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ProDlem: Authorization of a $5.5 million loan and $11.4 million HI~ 
for Costa Rica - Urban Employment and Commwlity Improvement. 

Discussion: The purpose of tlle proposed project is to institutional 
a coordinated gov~rnment-supported system for reducing the incidence 
as well as the effects of urban poverty. The project will seek to 
increase incomes and improve the quality of life of the urban poor 
by providing greater employment opportunities and improved housing 
and community services. 

Major project activities include: (1) development of small and work 
owned industries, job trCtining and placement ($11.3 million); 
(2) development ot an urban plarming and policy milking capacity with, 
tlle GOCR ($0.7 million); and (3) provision of alternative housing 
solutions wld community improvements tailored to the budgets of the 
urbwl poor ($16.3 million). ' 

'l'hc total project cost is estimated at $28.29 million. The AID loan 
of $5.5 tnillion will provide industrial credit, job training, and 
technic'll assistLmce. 1\ Housing Investment Guarantee (BIG) of $11.4 
million will finance housing and community infrastructure improvemen1 
The GOCR will contribute $11. 39 million, which is equal to 40% of thE 
totul project COf3tS and, therefore, meets the requirements of Sectior 
llO (a) of the FAA. 

'l1w W\I:C reviewed the proposed loan on l\ugust 4, 1978. Based on thi!: 
review, two millor modifications have been made to the Project Paper. 
They include: 

(1) the addi tion of a requirement to review on a case-by-case 
badG tho!;e finns applying for assistance under the loan 
whoDe 900dfi arc ill tended for export to the U. S. in order 
to im;ure that such goods will not compete with goods 
produced by depre~;r;ed U. s. industries; and 

(2) UIO di Bcu:;nion on the industrial credit fund was expanded 
to incluu'J an explanation of why the credit component was 
tixed ilt $3 million inGtead of $2 million as set in 
prcvioU!l guidelineD. 
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The project was included in the FY 78 Congressional Presentation. 
However, during the intensive review, it was determined that 
additional resources would be required to carry out the project. 
Therefore, a Congressional Notification was submitted to Congress 
on July 21, 1978. The ''Iaiting period expired on August 4, 1978. 
The Initial Environmental Examination recommended a positive 
determination and as a result an Environmental Assessment was pre­
pared by an environmental consultant from the National Savings and 
Loan League. The Assessment found that waste disposal methods pro­
posed for the project's housing activity would have beneficial on­
site environmental effects and will not significantly aggravate the 
pollution of rivers in the San Jose area. The project was approved 
by the Working Group on Human Rights a'ld Foreign Assistance on 
January 30, 1978. 

Recommendation: That you sign the attached Project Authorization 
and Request for Allotment of Funds (PAP) for the A.I.D. loan and 
the attached Guaranty Authorization for the Housing Investment 
Guarantee. 

Clearances: ( 
AA/LAC:AVald€:z .:ttd, Date gil)' 
GC:MBall l'i'J.f}.(j);:t.'" Date--::o/rP"'-~.r ___ _ 
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Loan No. SlS-W-028 
(Ref;AID/LAC/p-oo~) 

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS 

Name of Country: 
Name of Project: 

Project Number : 

Costa Rica 
Urban Employment and 
Community Improvement 
515-0130 

Pursuant to Part I, Cha~ter 1, Section 106 of th~ Foreign 
Assistance Act of 1961, as amended, I hereby authorize a 
Loan to the Government of· Costa Rica (the "Borrower") df not 
to exceed Five Million Five Hundred Thousand United States 
Dollars ($5,500,000) ("Authorized Amount") to help in financin~ 
certain foreign exchange and local currency costs of goods 
and services required to carry out the project described in 
the following paragraph. The entire Authorized Amount will 
be obligated when the Project Agreement is executed. 

The project is de~igned to increase employment and incomes 
and to improve the· conditions of the urban poor in San Jose, 
and to institutionalize a coordinated government delivery 
system capable of replicating urban poverty programs else­
where in Costa Rica (the "Project"). 

I hereby authorize the initiation of negotiation and execution 
of the Project Ayreement by the officer to whom such authority 
has been delegated in accordance with A.I.D. regulations and 
Delegations of Authority, subject to the ~ollowing essential 
terms and covenants and major conditions, together with such 
other terms and conditions as A.I.D. may deem appropriate: 

[. Interest Rate and Terms of Repayment 

The Borrower shall repay the Loan to A.I.D. in united 
States Dollars within twenty (20) years from the date 
of first disbursement of the Loan, including a grace 
period of not to exceed ten (10) years. The Borrower 
shall pay to A.I.D. in united States Dollars interest 
from the date of first disbursement of the Loan at the 
rate of (a) two percent (2%) per annum during the first 
ten (10) years, and (b) three percent (3%) per annum 
thereafter, on the outstanding disbursed balance of the 
Loan and on any due and unpaid interest accrued thereon. 
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II. Source and Origin of Goods and Services 

Except for ocean shipping, goods and services financed 
by A.I.D. under the Project shall have their source and 
origin in countries which are members of the Central 
American Common Market or in countries included in 
A.I.D. Geographic Code 941, except as A.I.D. may other­
wise agree in writing. Ocean shipping financed by 
A.I.D. under the Project shall be procured in countries 
which are members of the Central American Common Market 
or in the United States. 

III. Conditions Precedent to Initial Disbursement 

Prior to any disbursement, or the issuance of any 
commitment documents under the Project Agreement, the 
Borrower shall furnish to A.I.D., in form and substance 
satisfactory to A.I.D.: 

(a) Evidence that an Interagency Coordinating Committee, 
composed of representatives of the Ministry of the 
Presidency, the National Planning Office and the 
Ministry of Finance, as well as the participating 
implementing agencies, has been formally established; 
and that a Project Coordination and Administration 
Unit has been created and staffed; 

(b) An implementation plan and estimated budgets for 
all Loan-financed activities; and 

(c) Copies of signed interagency agreements which 
define proposed work plans and operating procedures 
of participating Ministries and implementing 
agencies. 

IV. Conditions Precedent to Disbursement for Small Industry 
Component 

Prior to any disbursement, or the issuance of any 
con~itment documents under the Project Agreement 
for financing credit for small industries the Borrower 
shall, except as otherwise agreed in writing by A.I.D., 
furnish to A.I.D., in form and substance satisfactory 
to A.!. D. : 

(a) A copy of its small industry sub-lending regula­
tions, including sub"project and sub-borrower 
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eligibility criteria, and an implementation plan 
for training small industrialists; 

(b) Evidence that the Ministry of Economy's Small 
Industry and Artisan Department has hired and 
trained sufficient field staff to respond to the 
projected technical assistance requirements of 
small industrialists; and 

(c) Evidence that the Borrower has established a 
Productive Credit Guaranty Project or similar 
credit guaranty fund mechanism acceptable to 
A.I.D., which contains adequate contingent re­
serves to cover potential losses on sub-loans made 
under the Project. 

V. Condition Precedent to Sub-Lending for Worker-Owned and 
Operated Firms 

Prior to any disbursement or the issuance of any commitment 
documents under the Project Agreement, for financing 
credit for Worker-Owned and Operated Firms, the Borrower 
will furnish, in form and substance satisfactory to 
A.I.D., evidence that adequate managerial talent has 
been obtained and that each project to be financed is 
financially, technically, and economically feasible. 

VI. Covenants 

The Borrower shall covenant: 

(a) to maintain the level of the Small Industry credit 
portfolio at no less than $11,400,000 during a 
period of at least five years after the end of the 
Project; 

(b) to provide no less than $3.3 million of its counterpart 
contribution to the Project for sub-lending to 
small industries; 

(c) to utilize repayments of principal from A.I.D. 
funded sub-loans only for those purposes for which 
A.I.D. Loan funds are authorized; and 

(d) to carry out, with Loan funds, prior to the end of 
the second year after the first disbursement under 
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the wan, an :interest rate study to a'1alyze the 
long-range political, social, and economic con­
sequences of lending to small businesses at sub­
sidized rates. 

ACTING 

Clearances: 
GC!IAC ,JKeSSler~r:a.te.f#tr/t1 
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ADMINISTRATOR 
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GUARANTY AUTHORIZATION 

Provided from: Housing Guaranty Authority 

Borrower: Costa Rica 

Pursuant to the authority vested in the Administrator, 
by the Foreign Assistant Act of 1961, as amended (FAA), and 
the delegations of authority issued thereunder, I hereby 
authorize the issuance of guaranties pursuant to Section 222 
of the FAA of not exceed eleven million four hundred thousand 
dollars ($11,400,000) in face amount, assuring against losses 
of not to exceed one hundred percentum (100%) of loan invest­
ment and interest with respect to loans by eligible u.S. 
investors acceptable to A.I.D. mad~ to finance housing projects 
in Costa Rica. 

This guaranty shall be subject to the following terms and conditions: 

1. Term of Guaranty: The loan shall extend for a period of up 
to thirty years (30) from the date of disbursement of the first in­
stallment of the loa~, including a grace period on the repayment 
of principal not to exceed ten (10) years. The guaranty of the loan 
shall extend for a period beginning with the first disbursement of 
the loan and shall continue until such time as the Investor has 
been paid in full pursuant to the terms of the loan. 

2. Interest Rate: The rate of interest payable to the 
Investor purSuffilt to the loan shall not exceed the allowable rate of 
interest prescribed pursuant to Section 223 (f) of the FAA and shall 
be consistent with rates of interest generally available for similar 
types of loans. 

. 3. Government of Costa Rica Guaranty: The Government of 
Costa Rica shall provide for a full faith and credit guaranty to 
A.I.D. in United States dollars assuring against any and all losses 
to A.I.D. by virtue of A.I.D.'s guaranty to the Investor or from 
non-payment of the guaranty fee. 



4. Fee: The fee of the United States shall be payable in 
dollars and shall be one-half of one percentum ( ~ %) per annum of 
the outstanding guaranteed amount of the loan plus the fiYed amount 
of $114,000 to be paid as A.I.D. may determine upon disbursement 
of the loan. 

5. Other Terms and Conditions: The guaranty shall be subject 
to such other terms and conditions as A.I.D. may deem necessary. 

ACTING. ADMINISTRATOR 

\~//1. "2/ 7{: 

Date 
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URBAN EMPLOYMENT AND COMMUNITY IMPROVEMENT: 
SUMMARY ANu RECOMMENDkTIONS 

I. S&R 

A. Recarrmendations 

The Mission to Costa Rica reOOIIJ'I'eld$ authorization of a 
$5,500 ,000 Loan and a $11,400 ,000 Housing Investlrent Guarantee to 
the Republic of Costa Rica. The Loan will be repayable within 
twenty (20) years :including a grace period of ten (10) years. The 
:interest rate will be "NJ percent (2%) per annum during the grace 
period and three percent (3%) per annum the.reaft:er. 

The HIG lo;.n shall extend for a period of up to thirty 
( 30) years from thE: date of disbursement of the first instaJ.l1rent 
of the loan, :includ:ing a gr'ace period of ten (10) years. The 
guaranty of the loan shall extend for a period beginning with the 
first disbursement of the loan and shall continue until such time 
as the Investor has been paid :in full PUI'Suant to the terns of the 
loan. 

In addition to the usual conditions, the Borrower will 
establish a credit guaranty program, acceptable to AID, which is 
adequate to neut:I"alize the risks to the National Banking System of 
extending credit to snall bus:inesses. The Bo~er also will oove­
nant to mainta:in, for a period to be agreed upon, an equal or higher 
level of lend:ing to the Project's target group of srrall bus:inessmen. 

B. mject rescription 

1. Problem. 

Over the past decade the urban agglomeration of 
$a.:"\ Jose has exper~eiicecr- a crowding phencmenon which afflicts 
a1nost all other I..a.t:in American capitals and major cities. Natural 
IX'Pulation growth has been a~ted by greater migration from the 
countryside, yielding a net IX'pulation gain exceeding the :increases 
in employment oPIX'rtunities and social services available to the 
urban poor. The effects of this im1:alance -- rising unemployrrent, 
the appearence and expansion of .slum areas - and their long-tenn 
consequences are recognized by the Government of Costa Rica. ~ 
IX'licy :in dealing with the poor has been to favor rural a...~as. 
Although this attitude is now changing, as the presence and the 

UNClASSIFIED 
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needs of the poorest in San Jose becone evident, present government 
assistance efforts to help the urban pcx:lI' continue to be carried out 
in d pieceIreal manner through a variety of uncoordinated social 
service programs offered by different agencies. 

2. Solution 

The Goverrurent of Costa Rica recognizes that it 
must develop a coordinated approach to deal jng with the problems of 
the urban p::or. This oould be accomplished through interagency 
collabcrotion at !=Oliey, management fJ'ld ~~tio~ !~v~~~, ~~~ 
shared olItr'edch programs. The Urban Employment and Community Improvement 
Project, h~rcin referred to as Urban Envirnoment,Project, 'will seek 
to de:rcn.s-tn1te the viability of this applXlClch while seeking to 
ct"'"'~c!en the range of government assistance to include activities 
whic.h will improve the economic as well as the social conditions of 
the UItdn p:or. 

After t'w::) years of study, including an Urban As­
ses~t and il ,'1urr~ of ancillary surveys and rer::orts, the GOeR 
pror~::;c!J to institute three replicable inter-institutional approaches 
to C!~'1l wit~l tb:! condition of the po~rest inhabitants of San Jose. 
r.~oyr;)'nt op:~Qrtunities will be created through increases in the 
l~r ;,t.TPlj ·.rLl tt.:lln.ing and placerrent of the un- and underemployed, 
and t!~Dtl.f~l in~.a::;es in the derrand for labor via investments in 
z.t'ill tu:~iJ~e::;ses t,,:hi.ch utilize I..ln!:Jkilled and semi-skilled manJ.X>WeI'. 
Li-lint: ccr.cliricns , .... ill be improved through the provision of alterna­
ti '.'f~ '~J:d '.:er solution!:>, such as sites and se.t"Vices, core housing, 
,'lTV! ~,:r:.," ::::';,rovCI:81t loons, as well as through comnunity infra­
~n~.;\.~~'.~~! rr'O: ect:J -- :::;\.."'·"'~c, paving, electrification -- which are 
gt~il .. ~~~! t:) th·: c1Dili t'J of t.'e poor to pay. National policies and 
rl-.1I'.:; :'cr c",:nt:n~ to t"I'~ut the needs of the urban r::oor will 00 
~·.'f·lq·-d ~'~U'T~llS7)l lessens learned during the execution of this 
~ j r."':::t, ~!\P:tW)1 .lddi ticn...u s ~:udy .md analyses of urban poverty in 
t.he ~: .. lJ1 ;(:'::;:. '..!I't:.m .1V,glcmClUtion, and through the development of 
:~~ci!~ic p)licic~ cmd ;rrogrnIm for urban housing and employment 
pra:oticn. 

3. Proj.~ L"<ccution 

.'t. r .. 'Xloymmt: and Productivity (Loan - $~.46 
::ullicn; COCR - ~[80 million) 

t:lICu\!::: IFIED 
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MiniSi:r] of lahor's Employment Service. Of the app:rox:ima.te1y 8,000 
candidates who will he interviewed, 2,000 will he jmnediately 
placed in existing job vacancies by the Ministry of LaOOr's Em­
ployment Service, and 6,000 will be offered basic and occupational 
skills-training which rreets both their interest and abilities and 
the Ct.trTeI'lt and proj ected demands of the job market. Two fonns of 
tra.in.mg will be provided: on-the-job, in businesses collaborating 
with the Ministzy; and classroom! shop training in the National Vo­
cational Training Institute CrnA). The Project is expected to tnrin 
about 3,000 workers :in each nanner. 

The Ministry of Economy's (MEIe) Small In­
dustry Office CCGATPIA) will offer technical assistance and training 
to small industrialists to .improve their basic business skills and 
practices, and will assist them in the preparation of credit ap­
plications. Of the estimated 3,500 srrall businesses in the San Jose 
area identified in a b.:udy of credit demand carTied out in May, 
1978, it is expected that up to 970 finns presently without access 
to bank credit will obtain it through this Proj ect . 

b. liVing 'Conditions (HG - $11.4 million; 
GOCR - $4,442,000) 

The living conditions of the poor in San 
Jose will be improved through the continued and coordinated efforts 
of three GOeR institutions. Reside..'1ts of the poorest tugurios will 
be offered several ways to ~ve their housing and CJmmt..mi ties, 
including sites and ~~ces projects, home iniprovement loans and 
cammuni.ty infrastructure projects, all designed to rreet their 
ability to pay, and based on the full recovery of costs using 
rrarket interest rate loans. 

Funding will be channeled through rnvu 
(the National Housing Pgency), and ITAM (the Municipal De-
velopment Institute). mvu will coordinate the site selection and 
preJimi.nary design of comnunity improvem:nt proj ects. It will be 
responsible for implementing the sites and services projects, the 
home ~verrent loan programs and the programs for assisting 
tugurio residents to either purchase or clear the title on the 
land on which they live. 

IFAM will be responsible for final design 
of conmunity infrastructure projects and will provide the municipal 
goVen1lreIlts, which will act as sub-borrowers, with technical as-
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sistance on the recovery of these investments.
 

DMIAECO (the National Community Development
Agency) will have the basic outreach responsibility for aJ.l the 
shelter projects, for which it will rely basically on the cm­
munity development associations which it has organized or will 
organize in the tu ios. DMIAMECO will promote the various shelter 
programs and will assist participating communities in 
the decision on infrastructure projects. 

c. 	Urban Planning, Policy and Program Coordi­
nation(LOan - $614,000; GOCR - $100,000) 

While this element will include technical
 
assistance in Project planning and execution, its major focus will 
be on researrh into the causes and remedies of urban poverty, and
 
on improvements in the Government's responses to this poverty.

Principal objectives include insuring the replicability of this
 
project, the development of national policies inhousing and
 
employment generation which meet the needs of the urban poor, and
 
the preparation of subsequent progras dealing with urban poverty

in the secondary cities of Costa Rica.
 

4. Op 

a. 	Overall
 

- Improved institutional coordination and 
capacity to replicate Project activities
 
on a wider scale, to include the Urban
 
Agglomeration and other secondary cities.
 

b. Employment and Productivity 

- 8,000 workers productively employed. 

2,000 workers with marketable skills
 
placed immediately in existing job
 
vacancies.
 

6,000 workers provided relevant oc­
cupational skills training needed to
 
obtain productive employment.
 

UNCLASSIFIED
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- 800 owners/managers of small industries 
tiraned in accounting, managenzet, and other 
entrepreneurial skills. 

- 970 small industries receiving credit as­
sistance. 

- Imroved lending policies and procedures 
instituted by the National Banking 
System (SBN). 

c. Shelter and Infrastructure 

$9.1 million in credit provided for 
shelter options; 

i. 	 sites and services 
and sanitary core 1,000 units 

ii. 	 sites and services 
and shell houses 1,000 units 

iii. home inprovements 3,000 units 

iv. 	 land purchase and/ 
or titling 	 500 units
 

- $6.0 million in credit provided for 
infrastructure projects. 

d. Planning, Policy and ProMam Coordination 

- Interagency ccordination institutionalized. 

- Policy studies conducted, particularly 
in urban developnent, housing and em­
ployment genemation. 

- FY80 Secondary Cities Loan proposal
 
developed.
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5. Costs 

(us $1000)
 

AID 

Comnents. BIG L GOCR TOTAL 
1. ous'ng/Duft'ltrcur 11,400 426 4,442 16,268
 

2. F-ployment and
Productivity - 4,460 6,848 11,308 

3. Urban Planning, Policy
and Program 
 -
 614 100 


TOTAL 11,400 5,500 
 11,390 28,290
 

C. Issues 

The issues suggested by the DAEC for attention duringthis Intensive Review concerned the demand for industrial creditand the need for AM funds to provide it; the establishment of a
guaranty mechanism for lending to small businesses; and the oper­ating feasibility and export potential for worker-cwned firms. Ac=edit demand analysis follows in Section V.B; the proposed experi­ment with worker-owned firms is discussed inAs Section III.B.I.d.for the guaranty mechanism, a request for a Productive CreditGuaranty Program to support the lending to small business under theProject has been presented to AD by the GOCR. Given this interestby the GOCR, we do not feel it appropriate to insist on a detailedplan for a guaranty fund at this time, as the eventual system maywell be the PCGP. However, we have received assurance from CentralBank authorities that if the PCGP is not authorized, they will setup and finance a guaranty fund along the lines of the PCGP conceptwhich meets the requixmnents of the National Banking System forlending to this Project's target group of small businesses. (Forfurther discussion, see Section III.B.(i)). 
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Ii. BACIGIMUND 

A. San Jose 1/ 

Costa Rica's capital, San Jos, is much larger than any
other urban area in Costa Rica. 
It is the site of the country'smajor economic activities, its principal market, and the center ofindustrial, comercial, government, transportation, coizrmicationsand cultural activities. It has almost 600,000 residents, or ap­proximately 25% of the country's population. 2/ If the present rateof growth continues, San Jose will reach one million inhabitantsduring the 1990's, when it will account for over 30% of the country's
population. 

Costa Rica, with a strong democratic tradition, hasexperienced steadily improving social and economic development whichSan Jose"has shared. The country's middle income status is re­flected by a per capita income above the Latin American average and a relatively healthy, well-educated and secure population. 
Despite
this general progress, however, there is a sizeable group in the San
Jose'Metropolitan Area, estimated at 181,000 people, who are poor.
Considering present trends in population growth, migration, and
rates of job c.eation, this group is expected to increase in
faster than the rest of the city's population. 

size 

B. Urban Poverty 

There are numerous ways of defining urban poverty.
Income measurement, indicators of literacy, health and nutrition 

I/ This section is partially based on the findings and conclusions
of an AID-financed study entitled: Urban Assessment of San
Jos6, Costa Rica: Focus onPoverty (1977). 

2/ While this section discusses only the Metropolitan Area, San

Jose can refer to an urban agglomeration which includes a belt
of smaller cities and proximate rural areas within a 20 kilo­meter radius of the Metropolitan Area. The population of the
agglomeration may exceed I million at present, about one half
of Costa Rica's total. 
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status, and additional questions such as desire for socio-economic 
improvement enter into most such definitions. The Urban Assessment 
of San Jose, which was prepared as the analytical background for 
this Proj ect, used income-measuement as a good, if not the best, 
overell measure of urban poverty. Two poverty lines based on 
minimi market baskets at 1973 prices of the San Jose Metropolitan 
Area were calculated: a $263 per capita annual income "poverty" 
line, and a $165 "subsistence" line. In 1977 prices, these bench­
marks become $410 and $269. Using these benchmarks, approximately 
36% of all families in the Metropolitan Area fall below the poverty 
line, and 20% fall below the subsistence line. 1/ (See Table 1). 
The distribution of poverty within the San JosCMetropolitan Area 
is shown in Table 1. A special survey of slun areas 2/ disclosed 
that among the slum population 10 years old and more, less- than 
53% has completed primry school (vs. 63% for the entire Metro­
politan Area). Approximately 33% of the tuu.io residents live in 
sub-standard or overcowded housing (vs. 10% for the Metropolitan 
Area), and only 38%owntheir own homes (vs.. 53% for the Metropolitan 
Area). 

There are other indicators that families below the 
poverty lir - are much worse off than thmio residents in general. 
Poor famili. are larger than the average for the San Jose Metro­
politan Area (6.3 members vs. 5.3), have more dependents (1.2 vs. 
0.7), and a much higher unemployment rate (14% vs. 5%). For the 
very poorest ("subsistence" level) families, the dependency rate 
(1.4) and unemployment rate (22%) are significantly higher. 

1/ 	 Poverty definitions based on the market basket approach suffer 
from obvious methodological problems. One inconsistency 
"livng-below-t-he subsistence level" -- is a contra­

diction in terms. This inconsistency is probably due to a 
combination of the following: incomplete information on 
earnings, including unrecorded transfers such as government 
services, loans or theft, and errors in the analyst's per­
ception of minimum needs. Despite these problems, the market 
basket approach and resulting poverty definitions provide a 
good indication that there is a sizeable group of people 
living in poverty in San Jose. 

2/ 	 Ministry of the Presidency Office of Information Informe Gene­
re. de la Encuesta en Zcnas Marginales del Area Metropolitana 
de San Josi (1977). 
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TABLE 1 
Distribution and Intensity of Pov in San Jose 

1973 Census Data 

Column 

Total Population of 
San Jose Metropolitan Area 

Tugurio Zones 

Population 

1 

501,000 

73,000 

Population 
as Percentof Total 

24 

100 

15 

The Poor: 
PopulationTAnnualP or:Annual Per Capita Inccme

Below £2000 Below e,300Number % u %SJO 

5 6 

181,000 100 99,000 .400, 
40,000 22 23,000 23 

o% 

of all Inhabitantsof the Area, Poverty
Defined at 

1,300 

(7)=(3+1) (8)=(51) 

36 20 
55 32 

Non-Tuiguro Areas 428,000 85 141,000 78 76,000 77 33 18 

SWRCE: Urban Assessment of San Jose, Costa Rica; Focus on Poverty, p. 68. N 
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The Urban Assessment found an unemployment rate to be
approximately 15% (or 6,400 workers) among target group families
in Mid-1977. 1/ Furthermore, an additional 4,050 peole (15% of
the labor force living in tuzurios) were underemployed - they wanted 
to work more, or presently work long hours for low pay. If the same proporton of the non-tua o labor force (167,000) are also
underemployed, the Metropolitan Area underemployed would total about

29,000. Obviously the underemployed are not all from target group
families, who account for about 36% of the Metropolitan Area total.

If the underemployed are distributed proportionally among the
 
poverty and non-poor groups (a conservative assumption), then 36%

of the 29,000, or some 10,400 
 poor workers are underemployed.
Together with the unemployed, this indicates that a total of 16,800
target group workers (out of a total target group labor force of 
44,000) are seeking employment or desire better jobs.
 

The Assessment futher found that the employment

situation amnng target group 
families may be worsening, in part dueto an overall increase in the labor force participation rate (LFPR)
over the last few years. There is a net increase because many
more women are working or seeking employment. Because the numberof people expected to enter the labor force over the next two years
(60,000) exceeds the rate of job creation in San Jose (approximately
24,000 per year), the unemployment rate for the target group can be 
expected to increase. 

A recent Ministry of Labor 2/ survey of 2,162 business 
establishments which have more than 10 employees identified 3,245

jobs presently unfilled, of which approximately 80% (2,608) were
 
vacant because qualified workers were not available. The survey

also identified a total of 16,184 jobs that these businesses plan
to create during 1977-1979. Among these actual and possible jobs,
the following are the occupations with the highest indicated 
demand: 

1/ Opcit., p. 118. 

2/ Ministerio de Trabajo y Seguridad Social, 
cimientos (9/77). 
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Occupation 
 NO of Jobs 
 %of Total
 
Mechanics 


3,700 
 21
 
Seamstresses, 
Tail ors 
 1,665 
 9
 
Salespersons 


1,293 
 7
 
Construction Wokers 
 870 
 5
 
Machine Operators 
- wood products 
 720 
 4
 
Operators ­ chemical ind. 
 686 
 4
 
Opertors - needle trades 393 
 2 

A survey of = residents carriedMinistry of the Presidency in 1977 
out for the1/ indicated that these are
the kinds of jobs slum residents want. 
(See Table 2). Many of
these jobs require minimal training. Even if responding establish­9nt4JhAve overstated thei r 
 hirig plans, thesea demand for skills that dat-nd' cat ,-, wre
e - ve could learn . IElweverhecause_ 5-Se--_-_-_... ..

of 
._...._ --: ar et= PM u...p workersv n eor or cche insufficient job creation rate, and.omleti--ifom workers from non-.o foiie - o ­jobs, it is also cl 

h ava
zthat 
more will . be needed to absorb the un­employed and underen loyed frn families below the poverty line.
 

C. Urban Sector Assessment Conclusions
 

Following in sunmla form are the rajor findings and
conclusions of the Urban Sector Assessment.
 

- Migration of rural residents to etropolitan San 
Jos' is low (less than 2%
a year) and there are no
 

1/ Ministerio de la Presidencia, 
Generalde 

Oficina de Informci6n, TnformelaEncuesta en Zonas Ma1inales del
Area.M... 3­tanade SanJose 1977) vol~unr I, P. 85-. 
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TABLE 2 

Training Desired by Tugurio Residents 

Number of Respondents 


Course Desired: 


Secretarial 


Seamstress, Tailor 


Mechanic 


Construction Work 

Electrician 

Clerical, Admin. 

Manual Arts, Decorator, 
Ha irdesser 

Cook, Baker 

Other 


Totals
 

Total Employed Unemployed 

349 216 133 

(% of Responses) 

19 17 22 

23 13 38 

15 19 7 

8 12 1 

6 8 1 

6 7 4 

5 3 10 

4 4 4 

15 17 13 

100* 100 100 

SOURCE: Ministerio de la Presidencia, Oficina de Infrmanci6n, In­forme General de la Encuesta en Zonas Marginales delAr 
Metropolitana de San Jos6, 1977, p. 85. 

* Does not add to 100% due to rounding.
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significant socio-eccnrnic differences between 
igant and non-migrant gnrrups. I/ 

- Approximately 20 percent of the Metropolitan Area 
population falls below the subsistence level ($145 
per capita income - 1973) and 36 percent below the 
poverty level of $225. The concentration of poverty
is higher in tugtuio areas (32 percent below the 
subsistence level and 55 percent below the poverty
line). 

- Less than one-fourth of the total poor population of 
San Jose lives in t_ os - the other three­
quarters are scattered throughout the Metropolitan
Area. Therefore, programs and policies to help the 
poor must reach beyond tuwios. 

- Tui residents are relatively well organized and
capable of mobilizing themselves for collective 
action. 

- T dwellers consider that the government is 
responsive; some two-thirds of the people inter­
viewed said they would turn to local govei-nent or 
political channels for action on grievances. 

- Comntunty development programs must be geared to 
the expressed needs of the comnmnty, and must 
involve considerable local participation in planning
and implementation. 

- The unemployment situation in the tugurios is serious. 
For those below the subsistence line, male unem­
ployment ratas were 25% and female 11% in 1977. 

- Mbst workers receive their wages in cash, although
5 percent receive wages in kind; and the earnings
of another 5 percent are derived from the sale of 

1/ 	 However, migration to the surTounding Urban Agglomeration is 
rising rapidly. 
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foods and artisan products. The latter two categories 
fall in the "informal sector" of employment, where 
income: are lcw. A sizeable proportion of those in­
terviewed work in very small business - 30 percent 
in firms with fewer than ten employees. The small 
scale industry and informal sectors employ over 40% 
of tuguro workers. 

The vast majority of tugurio job-holders found em­
ployment through informal information networks, 
rather than through advertisements or employment 
services. There was a strong expressed interest in 
job training. 

There are a number of areas in which decisions can 
be taken by the OovE.rment to stimulate the demand 
for labor: appropriate factor pricing, adoption of 
more efficient and labor intensive technologies, 
public service employment for the hard core unem­
ployed, creation of alternative form of labor 
intensive industries, and credit and interest rate 
policies. A series of policies and programs have 
also been identified which can increase the supply 
of labor, such as strengthening the employment 
service, and impro-'ing and expanding formalized 
occupational skills training and apprenticeship 
progrems. 

New mechanisms for planning interagency coordination 
and for decentralizing authority will be needed for 
urban poverty progrems. The new mechanisms must 
focus on the perceived needs of the poor in order 
to maximize local participation. 

A National Housing Policy should be formulated in 
order to permit more effective and efficient 
utilization of available financial and institutional 
resources. Special attention needs to be given to 
those factors such as low interest rates, insti­
tutional weaknesses, and legal constraints which 
have prevented adequate investment funds from 
reaching low-inccme families. 

UNCLASSIFE
 



- 15 - t.NC1SST) 

- Purchasing power curently channeled into rental 
payments is adequate for modest housing solutions
(either new housing or improvements). 

- Housing solutions should involve as little abruptchange in the lives of residents as possible.
Improvement of existing structures is preferred, and
self-help housing and the sites and services ap­
proach should be combirned to the extent possible. 

- External assistance to the San Jos6 Urban Ag­
glomeretion cuTeently addresses broad issues of
infrastructure, housing, credit, planning - but isnot coordinated or specifically directed towards
the poor. In order to meet the needs of thesepeople, specific programs in such areas as job
placement, promotion of labor-intensive technology,
stimulation of new production possibilities, cor­munity services and infrastructure, and home
improvement need to be developed. 

D. GOCR Programs, Policies and this Project 

The Costa Rican Government has long been committed tothe alleviation of urban poverty, but that policy has assumed thatthe incidence of such poverty was restricted and could be ade­quately dealt with in a piecemeal manner by agencies which provideda variety of services to the poor. Thus, the Social AssistanceInstitute (fl-AS) has looked after the "poorest of the poor" byconstructing subsidized minimal housing. The National Housingand Urban Development Institute (INVU) has created housing projectsfor the lower middle classes; the National Office of CommunityDeveloprent CDTNADECO) has assisted in organizing ccmmunities; theNational Municipal Development Institute (IFAM) and the NationalInstitute - Water and Sewage Service (AyA) have dealt with environ­mental and infrastructure improvement. 

Recent periods have also seen an increase in the ac­tivities of the Ministries of Labor and Health. The Progama deAsignaciones Familiares (Family Allowances Program) has beenincreasangly focused on the marginal areas of the San Jos6 Metro­
politan Area. 

The Government now reco-nizes that it must incrnzse 
its emphasis on productive opportunities targeted on the poor, and 
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that it must develop an institutional srstem to coordinate the ef­frOs of independent entities in dealing with the poor.systemn will facilitate analysis of individual, family, and 
This 
com-
Mudtl pProblems and needs through a netwOrk of public and private
agencies. These 
 agencies would provide timely outreach and referralser~cis / md at resolving problem and improving opportunitiesfcr cw ino 3 P-ople. The system would minimize duplication,M,ouLces to problem areas, direct

and ensure prompt and effective service
deliverV. This ;.,ould be accplished through interagency collabo­rdticn at policy, management, and operational levels, includingshared cutivad. progrm designed to famiLiarize prospectivewith t..e zervices clientsavailable through the network and encourage theirP4r-iC.rcn. 

, "
T.e L'ran Environmnt Project will demnstrate the--it' and effectiveness of this approach tc assisting the poor.As :he 4/encies womr together and develop better outreach and de­Live.-y sy:;tct- , rsistance to additional cooperation will be lessened,,.he .-ec- fcr cadtional Linkages and services will become clearer,andc....[ir, of a dynamic and more effective system will be 

Through the Project, coordinated planning, imnle­•Zetation, .ind evaluation efforts will be directed towards _n job.d housing,w~ich have been identified in the Urban As­,:;entia!, n- to improving the incomes and standard of.--- ao!' c :ncCMx fanilies. Given the progress already being
. : ,c.rn, health, and 
famly assistance, and the di­.'ctr.,;:: al Lenfits which will result from increased employmentcc rti .S:>;rnd _,proved housing, the Project's emphasis on.. ricez in these later two areas is the logical nextun deve loping the GOCR's capability to assist low income urban 

T:E .roject
10AKn, Y corc 

will be monitored and coordinated by anirating comittee supported by a special adminis­U-tiv, t within the Cffice of the Presidency, and will be
 

I/ A--;Lzed here, services include: education, health, social
, Vsnce to low income families, employment services, credit
for amall businesses, family planning, and housing. 
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implemented by four separate clusters of agencies, one for each mjoractivity: small industry assistance and credit; job training andplacement; housing and comnmity infrastructure; and Urban policy,
planning and progwamring. 

In addition, the employment activity involves outreachwrnk by private voluntary organizations; the housing comonentinvolves coamunity organizations and municipalities. The NationalPlanning Office (OFIFLAN) will be responsible for overall planning,policy development, and program evaluation. 
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III. DETAILED PROJECT DESCRIPTON 

A. Goal, Purpose, Target Group
 

The Goal of the Project is to increase the income and im­prove the quality of life of San Jose's urban poor. The eanings
of 8,000 families who will receive assistance in finding employment

are expected to increase the current64% over income levels. Hous­
ing and cammunity infrastructure improvements will benefit approx­
imately 13,000 families. 

The Purpose of the Project to institutionalize a coordi­nated goverrment-supported system for reducing the incidence as well as the effects of urban poverty. The institutionalization of the

system will be indicated by the establishment of a service delivery
network for effectively assisting San Jose's poorest families, 
 whichwill involve several goverrment agencies working in close collabora­
tion. 

By the end of the Project, the outreach system dealing withthis group is expected to be able to identify sane 5,000 families peryear who need assistance in finding employment or improved shelter.
It also will help 400 businesses per year to expand or improve theiroperations. 
The system will be capable of training and placing

around 3,000 workers/year in new jobs, and of producing low income
housing solutions at a rate of approximately 2,000 per year. 

Up to 3 worker-owned and operated finns will be established
to test the feasibility of this approach to increasing the demand forand returns to labor. By the end of the Project the National Bank­ing System's (SBN) small industry portfolio will have increased fron
the present level of approximately $4. 2 million to a total of $11. 4mill-ion. It is expected that one additional job will be created for
each $2,000 dollars of credit utilized. 

Criteria will not be the same for the selection of bene­ficiaries of the employment and of the housing activities. Although
housing assistance will be provided to families with below medianincomes (approximately $262 per month in 1977), families receivingemployment assistance will be limited to those with below povertyline incomes (approximately $200 per month in 1977 1/. While fan­

1/ Nonetheless, the most expensive shelter solution, a serviced
 
site with a basic core house costing $3,600, (financed for 20
 
years at 12%), or a $1,405 home improvement loan (10 years at
12%), will be affordable initially to families earning $200 per
month. 
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ilies living anywhere in the metropolitan area will be eligible foremployment assistance, housing assistance will be limited to areascharacterized by high concentrations of low-income families, dila­pidated hous-ing, and inadequate infrastructure. 19 "nucleos" 2/have been selected fcr the initiation of this activity. 
The mrelimited area focus for the housing component has been adopted to
maintain emphasis on improving the physical environmentincane families. However, for low­
tions, 

despite the different eligibility defini­the GOCR still expects that most project activities will beconcentrated in the 19 nucleos, with the majority of beneficiaries
to be the poorest families residing in those target areas. 

B. Activities andOutputs
 

The Project consists of three interrelated activities:
employment and productivity, shelter and conmunity iprovenents;urban planning, andpolicy and progran development. 

I. 
Employment and Productivity (Loan ­ $4,460,000)
 

The labor market in San Jose does not clear.with little experience and training often find it difficult to findsuitable employment, while a sizeable number of jobs are not being
 

People 

filled due to a lack of qualified candidates. The Project will ad­dress both sides of the problem by increasing the effective labor
supply and by generating new Employment opportunities. 

Three constraints to improving the functioning of the
labor market so as to increase employment opportunities for low in­come families have been identified. First, there is
constraint; an informationstatistical data showing overall current and projectlabor market demand by occupational speciality 
are lacking;the poordo not know about available jobs; and employers are unaware of
qualified target-group members available to fill existing jobs. TheProject will address all three aspects of the information constraint.
The inistry of Labor s 
capacity to study labor market conditions and
identify short and long range demand for workers will be imrnved. 

2/ The nucleo is
an area which contains one or more of the 90 worst
slum-tugurio) in the Metropolitan Area.
instead oTftuR ios as 
The choice of nucleosthe target areas is largely to faci atethe planning and execution of infrastructure and housing proj­ects. 
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The ]nowledge of target group members and businessmen about the Min­isfry of Labor's Employment Service will be increased. 

The second constraint is that many target group men­bers do not have the occupational skills required to fill actual jobvacancies. This constraint will be addressed by providing several
types of formal and apprenticeship training programs which respond
to the individual worker's interests and capabilities as well as to

identified employment opportunities.
 

Third, there are not enough jobs which target-group
workers can fill. This obstacle will be dealt with by creatingadditional employment opportunities through the expansion of small,labor intensive industries in the Metropolitan San Jos6 Area. 

a. Increasing the Labor Supply
 

i. Forecasting Job Vacancies and Training Needs 

The Ministr-y of Labor (MOL) receives data
on labor demand from several sources. Field workers fran the MOL'sDnployer Relations Unit regularly visit larger firms in the Metro­politan Area and receive requests for workers to fill specific va­cancies. 
However ,the Ministry's Labor Migration Unit often gets re­quests for approval of work permits for non-residents. These re­quests are justified by the claim that there are not enough 
skilled
local workers available. The Ministry's Sectoral Planning Office
intends to carry curt a survey of businesses every six months on which
to base estimates of actual labor demand as well as requirements for
2 to 3 years ahead. I/ This information and other data will be usedby the GOCR as a basIs for recruiting and placing skilled workerswho are ready to fill existing vacancies (by the NOL); as well as-foradvertising, recruiting, and training workers in specific areas of
 
short supply (MOL and INA).
 

The MOL has recently started estimating
overall labor demand, and recognizes that its capacity in this areaneeds to be improved. The United Nations is currently providing
technical assistance to the Ministry's Sectoral Planning Office. 
The
 

1/ The Establishments Survey referenced earlier is a prototype of
 

this survey.
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Ministry also plans to hire 6 additional technicians experiencedmanpower inplanning and statistics. This will enable the Departmentof Information and Studies of the Ministry of Labor's Sectorial
Planning Office 
to determine current job vacancies and skills require­ments in specific occupational categories, and to forecast medium(2 years) demands. The Department will conduct and analyze the 
tan 

re­sults of industry establishment surveyssix-month intervals which will be carried out atover 
veys 

the life of the project. These formal sur­will complement continuing efforts of the Employment Service'sfield staff, who will be in
regarding 

direct contact with metropolitan employerscurrent job vacancies and occupationalfill these jobs. skills required toThe AID loan will finance (1) 2 person monthstechnical assistance ofto help design the surveys,and train departmentstaff who will be responsible for organizingactivities, and supervising surveyand analyzing survey results ($10,000);niture and equipment ($2,500) and 
(2) office fur­(3) the operating costs of carryingout the two surveys to be conducted during the first yearThe GOC ($30,000).will finance all full-time staff costsremaining four survcys ($107,000) and the($60,000) to be conducted during the life of
project.
 

ii. Contact Referral and Placement 

administers a 
The Institute for Social Assistance (IMAS)wide range of poverty programs and has direct contactwith the poor. Direct contact is accomplished mainly through sixtysocial workers. 28 of these are stationed inthe Metropolitan Area. 

five IMAS centers inOther organizations, such asCcmunity Development Agency (Dl\ADECO) 
the National 

and the Federationtary Agencies (FOV), of Volun­are also active in cammunities with high concen­trations of poor residents. 

Under the Project,MIAS will s-ek out unemployed outreach personnel franand underemployed workers and referthen to the Ministry of Labor (MOL) office inter. the nearest IMAS cen-Field workers from DINADECO and FOV, in the coursenonmal activities, of theirwill also refer job seekers to IMAS.of Labor's National Dmployment Service will station an 
The Ministry 

interviewer ateach center. The interviewers will assist job candidates in prepar­ing employment applications and will review the documentation re­quired of all applicants. 

Copies of the ccmpleted applications
workers with skills and experience will be forwarded 

of 

to the MOL's 
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Placement Office. 
This office will receive requests for workers fromthe Service's Employer Relations Unit and match these requests to job

applications. Up to_three _a!pplicants will be selected for each re­
quest. The vacancy wil be_dis-cused with the -gplicants._ho il-ereferred to the employer if they are interested 'in the position. Af-terreferrals have been canpleted, the Placement Office will notify theEmployer Relations Unit, which will follow up to see if the job wasfilled. The applications of unsuccessful candidates will be kept on
file for future referrls. It is anticipated that up to 2,000 work­
ers who already posses adequate job skills and experience will be

placed immediately without training. 

Job applicants having no marketable skills
 or experience and those who want to advance to a better job will be
referred by the interviewer to the Service's Occupational Orientation

and Testing Unit. 
This Unit, which is to be created under the Proj­
ect, will assess the skills and employment potential of unskilled

workers. The applicant's job interests will be discussed, proficien­
cy (e.g. mechanical, secretarial, accounting) tests will be admin­istered where applicable, and a psychological evaluation carried out.

Up to 6,000 applicants who have the aptitude for and interest in
learning semi-skilled and skilled jobs will be assisted by the MOL's

Training Coordination Unit in obtaining training fran appropriate
training institutions such as INA, or will be placed in one of the
MOL's apprenticeship programs. 

A third group of applicants - the physicallyhandicapped ­ will be assisted through the Service's Rehabilitation
 
Unit. 
The Unit will attempt to persuade employers to hire these dis­advantaged, and if necessary,to redesign job requirements to accan­
mcdate them. The handicapped without marketable skills will be

referred to other institutions for rehabilitation training prior to 
placement.
 

To enable !MAS to carry out its worker iden­tification, follow-up, and administrative functions, it will have to

supplement its social work.staff by 15 persons (3 assigned to each of

the zonal offices), and supply and equip the offices to be occupied

by the Employment Service, 
The GOCR's counterpart contribution will
finance personnel, office supplies, and support costs for IhAS staff
increments. 
Loan funds will be utilized for office equipment and
furniture, office remodeling, and 5 vehicles for the zonal offices.
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The Enployment Service's referral andplacement activities will have to be considerably expandedit to to enablefocus its efforts on the urban poor.structure of the MOL will also be modified 
The organizational 

of several to integrate the activitiesnew technical units which will be responsible for carryinout MOL s training coordination and occupational orientation andtesting functions. The GOCR counterpart $618,000) will finance per­sonnel and operational support costs for a total of 23staff in its Placement Unit, additional 
Orientation Employer Relations Unit, Occupationaland Testing Unit, Traming Coordination Unit, and itsSpecial Service Unit for the Handicapped. Given the staff increasesand inadequacy of current office furniture, equipment andtation facilities, tr'anspar­loan fundsfurniture and equipment will be utilized to purchase officefor these untis (costs $50,000)for the job identification and placement activities 

and 3 vehicles 
(cost $21,000).Loan resources will also be utilized for technical assistance and
training as follows: 

- 4 person-months of consultant services forthe establishmen-
 of the Occupational

Orientation and Testing Unit and 
 aining

of its staff (cost $20,000).
 

- 6 person-months of technical assistance 
to be provided by an Employment ServiceSpecialist to advise the EmploymentService Chief on the overall functioningof all its units in relation to the Pro­
gram's employment targets for the Project
Ccost $30,000).
 

2 person-mnths of technical assistanceto conduct training for Employment Ser­vice Staff in interviewing techniques,advise on ways to expedite the documenta­tion process for job applicants, and ad­vise on the maintenance and use of appli­cant records (cost $10,000),
 

3 to 5 local short-term raining coursesin such areas as coordination of train­
ing and placement, determination ofskills required for job vacancies, place­ment of the handicapped, etc. Ccost 
$20,000). 
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- 12 person-months of visits by key Employ­ment Service staff to observe the func­tioning of employment services in othercountries (cost $30,000).
 

placed through the EmploymentOf the 8,000 target group wMrkers to betta Service under the project,o 6,000 wil requ. it is esti­
aptitue and t ng. Applicants having the 
ML's 

interest in receiving trainnew Training Coordintion Unit, 
g will. be assisted by the

itely which expects3,000 applicants in its own 
to place approx­apprlenticeship training programs,and another 3,000 in IA courses. 

(a) Training On-the-Job 

runs a The Apprenticeship Office of the MOL
Small program under which itenployment approves less than minimn wagecontracts for seni-skilled positions.businesses Colhire beginning workers r .tige

tracts vary from two to 
for periods of up to a year. Con­12 months based OnPeriodic pay increases the taining time required.are provided ifcontracts specify that the worker, 

Progress is satisfactory. The
training period, upon successful completion of thewill be offeredthe Minimm wage. 

a full time position paying at leastMinimum wagescategory. Approximately 850 
set by the GoCR vary by occupationalworkerstraining in 1976. received apprenticeshipThe fields in which this training took place
shown in Table 3. In general, these are semi-skilled are


easily learned in a jobs which arefew months. 

neurs The Ministr-y has approachedin the needle trades and other areas entrepree­more on-the-job training. to guage their interest inTheir representativesapprenticeship program shows prcmise indicate that theas anthe utilization of labor as well as an 
effective way of prcnoting

The program has efficient training mechanism.not expanded because few employers know about it.To date the MOL has not publicizedresponded the program, but simply hasto employer's requests for contract approval.Project the Apprenticeship Office will carry out a 
Under the

paign among Enployers, praw-tional cam­and expects to placeworkers in the in-service training 
over 3,000 target groupProgramProject. An illustrative training plan 
over the life of the

in Table 4. is shownThis plan was based on the Establishment Survey's find-
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TABLE 3
 

On-the-Job Ttn
 
1976
 

Occupations 

TOTAL 

TOTAL 
852
 

Industrial Sewer 676
 
Machine Operator - Shoes 28
 
Machine Operator - Tectiles 
 53
 
Assistant Auto Mechanic 3
 
Store Clerk 

4
 
Industrial Mechanic 
 8
 
Wood Worker 


3
 
Electronic Apparatus Assembler 6
 
Assistant Graphic Artist 
 1
 
Library Assistant 6
 
Bookkeeper 

1
 
Hardware Store Clerk 2
 
Office Clerk 


1
 
Mold Maker - Asbestos Cement 
 5
 
Painter - Furniture Finishing 
 1
 
Operator of Offset Printing Equi 
nent 3
 
Assistant Industrial Technician 2
 
Electronic Repair 
 4
 
Salesman 


1
 
Production Worker - Various Industries 44
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TABLE 4 
Apprenticeship Program 

Low Incane Neighborhoods
National Employment Service (SENE) 

Occupation Length 
Number of 

Participants 

Industrial Stwer 4-month 1,200 

Assistant in Electronic Repairs 6-month 100 

Assistant Auto Mechanic 9-month 75 

Industrial Machine Mechanic 12-month 45 

Furniture Factory Worker 8-month 100 

Store Clerk 2-month 500 

Pharmacy Cl.erk 6-month 60 

Hardware Store Clerk 4-month 60 

Library Assistant 3-month 60 

Assistant Printer 6-month 45 

Book Binder 6-month 45 

Metal Machine Operator 8-month 75 

Cook 6-month 45 

Indus-ial Textile Machine Operator 3-month 300 

Machine Operator - Shoes 3-month 200 

Machine Operator - Various 6-month 90 

TOTAL PARTICIPANTS 3,000 
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ings on actual and projected job vacancies. 

In order to administer the increasedvolume of on-the-job training and provide better follow-up supervi­sion of trainees, the apprenticeship training section of the Ministryof Labor's Training Coordination Unit will add four Employees. GOCRcount erprt of an estimated $100,000 will finance the staff incrementand related support costs. Loan funds will be utilized to puchaseone vehicle ($7,000), and to provide 6 person-months of technical as­sistance to the unit in the planning and supervision of on-the-job
training courses (estimated cost of $30,000).
 

(b) T at INA 

currently carries out 
The National Training Institute (INA)training programs in a wide variety of subjectsareas through five permanent centers located in different areas ofthe country, through mobile units, and through collaborative agree­ments with private businesses. Its administrative center and main
training facility is located in San Jose. An additional trainingcenter has been built in one of San Jose's poor neighborhoods, anda third San Jos6 facility is under construction. Approximate-.y 40%of the Institute's training programs theare being carried out inMetropolitan Area. The types of courses offered in the MetropolitanArea, the number of 1977 graduates, and programed efforts for 1978
 are shown in Annex II-C.
 

INA offers four types of training pro­grams: skills, in-service, formative, and rehabilitation. Skillstraining is normally provided through a three-year work/study pro­gram for 15-20 years olds in areas such as furniture making, elec­tricity, autanotive mechanics, general and agricultural mechanics,heating and plumbing. Formative training is offered at the semi­skilled level in areas such as construction, welding, industrial sew­ing, tailoring, and auto and industrial mechanics. In-service train­ing also is offered to those already employed to improve their per­formance. 
Most of IA's courses fall into this category. Rehabili­tation training for handicapped target group workers has been limi­ted to industrial sewing and cabinet making, but a modest expansionof this program is anticipated. A of INA'ssummary countrywide train­ing program for 1978 is outlined in Annex II-C. 

INA uses a modular instructionalten for training. sys-This system was introduced in 1975 with the as-
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sistance of the ILO as a
being incorporated 

pilot program for Latin America, and is now 
grams. Under 

into all aspects of IA's regular training pro­this system, students initially learn entry levelskills in an occupational speciality -- e.g., electricalTime required skills.to ccnplete this basic training varies with the cam­plexity of the subject matter. Upon terminating the first phase ofthe program, students can either find employment at the occupationallevel for which they have qualified, or continue their training toqualify them for higher level jobs. 

grams to be carried Under the Project, the training pro­out by INA will be flexible,differing in order to meetindividual requirements. Most of the trainees are ex­pected to be relatively young personssource (15-25 years), with saneof support (i.e. parents, relatives).a training course immediately, 
They may wish to enter 

terest to 
or wait until courses of special in­them are available.

ities and will need 
Others will have family responsibil­training right away. Still others will be hold­ing part or full time jobs and will require courses that are offeredat odd hours or closer to home.

not be able For target group members who areto take training coursesIAS will provide them a 
without financial assistance,monthly maintenance allowance of upwhile they are enrolled in 

to 0400
the program. 

group workers It is estimated that 3,000 targetwill receive basic and occupational skills training overthe life of the project which will qualify them for productive employ­ment. To plan and conduct training for the estimated 3,000 traineesunder the Project, INA will require ato be financed budget increment of $580,000from counterpart resources, Thesecontracts for instructors (estimated 
funds will finance

equivalent of 20 person/year),training materials, rental of training facilities,tional costs. and other opera-An additional 
be provided by 

$150,000 in counterpart contribution willIMAS for subsidies to selected participants while intraining.
 

purchase Loan funds will only be used for the 
needs 

of training equipment (estimated at $330,000). Equipmentwere determined on 
to be carried out in 

the basis of the nunber and type of coursesthe first year, the increased numbersand introduction of new of coursestypes of courses in subsequent years,average and the 
equipment 

useful life of different types of equipment. The types ofto be purchased includemachines, such items as industrial sewingcarpentry tools and woodworking machines, soldering equip.ment, machine maintenance and metal working equipment. 
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SUMM~AY BUDGET 
(Thousands of Dollars) 

SUPPLY OF LABOR 

A..D. GOCR TOTAL 

1. Forecasting Job Dmnnd 

Technical Assistance 
Equipent/Furniture 
Surveys 
Operational Costs 

10.0 
2.5 

30.0 60.0 
107.0 

10.0 
2.5 

90.0 
107.0 

Sub-Total 42.5 167.0 209.5 

2. Contact, Referral and Place­
ment ofWorkers 

a. Finding and Assisting 
Job Applicants (IMAS) 

Vehicles (5) 
Office furniture/equip.
Office Remodeling 
Operational Costs 

35.0 
11.0 
10.0 

433.0 

35.0 
11.0 
10.0 

433.0 

b. Contact, Referral and 
Placement (MOL) 

Vehicles (3) 
Office furniture/equip. 
Technical Assistance & 
Training 

Operational Costs 

21.0 
50.0 

110.0 
618.0 

21.0 
50.0 

110.0 
618.0 

Sub-Total 237.1 1,051.0 1,288.0 

3. Job Tra3z 

a. On-the-Job (MOL) 

Vehicles (1) 
Technical Assistance 
Operational Costs 

7.0 
30.0 

100.0 

7.0 
30.0 

100.0 

UNCLASSIFD 



- 30 - UNCLASSIFIED 

A.. GOCR _TOTAL 

b. 	Institutional Training
 
(IA) 

Equipnent 
 330.0 
 330.0
Operational Costs 580.0 580.0Worker Subsidies 
 150.0 
 250.0
 
Sub-Total 
 367.0 
 930.0 1,297.0
 

ACTIVIlY TOTALS 646.5 2,048.0 2,594.5
 

b. 	 Increasing the Demand frLabor 

i. 	 Smal! Industry Development 

San Jos6's labor force will increase by atleast 60,000 persons by 1980.

be expected 	

The natural growth of employment cannotto absorb all of these workers, and 	the GOCR has recognizedthat 	new jobs can be created by: (1) stimulating the creation and ex­pansion of wall industries (industries with less than 20and 	 (2) employees)experimenting with alternative organizational structures caD­able 	of increasing employment such as worker-owned and 	operated finns
(WOOFs). 

investments in Small industries have been selected becausethis sector reach the greatest concentrationspoor. Small industries and the informal 	 of urban 
sector currently employ al.­half 	of the employed labor force in

most 	
the tugurios; they arein areas accessible 	 locatedto tugurio residents;

to 	 and capital investments tendprr 'ice more jobs in s-nal 	indust'y than inSectic. V.A.) 	 large industry. (SeeHowever, in order to increase productivity and employ­ment 	in the sMala industry sector, several constraints must be over­come. These constraints include lack 	of access to institutionalcredit, poor imanagement, useand 	a lack of marketing 
of inefficient production technologies,skills and information. 

being met. The credit needsMoest 	small businessmen of smallJ businessmen are notare unable to offer adequate colla­
teralUor guarantees, which imits their access to institutional credit. 
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As a result, 36% of the small industry credit demand is being metfrvm private money lenders who often charge twice the rates appliedto large industrialists. Expensive credit or no access to it limits
the expansion possibilities of small industries.
 

The small entrepreneur is not accustomed to
following standard business record-keeping and financial managementprocedures. The Ministry of Econany fs Small Industry and ArtisanDepartnent (DYATPIA), has estimated that more than half of the re­quests for advice from smal entrepreneurs are for accournting andfinancial management assistance.
 

DGATPIA has also found a high percentage of
requests for technical assistance in manufacturing technology. 
It
estimates that 50% of Costa,Rican small industries have inadequate
or inappropriate machinery and equipment, resulting in low produc­tivity and high production costs.
 

A cocrdinated program of technical assist­ance, training and credit will address the technological, managerial
and financial constmaints which limit small industry expansion and
increased productivity. Up to 900 
 entrepreneurs will receive tech­nical assistance fran DGATPIA. IA will organize and conduct up to
40 training courses for small businessmen in such areas 
as financial
management, accounting and business administration. In addition,
a series of banking reforms will be established to increase the ac­cess of small businessmen to credit; a guaranty fund will be created
in the banking system to help neutralize the financial risks of lend­ing to small producers; and up to $5.8 million in credit will be
provided to meet the anticipated credit demands of small industrial­
ists.
 

(a) Technical Assistance
 

The Ministry of Economyfs Office of
Small Industry and Artisarwy (DGATPIA) has been in existence for ap­proximately two years. It helps small industrialists solve specifictechnological and management problems, and assists in the prepara­tio 
of feasibility studies and loan applications. It also coor­dinates its activities with banking institutions and other small in­dustry associations to facilitate the flow of information and credit
resources to this sector. 
It processes requests for import tax
exemptions, and performs regulatory functions for small industry.
During 1977 DGATPIA's field personnel assisted over 77 small indus-
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trialists prepare loan applications, provided 161 technical con­over 

a uliscaried 4and 15 feasibility studies for new4 manuals for product lines,mall entrepreneursport-LnPort regulations and business management. 
on accounting, ex-

Under this project DGATPIA'sbusiness extension Program will be expanded. During these smal
threeyears DCTPIA, will, with an additional staff of 36 field analysts,identify and register 1,000 small industrialists in the metropolitanarea; complete wcrk plans for 400 films; provide technical assistanceand follow-up services to 600 =all industrdalists; assist up to 970firms obtain credit and investnent guaranties frcm the c prci 7banking system; print and distribute series of 25astructional pamphlets; easy-to-read in­prepare

reports or' new products 
35 financial and technical feasibilityor production technologies; and give tax ad­vice to 450 firms. 

Identification of firms will take placein four ways: (I) through self identification,to DGATPIA for assistance; (2) 
i.e. those caningthrough referralssystems; (3) through M from the banking

extension agents' 
surveys and contacts; and (4) fran DGA pIAPersonal knoledge of the areas theyevaluations and plant visits will permit DGAIA' 

cover. Initial 
field agents todevelop work plans recanxnending a coordinated package of credit as­sistance, direct technical assistance and/or training for each firm. 

technical problems in When DGATPIA extension agentssmlJ encounterfirms which they cannot resolve, special­ized assistance will be obtained fron outside the agency.collaborative agreements DCATpIA haswith other technical institutions (Center forthe Study of Leather, the Soils Laboratory, Wood Laboratory, Tech­nological Food Institute,
Rica - and the Technological Institute of CostaITCR). In addition to these research institutes, DGATPIA canutilize the services of large corporations underthese corporations volunteer a program in whichto provide technical assistance to smallcorporations. 

ance, DGATPIA will provide smal! 
In addition to direct technical assist­businesses with feasibilit reportsindicating expansion. possibilities,

information When promising domestic marketfor new products is obtained,producers to determine DCATPIA will contact likelytheir degree of interest. Itfeasibility studies will then conductto determine if producing the newprofitable and provide technical assistance when 
item would be 

necessary. All 
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feasibility studies will be made available to the public free upon 
request.
 

DGATPIA will be responsible for asses­
sing the financial and technical feasibility of subprojects; and for
making credit recomendations to the National Banks participating
in this program. While all small industrialists applying for credit
will not need a credit reccmendation fran DGATPIA, National Banks
will only provide credit guarantees to mall industrialists who have
been recommended for credit approval by DGATPIA's extension agents.
The recommendations will require site visits and a technical andfinancial analysis of the small industrialists plans for the borrowed 
money. 

This more intensive and expanded programof DGATPIA will require greater financial and technical support to
DGATPIA by the GOCR and other international donor institutions. 
DGATPIA will have to hire and train an additional 36 individuals, and
obtain increased budgetary support for larger projected operating
expenses. It will draw extensively upon the technical assistance
currently being provided to the Ministry of Econany by the United
Nations, Israel, and Holland. It will also increase its use of
collaborative agreements with technical back-up institutions. 

DGATPIA is confident that it can meet most
of its training requirements; it only requires one long-term tech­
nical advisor in metallurgy. DGATPIA already can draw upon in-coun­
try expertise, and is currently receiving technical assistance in the

other priority areas of agro-industry, wood working and textiles,

Because the Mission considers DGATPIA's 
 activities critical to the
 
success of the Employment Generation Component, an evaluation of
DGATPIA.'s performance will be carried out early in the second year
of the project. The GOCR and AID will provide DGATPIA with increased
technical assistance and training if early evaluations and small
business failure rates indicate ina weakness DGATPIA's institutional 
capacity to perform its required functions. 

AID support to this project activity will
include limited financing for technical assistance, equipment andmaterials, vehicles, publications and building renovation. With an
increased field staff of 36, DGATPIA will require an additional six
vehicles C$48,000), various types of office equipnent (books, desks,
chairs, calculators, typewriters, etc. - $33,000) and office renova­
tion ($6,000). 
To increase DGALIIA's technical capability, AID will

finance the services of one technical advisor in metallurgy for 2
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years ($100,000) and fund up to four person-months of specializedshrt-tem assistance ($20,000); AID will also finance the costs of
up to 6 person-months of specializedarea of financial analysis ($17,500) 
-il-countrytraining in the 

costs for 25 instjctional pamphlets 
and the projected publication
for small industrialists($20,000).
 

(b) raining ofBusinessen 

To address identifiedconstraints of small industrialists, entrepreneurialIM proposestechnical assistance to reinforce theefforts of DGATPIA's 
a series of 

field staff by conductingcourses in business managementtion technology, and accounting, produc­(plant layout, work plan analyses and quality con­trol) employee relations, and marketing.the instrction INA has already preparedobjectives
nuvier of these 

and lesson plans in module units for acourses.
geographic zones 

INA plans to conduct training courses inwith high concentrationsAfter canvassing the of wall industrialists.zone to make contact
ists, and conducting 

with the smaU industrial­a participant survey,courses MA will determine whatto give and what modules to use.vey indicates When the participantthe need for course work in how 
sur­

for example, to apply for credit,INA can draw upon the services of experts from the Nat.tional Banking System to give the course.courses in technical areas, 
When the need is for 

Institute (ITCR). 
INA calls upon the Costa Rican TechnologyDGATPIA will also give a series of classes. 

to make the courses as relevantIn 
as 
order to keep attendance high andpossible to the problems of smallbusinessmen, IKA will, to the extent feasible,frm the group participantssame industry and use a succcessful small industrialistfrom that industry as one of the instructors, Courses will be con­ducted during hours convenient to the participants and will begeared towards those not accustanedClass sessions will be mixed, 

to long hours of lectures,with lectures ccmbined with site visitswhere instructors can denonstrate to the owners how to apply classlessons to daily operations,
 

to conduct 40 courses for up to 
Over 

800 
the life of the project, IA planssmall industrialists.age course will run The aver­12 weeks (108 hours) and be giventicipants by 4 or to 20-25 par­5 insiuctors. INA has had experience with thisprogram in townstwo in the Central 

a pilot Program in 
Valley and is currently runningSan Josg, Basedcalculated the personnel and 
on these experiences, INA hasequipment requirements to permit an ex-
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pansion of its training activities under this Project at $250,000.INA will use the GOCR's counterpart resources to hire and train 7additional full-time staff members, conduct participants surveysand finance in-country and third country travel. Under this Projectactivity, $15,000 in AID loan funds will be used to finance shop and
audiovisual equipment to camplement INA's training efforts. 

(c) Credit 

As noted earlier, the major impedimentsto the flow of credit to small industry are the inability of smallentrepreneurs to offer required collateral, their lack of technicalskills to prepare loan requests, and the Banking System's inabilityto respond to the needs of small industrialists with an efficient

and easily managed credit program.
 

The small businessman's lack of tech­nical skill will be addressed through the aforementioned training andtechnical assistance programs. His lack of collateral and the SBN'sinability to respond to his credit needs will be addressed through aseries of banking reforms. To assure the fulfillment of these re­forms and to guarantee sufficient funds 
 to meet the increased creditdemand expected to result fram these reforms, training and technicalassistance efforts, AID will allocate up to $2.5 million in loan
funds and the GOCR will provide $3.3 million for snall industrialcredit. Sub-loans will be made at 8% for up to 8 years, with a one­year grace period for fixed capital, and for up to 2 years with asix-month grace period for working capital. The provision of AID re­sources for credit will be contingent, however, on the implementation
of the following reforms: 

(1) guaran und 

In preparing for the Urban Project,an Inter-Bank Ccnmission proposed that the Central Bank manage, undera trust agreement, a guaranty fund of $2 million for snall industrialcredit in San Jose. Recognizing the similarity of the Ccauission'spreliminary design to the AID supported Productive Credit GuarantyPrograms (FCGP) in four other Latin American countries, the Missionsuggested that the GOCR consider using the PCGP to fill the guaranteefund requirement for the Urban Environment Loan. After preliminarystudy and discussions with Mission and AID/W technicians, the GOCR re,quested the establishment of a PCGP in Costa Rica. 

If approved, AID would allocate 
$3 million in PCGP funds to be supplemented by an additional $3 mil-
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lion by the GOCR banking system. The GOCR will initially cainit it­
self to a $3 million contingent liability under the PCGP and agree
to increase its liability if the original $6 million fund reserves 
are insufficient to cover losses on sub-loans made under the Urban
Environment Loan. 

The portfolio of sub-loans which can be covered under the PCGP cannot be determined in the absence of 
an actuarial base which currently does not exist. However, actuarial
data will be developed as the PCGP program progresses. The current
small industry loan losses of less than 1/2 of 1%indicate the pos­
sibility of extensive leverage, and the fund's credit guaranties
could exceed the value of the funds resources by a ratio as high as5 to I within the next 3 to 5 years. This leveraging of the fund's 
resources wuld permit faster capitalization of the fund and would
obviate the need for additional support by the GOCR and AID. 

The system design for Costa Ricawill follow the technical characteristics of other PCGP systems in
Bolivia, Nicaragua, Paraguay and Colombia. These models pemit ef­
fective application of risk management principles and can insure
 
system reliability and financial self-sufficiency.
 

Given the relatively Thigh risk"nature of the sub-projects to be financed under the project, the
Mission proposes to make the existance of the FOGP or a similar credit 
guaranty fund mechanism a condition precedent to disbursement of loan 
funds for sub-lending to smal! industrialists. 

(2) Information and Pronmtion 

The Centra1 Bank will praomte itssma.ll industry credit program through the mass media and through
DGATPIA field agents who will provide businessmen with information 
on the availability of credit and sources of technical assistance
and training for small and artesan industrialists. In addition, the
PCGP or any alternative guaranty system which is introduced, will
also require operating manuals for eligible lenders, a handbook for
the technical advisors from DGATPIA and a harebook for the Central
Bank. These documents will contain information on who qualifies for
credit, the objectives and terms of the loans, the steps to take in
applying for credit, the functions of the technical advisors, exam­
ples of credit applications and firanciaj. reports which should ac-
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canpany the applications, and instructions on how to fill out theapplications and carry out technical and financial feasibility stu­
dies. 

(3) Standardization and Simplific-a­
tFion of Loan Applications ­
cedures and Documfentaion 

The Inter-Bank Cammittee has
adopted a single application form for use by the entire SBN. 
The
form is simple and short. The acccmpanying financial report has
also been standardized and will be used by all SBN banks and the

Ministry of Econcmy. 

(4) 	Systematic Use of the M'nistry of
 
Economy as a Technical Assistance 
Agency
 

by DGATPIA 	 The expansion of services offeredof the Ministry of Economy will make it possible forthe small industrialists to base their credit requests on well-donetechnical and financial studies, thereby reducing bank wrkloads.The Inter-Bank Comittee has also designed a reference form (boletade referencia), which will accompany all credit applications. Thisform will be filled out by the person to whom the small industrial­ist delivers his initial credit request. 
The "boletas" to be sentdirectly to DCATPIA,will contain basic information on the applicant,the status of his business, and the credit request which he is
presenting to the bank. 
Thus 	far the SBN has financed one hundred
percent of those loan applications which have been accanpanied by a
DGATPIA study. 
Under the reforms proposed in this Project, the GOCR
hopes to maintain this high record of acceptance by the indivdual
banks. 
This, however, will require substantial expansion of
DGATPIA's technical staff and budget to which the GOCR is ccmmitted

under this project.
 

(5) 	 Eligibility Criteria for Subend­
ing Under Small Dustry Fund 

The SBN has modified its defini­tion 	of small and artesan industry. 
These firms 'arenow defined as
those which employ less than e250,000 ($30,000) in fixed capital
and machinery, and use simple production technology. 
This 	defini­tion 	will be adopted by the Ministry of Economy, the National Ap­prenticeship Institute, and other agencies to determine which smal 
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industries qualify for assistance under the Project.
 

In addition, AID and the GOCR 
will establish as a condition precedent to sub-loan disbursements 
for the credit canponent, a set of eligibility criteria, acceptable 
to AID, for allocating credit funds to small industialists. These 
criteria will require that eligible firms: 

- have maximm assets of less
 
than $30,000 in fixed capital;
 

- have a maximin capital per job 
ratio of under $4,000; 

- be located in the San Jose
 
Metropolitan Area;
 

- lack collateral or have no
 
access to other institutional
 
forms of credit;
 

- have a technically and finan­
cially sound use for the credit; 

- have the owner of the firm work
 
full time in its operations;
 

- maxiumn sub-loan amount to an 
individual finm will not ex­
ceed $15,000. 

(6) Increase in the Supply of Credit
 
and in the Profitability of Small
 
Industry Lending
 

In order to further encourage the 
carmercial banks to lend to small and artesan industrialists, the 
Central Bank is increasing the spread on funds to be loaned by the 
SBN to wall industries from two to at least three percentage points, 
This will reduce (or in scme cases eliminate) the differential earn­
ing rates on smll and large industry credit. In addition, all sub­
loans to snall industrialists will carry with them credit guarantees, 
thereby neutralizing risks to the ccmnercial banks of loans made to 
small industrialists. Finally the credit "topes" will remain as 
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minimum floors which the banks will be encouraged to meet, not max­inum ceilings. These funds will also be "earmarked" for small in­dustry lending, and cannot be sub-loaned for any other purpose.
 

//. Wbrker-Owned and Operated Firms 

The GOCR has expressed its desire to pro­mote the creation of wcrker-owned and operated firms (WOOFs) produc­ing for export under this Project. After reviewing the economicfeasibility of producing a number of selected products for export,
AID is prepared to finance the creation of up 
to three WOOFs as anexperiment to deterJne if the worker ownership concept is organiza­tionally feasible and if these firms can return to the worker­
owners an adequate wage and profits.
 

Loan funding will provide credit and tec-h­nical assistance to the three WOOFs. A government institution, mostlikely the Instituto Tecnol6gico de Costa Rica (I=R), will oversee
the establishment and management 
of the WOOFs. The SBN will ad­minister the credit. The functions of the supervising institutionwill be to: (1) contract for management of the WOOFs with a qualifiedCosta Rican consulting firn or other established business entity;(2) provide technical assistance to the WOOFs needed; andas (3)evaluate the experiment after an adequate period of obserzation. ifthe firms are successful, the final evaluation will include a recam­mendation for prcmoting a much larger number of WOOFs.
 

The first step in the experimnc dnit-1 befcr the supervising institution (ITCR) to produce a detailed plandescribing the legal and social structure of the three WOOFs and the
necessary steps for their creation and operation. The preoaration
of a detailed plan would require three or four man-mcnths of tech­nical advisors at an estimated cost of $20,000.
 

The detailed plan would carefully explanthe legal and social structure of the WOOF, procedures for its crea­tion and the transfer of ownership to the workers, the obligationsof the worker/owners, and the functions of management. The follow­ing description of these four topics assumes that the WOOFs will takethe form of a Sociedad An6nima (S.A.), a widely used business struc­ture which seems appropriate for the WOOFs. Other forms of businessorganizations may be considered in the Project as well. 

(a) Legal and Social Structure of the WOOF 

AID considers it essential that theresponsibility and risk of being an owner be represented by well-
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established financial documents such as stock certificates. The 	de­sign 	of the legal and social structure of the WOOFs should establisha method for the distribution of pofits on the basis of risk-taking.While the legal and social structure of the WOOFs can 	allow the wor­ker/owner to pay others for the services of organizing land, labor,and 	capital, it cannot allow them to stop being risk takers. 

(b) 	 Tmnsfer of Ownership 

The National Banking System hasmitted itself to loaning the three WOOFs 	 com­
needs. The SBN is 	

100% of their venture capitaltaking all the financial risk 	in the initial stagesof WOOF oDeration and may hold the shares in trust until the busi­ness 	has generated enough retained earnings to pay-in the subscribedequity capital and allow the transfer of ownership to the workers. 

The 	 SBN and the supervising institu­-tionwould determine the 'value of the S.A. 's stock. For example,they 	might base their decisicn on the 	amount of equity consideredaverage f'r firms in the selected industry. If the average debt to.equit 	 ratio in the wood-working idustry were 1.5 	 to 1, then a WOOF
,.Iak-;ng captain's
start oPera9ing 

c=airs which needed a $337,000 long-term loan towould be recuired by the SBN and the supervisinginsti-cion to establish $250,000 as the 	amcunt of equity capital tobe earned and -aidin. 

(c) 	 Obligation ofWorker-Owners 

When the warker-owners are hired,-:i11 	 subscribe to carrn stock with theyan assigned par value.workers 	 Onlywill te a2.wed to hold subscription stock to be paidthe .Arof-s 	 for bycf "he fimr. Wheile the subscription is legally a notePayable, the ,orkR-czwr.ers will not face 	risk of loss since theha-ter -f t-he S.A. and the workEr_-cwner contract will 	allow thesubscribers to cancel their Liabilit-y and return their subscriptionto the S.A. at any -rne. This recl!udesincanes and savings 	
the SBN -r= attaching theof the worker-ownezrs while their subscriptionsare unpaid. Subscription will be paid fram the profits of the firmwith no set payment dates; this arrangement is legal in Costa Rica.Only 	after the stock is paid-in and issued will the workersrisk 	exposure, which is limited to 

have
the 	par value of the paid-in stock. 

The 	Charter of the Sociedad An6nima
would require workers to own at least 51% of the issued shares, with 
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each We holding a specified Mmi number of shares. Increas­
ing thaF labor force would mean either issuing more subscriptions
or all the workers to sell to new employees shares which theyhold iness of the minium number required. Decreasing the WOOF 
labor 
!would mean the retirement of stock or reacquiring it in
the for treasury stock. The remaining stock (up to 49%) may be:(1) off to selected mangers; (2) offered to the U.S. importing

ccpanin exchange for managerial and technical assistance; or
 
(3) off for sale on the Costa Rican Stock Exchange. 

In addition to regulations in theChartere worker-owners will be required to sign a contract upon

being h, in which they agree to: (1) 
 use the selected manage­
ment coting fim for a specified period; and (2) not have any
voting ividend rights until all the subscription capital is paid­
in. (Wmeans that they agree to use the profits to pay in capital 
as rapias possible.) 

(d) Management of Worker-Owned and OperatedFinns 

Each WOOF is expected to have a manage­ment corant team of three individuals for three years at a cost

of aboui0,O00. Their tasks will be to: 
 (1)prepare a detailed
feasibi study covering all phases of the enterprise's operations,
includl3 preliminary commitent for financing from the SBN, and
lettersLntent from U.S. firms expressing wiJ!ingness to buy its

productor certain wood products indications of interest have al­
ready bobtained by an AID consultant; (3) form a Sociedad An6nima
 on a WOdel; (3) arrange for manufacturing facilities; (4) obtain

100% fiing from the SBN; (5) purchase and install the necessary

equipme6) hire the worker-owners; (7) obtain firm orders from

U.S. bu'; and (8) provide continued production and financial 
managem, and marketing services to the WOOFs. 

AID has decided to experiment with up tothree Wto allow for sane comparison in various industries, mar­
kets annagement techniques. Since they will be producing primarily
for expto U.S. markets, the intended areas of production by each
WOOF wie subject to approval by AID. Proposals in areas with de­
pressed. labor markets, such as the textile industry, will be 
excludeom AID assistance. Based on a prefeasibility study done
for a W(aking captain's chairs (see Feasibility Analysis - Worker
Owned axgerated Firms: Section V.C.), the GOCR haveAID and esti­
mated teed for $1 million dollars in credit and $554,000 in tech­
nical astaice. Since a firm producing captain's chairs will re­
quire antiated $377,000 for investrient and operating costs, an
amount Alcolders to be the maxi= capital required for any of 
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the three WOOFs, $1 million will be sufficient to meet the creditrequirents of the three firms. The technical advisors are 	esti­mated to cost $450,000. $104,000 has been budgeted for the super­vising agency (ITCR) to cover the costs of developing a wrkingcrganizational model for the WOOFs and contingencies. 

SUMMLARY BUDGETr 
(Thousands of Dollars) 

DEWWND FOR LABOR 

A.I.D. GOCR TOTAL 
I. 	 Small and Micro Industry 

a. 	 Technical Assistance
 
(DGATPIA)
 

Technical Assistance 
 120 
 120
Thaining 17.5 17.5Equipent 33 33Vehicles 48 48Publications 20 20Building Expansion 
 6 

Operating Expenses 	 6
 

750 750
 

b. 	 Training (INA)
 

Equipment 
 15 15 
Operating Expenses 
 250 250
 

c. 	 Credit 

Credit 
 2,554 3,300 5,854 

d. 	WOOF
 

Credit 
 500 500 
 1,000

Technical Assistance 500 ­ 500
 
TOTAL 
 3,813.5 4,800 8,613.5 
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2. Shelter and Tn.-frsucture Immoveprent 

The proliferation in San Jos6 of "tuguri-s",,areasof dilapidated housing, generally with sub-standard or non-existentinfrastructure and public services, has been of increasing concern tothe GOCR. There 100are over tugurios in the Metropolitan Area.Most are located in the 19 target nucleos. As noted in the UrbanAssessnent, 78% of the tugtmios' residents live in "poor t "fair"housing, versus or
35% of the residents of metropolitan San Jose. 32%of tugurio dwellings are overcrowted, versus 15.5% for the Metropo­litan Area. While the supply of essential public services (water,sewage, electricity) to tgios is similar to the rest of theMetropolitan Area, there are significant differences in whether theservices used individually or collectively.are In 1977 INVU studiedthe public services infrastructure requireennts of two of the
target nucleos, and estimated the cost for upgraing them to ac-

19
 

ceptable standards to be $1.2 million.
 

Although Costa Rica has cn~tent institutions provid­ing shelter and infrastructure services in urban and rural areas,they do not focus directly on the needs of the urban poor, nor dothey coordinate the delivery of their services. The Project willpmmte an integrated, coordinated approach using DIADECO (ccnunityorganization), INVU (housing construction), and IFAM (municipal de­velopment) to implement and institutionalize four different shelter programs directed at the urban poor: sites and services, ccannnity1upgrading, home improvement, and land title registration. The costof these programs will be borne by the beneficiaries, with repay­ments used to finance similar projects for other areas and other lo
 
incone families.
 

The financing for this program, will be provided by a$11.4 million Housing Investment Guarantee, a GOCR counterpart ccn­tribution of $3,680,000, and up to $426,000 of AID loin funds. Upto $2 million in HIG advances will be available to finance ccnztrIc­
tion. The Borrower for the HIG will b, the Ministry of Finance,acting on behalf of the Government of Costa Rica. The ImplenticAgreement will be signed by the INV, IFAM, DINADECO, and the Mnistryof Finance. The HIG Loan Agreement and a Contract of Guanntysubscribed by Costa Rica require ratification by the GOCR Ccn 

to b 
Cost details r.s.

for the various program options are presented in Arnt×xII.E; an analysis of the ability of the target poor to pay for ti-he.
options follows in Section V.D. 
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a. Shelter .Impvenent($8.4 million -HIG;$680,000 - C-OCR)­

i. 	 Sites & Services ($5,390,000 - HlG; 
$680,000 - GOCR)* 

An estimated 2,000 families, including thosewho are to be relocated, will 	be offered this option. Project siteswill 	be selected by INVU and the municipalities. DINADEC0throughits outreach efforts will orient potential buyers, organize them intoassociations, and assist INVL in prcnting self-help construction.INVU 	 will be solely responsible for project design, and for construc­tion 	bidding, supervision, and acceptance. Two plans will be offered:the simplest, serviced lots with sanitary core onwhich the buyer can quickly construct a temporary shelter which maybe improved over time; and serviced lots, sanitary core, and a basichouse. INVU 	will carry out credit checks, ad­minister the collection of mortgage payments, and give technicalguidance to families expanding their shelters on their own. 

ii. 	 Hone Improvements ($2,860,000 - HIG)* 

DINADECO, as part 	of its outreach function, 

*" 	 Inflation Allowance: Original project analyses were 	based on theassumptirn that construction would start in January, 1978. Costsof sites and service solutions, both with a sanitary core and witha minimum unit, were calculated as of September, 1977. (See
core 


Annex II.E.)
 

It now appears that construction will start one full 	year later,in January, 1979. During that period inflation will add between15 and 20% to unit costs. Thus, proposed financing has been in­creased for sites and services from $4,350,000 to $5,390,000 andfor hone improvement loans fron $2,460,000 to $2,860,000. 

In addition, a provision for an annual rate of inflation of 15.6%is maiintained for the life of the project for the sites and serv­ices 	solutions. Under this assumption, the most costly unit, to
be produced in July, 1981, would require a family incane of ap­proximately $240 	 per month, which would represent families in the45th 	incane percentile in San Jose, given current incane levels. 
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will 	also inform homeowners that funds 
are available through INVU to
finance home improvements. 
 INVU will set up a technical assistance
unit to inspect the applicants' house and suggest improvements, review
proposals and inspect completed work. 
About 3,000 home improvement
loans will be made to eligible tugurio residents and low income families
in other sections of the Metropolitan Area. 
The work will be performed
by small contractors. 
 Credit checks, disbursements, and collections
will 	be administered by INVU's financial office. 
 It is estimated that
approximately 3,000 loans will be made during the life of the project.
 

Lii. and Purchase and TitlnL (HG $150,000)
 
In th s experiment DINADEC0 and the eigh­borhood Associations it deals with will look for opportunities for
squatters or renters to buy the land they occupy. INVU 	will providefinancing for legal services for 400 title registrations, as well as
financing for 100 land purchases. 
The selection of credit recipients
will reflect the various land tenure problems which would be con­fronted in a full-scale titling and lot purchase program; and providethe GOCR practical experience in dealing with different kinds of solu­

tions.
 

b. 	 Camnunity Improvements ($3 million - HIG; $3 
million - GOCR) 

IFAM 	will create a $6 million fund to finance
infrastructure projects in the 19 target neighborhoods. 
The Camu­nity Developnent Associations will be assisted by DINADEC0 in pre­paring proposals ­ water and sewer system , paving, drainage, light­ing, etc. -- for municipalities to subnit to IFAM to study and, if
acceptable, to finance and supervise, 
The construction will be per­formed by contractors, except for those involving water and sewage
which will be carried out by AyA (Water & Sewage Authority), Theseprojects will be paid for through a valorization systeM, with assess­ments on individual beneficiaries. IFAM 	will provide technical as­sistance to the municipalities in determining appropriate levels ofassessment which are affordable by the poor. 
IFAM 	will also finance
conmunity improvements associated with INVU's efforts under the"land purchase and titling" component of this Project. 

IFAM projects within the 19 nucleos will be
selected on the basis of the impact of the site improvements on low
incame families. The projects will all be located in areas desig­nated as deteriorated by the GOCR. Preference will be given to thoseprojects which affect the largest percentage of low income familiesand improve the health and safety conditions of the target area.There are an estinated 9,000 eligible families in these areas. 
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Caumu-ity infrastructure projects to be located 
in the tugurio areas of the nucleos, where 64 percent of the family 
incomes are below the 50th percentile (as established by a May 1977 
household and adult survey by the Ministry of the Presidency), will 
be financed with equally matching GOCR and HIG funds, Site improve­
ment projects which extend beyond a tu1urio area (e.g. in order to 
connect into a sewer collector, water main or improved road), will 
be financed proportionately by HIG and GOCR funds on the basis of a 
household income survey to be performed in the areas affected by 
the improvements. The portion to be financed by HIG funds outside 
the tugurios on these types of projects will be determined by the 
ratio of low income families to the total number of families af­
fected. The survey costs will be included in the projects. Cammu­
nity improvement loans will be extended to municipalities which will 
recover project costs through the valorization system. 

Before construction starts, the valorization 
unit of IFAM will assist the municipality in establishing cost assess­
ments for individual beneficiaries. The municipalities or AyA, as 
appropriate, will be responsible for cost recovery and will bill 
and collect quarterly using their existing systems, with assistance 
from IFAM. To carry out the valorization system, IFAM will establish 
a small unit within i-s Technical Services Department. 

c. 	 Technical Assistance and Training - Shelter 
($426,000 - DL Loan) 

The proposed shelter and conmmunity improvement 
programs place a strong emphasis on coordination between the partic­
ipating institutions, that is IVU, IFAM, DINADECO and the unnicipal 
goverrnments of the San Jose metropolitan area. The Project purpose 
is to demonstrate the effectiveness of a such a coordinated approach 
to dealing with the living conditions in the tugurios. 

Therefore, $150,000 of the proposed loan-funded 
assistance will be used to provide a full-time, resident assistant 
project administrator, who will concentrate on promoting and en­
couraging inter-agency cooperation in the shelter and cormznty im­
provement programs. The technician will also be qualified to provide 
guidance in the more technical aspects of project implementation, 
particularly to assure that project costs are minimized and that the 
solutions are affordable to the lowest possible income groups. 
Finally, the technician will assist RHUDO/ROCAP and USAID/CR in 
monitoring program implementation. 

UNCLASSIFID 



- 47 	 - UNCLASSIFIED 

An additional $15,000 inthree person months 	 loan funds will financeof shrt-term assistancecedures that will assure 	
to INVU to develop pro­mximzm benefits to hame imrpovemet loanrecipients. 

IFAM 	will receive up to six person monthsshort-term technical assistance 	 into help organize the unit which willadvise the mnicipalities with 	regard to valorization.staff members 	 The fourof the unit will be offered, in addition,of two person-years of training in 	
up to a totalcountriesvalorization is 	 such as Colombia, wherewidely and effectively used. IFAM will receive$70,000 in loan funds for this purpose.
 

Finally, DINADECOshort-term technical assistance will receive twelve monthsto help promote and organize comu­nity development efforts within anin-country seminars. 
urban context and to cazry outThis will be ccmplEmented with training incountries as El Salvador, 	 such 

progran5, and with academic 
which have successful conmunity development

training inpersonnel. 	 the U.S. for senior levelThe technical assistance and training will be financedwith $100,000 in loan funds. An additional $101,000 will be usedto finance the purchase of vehicles,equipment 	 and office and audiovisualto 
office. 

support the expansion of DINADECO's metropolitan zone 

A.T.D. GOCR 
I. Hane irrFovEnent loan program (INVU)Technical assistance (short-tenm ) 3 pm $ 15,000 

$ 15,000 
2. 
CaTUity infrastructure cost recovery

(IFAM)
Technical assistance (short-tenm) y pmParticipant training (out of country) 24 pm 

30,000
 
30,000 1/
 

$ 60,000­
3. 
 Community development (DINADECO)

Technical assistance (short-term) 6 pm 
 60,000
Participant training (in & out ofcountry) 18 pm 

40,000 2/
 

11 	 Assumes four trips and average training of 6 months.2/ 	 Assumes 6-month academic -taining for two persons and shorttwo-month training wrkshops for up to eight persons. 
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A.I.D. GOCR
 
Equipnent/materials $ 55,000Vehicles (6vehicles/5 mtorcycles) 46,000
Operational costs 
 $762,000
 

4. 	 Assistant roject cOcrdinatcr-shelter 24 pin 150,000 

TOTALS $426,000 $762 000
 

SWRY BU=
 

(Thousands of Dollars)
 

SHLTER AND INRASIRUCTIRE IMPROVMT 

AID HG 00CR TOTAL 

1. 	 Shelter Improvements 
Site 	Dnpeonents 
 5,390 680 
 6,070
 

2. 	Hane Improvements 
 2,860 
 2,860
 
3. 	Land Purchase and Title 
 150 
 150
 

4. 	 Camnunity Improvement 
 3,000 3,000 6,000
 

5. 	Technical Assistance and
 
Training 
 426 
 426
 

6. 	Operational Support 
 762 762
 

TOTALS 
 426 1 4 16268 

3. Urban Policy, Planning, and Project Adniristration 

a. 	 Policy 

The Urban Assessment notes the absence of clearGoverrament policies in several areas related to improving the pro­ductivity, incomes, and living conditions of the poor. Whilegislative base for planning exists 	
a le­

-- e.g., the Urban Planning Lawof 1968, the National Planning Law of 1974 -- and elenents of a 
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coordinated institutional structure are in place -- the National 
Urban. and Regional Policy Council, OFIPLAN, and the nascent San Josg 
Metropolitan Department -- Goverrment efforts to date have not re­
flected a satisfactory level of institutional coordination.and effi­
ciency, and they have not been. effectively focused on the poorest 
elements of the urban population., 

This Project will include the financing of 
studies intended to enhance the effectiveness of the Govenent's 
planning apparatus as well as improve the content and delivery of 
assistance for the poorest. OFIPIAN on its own or in consultation 
with other interested GoverTrmnt offices will select the subjects of 
study; will draw up the detailed scopes-of-work and carry out the 
procedures of contracting; will monitor the execution of each study; 
and will accept each study for the Goverrnent, cetifying that pay­
ment is proper. Subjects of study will include the effect of cur­
rent urban policies on the poor, and institutional changes which 
could improve the coordination and execution of projects,,, The 
Assessment recamiended consideration of new GOCR policies in several 
areas relating to the supply and deand of labor: factor prices, 
the use of intermediate technology, and public assistance for the 
hard core unemployed. One specific topic to be studied is the long­
term consequences of lending to small businesses at subsidized, be­
low-market rates, 

The Urban Sector Assessment also recaumended the 
development of a policy for the shelter sector, in order to permit 
the more effective utilization of available financial and institu­
tional resources, Despite the priority given to housing in the na­
tional economy, the number of agencies devoted to housing finance and 
production, and the accelerated pace of housing construction, there 
is no institutional mechanism to coordinate these activities and as­
sure that all income groups are being served. The housing picture 
includes:
 

- Duplication of functions: institutions invest 
in housing without having defined priorities 
or goals; 

- Lack of coordination for housing progras; 
various institutions have different interest 
rate, repayment, and subsidy policies which 
confuse potential beneficiaries and scmetimes 
undermine the programs; 
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- Lack of consensus about the nature of thehousing problem and how to measure it: eachinstitution has itsown definitions of housingdeficit, deficient housing, etc. which impedes
canparison and generalization; and 

- Disagreement on interest rates or on which
financial and credit systems ought to be used 
for the low incane sectors.
 

To address these problems, Costa Rica needs todevelop a national housing policy, implemented through a nationalhousing plan, which establishes priorities at the nationalregulates public level,redit, promotes a more efficient use of the re­sources of state agencies, and coordinates the programs and activitiesof public and private institutions to assure that all incame groupsare reached by housing programs. 

The GOCR appearsnational housing policy and plan. 
to be willing to prepare aFor such a policy and plan to bevalid and aredible, 

is 
they should be carried out by Costa Ricans. It
equally important that the process leading to their preparation
involve 1mxzmhn collaboration between agencies within the public sec­tor and between the public and private sectors. 

$50,000 in loan funds are to be used to financeup to ten person months of technical assistance to advise on theproper methodology for developing a national housing policy.assistance will be provided Such 
over a two-to-three year period and willdraw on recent experiences in Honduras and other Central American

countries. 

In support of this effort, an additional $55,000in loan funds would be available to finance studies on specificproblems related to the shelter sector. For example, a policy studymight be needed on the operation of housing finance in Costa Rica.Such a study could evaluate existing interest rate policies, theallccation and distribution of public financial resources destinedfor housing programs or the need to increase the degree of autonamy
of the savings and loan aystem. 

Development of appropriate policies in theabove areas will require research and analysis. To assist the GOCR 
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in developing its capacity in t 
years of participant training 
These funds will finance gradu,
tries in public policy analysis, 

areas, funds for 10 persons
Qso included in the Project. 
training in U.S. and third coun­

and other fields related to the 
above areas. 

b. 'Planning 

A sizeable number of San Jose's poor live in abelt outside the Metropolitan Area including the secondary cities ofAlajuela, Cartago and Heredia, smaller towns, and agricultu.e areas.
The belt together with the Metro Area, is known as the Urban Agglo­
meration. The Urban Assessment did not sufficiently define thenature and extent of povery in the Urban Agglaneration. A more in­
depth study of poverty in this area will be *financed
under the Project, because an expansion of GOCR activities in that 
zone is contemplated. 

This Project will finance up to 39 person monthsof technical assistance to help the GOCR analyze (1) the potential
impact of employment and housing activities on the flow of rural 
poor to the city; (2) the degree and nature of poverty in secondary
cities, including those in the TUban Agglomeration; (3) the relation­
ship of urban poverty in San Joso to regional development and the
grwth of secondary cities, particularly those in the Urban Agglane­
ration; (4) the continued mobility of the poor within urban areas
their ability to take advantage of non-geographically targeted pro-

and 

grams. The result should be a better definition of the target group,
especially the distinctions between the h-zrdcore poor who are de­
pendent upon welfare transfers and th: upwardly mobile poor who can
take advantage of housing and employment programs. 

c. Project Administration 

The Project will be administered by a specialunit to be established within the Presidency. An experienced and
highly qualified Project Coordinator will be hired by the Presidency 
on at least a half time basis; he will be assisted by two full-time
professionals and a small clerical staff. While organizationally
placed within the Presidency, the Project Coordination and Administra­tion Unit will be supervised by and be directly responsible to a high
level Inter-Agency Coordinating Ccmmittee composed of key represent­
atives of the major implementing ag mcies as well as the Ministries 
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of the Presidency and Finance and OFIPIAN. The Coordination Unitwill be responsible for program planning and coordination. It willreport on Project progress to the Inter-Agency Camittee and advisethat cauttee on the allocation and control of Project resources.Additionally the Cordination and Administration Unit will staffinter-agency sub-canittees as needed to ensure proper coord.inationand program operations involving discrete functional areas (i.e.DINADECO, IFAM, and INVU for shelter program operations; MEIC, Na­tional Banking System and ITCR for small industry development; INAand the Ministry of Labor, and IMAS for job training and placement,
etc.). 

GOCR counterpart funds, estimated at $100,000will finance all staff and clerical positions (with the e=eptionof the Project Coordinator), office space and equipment, and othersuport costs for the Coordination Office. Loan funds will beutilized for contracting the Project Coordinator ($36,000) and foran estimated 4 months of short-term of technical assistance (esti­mated cost $20,000) for consultation on coordination and management 

detailed evaluation design; baseline, 

systems. 

d. Project Evaluation. 

tion VIII. 
The Project Evaluation Plan is discussed inThe Loan will fund 5 months of consultant services in 

Sec­

18th-month, and 36th-imnthstatus surveys; data processing costs, and costs for special evalua­tion studies. 
An early evaluation will include an investigation-of

possible employment constraints faced by women that should be addressed
by the Project. GOCR counterpart wili be required for contract super­
vision and monitoring costs.
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URiAN POLICY, PLANNING, PROECT COORDINATION/PtNNI 
AND EVAIJATION INfPTS 

($000)
 

Subject of Study 


I. 	Urban Policy and Planning
 

A. 	 Policy Level 

I. 	Analysis of institutional 
charngas whic could improve
coordination and execution of 
projects. 


2. 	Effect of current urban policies
 
on increasing Employment oppor­
tunities and services to the 
Poor. 

3. 	 Econanic and social effects of 
artificially low interest rates. 

4. 	Housing policy: 

a. 	 Shct-tem assistance in 
the methodology and process 
for developing a housing 
policy. 


b. 	 Studies on subjects such as 
housing finance 
and interest rate policies 

5. 	 Labor policy: The hardcore un­
employed, factor pricing, labor­
intensive technology 

Sub-Total 

B. 	Urban Planning 

6. 	 Identification of the nature and 
degree of poverty in the Agglo­
meration and in Secondary Cities. 
Conduct of sample-survies, survey

design and analysis 

Cost ($ 000) 
Months AID GOCR 

6 CR 10 -

6 CR 10 -

6 CR 10 -

i0 US 50 -

8 US 40 -
10 CR is -

6 CR 10 -

$145 -

50 -
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Subject of study 	 -Cost ($000) 

Months AID GOCR 
7. 	 Project Developnent: 

a. Target group identification 6 CR 10 -

b. 	 Target group migration 2 CR ­3 

c. 	 Dnployment ecpansion oppor­
tunlities 6 CR 10 ­

6 US 30 ­d. 	 Housing needs 3 CR 5 ­
e. Impact of alternative 10 CR 15 ­

project 6 US 30 ­

Sub-Total $153 -

C. maining 

Ten person years of overseas taining
fcr OFIlAN staff in subjects related 
to rublic policy analysis and fonml­
ation 
 $140
 

!I. 	 Project CccrLination and ionitoring 

- ?'soral ser ices contract - three years/
 
half time
 

- Project advisor $12,000 x 3 
- Managenent T.A. 4 p.m. 	

$ 36 

- Staff and operaticnal support costs 
$ 20 

I00 
Sub-Total 
 $ 56 $100 

III. 	Project Evaluation
 

Design of evaluation and analysis of
results - consultant - 5 IM - US $ 25Surveys: Baseline $ 35

18th 	month $ 2036th 	month $ 20Special in-depth studies 6 CR $ 10 
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Subject of Study 

Data processing 

Sub-Total 

IV. Summary Budget 

- Urban policy/plammg 
- Project coordination/morntcing 
- Evaluation 

TOTAL 

Mont ost ($000) 

$ 10 -

$120 -

$438 -
$ 56 $100 
$120 -

$614 $100 
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URBAN tEVI1NMft PROJECT 

SUMMARY BUDGET ($000) 

1. 

2. 

3. 

4. 

Labor Supply 

Labor Derand 

Urban Policy, Planning, ProjectCoordination/Planningand 
Evaluation Inputs 

Shelter Community Infrastructure 

AID 

646.5 

3,813.5 

C14.0 

426.0 

BIG 

11,400.0 

GOCR 

2,048.0 

4,800.0 

100.0 

4,442.0 

TOTAL 

2,694.5 

8,613.5 

714.0 

16,268.0 

" 

GRAND TOTALS 5,500.0 11,400.0 11,390.0 28,290.0 

wn 
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IV. SOCIAL ANALYSIS
 

A. Social and Cultural Feasibility
 

1. The Primary Target Group 

This Project is directed toward the poor of the
 
San Jose Metropolitan Area. Although these poor are dispersed

throughout the Area, there are concentrations in tugurio areas;
 
much of this Project, especially the housing portion, will be di­
rected at the poor living in the tugurios.
 

The Urban Sector Assessment describes three types

of tugurios: Concentrated, Dispersed and Unstable Pockets.
 

Concentrated tuli os, which were formed im­
mediately after World War II and which occupy large, continuous,

and clearly bounded zones, are the stereotype ,a-ban slums. There 
is evidence from studies in other Latin Anerican cities, supported
by informed opinion of Costa Rican social scientists, that well­
established slun areas of this type serve many of the basic needs
 
of low-income people, offering a micro-society of opportunities for
 
upward mobility. They tend to be self-policing and shelter con­
ditions, though unappealing by middle-class star.dards, tend to
 
reflect rational economic choices in terms of investment and the
 
raw materials used. Only ten percent of the families are mgnxnts,
and there is a relatively low rate of population turnover. The 
areas are neither attractive nor repulsive in character, but 3table;
the inhabitants are "loyal to hare". Concentrated tugurics a/go
have a much higher percentage of renters than is the case in the
 
other types.
 

Dispersed tuu2os, of more recent fomit.n, 
have resulted from the influx of migrants during the 1960's. Por 
housing is mixed with relatively higher value units. Th"s-d"-- " 
here are poorer on the average than those in the other two tyrem of 
tUgnriOS, and family sizoei hat larger. -- There is I 
cantly higher incidence of owner-occupied dwellings, althoupgh

housing density and infrastructure provisions are signific-antly 
less than in Concentrated tugurios.
 

Unstable Pocket-type tugurios are not iesnccii­
ated with particular historical periods. Rather, they pren 
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small and isolated groupings of diverse age and origin, clearlydemarcated in strips and pockets, sometimes
invasions. They relatively unstable, 

the result of squatterare with two-thirds of thepopulation located on private and one-third on municipal land. 

While each of the threeattention under the Project, 
tugio types will receivethe characteist cs of each typesuggest different component mixes. With respect to Concentratedtugurios, for example, it is anticipated that: (1)home improvementloan activity will be minimal because of the low incidence of owneroccupied units; (2) there will be a relatively high incidence offamilies capable of benefiting from sites and services options, ifthe sites are close to present residence and job locations; and(3) there will be a medium to low incidence of infrastructureprojects; the infrastructure typically found in such neighborhoodsis more developed, and there may be difficulties in assessinglandlords for improvements benefiting renters. Additionally, thistype of tugurio is suitable for experimental solutions involvingexpropriation, legal action against delinquent landlords, and/orvoluntary cooperation of landlords and tenants in comunmity andhome inmprovement activities. 

Dispersed tugurios are expected to absorbsignificant amount aof housing and in-fstructure funds. The lowincidence of renters will make title registration and home im­provement lending particularly appropriate. The need for infra­structure is also great because these tugu'ios are relatively new
and have large land areas.
 

Unstable tugurios, becauseDocket" nature, of their "vestrelative instability, and uncertain land tenurestat'.Ls, do not lend themselves to shelter and infrastructuralinvestments. Those that appear likely to become permanent com­munities will receive Project funds. On the other hand, sites andservices solutions in nearby areas will be offered to residentsof tu ros characterized by hazardous conditions ur transitory
populations. 

All types of 'tu4ros are appropriate and willbe targets for the income iprovement activities. Because of thedispers ed nature of poverty in San Jose, the employment generationcomponents of the project will not be restricted to tuguriodwellers; however, the project is designed to give these peoplepriority. For instance, much of the small industry to benefit 
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from the loan program is located in or near tugurios; as ame theIAS offices which will be the first point of contact for tmining
and job placement activities. 

2. Popular Participation and Tugurio Organizations
 

Surveys carried out for the Urban Sector As­sessment found that Costa Rican tugurios are relatively well organ­ized and capable of nmbilizing themelves for collective action.
 
The activities of camzdity organizations include education, com­murn-ty development, nutrition, cooperatives, religion, politics, and

labor movements. 
PeoDle who have worked in tugurios observe that

residents spontaneously organize themselves into pressure groups
for purposes of getting immediate action on well-focused problem:

for exanple, securing rights to land where people are subject to

expulsion. 
Once the objective is met the group often dissolves.
 

Tug=Lo residents were asked to respond to thequestion, "In a case where the Government is not treating you justly,which mechanism do you think would produce fastest results?." About 
a third would rely on e~dsting local guvermient or officially

recognized representative entities (municipalities 11%, Community

Development Associations 21%); another third would use ad hoc
 
arrengements (organizing meetings with neighbors 28%, o-rga-zing
strikes 3%); and a fourth would use political channels (congression­
al representative 19%, political -party channels 4%). Only three
 
percent of the sample of 517 adults said they would do nothing,
indicating very little overt cynicism or indifference. The pre­
ferred method of problem-solving for nearly half of the respondents
was to work with either ad hoc neighborhood groups or CommunityDevelopment Associations, suggesting a high degree of self-reliance
 
among the tugurio residents.
 

Local tugurio community organizations will be
strengthened under the Project by the direct efforts of DI[AIECO
to increase the skill and confidence of the urban poor in improving

their standard of living and in dealing with and influencing

govern-rnnt programs and policies. This effort will build directly
on o dwellers' denmnstrated willingness to take collective 
action. 

Cornunity participation is particularly rele­vant to the shelter and infrastructure ccnponents of the project.

In the case of housing, the community organizational role will
primarily be one of promtion and information, especially for land
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tenancy legalization and home improvements. For sites and servicesprojects, once the broader canTnumity prmtin effort is completed,DINADECO and fVU will assume the principal organizational role for
further subproj ect development. 

The principal organizations involved in infra­structure and comnnity imrovents will be the Development As­sociations and the smaller development ommittees which report tothe larger Development Associations. There are now 66 Development
Associations with legal status operating in the Metropolitan Area.Development Associations are autonomous organizations formed underthe DINADECO legislation, and are subject to the audit and fiscal
control of DINADECO. They are 
funded by grants from the NationalBudget, aid may receive loans from the Banco Popular for specific
community improvement projects. The present capabilities of these 
organizations vary. 

DINADECO will improve its capacity to promote,develop, and train both the curxntly active development comnittees
and those to be fonred. Of particular importance will be the
establishment of good working relationships between these groups,
the Development Associations, and the municipalities. Whilemunicipalities will 	be the main borrowers of the infrastructure
ftunds from IFAM, the Development Associations will have the taskof identifying the specific works to be undertaken. Because bene­ficiaries will be assessed for improvements, the commnity
understand the potential benefits 	

must 
and reach a consensus aboutundertaking a given sub-project. Associations will have to workclosely with the municipalities in the assessment and loan repaymentprocess for each project. Up to now the Associations have beenworking as fund-raisers. Some groups have been effective at this,but all have suffered from insufficient funding for the type ofprojects undertaken. Under this Project the Associations shouldbecome more effective, since more 	 time can be dedicated to problemidentification and cninty organization, and less to raisingmney. Associations will act as spokesmen for residents who wantspecific improvements and who are willing to be assessed individually

for such improvements. 

B. 	 Project Suitability and Acceptance, Including Possible 
Resistance 

The benefits to be derived from this Project are es­sential to basic welfare: employment and thus higher income,improved shelter and comunity infrastructure and the strengthening 
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of individuals and =nmunities as agents of change. 

The Project czmonnts respond to specific needswants of the poor. andIt was noted in the Interim Report that ap­proximately 75% of small industries in San Josedeteriorated areas, are located inand over 40% of the workers in the tuemployed in os areeither the small business or the informal sector.The availability of credit to smal. industries will, therefore,directly aid the t poor.
 

The desire of 
 all businessmenis indicated by the findings noted in 
to obtain bank credit 

(Section V.C. 
our Credit Demand Analysisand Annex II.G.); 33.4%of the estimated 3,500 firmsin the target group received bank loans dting 1977, while overhalf of this group had applied for credit.
 

The question of whether workers 
are capable of beingowners Is answered to some degree by the successful cooperativeexperience in Costa Rica, but also will be one of the areas ofinvestigation in the WOOF experiment. The metroof small businesses, area is a beehiveand Costa Ricans have an affinity for indi­vidual, entpreneurial effort. 

Job training is desir-ble, both for its contributionto worker productivity and for its role in enhancing workersatisfaction. In the Household Survey workers were asked whether
they felt a lack of adequate training. About one-quarter of those
who had worked the previous week said they were working inwhich they were not qualified. jobs for
Nineteen percent of the respondentswerce attending a training course at the time of the survey, andsixly-eight percent expressed interest in attending one, indicatingthat the tining component of the Loan answers a felt need among


S i__io poor.
 

An anthropological study of Villa Esperanza,Jose housing developent created by INVU in 
a San

1969, 1/ found that 

1/ F.ulia Maria Roiguez A., Villa Espenza: Una intepretaci6natro olgica. Unidad de Investigaciones Sociales,Informacinicasa Presidencia, Oficina de
San Jose, Costa Rica. July 1977. 
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self-help housing was widely accepted as a shelter option for lowincame families, and that the most serious problem still confronting
the commnity was the lack of adequate infrestructure and services. 

Villa Esperanza has several types of housing: concretehouses without interior partitions, to-bedroom wooden houses, and
self-help houses. The investigations found that owners of the self­help houses derived greater satisfaction from their homes, and were more willing to improve their houses and maintain them in goodcondition. This Project will provide sites and services, allowing
houses to be constructed according to the aspirations and needs of
the participants. 
 The residents will see themselves as real owners,responsible for maintenance and improvement. Self-help housing de­velops mutual aid networks among neighbors, which are then reflected
in other aspects of social behavior. As mentioned, tugurio dwellers 
already have experience in self-organization. 

According to the Household Survey cited in the UrbanSector Assessment, 51% of tug .io residents rented their houses,
83% of these said they wanted to own their homes. More than half

and 

of those who did own their homes expressed the desire to do repair

work on them. Those who were renting paid an average of 0267, or
$31 per month Conly 5% paid less than 0100, or $12). The averagemonthly payment that the families were willing to make, whether
renting, buying, or repairing their homes, was 0250, or $29 (only
11% said they could pay no more 
than 0100). Because the solutions
offered under this project will not exceed $30 a month, there ap­pears to be both a willingness to improve housing and the ability 
to pay. 

Elements which will contribute to the success of thisProject are evident in the nature and extent of the poverty phe­nomenon in Costa Rica. The poor are not yet gathered in great
concentrations, but are dispersed throughout the Metropolitan
,Aea; the tugurios are not totally comprised of deteriorated
buildings or apathetic families. In short, poverty in Costa Rica
does not appear to have developed its own sub-culture, and giventhe opportunity the poor should be able to join the mainstream ofCosta Rican life. This apparent lack of a poverty sub-culture and
assumptions regarding mobility from poverty to higher income strata
will be tested during the life of the Project. 

Landlords whose interests could be threatened by thisProject may try to block certain activities; municipal governmentsmay object to the lower building and infrastructure standards of 
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a program pronting incremental barrio ='provement rather than the 
eradication and construction of new housing. 

Since the purrhase of lots by renters is experimental 
and might met resistance, this activity has been kept small. The 
proposed 500 cases over a three-year period will be sufficient 
experience for setting future criteria, and will not jeopardize 
other Project components. Resistance to assessments for infra­
structure improvements can be countered with arguments about the 
increased attractiveness of the neighborhood to renters and the 
increased property values resulting from comunity improvements.
Local law permits rent increases in relation to the cost of im­
provements made to a property. However, INVU has the authority to 
regulate rent levels in :uuios. Renter occupancy rates also 
should go up because of improved living conditions, thereby bene­
fiting the landlords. Resistance by municipal governments to lower 
construction standards can be reduced if Councils are informed of 
the project objectives and encouraged to participate in the planning
of sub-projects. Municipalities will have to take an active role 
in project activities, especially for the community and infra­
structure improvements, from early project identification stages
through execution and subloan recuperation. Early feedback from 
municipal officials can be helpful to overcome objections that 
might be raised later when building permits must be issued. 
DDIADECO will have to play an important role in selling the concepts 
to the landlords and municipalities; in some cases communaity 
pressure may be necessary. Past conflicts between ENVU and Munici­
palities on building standards (Municipalities resisting lower INVU 
stmidards) have been satisfactorily resolved through early consul­
tation. 

C. SDread Effects 

The spread effects of the Project are assured by the 
institutionalization of systemr to address urban poverty, and the 
establishment of credit lines which will allow for reuse of funds 
for program continuation. Additionally, Loan funds have been 
allocated for (1)further study of urban poverty outside the 
geographical boundaries of this project (i.e., San Jos Metro­
politan Area) and (2) the design of an FY80 AID supported program
for addressing the urban development needs of Costa Rica's second­
ary cities.
 

The San Jose Program will test the feasibility of a 
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coomdixbted effort to solve urban poverty problems where they are now most prevalent. It is expected that this approach or a similarone will be applied elsewhere once the benefits have been demon­
s': 'ted. 

According to the Urban Sector Assessment, there islittle reason to believe that urban poverty can be significantly
alleviated by decentralization of econnic activities and industry.Urban poverty must be dealt with in the poor communities themselves.It is not anticipated that new employment generated by small andworker-owned industries or improved housing in San Jose will pre­cipitate increased rural to urban migration. Although studies onthe motivation of migrants have not been made, it is the opinionof most Costa Rican experts that rural to urban migration is more a function of rural residents being displaced, rat-., than be-ing"pulled" by job and other city attractions. The q oach to be
taken in this Project -- institutionalization within San Jose and
replication in other poverty areas -- is 
 consistent with these
 
views.
 

D. Implications for the Role of Wanen 

Women have had a relatively low rate of participationin the job market, although it has been growing in recent years.It appears that a significant number of wanen (both potential laborforce entrants and those already looking for work), will be able tobenefit from the employment to be generated by this Project. TheFederaci6n de Organizacio6n Voluntarias (FOV), a non-profit volun­tary organization created in 1969 and focusing priarily on theneeds of women, will use existing OPG funds (not part of thisProject) to identify potential women applicants for job trainingand placement. Motivatioral and adaptational training designed tomeet the needs of women facing the challenge of new jobs orhousing projects will be offered to approximately 1,500 poor womenfrn the San Jose Metropolitan Area. Constraints unique to womenwhich may limit their full participation in employment and training
activities will be examined in one of the early evaluations of the 
Project. 
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V. FEASIBILITY ANALYSES
 

A. Econanic Analysis
 

1. Project Cost
 

The beneflt/cost analysis that follows is based
 
on A.I.D. and GOCR contributions to the three projects components

which are designed to increase employment and incomes of the target

groups: training and employment, small industry expansion, and

worke-owned industries. 
Housing funds as well as funds for research,policy planning and surveys are not included. The allocation of
project costs among the three major employment generating activities 
are as follows: 

Training and Placement $ 2,694,500 

Sall Industry Expansion 1/ 7,059,500
 

Worker-Owned Industries 
 1,450,000
 

TOTAL $ 11,204,000
 

To evaluate the discounted value of the cost
 
stream relative to the discounted flow of benefits which can be

expected as a direct result of the Project, it is assumed that 20%
of project funds 
 r each component will be disbursed in the first
 
year, 40% in yei; 
 and 40% in year three.
 

Project Expenditure Flow
 

Training Small Worker 
and Industry Owned 

Placement Expansion Industries TOTAL 

Year 1 20% 
Year 2 40% 
Year 3 40% 
Year 4-20 

$ 538,900 
1,077,800 
1,077,800 

0 

$1,411,900 
2,823,800 
2,823,800 

0 

$ 290,000 
580,000 
580,000 

0 

$ 2,240,800 
4,481,600 
4,481,600 

0 

TOTAL $2,694,500 $7,059,500 $1,450,000 $11,204,000 

1/ Project costs allocated to this activity include 
both credit
and a portion of the costsfor T.A., training and Dlacement, which willenable up to 3,530 workers to obtain productive employment in 
small industries. 
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2. Project Benefits 

a. Training and Employment 

It is estimated that 8,000 workers will be 
placed in better jobs as a result of the Urban Project's training
and placement activities. Approxiately 6,000 of these workers will 
require both training and placement while an estimated 2,000 will be
placed without training. Since some jobs will be generated by
either credit for small industry e p nsion (3,530) or by the creation 
of WOOFs (120), only 4,350 job placements can be attributable di­
rectly to the training and placement activities. Assuming all 
workers are receiving a minimum wage prior to the start of the 
Project, the value of the training and placement benefits are esti­
mated to be one-half the difference between the existing minimum 
wage for Costa Rica and the average wage of industrial workers after 
placement, or $174 per year per employee. The calculations are: 

Minimum Monthly Wage 

Average Monthly Wage 

Industry 

0 450.00 

694.75 

666.50 

at 8.6 

at 8.6 

$52 per month 

- $81 per month 

Conmerce 716.80 

Transportation 818.10 

Construction 577.60 

1/2 Annual Average Wage $486
 

less 1/2 Annual Minimum Wage $312
 

Benefits attributable to $174 per year per employee

training and placement 

The benefit stream of the training and 
placement activity is as follows: 
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Year Allocation Employed Benefits 

1 0 0 0 

2 
 20% 870 
 $151,380
 

3 60% 2,610 $454,140
 

4 - 20 100% 4,350 $756,900 

The assumption that no placements will be made during the first yearof the Project takes into account the lead time required to initiate
implementation. Worke/turnover, promtions, cost of living in­creases, as well as inflation factors are omitted for purposes of
simplicity. Elimination of these factors makes the estimate ofprojected benefits to be derived from the Project' s tamining and

placement activities conservative.
 

b. Project Benefits - Small Industry Expansion 

The average size loan made to snall indus­tries in 1977 for both fixed and wrmking capital was 025,886
($3,010). The Urban Project will provide credit and technical as­
sistance to 970 firms which will pennit them to incease theiroutput and productivity. Direct benefits attributed to the Project
are the retunts to the individual firms on borrowed funds plus the 
wages resulting from additional jobs generated by new investments.
The benefit stream is based on an annual 30% return on borrowed
funds. Since the average size loan which will be made to small
industrialists will be $3,010, the annual benefit per firm will be
$903 (30% of 3,010 
= $903). The basis for this assumption is that 
a 50% guaranteed return is generally required of a small industry

bor.ng from private sources (Prestamistas) and the fact that a
minimum 30% rate of return is requie tZo justify a request for
credit from the National Banking System. Using the average in­
vestment in 1977, plus expected returns on investment yield a
conservative estimate of project benefits.
 

Experience to date in lending to small 
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businesses has shown that the expansion of production capacity of 
these finms generates new jobs and hence i-cxeases the demand for 
semi-skilled labor. The Urban Sector Assessment and a series of 
surveys of small industry in the San Jose Metropolitan Area con­
ducted by AID and the GOCR have found that: 

i. The majority of the small enterprises in 
the San Jose area tend to depend principally upon labor intensive 
production techniques. 

ii. Economies of scale, combined with limited 
geogreaphic markets for small firms, tend to slow down the process of 
capital-labor substitution. 

iii. The demand for semi-skilled labor, or for 
labor which has acquired basic skills training but is without rele­
vant work experience, is generally greater among small private 
enterprises. 

iv. Small-scale finns are an excellent 
training mechanism for individuals entering the labor market. Work 
habits and skill levels develop rapidly in the small business 
environment. 

v. Small-scale businesses tend to rely on 
local inputs to a greater extent than large industry. Thus, the 
job multiplier effect is relatively large per dollar of investment.
 

vi, Finally, the majority of small-scale in­
dustries are located in or near the urban tug os. Thus, the cost 
of transportation for the employee is lower; at the same time, 
businesses have a nearby labor pool upon which to draw. 

Three studies have empirica1y examined the 
question of employment generated per dollar invested among a 
variety of small industrial firms. Each study was based on a differ­
ent sample of small firs. The definition of small scale business 
differed among the studies as well as the definitions of "total 
investment". The following table summarizes the conclusions of 
the three studies, 
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Data Source Average Total Average Invest. 
Investment per Worker 

(1) 	 Registro de Datos BRsicos 
de las Pequeflas Industrias 
y Artesanas f 	 $13,795 $ 2,130
 

(2) 	 Formularios pare Exnera­
ci6n de Lmuestos $ $ 2,344$18,927 


(3) Sample Surveys of Micro­
firms USXD/CR Urban 
Analysis 	 $ 6,600 $ 1,238 

• Ministerio de Economnla, Industria y Comercio (MEIC) 

The best estimate that the Mission can make 
regarding the number of jobs that will be created as a result of 
Small-industry loans is by using the weighted average of the 
investment per worker from these three studies, rounded to the 
nearest thousand. That is, for every $2,000 of investment, small 
industries will generate one additional job. Therefore, given a 
total additional investment of $7,059,500 for small-industries,
 
it is estimted that the project will generate approximately 3,530 
new jobs. 1/ 

3. 	Benefit Stream
 

It is assumed that Project benefits will 
begin to accrue in the second year (20%), and increase to 60% in 
the third year and 100% in the fourth year. For the purpose of 
computing the benefit stream, it is assumed that firms will main­
tain the total number of additional eployees hired. Decreased 
benefits resulting from business failures and increased benefits 

I/ Total projected investment in the small industry sector in­
cludes both credit and imputed costs of technical assistance 
and training. 
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resulting from multiplier effects are not included. 

NO of NO of 
Year = Indusr Benefits Jobs Benefits TOTAL 

Investments 

0 0 0 0 

2 20% 194 175,958 106 18,444 $ 194,402 

3 60% 582 527,814 2,118 368,532 896,406 

4 100% 970 879,790 3,530 614,220 1,494,010 

a. Project Benefits -- Worker-Owned and 
Operated Firms 

Based on a pre-feasibility study of a factory
producing Captain Chairs, the avemage loan for a worker-owned firm, 
including fixed and working capital is estimated to be $333,000. 
Each of the three fiim to be created under the Project is expected 
to employ 40 workers. Direct project benefits are calculated on 
the basis of a 30% retun on borrowed funds plus one-half the 
differential wage paid to workers employed in the new positions. 

b. Benefit Stream 

Year Loans Benefit Jobs Benefit TOTAL 

1 0 0 0 0 0 

2 
 1 99,900 40 6,960 $ 106,860
 

3 2 199,800 80 13,920 213,720
 

4 - 20 3 299,700 120 20,880 320,580
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c. 	 Benefit/Cost Surmmy 

The opport yitycost of investment capital
cost 	analysis was assumed to be 15%. The 	 impli­
aly those investments which yield a 15% rate of
hould be undertaken. The following table summarizes 
calculations:
 

Discounted 
s Value of 
ear Tot. Benefits 

3,820 $ 2,404,526 


9,278 4,901,847 


4,640 1,098,201 


7,738 8,404,574 


Total Cost 
in 10-year 

$ 	2,694,500 


7,059,500 


1,450,000 


11,204,000 


Discounted 
Value of 
Total Cost 

B/c 
Ratio 

$ 1,992,852 1.21 

5,221,206 .94 

1,072,420 1.02 

8,286,478 1.01 

The total project has a positive Benefit/Ccst
10th year. The Treiaing and Placement and Worker­
nents show a positive benefit/cost ratio in the 10th 
ect while the Small Industy Expansion cCponenrt
in the 11th year. Using a 10% discount rate, the

uld have a positive benefit/cost ratio after the 
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B. Credit Demand Analysis 

1. Sunmry 

An analysis carried out in April 1978 derived 
the expected incremental demand for small industry credit for the 
three-year period 1979-1981 by calculating the gap between the total 
credit demanded and the total supply of small industry credit finds. 

The study estimates a 21% increase in the number
of small industrial finns applying for credit as a result of activi­
ties to be carried out under the Urban Enviromnt Project -- bank 
reforms, credit promntion, technical assistance and training activi­
ties. It also predicts an 18 percent increase in bank approved loan
applications because of an increased interest rate spread to the SBN 
on loans made to small industries, and the existance of a risk 
neutralizing Guaranty Fund. Of the 3,500 small industrial firms in 
San Jose, the study estimates that 2,100 will receive credit by the 
third year of the Project, an increase of 970 finns over the number 
which received credit in 1977. The final conclusions of the study 
are that over the life of the Project, the total amount of new, smallindustry loans to be granted will he S15.5 million, or $59-8 Million
 
more than the SBN will b e_ t_ nd.
 

The ability of the SBN to lend is dictated by
the Central Bank, which allocates credit funds on the basis of a 
tope Climit) systen. It establishes ceilings on the total allowable 
portfolio the SBN can maintain for each sector of the economy, and 
imposes penalties on SBN members if they exceed any of these limits. 
Only the artisan and small-industry sectors have minimun topes, or 
portfolios which they are expected to reach and surpass. 

In 1977 small-industry and artisan lending in thie
San Jose Metropolitan Area (030.0 million colones) exceeded the 
minimum toDe for the entire country (26.8 million colones) and 
additional resources to meet this credit demand had to be drawn 
from the Sall Farner Cedit allocation (Annex II.G; pg. 19 and 
Annex II.H). The Central Bank increased the combined tope for the 
small-industry and artisan sectors (for the entire country) to 
050.0 million colones in 1978,because of this increased demand and 
pressure for progress in this economic sector. However these 
additional funds, plus recuperations, will not be enough to met 
projected credit demand, and the Central Bank cannot increase the 
t without straining the supply of funds in other sectors of the 
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economy (for which credit demand already exceeds the available
supply). 

The critical role of AM and GOCR Counterpartftnds is, therefore, to raise the small-industy portfolio to meetin=eased demand resulting frcu this Project. 

2. Calculations 

Assuming that new firms entering the institutionalcredit market will require financing for both wrking and fixedcapital, and that old firms will return every year for loans in orderto maintain their working capital balances, the study produced thefollowing projections: 

1976 1977 1978 1979 1980 .981 
Fixed Capital 

New Firms 320 850 280 310 340 320 
Ltbzgin Capital 

New Firms 320 850 280 310 340 320 
Old Firms 0 320 1,170 1,450 1,760 1,780 

Number of Finns 
in the Portfolio 320 1,170 1,450 1,760 2,100 2,100 

Estinating a ratio for the use of credit funds of40% for working and 60% for fixed capital, the study developed thefollowing equation to det nnine the total amount of credit dei anded
each year: 

.6Total annual credit = . N)(X) + (N)(X) + .75(0)X 
Where: X = average size of %orkingcapital loan 

N = number of new finns 

0 = numberof old firms 

UNCLASSIFD 



- 74 - UNCLASSIIE 

It then solved for X using the kIown 1977 amountof small industrial credit provided in the metropolitan area($3,546,485), the number of new firms requesting credit (850) and
 
number of old firm returning for credit (320). The results for
 
1977 are as follows:
 

Fixed Capital Wor Capital Working Capital 
New Fizs Old Firms 

1977 $ 2,250 $ 1,500 
 $ 1,125
 

The study incorporated an inflation rate of 8%and the expected increased use of bank credit by small industrialists
into coefficients for each year of the Project. They are: 1978 ­
1.08; 1979 - 1.15; 1980 - 1.3; 1981 - 1.45.
 

Applying these coefficients to the above 1977 
average figures produced the following: 

Fixed Capital Working.Capital Working Capital 

New Firms Old Fins 

1977 $ 2,250 $ 1,500 
 $ 1,125
 

1978 2,430 1,620 
 1,215 

1979 3,018 2,012 
 1,509 

1980 3,685 2,456 
 1,842
 

1981 4,439 2,959 
 2,219 

The estimated average loan size multiplied by
the number of finns requiring credit gives the total credit demand 
for each year. 
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Fixed Capital 

1977 1,912,500 

1978 680,400 

1979 935,580 

1980 1,252,900 

1981 1,420,480 

Program Total 3,608,960 

_Working Capital 

New Firm 

1,275,000 


453,600 


623,720 


835,040 


946,880 


2,405,640 


Working Capital Total 
Old Firms 

360,000 3,547,500 

1,421,559 2,555,550 

2,188,050 3,747,350 

3,241,920 5,329,862 

3,949,820 6,317,180 

9,389,790 15,394,392 

The program total does not equal the amunt re­quired for the Project because the banks will be able to recuperatescme of the amunts loaned 'n previous years.recuperations were The projectedcalculated based on the assunption that thebanks will recuperate two thirds of mrking capital loans insecond year and the final third in 
the

the third year; that the bankswill recuperate one fifth of fixed capital loans every year aftera 2-year grace period for loans made before 1979,one-eighth of fixed capital loans after a 
and recuperate

2-year grace period forloans made after 1979; and that all loans will be made at mid-year.The projected recuperations are: 

1977 239,503 

1978 1,263,315 

1979 2,093,535 

1980 3,053,176 

1981 4,337 241 
Total Program Recuperation 

(1979-1981) 
9,483,952 
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Subtracting the recuperations from the total
 progm demand of $15,394,392 indicates the need for an 
additional$5,910,440. 1/ The availability of these funds will permit the
banking system' s portfolio of small industrial and artisan loans
to increase 171%by 1981 and the number of small industrdal 
bormro'ers to increase by 79%. 

3. Interest Rates 

The Centrm.l Bank has established differentialinterest rates to be charged by the canmrcal banks and differential
rediscount rates that are intended to reflect objectives of nnetary
and credit policy. The 8%interest rate charged to small industry
is an indication of the importance the GOCR assigns to helping this 
segment of the population. 

The 8%is subsidized; it is not sufficient tocover costs. A study made by the Centmal Bank for the year 1973

indicated that the breakeven point for the commercial departments

(including industry loans) of the banking system was 8.6%. This
did not include a margin for inflation nor does it take intoaccount the higher costs of handling small loans. The GOCR justifies
non-profitable lending because it fulfills social objectives. 

Subsidized interest rates are considered to benornal credit instrunents of the Costa Rican nationalized banking
system. The conmerial banks are expected to operate in the blackby offsetting these losses with eanings from profitable loans.
The justification given for subsidized rates is .hat they represent
transfers of income in favor of the poorer, smaller produce. 

While the Costa Rican Banks try to help thesmall industrialists with subsidized interest rates, at the sanetime they atteipt to use commercial baning criteria, which results
in insufficient lending to small industry. Because of this and theinefficient allocation of resources that accompanies differential 
rates, AID has not supported a subsidized interest rate policy. 

AID and Costa Rican officials have discussed the 

I/ The credit demand analysis indicates the need for $5.8 million.
The difference is attributable to a floating exchange rate and 
zounding differences. 
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effects of subsidized interest rates in depth. The discussions haveled to two proposed actions. The first is to address the immediateproblem of a shortage of small industry credit through activitiesto be carried out under this Project; specifically by institutinga guaranty fund, increasing credit pramition and technical
sistance activities, as­increasing minimum credit portfolios, andproviding additional credit funds. The second action will be tocarry out a comprehensive interest rate study by the end of thesecond year of the Project, to bring to the attention of Costa Ricanpolicy makers the long run political, social and economic conse­quences of subsidized interest rates. AID will make the completioncf this study a covenant to the Loan. 

The GOCR commitment to resolving small industrycredit problems has been demonstrated by its willingness to make the
specified banking reforms and to examine in detail the effects ofsubsidized interest rates. Considering the GOCR commitment and theestimated demand for credit, $3.0 million in AID funds for credit($2.5 million for small industry and $500,000 for the WOOF experiment)
are considered justifiable. 
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C. 	 Financial Feasibility of Worker-Owned andOperated Firns
(WOOFs)-D ggae 

The objective of the WOOFfeas-'bility of an 	 experiment is to detEnrmie thealternative form of business organizatioln whichwould 	provide workers 
prOfits. The 

with both an adequate wage and a share ofcosts and projected incane figures fxaproducing Captaints 	 a model WOOFchairs for export indicate that the projectwould be financially feasible (Annex 11-I). 

The Mission has selected the exampleCaptain s 	 of a finn producingchairs for export because it exemplifies three desirablecharacteristics. The product is inGOCR considers the wood industry, which theto be of high priority for development.facturing of wood products 	 The manu­is also a technical field inRica is developing local expertise. 	 which Costa 
employment is 	 Finally, increased domesticassured because the product is made 	for export. 

The model provides an estimate of the incaneof a 	 possibilitiestypical factory producing nonupholsteredchairs 	 wooden Captain'susing 	intermediate level technology.construct the model 	 The data used towere obtained frm three sources.sultant obtained detailed 	 An AID con­cost informationplant output, on fixed investnent,number of process wrkers and factory operations fromthe Shelby William Captain's Chairs Factory inTennessee. 	 Morristown,The Ministry of the Presidency estimated overhead costs,insurance and naintenance charges, based 	onsimilar medium 	 the operations ofscale 	factories in Costa 	Rica.nology Institute (ITCR) estimated the costs 
The Costa Rican Tech­

of raw materials. 
The Shelby Williams$12.00 per chair CIF U.S., 

Capany would buy Captain's chairs atand handle U.S. marketing arrangements.The U.S. market is assured ifstated price and meet 
the chair can be supp ied at thestandard specifications.perimental production of the chair has been 

A satisfactory

canpleted in 

ex-

Costa 	Rica. 

The estimated annual operating costs of the factory($504,900) as compared with annual sales ($576,000) show a net
profit, before tax and fiscal incentives of $71,100 by the secondyear, 	 or $1,580 per worker. This is an 12.34% return on annualsales 	and a 30.51% return on fixed capital.
 

The fizm would be able to produceat an estimated unit Price of $9.60, 
60,000 chairs anrnuallywhich 	would generate a profit 
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of $1.19 per chair. The Project Cash Flow for the model film showsan internal rate of return of 25.4%. While the operating costs donot include the cost of the management consulting fir, which wouldbe a rIesearch and development cost bcre by the GOCR with AIDfunds, loanthey do include the cost of a manager and an administra­tive assistant who could be trained by the nknagement consulting
firm. 

The ilustrat.ve examplechairs for expcrt is shows that producing Captain'sfinancially feasible; i.e.,entity can make a ccimmon businessa profit from the production of Captain's chairs.What the feasibility analysis for this pilot firm doesreflect is not and cannotwhether the social structure of a worker-owned andoperated firm can be successful at producing Captain's chairs.This will be tested and evaluated in the Project. 
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D. Effective Denand for Shelter and Caiunity Io ,nt
emV 


1. The Target Group
 

The target group for the Shelter and Camunty Ti­prvement components of the Project has been identified as familiesresident in the 19 target tugurio nucleos and whose incomes are below
the median of $262 per month for the San Jose Metropolitan Area. 
In
addition, families with less than median incomes in other sections of
the Metropolitan Area will also be eligible for home improvement loans
and sites and services solutions. It is expected that these families
will be able to pay for the various shelter solutions to be financed
 
under the Project.
 

Income distribution data collected from the house­hold survey in the tugurios are presented in Table V.D.1, and in­cane distribution for the total San Jose Metropolitan Area is shown
in Table V.D.2. 
 64% of the families in the tugurios earn less than
the median family income for the Metropolitan Area. There are no
income data at the Nucleo level, but it is estimated that 47% of
the families earn less than the median income for tie metropolitanara. There are currently an estimated 9,839 eligible families inthe 19 targeted areas. 
If the 5,250 shelter solutions (sites and
services, home improvements and titlig) are developed only in the
19 nucleos, the Project could benefit 53% of the eligible families
 
in those areas.
 

2. Demand as a Function of Housing Stock
 

The projected housing conditions in the 19 Nucleos
are presented in Table V.D.3. 
Of a total of 17,262 units, approx­imately 58%, or 10,000 units are in poor or fair condition or over­crowded. 
Considering that the housing stock represented here ac­counts for only about 17% of the total metropolitan area housingstock, total demand in the San Jose Metropolitan Area be as­can
sumed to be much greater.
 

The total number of housing solutions assumes that
approxumtely half of those families opting for legalizing tenancy
will also receive home improvement loans. Therefore, the total
'Housing" solutions are estimated at about 5,250 or 200 less than
the sum of the three types. These calculations also assume average
costs for each type of solution; cost increases will reduce the
number of solutions. 
The total number of solutions proposed
represents only slightly over half of the potential estimated demandfor 19 Nucleos and only about one-eighth of that for the Metro Area. 
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TABLE V.D.I 

mont'Ly Family Incane Deciles 
Margina. Barmios-Metropolitan Area 

Fanily Incane Mean Incane 
Decile Percentile C.R. 0 U.S. $ C.R. i %of Incane 

0 0 0
 
Ist 384 1.70
 

10 768 90
 
2nd 880 3.89
 

20 993 116
 

3rd 1,095 4.84
 

30 1,197 140
 

4th 1,317 5.82
 

40 1,437 168
 

5th 1,574 6.90
 

50 1,711 200
 

6th 	 1,851 8.18 

60 1,991 233 

7th 2,301 10.17 

70 2,611 306 

8"th 2,927 12.94 

80 3,242 380 

9th 32557 15.72 

90 3,872 453 

10th 6,735 29,77 

TOTALS 99.9 3,599 1,124 * 

SOURCE: 	 Household and Adult Survey-May 1,977. Office of Infar'tion. 

Ministry of the Presidency. 

Estinated to Calculate Mean. 
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TABLE V.D.2 

Monthly Family Incane Deciles 
San JosE Metpolitan Area 

Income Mean Incane 
Decile Percentile C.R. 0 U.S. $ C.R. 0 

0 0 0 

Ist 365 

10 789 92 

2nd 962 

20 1,136 133 

3rd 1,312 

30 1,448 170 

4th 1,666 

40 1,845 216 

5th 2,042 

50 2,238 262 

6th 2,500 

60 2,760 323 

7th 3,065 

70 3,370 395 

8th 3,856 

80 4,343 509 

9th 5,236 

90 6,130 718 

10th 8,065 

TOTALS 99.9 10,000 * 1,171 * 

UNCLASSFIE
 

% of Incame
 

1.36
 

3.31
 

4.51
 

5.73
 

7.02
 

8.59
 

10.53
 

13.25
 

17.99
 

27,72 

SOURCE: 	 Survey of Incanes and Ependitures-1974. National Director 
of Census and Statistics, Up-dated to 1977 by Urban Assess­
ment Study - OFIPLAN, 

* Estimated to Calculate Mean, 
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TABLE V.D.3. 
PioIect Housing Corm -tionq1978 

T-Lrget Nucleos 

PoipiJation Famil
 "Ave.Pcz tionHouses (Faznijies)HousEing 1973 1978 
 Size 1973 1978* % 

Good 
 35,763 41,459 
 5,333 
 6,706 7,774 
 45.04
 

Fair 
 17,009 19,718 
 5,366 
 3,170 3,675 21.29
 

Poor 
 27,146 
 31,470 
 5,413 
 5,015 5,813 
 33.68
 

TOTAL 79,819 92,647 
 5,367 14,891 17,262 
 100.00
 

Good: Houses with no apparent defects or deficiencies;Pr'Xitely 6%of these units however ap­are overcroed re than twopercent per roan. 
Fair: Houses that are considered habitable but inaddition of services, or expansion 

need of repairs, 
to reduce overcrowding.

Poor: Houses requiring demolition or extensive repair to make themdecently habitable. 

SOURCE: IN 
 Survey of 19 Target Areas, May 1977, Census 1973. 

* Projected using a growth rate of 3%per year from 1973. 
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There are approximately 56,000 families with less than
 
median income in the San Jose Metropolitan Area. About 44% (24,640) 
own their homes and of these, 50% (12,320) desire to repair or improve
their homes. The San Jose Urban Sector Assessment indicates (p. 180) 
that of those desiring home improvements about 53% do not wish to
 
apply for loans to make the necessary improvements. Assuming the
 
remaining 47% are willing to apply for loans, the estimated 
demand
 
for home improvement loans is 5,970.
 

There is sufficient demand for sites and services
 
within the 19 nucleos. Of the 9,839 eligible tugurio families, 
about 56% (5,510) are not presently home owners and the Urban Sector
 
Assessment (p. 180) indicates that 83% of these, or about 4,575,
 
desire to have their own homes. Assuming that these families will
 
spend 20% of their income on housing, the data in Table V.f3.1 indicate
 
that E4% of these families, or 2,470,can afford the average site and
 
service loan of $1,391. Also, 30%, or 1,375, can afford the average

loan for site and service with core house of $2,781. These findings 
are consistent with the "willingness to pay" survey data in Annex II-E). 

3. Denand for Ccmunty Infrastructure ImProvements 

Studies of infrastructure needs will be made for 
each N15cleo. The condition of principal infrastructure in nine of 
the target neighborhoods is described in Annex II-E. Two of these 
areas were studied in detail, and overall costs for cmplete infra­
structure upgrading were estimated. (Table V.D.4). The total 
cost to campletely upgrade these two N6cleos is approximately 
$1.19 million; this is the naximum investnent required, not what 
will actually take place. These numbers indicate, however, a 
substantial deficit in infrastructure and community facilities. 

To what degree this need is met will depend on the 
effectiveness of DINADECO and comunuity groups in identifying and 
promoting specific projects. 

4. Ability to Pay 

In estimating the ability of the poor to pay, the 
results of the household survey in -the marginal barrios yield
three separate indicators (presented ih Annex II-E). These are 
the Breakdown of 4onthly Rent Payments, Estimated Monthly Payment
for Purchase or Dthprovement of Housing, and Distribution of House­
hold E itures. The monthly payment costs of the proposed
solutions are amounts which do not exceed payments now being made. 
For example, families with incanes below $205 (01,750) per month 
spend, on the average, 23% of their budget on housing. 57% of the 
renters in the tugurios now pay more than the cost of a site ard 
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TABLE V.D.4.
 

Estimated Cost for Complete Upgradirng of 
Basic Infrastructqve in Two Areas Studied 

TARGET AREA 3
 

7,480 m2 Fran dirt to paved at 9 52/m2 = 9 389,000
5,005 m2 Improve select intl. at i 10/m 2 50,050
5,840 m2 Improve paved at 9 25/m 2 146,000

13,120 m Curb ar gutters at 0 75/m = 984,000
12,300 m Sidewalks at 1 50/rn2 615,000
6,560 m Sanitary sewer at 
 0130/m = 852,800

6,560 m Storm sewer at 0180/m = 1,180,800 


TOTAl, AREA 3 04,217,650 

TARGET AREA 2 

2,500 m2 Paved street at t 52/m 2 = 130,000
1 

37,000 m2 Improved street at 0 20/m 2 740,000
= 
23,880 m2 Sidewalk at 
 0 50/m 2 1,194,000

15,920 m Curb and gutter at 9 75/m = 1,194,000
9,000 m Storm sewer at 
 0180/m = 1,620,000

9,230 m Sanitary sewer at 
 .120/m = 1,108,000. 


TOTAL AREA 2 05,986,000 


TOTALS AREAS 2 & 3 010,203,650 
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$ 452550
 
5,060
 

17,100
 
115,220
 
72,015
 
99,860
 

138,265
 

$ 493,870 

$ 15,220
 
86,650
 

139,810
 
139,810
 
189,695
 
129,7.50
 

$ 700,935
 

$1,194,808
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services lot with a sanitary core and a minimum.strcture. Con­
sidering only the site and services with a sanitary core, 85% of
 
the renters now pay more. 
68% of the families surveyed indicated
 
a willingness to pay umre than $24 (0200) per month to either buy,

build, or remodel a house.
 

Table V.D.5. shows the range of loan amounts,

monthly payments and family income required for the various shelter
 
solutions. This breakdown clearly demonstrates that the housing

costs and coresponding charges are well within the payment capacity

of the target group.
 

a. Legalizink Tenancy 

The range of loans will be $59 (0500) to
$117 (01,000) per unit for this activity. The range of terms will
 
be from 1 year to 2 yea=rs at 12% interest. A maximum loan of $117
 
for 2 years would require a payment of $5.50 (047) per month.

Asstming that 10% of family income is available for payment, a 
monthly income of $55 (0470) would be required. This would be af­
fordable by a family in the third incom percentile of both the

San Jose"Metro Area and the bI-dios. Assmring only 5% of family

income is available for payment, a monthly income of approximately
$110 (0940) would be required, which represents families at about

the 14th percentile of the SJA. 

b. Land Purchase for Legalizing Tenancy
 

Loans ranging fram $585 (95,000) to $1,756

Cr15,000) per unit are anticipated for this activity. Terms will
 
vary from 7 to 15 years at 12%. Again considering the maximum loan
 
of $1,756 for 15 years, a monthly payment of $21.10 (0180) would
 
be required. Assuming 15% of family inccme is available for
 
payment, a monthly income of $141 (1,200) 
would be required. This
 
would be affordable by families as low as the 22nd percentile in
 
the San Jose Metropolitan Area and the 30th percentile in the tu­
gu'ios. A median loan of $1,171 (10,000) could reach famiie­
at the 11th income percentile of the SJMA. 

c. H-lir Tnqrovremnt Loans 

This activity proposes a range of loans
 
of $234 (C2,000)to $1,405 C012,000). Terms will range from 5 
to
 
to. years at 12% interest. A maximum loan of $1,405 for 10 years

,ould imply a monthly payment of $20.20 (172). 
 Again assuming
10% of family income for payment, the required monthly income 
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AFFORDABILITY OF PROPOSED 	SHELTER SO1//IONS 
1 / 

Range ofType of Solution 	 Range of bnt-lyRange of Unit Loans Terms in Years Paynents % of Inc Faly In eLow 	 Hih i I ~ 
 o ~ o n Nt L -1, 

Legalization of Tenancy 1 
 500 1,000 1 to 2 
 44 89 
 10 440 890
$ 58 117 
 5.15 10.40 
 51.5 104.20
 
Lot Purchase 
 e 5,000 15,000 7 to 15 
 88 180 
 10 to 15 880 1,100
$ 585 	 1,750 
 10.30 21.10 
 103.0 140.50
Homge Improvement Loans C 2,000 12,000 
 5 to 10 44 172 10 to 15 
 440 1,148$ 235 	 1,405 
 5.15 20.15 
 51.50 134.40

Sites and Services 
 I 11,875 10 to 20 
 131 170 
 15 to 20 850 873 


$ 1,390 
 15.30 19.90 
 99.50 102.25
Sites and Services with 
 0 23,750 15 to 25 
 250 285
Core Unit 	 15 to 20 1,425 1,667
$ 	 2,780 
 29.30 33.40 
 166.85 195.15
 

1/ The prubabl range of monthly payments are calculated using the
lowest loan amounts with the shortest pay back period except
for legalization of tenancy, where the larger loan was usedwith the shorter perdod due the small amount of the loans. 
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Metro Area 

Percentile 

Reached 


ow ~ 


3rd 13th 

13th 22nd 


3rd 20th 

12th 13th 


28th 35th 


In~ao 
Percentile 
o 

3rd 16th 

15th 30th
 

3rd 28th 

14th 15th
 

40th 48th
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would be $201 (01,720), which car-esponds to the 37th income per­
centile. A median loan of $820 (07,000) with the same term could 
be covered by a family at the 16th income percentile of the San 
Jose"Metropolitan Area or at the 21st percentile of the margnal 
barrios. 

d. Sites and Services 

The average unit loan for these solutions 
will be approximately $1,391 (011,875). Terms will range from 10 
to 20 years at 12%. A $1,390 loan for 15 years would call for a
 
$16.60 (0142) monthly payment. Assuming that 20% of family income
 
were available for debt service, this would imply a family income 
of $83. (710) per month, which corresponds roughly to the 9th income 
percentile of the Metropolitan Area-.. If only 15% of family income 
were dedicated to payment, the loan could be covered by families at 
the 15th income percentile, (18th percentile in the tugurios). 

e. Sites arid Services with Core House Unit 

The estimated loan for these solutions will 
be about $2,781 (023,750). Terms will.range from 15 to 25 years
 
at 12%. Assuming 20 years tern and 20% of family income dedicated
 
to payment, a payment of $30.70 (0262) and an income of $153 (1,310)

would be required. This would represent the income of families at 
the 26th percentile in the San Jos Area. If the terms were for 
15 years, the loan would be affordable by families at the 29th per­
centile. 

lit'
f. *Can Infrstructure Projects 

A range of assessments from a low of $234 
(02,000) to a high of $703 (06,000) per family equivalent is 
assumed. In general these assessments will be financed over a 
10 year period at 10% interest. Payments will be quarterly. Under 
these terms the lowest quarterly payment would be $9.40 (080) and 
the highest would be $28.00 C0239). Effect on family income is 
shown becw.
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Percent of Monthly Family Incme Required to Pay 
for Various Assessment Levels* 

San Jose Metro Area Income $234 $468 $702
 
Percentile $_ _ 02,000 04,000 8,000 

10th 92 789 3.4% 6.7% 10.1%
 

20th 133 1,136 2.4% 4.7% 7.0%
 

30th 170 1,448 1.8% 3.7% 5.5%
 

40th 216 1,845 1.4% 2.9% 4.3%
 

50th 262 2,238 1.2% 2.4% 3.6%
 

* Calculated using 10% interest 10-year period, quarterly payments. 

g. Canbined Solutions 

An average loan for lot purchase 
combined with one for hone improvement would require 

monthly payments of about $26, which would be affordable by a family 
at the 30th percentile in the Metro Area and at the 41st percentile 
in the tugurios. The average hone improvement loan, canbined with 
the average infrastructure improvement assessment, would cost about 
$18 a month, a payment which could be covered by families at the 17th 
Metropolitan Area incme percentile and the 21st percentile of tugu­
rio families. (Both of these cases assume that 15% of family incme 
would be used to meet the monthly loan payments.) 

A combination of the largest loans for lot ix_­
chase and home improvement at the 
longest terms (15 and 10 years respectively) would require a total 
payment of about $41 per month; assuning that 20% of family income 
were available for this purpose, a family would need earnings of 
01,760 ($206) per month, which corresponds to the 38th percentile 
for the Metropolitan Area and the 51st percentile for the tugurios. 

A family benefitted by three components of 
average size -- tenancy legalization, home improvement, and infra­
structure improvement -- would have to meet payments of $22 per 
month. Assuming 15% of the family's income goes toward these pay­
ments, these combined solutions could be afforded by families at 
the 24-W perentile for tie M6Eto Area and the 33rd for the _1umios. 
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E. Institutional Analysis 

1. Coordination Feasibility 

This project will call for coordination of efforts 
among a variety of GOCR institutions. This may be the most diffi­
cult test of the Project's overall feasibility. Although the var­
ious GOCR institutions are familiar with the activities which they 
will carry out under this Project, and the institutions themselves 
are fairly competent, their ability and willingness to interact and 
to execute the project activities jointly will be crucial to the 
viability and effectiveness of the Project. 

Preparation for the Project has provided a way to 
test this coordination. Over a year ago the Ministry of the Pres­
idency called together representatives of the nine agencies shown 
on the following chart to prepare detailed operating plans and bud­
gets for this Project. During this phase a number of joint surveys 
and studies were carried out, the need for specific linkages bet­
ween agencies was identified, and improved inter-institutional pro­
grams to assist the poor were planned. This exercise was, for most 
participants, a breakthrough in collaboration; and the way in which 
disputes, misunderstandings, and other problens were resolved during 
this planning phase offers assurance of effective interinstitutional 
coordination once the Project is underway. 

Through this effort, the Ministry of the Presidency 
has succeeded in motivating agencies that previously had had only 
limited operational relationships to start seeking better wcy- to 
coordinate their ef±orts. The unequal emphasis on assisting the 
poor, which had became evident after reviewing the programs of 
the different agencies, has slowly given way to a shared concern 
that the needs of th}is group be given priority. Nonetheless, co­
ordination and montoring of Project activities, as well as peri­
odic evaluations, will be needed to ensure not only that output 
targets are met, but that needed steps toward further institution­
alization of the systen are taken. Therefore a special Project 
Coordination and Administration Unit will be established within 
the Presidency to assist in coqr inatin,.and monitoring this 
Project. An experienced and highly qualfied Project:Coodinator 
will be hired by the Presidency on at least a half-time basis. 
He will be assisted by two full-time professionals and a small 
clerical staff. While organizationally placed within the Presiden­
cy, the Project Coordination and Administration Unit will be 
supervised by and be directly responsible to a high level Inter-
Agency Coordinating Cairuttee. This Cammittee will be camposed of 
key representatives of the major participating agencies, as well 
as of the Ministries of Finance and Presidency, and the National 
Planning Office (OFIPLAN). The Project Coordination and Adminis­
tration Unit will be responsible for program planning and coordi­
nation. It will report on progress to the Inter-Agency Coordi­
nating Cmmittee, and will advise that Cannittee on the allocation 
and control of Project resources. In addition, the Unit will staff 
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inter'-gency subcanittees as needed to ensure proper coordinationof program operations involving discrete functional areas (i.e.,DIADECO, IFAM, and MVU for shelter program operations; MEIC, theNational Banking System,
INA, 

and ITCR for small industry development;the Ministry of Labor and IBAS for job training and placement,
etc.). 

2. Policy Development, Program Planning and 
Evaluation 

In addition to the Project coordination and mcni­toring function previously described, the Presidency, through theNational Planning Office COFIPLAN), will be responsible for policyformulation in the areas previously identified in the Project De­scription. OFIPLAN will: 1) obtain the collaboration of otheragencies involved in the specific policy issues to be addressed,2) identify the policy issues to be dealt with, 3) gather referencematerials for studies or other inputs required to develop policy,4) supervise the preparation and analysis of such studies,5) in general act as andcatalytic force for the presentation of policyalternatives to GOCR decision makers. 

Administretion Unit 
OFIPLAN will help the Project Coordination andrepare annual irmlementation plans for theUrban 1roject. It also will be responsible for undertaking studiesand planning activities for the development of a Secondary CitiesProject which may be submitted for AID consideration in FY80. TheProject evaluation function, to be performed by OFIPLAN,provide valuable empirical inputs to the GOCR's 

will 
policy developmentand planning activities. OFIPLAN will design and manage the ProjectEvaluation System, and will ensure that evaluation results are fedback to the participating agencies and utilized for policy formu­lation and new project development. 

This Project component represents a continuationof OFIPLAN's planning functions with respect to the Urban Project.OFIPLAN previously undertook the Urban Assessment with USAIDTraining Assitance and performed satisfactorily. Under the newGOCR Administration it is now clear that OFIPLAN's planning andpolicy development role will be strengthened; the special advisorystaff of the Presidency will become less involved in this functionalarea. In support of the GOCR's efforts to strengthen OFIPLAN'scapacity for planning and policy development, loan resources willprovide technical assistance and training in areas relevant to theobjectives of the Urban Project. 
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In summary, the Mission is confident that 0FIPLANwill be able. to perform the functions assigned to it under theProj eat given; 1) OFIPIA's past and current performance with respectto the Project; 2) the technical assistance and training which willstrengthen and expand its involvement in the Project; and 3) thehigh priority which the GOCR is now giving to OFIPIAN's role in
policy development and planning. 

3. Institutional Sets for Implementation 

Although ten GOCR offices will have roles in thisProject, an analysis by Project element -- Labor Supply, LaborDemand, Shelter, and Camxuity Improvement -- reveals the following
patten of institutional involvement: 

a. Labor Supply -- IMAS, MOL, and INA 

The Instituto Mixto de Ayuda Social (IrAS)is a social welfare agency which calls on the poor in their homes,
offering clothing and financial aid, counseling, and a small
 program of new housing (this activity will be discontinued under
the new GOCR Administration). Under this Project, IMAS will seekout job candidates in the tuguos, direct them to the nearestMinistry of Labor Employment Service Office, and provide subsidies 
to INA trainees. 

The Ministry of Labor and Employment Service(MOL) is charged with matching job openings, candidates, andtraining courses at INA, as well as adninistering on-the-jobtraining programs with cooperating businesses. Job applicants willbe tested and referred to firms where job vacancies exist; to on­the-job training programs; or to INA training courses to prepare
for identified jobs. 

The Instituxto Nacional de Aprendizaje (DIA)offers a wide range of basic skills, domestic science, and vo­cational training as well as courses in business management andaccounting for small entrepreneurs. IA courses, drawn up inresponse to the characteristics of the job openings and candidatespresented by the NOL, will be offered to about 3,000 workers underthis Project. Following completion of this training, the M0L willplace workers in existing job vacancies for which they have been 
trained.
 

The N0L and INA are already doing what they 
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will do in greater volume in this Project. The role proposed forITAS is new; however, IMAS has the j o coverage to make thenecessary number of contacts, and the required linkage - the M0LEmployment Service -- will be located in local IMAS offices. 

b. Labor Demand - MOL, MEIC, INAM, ITCR, SBN 

The MOL Employment Service maintainstinuous con­contact with employers regarding job openings in the metroarea, for which it identifies potential workers.vocational training progrems IA provides
to ensure workers are qualified. TheMOL will also assess job demand through periodic establishment 

surveys. 

New labor demand is expected to be generatedthrough the expansion of existing businesses and the creation of newenterprises. Small industrialists will be assisted by INA, whichwill tumin managers and by the Ministry of Economy (MEIC) Office ofSmall Industry and Artisanzy (DGATPIA), which will give them tech­nical and administrative assistance and prepare feasibility studies.The small. entrepreneurts will also receive assistance from the Tech­nological Institute (ITCR), which will identify, test and distributeinformation about appropriate labor intensive production technologyto small industries. The National Banking System (SBN) will providethem with financing and credit guarantees.
 

The wmall businessman's principal 
contactwith this network will be through DCATPIA, which will be chargedwith making known the availability of a wide range of services andassisting clients take advantage of them. In addition,follow-up on plant expansions and 
it will 

new production facilities with areport to the Employment Service about the job openings which have
been created. 

c. Shelter -- INVU, DINADECO 

IVU has performed the types of activities-- assisting in the legalization of tenure, purchasing occupiedlots, lending for small home improvements, and constructing sitesand services projects, as simple lots or with core units - whichare included in this Project. However, its home improvement officehas not made any loans in the last three years. This office willneed to be reactivated and new operating procedures established inorder to process the volume of loans planned and the type of loansanticipated for upgrading the existing tug o units. RHUDO/ROCAP 
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recently has had expex--ence in a similar program with BAVMNIC inNicaragua. Based on this, IVU's demnnstrated capability, and thetechnical assistance -he Institute will receive, the expansion ofhome 	 improvement lending is considered feasible. 

INVU 	 has some experience in selectingcustomers for the legalization of tenure, land 	purchase and homeimprovement credits. However, its experience working with theincome group that is the focus of this project is limited, par­ticularly as regards the legalization of tenure in the tugurios,where obtaining a clear title is, in many cases, more complexbecause of quasi-legal or illegal settlement rights. For this
reason IVU will undertake this activity on 
an experimental basis,with 	only 500 loans planned for lot purchase and the legalization
of tenure. 

Identifying clients for sites and servicesand carrying out these activities has already been tested on a
limited basis through collaborative arrangements established by
IVU and DINADECO. If effect, DINADECO will 
serve as the outreachagency for LNU's programs. As such it will 	inform residents ofthe tugurios about these programs and encourage them to participatein those best suited to their needs and to their ability to pay.DINADECO will also assist in organizing community residents, es­pecially those who will participate in the sites and services 
programs.
 

d. 	 Cdnuity Improvement -- IFAM, DIADECO,
INVU, Municipalities 

iNVUs role in this sub-project activitywill be limited largely to coordinating the initial selection ofsites as well as the preliminary design of the community im­provement program. IVU has had previous experience n both ofthese activities. In fact, mch of the pre-Project planning andresearch for the community improvement activity was carried out 
by INVU.
 

DINADECO, acting through its office for theMetropolitan Zone, will serve as the outreach agency, working withneighborhood organizations which it has already organized or wi~lorganize. DIADECO will orient comamity residents on the conceptof self-financed ccmnuity improvements and help them revise andcomplete the preliminary community improvement designs preparedby INVU, so that the infrastructure projects to be carried out 
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reflect their perceived needs and priorities. The Metropolitan Zone
office will be provided with funding for trining, technical as­
sistance and the purchase of equipment. With this added support,
DMIADEC0 should be able to fulfili its role. 

IFAM will be performing a series of activi­ties that are well-known to it. The agency will manage the HIG
funds which will be lent to the municipalities to finance the co=­
munity infrstructtur projects. It will supervise both the design
and the construction of the improvements. A unit within IFAM, whose
staff will be specially trained and assisted for this purpose, will

provide technical assistance to the Municipalities to insure that
costs are recovered by means of the valorization system. The ten
 
metro area municipalities have had previous experience 
 in the use 
of valorization systems. 

The only infrastucture development not to
be carried out by IFAM and the municipalities will be water and
 
sewer improvements. Acueductos y Alcantarillados (AyA), the water

and sewer authority, 
will design and supervise the construction of
these improvements, as well as recover corresponding investments. 

4. Conclusions 

All of the implementing agencies have been carrying
out most of the functions assigned to them in the Project. The
institutional modifications needed are minor, and in those cases
where changes are required or where significant expansion of current
activities is needed, technical assistance, trtining, and GOCR 
counterpart for staff increments included in the Projectare 
design. The Mission is confident that the various implementing
agencies are capable of carrying out their tasks, given their past
perforwn-ice, effective participation in Project planning, and the 
inputs to be made available to them under the Project. 

The purpose of the Project will be to institution­alize coordination among these agencies, direct resources to the
urban poor and integrate specific project objectives with overall
policy developnent and broader urban planning efforts. The Presi­
dency, through OFIPLAN and the special Inter-agency Coordinating
Comiittee, will be responsible for ensuring that this purpose is
accomplished. The Presidency was able to coordinate the inputs
of many agencies during the lengthy planning period and has agreed
to continue this process more intensively during the life of the
Project. The planning, policy development, and evaluation functions 
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of OFIPIAN under the Project are also well within the scope ofprevious and future OFIPIAN activities. OFIPLAN's potential ef­fectiveness is enhanced by its organizational location within the 
Presidery. 

While the Mission recognizes that coordination,
policy, and planning activities are canplex, and that institutional 
arTangements for coordination are experimental, we believe that
cuZvent institutional capabiities, strengthened by the poposed
Project inputs, are adequate to accomplish the task. 

F. Environmental Aspects 

The level of enviornmental awareness in Costa Rica, andespecially in the San Jose Metropolitan Area, is very high. This
is confirmed by the impressive quantity of environtal studies
which have been or are being conducted in Costa Rica. While Costa
Rica shares with the rest of the world the environmental problems
too often associated with population concentration and industrial­
ization, these problems have been identified at a relatively early

stage of environmental deterioration and 
are being carefully
studied. Of equal importance, Costa Rica already has in place

both the necessary legislation and the administrative mechanisms to
 
protect her enviroment.
 

It is clear, then, that no major envirornmental impact will go unnoticed. While this does not imply that there will be
polluted water nor contaminated 

no 
air in Costa Rica, it does indicate

that an environmental analysis of reasonable magnitude would not
contribute much to the level of knowledge or awareness of environ­
mental issues in Costa Rica. In sum, the policies of the govern­
ment of Costa Rica already closely reflect AID policy as outlined 
in Regulation 16, Section 216.1 (b). 

Environmental criteria (apart fran socio-economic criteria)
will play an important role in the selection of sites for shelter
projects. Both the need to protect and enhance the enviroment
(e.g., by looking at uncontrolled discharge of sewage and solid
waste into rivers, protection of aquifer recharge areas, preserva­
tion of valuable agricultural land, levels of physical and social
urban services, etc.) and the desire to protect the population
from potential environmental hazards (e.g., flooding, seismic
activity, landslides, industrial air pollution, lack of essential
urban services, etc.) will be taken into account explicitly, 
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There is already evidence that such criteria will be con­sidered; nearly 900 of the projected sites and services beneficiaries 
are families living in areas subject to flooding or landslides.
The GOCR has agreed to continue applying such criteria in the selec­tion of target areas and in the qualification of individual bene­ficiaries, so that, for example, persons living in hazardous areas 
are not encouraged to remain by being given a loan for home improve­
ments or one for clearing title to the land. 

In complying with AID environental policy, the Missionsubmitted an IEE in June 1977 to the Assistant Administrator, who

reached a threshold decision indicating a negative determination

(STATE 142801). A second review in Washington of this IEE in late

1977 determined that it did not contain sufficient information on
the environmental effects of sane of the Housing component activ­
ities. Since the negative determination of the original IEE still

applied 
to the Employment Generation and Planning dcmponents, no
further environmental analysis for these two components was re­quired. A second IEE was prepared for the Housing component in
Febnuary 1978, and identified only one reasonably foreseeable ef­
fect of the proposed project which might be environmentally prob­
lematic. As noted in the IEE, San Jose still discharges untreated 
sewage into the Central Valley river basin. Since a part of thisProject will include an expansion of the sewage collection system,
and since loans will be available to finance sewage connections,
the quantity of untreated sewage being discharged into the rivers
will increase as a result of this project, although the increase 
will not be significant. 

Curently 56% of the San Jose sewage ends up in
rivers without treatmnent, while 44% is dis-,osed of on-site. 

the 

the Project target areas 9%of the effluer.t goes to the rivers,
In 

while on-site disposal is attempted for 21%. The physical settings
of the target areas pose serious restrictions to the use of on­
site disposal methods, and the discharge is often inadequate and 
cause for problems in sanitation. 

Five types of solutions for sewage disposal will be con­
sidered under the three elements of the shelter component of the 
Project. 
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HOUSE CONNECTION TO 
COLLECMR/SEWERAGE 0 0 
COLLECIOR CONNECTED 
TO SEWRA ____ 0 
COLLECTOR CONNECTED 
TO SEIC TANK (nrI=r 0 0 
COLLECTDR CONNECTED 
TOO SEPIC TANK (0IAL 00 
IhDIruAL SEPTIC 
TANK (NEW!IPROVED1 0 

Actual selection of a type of solution will be madeproject-by-project basis, utilizing criteria such 
on a 

as the degree ofinadequacy of existing methods of disposal, the preference of thebeneficiaries and the technical feasibility, given the environment­
al constraints and opportunities of the site. The variable siteconditions which can affect the technical feasibility of a givensolution are described in Chapter 3.1 of the Environmental Assess­ment. All new developments will be required to connect to the
collection system where possible. 

In 1981 the second stage of the IDB-firvced sewerageimprovement project will be completed. Trunk lines will have beeninstalled in all major river beds. This will rid the rivers withinthe Metropolitan Area of nearly all pollution caused by effluent
from the collection system. 

Leading all collected effluent to one point is a prere­
quisite for the construction of a central treatnent plant. At whattime treat ent will be introduced (in a future third phase) willlargely depend on the findings of monitoring activities for whichthe Water and Sewer Authority (AyA) has equipped itself. 
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An Envirmental Assessment prepared in April, 1978, ad­
dressing the enviormental consequences of the proposed sewage up­
gading activities is circulating with this Project Paper. The 
Assessnent concludes that these proposed activities will have bene­
ficial on-site envimormental effects and will not significantly 
aggravate the pollution of rivers in the San Jose area. 
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VI. 	 FANCIAL ANAfLYSIS 

A. 	 Financial Plan 

The Financial Plan contains a Simuary Cost Estimate,Disbursement Schedule by Years and Costing of Project Outputs/In­puts. An examination of the latter shows that 57% of the totalcosts of the Euployment Generation and Policy Planning, and Pro­grm Coination Activities ($11.9 million) and 92% of the costof the Housing Activities ($16.3 million) are for credit. Themajor cost in the Planning Activities will be for Technical As­sistance ($614,000). A breakdown of funds on a percentage basisfor the Employment Generation and Policy Planning and Program

Coordination caponents follows:
 

I. 	Credit 
572. 	 Personnel/Operating Costs 243. 	 Technical Assistance 114. 	 Equipment/Materials 
45. 	 Training 
16. 	 Subsidy Payments 17. 	 Vehicles 
18. 	 Surveys, Office Expansion/Constuction, 

and Publications 1 

100%
 
The percentage breakdown for the housing and camunity

infrastructure canponent is as follows: 

1. 	 Credit 
2. 	 Personnel and Operating Costs 

93 
53. 	 Technical Assistance 24. 	 Equipment, Materials, Vehicles I 

100%
 
The Project budgets were developed in collaboration withthe various Ministries involved in the Urban Project. The ratioof AID development Loan funds to the GOCR counterpart is 41 to 59.The ratio increases to 60% AID and 40% GOCR when the calculations 
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include the Housing Guaranty Funds and the correspondingtibution. 	 GOCR con-Both ratios exceed the FAA Section 110(A)for host country contributions, 	 requiremnt
and are consistent with the DAPstrategy. 

B. 	 Financial.Analysis of Particptin. Institutiors 
The National Banking System (SBN)managing the credit funds will be responsible for 

of the Project. 
under the Employment Generation camponentThe SBN entities managing the credit funds will bethe Banco Central and four nationalizedstate 	 commercial banks.=onercial 	 The fourbanks are multifunctional and competelike private institutions. 	 for businessThey 	are the only banks allowed to re­ceive demand and time depostis, and have accessrediscount facility. 	 to the Banco Central'sAll 	four banks are financially sound andably profitable institutions. reason­

at a rate of 16.7% p.a. 
Their total assets have been growingin noinial termsmore 	 during the 1971-76 period,than the average inflation rate of about
Their total assets reached just under 

13% during those yeals.
$1 billion as1976. Their combined net profits 	
of December 31,amounted toequivalent to 11% on 	 $3.6 million in 1976,average equity,that 	yearly level 

and are expected to rerain atover 	the next 	few years. The SBN tseffectively manage many lines of credit is 
capability to
 

well established.
 
In the past,

activities IVU and IFAM have successfully carried outsimilar to those for which they will be responsiblethis 	Project. A underdetailed financial analysis of INVU and IFAM,with audited financial statements, along
feasibility of proposed 

cash flows showing the financialshelter and cornunity infrastructure activities,and proposed disbursement schedules, are contained in Annex II-F. 
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SummzY Cost Estimate
 
Thousands of Dollars
 

Source of FundsAID 
Type of Expenditure tan M IG GOCR Total 

Technical Assistance 1,703 
 - 1,703 
Equilnent/Materials 
 506.5 
 - 506.5 
Vehicles 
 157 ­ 157 
Training 
 67.5 
 - 67.5 
Surveys 30 
 60 90
 
Credit 
 3,000 11,400 
 7,480 21,880
 
Office Expansion/Construction 
 16 
 - 16 
Operating/Personnel 


3,700 3,700 
Subsidies 

150 -150 
Publications 20 
 - 20
 

5,500 11,400 11,390 28,29
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DISBtRSEh T S-LHE. BY YEAPS 

1979 1980 	 .981 TOTAL 
-CRAID _OC AID 	 AID _ R AID 0oCR 

Labor Supply
 

1. 	 Forecasting Job 
Demand 42.5 35 - 66 - 66 42.5 167 

2. Contact, Referral
 
and Placement 182 315 47 350 
 8 386 237 1,051


3.Job Training 137 248 130 275 100 307 367 830
 

Labor Denand 

1.Technical Assist. 49 168 108.5 244 87 338 244.5 750
 
2.Training 	 7 8 - 1560 	 90 100 250
 
3. aedit 	 800 1000 1,150 1,350 550 950 2,500 3,300

4. WOOF 	 288 170 498 330 268 - 1,054 500 

Urban Policy, Planning 
Project Coordination/ 
Plaznng 5 Evaluation 
Inruts 

1.Policy Level 125 163 150 	 ­- -	 438 
2. 	 Project Coordi­

nation &1bnitoring 22 30 17 35 17 35 56 
 100
 
3. Project Evaluation 63 - 33 - 24 - 120 -

Shelter &Commity 
Infrastzicttre,h 

1. 	 Hcme Improvement 10 - 5 - ­ 15 ­
2. Cmonity Inra­

st'uctu-e 35 - 20 - 5 60
- -
3. Commnity Dev. 141 152 50 305 10 305 201 762
 
4. Assistant Project
 

Coordinator 75 
 - 75 - - - 150 ­

1,976.5 2,178 2,304.5 3,045 1,219 2,487 5,50U 7,710
 

* 	 A schedule of HIG disbursements is included in Annex II.F. 
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Costing of Project Outputs/inputs 

Thousands of Dollars 

Employment Housing Planim 

AID Appropriated 

Technical Assistance 
Equipment/Materials 
Vehicles 
nining 
Surveys 

Credit 
Office Expansion/Construction
Publications 

774 
441.5 
111 
67.5 
30 

3 03,000 
20 

315 
65 
46 

_ 

-

614 
_ 

_ 

Other U.S. 

GOCR 

HIG/Credit 
- 11,400 

Personnel and Operating Costs 
Credit 
Surnays
Subsidies for Treining 

2,838 
3,800 

60 
150 

762 
3,680 

_ 
- _ 

100 
-

-

11,308 16,268 714 
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VII. IMPLEMErTION PLAN 

A. USAID Monitoring & Administration Responsibilities
 

I. Monitoring Responsibilities
 

The USAID Urban Developnent Office will monitor theproject, and will assist the GOCR with contracting and proctnurement
under the loan. It will review plans and specifications for direct

pcrtions of the loan to include technical ass5stance and training

programs for workers and small businessnen, as well as special

studies to be carried out in the areas of urban policy, planning and

prograTmiing. It will also maintain close contact with the interme­diate credit institutions and the Central Bank, and will review se­
lection criteria and sub-lending progress for non-direct portions

of the loan.
 

USAID will, in addition, review and approve the sys­tem which will be established for the Guaranty Fund, and the orga­
nizational models which will be developed for the 3 experimental

Worker Owned and Operated Firms" (WOOFs). Prior to final approval

of sub-loans for the three WOOFs by the Inter-Agency Coordinating

Cmmittee and the participating banks, the Mission will review the

sub-loan file to determine that adequate managerial talent will be
provided and that the projects are financially, technically, and
 
economically feasible.
 

RHUDO/ROCAP will have primary responsibility for

monitoring GOCR performance under the Housing Guaranty Component of

the Project. This activity will involve the review and approval of
plans and specifications for specific shelter and cmmiunity infra­
structure projects to insure, inter-alia, that the final costs can
be afforded by the intended beneficiaries. Further, the Project

Delivery Plan, which is included in Annex II-F, will be updated

periodically, and will be used To monitor the timing and volume of

the delivery of solutions and the drawdown of HIG and GOCR re­
sources. 
The assistant project administrator for the shelter and

cnmmunity infrastructure component will assist RHUDO/ROCAP and

USAID/CR in perforning these tasks. The Mission's Urban Develop­
ment Office will be responsible for monitoring the implementation

of this component as it relates to the overall goal and purpose of
 
the Project.
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B. 	 Disbursement Procedures 

A three-year disbursement period will be required for theDevelopment Loan portion of the Project.Section VI-D.) (See disbursement plan inA special project account will be established inMinistry of Finance to 	 thebe used in making disbursements for sub­project activities which have been approved by the Inter-Agency
Coordinating Comittee. AID 	credit funds will be disbursed throughthe Ministry of Finance by means of an initial advance, based onanticipated disbursement schedules. AID 	disbursenentsactivities financed under the loan 	
for other 

-- e.g., worker/small businesstining, studies and evaluations,
sistance -- will be made in 

and training and technical as­accordance with standard AID direct re­imbursement procedures. No elements of this loan are acceptable forof the fixed amount reimbursementuse 
(FAR) method.
 

Housing Guaranty Funds will be invested
three and 	 over a period ofone 	half years by INVU, inby IFAM, in 	
the amunt of $8.4 million, andthe amount of $3.0 million, to provide long- and medium­term financing for shelter and comunity infrastructure projects.
 

The drawdown of HIG 
 funds will be supported by evidence ofcompleted investments; that is,
gages by the presentation of eligible mort­for the shelter projects and by a certification of work cam­pleted for community infrastructure projects. it is anticipated thatHIG 	 funds will be advanced to serve asIFAM's and 	 interim financing for bothBM'Vs projects 
vance 	will be 

in an anount of about $2.0 million. The ad­replenished on the basis of cash flow projections. 
HIG funds will be disbursed by a U.S. investor selected byCosta Rica with the concurrence of AID,special project account in the 

and will be deposited in aMinistry of Finance.drawndowns 	 Requests for...of HIG fund3 for the reimbursement of investments or forreplenishment of the advance will be originated by INVU and IFAM.Such 	requests will require the approval of the Inter-Agency Coor­dinating CaInittee and of AID before funds can 	be disbursed by theU.S. 	Investor.
 

C. 	 ProcurePentProcedures
 

The 
 selection of consultants and contractors, procurementof equipment and materials, shipping and insuring will be carriedout in accordance with the standard procedures called for in theProject Agreement. It is anticipated that mostprocured 	 goods and servicesunder the project will be contracted for directly by theborrower, with AID's prior concurence.
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Apprvopriate reports will be obtained concerning procure­
ment requirements, including 50/50 shipping and source and origin.
These reports and requirements will be monitored by the Capital De­
velopment Office and by the Controller's Office through the review 
of vouchers and supporting documentation submitted in substantia­
tion of reimburseent requests. 

Contracting under the shelter ccmponent of the project
will be done by INVU, and under the community infrastructure can­
ponent by IFAM in accordance with GOCR practices. AID (through
RHUDO/ROCAP) will review bid and contracting procedures, pre-bid
estimates, and final contracts in accordance with standard HIG 
program procedures. 

D. 	 Conditions, Covenants and Negotiating Status 

I. 	 Conditions Precedent to Disbursement of the AID De­
velopment Loan 

a. 	 Conditions Precedent to Initial Disbursement 

i. 	 The G0CR will present evidence that an 
Inter-Agency Coordinating Committee, cam­
posed of representatives of the Ministry 
of the Presidency, OFIPLAN, and the Ministry 
of Finance, as well as the participating 
agencies, has been formally established, 
and that a Project Coordination and Ad­
ministration Unit has been created and 
staffed within the Ministry of the Pres­
idency. 

ii. 	 The GOCR will submit, in form and substance 
satisfactory to AD an implementation plan
and estimated budgets for all loan-financed 
activities. 

iii. 	 Inter-Agency agreenents, which define work 
plans and procedures will be signed by par­
ticipating Ministries and implementing 
agencies. 

b. 	 Conditions Precedent to Disbursement for Small 
Industry Cnponent 
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i. The GOCR shall submit, in form and substance 
satisfactory to AID, a copy of its small 
industry sub-lending regulations, including
sub-project and sub-borroer eligibility
riteria, and an implementation plan for

training small industrialists. 

ii. 	 Evidence that NEIC's Small Industry and 
Artisan Department has hired and trained 
sufficient field staff to respond to the
projected technical assistance requirents
of small industrialists. 

iii. 	Evidence that the GOCR has established a 
Productive Credit Guarantee Program (PCGP) 
or similar credit guaranty fund mechanism,
acceptable to AID, which contains adequate
contingent reserves to cover potential
losses on sub-loans made under the Project. 

c. 	 Conditions Precedent to Sub-Lend!2n for Worker-
Owned and Operated Firms (WOOFs) 

i. 	 Evidence that adequate managerial talent 
has been obtained; and that each project
to be financed is financially, technically
and economically feasible. 

E. 	 Special Covenants 

1. 	Maintenance for Small Industry Fund 

a. 	 Eccept as AID may other se agree in writing,the GOCR agrees that it will maintain the level of the Sall Indus­
try Credit Portfolio at no less than $11.4 million for at least five
 
years subsequent to the end of the 
loan. 

2. 	 Borrower Contribution 

a. 	 The GOCR agrees that of its counterpart contri­bution to the project, no less than $3.3 will be provided for sub­
lending to small industries. 
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3. 	 Use of Sub-Loans 

The GOCR agrees to utilize repaymentsfrcm 	 sub-loans only for those purposes for 
of 
which

principal
AID 

AID-funded 

loan funds are authorized.
 

4. 	 Interest Rate Study
 

The GOCR arees 
to carry out with loan financing, bythe 	end of the second year of the project, an interest rate study toanalyze the lcng-range political, social, and 	econamic consequencesof lending to small businesses at subsidized rates. 

F. 	 Conditions, Covenants, and 	Negotiating Status for BIG
Canponent 

The shelter and cannuity infrastructure component of theProject will require signing four documents.
signed by AID, 	 The Guaranty Agreement,will assure the U.S. Investor against any loss. TheHost 	Country Guaranty, signed by the Government of Costa Rica,provide a similar assurance to AID. 	

will
The Loan Agreement will set forththe terms of the loan and be signed by the Ministry of Finance,acting for the Borrower, Costa Rica,AID, 	 and the U.S. Investor. FinallyINVU, IFAM, DINADECO and 	 the Ministry of Finance will subscribethe 	Implenentation Agreement which will set forth the implementationprocedures and conditions precedent to disbursements for 	HIG-financed

projects.
 

The Implementation Agreement 
 will 	be negotiated and signedfirst. Sbusequently the other three documents will be negotiated andsigned. The Loan Agreement and the Host Country Guaranty will requireratification by the Congress of Costa Rica before they can became
effective. 

1. 	 Conditions Precedent to Si=ing HIG ImplementationAgreement 

Prior to -the signature of the Implementation Agree­ment, INVU and DINADEC0, IFAM and DINADECO and 	 INVU and IFAM willhave 	signed inter-agency agreements establishing thei-: work plans andoperational procedures for shared sub-project activities. 

2. 	 Conditions Precedent to Disbursement of HIG Funds 

Prior to the first disbursement of HIG funds,GOCR will have to meet the following conditions: 
the 
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a. An agreenent will have been signed between INVU,IFAM and the Ministry of Finance describing the latter's functionsas BarTower of HIG funds, establishing a special account, and estab­lishing procedures for disbursing funds from the account to INVU and
IFAM.
 

b. Thaining activities for the staff of IFAm'svalorization unit and of DINADECO's Metropolitan Office shall havebegun; IFAM will have completed an initial evaluation and have de­veloped revised procedur.es to be used in implementing the valcriza­tion system for community infrastructure projects.
 

3. Special Covenants 

a. The GOCR will agree to provide, as needed duringthe life of the project, $3,680,000 in counterpart financing to INVUand IFAM.
 

b. The GOCR will agree to provide the necessarybudget to establish and maintain the planned staffing levels neededby INVU, IFAM and DINADECO to carry out sub-project activities. 
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VIII. EVAlUATION PLAN 

conrerned with the develOpnent of newBecause this Project is 
both 	of

for employment generation 	and housing imOvemfnt,
systems detailed evaluationswhich may be replicated in other urban areas, 

will be done by orIPLAN with AID support. These evaluations will 
on im­

take place at the output and puwpose/goal levels and focus 

plementation progress and the overall impact of Project activities 

on the urban poor target group. 

jointly by
Additionally, annual evaluations will be conducted 

cover such issues as:
the GOCR and AID and 

1. 	 Utilization of loan (drawdowns); 

and nature of comterpaa t 	 contributions;2. 	 Tiimeliness 

3. 	 Relevance and effectiveness of the supporting technical 

assistance activities; 

and coordina-Effectiveness of institutional arrangements4. 	
tion (including both AID and GOCR arrangements); 

Extent of local level participation in Project implemen­5. 
tation activities; and 

in terms of canpliance
Assessnent of individual 	components6. 	
with lending criteria and effectiveness in implementation. 

of the Project will
The incane/employment and housing caiponents 

be evaluated individually, although the relationships between them 

and the degree to which they mutually support one another will also 
and institu­

be analyzed. Project performance at family, caimnity, 
tional levels will be measured for both components. Detailed
 

the Project. A brief
 
evaluation plans will be developed early in 


sumnary of major points follows.
 

A. 	 Employment Generation 

housing, and sociological data were 
Employment, incane, 

Household and Adult 
collected for the tugurio poor in the Nay 1977 

Population
Surveys. These data, cnbined with data fran the 1973 

Census and 1976 Ministry 	of Labor Enployment Survey, canprise the 

To the extent possible this information will be 
baseline measures. 

so that project impact can be 
collated into neighborhood profiles, 

measured trough periodic surveys.
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However, as pointed out in the recent Urban Sector Assess­ment, there is great mobility within San Jose. Therefore, ,,... anti­poverty pograns in any given area will likely attract people fromother areas. 
This gives rise ti t~m problems: (a)net improve­ments based on local before-and-after measurements...may appear tobe zero, even though people are being helped; (b)those who takefirst advantage of local programs may be outsiders, moving in forthat very purpose. 
These are likely not to be the lowest 20 per­cent" (p.77). Efforts therefore will have to be made to measure
benefits in terms both of (a)individuals served (are they in the
lowest 20, 30 or 40 percent?) and (b)the net effect on the target
canmanity (do benefits accrue to permanent members or outsiders, or
to local people who then leave?).
 

In movre specific terms, Project impact on families and
individuals will be evaluated by looking at: 

- increases in net family income 

- increased employment opportunities (reduced unemploy­
ment) 

- increased labor productivity.
 

These factors will be measured for both project partici­pants and a control group through periodic surveys most likely
-

at months 18 and 36 of the Project.
 

Commanity impact will also be measured through periodicsurveys which look at both housing and employment activities. The
proportion of people within target cammunities who are living in
inadequate housing and/or are unemployed and/or are living belowthe income poverty line will be measured. 

At the institutional level, the efficiency and effective­ness of the GOCR's placement and training services will be
measured by looking at numbers of persons served and costs.recent Adult Survey showed little use 
The 

of the GoverTzent EmploymentService by 'ugu'io residents. Thus the degree to which the poor
begin to use this service will help indicate the extent to which
the project purpose has been achieved. The success of moving
frcm market identification to credit to production to employment
will also be evaluated and weak links identified. Special atten­tion will be given to worker-owned industries to evaluate the ef­fectiveness of their operations, as well as identify who the worker-
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owners are and the extent to which they represent San Jose's poor. 
The success of banking reforms in increasing the demand for credit 
will also be monitored. An evaluation of the expansion of the 
small business (DGATPIA) extension program will be performed at 
the end of the second year to reassess DGATPIA's institutional 
capacity to can'y out its increased technical assistance-treining 
responsibilities. Increased levels of technical assistance will 
be provided if this evaluation indicates the need. 

B. Shelter and Ccmuunity Improvement 

Implementation will be evaluated against planned targets, 
particularly the housing and infrastructure objectives outlined in 
the Logical Framework. In addition, the impact of the program on 
target families under the sites and services and ccpRnnityupgrad­
ing camponents of the project will be measured through sample inter­
views. 

Baseline interviews will be conducted at the point of 
sub-project selection, with the participation of neighbcrhood 
groups. Subsequent interviews will be held in months 18 and 36 of 
the project. These interviews will go beyond a discussion of phys­
ical outputs and look at attitudinal and perceived quality of life 
changes. 

C. Data and Financial Requirements for Evaluation 

Additional baseline data will need to be collected during 
initial project stages for the Employment Generation and Shelter 
canponents. There will also be periodic surveys at months 18 and 36 
of the project. Detailed plans for the baseline and subsequent 
survey requirements will be worked out as part of the Project, 
probably during the time in which Conditions Precedent are being 
met. It is estimated that all survey, data processing, and con­
sultant costs will be $120,000. 
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AMEX I-A 

CERTIFICATION PURSUANT TO SECTION 611(e) OF MIHE 
FOREIGN ASSISTANCE ACT OF 1961, AS A ENDED
 

I, Stephen P. Knaebel, the principal officer of the Agency for
International Developnent in Costa Rica, having taken into ac­count anmng other factors the maintenance and utilization of
projects in Costa Rica previously financed or assisted by theUnited States, do hereby certify that in my judgment Costa Ricahas both the financial capability and the human resources capa­bility to effectively maintain end utilize the Project: URBAN!3MPLOYMENTAND CCMMUNITY IMPROVEMENT.
 

Director, U /Costa Rica 
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SC(I - COUNTRY CHECKLIST 
Listed below are, first, statutory criteria applicable 'enerally to FAA funds, and then criteria
applicable to individual fund sources: 
 Development Assistance and Security Suoortinn Acci naw&funds. 

A. GENERAL CRITERIA FOR COUNTRY 
1. FAA Sec. 116. Can it be demonstratedthat contemplated assistance will directly The contemplated assistance to be pro­vided under the Project will benefit the 

benefit the needy? If not, has the ur p of San Jos: the uneployed, Department of State determined that thisgovernment has engaged in consistentpattern of gross violations of inter-
small poor businessmen, and needyfamilies living in substandard housing.nationally recognized human rights? 

2. FAA Sec. 481. Has it bfon determined that No
the government of recir ant country has

failed to take adeauate steps to prevent
narcotics drugs and other controlled
 
substances (as defined ov the Comore­hensive Drug Abuse Prevention and Control

Act of 1970) produced or processed, in
whole or inpart, insuch country, or

transported through such country, from

being sold illegally within the juris­
diction of such country to U.S. Government

personnel or their dependents, or from

entering the U.S. unlawfully?
 

3. FAA Sec. 620(a). Does recipient country No

furnish assistance to Cuba or fail 
to
take appropriate steps to prevent ships

or aircraft under its flag from carrying
 
cargoes to or from Cuba?
 

4. FAA Sec. 620(b).' Ifassistance isto a Yesgovernment, has the Secretary of State
 
determined that itisnot controlled by

the international Communist movement?
 

5. FAA Sec. 520(c).. Ifassistance isto 
 No 
government, Isthe government liable as
debtor or unconditional guarantor on any
debt to a U.S. citizen for gccds or

services furnished or orderad where (a)
such citizen has exhausted available-' ',"
l,.al remedies and (b)debt. isnot denied
 or 
:xntested by such government?
 

AA Sec. 620.) (1). Ifassistance isto No
" goveF7ient, ",s it (including government

g.ncies or subdivisions) taken any action
;ich has the effect of nationaliin,

cmpror-iating, or ntherwise seizia

L.:,erh-i or control of orcoer:y of U.S.
rItizons nr entities beneficiall., owned
I., fti.m without taking stens to discharge


i-e~tins toward such citizp.ns ar 
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A ANEX 	I-B7. FAA Sec. 620(f): Soo. Sec. 108. Is Page 2 of 12reciaient country a Cor.unist country? 
 No

Will assistance te orovided to the

Democratic Reoublic of Vietnat" (,North

Vietnam). South Vietnan, Cantodia or Laos?
 

8. FAA Sec. 6201) . Isrecipient country in
 
any way involved in (a)subversion of, or
 
military aggression against, the United
 
States or any country receiving U.S.

assistance, or (b)the planning of such
 
subversion or aggression?
 

9. FAA 	Sa. 620(J) . Has the country per-
 No
 
mitted, 	or failed to take adequate

measures to prevent, the damage or

destruction, by mob action, of U.S.
 
property?
 

10. FAA Sec. 620(1). If the country has No, the A 'ninistrator
has rot consid&er
failed to institute the investment
guaranty program for the specific risks 
 denyn ast
of expropriation, inconvertibility or

confiscation, has the AID Administrator
 
within 	the past year considered denying

assistance to such government for this
 
reason?
 

11. FAA Sec. 620(o); Fishermen's Protective 
 Costa 	Rica has not imposed any penalty
ActSec. 5. If country has seized, or
imposed any penalty or sanction against, or1sanction agaist any U.S. fishing
any U.S. fishing activities in inter-
 activities in inter ational waters.

national waters,
 

a. has 	any deduction required by Fisher-
 NIA
men's Protective Act been made?
 

b. has complete denial of assistance N/A
been considered by AID Administrator?
 

12. FAA Sec. 620(q); Apo.Sec.504. (a)Is No
 
the government of the recipient country

in default on interest or principal of
 
any AID loan to the country? (b)Is
 
country in default exceeding one year on 
 No
interest or principal on U.S. loan under
 
program for which App. Act appropriates

funds, unless debt was earlier disputed,

or appropriate steps taken to cure default?
 

'13. 	 FAASec. 6(s). "Ifcontemplated assis- Yes,as repored..in annual report ontance is development loan (incluing Alli- a 	 o nec. repot o
ance loan) or security supporting assistance, inplefltation of Sec. 62QCsl,

has the Administrator taken into account the
 
percentage of the country's budget wnich is
for military expenditures, the amount of
 
foreign exchange spent on military equipment

and the amount spent for the purchase of
 
sophisticated weapons systems?" 
 (An
affirmative answer may refer to the record 
nf the 	taking into account, e.g.: "Yes as1c'orted in annual report on iolementation 
0Y nc. 620(s).o"This report isorepare.0

(i!'hr time of approval ny tpe Aliitm-t,'.
 

. ,,i Vi Operational Yc;.r h
H 
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Upward changes in te Sec. 620(s) factorsoccuring in the course of the year, of 	 ANNEX I-B 

Page 3 of 12sufficient significance to indicate that
 
an affirmative answer might need review

should still be reported, but Phe itatu­
tory checklist will not normally be tne
 
preferred vehicle to do so.) *
 

14. FAA Sec. 620(t). 
 Has the country severed No
diplomati elations with the United
States? 
 Lf so, have they been resumed
and have new bilateral assistance agree­ments been negotiated and entered into

since such resumption?
 

15. FAA Sec. 620(u). 
 What is the payment Costa Rica has no problems in meeting
status 
 the country's U.N. obligations?
Ifthe country is inarrears, were such 
 its U.N. obligations.
arrearages taken into account by the AID
Administrator in determining the current
AID Operational 
Year Budget?
 

16. 	 Has the country granted
FAA Sec. 620A. 

sanctuary from prosecution to any indivi-

No.
 

dual or group which has committed an act
of international terrorism?
 

17. FAA Sec. 666. 
 Does the country object,
 
on bsis of race, religion, national
origin or sex, to 
the presence of any
officer or employee of the U.S. there
to carry out economic development program
under FAA?
 

18. FAA Sec. 669. 
 Has the country delivered
 
or received nuclear reprocessing or
enrichment equipment, materials or
technology, without specified arrange­
ments on safeguards, etc.?
 

19. FAA Sec. 901. Has the country dcnied its
citizens the right or opportunity to 
No
 

emigrate?
 

B. FUNDING CRITERIA FOR COUNTRY
 

1. Development Assistance CountryCriteria
 

a. FAA Sec. 102c (d. Have criteria Yesbeen establ sheo, and taken into account,
to assess commitment and progress of
 country ineffectively involving thi
 poor indevelopment, on such indexes as:
(1)small-farm labor intensive agri­culture, (2)reduced infant mortality,

(3)population growth, (4)equality of
income distribution, and (5)unemplovment.
 

b. FA Sec. 201(b)(51,208;-11a}4,(. (7} 8 Sec.toDescribe extent 
wich country s:
 
(1) Making approoriate effnrts to increase (1) Agriculture output has maintainedfood production and imorove means for 
 a steady growth rate in recent years.
food storace and distribution.
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t7) Cr.-ating a favorable climate for 	 (2)Costa Rica maintains an excellent 
foreign and domestic private enter-	 - for investient and private 
prise and Investment. 	 llaefrivsmn adPiat 

enterTrise. It offers political

(3)Increasing the public's role inthe stability, a demicratic Process,


developmental process. colstitutional gkUantees, equal rights

for foreigners and incentives to
 

(4) 	 (a)Alocating available budgetary foreign investors. 
resources to development. (3) The public is encouraged to take part 
(b)Diverting such resources for 	 in development. Certain activities of 
urnecessary military expenditure and 	 this Loan will ccrumty andofte 
intervention inaffairs of other free 	 self-help efforts. 
and 	independent nations. ( ) The great of the Naionaleljority 	 Bud­

(5)Making economic, social, and political 	 get funds goes for economic and social 
reforms such as tax collection improve- develon e st. 
ments and changes'in land tenure ( d4b)CsvRica has no militry ad does nt 
ar-angements, and making progress
toward respect for the rule of law, intervene in the affairs of other coun­
freedom of expression and of the press, tries. 
and recognizing the importance of (5) Substantial prOgrNss has beenn and is stil 
individual freedom, initiative, and be nude i the a of t collection 
private enterprise. and tax fund redist ibution. Basic Ldi­

(6)Otherwise responding to the vital vidual freedoms and free enterprise are 
economic, political, and social con- respected.
cerns of its people, and demonstrating (6) Costa ca res onds rapidy to the con­
a clear determination to take effective
 
self-help measures. terns of its people, and clearly demon­

strates effective self-help measures.
 
c. FM e... 20 ubt. i e i thewi(a).h 

country amons:e it countries inwhich It iS aong the 20 counmadies in wiih

develoment assistance loans may be made Deel t Loans may be made.inthis fiscal year, or among the 40 in Dv~osetLasmyb ae
 
wnich development assistance grants
 
(o:ner than for self-help projects) may
 
be made?
 

d. F-kA Sec. 21. Will country be
 
furnisned, insame fiscal year, either
 
security supporting assistance, or
 
Middle East oeace funds? Ifso, is
 
assistance for population programs,

humanitarian aid through interna ional
 
organizations, or regional programs?
 

2. Security Supporting Assistance Country

Criteria
 

a. 	FAA Sec. 5029. Has the country

engaged ina consistent pattern of gross NIA
 
violations of internationally recognized

human rights? Isprogram inaccordance
 
with policy of this Section?
 

b. 	FAA Sec. 531. Is the Assistance to N/A
be furnisned to a friend' y country,
 
organization, or body eligible to
 
receive assistance?
 

c. FAA Sec. 609. If commodities are to N/A

be granted so that sale proceeds will accrue
 
to the recipient country, have Soecial
 
Account (counterpart) arrangements been
 
made?
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Listed below are, first, statutory criteria applicable cenerally to projects with FAA funds, and
then project criteria aoclca:le to 
individual func sources: Development Assistance (with a
sub­category for criteria applicable only to loans): and Security Supporting Assistance funds.
 

CROSS REFERENICES: IS COUTRY CHECKLIST UP TO DATE? IDENTIFY. HAS STANIDARD ITEM CHECKLIST BEEN
REVIEWEf1 FOR THIS PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT.
 

1. Aoo. Unnumbered; FAA Sec. 653(b)
 
(a)Describe how Committees on Appropria-
 The Conmittees on Appoprdation oftions of Senate and House have been or s
will be notified concerning the project; 
 Sete and House were noi:ied of thiS
(b)isassistance within (Operational 
 Project through the Congressiona.
Year Budget) country or international Pv-'
sentation, and a Congressional Notificati
oroanization allocation reported to

Congress (or not more than Sl 

Avisn of AM's intention to increase
million
over that figure plus lO.)? the size of the Loan.
 

2. FA Sec. 6,l1a)(l/. Prior to obligation Yes
inexcess o 510 ,000, will 
there be (a)

engineering, financial, and other plans
necessary to carry out the assistance and

(b)a reasonably firm estimate of the
 
cost to the U.S. of the assistance?
 

3. FAA Sec. 611ia (2). Iffurther leois-
 The only fU.ther action needed is the.ative action isrequired within recipient 
 legislative ratification.
country, what isbasis for reasonable This actionh e ve hidere atheonderly acinexpectation that such action will be 
 has never hindered the o'derly accomplish­completed intime to permit orderly 
 Ment of project purposes to date.
accomplishment of purpose of the assis­
tance?
 

4. FAA Sec. 61Lb); Apo.Sec.101. 
Iffor
water or water-relateo land resource 
 N/A
construction, has project met the stan­dards and criteria as per Memorandum cf

the President dated Sept. 5,1973
(replaces Memorandum of May 15, 1962;
see Fed. Register, Vol 38, No. 174, Part

III, Sept. i0,1973)?
 

S. FAA Sec. 611le). If project is capital

assistance e.g., construction), and all Yes

U.S. assistance for itwill exceed

$1million, has Mission Director certified
 
the country's capability effectively to

iraintain and utilize the project?
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A. 	 ANNEX I-BPage 6of1 
Isproject susceptible
6. FAA Sec. 209, 619. 


of execution as part of reoional or rulti­
lateral project? If so wqy is project not
 
so executed? Inform:tion ara conclusion

whether assistance will encourage

regional develocrent orocrars. If
 
assistance is for newly independent
 
country, is itfurnished through m.ulti­
lateral organizations or plans'to the

maximum extent appropriate? 

7. FAA Sec. 601(a); (and Sec. 201(f) for The 	activities of the Project intend to,develocrent loans . infor tra aionandconclusions whether project will 
encourage encourage the effo s of Cost Rca inefforts of the country to: (a) increase all 	the items listed.the flow of international trade; (b). fos­
ter private initiative and competition;

(c) encourage development and use of
cooperatives, credit unions, and savings

and loan associations; (d)discourage

monopolistic practices; (e)improve

technical efficiency of industry, agri­
culture and commerce; and (f)strengthen
 
free iaoor unions.
 

8. FAA Sec. 601(b). Information and con-
 Improved production practices and better.
clusion on 
now project will encourage
U.S. 	private trade and investment arroad 
 trained employees i make Costa Rica aand encourage private U.S. participation iore favorable country in which to invest.in foreign assistance programs (including 
 The 	Housing Investient Guaranty Program in
use of private trade channels and the 
 the 	Project is private U.S. participation
services of U.S. private enterprise). 
 in Costa Rica's assistance progam.
 
9. FAA Sec. 612(b); Sec. 636(h). Describe
 

steps taken to assure that, to the Nrml.. Project disbursement proceduresmaximum extent possible, the country is assue this.

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.
 

10. 	 FAA Sec. 612(d). Does the U.S. own excess No.
 
foreign currency and, if so, what arrange­
ments have been made for its release?
 

B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance ProictCriteria­

a. FAA Sec. 102(c); Sec. 111; Sec. 281a. 
 The 	project is designed to provide urban
Extent to wnicn activity Miil-(a) effec- poor in San Jose with occuptionalskills
tively involve the poor in deveiooment,
by extending access to economy at local necessary for employment and credit and
level, increasing labor-intensive pro-

duction, spreading investment out 	

technical assistance to small businessmenfrom for,expansion. By increasing the demandcities to smal towns and rur .lareas; 
 and 	supply for Lah-v, the Project effectivelyand (b)help develop cooperatives, ano the pr.
especially by techni.ai assis.3nce, to involves -the poor.
assist rural a-d U'sdr, Door o he'o

themselves tovard etter life, and other­
wise encourage derce-atic private and
 
lo l v. r,1"S, 
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b. FAA Sec. 103, 103A, 104, 105, 106, 
107. Ls assistance 5eing made availabla: 
L'nclude only applicable paragraph -­
L._..,a, b, etc. --which corresponds to 
source of funds used. Ifmore than one 
fund source isused for project, include 
relevant paragraph for each fund source.] 

Page 7 of 12 

(1)[103] for agriculture, rural develop­
ment or nutrition; ifso, extent to 
which activity isspecifically
designed to increase productivity 
and income of rural poor; [103A]
iffor agricultural research, is 
full account taken of needs of small 
farmers; 

(2)[104) for population planning or 
health; ifso, extent to which 
Artivity extends low-cost, integrated
delivery systems to provide health 
and family planning services,
especially to rural areas and poor; 

(3)[105) for education, public admin-
istration, or human resources 
development; ifso, extert to which 
activity strengthens nonformal 
education, makes formal education 
more relevant, especially for rural 
families and urban poor, or 
strengthens management caoability
of institutions enabling the poor to 
participate indevelopment; 

N/A 

N/A 

(4)[106) for technical assistance, 
energy, research, reconstruction,
and selected development problems;
ifso, extent activity is: 

N/A 

(a)technical cooperation and develop-
ment, especially with U.S. private
and voluntary, or regional and inter­
national development, organizations; 

N/A 

(b)to help alleviate energy problem; N/A 

(c)research into, and evaluation of,
economic development processes, and 
techniques; 

N/A 

(d)reconstruction after natural or 
manmade disaster; 

N/A 

(e)for special development problem,
and to enable proper utilizition of 
earlier U.S. infrastructure, etc., 
assistance; 

N/A 

(f)for programs of urban development,
especially small labor-intensive 
enterprises, arketing systems, and 
financial or other institutiont tu 
help urban poor participate in 
cconc-nic and social develovment. 

Yes 

UNCLASSIF 
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(5)C107] by grants for coordinated
 
private effort to develop and

disseminate intemediate tecnologies

appropriate for developing countries.
 

c. FAA Sec. 110(a); Sec. 208(e). Isthe
recipient country willing to contribute

funds to the project, and inwhat manner
has or will itprovide assurances that it
will provide at least 25' of the costs of
the program, project, or activity with
respect to which the assistance isto be
furnished (or has the latter cost-sharino

requirement been waived for a .relatively

least-developed" country)?
 

d. FAA Sec. 110(b). Will grant caoital
assistance be disbursed for project over
 more than 3years? Ifso, has justifi­
cation satisfactory to Congress been made,

and efforts for other financing?
 
e. FAA Sec. 207; Sec. 113. Extent to 
 Project will directly impact on 1, 3
which assistance reflects appropriate
emphasis on; (1)encouraging development 
 and 5 and indirect.y i ct on 6.
of democratic, economic, political, and
social institutions; (2)self-help in
meeting the country's food needs; (3)
improving availability of trained worker­
power inthe country; (4)programs

designed to meet the country's health
needs; (5)other important areas of
economic, political,.and social develop­ment, including industry; free labor

unions, cooperatives, and Voluntary

Agencies; transportation and communica­
tion; planning and public administration;

urban development, and modernization of
existing laws; or 
(6)integrating women

into the recipient county's national
 
economy.
 

f. FAA Sec. 281(b). Describe extent to 
 The Prt
which program recognizes the particular 
 and des
needs, desires, and capacities of the 
 sheltex
people of the country; utilizes the
country's intellectual resources to An imp
encourage institutional development; 
 . wi.l bEand supports civic education and training.
inskills required for effective partici­
pation ingovernmental and political

processes essential to self-government.
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g. PAA Sec. 201b)(2)-i and -8.; Sec. The Project wfl directly contribute to 
201 (e)Sec._1. ' '- .1 , r. -k '. Opts the development of econanic resources,,
the 	activity give reaso.nazle orcrise of
 

contributing to the develooment: of aid to te Inxeawse in production capacities.
economic resources, or to tne increase of It is Consistent with both AID's and the 
productive caoacities and self-sustaining GOCR's development objectives. The 
economic growth; or of educational or 
other institutions directed toward social Project Paper contains inforniation and 
progress? Is it related to and consis- conclusions on the project's economic and 
tent with other development activities, technical feasibility. 
and will it contribute to realizable 
long-range objectives? And does project 
paper provide information and conclusion 
on an activity's economic and technical 
soundness? 

h. FAA Sec. 201(b)(6); Sec. 211(a)(5), (6). The Project provides for the procurement 
Informa ion and conclusion on possible of bot con dties and techical assis­
effects of the assistance on U.S. economy, 
with special reference to areas of sub- tance,much of which is expected to come
 
stantial labor surplus, and extent to from U.S. sources.
 
which U.S. commodities and assistance
 
are furnished in a manner consistent with
 
improving or safeguarding the U.S. balance.
 
of-payments position.
 

2. 	Development Assistance Project Criteria
 
(Loans only)
 

a. FAA Sec. 201(b)(1). Information .Other international lending institutions.
 
and conclusion on availability of financ- have not indicated an interest'in financ­
ing from other free-world sources,
 
including private sources within U.S. g the project described in the PP. ­

b. FAA Sec. 201(b)(2); 201(d). Infor- The count appears capable of repaying
 
mation and conciusion on ) capacity of the AID Loan. Te term of the AID Loan
 
the country to repay the loan, including
 
reasonableness of repayment prospects, appear reasonable and legal under the
 
and (2) reasonableness and leaality laws of the U.S. and the host country.
 
(under laws of country and U.S.) of
 
lending and relending terms of the loan.
 

c. FAA Sec. 201(e). If loan is not Yes
 
made pursuant to a multilateral plan,
 
and the amount of the loan exceeds
 
$100,000, has country submitted to.AID
 
an application for such funds togetb!,
 
with assurances to indicate that funds
 
will be used in an economically and
 
technically sound manner?
 

d. FAA Sec. 201(f). Does oroject paper Yes
 
describe how oroject will prormote the
 
country's economic dvelocment taking
 
into account the country's human and
 
material resources requirements and
 
relationship between ui'iate objectives
 
of the project and overdll ec3nomic
 
development?
 

UNCLASSIFID
 



e. FAA See. 2"2(a). Total arount of 
money uncer loan Wnic, is.*oing directly
to private enterprise, isgoing to 

intermediate credit institutions or
 
other borrowers for use ty crivate

enterprise, isbeing usea to finance

imoorts from private sources, or is

otherwise being used to finance procure­
ments from private sources?
 

f. FAA Sec.-620(d. Ifassistance is 

for ny productive enterprise which will
 
compete inthe U.S. with U.S. enterprise,

isthere an aoreement by the recipient

country to prevent export co 
the U.S. of
more than 20% of the enterprise's annual
production during the life of the loan?
 

3. Proiect Criteria Solely for Security

Supporting Assistance
 

FAA Sec. 531. 
 How will this assistance 

support promote economic or political

stability?
 

4. Additional Criteria for Alliance for
 
Prooress
 

[Note: Alliance for Progress projects
should add the following two ;teins to a

project checklist.]
 

a. FAA Sec. 251(b)(1). -(8). Does
 
assistance take into account principles

of the Act of Bogota and the Charter of
Punta del Este; and to what extent will

the activity contribute to the economic
 
or politicai integration of Latin
 
America?
 

b. FAA Sec. 2l(b)(8); 251(h). Forloans, has there been taken into account

the effort made by recipient nation to 

repatriate capital invested inother 

countries by their own citizens? Is

loan consistent with the findings and

reconendations of the Inter-American
 
Committee for the Alliance for Prooress
(now "CEPCIES," the Permanent Executive
 
Committee of the OAS) inits annual
 
review of national development activities?
 

UNCIASSIFI
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Yes
 

N/A
 

N/A
 

*Yes.
 

Yes. he loan is consistent withthe CEPCIS findings concerning Costa
 
Rica.
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COSTA RICA 

Section 222(b)
 

The proposed guaranty will enable financing of self liquidating housing
 
projects in Latin America for lower income families and persons as provided

in Section 222(b)(3). 

Section 222(c)
 

The total face amount of the guaranties issued and outstanding at any one time
 
shall not exceed $1,030,000,000.
 

Section 223(a) 

The AID Guaranty fee will be in an amount authorized by AID in accordance
 
with its delegated powers.
 

Section 223(f)
 

The maximum rate of interest allowable to the eligible U.S. investor, to 
be prescribed by the administrator, will not be more than one per cent above 
Ehe current rate of interest applicable to housing morgages insured by the 
Department of Housing and Urban Development. 

Section 223(h) 

No payment may be made under any guaranty issued for any loss arising out
 
of fraud or misrepresentation for which the party seeking payment is respon­
sible.
 

Section 223() 

(1) Costa Rica is a country that is presently receiving development
 
assistance under Chapter 1, Part I of the Act.
 

(2) The proposed housing project will be coordinated with and
 
complimentary to other development assistance to Costa Rica, in particular 
with the related assistance being proposed for Employment and Productivity, 
Urban Planning, Policy and Program Coordination. 

(3) The proposed housing project will be designed to demonstrate suit­
ability and feasibility of particular kinds of housing or of financial or
 
institutional arrangements involving inter alia sites and services, home
 
improvements, community improvements, etc.
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The project is designed and planned by AID so that at least ninty per cent

(90%) of the face value of the proposed guaranty will be issued for housing

suitable for families with incomes below the median income (below the urban 
median income for the housing in urban areas) in Costa Rica. 

The face ralue of guaranties issued with respect to Costa Rica in this fiscal 
year will not exceed $25 million nor will the average face value of all housing

guarantie3 issued in this fiscal year exceed $15 million.
 

Section 238(c) 

The Guaranty will cover only lenders who are "eligible investors" as defined

in this section of thd act at the time the guaranty is insured.
 

Section 620
 

No section 620 sanctions are applicable.
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26 de julio de 1978 

Seflor 
Stephen P. Knaebel
 
Director
 
USAID/Costa Rica
 
San Josd
 

Estimado sefor Knaebel:
 

El 
Gobierno de Costa Rica emprender6 muy pronto el Programa de
 
Desarrollo Urbano, por medio del cual 
se propone dar soluci6n a proble
 
mas que se 
presentan en el Area Metropolitana de San Jos6, tales como
 
desempleo, bajos ingresos, malas condiciones de vivienda, infraestruc­
tura inadecuada, etc. El proyecto, dise~ado durante los 61timos meses
 
por representantes del Gobierno de Costa Rica y funcionarios de la A 
-

gencia para el nesarrollo Internacional, involucrarA la coordinaci6n
 
de varias instituciones nacionales, a saber: 
el Ministerio de la Presi
 
dencia, el 
Instituto Mixto de Ayuda Social, el Ministerio de Trabajo,
 
el 
Instituto Afacional de Aprendizaje, el Ministerio de Economfa, Indus
 
tria 
v Comercio, la Direcci6n .lacional de nesarrollo de la Comunidad,
 
el Sistema Bancario :lacional, el Instituto NIacional de Vivienda y Urba
 
nismo, el Instituto de Fomento y Asesorfa Municipal y la Oficina de
 
Planificaci6n '!acional v Poltica Fcon6mica.
 

El proyecto tendrd 
una duraci6n de tres aios y su objetivo es 
el mejoramiento de las condiciones de vida de los habitantes ms po -
bres de San Jos6, a travds de un 
sistema de coordinaci6n interinstitu­
cional del Gohierno. Se facilitar6 el empleo por medio del adiestra ­
miento y colocaci6n de los desempleados y sub-empleados, y aumentarg
 
la demanda de mano de obra a trav6s de la canalizaci6n de crddito ha 
-

cia empresas pequehas qu.e crearin nuevas fuentes de trabajo. 
 Se mejo­
rargn las condiciones de vida por medio de diversas soluciones d.e vi 
-
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vienda e infraestructura comunal, 
de acuerdo con la capacidad econ6mi
 
ca de los beneficiarios: lotes y servicios, unidades b6sicas, mejora
 
miento de viviendas existentes, asf como construcci6n de infraestruc­
tura comunal. Se darg apoyo a la elaboraci6n de poifticas nacionales
 
en campos como el de la vivienda, empleo y cr~dito a la pequeia indus
 
tria por medio de estudios de las polIticas existentes y andlisis adi
 
cionales de la pobreza urbana, asi 
como a travds de la planificaci6n
 

de proyectos especificos en estos campos.
 

Se ha calculado que el costo del 
Proyecto de Desarrollo Urba­
no 
alcanzarg un total de US$ 28.836.000. Para llevar a cabo este Pro
 
yecto de gran alcance, me permito solicitar, en mi calidad de Repre 
-

sentante Autorizado del 
Gobierno de Costa Rica, la autorizaci6n por
 
parte de la .. D. de un Pr~stamo para Vivienda por un monto de
 
US.$ 11.400.000 a travs del 
Programa de Garantlas para Inversi6n de
 
Viviendas de la A.I.D. (HIG) y un Pr6stamo de Desarrollo (DL) por un
 
monto de US$ 5.446,000 para actividades relacionadas con el objetivo
 
de incrementar los inaresos de las familias pobres del Area Metropoli
 

tana de San Josd.
 

El Pr6stamo para Vivienda (HIG) serd utilizado para financiar
 
un programa de cr6dito para la construcci6n y mejoramiento de vivien­
da e infraestructura. Los fondos del 
segundo Prdstamo (DL) financia­
r6n cr6dito para pequefias industrias y empresas laborales, asistencia
 
t6cnica, adiestraiiiiento, adquisici6n de vehiculos, equipo y materiales,
 
y la realizacidn de estudios. 
 Como muestra de la prioridad que el Go ­
bierno de Costa Rica concede a este Proyecto, acordamos aportar fondos
 
de contrapartida por un monto de US$ 11.390.000.
 

Reconociendo la necesidad de coordinar eficientemente el Proyec
 
to, y la conveniencia de establecer un Fondo de Garantfa para el 
cr6di-,
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to a la pequefla industria, el Gobierno de Costa Rica tomarg ]as medidas
 

necesarias para:
 

1. 
 Establecer un Comitd Coordinador Interinstitucional
 
responsable de la coordinaci6n general, planificaci6n y
 
control de los 
recursos del Proyecto. Este Comiti serd
 
auxiliado por una Unidad de Coordinaci6n que serd esta­
blecida en la Presidencia.
 

2. Establecer un mecanismo de garantfa de cr6dito que asegu
 
re un fondo de reservas adecuado para cubrir cualquier
 
morosidad en el pago de los sub-prdstamos a las pequeras
 
industrias.
 

Considerando la situaci6n econdmica de Costa Rica y sus inten 
-
sos y costosos esfuerzos por lograr el desarrollo de las dreas marginadas, 
me permito solicitarle que los t~rminos de lo Prdstamos sean 
lo ms favo­
rables posible. 

Sin otro particular a que referirme, e suscribo de usted.
 

Atentamente, / / 

HERMAN SAE JIMENEZ -' 

MINISTRO DE HACIENDA
 

cc/archivo
 
HSJ/zdb.
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AIWSTANT 

AOMINISTRATOR 

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS 
Name of Country: Costa RicaName of Project: 
 Urban Employment and 
Project Number : 

Community Improvement
515-0130
 

Pursuant to Part I, Chapter 1, Section 106 of the Foreign
Assistance Act of 1961, as amended, I hereby authorize a
 
Loan to the Government of Costa Rica 
(the "Borrower") of not
Dollars 

to exceed Five Million Five Hundred Thousand United States
($5,500,000) ("Authorized Amount") 
to help in financing

certain foreign exchange and local currency costs of goods

and services required to carry out the project described in

the following paragraph. 
The entire Authorized Amount will
be obligated when the Project Agreement is executed.
The project is designed to increase employment and incomes
and to improve the conditions of the urban poor in San Jose,

and to 
institutionalize 
a coordinated government delivery
system capable of replicating urban poverty programs else­where in Costa Rica 
(the "Project")
 
I hereby authorize the initiation of negotiation and execution

of the Project Agreement by the officer to whom such authority
Delegations of Authority, subject to the following essential
 

has been delegated in accordance with A.I.D. regulations and
terms and covenants and major conditions, together with such

other terms and conditions 
as A.I.D. may deem appropriate:
 
I. Interest Rate and Terms of
RAIL 
 I-

The Borrower shall repay the Loan to A.I.D. in United
States Dollars within twenty (20) years from the date
of first disbursement of the Loan, including a grace
period of not to exceed ten 
(10) years. 
The Borrower
shall pay to A.I.D. in United States Dollars interest
from the date of first disbursement of the Loan at the

rate of (a) two percent
ten (10) years, and 

(2%) per a:,num during the first

thereafter, (b) three percent (3%) per annum
on the outstanding disbursed balance of the
 
Loan and on any due and unpaid interest accrued thereon.
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II. 	 Source and Origin of Goods and Services
 

Except for ocean shipping, goods and services financed
 
by A.I.D. under the Project shall have their source and
 
origin in countries which are members of the Central
 
American Common Market or in countries included in
 
A.I.D. Geographic Code 941, except as A.I.D. may other­
wise agree in writing. Ocean shipping financed by

A.I.D. under the Project shall be procured in countries
 
which are members of the Central American Common Market
 
or in the United States.
 

III. 	Conditions Precedent to Initial Disbursement
 

Prior to any disbursement, or the issuance of any

commitment documents under the Project Agreement, the
 
Borrower shall furnish to A.I.D., in form and substance
 
satisfactory to A.I.D.:
 

(a) 	Evidence that an Interagency Coordinating Committee,

composed of representatives of the Ministry of the
 
Presidency, the National Planning Office and the
 
Ministry of Finance, as well as the participating

implementing agencies, has been formally established;

and that a Project Coordination and Administration
 
Unit has been created and staffed;
 

(b) 	An implementation plan and estimated budgets for
 
all Loan-financed activities; and
 

(c) 	Copies of signed interagency agreements which
 
define proposed work plans and operating procedures

of participating Ministries and implementing
 
agencies.
 

IV. 	Conditions Precedent to Disbursement for Small Industry
 
Component
 

Prior to any disbursement, or the issuance of any

commitment documents under the Project Agreement

for financing credit for small industries the Borrower
 
shall, except as otherwise agreed in writing by A.I.D.,

furnish to A.I.D., in form and substance satisfactory
 
to A.I.D.:
 

(a) 	A copy of its small industry sub-lending regula­
tions, including sub-project and sub-borrower
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for training small industrialists;
 

(b) Evidence that the Ministry of Economy's Small
Industry and Artisan Department has hired and
trained sufficient field staff to respond to the
projected technical assistance requirements of
small industrialists; 
 and
 
(c) Evidence that the Borrower has established a
Productive Credit Guaranty Project or similar
credit guaranty fund mechanism acceptable to
A.I.D., which contains adequate contingent re­serves to cover potential losses on sub-loans made
under the Project.
 

V. 
 Condition Precedent to Sub-Lending for Worker-Owned and
Operated Firms
 
Prior to any disbursement or the issuance of any commitment
documents under the Project Agreement, for financing
credit for Worker-Owned and Operated Firms, the Borrower
will furnish, in form and substance satisfactory to
A.I.D., evidence that adequate managerial talent has
been obtained and that each project to be financed is
financially, technically, and economically feasible.
 

VI. Covenants
 

The Borrower shall covenant:
 

(a) to maintain the level of the Small Industry credit
portfolio at no less than $11,400,000 during a
period of at least five years after the end of the
Project;
 

(b) to provide no less than $3.3 million of its counterpart
contribution to the Project for sub-lending to
small industries;
 

(c) to utilize repayments of principal from A.I.D.
funded sub-loans only for those purposes for which
A.I.D. Loan funds are authorized; and
 
(d) to carry out, with Loan funds, prior to the end of
the second year after the first disbursement under
 



UNCLASSIFIED
 
-4 -


ANNEX I-D 
Page 4 of 4 

the Loan, an interest rate study to analyze the
long-range political, social, and economic con­sequences of lending to small businesses at sub­
sidized rates.
 

Assistant Administrator
Bureau for 	Latin America and the 

Caribbean 

Date
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GUARANTY AUTHORIZATION
 

Provided from: 
 Housing Guaranty Authority
 

Borrower: 
 Costa Rica 

Pursuant to the authority vested in the Assistant Administrator,
Bureau for Latin America, by the Foreign Assistant Act of 1961, as
amended (FAA), and the delegations of authority issued thereunder,
I hereby authorize the issuance of guaranties pursuant to Section 222
of the FAA of not to exceed eleven million four hundred thousand
dollars ($11,400,000) in face amount, assuring against losses of not
to exceed one hundred percentum (100%) of loan investment and interest
with respect to loans by eligible U.S. investors acceptable to A.I.D.
made to finance housing projects in Costa Rica.
 

This guaranty shall be subject to the following terms and conditions: 

1. Term of Guaranty: 
The loan shall extend for a period of up
to thirty years (30) from the date of disbursement of the first in­stallment of the loan, including a grace period on the repayment
of principal not to exceed ten (10) years. 
The guaranty of the loan
shall extend for a period beginning with the first disbursement of
the loan and shall continue until such time as the Investor has been
paid in full pursuant to the terms of the loan.
 

2. Interest Rate: 
 The rate of interest payable to the Investor
pursuant to the loan shall not exceed the allowable rate of interest
prescribed pursuant to Section 223 (f)of the FAA and shall be consistent
with rates of interest generally available for similar types of loans.
 

3. Government of Costa Rica Guaranty: 
The Govcrnment of Costa Rica
shall provide for a full faith and credit guaranty to A.I.D. in United
States dollars assuring against any and all losses tn A.I.D. by virtue
of A.I.D.'s guaranty to the Investor or from non-payment of the
 
guaranty fee.
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4. Fee: 
 The fee of the United States shall be payable in

dollars and shall be one-half of one percentum ( Z) per annum of
the outstanding guarantied amount of the loan plus the fixed amountof $114,000 to be paid as A.I.D. may determine upon disbursement 
of the loan.
 

5. 
Other Terms and Conditions: The guaranty shall be subject

to such other terms and conditions as A.I.D. may deem necessary.
 

Assistant Administrator
 
Latin America and Caribbean Bureau
 

Date 
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Narrative Sumuary 

OAL Increase income 
and improve quality of 
life of San Jose's 
urban poor. 

Objectively Verifiable Indicators 

64% increase over current income 
levels in the earnings of 8,000 
families receiving assistance 
in finding employment, 

Means of Verification 

Project evaluation; special
tabulation and comparison 
of baseline data with 1973 
census data. 

Important Assumptions 

General state of the 
economy remains healthy. 

Approximately 13,000 families 
benefitted by housing and com­
munity infrastructure. 

Inplementing agency records 

UNCLASSIFIED
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Narrative Sumary Objectively Verifiable Indicators Means of 	Verification Important Assumptions 
PURPOSE: Institutionalize 1. Outreach program established Project evaluations; 1. Quality of servicesa coordinated Goverrgmint- capable of identifying 5,000 implementing agency records. does not deteriorate.supported system for re- families, 400 businesses,ducing the incidence as 3000 workers for training and Results of management 2. Market for exportwell as the effects of placement in new jobs, and of consultant team study products remains strong.urban poverty, 	 producing low income housing of 	WOOF operations.

solutions at a rate of ap- 3. 	 Suitable contractor foundproximately 2000 per year. 
 for providing T.A. to
 

2. Referral systems in opera-	 WOOFs. 
tion for families needing
 
assistance in finding housing 
and social services, and 
workers seeking employment. 

3. 	 Service delivery system
established capable of train­
ing and placing approximately 
3000 workers per year and 
producing low income housing
solutions at a rate of 2000
 
per year. 

4. 	 Feasibility of GOCR system 
for developing WOOFs determined.
 

5. 	 Small industry credit portfolio

of national banking system

level of at least $11.4 million
 
by end of project.
 

UNCLASSIFIED 
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OUTPUTS: 
1. Employment 

2. Hbusing 

3. GOCR 	 system fop 
planning, coor-

dination and 
evalurating s.-
vice 	delivery. 


Verifiable Indicators 

l.a. 	80(0 workers placed in jobs
b. 3000 	workers trained prior to placement 
c. 3000 	workers trained on the job 
d. 	 970 small industies receiving credit anftechnical assistance 
e. $5.8 	million in loans to small industrief. 3500 	 jobs created in small 	industries g. 800 	 owners/managers of small industries 

trained in business skills 
h. 3 	 worker-owned firs initiatedi. 120 workersj. $1.0 	 millionowning/operatingin loans 	to WOOFsfirEt 

2.a. 	 Valorization Office and Site Legal-
ization 
Process established. 
b. 	 1000 sites and services with sanitary 


core units 

c. 1000 	sites and services with shell houses 

d. 3000 	home improvement loans.
e . 500 sites legalized 
f. 	 $6.0 million community infrastructure 


built 

3.a. 	 Program planning, coordinating and 

monitoring system established,
b. Project evaluation system designed.c. Special evaluation studies completed.
d. [blicy studies completed for housing,


employment, small 	industry credit. 
e. Plans for expansion of project to
 

secondary cities completed.
 

Means 	of Verification 

Project 	reports 

Borrower reports 


Disbursement records 

National Banking Systeu
records 

Evaluation reports 

Municipal records 

Annual 	 implementation 
plans
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T tant Assumptions
 

New production possibi-N rtie n poesist 
for small industries. 

Banking System reforms,

including Guarantee 
Fund,
adopted 	by SBN, success­
ful in in6reasing effec­
tive 	demand for small
business loans.
 
able

Urbanto 	participatepoor willing and

in 

varied aspects of pro­
grams--e.g., willing to 
borrow oney 	for housing
and usei. Employment Ser 
vice.
 

Rate 	of inflation stays
 

within range projected
in PP. 

UNCLASSIFIED
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Naryative Summary Objectively Verifiable Indicators Means of Verification Imxportant Assumptions 

INPUTS ($ Million) 

AID/DL AID/HIG GOCR TOTAL 
- Technical Assistance 1,703 _ - 1,703 - Loan Agreement Authorization of local 
- Equipment/Materials 506.5 - - 506.5 - Disbursement records funds 

- Vehicles 

Training 

157 

67.5 

-

-

-

-

157 

67.5 

- Borrowers reports 

- RHUDO project monitor-

land for housing con­struction can be pro­cured within price 
convenient for pogmam. 

- Surveys 30 - 60 90 

- Credit 3,000 11,400 7,480 o'1,880 

- Office Expansion/ 
Construction 16 - - 16 

- Operating/Personnel - - 3,700 3,700 

- Subsidies - 150 150 

- Publications 20 - - 20 

5,500 11,400 11,390 28,290 

UNCLASSIFIED 



utahASSIr
 

;. .AN -IIB
" " Department of StLaGRA 
".. " StateTELEG° A
 

AMERICAN EMBASSY SAN JOSE
 

ACTION: ENGNR (HIG) UNCLASSIFIED .
 
INFO:
 
CHARGE 

CHRON
 
RF 9 .d %* . 
6 
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FM SECSTATE WASHDC
 
TO AMEMBASSY SAN JOSE 1069
 
BT
 
UNCLAS STATE 142801
 

AIDAC 

E-0O* I 1652*N./A 7 *, 

TAGS: 

SUBJECT:URBAN ENVIRONMENT PROJECT (LOAN/HIG) 

I. PER PREVIOUS DISCUSSIONS WITH MISSION, THE FOLLOWING 
PROVIDES SUPPLEMENTAL GUIDANCE ON THE DEVELOPMENT OF THE
 
SUBJECT PROJECT. AS MISSION
 
IS AWARE, INTENSIVE REVIEW OF PROJECT WAS APPROVED THOUGH 
THE EMPLOYMENT GENERATION COMPONENT OF THE PROJECT WILL
 
REQUIRE AN INTERIM REPORT. THE LEVEL OF DEVELOPMENT LOAN
 
FUNDING WAS REDUCED FROM DOLS. 6.5 MILLION TO DOLS. 3.5
 
MILLION, WITH A LIMIT OF APPROXIMATELY DOLS. 2.0 MILLION 
FOR THE INDUSTRIAL LOAN FUND. THE I{IG COMPONJENT WAS
 
APPROVED FOR DOLS. 9.3 MILLION. SPECIFIC GUIDANCE FOR
 
INTENSIVE REVIEW FOLLOWS:
 

2. INTERIM REPORT. THE' ECONOMIC FEASIBILITY OF THE EM-
PLOYMENT GENERATION COMPONENT OF THE PROJECT AND THE
 
GOCR'S INSTITUTIONAL CAPACITY TO CARRY OUT THE PROJECT WERE
 
BOTH QUESTIONED. THE FOLLOWING POINTS SHOULD BE ANALYZED
 
AND THE MISSION'S FINDINGS INCLUDED IN THE INTERIM REPORT,
 

-----A. COST EFFECTIVENESS. THE NATURE AND DEGREE OF THE
 
UNDEREMPLOYMENT AND IR UNEMPLOYMENT IN THE "TUGURIOS"
 
SHOQGD BE IDENTIFIEDP AND ALTERNATIVE STRATEGIES FOR RE-
SOLVING EMPLOYMENT CONSTRAINTS SHOULD BE EXAMINED. SPECI-

FICALLY, THE MISSION SHOULD ANALYZE WHETHER A CAPITAL TRANS-

TINCr, T I*TV n 
CIassificu:lionFORM s 12 
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FER WOULD BE THE MOST EFFECTIVE MEANS TO MARGINALLY RAISE UNCaASSII
INCOMES ABOVE THE POVERTY LINE OR IF A TRAINING PROGRAa
AIMED AT THE TARGET GROUP WOULD HAVE A SIMILAR IMPACT ON ANNEX Il-BUNEMPLOYMENT AT-LESS COST. Page 2 of 
-°---5. PROJECTSTRATEGY. THE MISSION SHOULD EXAMINE THE
 
PROJECTED DISTRIBUTION OF CREDIT BETWEEN MANUFACTURERS FOR
EXPORT AND DOMESTIC MARKETS AND ANALYZE THE IMPACT OF THIS
 
DISTRIBUTION'ON EMPLOYMENT, INCOME, FOREIGN EXCHANGE
 
EARNINGS , ETC.
 

.m-mC, EXPORT VIABILITY. IF EXPORTS WILL PLAY A MAJOR
 
ROLE IN THIS PROJECT, THE INTERIM REPORT SHOULD PRESENT

EVIDENCE THAT EXPORT MARKETS EXIST IN WHICH COSTA RICA HAS
A COMPARATIVE ADVANTAGE, AND EXPLORE POSSIBLE INCENTIVES

WHICH WILL ENCOURAGE ENTREPRENEURS TO TAKE ADVANTAGE OF
 
THESE PROFITABLE MARKETS. 
 THE MISSION SHOULD ILLUSTRATE
 
THREE SPECIFIC EXPORT EXAMPLES IN THE lNTERIM REPORTS; E.G.,

CARRY OUT THE STEPS OF MARKET :DENTIFICATION, PRODUCTION,

CONTRACTING, ETC., FOR THREE SPECIFIC PRODUCTS, DEMONSTRATE 
HOW AN ENTREPRENEUR COULD CAPITALIZE ON THESE NEW MARKETS,

AND PROJECT HOW THIS ADDED CAPITAL INVESTMENT.WOULD CREATE
 
JOBS FOR TPE TARGET GROUP.
 

..- D. ALTERNATIVE SOURCES OF CREDIT. THE DAEC QUESTION-
ED THE NEED OF- AID FINANCING A LARGE INDUSTRIAL CREDIT FUND,

AS THERE ARE CURRENTLY DOVQSTIC SOURCES.FOR INDUSTRIAL

CREDIT, AND REDUCED THE AMOUNT OF TIE FUND TO DOLS. 2.0
 
MILLION. THE MISSION 
 STILL SHOULD JUSTIFY THE 
NEED FOR THIS REDUCED FUNDING.
 

----- E. INSTITUTIONAL ANALYSIS. THE INTERIM REPORT SHOULD

CONTAIN A TECHNICAL ANALYSIS OF THE ORGANIZATIONS THAT WILL

BE PARTICIPATING IN THIS PROJECT. THE ANALYSIS SHOULD

ADDRESS THE PERFORMANCE TO DATE OF THESE INSTITUTIONS, WHAT

NEW RESPONSIBILITIES THIS PROJECT WILL ADD TO THEIR WORK

LOAD, AND THE INSTITUTIONAL CAPACITY OF THESE AGENCIES 
 TO 
CARRY OUT THIS PROJECT. 

3. URBAN PLANNING. THIS PROJECT;-MAY PROVIDE THE MISSION

WITH AN OPPORTUNITY TO INFLUENCE'SHORT AND LONG RANGE URBAN

PLANNING FOR METROPOLITAN SAM JOSE. THE INTENSIVE 
 REVIEW
SHOULD PAY PARTICULAR ATTENTION TO AID'S ROLE IN THE FORMU-

LATION OF PLANS AND POLICIES THAT WILL BE REQUIRED TO CARRY
.OUT THIS PROJECT, AS WELL AS THOSE PLANS AND POLICIES WHICH

CAN LEAD TO SHORT AND LONG RANGE URBAN GROWTH.
 

4. HOUSING AND COMMUNITY INFRASTRUCTURE. THE DAEC QUES-
TIONED THE MISSION'S ASSUMPTION THAT A DEMAND EXISTS FOR 
LOW COST HOUSING SOLUTIONS AND INFRASTRUCTURE IMPROVEMENT.
THE PP SHOULD CLEARLY DEMONSTRATE THE DEMAND FOR THESE
ACTIVITIES IN THE TARGET AREAS. THE LAND TENURE SITUATION
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IN THE "TUGURIOS" IS ALSO UNCLEAR AND COULD HAVE AN ADVERSE
IMPACT ON THE VIABILITY OF THE HOUSING AND INFRASTRUCTURE
PROGRAMS. 
 DURING THE INTENSIVE REVIEW,0 THE MISSION
SHOULD ANALYZE THE EXTENT OF LAND OWNERSHIP IN THE
"TUGURIOS" AND USE ITS FINDINGS TO POSSIBLY MODIFY THE
PROJECT'S SCOPE AND FUNDING LEVELS,
 
5. 
COMMUNITY ORGANIZATIONS. 
 THE 	PP SHOULD EVALUATE THE
INSTITUTIONAL CAPACITY OF THE EXISTING NEIGHBORHOOD ORGANI-
ZATIONS IN THE TARGET "TUGURIOS" TO ACT AS BORROWING
AGENTS. 
 THE MISSION SHOULD ALSO EXAMINE WHETHER THE T.A.
FUNDED UNDER THIS PROJECT OR FROM OTHER SOURCES WILL BE
ADEQUATE TO 	 IMPROVE THE ADMINISTRATIVE, CAPABILITY'ING NEIGLIBORHOOD GROUPS AND ASSIST IN 

OF EXIST-
THE ORGANIZATION OFNEW 	ONES.
 

PROJECT DEVELOPMENT.
6. 
TWO-HUNDRED THOUSAND DOLS. IN
TECHNICAL SUPPORT FUNDS WILL BE MADE AVAILABLE FOR THE
SECTOR ASSESSMENT AND PRE-PROJECT DEVELOPMEN$.
 

7. 	 ENVIRONMENTAL IMPACT. BASED ON A REVIEW OF 	 THE MIS-SION'S INITIAL ENVIRONMENTAL EXAMINATIONs THE ASSISTANT
ADMINISTRATOR HAS REACHED A THRESHOLD DECISION INDI-
CATING A NEGATIVE DETERMINATION. 
 VANCE.
 
BT
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Page 1 of 5=A: Hbemo do crsos, paz"ticlpantes v evouadon 

do accionee i paztidas on al Area t.etropo ­
litana do San Jose, 
 sevCn especaldad du­
rante 1977 y pr'!-ez- semestre de 1979.
 

ETCIALIDAD 

cwusoz 
i177 

Partici-
pantes 

Egresa-
dos 

# 
1" sevrestre 1978.* 

cursos Pa'ticl- Egresa­
pantes dos 

T 0 T A L 

Adinistracifn do oflcinas 
Afinado do motorts 
A1aflterla 
.AnglisIs financiero 
AnAlsis ocupacional
Banco b~sico y cepilo 
fl-omas diesel 
iculo para maestro de obra 

Cajeras 
Camarera de hotel 
Carpinteria 
Camarera do hotel (form. ins.)
Cocina 
Contabilidad bdsica 
Contabilidad b4sica y prlnc. costos 
Control do calidad 
Corte y confeccl6n 
Costi. a Lidustrial 
Decoraci6n escaparates 
EManisteria (trabajadca-alummo)
Ebanisteria (rehabilltacl6n) 
Electricidad del autom6'vil 
Electrlcidad 
Electric. instalador viviendam 
Electricidad automotm.iz 
Electricidad industrial b4sica 
Elect: cidad instalac. eldtricam 
Est nac16n costos mav. tirra 
Est dio metodos 
Foz,aci6n Instructores 
rorm. instruct. pre-vocacional 
Form. Instruct. refr'eiractn 
Formac16n Integral p/supervsli6n 
Gestldn gerencial 
HIdrdulica industrial 
Instrwentos de medileln 
Interpretacifn plamos do construc. 
Imp. form. y desarrollo del perso­
na1 del Sistema Bancazrio 
Ingliis (cam..-'rm) 
Ingl6a (salonozm) 
Invest. bibliog. m/pobl. aprondIzaje 

303 

± 
2 
5 
2 
1 
3 
1 
2 
1 
9 
1 
I 
I 
2. 
2 
1 

17 
8" 
1 
10 
1 
1 

10 
1 
1 
2 
2 
1 
1 
2 
1 
I 
12 
2 
1 
1 
3 

1 
1 
1 
1 

4.626 

13 
23 

119 
33 

8 
43 
8 

39 
20 
96 
11 
I 

12 
49 
31 
16 
283 
142 
18 

126 
11 
14 

111 
10 
10 
13 
29 
13 
14 
56 
15 
a 

179 
39 
18 
6 

56 

14 
15 
14 
19 

3.977 

13 
14 
67 
28 

8 
39 
6 

10 
11 
92 
11 

I 
a 

39 
31 
16 

212 
90 
11 

108 
10 
11 

106 
10 
10 
7 

24 
7 
14 
47 
14 

S 
149 
39 
18 
4 

44 

14 
10 

6 
19 

217 

1 

1 
I 

1 

1 
1 
1 
1 

3 
1 
3 

10 
9 
2 
5 
2 

5 
3 
1 

1 

1 

6 

10 

3.391 

12 

17 
18 

13 

22 
20 
14 
15 

66 
30 
49 

214 
155 
40 
52 
26 

60 
41 
15 

15 

21 

92 

129 

3.194 

9 

16 
17 

13 

21 
19 
10 
14 

64 
29 
47 

210 
148 
37 
50 
24 

56 
38 
13 

14 

17 

90 

125 
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PA~R!%IPAJ01TS 
!"WPEC.ALIDAD 1977 10 somesut 1979 

curson Pa.tic~l- rresa- # curson Partici- g-.esa 
,antes os .antes dos 

Lerislacifn y adinist. aduanal 
Lu)ricaci.n
CuLtvaOr do m11z 

1 
3 
1 

20 
29 
14 

20 
29 
14 

3 45 43 

MintenLmiLe'nto maq. pesada 2 28 28 
.fs-cadoteenla 
lfecAnica b4sica p/conduatozes 
Metodologia do la enseflanza 

7 
5 
1 

137 
68 
26 

113 
65 
26 

2 
3 
1 

37 
46 
is 

35 
4S 
12 

ftvimento do tierr'a y equ!po 2 47 40 
"atodologla de Is invest. cientiflca 
Org. del mant. de la emresa 

24 
2 

429 
25 

385 
8 

6 15 112 

Organlzadl6n do bodegas 
Operaci6n planta OP 
Operaci6n y mant. maquinaria posada
Oleohidr'ullca b4sica 

4 
1 
3 
1 

60 
9 

44 
18 

43 
9 

414 
13 

Princinro do adm.Inistraci6n 1 221 18 
Procesc manufactura 1 6 6 

it 
" 

(maq. H) 
(soldad.) 

2 
2 

13 
13 

13 
13 

Rep. artefactos electrodomticos 14 59 43 1 15 14 
Relaciones humanas 13 221 221 14 273 267. 
Reclinale tic. pedag6gico
Refrigeraci6n y aire acondicionado 

1 
6 

31 
78 

31 
68 3 36 34 

PRparacl6n motoes diesel 1 14 12 
Recepci6n I 

" nival bfisco I (form. 
Redes elfctricas 

Jmst) 
3 
1 
2 

36 
1 

14 

32 
I 
14 

1 15 10 

if RH 2 14 14 
MAnica agricola 13 157 149 9 129 11S 

" automotr. 18 212 187 5 60 55 

I 
Semina 

estructuras me1t-41caa 
general 

io relaciones humanas 

9 
17 
1 

122 
201 
29 

110 
179 
29 

7 87 80 

Sastrueria 3 43 36 2 30 29 
Seip. salud y cont-aminaacin amblental 1 188 188 
Selecclan do personal 1 20 19 
Sem. tecnologia y salud 
Sam. detez'inacion neces. de fozraci6n 

1 
I 

146 
15 

46 
15 

Saldadura elctrica al arco 2 21 20 3 37 35 
Soldaduas es.eciales 1 9 9 3 46 43 
Soldaduwa oxiacatilinica 2 21 21 9 123 111 
Salonero 1 21 17 1 10 9 
Salonezo nivel bdidco (form. Inst.) 
S.m. planific. y desar'ollo recu'sos 

1 2 2 

humanos 1 19 19 
Sinario diagn6stlco global 1 17 17 

educ. sindtcal- fo ' 
Swvl€co bar, y restaurante 
Supervisor,do ventas 
Vendodo do mostador 

. prof. 2 
2 
2 
2 

314 
26 
32 
39 

33 
20 
24 
35 

1 
1 
2 

$ 
20 
35 

8 
18 
33 
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Vendedor d.rect'o 
Tapicera I 

f II 
Est'ructu-as metllcas 
Asist. elect. general 
Zlectr6nica general
M.otore-s diesel 
Tozrno b~sico 
Tfazado est 'uctwaas metLUcas 
Administtador do bodegas 
Administrador do per-sonal 
Ad-ninistrado, general 
AnAlisis puestos de trabajo
Dfrecc!6n do Dersonal 
Desarrollo administraci6n b~slca 
Gesti6n .erencial pequefla emprega 
Afilado de slerrsa3 
Plomeria 
Acabado de madez'aa 
Talla madera 
Soldaduza general 
T~cnicas selecci6n do personal 
Metodologla aplicada 
Organizacl6n do la producci6n 
Organizac!fn del mantenimi,ento 
Seminario di seusibii-acia 
Tlcnicas programas do producci6n 
Conservactfn do alimentos 
Culdador,do ponedoras 
Bistco para tornerou 
Encendido do alta snezgia 
Nec&4.ica mantenimiento maq. planas CI 
Secretaria recepcionlsta 
Sezvotz'ansmisl6n 
Tcnlcas mocanorfimas 
Thcnlco .anejo do compras 
AuxclJUw do -aaollneras 
Ilecanografla Mslca 
Mec. p/maq. familiar, bmuico 
Gula congreso COTAL 
Salonero baran 
DIbujo tficnico parea -abaatas 
Redaccl6ntfcnica 

cursos 

2 
3 
1 

1977 

Pa, icl-
pantes 

43 
46 
13 

PA M-CZPA'JTS 

1" se1est91.78* 

Zrozsa- 4 cusos Patici- !rn'esa­
dos pantog dos 

38 
30 1 15 1410 

5 61 56 
1 13 12 
3 27 251 21 9 
1 11 9 
2 22 21 
2 26 25 
3 17 46 
1 17 16 
1 30 29 
1 15 13 
1 20 19 
2 27 44 
1 7 14 
1 17 25 
2 26 25 
3 27 2 
2 27 _26 
1 35 33 
1 15 13 
2 27 15 
1 16 15 
1 15 14 
1 15 14 
6 111 107 
2 "3 32 
2 34 3 
2 18 3a 
2 i0 29 
1 20 18 
1 20 18 
1 12 10 
1 1 12 
1 20 18 
2 22 21 
1 2s 14 
1 21 21 
1 15 65 
1 10 9 
2 30 291 20 19 

*Cfras *-wImadn 
rnIz Eaadlst caa Internas del M)A, 1977-1978 
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INSTITUTO NACIO,AL DE APRENDIZAJE
 

NODE CURSOS Y PARTICIPANTES PREVISTOS PARA 1978
 

SEGUN RAMAS PROFESIONALES
 

RAMAS PRO-
 N- de Partici-

N- de Partici-FESIONALES 
 cursos pantes 
 Cursos pantes
 

TOTAL 
 2.298* 62.696 
 100.0 100.0
 

Agropecuar.o 
 404 6.682 17.6 10.7-
Pesca y navegaci6n 
 8 120 0.4 
 0.2
Metal-mecghica 
 195 2.667 8.2 
 4.1

Electricidad y
eleFtronica 
 61 835 2.7 
 1.3
Madera 
 49 781 2.1 1.2
Quimica 
 3 45 0.1 0.1Textil 
 3 45 0.1 0.1Cuero y Piel 
 6 .90 0.3 0.1
Confe:ci6n 
 41 655 1.8 1.0A! im- tac i6n 6 90 0.3 0.1Fri. Artificial 10 130 0.5 
 0.2
Dibujo 
 2 
 30 0.1 0.1
 

Construcci6n y-­
obras-civiles 
 69 609 3.0 
 1.0
Artesanfa Arttstica 
 94 2,327 4.1 3.7Hoteleria y turismo 
 56 737 2.4 1.2
Transporte terrestre 877 39,504 38.3 
 63.1
Peluquerla 
 2 24 0.1 0.1"
Economfa-administrativa 
 42 690 1.8 
 1.1
Comercialfzaci6n 
 24 440 1.0 
 0.7
 

Transmisi6n de conoci­
mientos 
 31 465 tL4 
 0.7


Directores, administra­
tivos y mandos medios 
 -73 1.164 3.2 1.9Extensi6n social 
 230 4.336 10.0 
 6.9
Otros 
 12 230 0.5 o.4
 

* Inclufdos 10 cursos que se iniciaron en 1977 y final izan en 1978.
 

FUENTE: Departamento de Planificaci6n, INA
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Progama de Adiestramdento 

Barrios Marginales 

Agencia Ejecutora: Instituto Nacional de Aprendizaje (INA) 

Participantes 

I. 	 Cursos de Habilitaci6n 
(for beginning workers) 

Albafiileria 
Auxiliar Mecanica Autonmtriz 

Carpinteria 
Costura Industrial 
Ebanister'a Bisica 
Mantenidiento Miquina de 

Costura Industrial 
Mecanografla Bsica 
Soldadura General 
Tapiceria 


II. Cursos de Habilitaci6n 
(for workers with some 
experience) 

Hotelerla 
Mec~aica Aut. (varios) 

Ebanista 

III. 	 Cursos de Rehabilitacion 

T&IALIS: 

180 

180 

180 

660 

216 


80 

216 

120 

240 


(2072)
 

300 

270 


58 

(628) 

300 


3,000 


Duraci6n N° de 
Curso Cursos 
(horas)_ 

900 12
 
560 9
 
900 12
 
200 33
 
350 12
 

140 4
 
120 12
 
400 6
 
300 12
 

100 15
 
80 18
 

220 3
 

200 15
 

163
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LNSTflTr0NAL CAPABILITIES OFfLEN7N AGECIES 

A) 	 IMAS 

IMAS was established in 1971 with the objective of respond­ing 	to the problem of acute poverty in Costa Rica by integating themargnal population as quickly and effectively as possible into thecountry' s socio-econonc mainstream. 

gories: The activities of IMAS are 	divided into three general cate­

(i) 	 Social Assistance: The 	agency provides food, clothing,and 	financial aid to those requiring immediate assistance.figures place the number of beneficiaries 	 ImAS 
progrms at 45,494, 	

of these social assistancewith a total expenditue exceeding $1 million
annually.
 

(Wi) Social Promotion: Sccial workers in poor areastugurios provide family counseling, 	 andassist in the rehabilitation ofalcoholics, and 	sponsor a limited number of job preparation seminars. 
(iii) Housing: 1IAS has maintained a program of new hous­ing and improvement of existing sti.ucturesing the period of January-March 1977, 

in marginal barrios. r­
205 	 97 units were completed andwere under construction. With funds from Asignaciones Familiares,IMAS is also constructing homesthe 	country. Under the new 

for the elderly in various parts ofGOCR Administr-ation, IMAS 	 l'ousing activ­ities will be disr -ntinued. 

ThroughI3MAS 	 its five centers in the Metropolitan Area "has nearly completed coverage of the target population.representati-es maintain direct contact 
Its
 

with the poor by visiting
them 	in their homes. IMAS programs given high priority in Govern­ment circles, 	
are 

and 	the tgios poor are generally familiar with andtend to seek oui IMAS assistance. 

The functions being carried out by IMAS,sary, are of a 	 while neces­social welfare nature; they 	respond to effects ratherthan causes of poverty.
al groups 

Its work in the area of incorporating margin­into the nation's social and economic maintream haslimited. While 	 beena few occupational ser 	nars have been held, r real 
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job preparation has been conducted, and links with the National Em­
ployment Service or other employment and trining agencies have been 
weak. 

IMAS's major responsibility under the Project will be 
to serve as an outreach agency to families within the marginal popu­
lation. Formal links will be established between this agency and 
the Ministry of Labor's Employment Service for interviewing and 
placement of workers, as well as with INA. for the admnistration of 
subsidies to INA trainees. 

The Institute has a staff of 55 in the San Jose Metro­
politan Area. To meet these Project responsibilities IMAS will re­
ceive loan assistance for the purchase of vehicles, office furniture 
and equipment, and a staff increase of 15 professionals and related 
overhead will be financed by GOCR counterpart. With a current annual 
caseload of about 30,000 contacts in the Metropolitan Area, the 
identification of less than 3,000 job prospects each year will be a 
minor task. 

B) MOL - Employment Service 

The Employment Service of the Ministry of Labor will have 
responsibility for identification of job opportun-ities, selection of 
candidates for vacant positions, and recomending appropriate train­
ing. In addition, the Service is charged with the administration 
and supervision of an on-the-job training program with cooperating
private businesses. The Service is felt to be understaffed, but 
currently functions with efficiency. In 1977 it was able to fill
4,850 of the 5,900 job vacancies which were brought to its attention. 
The more exacting task of placing specifically chosen unemployed,.
while simultaneously performing its conventional tasks, will re­
quire new resources and the following organizational changes: 

- Reclassification and upgrading of existing positions
and the creation of new positions for job identifica­
tion and placement activities. 

- The conduct of business establishment surveys to deter­
mine actual and projected job vacancies. 
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- Establishment of a psychological and aptitudinal test­ing department for job applicants. This is particul-alyimportant given the anticipated high percentage of handi­capped and deprived applicants from the target group. 
Establishment of a coordination unit to deal with INA,special taining schools for the handicapped, and othertraining institutions. 
Decisions regarding the allocation of training fundsprovided under the. Project will require the joint ac­tions of the Ministry of Labor and MhA. 
C-eation of "outreach" job placement units in the 5metro offices of IMAS and establishing a coordinationsystem with that agency. 
Expansion of its on-the-job training system to handleapproximately 1,000 trainees yearly (approximately twiceits current volume). 

To administer the on-the-job training program for 1000 workersyearly and carry out the placement of up to 3,000 workers each Projectyear the MDL will receive T.A., training, and commdities under theLoan plus counterpart in new budget from the GOCR for staff incrementsand operating expenses. 

C) INA 

IA was created in 1965 as a semi-autonomouspurpose was agency whoseto provide apprenticeship and other vocational training
for the private and public sectors.
treined During the 1965-1974 period INAover 39,000 people ii: manufacturing, electricity,tion, agriculture, transport, construc­and comercial skills.students received training in scme 
In 1977 19,15250 different fields in INA's nineeducational centers. INA conducts five types of programs: 

(i) APprenticeship Program: A three-year program for students15-20 years of age with alternating periods of classroom and factorywork. Employment upon graduation is assured in the plant whereon-the-job portion of the training has been carried out. 
the 

are The coursesfree to the students. 

(ii) Minimal Skills: Short courses for unskilled and un­employed youths and adults to prepare them for an occupation in demandin the economy. The tzining period varies in duration from 1 tomonths according to the occupation. 
6 
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(iii) Skills Upgra 
 A series of courses provided to
people who are already employed, but who need to raise their skilllevel to improve performance or obtain a promotion within the sameoccupational category.
 

(iv) Rehabilitation: Thsining for the handicapped. 
(v) Social Extension Program: Largely courses for women
 

on household arts such as sewing.
 
INA also has recently begun training workers of small enter­

prises in management, accounting,* and entrepreneurial skills. 
INA's professional and administrative/executive staff level
is almost 500 persons. 
 The bulk of INA's income is derived from a
1%payroll tax on industria1 and commerciaj. establishments; thereare occasional Central Government subsidies.
 

MNA will be responsible for training about 3,0O
workers participating in of the
 
industrialists 

the Project as well as training 800 small
-inmnagnt and accounting prectices. The train­ing of almost 1,000 additional workers per year plus conducting 40management courses for small businessmen will not constitute a sig­nificant addition to iNA's present workload. Counterpart funds willbe needed for financing the operational costs of training, and Loan
funds will be used for the purchase of training equipment.
 

D) MEIC
 

The MEIC's Department of Small Industry and Artisanry
(DGATPIA) has been in existence for approximately two years.
provides assistance to small industry as 
It 

requested on specific tech­nical and administrative problems, and in the preparation of feasibi­lity studies and loan applications. While its role has in the pastbeen passive, responding only to specific requests by small industry,it has recently established liaison with banking institutions andsmall industry associations attempting to facilitate the flow of
credits to this sector. 
The DGATPIA also processes requests for im­port tax exemptions, and performs regulatory functions for small in­dustry. During the first 8 months of 1977 the DGATPIA prepared loanapplications and feasibility studies for 57 small industries requiring
over $200,000 in credit; made over 350 industry site visits and con-
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sultaticns; prepared 8 feasibility studies for new product lines; andpublished 4 manuals for small entrepreneurs on accounting, export­
import regulations, and management. 

For this Project DGATIA has prepared a detailed 3-year pro­gram design and budget which will result in considerable staff andbudget increments for mre intensive pramotion, technical assistance,and follow-up for small industries. Through formal agreements with
the Banking System it will assist approximately 970 small producers
in applying for credit and implementing sub-loans three-year
over aperiod. Formal linkages will also be established with such supportinstitutions as the Employment Service, INA (business management
training), and the Technological Institute 
(for more sophisticated
T.A. requirents of industry). 

To move from a caseload level of nearly 100 projects per
year to 970 in three years, plus other consultations and publications,

will require a substantial buildup of personnel and equipment, andspecialized T.A. in small business promotion. GOCR counterpart willfinance staff increments and related costs while the Loan will finance

T.A., training, and conmdities.
 

E. SBN 

The National Banking System of Costa Rica includes a numberof public and private institutions. The public financial sectorincludes the Central Bank, four state comercial banks, the NationalInsurance Institute, a state DFC (CODEA), the national savings andloan system (DECAP), a Comminity Development Bank (BPDC), the Hous­ing and Urban Institute (IVU), and an institution specializing infinancing cooperatives (INFOCOOP). Public financial institutions­accounted for 94% of all outstanding loans by conmercial banks andfinancieras as of December 31, 1976. 1/ Only public banks may ac­cept deposits and have branch offices.- Private financial institutionsinclude two foreign-owned and three local private commercial banks,one private DFC (CODESA), and 33 private financ, companies (financieras).Private banks are restricted in their sources of funds to their head 

1/ Source: Auditoria General de Bancos and Banco Central. 
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offices and credits from abroad. Private financieras my issue localcurrency bonds (Titulos valores), but this device has been rarely

used.
 

The Central Bank. The Central Bank in Costa Rica has the
normal central bank functions of currency issuance and the settingof monetary policy. Additionally it has the authority to controloperations of financieras, and to establish import controls, bothqualitative and quantitative. It influences the sectoral allocationsof credit by setting ceilings, differential interest rates, and re­discount rates. It also obtains credit lines from foreign financialinstitutions for relending through the state-owned conmercial banks.The Central Bank finances many public institutions with subsidizedcredit lines. This financing is considered to be part of its socialfunction. The public sector loan portfolio of the Central Bank is
so large that it feels constrained in increasing its rediscount
operations, even with respect to priority progrem such as assistance 
to the small industry and artisan sector. 

The Public Commercial Banks. The four nationalized banksare organized and managed as autonomus state entities with Boardsof Directors approved by the government for 8-year term. Banks areconservatively managed, non-competitive, risk minimizing institu­tions. Some specialization does exist. The Bank of Costa Rica,with 30 branches, has concentrated on industrial lending. The BancoNacional de Costa Rica, the largest with 108 branches, specializesin agricultural credit. The Banco Anglo Costarnicense,with 29branches, is asknown the comnercial bank. The Banco Crdito Agricolade Cartago, with 7 branches is the smallest. These are the banksexpected to lend to small businesses and artisans. 

Public "Financieras". Since 1971 the public coniercial bankshave been authorized to establish financieras to comete with theprivate financieras. They are empowered to pay higher rates on de­posits than private financieras, and their interest payments are tax 
exempt. 

Private Comercial Banks. These act primarily as middlemenin obtaining short-term Euro-dollar and other credit lines for afixed comnission, and handle export-import transactions. 
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Private Financieras. Although they have shifted from localcurT'ency to foreign currEcy operations, their overall volune is de­clining, dropping 23% in 1976 as compared to 1975.
 

During 1977 the SBN lent $3.56 million to the target group
of this Project, in 1,170 transactions. 
The'$5.8 million in addition­al lending Proposed under this Project can readily be handled by the
four conmercial banks given the implementation of the various reforms
in credit operations described inSection III of this Project Paper.
 

F) DIMADECO
 

The National Comunuity Developnent Office, a dependency of
the Ministry of the Interior, has been inoperation for eight years.The main function of DINADECO isto promote, train and evaluate comr­munity associations. These fall into three categories: 

(i) "Asociaciones Integrales", which are general (multi­purpose) entities; 

(ii) "Asociaciones Especificas", which have a fixed purpose,e.g. paving or lighting a 
street, and which dissolve when that ob­jective isachieved; and
 

(iii) "Comites de Desarrollo Ccmunal", which are general
purpose groupings, but which differ from Asociaciones inthat they
do not have legal status and cannot directly receive and administer
funds from the Central Government budget.
 

DDIADECO has assisted the formation and functioning of ap­proximately 1,400 such organizations (approximately 60 in the San.Jose Metropolitan Area) and trined over 50,000 of their members dur­ing the last eight years. 

Df LADECO has a staff of 279, of which 169 are field level
conmrunty organizers under the direction of 16 zonal supervisors.National budget allocations to DlNADECO have steadily increased, par­ticularly inthe 1974 to 1976 period. 
Inaddition to National Budget
resources, it is now receiving supplementary allocations from the Na­tional Family Assistance Program. 
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Under the Project, DINADEC0 will be responsible for communityorganization in the target area. DfIADECO has primarily operated inthe countryside, playing a major role in bringing the multifacetedGOCR economic and social development programs to the rural population.As the GOO is now moving to implement corresponding programs for theurban poor, DMIADECO is in the process of creating and staffing itsMetropolitan Area Zone division (ZAM). This now consists of 8 Pro­motors (total staff: 15). 

The Loan will finance technical, training,and commodity assis­tance for DDlADECO. GOCR counterpart will be used primarily for staffexpansion in the Metropolitan Area. 

G) fl1VU 

The National Housing and Urban Developnent Institute hasconstructed 20,000 houses and provided supervised credit for an ad­ditional 12,600 shelter solutions during the 1955-1977 period. INVU'shousing production in 1975, 76, and 77 has been as follows: 1,330,
3,890, 3,300 units. 
These figures include construction and sale of
housing units, credits for individual unit construction, and the
financing and sale of developed urban lots. INVU has initiated a$15 million low-cost housing project with CABEI. With 3/4 of thefinancing for rural housing, the program is about 1/3 completed anddisbursenents are ahead of schedule. 

INVU's responsibilities under this Project will be incorpo­rated into the existing INVU structure as long term continuing activ­ities, rather than as a separate program administered by a specialunit. The production of approximately 1,700 units per year requiredfcr this Project is well within the capabilihy of INVU. 

The legalization of land tenure activities falls within thepurview of the present legal staff of INVU, and does not imply ad­ditional staff or the performance of functions beyond its present
capability. 

The home improvenent loan program will require additionalstaffing for the technical review of individual loans. The technicalreview and inspection of the home improvements under constructionand of completed improvemrnts will be performed initially by a threeman staff, which depending on work flows my reach four. The 3 per­son level could process up to about 30 loans a week, or about 1,500loans a year; the 4 person level could process up to about 40 loans 
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per week or 2,500 loans a year. The rate of sub-loan approvals willprobably peak in the end of the second year or the beginning of thethird year, reflecting the lead time for promotion and informationin the target areas. 

The credit evaluation part of the home improvement progrmwill be the responsibility of the existing credit department whichalso includes social workers. 
on the additional work; 

The staff of this depa2zment will takesome additional staff for this may be needed.Sub-loan collections will also be the responsibility of the existingcollections department. 

DINADECO and IVU will relying and assisting the urban poor 
on previous experience in organiz­

shelter in implementing the 
in the self-help construction offor the Project. 2,000 site and services solutions plannedThe experience of the two agencies dates back toprojects begun in September, 1976. tw%,Site acquisition, physical design,cost estinmating, and contracting for the sites and services will be
handled by INVU. 
 The client identification,organization, community and family
and supervision of the self-help construction will be
handled by DLNADECO. INVU will adniister the mortgages and notesgenerated by this program through its portfolio management operation. 

H.G. credit supplemented by GOCR counterpart will be utilizedto finance LDVU construction and related administrationOrogram. costs fo' theDevelopmnt Loan funds will finance technical assistanceINVU in developing toits home improvement loan program. 

H) IFAM 

as a semi-autonomous
The Institute for Municipal Development was created in1970
agency responsible for extending loans to Munic­ipalities and providing them with related technical assistance.
1971 to 1976 IFAM tined Fromover 2,500 municipal officials,the municipalities with credit totalling approxinmtely $12,000,000 

and provided 
(16% of which is for the San Jose Metropolitan Area).
 

IFAM has a 
variety of income sources,from land and sales taxes. Primarily allotments
assistance from AID 

It has also received technical and capital
balance sheet reflects 

(Loans 023, 025) for its rural programs. IFAM'sa pattern of constant growth.grew Total assetsfrom $4.6 million in 1974 to $9.9 million in 1976. Current assets 
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also more than doubled during that period. Loans made increasedfrom $1.7 million in 1974, to $5.0 million projected in 1977. Thesefigures tend to demonstrate that IFAM will have no difficulty infulfilling its responsibility for channeling loans to the municipal­ities for use in commnity upgrading projects. The average of $2.0million per year in subloans to the municipalities under this Projectis well below IFAM's current rate of lending. 

IFAM will provide expertise in determining the economicfeasibility of conunity upgrading projects and in the design ofspecific improvements, where such improvements are not the responsi­bility of other agencies. It may have to contract for specific pro­fessional services on a project-by-project basis for assistance indesign and in estimating costs of construction; but this will notrepresent a problem, as IFAM has performed this technical role pre­viousl in the development of municipal projects. 

The agency also will be called upon to assist in implement­ing the cost recovery mechanism for the comnity upgrading projects.This will involve assisting the municipalities in strengthening theircollection systems. In those cases where IFAM's review of a specificsub-loan demonstrates that a municipality has a particularly weak col­lection record, IFAM will subcontract to perform collections on its 
behalf.
 

A study prepared for the Mission in August, 1977, by Morcilloand Assoc 3tes of Colombia (where valorization is widely used), con­cluded that existing legislation in Costa Rica is adequate to permitfinancing commmity improvements on a cost assessment basis. Cur­rently more than 30 projects in Metropolitan San Jose are being fi­ranced through valorization, although there is practically no use ofthe system wioth respect to improvements in the tugurios. Applyingthe system to these areas will be innovative, MIto-ug the conceptof using valorization to finance community improvements in Costa Rica
is not new. 

IFAM will set up a three-man unit within its Technical Assis­tance Division pursuant to a recommendation in the Morcillo study thatthe agency assist municipalities in administering the valorization 
system. 

A major task will be the development and implementation ofa new formula for assessing costs to the beneficiaries. The Mbrcillo 
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study found that the cost of improvements is assessed almost exclu­sively on the basis of the frontage of properties. This method,while considered acceptable for street paving or sidewalk oonstuction,does not provide an equitable
which benefit 

assessment of costs for improvementsan entire ccammzty, such as the construction of ac­cess roads or community facilities,
varies. A new 

or where the level of benefitformula can be developed based on documented experiencein counties such as Colombia on which,has for example, the Worlddone a study. The procedure will also have 
Bank 

to be modified so thatthe level of assessment is established and madebeneficiaries known to the variousbefore construction starts, with collections initiatedconcurrently with construction work.
 

IFAM's task then, 
will be twofold. It will be promotingthe extension of the existing valorization system in Costa Ricathe tugurios, while at the tosame time redefining the procedures asso­ciated with the system to provide for greater equity. With regardto the first task, IFAM's solid experienceipalities will be in dealing with the munic­a strong asset.
in explaining the system, 

in dealing with the conmmuni-cies
IFAM will haveDevelopment the support of DINADECO.Loan funds will finance short-term technical assistance
and personnel training to IFAM in support of this task, primarily
assure that IFAM has toaccess to outside expertise in the field.and counterpart HGfunds will be utilized to finance construction andrelated Project administration costs.
 

i) Metro Area Municipalities
 

The ten Metro 
rowers Area municipal governments will be bor­for community infrastructur credits in this Project.has made financial and administrative IFAM 
to determine studies of these governmentstheir capacity to administer and repayof the general loans. In termsfinancial condition of Metro Area Municipalities, allten had current incomes exceeding current expendituresnine had positive balances after debt service. 

in 1976, and
Although the finan­cial conditions of the municipalities vary, in general they areto recover ableinvestments and operate around break-even.sis of each IFAM's analy­infrastructure credit proposal will include an examina­tion of the prospects of repayment, including an evaluation of themunicipality's credit-worthiness as borrower. 
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Through neighborhood assessments the municipalities are col­lecting funds invested in infrastructre. Their collection recordhas been mixed, but the IFAM studies conclude that the valorizationrecovery system is feasible. CMTwently more than 30 inf-rastuctureMrojects are being paid off through valorization. Examples: (a) theMunicipality of Goicoechea has carried out projects for more than$33,000 in the last five years, and has recupemated to date throughassessments over $23,000. The remaining funds are not yet due; (b)the Municipality of Tibgs reported investnents of $82,000, of which$59,000 has been recovered to date. Seven of the are ten municipalitiespresently making collections through valorization. 
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SHELER AND CO?1UNIT' INFRASTRUCTURE 

TECICAL ANNEX 

COMIT'S 

II-E/2 

II-E/3 

II-E/4 

II-E/5 

II-E/6 

II-E/7 

II-E/8 

II-E/9 

II-E/10 

hI-E/11 

General Data - 9 Target Neighborhoods Studied - 1973 

Breakdown of Monthly Rent Payments in Marginal Barrios 
Breakdown of Preferred Monthly Payments
Distributions of Household Expenditures 

Indicated Monthly Payments for a Housing Solution 

Indicated Purchase Price for New Home 

Indicated Costs for Hane Repair.or Improvement 

Estimated Costs for Typical Hane Improvements 

Hypothetical Costs for Sites and services Projects 

Estimate of Houses Subject to Possible Removal Due to Fhysical
Danger in 7 Target Neighborhoods 

Condition of Selected Infrastrcture in 9 Target Neighborhoods 
Studied 

Ptogram Flow Chart 
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GENERAL DATA* - 9 TARG1IF NEIGHBOPHIOODS 
1973 

STUDIL-D 

33 85 59 
Neighborhood Number 

75 15 3 2 18 13 TOTAL 

fbpulation 

No. Families 

Avg. Family 

1,430 

245 

5.84 

12,617" 

2,520 

5.00 

7,744 

1,451 

5.33 

234 

41 

5.70 

6,555 

1,285 

5.10 

1,741 

319 

5.46 

8,209 

1,430 

5.74 

791 

119 

6.65 

4,007 

786 

5.10 

43,328 

8,19% 

5.29 

Hbusing Condition 

Good 
Fair 
Pbor 

21% 
20% 
59% 

44% 
25% 
31% 

53% 
22% 
25W 

•36% 
20% 
W% 

61% 
24% 
15% 

38% 
17% 
45% 

22% 
13% 
65% 

17% 
18% 
65% 

57% 
21% 
22% 

44% 
21% 
35% 

Tenancy 

Owner 
Renter 
Other 

57% 
20% 
23% 

36%. 
57% 
7% 

40% 
52% 
8% 

75% 
17% 
8% 

47% 
47% 
6% 

64% 
30% 
% 

51% 
46% 
3% 

43% 
43% 
14% 

48% 
47% 
5% 

45% 
49% 
6% 

o: 

- SOURCE: 1973 Census. 
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 IN MARGINAL BARRIOS 
PAYMENT I LNGEZ 

% RENTERS
 
Less than 
 lOO 


4.9
100 to 200 

23.5
200 to 300 


300 32.1
to 400 

16.5
400 ,to 500 

13.9
500 Above 
 .1
 
9.1
 

BREAKDOWN OF PREFERRED MONTHLY PAYMENTS FOR PURCHASE

OR IMPROVEMENT OF HOUSING
 

PAYMENT 0 

% FAMILIES 
INTERESTED 

1 to Z200 
100 to 200 11.73
 

18.52
200 
to 300 

300 to 400 23.14
 

16.14
400 to 500 

500 to 11.96
600 


10.27
600 and Up 
 8.24
 

Source: 
 Household and Adult -Survey in Marginal Barrios -San >is - May 1977 
Off4 
- of Information
 
Mini -y of Presidency 

DISTRIBUTIONi OF HOUSEHOLD EXPENDITURES
 

SAN JOSE METROPOLITAN AREA
 

INCOME CLASS
 
HIGH 
 MIDDLE 
 LOW


Above 05000 
 Z1750 to Z50O0 
 Below Z1750
 

Clothing 
 8.7 
 9.3
Housing 7.7
27.3 
 24.9
Food 23.1
18.0 
 34.0
Heal th 46.15.0 
 3.3Education 2.3
3.9 
 3.4
Transport 1.4
11.8 
 9.2
Other 6.5
25.3 
 15.9 
 12.9
 
Source: 
 Survey of Family 
Incomes and Expenditures 1974
Director General 
of Statistics and Census
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INDICATED MONTHLY PAYMENTS 
FOR A HOUSING SOLUTION 

.57.6% of the surveyed families indicated the monthly
 
payment they would be willing to pay for a housing
 
solution. The percentage of families indicating
 
monthly payments with each level are listed below.
 

0' Monthly Payment Level 

$ %Families 

0 - 100 0 - 11.70 9.7 

100 - 200 11.71 - 23.41- 22.5 

200 - 300 23.41 - 35.12 18.8 

300 - 400 35.13 - 46.83 15.9 

400 - 500 46.84 -58.54 11.4 

500 - 600 58.55 - 70.26 10.2 

600 - 700 70.27 - 81.96 3.4 

700 and up 81.97 up 8.1 

Source: 	 Household and Adult Survey May 1977
 
Marginal Barrios - San Jos6
 
Office of Information
 
Ministry of Presidency
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INDICATED PURCHASE PRICE FOR
 

A NEW HOME
 

45.8% of the surveyed families indicated the price they
would be willing to pay for a new home. 
The percentage

of .families indicating a price within each level are 
listed below. 

Indicated Range for Price of Housing 

$ %FAMILIES 
1000 - 8000 111 - 937 3.2 

8000 - 15000 937 - 1757 3.9 

15000 - 22000 1757 - 2576 17.7 

22000 - 29000 2576 - 3396 7.5 

29000 - 36000 3396 - 4215 13.7 

36000 - 43000 4215 - 5035 11.2 

43000 - 50000 5035 - 5855 2.2 

50000 - 57000 5855 - 6674 17.2 

57000 and up 6674 and up 23.4 

AVERAGE 44.358 
 $ 5194 

M EDIAN 38.555 
 4515
 

MOD.E 
 -4. 11 3983
 

Source: Household and Adult Survey - May 1977 
Marginal Barrios - San Jos6 
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INDICATED COST FOR HOME
 

REPAIR OR IMPROVEMENTS
 

18.8% of 	the surveyed families indicated the cost 
-
they estimated would be required for repair of

their homes. The percentage of families indicating

costs within each level are listed below:
 

ESTIMATED AMOUNT FOR REPAIR 

1000 	 4000 
 117 
-- 468 26.4 

4000 - 7000 46b ­ 820 	 10.5
 

7000 _ 10000 
 820 _ 1171 


10000 - 13000 1171 -	 1522 13.1
 

13000 - 16000 1522 -	 1874 5.9
 

16000 - 19000 1874 -	 2225 4.7
 

19000 - 22000 2225 , -	 2576 6.0
 

22000 and above 
 2576 and 	above 25.0
 

AVERAGE: € 16. 333 $ 1913 

_ MEDIAN: 10.000 
 1171
 

MODE: 
 2,000 
 234
 

Source: 	 Household and Adult Survey, May 1977
 
Margihal Barrios - San Josi
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A. New Bathroon with toilet, shower 
lavatory and wash sink (see sites & services) 

B. New septic tank and drain field 

C. New Roof 50 M2 at q 50 M2 

TOTAL 

A. New bedroom 12M 2 at 1500 per M2 

B. New Electrical installation 8 outletsat ;80 per outlet 

C. 2 new windows at q120 each 

TOTA'L 

A. New roofing 60, 2 at 50 per M2 

B. New concrete fIloor 50 M2 at q50 per M 2 

C. New windows 2 at 0120 each 

TOTAL 

03400 $398 

91500 $175 

02500 S29­

q7400 $866 

66000 $702 

q 640 $ 75 

0 240 $ 28 

06880 $805 

3000 $351 

.2500 $293 

q 240 $ 28 

.5740 $672 
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Density of 312 Persons/Hectare
 

52 lots of 120 m2 = 6,240 r 2 62%
Comnuna! areas, green area, cormercial= 19%
 
Streets and pedestrian ways 
 19%
 
1 hectare = 10,000 m2 = Total Area = 	 10-T 

Density of 564 Persons/Hectare
 

2 
 2
94 lots of 60 m = 5,640 m = 
CoMnunal, green and commercial area 
56%
 

Streets and pedestrian Ways 
20%
 

= 	 24%
1 hectare = 10,000 in2 = Total Area 100% 

Total 	Unit Element Costs*
 

1 	cost of street including paving,

curb and cutters, walks, storm
 
drainage, sewer and water = e1,500 ML
2 	cost of pedestrian walk including
 
green arna, walks, dra4.nage, water

and seTmr = 
 ei,000 ML 

Urbanization Costs/Hectare
 

i. 	 312 persons/hectare 120 M2 lot; 46 ML
 
street at e1,500 = 
 0 	69,000
204 ML pedestrian way at e1,000 
 204,000
 

Total/Hectare 
 e273,000 - ""3 70 

2. 	 564 persons/hectare 60 m2 lot, 53 M
 
street at e1,500 = 
 e 79,500

264 ML pedestrian way at C1,000 
 264,000
 

Total/Hectare 
 e343,500 - $40,230
 

' INVU current cost analysis of urbanization costs.
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I hectare at e40/m 2 = L400,000/he_:tare = $46,840/hectare
1 hectare e60/m 2 = 600,000/hectare $70,260 hectare 

Average Price Per Lot 

A. 	 312 density, e40/m2 land price, 52 lots, 120 m' lots
 
Urbanization = e273,000 $31,970

Land = 400 000 46,840

52 lot total = Y673,000 $78,810
 
Per lot = e 12,942 $ 1,515

Per m2 = e107.85 $12.63
 

B. 	 564 density, 040/m 2 land price, 94 lots, 60 m
2 lots
 
Urbanization = e343,000 
 $40,230
 
Land = 400)*000 46,840

94 lot total = e 7,904 $ 

Per m2 = e131.73 

926
 
$15.43
 

C. 	 564 density, e60/m2 land price, 94 lots, 60 m2 lots
 
Urbanization = e343,000 
 $40,230
 
Land = 600,000 870,260

94 lot total = 0943,000 S110,490

Per lt = 010,032 $1,175

Perm = e167.20 $19.59
 

D. 	 Assumed typical solution 
80 lots at 75 m2 = 6,000 ,2 W0 
Comrercia2, public and green area 20. 
Streets and walkways 	 = 20% 

Land cost:
 

1 hectare at 040/m2 = e400,000 = $46,838
 
Urbanization: 
50 ML street at e1,500 = 75,000 = 8,782

250 ML waLks at 0100 = 250000= 29 274
 
Total for 80 lots = 2725,000 $
 
Cost per lt 
 = 0 9,0§3 $ 1,061

Cost per m = 0120/m4 $14.15
 

Typical lot and sanitary core: 

Lot: e 9,100 = $1,066
 
Sanitary core: 3,400 398
= 

Total 012,500 = $1,464
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DENS:DAD DE 312 HABITANTES POR HECTAREA 

AREA VEIND~eLE
 

52 LO'TES DE 120 m = 6 240 m!..................... =%
 

AREA PUBLICA I 

f AREA VERDE, AREA COMUNAL Y COMERCIO ............= 19 % 

V IA LIDAD..................................................... 19 % 

TOTAL ................. 100 %. 

3.00_.I"--. . -:.' ""... . . 

I I I ; I -...- ;.. 

I.15. 9 LIOT S 

14 L00t* 

7.00,7.00 6.O. 

Im 17L, T S 
17 L[T "S
 

3.00 m 

~109 m
 

1/2 CALLE DE 14 m.= 92/2 = 46 m............. =644. m.2
 

AL A M E DA DE 6 rM. = 10 2 x 2 = 2 0 4 rn .. . . . . . 1 2 . 

LNCfASSI="]
 

http:7.00,7.00
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DEN'SIDAD DE 564 HABITAt'ITES POR HECTAFEA 

AREA VENDIBLE
 

94 LOTES DE 60 m' 5 640 m...................... 56 %
 

AREA PUBLICA
 
AREA VERDE, AREA COMUNAL Y COMERCIO -2O0Om.=. 20
 

44 0/ 

VIALIDAD.................................................. 24 o 

TOTAL................100 % 

14.~~3 _ 00.! in._ _I I CT 

10m.! 
6.00 m.I i I """ "" .. "1~o'." . ' " . 

7.00 700 I • . -: " .
 

o I. 5% 15% ... " .
 

I. •." - *. . 

I ",6.00 m. 

I ' '-

I 0I , 12 F 

IL .­00 m. 

95.00 rn. 

1/2 CALLE DE 14 m. 105/2 = 52.65m......... 737. 10 m!
 

ALAMEDA DE 6 m. 88'k3 = 264 m........... 1584.00 m
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r~t-Vi ::ASICOS Fbr."- L,'."- I _, C 

- 0 00-­

o 

1.10 

SOLUCION N21 

.60 

111.10 

30LUCION NS 2 SOLUCION Ne 

'6.3 

3 

N2 1 

NE 2: 

iNs-Z: 

SERVICIO CON 

ERVICIO CON 

':r.-RVICIO COTN 

INODORO ,DUCHA , LAVATORIO. 

INODORO, DUCHA,LAVATORIO,PILA ROPA. 

INODORODUCHA, LAVATORIO, PILAROPA , PILA COCINA. 

COSTO 

COSTO 

d .3200. 

3.400. 

( 3500. 

COSTOS DE 

INCDORO 

LAVATORIO 

ELEMENTOS 

( 500 

C 300 

PREFABRICADOS. 

PILA ROPA 200 

PILA COCINA 1 00 
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:..:,.:/;:~OS1EL E! c7,,%6 00O"". S L,., 

CIMI,,ENTOS: CC?'CRETO CICLOPEO.
 

PAREDES: ELOOUES REFOrzAcOS CON CONCRETO Y VARILLA.
 

PISOS: CON CRETO LUJADO.
 

ESTRUCTURA DEL TECHO: MADERA.
 

CUBIERTA DEL TECHO: HIERRO GALVANIZADO Ng 28.
 

V.IGAS ASISMICAS Y CORONA: CONCRETO REFORZADO CON VARILLA.
 

ELEMENTOS PREFABRICADOS INODORO , LAVATORIO,A PETICION PILA ROPA Y PILA COCINi
 

OBRA TERMINADA INCLUYE MATERIALES Y MANO DE OBRA 
CANTIDAD UNIDAD PRECIO TOTAL 

UNITARIO TOTA_ 
CONCRETO CICLOPEO 0.744 250 186 

VISA ASISMICA 0.248 950 235!60 

VISA CORONA 0.223 950 , 211185 

z
PARED DE BLOQUE "11.38 m 60: 682!80II
 
CERCHA DE MADERA 2.80 M2 30 84 

CU-IERTA HG. N2 28 2.80 2 30 84; 

PUERTA 
 I c/u 110 110. 

VENTANA DE MADERA 0.36 3.53075 

PISO PLANCHE 2.20 m2 50: 1101 

TUBERIA 10 Mr. I0! 100 

ACCESORIOS BARD I c/u 351 35, 

CEF'RAJERIA I c/u 301 30! 

INODORO 
 I c/u 5001 500! 

LAVATORIO I c/u 3001 300: 

PILA ROPA I /U 200 2001 

PILA COCINA I c/u 100 1001 

UTILIDAD CONTRATISTA 50
 

TOTAL 3.500
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ESTI ATE OF HOUSES SUarECr TO POSSIBLE 
--EOVAL DUE TO -TYSICAL D;%ER-. 

IN 7 TARGET i-EIG-BORHOODS 

Target Estimated Estimated 
Area !,lunber % Number 

16 7.35 18 

85 15.23 384 

59 19.88 288 

75 8.77 4 

15 9.25 122 

3 5.97 19 

2 4.98 71 

Total 7 Areas 906 

* Flooding, land slides, fire, etc.
 

SOURCE: INVU survey of target areas, household and adult survey.
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IN 9 TARGET NEIGIBOPIOODS STUDIED 

NEIQIBORHOOD NJ1FER 
Element 33 85 59 75 15 3 2 18 13 

Condition of StreetsGood 
Fair 
Poor 
Number of Observations 33 

42.50 
30.00 
27.50 

29 

79.77 
8.99 
11.24 

89 

39.32 
39.34 
30.34 

9 

11.11 
- - -
88.88 

54 

72.22 
27.77 

24 

54.16 
25.00 
20.84 

111 

- - ­
94.44 
5.56 

40 

22.50 
- - -
20.00 

43 

82.19 
6.95 
10.9f, 

Condition of WalksCood 
Fai,. 
Poor or Non-Existent 
Nwber of Observations 

10.0 

90.0 
80 178 

43.25 
19.10 
37.65 

178 

41.59 
23.59 
28.82 

18 

- - -
11.72 
88.78 

54 

77.77 
16.66 
5.57 

48 

6.25 

93.75 
82 

- - -
12.96 
87.63 

80 

65.0 
- - -
35.0 

146 

66.44 
1.37 
32.20 

Material of StreetsPaved (Asphalt or concrete) 
Select material (Lastre) 
Dirt 

30.00 
37.50 
32.50 

77.90 
13.48 
5.62 

82.02 
12.36 
5.62 

100.00 
81.48 
18.51 
- - -

45.85 
25.00 
27.17 

5.55 
87.03 
7.40 

77.50 
- - -
22.50 

97.,7 
9.86 
2.47 

Material of VLksConcrete 
Other Material 
Dirt 
Non-Existent 

Type of SanitaryService 

10.00 
-- --
90.00 
- - -

66.29 

1.12 
32.54 

67.67 

5.05 

25.22 
11.72 
88.28 

100.00 

- - -

6.25 

- - -­
- ­ -
93.75 

12.96 

87.04 

68.75 

5.00 
26.25 

72.60 

12.33 
5.0? 

Sewer 
Septic Tank 
Latrine 
None 

.41 
41.22 
51.02 
7.35 

11.47 
60.24 
26.39 
1.90 

7.85 
61.27 
29.7(1 
1.16 

2.44 
51.22 
43.90 
2.44 

1.17 
85.76 
11.59 
1.48 

6.58 
47.65 
43.89 
1.88 

2.00 
33.00 
64.00 
1.00 

00.00 
35.24 
63.87 

.84 

24.01) 
63.23 
11.83 

.89 

Type of Water ServiceRiped Individuial 
Piped Collective 
Other 

91.84 
--....-

8.16 

98.92 

1.08 

99.45 

0.55 

90.24 
4.88 
4.88 

98.21 
.16 

1.63 

97.80 
- - -
2.20 

68.00 
31.00 

1.00 

100.00 
- - -

99.2" 
.76 

Source: INVU survey of 9 target neighborhoods and 1973 Census Data 
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INVU - FINANCIAL STAT= ANALYSIS 

The comparative financial statements of INVU for Fiscal Years 
1974 through 1977 appear in this Annex. The Condensed Comparative
Balance Sheets reflect an Asset growth of 55% during the four year 
period. The major Asset account associated with this Balance 
Sheet increase is that of Loans Receivable, which accounted for 
over 80% of the total increase. The Loan Receivable account, which 
has increased from $27.0 million in 1974 to $45.6 million in 1977, 
is a result of ITVU's increased nortgage operation. In addition, 
funds generated through bond sales, debt financing and net income 
have contributed to the asset growth. 

Firiancial indicators shown at the bottom of the Balance Sheet 
reflect a relatively poor current position resulting from long­
term invesaments in non-current assets. Long-term investments 
which havw. accounted for over 29% in 1977 of total assets are made 
up basically by housing and urbanization projects. This potential 
lack of liquidity will, most likely, not present a major problem 
since INVU is the Goverrment Agency dealing with housing, a com­
nodity for which there is a great demand in Costa Rica. The second 
ratio on the Balance Sheet (Debt to Equity) represents an adequate 
ratio of debt financing to equity financing for developmental pur­
poses. 

The Condensed Comparative Income Statements in this Annex show 
a 149% increase in income from 1974 to 1977. This growth is a re­
sult of increases in incm generated through land sales, increase 
in selling price through the application of financial and administra­
tive costs to completed projects and increases in interest income. 
In 1976 the historical growth of net income was reversed, falling 
from $1.7 million in 1975 to $900 in 1976. The 1976 drop in net 
income was pr maril due to late completion of construction and 
urbanization projects. This reflected in the dramatic increase in 
income in 1977 when several projects scheduled for 1976 completion 
were finished. The increase in the ratio of earnings on total 
capital employed shown in the lower part of the Balance Sheet is a 
reflection of above mentioned increases in income. Goverrment 
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subsidies as a percentage of total operating income has averaged
19% over the four year period. 

These financial statements demonstr te INVUs financial viability 
as public sector development institution. INVU is able to operate
effectively providing shelter to the masses with a minimum of GOCR 
subisdies. 
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1NVU 

CONDENSED COMPARATIVE INCOME STATEMENTS-


For the Years Ending December 31, 1974, 1975, 1976 and 1977
 

(US$ 000)
 

INCOME 1974 1975 1976 1977
 

Interest Income $1,985.3 $2,543.8 $3,020.2 $3,597.4
 
Rental Income 88-8 i08.1 313.5 303.3
 
Other Operating Income 1,562.3 1,484.6 539.1 5,136.5
 

Total Operating Income $3,636.4 $4,136.5 $3,872.8 $9,037.2
 
22% 21% 29% 2%
 

EXPENSES
 

Administration $1,686.5 $2,147.7 $2,890.8 $3,555.7
 
Interest and Commissions 326.5 1,167.6 1,982.8 2,393.4
 
Depreciation 46.4 50.3 61.7 66.2
 

Total Operating Expenses $2,059.4 $3,365.6 $4,935.3 $6,015.3
 

Net Income (Loss) from
 
Operations S1,577.0 S 770.9 (S1,062.5) S1,021.9
 

OTHER INCOME AND EXPENSES (NET)
 

Government Subsidies $ 808.8 $ 858.0 $1,135.6 $ 127.4 

Other C1,265.0) 75.8 62.3 607.1 

Total Other ($ 456.2) $ 933.8 $1,197.9 $ 734.5 

Net Income for the Year 1I12O..8 J 1j 4 U , 

Adjustments to Retained Earnings 

(Net)l/ $ 95.0 $ 13.5 ($ 134.5) C 437.9) 

Net Increase 
in Retained Earnings i1,22.2 I... .2 

Notes: 

1/ Excerpted from Audited Financial Statements, at an 
Exchange Rate of $1.00 - 9 8.54 

2/ In addition to including adjustments for prior year operations, this account
 
includes transfers to/from certain reserve accounts.
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As of December 31, 1974. 1975, 1976 and 1977 

(us$ 000) 

CONDENSED COMPARUATIVE BALANCE $HEET$-

ASSETS 1974 175 1976 1977 

Current Assets 
Cash on hand and in banks $ 114.9 $ 6.7 $ 39.4 $ 225.7 
Current portion of loans 

receivable 
Inventory 
Accounts Receivables 
Short Term Investments 
Prepaid Expenses 

Total Current Assets 

2,254.1 
425.4 
466.3 
66.8 
51.8 

$ 3,379.3 

2.723.1 
255.9 

1,318.9 
16.3 
70.4 

$ 4,391.3 

2,886.4 
288.5 
372.5 
261.7 
63.6 

S 3,912.1 

2,910.3 
192.1 

1,409.9 
18.2 
54.5 

S 4,d70.7 

Non-Current Assets 
Luns Receivable 
Fixed Assets (Net) 
Long-Term Investments 

Total Non-Curr. Asse

$24,706.0 
1,377.3 

12,415.7 
ts 38,499.0 

$26,849.4 
1,553.9 

16 246.5 
$44!649!8 

$ 31,798.8 
2,150.7 
124566.2 

$ 5r,85.7 

$ 42,708.9 
3,390.7 

14,143.0 
$ 60,242.6 

Total Assets L 8 t2AoL. I .j tZ L61.1 

LIABILITIES AND CAPITAL
 

Current Liabilities 
Cash Deposits $ 2,474.0 $ 3,131.9 $ 4,201.1 $ 5,030.? 
Bonds Payable 163.9 503.0 601.6 936.8 
Accounts Payable 2,2 1.784.5 1,947.0 4 460 6 

Total Curr. Liabilities T,917.5$ $59.4 $ 6,749.7 $ I__8. 

Non-Current Liabilities 
Bonds Payable S 1,422.0 $ 6,298.5 $ 13,907.6 S 14,083.8 
Accounts Payable 6,804.2 6,781.6 6,202.9 6,620.3 
Special Construction Reserve 622.1 677.2 618.3 830.9 
Deferred Income -- 33.7 87.7 --

Total Non-Current 
Liabilities $ 8,848.3 $13,791.0 $ 20,816.5 S 21,3 .0 

Total Liabilities $13,765.8 $19,210.4 $ 27,566.2 $ 31,963.2
 

Capital 
Donated Capital $ 9,274.0 S 9,274.0 $ 9,274.0 $ 9,274.0 
Retained Earnings 18,838.5 20,556.7 20,557.6 23,876.1 

Total Capital 30.7 29,831.6 5 33,150.1$28l2.5 

Total Liabilities and
 
Cap ital jg§j I .J1Zj22U j. I j 

Ratios
 
Current .69:1.00 .81:1.00 .58:1.00 .47:1.00
 
rotal Debt to Equity .49:1.00 .64:1.00 .92:1.00 .96:1.00
 
'arnings on Total Capital
 
Imployed 2.90% 3.50% -- 5.10% 

I/ Excerpted from Audited Financial Statements
 

Exchange Rate $1.00 - 9 8.54 

RL:edl
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IFAM - FINANCIAL STATEMNT ANALYSIS 

IFAM, the second major institution involved in the HIG Program

has responsibilities for: extending loans to mudcipalities, acting
 
as financial agent for the municipalities, acting as a central
 
pur'chasing agent for the municipalities and providing technical
 
assistance.
 

As reflected in the financial statements, during the period

1974 to 1976, IFAM's earmarked tax revenues increased $1.4 million;

from $1.3 million to $2.7 million. The increase in fixed assests
 
and land acquisition from $50,000 in 1974 to a projected $476,000

in 1977 isindicative of IFAM's plans to provide increased services
 
to the municipalities.
 

IFAM's balance sheet reflects a constant growth pattern. Total
 
Assets grew from $4.6 million in 1974 to $10.0 million in 1976 and 
ct=ent assests more than doubled in that same period. The liability
and equity section of IFAM's balance sheet perhaps best reflects both 
IFAM's and the GOCR's commniutent of mudcipal development. During
the three year period 1974-1976 total liabilities and capital increased 
116% and IFAM's role inmunicipal development was accordingly expanded. 

Financial ratios shown on the lower part of IFAM's Balance Sheet

reflect a very favorable cutrent position and debt equity ratio. The 
current ratio is indicative of IFAM's ability to meet current liabi­
lities. The debt equity ratio indicates that constant growth pattern

of IFAM's assets was financed through equity capital rather than long

term debt. The ratio of current revenue generated by total assets

which increased from .21/1 ini 1974 to .35/1 in1976 isa reflection
 
of IFAM increasingly efficient and productive use 
of this assets.
 

UNCASSIFIED
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ACTUAL REVENUE AND EX]MDITURES FOR 1974, 1975, 1976 

(us $ 000) 
CURRENT REVEUE 


Taxes 

Income 

Transfers 


CAPITAL REVENUE
 

Transfers 
Previous Yr. Earnings 
Loans Repaid 
Sale of Assets 
Financing Obtained 

TOTAL REVENUE 


CURR EXPENDITURES 

Personal Compensation 

Goods and Services 

Current Transfers 
Interest 


CAPITAL EXPENDITURES 

Acquisition of Fixed Assets 
and Land 

Loans 

Transfers 

Non-Allocated 

Loan- Repayments
 

TOTAL EXPENDITURES 


EXCESS OF REVE
 

OVER EXPEIDITURES 


1974 1975 1976
 

$1,263.6 $2,337.3 
 $2,705.1
 
195.3 332.3 654.6
 
43.1 9.1 
 113.9
 

$1,502.0 $2,678.7 $3,473.6
 

$1,202.8 $ 937.9 $ 892.0
 
796.6 767.6 
 586.7
 
218.9 708.2 648.0
 

_ 8.2
 
35.4 1,522.1
 

$2,218.3 $2,449.1 $3,657.0
 
$3,720.3 $5,127.8 
 $7,130.6
 

$ 585.1 $ 766.5 $1,042.9 
222.0 368.4 1,169.5
 
345.8 543.4 
 488.4
 

7.6 57.9
 
$1,152.9 $1,685.9 
 $2,758.7
 

$ 50.2 $ 114.3 $ 202.0 
1,749.9 2,364.6 
 1,835.2
 

376.3 526.4 
- -

$1,800.1 $2,855.2 
 ,2,563.6
 
$2,953.0 $4,541.1 $5,322.3 

$ 767.3 $ 586.7 $1j808.3 
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I.F.A.M.
 

BALANCE SHEET FOi1, 1974, 1975, 1976
 

(US $ 000)
 

CURREt9 ASSETS 


Cash 

Receivables & Def.(Charges 

Inventory 

Short-Tern Investnent 

Prepaid Expenses 


NON-CURR T ASSETS
 

Fixed Assets (NET) 

Long-Term Receivables 


TOTAL ASSETS 


CURRENT LIABILITIES 

Payables & Accrued Exp. 
Defen-ked Credits 

NON-CURRERT LIABILITIES 

Long-Term Notes 


CAPITAL AND RESERVES 

Capital 

Reserve 


TOTAL LIABILITIES AND CAPITAL 


CURRENT RATIO 


DEBT/EQUITY RATIO 


RATIO OF CURRENT REVENUES 

GEERATED BY TOTAL ASSETS
 

1974 


$ 324.7 

202.0 

11.6 


516.4 

.6 


$1,055.3 


255.8 

3,300.4 


$4,611.5 


$ 143.4 

$ 148.2 

70.6 


1,171.0 

3,221.7 


$4,392.7 

$4,611.5 

7.1:1 


.02:1 


.23:1 


UNCLASSIFIED
 

1975 1976 

$ 142.7 $ 429.6 
252.9 439.4 
10.6 19.4 

1,233.6 1,654.1 
2.0 1.4 

$1,641.8 $2,543.9 

332.7 539.6 
4,861.5 6,890.3 
$6,836.0 $9,973.8 

$ 257.6 $ 208.7 
2.0 70.4 

$ 259.6 $ 279.1 

345.9 1,967.7 

1,171.0 1,222.7 
5,059.5 6,504.3 
$6,230.5 $7,727.0 
$6,836.0 $9,973.8 

6.3:1 9.1:1 

.06:1 .25:1 

.39:1 .35:1 
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ANALYSIS OF PROJECIED CASH FLOWS 

Cash Flow projections and sub-loan estimates of the Infrastruc­turme Loan Fund appear in this Annex. The assumptions used in pre­paration of the cash flow were developed in collaboration with SER/Hand ROCAP/1MDD personnel. The Cash Flow table demonstrates that theInfrastructure Loan Fund will generate $22.8 million in sub-loans over 15 years from an initial $6.0 million.
 
An average annual 
return on total capital employed by IFAhi, theagency administering the fund, of approximately 3.2%, indicates thatthe majority of benefits will not be captured by the implementingagency (IFAM), but rather will flow primarily to the target group.At the same time IFAM will find the fund attractive because (1) itwill not result in a loss to their overall operation and (2) it doesnot require any investment, since IFAM will be granted $3.0 millionby the GOCR specifically for use in this project. 

The other major portion of the Housing element of this projectis the Housing Loan Fund, which will be administered by INVU andwill require inputs totaling $9,080 million. Of this, AID/HIG willloan $8.4 million, while the GOCR will contribute $680,000.breakdown of specific elements Ato be financed with these funds fol­
lows:
 

(US$000) 
Amount and Source of Funds


Elements GOCR Total 
Sites and Services 5,390 
 680 6,070
 

Hom Improvement 
 2,860 ­ 2,860
 

Land Purchase and Titling 
 150 ­ 150 
Total 
 8,400 680 
 9,080
 

The Cash Flow projections for the Housing Loan Fund show thatINVU will not profit through the administration of the fund but will.find the project attractive since it provides additional funds fortheir client group enabling them (IVU) to expand their operations. 
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During the projected fifteen year period, the Housing Loan Fund
will provide $20.3 million in sub-loans. It is expected that INVU will 
make over $11.1 million in sites and services sub-loans and over
$9.2 million in both home improvement and tenancy upgrading sub­
loans.
 

The repayment of sub-loans to both the infast:ructure and hous­
ing elements of the Housing Fund will be effected by various means
depending on the program component in question. Briefly, the method 
used for each component will be as follows: 

a) Comnity upgrading (Infrastructure Loan Fund) 

In the instance of conmity upgrading projects, cost re­
covery will be effected through a combination of user fees and 
benefit assessments. In the case of water and sewage projects fall­
ing withiin the jurisdiction of "Agua y Alcantarillado" and electric
project, done by "Fuerza y Luz", cost recovery will be recovered by
the respective municipal governments (or utility companies?) through
benefit assessments. 

b) Sites and Services 

Cost recovery for the sites and services projects, including
incremental unit construction financed through project sources will
be by means of imnthly Loan repayments by the respective beneficiary. 

c) Home Improvement and Exparsion 

Cost recovery in the home improvement and home expansion com­
ponent will be through monthly loan repayments by the beneficiaries. 

d) Land Purchase Tenure Legalization and Registration 

Cost recovery for this component will be as in c) above. 

All off site and primary infrestructure costs are to remain the 
responsibility of the GOCR and will be recovered through general 
tax revenues.
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ASSUMPTrONs 
for 

Cash Flow Projections of
 
Housing and Infrastructure Fund
 

1. HIG 	Loan of $11.4 million will be made for 30 years at 9-1/2%, including
the 	AID guarantee fee.

period. 	

The 30 year term will include a 10 year graceAdditionally, a 1%, one-time fee will be charged on drawdowns ofHIG 	funds.
 

2. Funds will be drawndown as follows:
 
(us$Oo ( 	 000o)Shelter Elemnt / Ccmmnity 1" oS. '" 
 _-Hireuc__Period rIG GoCR Total MG GOR Total RIG GOCR Total 

12/79 209 
 - 209 320 
 320 640 529 
 320 849
 
6/80 1,061 85 1,146 405 405 
 810 1,466 
 490 1,956
 
12/80 2,093 
 170 2,263 446 
 446 
 892 2,539 
 616 3,155
 
6/81 2,093 
 170 2,263 1,177 1,177 
 2,354 3,270 1,347 
 4,617"
 
12/81 1,913 
 170 2,083 652 652 
 1,304 2,565 822 
 3,387 
6/82 1,031 85 ­1,116 
 -
 - 1,031 85 1,116
Total 8,400 
 680 9,080 3,000 
 3,000 6,000 
 11,400 
 3,680 15,080
 

3. 
All 	Loans and Grants are subloaned during the year drawndown 
to the ex­tent 	that cash requirements allow except that funds drawndown at the end
of a year are reloaned the following year.
 

4. 	Subloan terms are as follows:
 

A - Lfrastructure Subloans 
-
10%, 	10 year term, no grace period.
 

Source: Project Delivery Plan rounded to the nearest million.
 
1/ Does not include $320,000 from down payment as estimated.
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B - Housing Subloans 

(i) 	 Tenancy Upgrding and Home Improvement - 12%, 7 year term, 
no grace period. 

(ii) 	 Sites and Services Program - 12%, 18 year term, no grace
period. Based on the fact that 66.6% of the loans will be 
made at 20 years and the remaining 33.3%at 15, an average 
of 18 years. 

5. 	 Annual interest receipts are based on the average portfolio of the 
respective years. 

6. 	 Cash available at the beginning of a year plus 75% of prior year sub­
loan principal collections are reloaned to the extent cash requirements 
allow. 

7. 	 Administrative costs are assumed at 1-1/2% of average portfolio during
each year except the first. The first year assumes 5% to cover start­
up costs. 

8. 	 Bad Debts are assumed at 1% of averege portfolio on housing sub-loans. 

9. 	 Annual collections of principal on all sub-loans a-e made the first 
day of the year following that in which the sub-loan was made. 

10. 	 A 5%down payment on all sites and services sub-loans will be charged. 

UNCASSIFD
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CASH!FLW PROJECTIONS 
Consolidated Tenancy Upgrading and Sites and Services 

INVIJ 
ANtIx lir-r/3(us$ 000) 
Page 13 of 15 

gin AD CASH SOURCES 
Year Cash Interest PrincipalHG GOCR Collectiuns fItalIG
Collection BadCash Sources Adn. Front SubInterest Dpebts Exp. Total Ending AverageEnd Loans Cash Uses1 - 1,270 85 Cash .Prtfolio74 
 -
2 1,429
28 4,186 34,0 - 121403 7 31 13
117 5,074 1,229 1,401 
 615
3 44 2,944 255 518 34 51 42 

28 
823 489 4,385 5,030
4,555 41 3,364
4 353 - 798- - 69 92984 753 29 3,214 4,202
2,090 353 6,860
5 384 - - 798- 987 82 123 ­825 703 1,706
2,196 384 8,197
6 267 - 798
- - 82 123989 920 2,176 - 926 1,929 267 8,223
7 308 - 798
- - 82 123 ­985 1,010 865 1,868
8 2,303 308 8,246
324 - - - 798979 1,114 2,417 

82 122 - 977 1,979
9 358 - 798 324 8,202
- - 977 1,146 81 122 - 1,058 2,0592,481 358 8,158
10 310 - 798- 81 122
- 978 1,157 - 1,170 2,1712,445 310 8,141
11 299 - 798
- - 978 82 122 ­1,0441 1,144 2,146
2,321 156 299 8,147
12 107 798 82
- - 123964 1,096 - 1,055 2,214 107
13 2,167 170 8,145
143 784
- - 81 1229410 1,110 2,193 - 867 2,024 143
14 109 186 767 8,037
- - 78 117916 1,1341 2,159 - 936 2,084 109
15 204 7,835
110 750
- _ 887 76 114
1,140 2,137 - 905 2,049 110 7,634
223 
 730 
 73 110 ­ 887 2,023 
 114 7,393
 

LUNCLASSIFm) 
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ANEX I-rm/3 

Page 11 of lS 

CASH FLW PRJMOIIS
IFAM
 

INFAS318JCIRE
 
(U.S. $000) 

CASHl SOURES CASH USES% TotalFrontTotal 

IG End Cash iding Average Net Return on 
Interest Principal CashBeg. AID/ Uses Cash Portfolio Income (Loss) Fund Assets 

Year Cash lIG GOCR Collections Collections Sources Principal Interest Admin. Fee Sub-Loans 

(40) (2.8)

69 35 7 1,410 1,521 - 705 


- 1,521 ­1 - 725 725 71 13 .3 
- 223 4i11 16 3,246 3,529 154 2,963


296 141 3,683
2 - 1,623 1,623 138 2.3
7 1,5611 1,932 498 5,064
466 2,430 - 285 76

3 1541 652 652 506 - 848 1,219 475 5,726 202 3.2 
623 1,694. - 285 864 498 - - 573 

89 - 912 1,316 463 5,955 222 3.4 
708 1,779 - 285
5 475 - - 596 3.5
 

- 994 1,372 511 6,168 239 
803 1,883 - 285 93


6 463 - - 617 256 3.6
1,113 1,1194 557 6,368 

- 637 903 2,051 - 285 96 ­

7 511 - 274 3.8
 
- 285 99 - 2,234 1,618 610 6,584 

- - 658 1,013 2,228 3.9
8 557 102 - 1,370 1,757 670 6,811 294 
- - 681 1,136 2,427 - 285 4.0
9 610 

- 285 106 - 1,522 1,913 735 7,053 314 

1,273 2,648
10 670 - - 705 

- 1,690 2,140 750 7,310 336 4.1 
285 110
1,424 2,890 55
11 735 - - 731 369 4.3
 

61 280 114 - 1,818 2,273 692 7,626 
- 763 1,1152 2,96512 750 - - 1,781 2,242 562 8,046 410 4.6 

66 274 121 
- 805 1,307 2,804
13 692 -
126 - 1,542 2,009 722 8,389 445 4.8
 

839 1,330 2,731 73 268

14 562 - -

130 - 1,720 2,191 797 8,655 475 4.9
 
80 261
1,400 2,988
15 722 - - 866 




Ste 

2-12/79 


3-6/80 


4-12/80 


5-6/81 


6-12/81 


Tbtal 

Seseieie erlo 

-

798.75 


(250 lots) 


1597.5 


(500 lots) 


1597.5 


(500 lots) 

1597.5 


(500 lots) 


(250 lots) 

6390.0 

(2000 lots) 


PRItJCr DELIVERY PAN -

iceercs Oedit Shelter (INVIj) ($O00s)ev rovomesaox P-rdiasero 
period 

179.16 


(188 loans) 


357.38 


(375 loans) 


714.75 


(750 loans) 


714.75 


(750 loans) 

535.59 


(562 loans) 


(375 loans) 

2860.0 

(3000 loa) 


23.5 


(20 lots) 


23.5 


(20 lots) 


23.5 


(20 lots) 


23.5 


(20 lots) 

23.5 


(20 lots) 


117.5 

(100 lots) 


Meriod 

6.48 

(80 titles) 


6.48 


(80 titles)
 

6.48 


(80 titles)
 

6.48 


(80 titlen) 

6.48 


(80 titles) 

-

32.5 

(400 titles) 


IIIPASNDauIiM PRoEMrS
 

Total.Credit ($O00s) Tt
Period Oveirnoylbta rdt(o~)Fii~nTonl Crdto00smor tfl -. 
e T e --,t 

209.14 209.14 641.8 

1186.11 
 1395.25 
 812.1 


2342.23 
 3737.48 
 892.8 


2342.23 
 6079.23 
 2364.3 


2163.07 
 8242.78 
 1308.6 
 6019.6 


1156.13 
 9398.91 
 - -

9400.00 6000.0 


._e
Im 
Dm 

39.94 


79.88 


79.88 

79.88 


39.94 

320.0 


IMIAMsrn
 

NIRX I-r/4 
Page 19 of 19 

iacig(00smV.ts SGs bs¢c tbo~trrmi 
r'iod Totald 

Y~enGM (bun er-a tal 

320.9 320 320 

491.05 
 1470 1790
 

616.4 
 2550 4340
 

1352.15 3280 762o 

834.1 
 2730 10350
 

85.0 3699.6 1050 U400 

3680.0 1100
 




