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Fu1*0 WidaltI 

purposes of" tgo program aral (1) to provide b~1ance Of payment support to CostaRica; (2) to essist the Government
GM-I~nterpatLonal Monetary Fund 

of Costa Rica 00=R) to meet thek objectives of the(IMF) agreement and (3) to support the purposes andprovisions of the CBI supplemental 1egiglation and the objectives of the Costa RicaC31 implementationAllaplan for private sector7....2idevelopment. The $70.0 million program will. ++consist Of a cash. transfer to the Central Bank of Csta Rica0141+-?-:" (BCCR). Within threeILAImonths of the termination of disbursement of the cash transfer# the BCCR will maksavailable to private Imnporters an amount of foreign exchange not les than that disburseedunder the caqh transfeor for the~Import of raw materials, intermediate goods and spareparts from the United States. The colon equivalent of the $53.0 million loan will beu1ed to finance credit for the privates productive sector,f roe The local currency genersadthe $12.0 million grant will be used to finance social and economic developmentactivities which will be minaged by the Costs Rica Coalition of Development Initiatives~CU4z),a Cost& Rican private, non-.profit voluntary association, 
Th~oaon will be repaid 'in 20 yoari, Including a ten year Ires period, The In oreallratwll be 2X durins the grsaeperiod and 3%thereafter.*ubject to the conditions and covenants specified on 

TMe $70.0 program will be pages 32-34ofthindocument, 
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AAAC,Otto 4.1etV-j-M/ 
CostaSUSJECT; ProgramAssitnta Appoval Document Authorisatiool 

Your approvAl Is required to authorize a S8.O rillion loan and a $12.0 
millon gantfrom tho Eco%1nmc Support Fund-to the Central Bank Of 

were recentlyCosts MJCA (5CR)I/. Yuzds for this program 
appropr'iated under the Caribbean lasin Ilnitiative Supplemental. 

CostheXidecn m ctiues to deteriorts and will.experience 
necessary structural adjustments are in place.furherdecinebefore 

The econozy Isplatuead by an annual Inflation rate estimated at 92Z (as 
price Index for low and middleasured by the increase to the consumer 

- Augusat 19$2)1 a uasstve currency~Income groups, Au;ust IMS 
O decline (projctdwt6%fo 93)

devaluation, a cotnia 

experience Sizeable balaace ofpyments difficulties due principally to. 
high levels of external debt service and because of projected slov 

JUCS could face an unfisanced blace Ofagrowth. In19536 Costs 
if Its external debt Is not 

aexport 


assistance Is take* itto,account, 
successfully rescheduled. 


al aubttig legiulation and Aduinistration agreementsLTftoposed 
with the. .uppIezmntal authorizing coS=Ittes say r*qutre certain dollar 

of the C31 fundsa to be allocated for ?%V activities andamounts the (31 appropriation has already
~seholarshiv5. since a majority of 
beau Obligated, It may be necessity to reduce the cash transfer level 

?AAD to permit the ?V0 and/or seholarshipproposedi the Cost&A 

e4Arklings, to be met* Therefore, while this mermo discusses and 
12 milin $ant t


*lequa-Itsautherisaft of A $51 millio loan &a 
ICC2, the Mistion will be given the authority to sit" a Program 

Iaa..>athe 

Alresest o0lipte only $64.5 million (156.) million loen$ *1.0 
tiulin grAnt) of the total 070.0 million Autherised until fiI
 a'5a14*l reardt"S the entire C31 Supplesental> fundingAttistans are zsa 

la ~ *RCa Rthtjvvet that funtM required for ?V0 and/or
pcalo inl~ are -> 

agicesents will~ Ve gonclude wit~h apprt
~.jl.al~~lIIascholarship&$sop~#rato in total (unis aVALIAle forth cahI#dion~ts, aMy reduction 


last
bttr~nftf-vtU %Add to 0.0 Ith1>10 

, 

-

all>hlaaaa-l00--ala 
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protaun 
*(eatYitratoa ?r#eu~@rovides foret (a)

; tnte oftcIatselsa : yheas (n4) 
. 

Maeuczt of tax re-atmea 5Auk~e Syt;icaes t
#xch~s go rtes 

or) soldb eterpriseh. lene (h)ftrtetpr~ices th seie prcoide Standoflan-byt
1=tsss IrAtItelrestraes. :t)UIs4xoctnt~ the 

foqurenn exorangetforpvide, Watuzzi of lsesta spor y r(d 

At*Z~ n 3 obto prrtt~5 e pnurposesufanothe 4ild Frfeer fth 
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wsed1o1C& p VA5a sector'crdlt throuch tI hespublic 

,Twhc eserved, ,oxsiv, ly 
forPariciatig rltvAto bip)kij and from which 

*ast,4' ;a 	 lit#,4~cr~ni v1:ba 
fli (a.)ll th o crd t il . sittnded ~ 

to the pr'a 2 t* sectorl and (c) th coo ivalet of $5 miliovwll 
to
4 10t nt'. 4~![Vilii V.1 te useiOi~i): 1 

11 ii3 

The 00CR will deposit local curren equalet t0m 
granta~II1 iCot C"Itiu tt* 1Vejopuziatfor~~w 

Inititives (CTflD?)9 a Costa Xleat pr~vate, zon-rfi t assoctation. 
is fn wivl be ued to finance variouas social and econ. c 

deve.lopment Activities to be pecified In a tenoranduz of understaning4 
between A.,. And C1. ".Aes*activities Vill tzhsise theiuse of 
cooperatives and private, v c1uitary organItilons 

The DAZ.C rowiei'.d the FAA on Sovezzber 6, 19162 &adr@ctndod approval 
r;et uocrtain r~vuiqo~s as 4t.lodb ."eWD a be 

as to Teflect changes.~,wi4 thit 

The followinu condition precedents were aodifled as Indicated belows 

(a) A&a condition jprvodent to signtur$ the Proira Agreesn:, the 
Letter Ofintenfl or tho D1. .Iand-by Ag4 n#mt must be signed by the 

(b) Asacni*oprtis for disbursomnts after FebrvA ry 2S, 
00l, as asneavt toth ntaBaklwtVoitepticais 
of the private banks t the Central 8salk' rediscount Adotber lending 
v7roSras an equal itipublic mustan vsis aike bi t..asitte4 to the 
Lg;Islative Asbl7 for review and Aafl.Eeal 

(c) S*roal *evenntts wore odified or aided relAtlus to the
 
tplamontattIc of the dollar id local currency pregras and C31
 
l!ts~attv rquitamaents.
 

a. .the ?MD was revised to iaclute specific waogorles and atouats 
se of *.#&atCarveaCv *aeatAlo fro% the ll**ofu-k~ugforelii~ 7i iu! i ;;;t * a ],a 	 7 7 ................
; iii ii ; i;7 77 a.7.. saa ha 7 771....... ......
7:717 	 { 


* 	 UtIhenf tram:. Msttvittoi to te niautf4 by the Cota M&* Cgltion 
for %i~#me (CW!*)tttiIe will to Itr.to4 to the t01ifvim 
tetgories #Ad Tospeativo t4vols of fud*nt 

177:7iiii i til 	 '' i2

(1) So.tial 'Andl otenice:. activites.4 a'. a 	 ltvasvmgf#!ebtuL 	 aid I1.t tetitzont~d )'y " . 7te 

,{ 	 to 127rove the statarg of living tf th. rutal and:r444s}i{M1IC-tviii ifftsl)....
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,'itndA~n the 
txt of the MD and t rvs the reevn covenantconcerning. the Oatablishment~of otriiAnd reporting proceduresregard to tho us* o(th inloca Crrnc credit resources. 

gisantOn Decem.br 3,1982t rrank lStaell, counselor to AID#a5. illion loan 4r#4 a 812.0 million gr~nt cleft the 
<Xcmi Supprt Fudto the COtC41 Bank of Costa Rtea(ICR). Nnds forthsptOgras were roently appropriated under the Caritbean Basin 

. 

-A resuelt of the DA0C rev ttw of the Costa.sa Mica PMOD, which was hold onNtovsir 9#1916* v al coenants were sodigged and added relating,the. icplemontation of the dollar and tolocal currency progreas. and>A44tnistration conxitsonts to the supplqtontal authorlaing comittees on
th P:.4 To be responsive to the FnA itsent that a portion of the local
rcurencies generated by Cat fua be used for purposes Consistent with , 
.<$4tios 10 ttrua 14* of the ?M,#to the saxisue extent feasible# the*Jovonp ovenant was Wdeds 

. 

'Tao stablish in form and substancesatisfactory to AID tepottirl procoduros and criteria to be applied to theteeqoflocl crrency.credit tesources (with the exception of the colonqqotvalnt of 85. alltion tot rttage financiiq) to ensuret that special
castis is placed on lending to smell, and medtunesige cocpanies or
 

M:sdditions to place special ePhasts on the provision of credit:r4sutes to miall, and Fola-I*stt fgirms* the PMD van modified to read attolloos 
*All privato produvors/ oxporterts lincludirg awricvbturalst.~ot-t4ustrial and industrial) will be eligible to apply throu.gh theparticipating bankis for credit #andot the colon equivalent of the 953.0attion. ,Priority attentiono however, will be qIiren to small and meditmst o owpanios or oooprativ*& in inrde!r to maxislie the dovelopental,tmphee of the oredit progra such that at toarnt 10 percent at the creditMfteores will be mad (or loans under the Woon oquivalent 4t 125#000 andtht inaxim loau'ito to any one bofrowor will be the colon equivalent of 

oOttaionDurig h*tw'e Missitoo toptesentattve and Contrat bankoffettso vb#q#t to the #MO author rt Or"At IitwVal doweriftd that"r~nrogti~t rblorr Osa with t1he criteri, ard @venAnt outlifne4dbwt. 46 4.ta W0401toita. the sue tit all )*ine made by the banks itNo.NN' 

n A Nok Ntfft 

NN 
N~.,'5NN POW 
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-o' t no sk e "alt*'poosdn F ~t ttn 

3rcotl zoxcomigYoidr 4t 'wjId994 aegnd .tas'kr n ad41t~onblt . 

S%040 or *Vna 5040ta s loan ceilings wo* dbq2
 
Mut~~r4.0tve) :"costs ta ag fitqs Prvd tuandsof~job 
 444 

anXtloiAf exports and requi'reff~, order to "intain *tofnncn~ y'.4 

isto be provided to t?*,private sector as & result of the proqras will
 
Wnstuio tM W14)of alltq colon credit which will be etended byall


ofo~sts hica's banksi 7twhofre:. restrictting those tirts' *c.;i to new
 
bkcei toRb ....S.150000 would be ountqtrproductive. 

wo hV ~ecviewed the MiatoQ's ratio,.le for deleting (toee the FAAD the
 
~switte crtta it.*. ton fervent of ti.. credit ,qgoggqqs for, oans
 
under 1250000 and a 820,000 xs4~eiws1la w. One tor
&Ut or .ny WCCOVOr) 


Mheut*of lo4ct wrona cr*4tt ee @Oa such
cosource nd t 

plao4onheproitonof cttdtt tosnt and sediwn-ss firms This
 

scphsts will be vorttiod by xiintalninp the reqiremenPt of establishing..
 
repotngPro vr95Ric~ptabIO toWAIDasIndicated lin the following

C:~EvIi4'C0nant vO$oh will be included In the PF# To establish Ini (to
 

"and substan satisfactory to Adso reportip, procedute on the, uso of 
Qiocal currncbO@4IIt rosouercom (with tho exceptiono f the special credit 
1 ImeOt the Colen "ivalent of AM@million forMortgagefI~nening) to
v~tt~ti' t eligible fire$ within the pitntam of assistanc to onterprists
wtc the Ovetnmsnt of Costs Otte& Is p.osting will quality for local4 

ciedt ndrsoucesvr~fvspeial*"h is to plaed on lenino to 
sui andsodium-sist cov~nistg or coeratiwes. 

saY aaqnd any Mbo~ it 0.9 a1ne~et does not present significa~nt policy 
issu*so It has boo Ottrslve that the aeodeenta being ptoposo In. this
 
N*Vot do not 'praant sueti issaes.
 

*t= 04110~That you apporove 4000dent5/4(P#1M as .4ndoted &be,#~; 

0~~ pi Wm p4 

AtPoY 

http:ratio,.le
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PROGRAM 	 ASITNEAPPROVAL 1)OCI)IUN?T ~1<~ 

RICA: 	 STABIIZATIN ND-RICO VIRY-PRO0RM 

1. 8WOARY AND UC00MENDATION 

A Economc ackground'iau 	 ot 

As. has bonwl-ouetdt 	 h ~ttoysrl.csi
111410 	 to and will1 experience- further,~eonmycontinues deteriorate 

decline before 'necesry structural adjustments are inplace.i The economy
continues to be plagued: by anannual Inflation, rate estmted at 92X (as
meassured by the Incroise Wn the conser price tndox for low- and middle 
Income groups, August 191- August. 192),. massive currency devaluation,, 

cninuing CD? decline (projected at. 62 for, 1982) and masive public and<~,a 	

private' external -debts Coet ties wt 1 continue to experience sizeable 
balance of paymnents difficulties due principally to hiigh- levels o 
external debt service and because of projected slaw export growth# In 
1983g Costs Alscaould face on wiftnanced balance of payments gap as high 
as $565 million even after AID,#my and $130 assietance to takenm Into 
account* itits external debt to not suceesfally rescheduled* 

Recent 	 progress has been madeo however. to October 1.962, 
agreeet .In princplewas raed between the, i? and the COO on a 
comprobe lve etabillitattoo program. The resultant Letter of latentp 
uhtch, vs signed §at the end of November, Includes the following targets
(a) limits on the amount of credit that the Nlational, Rankng sysnte can 
provide to the public sector, (b) no further decline to the level of net 
Intertnattoea reserves, (e) limits on the amount of foreign 10a04 with 
gAsetrttis 'at less thfin 10 years, (d) r qUtrements toot ting current 
Interet obligettons, (e) .utieattoo of the* interbsli nd free exchauge 
watee, (tMeetst of a tax retorm paehaje, (S) Increases, to the, prices 
to - Intereet rates. It Is tpqtid that the Standb Ageeet i1 be 
forsolizod by the end of Peeeinber. 

?MTe@. studies Incude Clarence Uvebs 	 AJr.-AXtyo 

IOU- (for GMO)and, Octoer 1.99 19112 (AN III2) A0edeSl do 

NovmbeIOUtwa 
r-"~ 	 .-- , o nel; 	 sfd;Utrsit, 

. __ _1t~~~ Stim 

"It -"~ -	 - - wa 

~~ .......... 
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lNONE 

SJ
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"e konoutc Support Fu*nd program ts dtstned to provide Costa
Ries vitfr critical balanei of payment support and to assist the 00CR in 
s ttstnlngI the objectives, of the QOCRDMF, program and to carry ouat the
cOhanS55 tofiscal. monetary. and, to' Ian exchange polcscotiei, 
thiAgrsisnte 7he signinj of thoLotter of Intent wtll~be a conditlon 

<- precedent to sI ptag the ProgramnAgMreement and~the alpIgne of "the 
Stand-by Ag*aitnt by the myF and the 0QCR will beonqdition pecedent 



to the second dimbursmgent. to additions this program will support the 
purposes and- provisions of the 01 .supplemeutl legislation, and the 
objectives of the Costs Rica 0B1 Isplownntatioo plan for private sco 

The proposed *70 million protge will consist of a cash
T ~transr. to the COnteal Bank of Costs Ries (SCO), of which 5 

million will be a 1.n and ill million will be's.grant. 
1b grn fud are~J neesr to #activiiest be c
fun -aie
 

out through.privt and voluntary organiza tions and cooperatives That 
' Ous Rica constitutio prohibit. the donation of, public funds to 
private sector Iinstitutions without, specific Legislstive Assembly 
approv I of Msh trasfer, The CIL Authortsattoo 3ill requitee thiat 
particular MOItiis be placed on MWand cooperatve activities to 
utilizing 'local currency generations* To be rosp ive" to, this 
direttono toads made available for such activities must be provided on 
a groat basis. - Z aditiono if the $12 Million were to be loan-funded ... ..- ~-4to te000,i!+ ++ it, ould constitute I4.3X the + -+:++++ fiscalA + +++++++++++++++:,!':+ + of OOCR A+i:+,. :,++ de-ficit+ +++.++++ + :i+- 

+++++:~~~++ ~~ 2 ':++]+++++ ++++++:++:,
~~~~~~+ +++# + 

=der. the0 would endanger .+nAmRica's++ . ability aloe - Iroraman -I ''++- Coas :+++::+++++O' + ,A++iiA+.ll~
 

IM compmnete Of Lhe progwe. are$ 

Auusatio ll i " cas1l-Wthin mnths ofoaott106 t throe
th0alabloo of lebrsetof'te'cah transfer,, the ICCO will 

lose 'than that dlbtned-vader the-cash trau or for the, iqa of. ra---w 
mat tls, tatermedlte goode sd spare parts- from the- United. statese,-

44 prvt be of the b1tiolt taskn Sytug as well as, through 
~prIvsts'-C~ p1g istou ecow evse priori ties -and: s's tees 
asae hy iu t h QI wbhh et bv14$ho- rts 'of -such Items no~ 

ICCR:vt I iocmea tof eomdtttio by the privateImpo 1ible 
#wradpo ido "Mt a report thoe trasac~ins,-thcA*slo of~t -e 



Disbursements to the BCmanoexedthe 'followingschedule: 

(Millions of Ui.. Dollars) 

Loan Grant Total 

Initial Disbursement $.0 $12.0 $2.0 
Second7Dibremn M .0'Thir Dibreet 
 $1. 


1
Fouith Disbursement $10.0 0 $10.0Fouth Disbursement *10.10 0 110.0 
Si~xth Disbursement $10.0 0 $10.00 

TOTAL 058.0 $1. 70.0 
Disbursements are scheduled and conditioned in such a saoner, to order to encourage and support the Ot0R~e efforts -to -formally enter Into &bide by thle ,conditions' of a, OOCt-MmF'.and 

.toAgreeuto anid asure progress towards the policy objective of.
permittinsg 30CR rediscounttn opiaebns 

-

The economic analysis indicates that no problem shouldexzvt on the domand side with respect to the amount of foreign exchneto" be made available by the ICCR to the private sector withinb the
spec~fied time period. 

.2,, LUesl Currncy Resources 

(a) The colon equivalent of the $56 million loan portion 

-~categories.o credit for thb private, productivesectors- (a)7 the colo evlent of $43 million 
U'will be used byte to Icese the liquidity.... 

.......................... the public commercial bans i (b) $10 million 
colon equivalent will be used to establish a opaoialWIC t li1ne, which will be reere exclusively.
fair, participating prtvst. banks, and 'from vbioh. ....credit wilIt be extended to the private rsector 1 and,.(a)the coo equtvalent. of $5 million will, be used 
to flonae a. specill credit line to the Nationale) 

Savi andUmn (tstoa, o Aorrystm atinal 

y4 -t moo WAP) 

~~~~f ''?.7 '54, 4 
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T~1z~Tr ~the ",46tE'Ru@a: Coali t ,Devilopmnti Initis'tos 
assKetations This fund wtiii beK used to financevarious social end economic development -actite 

to beie afedI a Hoo-n-'ofUdrt~u 

betvenm :,itD. and CISI. CIND9 'will directlyadministger Hagtoed number o ciesend 
mma the- reinder of the program througsh activityagreement, with, other PYO and cooperative
organsasttons. 

Cs SarrovwffJ'entee, 

The Borroer wlflbe the Centralwhich wiIlI, Benk of Costa Rica (SCM')sadminister the loen and dollar portion# of the prot tamthrogh he ational Sakn System* The Costs Rica Colitlos forDevelopme t lattlatives (CINDI)l will administer the local currencyprogam financed by the grant. 

die roee conditios and covenants proposed for the loandiscu indt SectionT of the, IAAD. art 

UaAzuID/osa r the g**gsaanm bso revommend ubrtioof~a kowsi Supr a ono $92000ada ioo Support
hand Grant ot 6l2t@OOOO.0 The dollarIncluding a too loan wtII be repaid In 20 year.,year grace period, The inter~t rat* will be 22 duringth roe* period and Uf thrftters
 

144 
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A, Intodutio 

A dettled analysts of theq current statuis of th~e Cota Rican~~<;.Seconomy was prepared for this 'PMD by Or. Clark Joel# ROCA? RegionalHanoi Advisor.l The :report, to entitled Costs- Rica* Update ofMcroeconomic Assesent" and constitute* ANNIX-11 of this PAADa.1/0 
In brief, the analysis concludes that Costa Ric& ill face an 4 

4. tan~ balance, of -payments gap of as such as $565 million, in 1963 
ofii: proposed4 A*4.D., ISO economic assistance are takes 'intoater flMFp and 
account. The, bulk of this gap is attributable 'to Interest payment 

4.,~ arrearsIges which will have accusiulatod over 1981 and 1982. Thesearrearagest and future anortizations, will clearly have to be rescheduled;CotaRcasdetsevctratio would climb, to the obviously 
. 

unsustainable level of76 In th ev nhatsuccessful4 comecal banksad faris Club officital debt renegotiation were not attainod, 

A drop of CDP of 61 In real terms to projected for 1962. This Isparticularly dues to marked declines In fixed capital formation, a sharp
-1decline In imports, and & *or#' modest decliet eprs 

-~> pA final major point suhaotgod to the analysis to the depth anddegree of the (local redjustment to which the 000 bao comitted itselfioreaching agreement on a L~etter of Intent to the W.V for the concession 
'of a Standby Agroement. Political pressure will doubtle be considerablefor~ the relaxation of some of the targets and polICYL changes implied, butItito clearly understood that, particularly tn the taoeor the ufortunatehistory of nooopliance with previous IMF program over, the Past, tew,years# It ts imiperative, that there be full compliance with this 00CR-DSP I 

Th follwng several sections htshlijbi the major points med.,
and conlusons resche4- io the lOCAP Regional Ionoste Advisors -update.... 

- 4~.of the- current econointe situationo 

S. IkeSaleae MfPam.to on 1982 old 1983 
'~Costs ica's current belanceot pymeos. crisis haas Itas origin.

alltofC~4eal uwctnt s c ha"te bm desibeId, and 4iscussod in virtually
~"~aljW '?Mbt danoti * band/ he76Nission over the past .Pe.~heefcosy two 

- fl,re (~ a~advese ters of tta@de shift' as offe and sugar 
flana~
'riS " LI 

-~~ rticularly for ptro$eus ro@ (2) s-sbsrp4eeline in sales to thoiCA01-~'
#da to pltical tormdil and, the ofept5554 'conmic c*odtio of~kho.CC4C 

A eoyofti repot ha been plosodI" the WA Oficial Sul Me*
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V .. 

supler; 4)~ teincreaily, &cut@ problem of do tsvt jwhich hQ27g 

~affected the COK its atpomo~iaeInstitutions, and. the priate,. ector;>'

and,(5) large public sector'deftetta financed by credit expansion. 
 .V 

Kay point. emphasized tith@ balance of payment. analysto follow, 
0 For 192, the DOF projects tha net intenatonalresrve 

wifllhove Improved by $100million by year's ends 

0 	 In 1983. IMF projections show the unfinanead balance of 
payments gap to be, $539. million after all. expected
compensatory financing (other than IMF)Thas been allowed
for; moat of this sun wilt cons ist of tha rescheduling of
Interest due on arrears&@* accumulated on the foreign debt 

4 	 In 1981~ .a 1982. This projeion*a.g Incudj~Ies an alo forc 

$ 100.0 milliton In A4.IDo. h3S balance of payments finmncing 

do## not include the anticipated $100.0 million or IMF
asststZne (pleae reer to Table 1, AWNZ It). 

0 Ateratie pojetios wreprepared bythe ROCAPRegional
Economice Advisor bsdon di sssons with Costs Rican. 

. .Central7 Bank officials* Thoe. projections$ oven fe
allowing for the $100.0 million of DIF financing, *W
considerably worse picture. with net reserves declining by$565 millions The diffrence is accounted for primarily by
less optimism r'egarding export performnance, and -lower
estimatsa of official capital Inflous (see Table 2, ANIU 

o SpIte the difterencos of degree In theme projections, themagnitude of Costs Rica's balance of payments dsqiiru
is readily apparent@ In19836 h conr wil rqutr* $638 
million to iac reaso rnialaloe adaadditional $469 million for Intere arrears. This 
csituto the major part of the bale of paymsent# 
problem. It the debt' arreas situatio, It o$aknIt 
This,# rowevert include, the <AIs., DI nd ,ISRO
Compensatory. financial ulion$s whtich the. .. , milZ? wvtbout
sifinaced p wiould still be aroud$00oelio., 

prncpa pawt du 	 etrnloffI I , dk tn 	 Is ao#I"sorhanli exors wa are "riSh ats 3*par For 19820 tby rtio A.i34~~ 
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v1,41--be-Just-oe .-8 >.j:. -,only-, o44444,4>444 4 4.4444. 
,4deliin ex and aI g 4a

helps to 'explai thisdclinn; eport country, can, serviceyaclrati to44.~mb~sd efectofstai No *a rid aebeu:44acrued ~ 
444444440444444.44.44 4 e x4 p o r. t ' a n d i t mt o . . . . 

arrears, an wall as, principal repayments, coming due In the Pedium term, 
4v4~ will have to be. resche 'duled over a considerable period. A restructuring

commercial 4.., necessary$.........................Costs ++i....... with * 4 4 . lenders be444 ...... and a 4''+
of.........................Rica's..:* debt. ..4 .,4- . 4 ' will 44
 +.'++ +>'44444'+Y+2 Club><~ Parts renegotiation ito also clearly .call1d for as soon as possible... K 
<4< after the fousUal eion of an IMF Agreement. ifoveverp the precise .scheduling 'of these negotitions, 'and their ultimate outcomes, remains. .............4........ .. ++ ++++ +:++++++'.444.44 4.'4+4>4+'44. - 444.4.444+
. .. 4. 4++++++ 44.444 4444 ++ i!i ++i:+:+4)44 unclear. The folwing table depicts In graphic dotail the evolution of 

++ .. 4>..> <4+++++++++++++++++. ++++++:+++++++,, .. 4>++++++++'4the"+.00CR'. >foreign profileSCover the " past 4'+";
+4'+4*444' debt KROSOfTR~4few years:054.4:44 4.'4.4 44 . t+ - +>, '4 . . . .. . '4'+:,i:++++4' ++i 

4', ZXTERNAL PUBIC OUR? 
(In million of dollars) 

Herchndise Debt 
Merchadise lerviceInterest PrInciga1 Total Wxorts Rastio 

44 4 of (4)'' 

1979 129.5 21.3.8 343.3 942.1 36A41960 159.0 253.7 412.7 1,000.9 41.2 

4<44 Proj ected 

1982 466.0 306.0 712.0 96000 80.14 
;'44'19$3 545. 35. 0 78.0 10000.0 70.0 

Unpaid
Are as 

34s 19 516*6 714.2 10230.844 

4.4j+p,4 44 44. +4 4 + ++ + + +++ ++ +++++++++++ +++++++++ ++ ++ + +++ ++++{ ++++: +++ ++4444 444L+++++ 4..4{++++:4444414++++++++ 

tonstant pries, COP to expected to further decline In 1982 by 
4X4 44Las14t 4< 4yeav's drop lIwo 44<44<4 444' ++ 

variously beuen + ++?::+"betwe .+!++ ++++ +++++ etimated :+; 35 and, 4,621+ ++ +j + ?+ +++ + ++ +++++++<4+ 4 ++++ 444.4444<444444+
. 44++::+++++ 44+ - ++++ ++++44++:++m++ ? ++++++ 44<'<44' -44444: has !iboen .neats 4444slat* 197914 and real nationl_____. Opt4>4.4. <44«

?+' 44 .. .4.++++++es 4<44<4.444snot44. Inreasd sine. . ...1978,+++ 
4 
++++++ 

44,! 
4 4 .,i:]}44, Jtme4 ',.mug. .44.44444.44444..44.444444>3+4:. In182 ixdcaia 4<4444+44444<44444 4 1 .444>4444444.44.;444444444444 4<444fomttIoan I"~mOrts and exports ahow the .,<, < 4>44 4. . 444444.444'444«, 4ont dramatio drop.. For 19$)44.'44444 

444444444444444soro, Sroth lIn'the COP is proeceted* 
44~ 

+4« ;4> W'4444444444444,44 .,,:4 
............. 
 44444'+ieTh setral, breakidown of 00P Ove that the jar$wt '192<: + ++: 

> 444.4 

'<declines wiltl be to~ eoestrwois dawn by 402 in commwres down yM 
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poricularl his ben shtttfring. a continued decline for several years as
government public: worlc contracts' bay's fallen - off dramatically, tho rate
of retturnon housing and building 'rentals has beo...sharply negativet And
credit for private housing has decreased.: 

The goa of xo CD chng in19 is predicated on the A.I.D.,IMF and IRRD compensatory financing cited In the balance of payments
projectirons, as, well as on the needed debt rescheduling discussedearlier. OtherwIse, maintaining real 1982 GDP will prove impossible
(pleas rWir to Table 3, A1PhRX IJI 

S. Fiscal Situation 

The G0001 has committed Itself to a drastic retrenchment of the 
public-sector deficit as part of the overall package of targets and policychnges agreed In anticipation of an eventual IFAgreeisnt. Although the1982, public sector deficit will have increased in nominal terms, this.deficit~ of 9.6 billion colones. actually represents is decline In constantcoloes over the prey 0 #7arse In 196), the deficit Is actually

proectd to drop to 6.6 billion colone; , which would be a decrease from 
Ina' l tem fsm 3 p* refer to Tae , AII 11. 

The Costs Miean legislature ts currently considering, and isexpeted to pass, a comprehensive tax reform measure, which will contribute an additional 3.1 billion colon"s to OO revenues. Among the measures
being debated art temporary surchargs on the corporate Income tax# an
Increased
and 

vehicle tan,, broadening the coverall* of the general sales taxincreasins .Its rate fro 8 to 101, Incret5S tae on selected consumer goods, and aubstantially raising the property tax rais.£ 
,< 

INe Central Govornment's deficit Is projected to remain , In 
4absolute terms# approximately the sawtoi 196) as In 1962. This menscotraction a! avproxImattly 352 In L~ terms. An evon greeter deficit
c4utback wIl! be realised iro the, autonomous public sector, where thfSvarious @tate* enterprises are committed to raise their rates so. as..oeventually eliminate, defiits. This is, projected. to result in a decline 
In their consolidated operating, deficit from 5.? billion tao"to 2....billion 40310M1i(current Lpws"i' which meau. a 4702 roauctios, in realj 

44, ~irou increiiii have pastmonths to several key areasasuch ass electricity, which has bee 'raised 
~ < by 7? to date, with a further 45t raie planned over the next ,few mnths i 

tems. F rat* takuen place over the saeal 

gaslin# hichi has been raised by 69XI, snd wter, whichws raised by "I0inMrh$18p ih's uter 02 railse planned, over, the next several
 
~ months*_ 11Riod telephones postage and public transportattoll fees.,haes
alo:be raised su.bstantially to rtftt 1moths. with the proolpeet ' or 

9~s<~<>addi mAu hikes Inthe'futuros It Mes been agrted with tho' DI that cost.. .,44{4j 'ct~es Iicurre by state entirpriiass illJ be passod utomatitally to-

~the public* Thl* would aw$s lotrj11 that Introases In the intirbank 

44~ 
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eMchadng to~'theIMF's iojon os thi peeotag will4fall~tfromtt f50% 
F Foreign~ ascastRegimeimotd odssc '5~~'& 
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cobie effct stalznmh.oonserirhihyvltlofnaa 
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333 pol rti dUnfoetuately, hoeve, ter apre alosroucgs Iniatin tuhatof
tefregng tmsor haknlinga the prqiceofionend rvistin pod forg

'txhaepurhaeoffegn ox'efct vr h pa voyaevriul ca 
t~~?herehage cedit demand and exort~ ntrest markexs and vaes)n

anccfoacC The tolic at ohe omen *0 homieerto reetmhasvr 
ameneent tot serals lankaw, nyt adopion ort oeoe f erain

affeatine anced troviingh adi foreign o exrny n hedcanesave of 
eCsts tiassaudyhing Spplifr ecto coesfidmencetretabroa. tisark
liudto f5 fexport rtnteyoeerpt, the Inrano st# indieatons1ha
toth fragititngpaewih5Xoexrterieoat anf lone vtting Oeiod fos 
the urhae @forig exchange. avial33ti ae o hmotto ' 

of'stre' atm#curncldn tootshraw, maehage Ieredate s)capta os. Thro :fheial re* ok rate# whic to currental"y lit eapplictathilit t, weries doellars ms 1 frchsd toe teporta tin 
3 meiatos aebd fso prvdn capitala eepsiain ontser ou 'for 
fligt* Deand tside aroad uthol' channeott markti Wme the , s f o 
stheo rae al vt# whi95, If' a thnd the btrxortody vnery oaa t moment 
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AlForeign cngen ewillinsbe as e*..bookrateto ioer of poie vlabuidatd.wt thetement Incldo theu tr ti reqiesetoinsr thde bnroviyns beprdcr reyrng imette ofnredts tyo 
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taeswhch are levied on 'the * exchane differential',"'which to the 
4differene hetw*0 the official and tnterbani rates. 

'"4'' "4 It the produer_ barrows foreign exchange from abroad to finance 
SIported ite. the borrowings must be liquidated with the BCC at the 

interbank rate. As the Import purchase transaction occurse the
produer/importer is then allowed foreign currency at either ths Interbank 

~~>~ or the "fre*'* bank rateo dependtng on whether or not the Imnport is on-"the860~tratete* item. list. In order' 'to have access to foreign currency 4at
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letter at credit from' a foreign. tender to' purchase a "strt egic Import$the producer/imprter mus have registered the loan with 'the' 1C to 'order 
to secure toreign 'currency at the preferred Interbank rate to repay the 

sicet4 adoption oftenwsystem, the colnsollar free 
exchngerate ha&s dropped from over 63iZ to Just over 50=ttoday. At the 

name time, the Interbank rat*' has risen to '40s1' (from' S8il). 'Thus, the
differential~ between the two' rates' has been reduced dramatically# by some4
609, 'In the' relatively short period' of a couple of 'mo'ths. it too
hove ro'"not clear that this 'recent drop In the exchange' rat* to ton tact
due, 'to an 'actual attatweot ot 'dollari.. equillbrtus. Informal 
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i$. eatr epertift Soeth)7 nor to accordance with true supply and doead
tforce# She IMP Standby Agreowa wilt establish strict criteria for the
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order to foster more efficient reaotirre allocation, and 
monetary and f Isca polIcIe(s designed to foster greater
 
internal capi tal f ormat Ion. 

The program proposed In t l sI PAAD i; In direct support of theseobjectives. In addition, the p rogrram supports the objectives of
Sections 103-106 of the FAA. Altio, the loecal currency grant component
of the program finances act ivi tie, consistent wlit Section 123 of the 
FAA. The relationship of the proposed program to FAA and CBI 
object ives Is presented In Sect lon IV. D. below. 



I ilo A. ahtase o te eta ak fot A7 

RIa. of whichi $58 millon will be a loan, and $12 milon will be 4 grant# 
20 A local currency program equivalent to the $70 million cs 

trnofer, with the followin sub-componentes t, h 
Aas local currency equivalent tote$5 million la 

portion of the cash transfer will be channeled Into productive private ; 

A 

be local currency equivalent to the $12 million
sra-t-fu dcrec exchange will fund rVu,;,uperuas cttvitte 

It0.S. Dollar Resources 

dollar 

Use- of i*S.SU ollar ~P~ou 5 

AVA, $70 milion cas trnse to th Ceta ank of Costa.
Itic(8 ) t proposed, of which *53 millionm would be - loan and *12millIon would be a grant. to the Central Ban of Costs Ries (SCCR)., Theclnproceeds from the grant -would be made avai lable to. an. umbrella . PVO

""s7*crtbed to Section IV#.02* belw. lime loan portion of the
~transactionould be at the oormal A-4.0* loan term for which Cost RICA~As ' eligiblet ae 20 year loan with a 10 yea grc peri, 22 interestduring the, grace period$ and 32 thereaf ter. 

Within themotso utetrmnto of isuemn of 
th cash transfer, tn, IC will make avisl to prvt mpre*aamoun~t of foreign 3o4b4nge equivalent to that disbuired under the cash

~4A~AA.transfer rfo t laIport of -rayr mtertila, Intermediate, soods and osateparts from the United States, The UCCR will sel h dollars Itmakesa vailable through the public and -private ans of the National Sanking
sys tem# s well as through private> ti blras, to accordance with the 

:~AV<~ p rioritiesand system established by the $CC&, Asssing that the planned,,,hr_ transfer disbusemient achoduwo, 'which. Is described, in 'the ,following.*sotton, Is adhered to> the 5CCK would have to make available, $70 million, 
4Ldf; 4rIusnQighu, month period,, The private sectot's eight, moth foreign

Oxh46ezeana vq oioepets tor raw materials, Intermediate good$' snd spare 
A-aoto~I fro*, tme U.S. substantially eeeds' $70 W lMon. Data provided by 

-o t f raw miaterials andA ntomalate goods. from time Pt,Si :41oo&~t alo $~21 nm :(no# Am"~ 11XI page# 26-27 and 'Table 16,44 

. 



Morove,te CCAs nw oreign exchag alocatonpyste and rorlGofavor the Import of_ ray matrils and, n~ P,3w IlarmduAte,/ goods.... 4d.... ....
 
3CCR maklnq 0*7O tion atvailable' ithtn~ eght monntb perlod for such~vSImports from the U '30' 

.... J .'...... 
I:++ 

i 
2. Disbursement of U.S. Dollar, Resources ++++ r+?++ 

'4Ca4 
 sh 'transfer disbursements may exceednot the monthlydisuremetsIndicated In the raooing schedule, 

Loan Grant Total 

Initial Disbuaiwma 8.0 $12.0 
 $20.0
 
'Second Disbursement$000$1.
 

Third Disbarsement $10.0 
 0 $10.0SFourth Disbursement $10,0 0 $1000fifth Disburasmi $00.0 0 *10.0Ith hDiburomen $--)0 1.
 

ITALTO 056.0 $12.0 *70.0 
Disbursement will normasIly be made at the end of each 

A,.l4> month. Disbursement# beyond the second trancho will be contingent uponthe #I I, of and COCK compliance with the substance aof the DIF 

Disuresmento beyond February of 195) will also becont ingent upon submission to the Legislative Assembly of an amendiment to 
the Centralsak law to permit the participation of the private comsercilbanks In the Central Renks rediscount program on an equa basis with thepublic banks. 

..doto ..... onro (such s+'+
furhe
 
in.t.........of a 00CR v o
event tho F ....+#.Do will 

- determine Its actions via the following procedurs M4.D. will 
- -1 "'despatch to Cost' lies one or economit++ + ++ i +i t er 

"'4,,.,.' ++.+++++++!++++ ++:+++++u:5++ ++ +:++S '+ + .+ ++++ .+ +,+ + ++++ ++ + + +:+++
+4A..+A+ seriousessc of the violaton; M~ the. 4erodue r? ++++++++++++++++to which the violation is 
+++I++ to ~~~~factors the Soveramntc oto (oc ++;+:+,+beyond -+:+yS , , ,.,+++++++++ s utedeterioration of the terms of trade or decline In the real GD?); (a)+++ +++++++++++ |+ ++++++ +++'+ +. | 7ii~ 
+++++:i +I+:4+--, +
414 to-, t dree .4+ w +++? ++ violationwhich the threatens the overall economicstabilization prosra (d).whether~ A III It represents s w++an of, the ,will of the government to topty with the terms 1 <V,of the I? agrieemen. 



-- -----.
d4 tI fU 

In d4sxln$ th program, the Mission -wighed the norits. ofca&sh transfer. ve a opodit' - Imort Proram (Cl?), and the. experience*,~~~htot sote ountries, in the Caribbean Basin and, oewoa , I sed 
on# ananlyt# of the advantages and disadvantages of each~ approach, theMission concluded ,that te cash, transfer mechanism 

7 
was the only seans toacheve the objectives of this $70,aillion progrm*,.., 

TwNo of the princiLpal objectives of the program ares,,(1) toencourage the 0CC to eseonto end adhere to an DIP Agreement and (2) toenorg the 0CC to, modt y Its bankingt legislation to open up -direct
Central lak leading to private banks* The Program Agreement will containsubequent Conditions Precedent end a Special Provision which will permitA.X.D. to suspend scheduled- distarsomento should th~e above mentionedprincipal. policy -objectives be: In jopardy# Furhemore, the 'cashtrasfer disbursement schdule, hiss been designed to maxtmise thepro~blty of OM success wihan IMF program. Both thie "lever o" of~'having the right to, suspend scheduled disbursements adthesupr lives
of~voll-tmed dolrInflowsUs, to theIF por would b otwt,&_CFi'nature' f the CIP mechmnism to such that it does not ,permit either 

~this ty"~ of acheduling. or, the, Infusion of foreign resources into the.aleodoy, wh.enn needed, ?urthermores the Costs Ritcan private sector Is..alradyburdened .with excessive procedural delay~s with, relard ,to itsaccess to foreign oxaanjol adding thome ot a CI.? would not be, helpful.to addition to the Inherent characteristics of the CIP ecanissm Itself#the esabliaheut of such a program In Costa Rica will require fram threeto six months to set op. Alsoo the administration of: the 'prograim would . .7tax staff capacity of the ICCR, at a time whe theyar....................burdened with the.
proemw of resolving the current economic crisis. fnly h t&".proach would. require Mission staff time to administers the ission doesnet have, nor does It expect. to haei 4t day time to the foreseeable 
-future# the staff rmoetes to manage a OF? program. 

on the other Me.do systems aliready exist Insets Rica wichprovide reasonably good 'assurance that additional foreign exchange wtIlroauch the Produtive entrprises. 
"0mr inal$401 accouutability that would be obtained 

W tug U.. C?? to Costa lugs does not Justify either the to" of controli, the timta 4 effectiveness of disbarsioento 'Or t6, additionalload*Athe Itaited staff#~ of both the Cniral Renk ad ibth A4.I#D Hiesteas thecapacity of either 8""~to mutaisl the program is d."btfui, m''viewe Of 
7Otati dem~pdo to dealgman~d Implement the breder e4400u16 rotorms 4ad 

X6anintt .S. Rgtar ja.aryes 

ollar disbursements of i thcah trasfer willb md4."fell fo bot te loan and grant portico -of t pr o.~ 
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Dis~brsemet will b, made Into it SCCR account, in accordance, with it 
Inswtructons. It Is *sn1tpato thiat electronic, transfer of funds, to,,* 

soo o' *ktyetbd ~8IUEI. 

C. Local Oarrency- Unourcos 

uiii1 .T1$vsyt.7 bii*.o i.p. t~ T 
The colon equivalent of the loan portion of tthe cash- -W7, 7r7h7777:7 Of1 Vt7 f 7y - 4

tranfe~fr will. be iu to financ three categories of credit and for the 
privet* produtiw soctor()Th colon euivalent of $43 million will be 
usad by the CCa toihelp ensuri the iquidity of B= bidgete4 credit 
prramsof he public commercial bankal (2) $10 million clnequivalent
will be used toestabish a special discount hue, which reserved 
*Rclusliy for participatin private baniks, and frohich credit will be 
extended to the privatesectorl and (3)the colon equivalent of 0million 
wii be used to finance a special credit lin, to the National Savings ad 
Loan Sytm--sesMcinld euiu, y P~t .SA) 

as.. The Accit creditI'r*Lram 

TheICCR wil utilise the colo equivalent of $43
million to permit as increase In195) over the 17 elvoe of unsubeidtaed 

by the public commeal baoks to the private sector for Industry,
agro-todustry and agriculture. In 1982, credit allocations- jy the ACCR 
for programs Kciopu). nearly 7UUWWI7 colon"1I7 The ,cash{ these totalled 12.4 billionW.P 

transfer will permit an inrease Inthese credit programsln 1983 by the 
Clin equivalent of at least $43 million. 

Doem ta tioa of the increase mill be satisfied by C1CRreports of the National BAnking System lending through thee progrs.
?be A.1t0. requairemt that the credit be extended excluiely toth 
privoto sector will be satisfiled by virtue of the M11 program prohibition 
on~ Increases to banking system credit to publc (000354) enterprises. 

b, The Private Ooank Ollcousit kint 

Private beak response to the placement of the indirect 

6"agod aThe sweet atsid for private banks under that local currency 
programvi t quvltent of $5 million, Under this proram anwas e 

th~ e~ M jtt waoo 12392,40 colon"182 exclusive oft redit for 
tattle ratsi%# hosin, commerce, aii~e", personal Aines and other 

f7t 

' 
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additional $10 millioni equivalent. will, be set~aside for Indirect
di ovp& to private banks The dise'6unt 'IIto ' Ividrect from the 



-t~o t-, i -*Vao ak- co--=u8)itermedia ry for the discount o*peration to take, place, Until the
requred~ legal change aremd to pemi direct prvt bank
p+~artiipation -In RCCR discount Jines and other lending., thi progra~--
ill be: Important assistw~> to in the growth of, private bankirg In Costs

11ca., The emphasis to this crediline* as to the present oneo will be 
on working capital -finning for non-traditional exporters, 

CO The secial Credit Line to the National Savins. and 
Loa n(StAP) -

Am has been pointed out earliert the:
employment-intenstve costruction sector has been especially adversely
affected by the Costs Rican economic Croas$ T, colon equivalent of 
$SS million which will be chanellod to the SNAP ti'ough this special 

-

-linecredit will not, only help' to -create much needed omployment and
housing$ u will alsossist teprivate sector S11AP to recover from
the precarious finangtil situation Into which -the acro-econosie crisis -

has pushed the e)ystes. 0--> 


do Credit Tarlets 

th.*thrgh$5. Te special credit line for the colons equivalent of--
theMO hroghthe SNAP will be useeclusively 6776th provision o 



mo-toisge financing for families below or at the median incomes level. 

-,TMe Mission recently contended In the PP for NO-07 that the SKAO
did sot require this assitangce,, e factors have Influenced a -

chsoge In our position. First, the financial analysis #pn which 
--

that earlier conclusion was based, did not take Into account a
3.5-4.02 Increase in the cost of moey to the system which will
result from the IMF Agrossmest. On tho contrary, It assumed that 

-

lower---eoaer cost financin would available to the MAPSecondly, our previous position assmed
-be 

that a $4.0 milion, advance
could be. made avaltable Immediately to -the SNAP from NO-OQ7. -This

assumption has boon Invalidated by the deasy Is contracting 39-007 
resources which will be caused PRWlitIs position on the-by


contracting of' thooo e sources tos the light -of th probable
upcoming Parts Club debt renegotiations. Use Missio now view
the, assstancee to be provided as vital to the SNAP and probably
Indispensable for the feasibllty o*f 110-07t 

http:3.5-4.02
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incudefuningforpdvolndtr ranvUin aendil o p 
co~hEoeratiestti$3.~1o.te conisptts baith S con AA.&>tobties of~r fT~ fe 

-.
Cotion feeor DutaZ Imt Intitie ND) andinienu M..----------
CIND
wi2.b rasn Funded Loturinc deining andliovesein) 

variety a. thredeelpe ociite ir~n~CotcMal mjoiy fwhc 
w~nillde fingeadune civitygenre fo wth other U.Snd Cots.RcnMadcorpratead#~ ntroais~tn n 

c~erti~ecos(1)tvtDeltenan Rbjespaonsebilties12 of theCost 
Cailtion Itties (CXNDR).afoorelpsu indipuousWI~cn P 

00-po It ComUianasoiaio hih rw u oarsevic action 
gropio eyprivente snetr areaivity agreeees otaroIs.ad Ine 

respoosib(1)growthi. and nC e odioataolhaveuillth patsrethe 

aboud beInfltatat I bot th pui akteh rpia but
 

toa~ofltRicau ne ossour*to that h're couldboffev~ cteIn 
pompf hey privagte sectwrlllea ser.te plede* This otrietation 

.. 

topi relceoIrvtsg the Cor oricath Beoryowhietorisono elt 
teV5A0/CR roapo was oundetaon h" thie grhap #ots toeve 
eon *oe ffectaive b ovintrom pureyadvisoe y eeoosprle# ou... 

Q~~.carteraoitenis oldl owingas thasaltipou~dobeeftive. 
addres~ng item vel problems, thsfundaentaloTo trsiutetor 

is ti~iesdIs te vemeetedafo theacrdof re ofcaivi ues Cots 

s ciety shs IwoportiO owvacudrespect fohethe group soghtio46 
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To promote the, oeectiv Ojp1icttoo ofi< 
4rexa sbl ty, and social'.Jwitteos Imotn 

development I 

A 	 - ~TO contrtbuto to the economic and soctial 
-~ ~ 	 aeveopment of the coiastryg and therefore to 

the general waroo. by srnghnn 

the promotion of n*t*FU* exprts 

A 	 To contrthite to the formnation ofto attractive
environment (o tho atrao tInot~ 
needed for thep growth of privae, business
#0ttvityl 

TO contribwte to the strengthening and
ivestructuring of prodwuate oatitle. to order 
that they acquire the necessary' potentiali to

-%compete effectively with siilaer entitles to 
other cutisaareulofspaeknowledjo ohoejy technica aooacapciysq ilo~y,and 	 techsieaity 

'-<I' The 0115 orgostaion presently consists Of 
its loard of Director#$ A suaU wtettve dimetorst. ts beingestablished whose job ts to Isplowet the progra either' through dtreat<contracteo or through prast to other MYQ and to cooperatilvese CISS 
wil be d 	 with AI as-*lt a F W Uan will cotrc with acomnslting firm to augment Ismato aeepaityItWsas 

In adition to a limited oumber of .aetivitleo 
for tufneogrom other private and voluntary groops operating io CoosNoes 'which are generally of a mors opcislid %&tore#,@@#* 100#. CASand 0rttass. A standardised fomt for activty aS*omftts will be..
developed whih wiil Incluide a bref$ duscription ofithe pepe

Actvtty, including specific objectives, sod outputs to be clved, SOdImplementation' and 	 ticanol pa~s Art vi ty agreet.1 01ill b 

tdaneto wrthtrwand their eligibilityaccrding to the criteriae, I'Wd lot the 11ieeoswIdq. ,fat Oerstanding. bsomm A's*P600 n1kI$4PDR. Under -the toaw of-ibe NOeManms ASIOS will :60a~ the 
<~~-A<43~finanin sI or QflhINWn activity asnemowts earried out with!~ toadsprovtd under~ this p0gram slid all IP" direet coistra,~ to mns at 

<~<.3i 

~ 

3 3; 
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 U* -les, t be 

categrie of acttes ad respectve 1OV41 of funding which will be 

$2 t.......grant tui...i. O.am of the activits to be 
tande. ors.mam below and are 8os .04 Pprsne divided Into.the 


Sfuis4Aul evels whichb wilbe secified IQs the "Wmrandu.uq ;usuu r
•::1(:,: {[Sf JJ}I 	 Ji SS 0 B7 

hIbe ctry will Include funding for 
*sial and 560WIC deepm t t~IVie, with special mespi ont 
employmmeerating activities,, targeted to Improve the standard of 
ltig f the ra isowurba por The valoms types of ae1soae, 
which willbe ImlemstidWby MeI@@,erstims are described belows*,l 

to+ thommiwl+th .... ........,-+:?ar smsen provide+; ae sod...I t
 

to order to u~ the logo",e of smell
 

Kexittin aetis group 10aratos SW ifetiveso 1issuci to 

needed toprvide of t-"mottlm ihcedt(aho.ner 
'3.%2g{1 :1:;"{:'!,- _ far rw miteilso tools# 0od equipmento ThIis would provide* .L*A)'-	

m~brstb~bseft athl oeamo a xmtes and a greater 
to thlieiho at obaeo crdt y4Sto femehp 

sietetie 1bs ailblity of eroidtuas it " IWpision61 of 
Assistancase lip m etIft end ewperttso would enable te sit artisan 
p$spo to *WWpirod"ls for *"tsoudthelevelof livingeof their 

A siia aciiyIsudrrviwb 	 A 
to aslo t he fllfrmowion 	 ofhi"lt co# ah so 

assist spee so ssoeso# lb are saired to small fare 
ca iotteesin nd hiche Prodsuttes As beesna 	 omprt ptestilt 

---~ KK--'I K, _ WiIescISeaag+ -' - --$yetoo*ettamd by )Ik of credit t~'the 	 II-'-.-Knewis oded to provide uir'tre with credit aOW technical 


aselstaueetrro,,eti t rw yields and to permit eutri lote, 
+5V ilfl ---* !i ~ +i+'4i~+++:+++ 

+ 	 :+++4 - +7,++++++++++:++ 

activity under cosideration ts 
}i }ii' + I+--+i 	 p4 pi~ 
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~ias AftrsP Food Flie 
etbev of~ famili eis s901 ettOd 0.. eicium'est, mtrittesslly
fowl~ ftr tMe Iatto~ 	 Arapidly inwceing 

ed bNl foed. beaet. OmmraidWOith the pli~t of these, wwopew
---- ' krpW tt** Ie 	 plateauO the1"0 of the esiofw Me smcuesi 

It 	 P 
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Sask~ed by tbe 00C to Join thes. todolose tionsp.,efforts 	 an 
to1wn afedn poga. bs upot coriaed fw016tby and 
chann*ee through .peitattzed Most, will help ihe 00M respond to the' 
pressin problems of MrIUpPIP RIu"# &M malnutrition betasufee 

stressed t then uniepoyed. 

Anoiber poosibl activity t efnne
 
9 	 by tbi CIRDI fund vould be to aderese tho abhrtage of ett ett
 

oeabttretton Inthe oooperstlyr seeler. 7%@ umber of eooperettV*

orpotgations Mee Iront costs nice fr=,)) to 1959 to 350 to 1981. 
Unfortunately, lttle priority Me be" Stvoo to Improving the 
admintatractwe wapobt1 ty of the eoperette orpations. The 
results are shown by the lack oft (t)systeeeti# manpower plae or 
mslagrtal positions; (2) oec.tatse tra~iin at ntional istitutios 
t-p COopentte oriened 00*retioVA ee4 eJ*ft*trettOj (3) 10rer't. 
training to the fields of ooopensttv eaiftttio and somagemeat;
40d40) I"unr capacity to provide such traiing to order to 
addrs the deficieut administrative capability of the cooperative

sttor# In-cuntryo in-service trianngpograme to vp~rde maageet
sktli of cooperativ maesan604 t aetratot. through the lostituto 

Oxporstive Training wui~r P aCMr# WIP4 &signed. 

To complement dollar fuaded acivties to 
-51- be undertaens msoer the $1.0 .l111. program earmarked ter AZVWA fre 

ii. 	 CBI appropretion# efforts to deots. eduatloeel prorams and 
1t outry ltetoo ev 	 u mberso and seleutiv.e,<training tot laborvat sto 
saisers pertaining to leadership; orgatit aend resposiblitie 
of 	 "too and ma*Bwat oru.nerwa. The obawttvm of this. atbuvu 

vet 	14 he to promote Sod .troAstbo 4"rii la o es et.aos 
I~ so arA to develop labor aaoa ats lagI"whca* 

tot stuott"&ad support the contry' seno" t Itetae eoaft-

Aloe swama coiumerEat fr wio toa*aa 
prga with the laternatteel service WrpO (InSc) to aselet the many
 
CotsWa firm whihwuw talogd#t a~ lack o[ flasmoat#
managerial *r *41weer ax toomesog" foe Vill ldeitty the spetfe 
need~ *a @Winttse required to assist local E *~m@#wilso *~**eat 

This t444r Vil tol&-w 	 o 

I sIa ', 
1 
e ritemo vl o wa"g-O~l*t 	 W 

to "01 of L##-1o ft 1. 	 111 4,t~#11"rt"4@tfII 



VVvrkerswo- and. the politically deiabbllsiat. rastfications of blab 

t *tal"S for the of~s"sA .sptoyeo of bex pandhimalosswhc 

would the prTspmreZtove W"sPlo eooby prvidin satry supprt for 
worors bt It wuld also have longer toe bmto u to an tcrwoe 

toI the hae)dge and sbulte of worer of ex-tdiomlaport 

ofmaion bta aofr*atioab isaal thog.oluswtk od 

popular spport toeeelo 4rvbc (assmbly .. t.a e In 
Cot ica, IM progra would prmote drawbac industries s wall, as 

ass tet to 4Iepllto itWoomotioms such as that the via'o-d44 from. 
ssssbly opratioes to nSl4ible, that tax exemptions ho"eaunt cost 

rather time a et beesfit, and that foreig eapitat 0oxplot. low-,e
labor. Promoting alrole4.strtl feestows and jist *"tve" cold 
*I*b inclued t*er~the potn 

aliohet..........piop.. to the idwettssat Campaigns 
1ad s traliin progra t~ my be directly mmaod by CILIR the~ 

S tllolg mleot. aciito whc say be carried ou byote
private Sroups ae mdor emodrstlon. Studie ti prsto growth af 
export tidmtf7 sad Inv#W~ far aforeign tomoh ". .posilbilile

jooWetwomf aerhottlesodolPrdc pret1. an ree so"s 
comeepts are bolag proped by hCotRia omesf * ry 

Pwedtan for Clog' fieflotreiive 
nxpoes will Covr satoe of the administrative and supportsaf
"5,-adthe' cost* o the olo g audtin andcosligercsf*Stdt he040#000,40 Ofltrlp tttup1ofN0411 Atti 

lbor@or@ atammmbromm hy th 91m lse #s 

thtthe local eorresq 1grab ebNu4 he thassed them*%CI. rather 

,, * -- I~t* Isd
1"W 01 

tacutt5oTo t 09 up s mop'orwme d101146l4144 In: It 
ottrftlv no #srhe 'Istro, %We I*-bthe@taffimil 4oipot11w-omwod:W"Mt " I ~*adt *mdotl 

Thi attdj wh Is *AIM Ifis PAM' t theMO flS.efa 
Me**atpd~~i ai t MM~I ~ipt~ 



example IND3 iltl Wi n, .0 Position to Identify, a development~problem,an~'Id to engage and. coordnatt, the, various spoata II u$ ?VO or Cooprtve
Sorganisations requrdto addressuand Implement a solutipp.n 

In addtio to: the fact that CINPI- wil-rigi
~.comprehans tw,aopproach to~hawndlfn the ?YQ/ooprative actities to be

finnce ,under. ths pro$tan# It will asume planning :454 04aseetfunttns wic wul otherwise fall directly upon A.I.U.,. and for which,the Wissiop Is PQo4 nov adequately stfed, nor does It oxpesttob Win the 
'~foreeabls future. $i.n$CINDI as an umnbrella MVvill help utlmse themanageentt burden that this program Vill Impose on theission. It these 
grn resou""a were not funneled through CINDI 4. proposad$ the missionfeel#~ that it .would not. , e possible to carry- out a 01fne?VOlCooperstive program inCosa Ica. 

Becau~se of its particular roots In the private,productive sector of Costs Rical 011103E also offers a unique opportunity~ ~ both'to help develop priva te enterprise and to mobilize the private sector. 
4ability to Improve public-private sector cooperation to Costa Neea, 'and to

P' facilitate, the type of Chan" recomm~ended to the A.,D. Little report 

*~I.  ~ inalys CINDS has been designated to bae" management
responsiblity of the Special Trust fn~d gmnerated from the reflo of the 



6$million -localof currency loaned to ODWISA under the TV 1952 RIF program. The Special Trust Fund ts intended to, finaunce ,selected 
- ' -~ export/Iuvestment 

-topromot ion efforts, and further, other objectives of 
~ th... 01. tt Is -thus alpropriate for CINDZ, to sanage the local currency . 

- ~fund. proposed under thtu. projram, In that many uses of the fund, will be 
~~ similar to those tho Special Trust fund. In addition, the' Missionview the Special 

-of 

Trust Fund as a future source of funding, for CIDIactivit.ea; principal reflow from that Spoecal Trust Fund are eapeetd tobegin afte'r fIve yearse 

-- Sa# JustificatIon for thRI o3rat -

The activities described In Section 
- ---

lV#C4.2),M above 
-

are all prtvate sector, PV@, andl cooperative in natoire. As theyr are to be 
~cari~d utA through the private non~roftsector, the Noat of (mcessily--be 4rant udeds, 7iThe reuirement for. 11rant funding to not 1due to the

r@,etdnCe at the_ OM0 tOvard loan funding, bot duo to the (act that the
W* onsetitttially cannot' donatiepublic~ funds to private sector 

-

Ititution without epecti I Legtslatlv, Assembly approvalo eaph esuch 

http:activit.ea


Astctwoud pevet te gverment from Incurritng Inreasedi
defci s "ne0 Mand cooperative activitie, To feet, if then 

Ot by to doates nY- O Itsown ait a, prof to 
bor w resources to prvatt Intiatutions. na'l, an loa for 

the Jogislati~ve,'AMnqbly- possibly, prolonged exereftsi subjet to the~ vagariesof the ULfstors./, 7herefor#0 to be reaponeitoiOi*h. Sauttsattoi bill' 144@h require that particular eMhast ~lcdO 
~uat ,iCST local curny foi MVand cooperstvoativ its funds forsuch-activiis molt be provided o atbss 

d. 	 asgneof (~atFned Local-Ourreeez 
IMe coon &"*rated from the $12 million gralt, which 

V wihlb part of the 'iita&; 20 milion, disbursement will be depo ItedItot a separate, book 	 aeeaccount of CINDIN which wil easmster and!the local currency fund. , pon CIND2 approving the proposal for, Aparticular activity, Klesioon Ocurrences and t04 asinn on activityagreement with. the Implementing orlasisationg funods will be trasfaredfro CIWDRe account to a specif [c account In 	the n"m of the ImplesneUnsorasisation; Simple diaburooent procedures, approved by Aslebs, will beestblihedforthe roloes of funds fromthese SctrIvt)'epecIf It accounts to the responsible orgauizations. CUMWtU) owtor prjc mestation, and Will be rsubject to regular auditby a, major U.S. oceoustieS firm to order to verify that CIlDI's ovaoperattioss and those of tme Imnplementing organizatlonse comply with.approved financial and toplemntation plans. 

&*Pport for SectjQ" oftmmA l roie by the local-03ifCurrency prsssThe rram'$ g*nf nded activities willaddreessuc
Probem ass small ,tarmer productivity and markettag; cooperatives.vetopmet; nutritional a##&d of the poorest famIlles; the need toIdentify sems of accelerating etcomomle growth ON employmnent through 

Uw*Le-fuadlmo eves if possible, would not be doeirable. Thedistr'ibution of funds would become a politicalfotalescilyoK the case of U018 PVfs, Nororg the Hision* reet exporience witha 00CRfusieod 118. M~ suggests that the amC will attempt te'Nse VftPolitically and subject them to inordinate Cota Rican public aector
K ~~]K4~K]red tape. 

~ / ae technical mi'er the Legislative Assembly could sot eve" meet todletals the transfer Vatil1Januarys oll95. 

7 
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hresing hprivae* prodctiv sector; the Dea to prmt hne 

secormlomenjpad th d~elopeto rsponsble* labruios and~contrctvelaormas~met rintos These problems bcn# oe, e'ys 
TL~vu~s~ rst of th~e w!orld* Thleforignexiane and~the, loentoe4d local curency credit proi~vded by 

th roga ar neddt epcet such- an eironment.~
 
The resources whichp woub providedundr the local crec
$rant a so, support~.Section 123 of the :FA to that' they are: chanolid 

Sthrougah FIV0ls/Coqhorsties and are directed, towards Improving the Uve.and lwooe" of the rural and urban poor In particular, ,by stimulatingthe pivate sector 'and by Incesinlg the "potwnites, of the poor to~;.;become produero to obtain-omplo matpad to receive needed trainsing and 1'~ 

fash compoeneut of the proposed program also supports ono or more
of tho objectives In the MissiLos eeluIplmnttion Plau, which are
lifted I etoe4,1.
 

to Rolatlonehip of the Cash Transfer to CST Oblectivee
 

The foeign exchange from the $70 million cash ;transferprovides, direct, support for the objetives of Sconomie StabtUsatis. andRecovery; Streungtheuing of the Fioanmlai $yet"$ Improved PolityFormulation and Administrative Rerm. 
Viii. respect to the objective of reonosle Stabtlizatfon andK,Recovery, the proor=m vill help to rellav the current balance of paymentsericss and Internali cosirainto, and wilt help to regues Inf lationary


pressure from uuplule hrta~os by Providing foreign eashange for the
patchase, of certain critical Songs. The effect of such Ieprovesi will@Is* be to help reestablish Iiteaional Confideuce in Costa &i10 
Viii. respect to the objective of Strengtheunn the FinancialSyhtoe Proeldaui Nooge, has recently announced that he supports reform ofii..heShg legislation which would permit private fiaANCte2 isttutions
to participate to Control Ubsk rodicouutins Vo have Included "as CP
 

~to disburesest of the last two tenehese, the requil wt thet the CentreSS'ank appro,o aod subait to the Office of the Presidents a draft lawproviding for such a ehnage. 

VIii. respect to the 0kjotlve of leproved policy FormlationAnd AdufRiet&etiv 1efe11t aUhetamilal foreign owhem. input will provideauthorities viii. the supportiee#&d tos effect a number of essential policyAME struturl referme described io the IMP Aeow sod to he deat with 
furheby3eIR twtra1 jsma o 



2 Reaioniship of Loan-Funded' Locul CurrencX Component~to C31Os~jectives	 ,A 

Lo~cal currency, derived~ from the W5 milliOn-loan-proposeiirroii 	 as 4irect support:',:fo."'1th frs thrGfobje~ctives listed In 8action> 1l1:>conomic,,1t 1bilizatio 4and Recovery;Strengthening of the Fi#nancal~System; aend: Expanision of Exports an~d< vl& 

With respect to the objective of Economic Itabilixation and.~~;1IRecovery, all, major sectors of. the ~,Costs Rican., economy lave. suffarad fromK 
an .,#ct shortage, of. working capital, for~morO than two.sr*_CP asddroped#delinquency rates on outstanding: bank loans have Increased$, nmoie busint e hay fad reduced operations, causing significant 
Inc resses: In unemployment. Xnreaued credit, generated from the A.I*D* 

Local currency generated by the As.D. loan will also 
support the objective-of Strengthening the Financial System, both through
Cspecial 
discount line to be' established t rvt ak#adb ~ geneatingprogress towards legislative reform. Piaebnadb
 

3. Relationshie ofGrant-funded Loa Currency Componnt toCa 
objctve
 

The CIMDR local currency program provides direct support, tothree of the CBI objectives: 2xpansion 'of Exports and Invetmont,I,mproved Public-P'rivate sector Coordination, and Improved PolicyToosuletion and Administrative Reform. 
4<A majority of CINDI octivities will have, a direct Impact onf 	incresing- exports and investment, at the same time they increase


employment and productivity,
 
Im 	 fruainand Adiitrtv Rf randaproved Policy 

<- Zproved Public -Private Sector Coordinatton, are two objectives to which
CODS is uniquely qualified to contribute. The director. of CIDUO are,
distinguished by their exporiee civic -mindedness and reputation for
integrity, as well ao for their ability to command the attention of highleve goversuent officials, and leaders In the business and charitable*miunties. They, view their role as not only advising on thetdentifieation, planning and Implementation of specific activities, but -asfAs~itatora of the tommunication and actions required, to bring *bout thedevelopment changes---------taossRica needa, 
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V4 CONDTIONS, 00V3NM12S AND SPICIAL R-OV .- '-":N 

Theprsdprga has~ been discussed vith 4the~ 8CCR and amers~~Y'oftebank1ing aysteme Th mision beieve thuat the XQrD 

A- Co ditio4 

AsIcondittionprcdn for signing th rogram Agemet
 
the Letter ofUtent for the IMF Stand-by Agre~ee t mt bsigedb
 
the G -. and the W , *-' 

Proposed condittons, precedent t h nta ibrfeto 


the loan and grant at ote(~a tbreeto 
th oa * An opinion Of counsel~ acceptable to A,1,0, stating that
 

the l agereement has been dulY aihthorsed and/or ratified by, and

executed on, behalf of the Central Sank of -Costa ics, and 
 that Utconestitutes a v obititon of~alid and -lejally-binding the Central Bank,
Of Costs lie In accordance V'ith all of t. terass;and
 

fte 29 A tatement Of the name of the person holding or acting10-teOffice, Of the ContraI lBank of Costai  ica, and of any additional,represeutattve, together with a SPeCsmn signature of each authorised 
person specified In such #satement. -

A proposed condition proceden to subsequmnt disbutaements of
the loam lta44 

----------------- Final agreement beAveen the IF and O0M on on economic

stibiliaaton program approved by the IMF Bard and signed.
 

Aproposed condition precedent after February 1983 isar 

Submission to the Leglalativp Assembly of an amendmsent to the-
Celiral lack 1ev to permit the participation of the private baks in
tb.' Central- lank". rediscount and -other leading programs on' an equal

bilits VIth public. b.'~hs.
 

Ia10 4"O to these cO01411iom the 111061onproi tha th 

1010101totooofthe program and policy thanjes vbleb are, necesary
for the 901114trY' econ10mic reC*ery effort to be successful. ?ee
covenants are s follwls 

?be Contrel Back of coas RICO will covenaant$ 
to To. Imemsac its allotation of etwanseforoeln r.eouress 

to th. National 144106 Systemt by *@I toll AMDe the dollar amountdibursed Vedff the 4,88 tratiafer, for Purechas by private enterprisfo; '

4 3' ;A- ~4<"444 34< 



report t Ris 
w4thAn three monthsao the termination of1 -'tsbursiement of the cash4K 

;-ndto to USI/o hlluc O4CAtIon wnAccompise 

transfor; 

. 

2., To revolve from As4-Ds, potlexchanie for~ olones at
the "zee' 4bsnk eosoa tse end deosit aa_______

C*taricnw Inictatiysgs: d1 S on d6o'5 Wiirollo(alldisbursments of the uia2-0u mallton non-loan 'portion of ,the :cashtransfe to e usdtr sc9 economic' development prograsartiled tn a subsidtary memorandum or agreement gove5rning thls 
artiaem th dll 
3. To provide resources eqiaetto th olramountdisbursed under the cash transfer for theimp'ortation" from the Unitedstates of raw mterials, Intermediate goods, construction u. terials andspare parts needed by private enterprises in Costs Rice, and toreportto USAlD/Costsa i. that such provision was made~ within three months ofthe termination of disbuseent of the cah transfer; 

.4A . To imaiantin a system w~hereby producers earning foreignexchange through exports shell obtain access to preferential foreign.4 

currency exchange rates# as long as these exist, Inorder to procure .

Imprte ra maeias costruction matials, intermediate goods end spare pairts needed for continued production; 

S. To move prolromsiveiys in the course of. 198). towards the 
. .unificationif 'of 'the inter-bank and free echange rates, and, to unitythese rates by Deember 31, 198);' 

6,'.To provide Aol*Do with copies of &lt reports to the IMF, 

2;::thya#Issued, on complhance wv:nth stabilization program; 
......... 7, TO~ establish prior to Janu~ary 31, 1983# form and
.Insubtacesatisfactory toAID, ihlocalcurnygeatdfothe aeo trameterrod dollars, a' special credit line, similar to thatestablished uinder AID Loan Ho. 515K037g to be used #xaluseively byprivate banks through which the colon equivalent of at. lest $10million wilt, be extended as icrilrW to private producers and
anfacturers; 

.4 40- To establish prior to January M1, 198)t In form andsubetance satisfactory' to A,,l.Do, with local currency generated fothe sale "f transferred dollars, a special credit line of thecon 
.4.'euivalent of at lest $5 million tobe, utilied exclusively for the . 

'.4+' ' provision 'of' mortgage tlunmn for 'fen(Iia below or at the moidian .Income 'level through the' 11st"Me MactoAl' Js, Aborto Y Wrbang
p.4.4(Mastional Savings ad 1ow6 SyStem); And 

~t ,. If pemit an loweresse during i0) of at least $4) millionto colo-i eqtvlont for uneisbaiid lqedInS through. the uitcommrcial banks to the private setter for Indu~try, *gri'dtr

agricultusre*
 



1i0. To om R4~stablihI to>ieo d s tanoj satisfactoy
AlD- reporting procedures on lZoal curec credit reouce (
the *xc@eptto of the, special credit Linoofthe colon~equiatslent of~ 

4 5,0 milio for~ mortgage fina#ncn) to verity that eligibleI ~f Ims 
vinfthorprogram, of~ .ssistaes :.tpntqrprtee, whch the Coenintou 

Sverity, spaia emphasis to plaed on 1endIng to sal and medtuw"mIxa 
Scopntw*or cooperativee, 

11. To sutro that no assistance provided under the Program
Asrsoemt Is used to finance activities that vtillcause, serious Injury, 
or threSat threSof# to the production$ maktin o priin of U.S. 
agrictuaral comodities or pro ctse.

Two special provisions pertaini to disbursement* are also
proposods 

I, A4D reserves the right to susepend schtdtalod sonthly
disburnseoat. In the event that the W=C io not to substantial 

K compliance vtth the JIP Agreement As determined by All). 

.- 2. ftsh transfer dtsbromenta say not exceed the monthly
dlebursawmnts Indicuted In tho folloving scheduales 

ififP (Milliions of U.S. Dollars) 

W~ arso Total 

Intaisbureenmt 4'0$120 $04 
Second Phshrsest $10.0 * *10.0 
Third Olsburs..est *10.0 0 $10.0 
four-th Dtsburnsseot $10.0 0 $10.0 
fifth Disburset *1040 0 $10.0 

:.: Sixth blobursemest IL o 1. 

TOTAL 00,.0 $1700 $7000
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