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PROJECT AUTHORIZATION

Mime of Country: Costa Rica

Costa Rican Coalition for
Development Initiatives

Nane of Project: Training for Private Sector
Development

Number of Project: 515-0212

1. Pursuant to Section 105 of the Foreign Assistance Act of 1961,
as amended, I hereby authorize the Training for Private Sector
Development Project for Costa Rica, involving planned obligations
not to axceed five million United States Dollars ($5,000,000) in
grant funds (Grant) over a two year period from date of
authorization, subject to the availability of funds in accordance
with the A.I.D. OYB/allotment process, to help in financing
foreign exchange costs for the project. The planned life of the
project is 60 months from the date of initial obligation.

2. The project consist of a program of selected training
activities to strengthen the human resources which are needed for
Costa Rican private sector development. Training opportunities
will be provided to persons employed in Costa Rica's
non-traditional productive sector, as well as the country's
financial and university systems. The project will also provide a
basis for institutionalizing Costa Rican capability to address
human resources development needs beyond the life of the project.

3. The Cooperative Agreement, which may be negotiated and
executed by the officer to whom such authority is delegated in
accordance with A.I.D. regulations and Delegations of Authority,
shall be subject to the following essential terms and covenants
and major conditions, together with such other terms and
conditions as A.I.D. may deem appropriate.

a. Source and Origin of Commodities, Nationality of Services

Commodities financed by A.I.D. under the Project shall have
their source and origin in the United States, except as A.I.D. may
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otherwise agree in writing. Except for ocean shipping, the
suppliers of commodities or services shall have the United States
as their place of nationality, except as A.I.D. may otherwise
agree in writing. Ocean shipping financial under the Grant shall
except as A.I.D. may otherwise agree in writing, be financed only
on flag vessels of the United States.

b. Conditions Precedent to Disbursesment

(i) Prior to any disbursement, or the issuance of any
commitment documents under the Grant, the Grantee shall furnish in
form and substance satisfactory to A.I.D.: (a) evidence that a

Project Manager, acceptable to both the Grantee and A.I.D., has
been named; and (b) a statement by the official representative of
the Grantee in which it requests that A.I.D. contract for the
technical assistance services of a Project Advisor.

(ii) Prior to any disbursement, or the issuance of any .
commitment documents under the Grant for training activities, the
Grantee shall furnish in form and substance satisfactory to
A.I.D.: (a) a copy of it's participant training regulations as
they apply to Project-financed training, including selection
criteria and other rules for training grants:; and (b) model
contracts for Project-funded U.S. scholarship grants and U.S.

visiting instructors.
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Assistant Administrator
Bureau for Latin America and
the Caribbean
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I. PROJECT SUMMARY AND RECOMMENDATIONS

A. Recommendations

USAID/Costa Rica recommends the authorization of a $5.0 million
grant for the provision of Training for Private Sector Development for Costa
Rica.

B. Project Summary

Today the Costa Rican economy, after four consecutive years of
negative growth in per capita GDP, high rates of inflaticn, and precipitous
devaluations, 'is beginning to show some signs of a fragile but significant
stabilization. The country faces an onerous foreign debt service burden, with
continuing declines in its terms of trade, in the values of its traditional
exports and an unremitting dependency upon imports to drive the country's
economic machinery. If Costa Rica is to achieve economic recovery and regain
the path of equitable growth, a fundamental restructuring of the economy by
increasing and diversifying exports will be necessary.

USAID/Costa Rica has formulated a strategy for private sector
development which is directed at providing assistance to both the Government
of Costa Rica (GOCR) and key private sector institutions in the implementation
of a national economic recovery program. The goal of this strategy is to
re-establish long term economic growth through the reorientation of the Costa
Rican economy from its present industrial import substitution model to one in
which the industrial sector contributes to export-led growth. The timely,
preferential trade provisions of the Carribbean Basin Initiative (CBI)
constitute an important incentive for the needed reorientation.

In order to take advantage of new markets, including the U.S.
through the CBI, however, Costa Rica businesses will have to overcome numerous
deficiencies. Generally, the deficiencies are a result of twenty years' of
heavy protection afforded under the problem-ridden Central American Common
Market (CAM). Because of this protection, many industries have not evolved
sufficiently in their production processes, and the quality of their
production has not significantly improved over time. In this regard,
production management, and technical and marketing know-how are inadequate for
the task at hand, i.e., more efficient and competitive industrial production
and the penetration of new and more demanding markets.

While the upgrading of the necessary skills for private sector
development has .been attempted by USAID or other donors, it has been
insufficient. Improved management and financial skills, plus certain
technical skills will be essential if productive enterprises are to respond
effectively to new stimuli for exporting. This Project addresses the need for
strengthening the necessary human resources to contribute to Costa Rica's new
growth strategies.
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The goal of this Project is to stimulate growth in the production
and exporting of non-traditional goods and services, resulting ih increased
levels of employment and foreign exchange earnings for Costa Rica.l

The Project's purpose is to strengthen the human resources which are
needed for Costa Rican private sector development through a program of
selected training activities. The Project will develop an institutional
capability for the provision of a range of training programs to Costa Ricans
in private enterprise, banking, and in institutions of higher learning. The
targeting of training activities beyond the productive sector to include
banking and universities responds to the need to improve the critical support
functions and the quality of professional level manpower which they must
provide the private sector, if..the latter is to become an active, competitive
participant in international markets.

The primary beneficiaries will be the professional management
and technical personnel employed in private sector export-oriented industries
and the university and financial systems. These individuals were found to be
those most able to bring about the critical changes needed to transform the
Costa Rican economy. The indirect beneficiaries will be the citizens of Costa
Rica, especially the poorer segments of the population, who will have greater
employment opportunities as a result of more productive businesses and
industries and more efficient banking services brought about by a more skilled
management and technical human resource base.

The Project will finance long and short term training in the United
States and short-term training in Costa Rica, visiting U.S. professors or
instructors to provide training in country, and equipment and teaching aids.
Funds will also be provided for a Project Advisor and for establishing the
Project's implementation unit within the organization of the
CGrantee/Implementing Intity, the Costa Rican Coalition for Development
Initiatives (CINDE). CINDE was selected because its internal image,
objectives and organization are compatible with the purpose of the Project.
Establishing and maintaining a human resource development capability is one of
three priority areas CINDE has articulated. CINDE has not only expressed a
committment to continue training after the PACD but also possesses the
financial capacity to do so.

1/ Costa Rica's traditional exports have included coffee, bananas, beef,
cacac and sugar. However, because of greatly reduced exports of beef
and cacao, USAID/CR has redefined these products as non-traditonal. All
other products are considered non~traditional goods.
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The total cost of the Project is $13.4 million. AID will provide $5.0 millicn
in grant funds to finance the foreign exchange component of the Project, which
will include the procurement of the U.S. training elements and their
administration; the Project Advisor, and the bringing of U.S. instructors to
Costa Rica. Participating beneficiary institutions will provide the
equivalent of $5.8 million in local currency to cover costs such as
international travel, salaries of trainees, and a portion of the direct
training costs. An additional $2.6 million in local currency from the USAID's
Economic Support Fund (ESF) program will be provided to cover costs of
in-country training, CINDE's project management, office equipment and teaching
aids, and living allowances for visiting professors or instructors. The life
of the Project is five years.

C. Project Issues

The issues raised by the DAEC PID Review cable (STATE 972920) are
covered in the following sections of this Project Paper:

l. How other constraints to private sector development are being
met in Costa Rica is discussed in Section II.B.8.

2. The cost recovery issue, i.e., maximizing the contribution of
the private sector to the costs of training, is dealt with in the Technical
Analysis {Demand for Training for Export Enterprises); Annex 12, Participant
Selection Criteria; and Section IV.A, Implementation Responsibilities and
Administrative Arrangements.

3. The institutional issues are addressed in Section II.A.6 of the
Background and Rationale, in the Institutional Analysis, and in the
Implementation Plan.

4. The selection criteria and training mix are discussed in Section
II.A.4 of the Background and Rationale; Section II.B., Detailed Description;
the Technical Analyses; BAnnexes 6, 7, 8 and 12; and Section IV.A. and C. of
the Implementation Plan.

5. Consideration of the Gray Amendment provisions is dealt with in
th~ Tmplementation Plan.

6. Economic analysis issues, i.e., the rate of return analysis and
the least cost analysis, are presented in the Economic Analysis section and in
Annex 9. The illustrative nature of training activities is discussed in the
Detailed Description and in Annex 13.
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7. Other issues: a) foreign-owned companies are not excluded from
participation in the Project, as per PID approval guidance cable; b)
participation of state commercial banks in in-country training on same
counterpart conditions as private financial institutions that are members of
the Costa Rican Banking Association was approved by AID/W in STATE 155583 and
is discussed in the Technical Analysis and Annex 7; and c) limited waivers for
third country training will be granted by USAID on a case-by-case basis, as
discussed in Section VII, Conditions and Covenants.

D. Summary of Findings

The Mission Review committee determined that the Training for
Private Sector Development Project is technically, economically and
financially sound and meets all statutory criteria.



11.  BACKGROUND AND RATIONALE, DETAILED DESCRIPTION AND RELATIONSHIP
TO A.I.D. STRATEGY

A. Background and Rationale

1. The Costa Rican Economic Crisis: Legacies of Past Development
Strategies .

For nearly three decades until 1978, Costa Rica appeared to be a
model developing country: real growth of GDP averaged about 6% per year;
social security, minimum wage levels, and similar measures were
institutionalized; and social infrastructure (schools, health facilities,
water and sewerage installations) and physical infrastructure (roads,
electricity and communications facilities) were widely distributed throughout
the country. The results were dramatic: adult literacy reached 88%; infant
mortality declined sharply to under 20 per thousand; the population growth
rate dropped from 3.7% to 2.6%; and unemployment was held at low levels.
Progress in meeting needs for shelter was less spectacular, but satisfactory.
Income distribution was quite equitable :in comparison to most developing

countries.

The above achievements were attained in a system of political
democracy which continues in full force today. Over time, however, Costa Rica
moved somewhat away from a market economy and more towards a
state-administered economic model as regards such variables as commodity
prices, support prices, interest rates, credit, authorizations to operate, and
concessions for special interest groups. Social services were expanded but at
the cost of heavy internal and external borrowing. Inefficient state
enterprises and a significantly increased bureaucracy were created in the
process. Public sector employment increased from 6% of the labor force in
1950 to about 19% in 1983. White collar public sector employees, a new
segment of the middle class, organized themselves into strong unions and
associations which bargained for and secured many fringe benefits and job
security concessions. Insufficient attention was given to the fact that the
public sector was growing much faster than the output of the private sector
upon whick it depended for its financial support.

Since 1963, Costa Rica's economic development strategy has
emphasized industrialization based on import substitution and participation in
the Central American Common Market (CAQM). The strategy sought to attract
private investment in industry by providing protective tariffs and other
incentives. The industrialization strategy, complemented by growth, albeit
uneven, in agricultural exports, was successful in fueling rapid economic
expansion during the 1960's and 1970's. Real GDP increased an average of 6.1%
per year between 1960 and 1978. Annual growth in the industrial sector was
also very positive: it averaged 9.5% during 1960-1968, 9.1% during 1968-1973,
and 8,47 during 1973-1978.

The positive macroeconomic performance, together with a coffee
"boom' in 1976-1977, masked serious structural problems that were already



undermining the future, including: a) the continued dependence on the export
of a few traditional commodities, i.e., coffee, bananas, and sugar, whose
prices had begun to deteriorate; b) the establishment of a relatively
inefficient and capital-intensive industry because of regional tariff
protection, on the one hand, and incentives to capital and growing payroll
levies, on the other; c¢) the near exhaustion of import substitution
opportunities; d) diminishing opportunities in agriculture as the more easily
accessible agricultural 'frontier' had been tapped, the effects of natural
resources degradation began to be felt, and further increases to production
began to reauire higher levels of inputs resulting in higher production costs;
e) the increasing reliance on foreign borrowing for investment capital as a
result of govermment financial policies; and f) the inability of the
nationalized banking system to attract internal savings and provide adequate
financial intermediation. High levels of effective industrial protection, an
overvalued exchange rate, subsidized interest rates, and other incentives to
capital investment resulted in an industrial sector with considerable excess
capacity, beavy reliance on imported inputs and dependent for expansion on
growing domestic and regional (CAQM) markets.

In the 1980's, however, the CAM became a contracting and
unreliable market. The terms of trade turned against Costa Rica and its
partners in the CACM as the slump in the world economy -~ principally the
recession in the industrialized nations -- triggered a fall in commodity
prices for Costa Rica's traditional exports and a reduction {1 demand for its
growing trade in non~traditional items such as textiles and wood products. On
the otber hand, import prices, particularly petroleun prices, continued to
rise well into 1982. This reversal in the terms of trade depressed domestic
income and widened the deficit in the current account of the balance of
payments. Political events in Central America also played their part in
depressing the economy of Costa Rica. The tensions in the region resulted in
a scarcity of foreign and domestic direct investment and a sharp reduction in
short~term commercial credits.

In order to maintain the status quo and to compensate for the
fall in the value of its exports, in what was hoped by some to be a short-term
difficulty, the Costa Rican Government engaged in substantial external
borrowing, mainly at commercisl rates, to cover the growing current account
deficits. Net foreign exchange reserves were drawn down to negative levels.
Uncontrolled monetary expansion, related to attempts to maintain previous
levels of putlic and private sector consumption, generated inflationary
pressures. The results of these policies were a de facto moratorium on the
foreign debt, estimated to be about US $3.5 billion at the end of 1983; a drop
in GDP of 2.3% in 1981, and of 9.1% in 1982; a doubling of open unemplovment
and underemployment rates by 1532 to at least 9.4% and 14%, respectively (and
probably higher because of likely statistical quirks); ar inflation rate in
1082 of 82%; a 13.7% decline in the value of exports in 1982; and a
devaluation of the colon by more than 600%.

By the time the present administration took office in May of
1982, enough elements in the country were sufficiently aware of and concerned



with the problems to generate commitment to a stabilization progtam. This was
formalized in December 1982 under a Stand-by Arrangement with the IMF, with
significant support added via the USAID FY 1982 and FY 1983 ESF programs.

2. The Move Toward Stability .

The GOCR was generally successful in its efforts to arrest Costa
Rica's three year economic crisis and effect a ‘fragile, yet encouraging,
stabilization of the economy. The following points outline the major trends

of 1983:

- The COCR was able to obtain and comply with the terms of the IMF
Standby program. Increased taxes together with austerity
measures greatly slashed the public sector deficit from 15% of
GDP at the end of 1981 to about 1.5% two years later.

- The GOCR was able to reschedule $1.1 billion in bLilateral and
commercial debt over the next nine years.

- Real gross damestic product (GDP) grew slightly by 0.8% for the
first time in two years. The official estimate for 1983 is
2.37, but that is still less than population growth.

- The interbank and free market exchange rates were unified in
- November, 1982 with dollars sold at 43.65 colones to the
dollar. Unification carried with it an 12.4 percent revaluation

of the colon over its 1982 average free market rate.

- Inflation was lowered significantly from 1982 levels, dropping
from 79.17 to 5.9% on the wholesale price index and from 81.87%
to 10.7% on the consumer price index.

Despite these encouraging signs, it would appear premature to
speak of economic recovery during 1984. The underlying structural problems
continue to create forces and pressures difficult to control. The GOCR fiscal
management will require continued restraint. Exchange rate management will
recuire further devaluation, lest the current account deficit deepen. (The
trade deficit increased from a negative balance of $22.8 million in 1982 to
$118.3 million in 1983). Moreover, the effective protection afforded to
industry under the CACM tariff structure has to be reduced and rationalized.

3. Significance of Non-Traditional Exports to the Economic Recovery

Apriculture will continue to be important in Costa Rica. The
agricultural sector still accounts for approximately one fifth of its GDP,
employs 30% of the country's labor force and generates roughly 607 of its
export earnings. Agriculture's role as the mainstay of the Costa Rican
economy is perhaps best reflected by the fact that historically the country's
"boom and bust" cycles have been tied primarily to the price fluctuations of
its commodity exports.



Unfortunately, the sector is plagued by two fundamental problems
which contribute directly to the economic crisis and which must be addressed
during the structural adjustment process: (1) an over-dependence on
traditional agricultural export commodities and (2) the relative stagnation of
value added by the agricultural sector. TFor example, the structure of
agriculture production has not changed significantly during the past twenty
years. In 1980, the traditional expnrt products (coffee, bananas, and, sugar)
accounted for 48.57 of the value added in agriculture, compared to 46.7% in
1962. Any declines in traditional export commodity prices have naturally had
a severe impact on export earnings and on the economny in general. Thus, in
1981 while coffee, banana and sugar export volumes increased by 347, 3%, and
0% respectively, agricultural export earnings decreased by 27 and total export
earnings increased by just 6%.

Costa Rica's industrial sector, on the other hard, gained
relative importance in the economy from 1963 to 1980. 1Its share of GDP rose
from 14.37% to 22.0% during that period, whereas agriculture's share of GDP
fell from 24.67 to 18.0%. During the last few years, however, industry's
share of CDP is steadily losing ground: current estimates for 1983 have
industrial production accounting for 20.6% and agriculture for 21%.
Non-traditional exports to regional markets, of which some four-fifths are
manufactured goods, declined in 1981 and 1982 by 1% and 22%, respetively.
Non-traditional exports to the rest of the world declined by 10% and 2% in
1982 and 1983.

For Costa Rica, with a small open economy, export growth is the
lifeline to higher standards of 1living. The country and its citizens
recognize that it needs to increase and diversify all of its exports if it is
to recover its former standard of living and embark again on a path of
long-term dynamic growth. Because it can no longer depend on the export of a
few traditional commodities, whose prices have deteriorated in recent years,
Costa Rica needs to transform its existing inefficient economic structure:
growth in the production of non-traditional goods, industrial and
agroindustrial, needs to be generated. New, more competitive markets will
have to be penetrated, and businesses will have to become more efficient in
their production and marketing. Recent studies and experience indicate that
Costa Ricans have not developed the necessery production and marketing
know-how to produce for new markets. 1

The CBI represents a great market opportunity for Costa Rica's
non-traditional exports. However, Costa Rican industry is not in a position
to turn to the export market in the U.S., in large part, because the required
know-how to make it happen is inadequate. To develop this expertise will mean

1/ The 1983 evaluation of the Mission's Private Sector Productivity Project
attests to the difficulties experienced by producers of non-traditional
poods which the BRANEY trading company was attompting to introduce into
the U.S. market. The evaluation was conducted by Arthur D. Little, Inc.

and is available in LAC/DR.



a costly investment for Costa Rican firms, precisely at a time when profits
are down and financial resources are scarce.

4., The Role of Costa Rican Manpower to the Recovery Effort

Costa Rica's private sector is a beneficiary of the country's
long-standing commitment to universal education. That policy has resulted in
a literate, relatively well-educated labor force. Technical/vocational skills
training in support of the country's industrial and agricultural development
has bheen done over the years by public vocational high schools and the
National Apprenticeship Institute  (INA). Private industry has also carried
out skills training, either in-house or in collaboration with INA, which
receives financing through a payroll tax. Currently, INA is collaborating
with industry to organize vocational training in new skills areas needed by
industries that are attempting to improve their production output or are
beginning to develop new products for export. L

While historically efforts have been made to meet skilled labor
reauirements, the same, however, cannot -be said of management or middle
management /technical skills development. The technical and production
management know-how for increasing industrial production is limited.
Familiarity with marketing techniques. and strategies for penetrating new
foreign markets is also insufficient.

Because productive enterprises cannot function in a vacuum, it
requires support from the financial and university systems. The technical
support from these two sectors is inadequate. Banks and financieras need to
upgrade key personnel in areas such as credit and project analysis, and
foreign banking and business practices. The Costa Rican Central Bank (BCCR),
which overseas the National Banking System (SBN), needs to improve its
managerial abilities in the decision-making and strategic policy dimensions of
money and banking and international financial management. The university
system needs to be more responsive in its training programs to meet the
demands of the private sector for higher quality graduates in key fields and
for providing specialized short term training to those already employed in

industry.

Thus, if Costa Rica is to embark on a new export-led growth
strategy which has among its principal objectives the promotion of more
efficient productive structures and the better utilization of financial,

1/ For example, INA, with the collaboration of the International Executive
Service Corp (IESC), organized a course for textile draw-back industries
to train on-line sewing machine mechanics. This type of repair work
reduces drastically the time that a machine is out of operation. INA is
also working closely with other industries such as Motorola to train
workers for new electronic product lines.



buman, and natural resources, manpower weaknesses have to be addressed as a
logical and necessary part of the strategy. An effort has to be made for
developing and upgrading critical managerial and technical manpower, as well
as for improving the educational infrastructure to help strengthen existing
capabilities and generate new capabilities.

a. Private Enterprises

A survey of 154 manufacturing firms, carried out in 1983 by
the University of Costa Rica's Economics Research Institute, identified
manpower, training needs for increasing exports as perceived by the compa-
nies .1/ According to the study, the general lack of marketing know-how is
cited most frequently as the number one deficiency of exporting firms.
Forty-four percent of those firms admitted being in an unfavorable position
vis-a-vis foreign buyers, because they tended to depend on the buyers for many
facets of the exporting process, i.e., marketing research and strategies,
product promotion, customs repulations and clearance requirements. Moreover,
nearly 607 of all the firms singled out management techniques as an area in
which they needed training, and 407% also identified quality control as another
area in which they were weak. The survey findings are consistent with
observations made to the Mission by representatives of the Chamber of
Industries, which has over 600 members, and other private sector chambers.

The Central American Institute for Business Administration
(TNCAF) recently conducted a survey, in conjunction with the Chamber of
Commerce, of 200 Costa Rican private sector firms. The results of the survey
showed that the areas in which entrepeneurs and managers expressed the
preatest need for knowledge and skills included general management and
financial strategies, as well as management strategies in times of crisis;
accounting and marketing under inflationary conditions; information management
systems; general organization and systems for greater efficiency in the
enterprise; and pricing methods. The INCAE survey also indicated that 80% of
the employees which the firms considered needed training already possessed a
professional level education.

The demand analysis of the training needs of non-traditional
exporting firms, summarized in Section VI. A. 1., identifies a potential
global demand for training of executive/managerial and technical personnel
which would exceed the resources of the Project. Consistent with the demand
analysis, training for this target group should be concentrated on the
provision of short-term training because 1) the firms cannot easily afford to
release key employees for prolonged periods of time; 2) the manpower

1/ The study, ''Personnel Training Needs to Increase Exports', and its data

- base were utilized in the Project's technical analysis to identily the
potential global demand for training of managers and technicians of
non-traditional export enterprises.



categories targeted for training generally already possess a basic
professional education; 3) many of the skills that need to be developed can be
acquired through short term training; and 4) relevant short term training can
be expected to have a positive impact on productivity in a relatively short

time span.

b. The Financial System

1) Banks and Financieras

Costa Rica has a very weak financial system._l_/ It is
dominated by four state-owned and govermment-controlled banks which have
absolute monopoly on demand and savings deposits. Over 96 percent of Costa
Rican bank assets are held by these banks and a public holding company. The
state banks tend to be slow and excessively conservative. The average loan
size bas historically been very small, and loan applications frequently take
months to process. The absence of the profit motive and a lack of real
competition in the banking sector is largely to blame for the system's
inefficiency.

In addition to the large state banks, eleven private
banks and 20 significant financieras are operating in country. Their
resources have either originated abroad (through loans or other forms of
intermediation) or have been raised locally in the form of equity or through
the sale of bonds, savings certificates, and similar obligations. Despite the
inpediments imposed by the legal framework within which private financial
institutions bhave to operate, they have repeatedly demonstrated greater
efficiency than the state banks, as well as greater responsiveness to private
sector needs. TFor example, despite the private banks' composition of only 4%
of total country bank assets, this private sub-sector earned approximately
one-third of total foreign trade commissions. Since the commission structure
is identical for all banks, this means that the private banks already process
one-third of all the foreign trade volume of the country (letters of credit,
collections, export liquidations, etc.) and this figure is climbing.

Recently, ten private financial institutions organized
into the Costa Rican Banking Association (ABC). The purpose of the ABC is to
promote and strengthen the country's financial and banking activities. With a
view toward eventual banking law reform, the ABC is seeking ways to strengthen
the position of private financial institutions so that they can contribute
more significantly to Costa Rica's future economic growth.

The ABC has identified the upgrading of financial
institution personnel as one of the highest priorities. At the executive
level, bankers need to become more knowledgeable of overall financial and

1/ A more detailed analytical discussion of the Costa Rican financial
system is included in Annex 7 to this Project Paper, which deals with

the financial sector training needs.



banking management. Mid-level officers need to improve their knowledge of
credit and project analysis techniques, foreign banking and business
practices, and of current banking procedures such as computerization and
internal audit systems. Their technical English language capability also
needs strengthening.

The assessment of the training needs of the financial
sector, summarized in Annex 7, recommends short-term training for
professionals in bhoth private and state banks. Because of the private
financial sub-sector's relatively greater receptivity to change, it is given
priority status for Project-funded training. State banks will be allowed
access to Project training courses to the extent that they demonstrate an
interest in improving their services. Two state banks have indicated such an
interest by applying for membership in tiwe ABC and expressing a desire to
collaborate with the ABC members to improve banking in Costa Rica.

2) 'The Central Bank of Costa Rica (BCCR)

The BCCR is responsible for the determination and
management of monetary, credit, and exchange rate policies. As such, it
performs a critical economic and financial advisory role to the GOCR, and its
actions and policies have profound implications for the economic life of the
country. It also acts as financial agent/banker to the State. Among its
broad range of responsibilities, it formulates annual credit programs and
ceilings and sets interest rates for the state and private banks. It also
adninisters all foreign exchange in the country and Is in charge of
controlling many aspects of foreign trade and capital movements. It monitors
the country's foreign debt and is an active player in present and future
public sector debt renegotiations. IMF agreements are also negotiated and
carried out with the BCCR's active participation.

To carry out its mandated duties, the BCCR must prepare
an enormous amount of reports, statistics, indices, and analyses related to
the economic activity of the country. It must also carry out many operations
which affect that activity, both directly and indirectly (i.e., through the
state banks). Despite the fact that some of its operations have been
computerized and others are in the process of being automated, the BCCR's work
is generally slow. Management skills in the BCCR are inadequate and certain
specialized knowledge (e.g., econometrics) is insufficient among its
technicians. The result is that the top management is often in a poor
position for making decisions that have broad policy implications, because the
information, analyses and recommendations emanating form the various
departments is frequently inadequate and/or slow in being produced.

The BCCR requested assistance from AID in FY 1983 to upgrade
its management and selected technical staff. Specifically, the BCCR requested
sore long-term graduate level training in the economic sciences and
statistics. Weak management areas that could be strengthened through
short-term training, including on-the-job-training in the U.S., are:
international financial markets and management of financial instruments;



international legal aspects of foreign debt negotiation/renegotiation; money
and banking management; bank accounting standards and controls; and management
information systems and decision-making. Technical English language
capability of selected managers and technicians also needs strengthening.

The assessment of the BCCR's training needs, discussed in
Annex 7, reviewed the Bank's request and generally found it to be sound and
well-balanced. Long and short term training is recommended. In-ccuntry
courses were recommended for dealing with subject matter that can be
cost-effectively taught locally. The required long-term training should be
provided in the U.S., because of the unavailability of those study programs at
the graduate level in the Costa Rican university system. Short-term training
in the U.S. is recommended to provide meaningful on-the-job or internship
study programs in the U.S. Federal Reserve or other major U.S. banks.

c. The University System

The Costa Rican university system consists of four public
universities and three private universities. Combined, they offer a wide
variety of study programs to over 55,000 students. The university system
produces ample graduates to meet most of the professional manpower needs of
(osta Rica. However, many employer groups believe that the content and
quality of the training being offered in a number of areas could be made much
more relevant to the needs of the productive and financial sectors.

Indeed, if a longer-term view is taken, it is clear that the
universities are not producing enougn graduates in certain
technical /professional skills categories, or the training is inadequate, to
meet the challenges of new production and exporting strategies. The
universities are cognizant of this deficiency, but they are not in a financial
position to upgrade their faculties through costly foreign graduate studies or
by importing qualified, but expensive, foreign professors.

Some of the fields of study most directly related to private
sector needs (as identified by the business, banking and academic communities)
include electrical/electronic and industrial engineering; economics and
business administration, and food and industrial technologies. Many of these
fields are offered in Costa Rica at the bachelor's level but are often taught
by teachers without graduate level training. This is especially true of some
of the most recently created departments in the highly specialized
technological fields. Other fields of study are taught by better trained
faculties, but those departments' overall credentials are inadequate for
offering quality training in fields, e.g. electronic engineering, for which
there is substantial demand in industry.

The assessment of the university faculty training needs,
discussed in Annex 8, identifies the specific departments of specific
universities that are recomended for receiving assistance in faculty
upgrading. Fach targeted department requires both long and short term
training in the U.S. Graduate-level academic trainees should have their
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formal education supplemented with complementary on-the-job training in their
particular fields. Other short-term training is recommended to provide
"refresher courses' for professors who already possess adequate academic
credentials, In addition, a need for visiting U.S. instructors to come teach
in Costa Rica was identified. These visiting instructors would 1) teach
courses in the universities and 2) conduct seminars on the ''state-of-the-art"
in various technological fields. These seminars would be a valuable vehicle
for promoting needed 1linkages between the university departments and the
productive sectors.

5. Costa Rican Ffforts in Human Resources Development and
Constraints

In recognition of the urgent need to revitalize the national
economy and the important role that well trained people have in carrying out
new growth strategies, certain institutions are already beginning to carry out
remedial efforts. The following are examples of these efforts:

- In mid-1983, INCAE began offering executive management and
export management seminars for business executives and managers
in response to overtures by private enterprise through the
Chamber of Industries and with the financial assistance of the
AID assisted umbrella PW, the Costa Rican Coalition for
Development Initiatives (CINDE).

-~ An International Trade Program has been organized by various
privace sector chambers and the University of Costa Rica, with
assistance from the UNDP and the GOCR Center for Export and
Investment Promotion (CENPRO). The purpose of this program is
to provide modular training courses for persons employed in the
exporting /marketing Jepartments of private enterprise.

- The Chamber of Commerce 1is collaborating with INCAE in
developing appropriate training programs in country for
entrepreneurs, executives, and managers.

- The Chamber of Commerce 1is also interested in expanding
observation travel by Costa Ricans to counterpart businesses in
the U.S. A small AID/W funded program provided this type of
training opportunities in mid-1983.

- Private bankers bhave organized the Costa Rican Banking
Association and are seeking ways to obtain assistance for
acquiring needed short-term training, including on-the-job
training, in U.S. banks.

- The Central Bank used to finance long and short term training
programs in the U.S. and other countries for its technical and
managerial staflf. Financial 1limitations have forced it to
suspend the program indefinitely. Currently, its personnel
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upgrading efforts have been reduced to financing limited
attendance by key staff at in-country, short-term courses and

seminars.

- The universities used to provide scholarships to faculty members
for graduate studies in foreign countries. The devaluation and
concomitant financial difficulties have forced them to cut the
training programs. Faculty upgrading currently being done is
through the assistance being provided by AID under the Missicn's
Science and Technology project, the LAC Regional Training and
CRI/LASPAU Training projects; the U.S. Fulbright Program; the
0AS, and, on the negative side, by Eastern Bloc countriesml/

The foregoing indicates that some efforts are being made or are
being thought about by businesses and bankers to upgrade the managerial
resource base of Costa Rica's private sector. The overriding obstacle to
these groups' doing more is a financial one. In particular, the recent
devaluation of the Costa Rican currency and the high cost, in dollar terms, of
U.S. training opportunities make such training prohibitive. In times of
economic crisis when businesses are striving for survival, resources for
investment are scarce. When the high risks of producing for and penetrating
new marketes are factored into the firms' strategic planning, investments in
personnel upgrading, though recognized as critical, carry additional risk.
Unlike investment in capital goods, in which the employer has a clear idea
about what he is purchasing (e.g., what the machine can do, how much it can
increase the productivity of his enterprise, how long its useful life will be,
etc.), the benefits of investment in personnel upgrading are less precise.
The training may or may not yield a predictable, profitable rate of return;
the trainee may or may not remain with the firm for a predictable, desirable

length of time.

Neverthless, firms are capable of and willing to invest in
personnel upgrading. As discussed in Section IV. A. 1, a considerable number
of exporting firms can contribute to the direct costs of training. This
cost-sharing capability has been factored in the Project's selection criteria.

Another obstacle to firms' investing in personnel training,
especially in the U.S., is knowing who to contact, where, and what training
opportunities are worth the tremendous effort and cost that would be implied.
An institutional clearing house/broker is needed to match the training needs
of firms with sources that can supply the relevant training. The development
of tbis institutional capability is needed and forms an important element of
this Project.

1/ While the AID financed training has been in developmental areas, it has
not focused primarily on the needs of the private sector. The other
donor sources of training grants have been directed at even broader
fields, including what could be considered as 'non-developmental"' areas.
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6. The Need to Institutionalize Costa Rican Capability for
Provision of Training for Private Sector Development

An important objective of development work in general is the
development or enhancement of a country's ability to marshal its own human,
physical and financial resources for overall social and economic improvements.

That a local institution should serve as the
Grantee/Implementing Entity for this Project is based on the recognition that
Costa Rica needs to address human resource weaknesses in a manner which is
flexible and which can adapt to changing national needs. The
institutionalization of this capability can thus increase the likelihood that
human resources development for Costa Rica's private sector can be sustained
after the Project assistance is termminated. This is, that A.I.D.'s investment
can and should stimulate a process of investment and reinvestment by
beneficiaries themselves with the continued collaboration by a Costa Rican
organization to assist in that process.

«+In Costa Rica, the capability to provide and manage the acquisition
of skills needed to increase productivity has not been sufficiently
developed. Public sector entities, such as the Ministry of Planning and the
Ministry of Foreign Relations administer some scholarship programs offered by
other donors. In addition, the National OCouncil for Scientific and
Technological Research has administered A.I.D. project funded training for
scientific and technological development.

There are two important reasons for not channeling the Project's
resources through these public entities. First of all, the GOCR's cumbersome
Firancial Administration Law (''Ley Financiera') would make for extramely slow
project disbursement and implementation, as every trainee contract has to go
through a lengthy clearance process, including approval by the <dJontroller
General of the Republic. Secondly, since the Project is directed at private
sector training needs, it would be more appropriate that the training program
be coordinated and managed by a) a private sector organization that would be
more in tune with private sector needs; b) an organization that has broad ties
to private sector groups in general and not just representative of specific
producer groups, i.e., the various chambers; and c) a non-profit organization
in order to minimize its vulnerability to pressures from specific interest

groups.

The significance of developing this Cesta Rican institutional
capability thus precludes contracting the overall Project coordination and
management to a non-Costa Rican organization. The latter would not only be a
more costly option, but it would require dollar financing. The Project
coordination and management by a local institution can be financed with local
currency resources. This would free up the Project's dollar funds that would
be required to pay for management costs if a U.S. organization were contracted
to be the overall Project Implementing Fntity. The '"freed" dollar furds make
possible the provision of greater amounts of training under the Project.
Thus, the proposed institution building element makes sense both from a
developmental perspective and cost-effective considerations.
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In the process of identifying a local institution that could
serve as the Project Crantee/Implementing Entity, the Mission examined various
options. It ruled out public sector agencies for the reasons noted above. In
looking at Costa Rican private sector options, the Mission considered INCAE,
CINDE, and CIAPA. (No other local private institutions exist which have the
characteristics listed above). There were advantages and disadvantages to
each. The Institutional Analysis, Section VI.D., discusses these.

At the PID stage, the Mission had proposed that CIAPA be the
Project Implementing Entity for reasons stated in the Project PID. However,
during the course of Project development, it became clear that the Project
management and administrative responsibilities would be difficult for CIAPA to
absorb effectively. In essence, the Project management implications were such
that CIAPA's primary role, functions and image would have been significantly
altered and that this would create problems for CIAPA when it was initiating
other new and important activities on a regional basis. Thus, during the
intensive review, the Mission and CIAPA agreed that it was not in CIAPA's best
interest to undertake responsibility for the overall management of this
Project.

At that point, the Mission turned to CINDE, which had earljer
requested consideration for becoming the Project's Implementing Entity.l/
CINDF is a relatively new private organization, the purpose of which is to
finance diverse activities aimed at promoting and strengthening private sector
development in Costa Rica. In recent weeks, CINDE has been working on
formulating its long range goals and plans. It has identified human resources
training as one of 1its principal action areas over the long run. An
institutional analysis of this organization is presented in Section VI.D.

7. Relationship to (DSS and AID Policies

USAID/Costa Rica's Country Development Strategy Statement (CDSS)
formulates a multi-element assistance strategy to help stabilize and
re-establish the bases for long-term, broadly based dynamic growth in the
Costa Rican economy. Achievement of this goal requires simultaneous action in
a number of different areas which are responsive to the Mission's major
strategic objectives. Those objectives are: (1) economic stabilization and
recovery; (2) strengthening of the financial system; (3) promoting exports and
investment; (4) improving economic policy making and public administration;
and (5) improving coordination between the public and private sectors.

1/ The Mission also considered INCAE because it 1is familiar with the
private sector and has the most training experience of the three
institutional options. However, INCAE's interest lies more in carrying
out its reasearch and academic programs, rather than in administering
specific, short term oriented training projects.
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Within this framework, the Mission's private sector strategy is
attempting to increase employment opportunities, labor productivity and real
wage levels by strengthening the private financial sector, expanding exports
and investments, and creating a more favorable environment for private
productive activity. ,

This Project will contribute to the overall CDSS strategy and to
the Mission's private sector objectives. Training support to private
producers and managers will assist them in making industry more productive and
competitive. By giving priority to decision-makers of exporting enterprises,
the project will be helping to further the AID-supported, Costa Rican
export-oriented policy thrust. By making training opportunities available to
the financial sector through the Costa Rican Banking Association and the
Central Bank, the project will contribute to the further development of
private banks and other financial institutions, in order to better service the
financial needs of the productive private sector. To the extent that the
state banks join the ARC, as they have been invited to do, their employees may
be considered for training. In this regard, the project is consistent with
improving coordination between the public and private sectors. Finally,
training for the Central Bank employees will reinforce other Mission efforts
aimed at improving economic policy making.

In addition, the Mission's participant training policies, as
expressed in the FY 1986 CDSS, stress channeling resources for training in
ways which support and reinforce the economir adjustment taking place in Costa
Rican industry. More specifically, that document proposes management skills
training for private producers; training of personnel of selected public
sector institutions which provide essential support to the productive private
sector; and post-graduate training programs for both public and private Costa
Rican universities in order to create and/or strengthen an institutional
expertise in several critical areas.

By its very nature, the Project will constitute a valuable
vehicle for transferring knowledge and technology which can be applied to the
country's productive processes. The proposed short-term training activities,
consisting of observation visits, on-the-job training, internship programs,
and specialized seminars and courses, will enable producers and managers to
make needed change in a relatively rapid manner. Furthermore, the
strengthening of key university departments will provide the means for human
resource development and technology transfer in years to come.

This project rests on AID's '"four pillars" in that it has
elements of private sector participation, technology transfer and institution
building. Better trained managers, executives, and Central Bank employees
could also contribute towards strengthening the long-term policy environment.

This project 1is also fully consistent with AID's Participant
Training Policy Determination which encourages participant training for three
purposes: (1) staff development for AlD-assisted projects; (2) strengthening



of key developmental institutions; and (3) establistment of local training
capacities.

8, Relationship to Current Mission Programs

The Mission is currently supporting numerous and substantial
programs aimed at stremgthening the private productive sector, the private
banking sector, the Central Bank, and the universities. Briefly, some of the

major programs include:

- the Fconomic Support Fund (ESF) cash transfer programs which have made
available $187 million since May 1982 in support of the GOCR's economic
stabilization program,which includes, inter alia: (a) the Central Bank
Rediscount Line, which has channeled, since May 1982, the local currency
equivalent of $80 million generated by the ESF cash transfers through
both public and private banks to support private sector activities; and
(b) $11.9 million in ESF local currency grant assistance to CINDE to
enable it to support export and investment activities directly with the
private sector, finance social and economic activities implemented by
PW's and cooperatives, develop a public awareness campaign to promote
drawback industries and foreign investments for Costa Rica, support the
Ministry of Exports so that it can develop and implement an export and
investment promotion strategy on behalf of the GOCR; and,

- a $10 million DA loan through the private Banco Agroindustrial y de
Fxportaciones (BANEX) to establish an integrated program of credit and
export-oriented banking services for producers, manufacturers and
merchants of non-traditional exports to world markets;

- a $10 million DA loan and a $5 million local currency loan from the ESF
program to the Corporacidn Costarricense de Financiamiento Industrial
(COF1SA), a private financiera, to provide critically needed credit to
the private sector;

- a $5 million grant in local currency generated by PL 480 sales to
fortify the lending operations of the recently incorporated private
Banco de la Cooperacidén (BANCOOP);

- grant-funded technical assistance through the Policy, Planning and
Administrative Improvement project to the Central Bank and Ministry of
Exports (MINEX) for improving economic policy formulation in support of
CBI activities;

- $21 willion in DA funding, both loan and grant, to establish a Private
Investment Corporation that will provide investment packaging services,
mediun and long term credit, and equity financing to investors for
export-oriented projects in Costa Rica.

This Project complements the above efforts, none of which have
attempted directly and on a wide scale to develop or upgrade the skills
necessary for private sector development. .
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9. Other Donor Cunplementary Activities

In its current program, the Inter-American Development Bank
(IDB) has a $30.0 million loan program with the GOCR for assisting Costa Rican
public universities to decentralize their facilities and study programs. The
loan basically finances construction of university buildings and the
procurement of equipment and library materials.

In the course of developing this Project, the electrical/
electronic engineering department of the University of Costa Rica (UCR) was
identified as one of the departments that would require training for faculty
upgrading. In addition to requiring training assistance, however, the
departinent clearly needed more and newer laboratory equipment in order for it
to become more effective in this vital area. Because foreign exchange would
be required for this procurement, and because the Project's foreign exchange
inputs were for finmancing training, the Mission and the UCR turned to the
IPB. The IDB has agreed to making the foreign exchange available from its
loan for the equipment procurement. In return, the Mission will make
available an equivalent amount in colones for the IDB's construction costs.

The AID local currency resources for this collaborative activity
are not included in the cost estimates and financial plan of this Project.
The activity will constitute a separate effort which will greatly enhance the
ouality of the department's teaching and reinforce the faculty upgrading to be
financed under the Project. No 1impediments are foreseen for this
collahorative undertaking between the Mission and the IDB.

R. Detailed Description

The reader is referred to the logical Framework in Annex 2 which
contains a thorough but concise statement of the Project's design.

1. Goal

The goal of this Project is to stimulate growth in the
production and exporting of non-traditional goods and services, resulting in
increased levels of employment and foreign exchange earnings for Costa Rica.
The Project will bring about more frequent and numerous opportunities for the
acouisition of skills needed by producers of non-traditional goods, thereby
enhancing their capacity to produce more efficiently and to export more
effectively. This in turn requires, inter alia, that the GOCR maintains a
policy environment which encourages exports.

2. Purpose

The purpose of the Project is to strengthen the human resources
which are needed for Costa Rican private sector development through a program
of selected training activities. The Project's purpose will be achieved by
training Costa Rican professionals and technicians in the United States and in
Costa Rica who are working in the private, non-traditional productive sector;
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the financial sector; and the university system. Carefully selected training
programs will be provided to a) individuals in private enterprises who are in
positions to bring about effective, rapid change in their organizations to
improve production and increase productivity; b) individuals in specialized
positions in the Central Bank and in the private commercial banks who need and
can utilize greater knowledge to improve the quality and efficiency of banking
services needed by private enterprises; and c¢) individuals teaching in
university departments that need to provide «critical educational and
technological support for the private sector.

The training mix to be funded under the Project includes both
long and short term training. Short-term in-country training will be provided
when it is available in country or when it can be organized locally on a
cost-effective basis. Long and short term training in the U.S., although more
costly, will be provided when the required training cannot be acquired in
Costa Rica. The Project's training strategy places special emphasis on
practical, ‘'bands-on'" learning experiences., ' The U.S. short-term training
activities will include observation study, on-the-job training, and
internships in appropriate U.S. settings for businessmen and bankers as a way
of reinforcing the more formally acquired knowledge. Meaningful ‘'hands-on'
training experiences will also be provided to canplement the long-term
academic training in the U.S. of the selected Costa Rican university
instructors. This practical focus 1is intended to facilitate appropriate
technology transfer by exposing participants to new management techniques and
manufacturing processes in operation, and to help them gain a better
understanding of new market conditions.

The Project activities and management will be financed under two
funding sources: Development Assistance grant dollar resources, and grant
local currency monies from the ESF Program Special Account. DA resources will
finance the foreign exchange costs of three Project elements--the U.S.
training, a U.S. Project Advisor, and dollar costs incidental to bringing U.S.
instructors to Costa Rica for in-country training. Local currency resources
will fund in-country training and Project coordination and management. The
funding arrangements will thus optimize the use of available and scarce

foreign exchange.

Selection criteria and their application are discussed in
Section IV, Implementation Plan.

At the end of the Project some of the major human resources
constraints to further private sector development will have been resolved.
The anticipated "End-of-Project' conditions are:

a. 2,720  participants comprised of private sector
entrepreneurs, managers, and  technicians utilizing newly acquired skills and
knowledge within their respective work place; 1

1/ The nunber of trainees shown correspond to numbers of participants,
rather than numbers of actual persons, dince it is anticipated that some
persons will participate in more than one training opportunity.



- 18 -

b. 1,161 participants comprised of selected banking
professionals 3mploying new skills or knowledge in Costa Rican financial
jnstitutions; L

c. 776 participants comprised of selected university staff of
designated university departments providing more relevant education and
technological support for meeting the manpower and information needs of the
private sector; and

d. an institutional system in place with capability to
identify, orpganize, coordinate, fund and monitor cost-effective and meaningful
training programs for Costa Rica's private sector development.

3. Qutputs/Inputs

The Project consists of four components: (a) Private Enterprise
Training, (b) Financial System Training, (¢) University System Training, and
(d) Project C(oordination and Management. These components are highly
interactive and mutually reinforcing. Should the last component be less than
successful, it is improbable that fruitful, practical and high priority
training plans and programs will be developed, funded and carried out.
Adoption and application of knowledge under the first three compcnents would
become much less likely. Component (a) is critical to strengthening the
capacity of private sector producers to spearhead Costa Rica's new, export-led
prowth strategy. Without components (b) and (c), the financial intermediation
and educational support needed by private producers to produce and market
their products more effectively will be inadequate, thus slowing or
frustrating the productive use of financial, human and technological resources
for private sector development. Thus, all the Project components must be
successfully implemented if its purpose is to be achieved. The outputs of
each of these components and their corresponding input requirements are
described in more detail below.

a. Private Fnterprise Training

This component will finance short term training in the U.S.
and in Costa Rica.

(1) OQutputs
(a) Short-Term Training in the U.S.

Short-term training consisting of observation

1/ The number of trainees shown correspond to numbers of participants,
rather than numbers of actual persons, since it is anticipated that some
persons will participate ip more than one training opportunity.
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gtudy, seminars and on-the-job internships in the U.S. will be provided.
Priority will be given to requests from firms exporting non-traditiomal goods
to extra-regional markets (see selection criteria in Annex 12). This type of
training is designed to (i) expose entrepreneurs, managers and key technicians
to new technologies on production/business practices; (ii) provide
participants with a better understanding of U.S. market conditions, marketing
structures and requirements, and (iii) provide participants with practical,
"hand-on'' experience in spr ‘fic areas of interest to sponsoring firms.

Approximately 320 persons will attend special
seminars or participate in observation study to the U.S. during the Project
period. In addition, approximately 200 persons will be provided internships
in the U.S. The average duration of this short term training is one month.

(b) Short-Term Training in Costa Rica

Utilizing local currency resources, a series of
short-term courses and seminars will be financed in-country for managers and
technicians of producers of non-traditional exports. This type of training is
designed to upgrade skills of managers and technicians in areas such as
general management, production management, managerial marketing, export
marketing, procedural and legal aspects of exporting to the U.S., systems for
product quality assurance and reliability, management informaticn systems, and

others.

Annex 13 presents a list of short courses that
may be provided in Costa Rica. Some of these courses are already being made
available by INCAE and the National University of San Diego which has a
program in Costa Rica. Other courses are in the planning stage and can be
developed by these and other universities in country. Occassionally, U.S.
instructors will need to be brought in to supplement the instructors available
locally in conducting the courses.

It is anticipated that during the Project period,
2,200 participants will attend these courses and seminars, the duration of
which may range from one to six weeks.

(2) Ipputs

The total cost of the Private Enterprise Training
component is estimated at $§ 6.0 million. The DA grant will finance: (a) 520
person months of short term training in the U.S.; and (b) 50 perscn months of
U.S. wvisiting instructors (international travel and honorariums) for
in-country courses and seminars. Total DA grant funding of this component is

estimated at $1.7 million.

FSF local currency will finance: (a) 1,200 person
months of short-term in-country training; and (b) 50 person months of local
per diem for U.S. visiting instructors. The total ESF local currency funding
for this component is estimated at $500,000 in coldn equivalent.



- 20 -

Counterpart contributions by participating enterprises
is estimated at $ 3.8 million in coldn equivalent. Counterpart contributions
will include international and in-country transportation, salaries and/or
family allowances, and contributions to direct training costs.

b. Financial System Training

(1) OQutputs

This component will finance 1long and short-term
training in the U.S. and short-term training in Costa Rica for managers and
professionals working in Costa Rican banks and financieras and in the Central
Bank.

(a) PBanks and Financieras

Short-term training in the U.S. and in Costa Rica
will be provided primarily to bankers and banking officers of private
financial institutions that are members of the ABC. To the extent that state
banks join the ARC, their managers will also be considered for in-country
training.

(i) Short-Term Training in the U.S.

Short-term training consisting of one-month,
on-the-job internships in U.S. banks will be provided to 30 banking officers
of private banks or financieras. This type of training is designed to provide
mid-level banking officers with practical, '"hands-on' experience in specific
areas of interest to the sponsoring fimancial institutions. The internships
are intended to reinforce general banking operations skills and to provide a
stronger analytical framework for day to day banking decisions.

(ii) Short-Term Training in Costa Rica

Local currency resources will be utilized
to provide a series of short-term courses and seminars in Costa Rica for
hanking managers and officers. This type of training is intended to provide
middle and upper 1level banking personnel with new skills and knowledge in
areas such as financial statement analysis, general credit analysis, general
banking management and organization, foreign trade transactions, and
operations management. Annex 12 presents a list of illustrative courses that
can be provided in Costa Rica. Some of these courses are already being made
available by local universities. Occasionally, U.S. instructors will be
brought in to supplement local teaching resources in developing and conducting
some of the courses.

To promote and support the efforts
undertaken by the ABC for strengthening Costa Rica's financial sector in
general and the private financial sub-sector in particular, its members will
constitute the primary heneficiaries of this training progran. Within that
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membership, the private banks and financieras will be allowed access to not
less than 60% of the training participant slots. State banks that are members
of the ABC will be allowed the remainder of the participant slots for each
course. CINDE will coordinate with the ABC the course offerings and their

timing.

During the Project period, it is anticipated
that approximately 740 participants will attend these courses and seminars,
the duration of which may range from one to four weeks.

(b) The Central Bank

Long and short-term training in the U.S. and in
Costa Rica will be provided to managers, section chiefs, and other key
professionals of the BC(R, including the Banking Audit Authority housed within
the BCR. These training programs are intended to improve management skills
and strengthen specialized knowledge required for more effective decision

making.

(i) Long-Term Training in the U.S.

During the Life of Project, long-term
training in the U.S. at the master's degree level will be provided for
professional employees of the BCCR in order to upgrade the Bank's capability
in certain specialized areas critical to improving the BC(R's operations and
oversight of the country's financial system, as well as its policy making
capability. Areas of need include economics, business administration,
statistics, and computer sciences. Obviously, effects of this training are
long-term in nature, and it is essential that the short-term thrust of this
component be complemented with this more costly long-term investment in order
to contribute to a more professional and productive environment for financial
system development and strengthening.

CINDE will work closely with the BCCR to
identify and select the appropriate candidates. Ten two-year grants will be
provided under this activity. Three months of intensive English language
training will probably be needed in most cases and has been included as part

of these training grants.

(ii) Short-Term Training in the U.S.

Short-term training consisting of
on-the-job internships in U.S. barks or the U.S. Federal Reserve will be
provided to professionals of the BC(R who occupy key positions in departments
that deal with the technical and policy aspects of the BCR's functions,
especially those which directly affect the operations of the financial
entities in Costa Rica. These internships are intended to provide selected
BCCR personnel with a fresh perspective to and practical experience in
specific banking operations and management. ‘These internships would be
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appropriate for professionals with management responsibilities in areas such
as foreign trade services, treasury and investment, credit and cash
management, electronic banking, and documentary operations.

This training program will make
available 21 three-month internship grants to the BCCR staff.

(iii) Short-Term Training in Costa Rica

ESF 1local currency funds will be
utilized to finance a series of short courses for the BCCR management and
other professional staff. The assessment of the BCR's training needs
identified three specifi: areas that need to be covered and can be provided
in-country. One, general management training, would help provide more of a
private sector managerial orientation at the BCCR and is intended to increase
efficiency and productivity of operations. Two, foreign trade operations
management training would upgrade skills in areas such as letters of credit,
bankers acceptances, collections, local customs regulations, money market
instruments, and issues pertaining to correspondent banking relationships for
documentary operations. ‘Three, training 1in international bank management
would cover areas such as cash management, investment strategies,
international money market instruments, liquidity controls, econamics, and
country risk.

Short courses on these and other
relevant topics will contribute to a smoother functioning of the BCCR and
foster greater sensitivity by the BCCR to the needs of the financial and
private productive sectors. Annex 13 includes an illustrative list of other
courses that can be organized in Costa Rica. In addition, English language
training for bankers will be provided to key BCCR staff, especially to those
individuals that will be sent to the U.S. on the BCCR internship training

program.

During the course of the Project, it
is anticipated that approximately 360 participants will attend these courses,
the duration of which may range from one to four weeks.

(2) Ioputs

The total cost of the Financial System Training
component is estimated at $1.9 million. The DA grant will finance: (a) 20
person years of long-temm training in the U.S.; (b) 93 person months of
short-term training in the U.S.; and (c) 18 person months of visiting
instructors (international travel and honorariums) for in-country courses and
seminars, Total DA grant funding of this component is estimated at $900,000.

ESF local currency will finance: (a) 555 person months
of short term in-country training; and (b) 18 person months of local per diem
for visiting instructors. The total ESF local currency funding for this
component is estimated at $169,000 in coldén equivalent.
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Counterpart contributions by participating financial
institutions are estimated at $779,000 in co’8n equivalent, and will include
international and in-country transportation, salaries, and contributions to

direct training costs.

C. University System Training

The ultimate value of this training component
will be in the nature, quality, and magnitude of change that results in each
participant; and the long-term, positive impact that each participant makes on
the academic program. No one would in any way denigrate the past
contributions of the Costa Rican universities to research and teaching. This
Project will, however, provide a new opportunity for the faculty to
participate and become partners with the private sector. This clearly
establishes a rare opportunity for significant new development.

(1) Outputs

Using the resources of this Project,
approximately six PhDs and fourteen Master's degrees will be financed for
selected university faculties identified in the training needs assessment for
this component. As an integral part of these advanced degrees, each PhD
candidate will receive 4 person months of on-the-job technical training and
each Master's candidate will receive 2 person months. This additional short
term technical training will assure that the candidates have current and
practical knowledge in their field of study. This  integrated
academic/technical training activity will be done in the United States.

In addition, short term training in the U.S.
will be provided for approximately 24 university faculty members. This
training will concentrate on using universities and industries in the United
States to expose the faculty members to the most current knowledge in their
field, and to the type of close cooperation and mutual reinforcement that can
exist between university and industry.

To reinforce existing Costa Rican faculties
and provide in-country training and consultations, some 13 visiting U.S.
professors will be brought to Costa Rica for local in-service training at the
specific university departments. In addition, considering the rapid
technological changes in the field of electronics, over the life of the
Project, twenty weekend semirars will be conducted by U.S. instructor
consultants on the most recent state-of-the-art in the electronics industry.

The universities that will participate in
this t-aining component are the University of Costa Rica (UCR), the Costa
Rican Institute of Technology (ITCR), and the Central American Institute for
Business Administration (INCAE). Given below is a detail of the assistance to
each university department identified for Project assistance on the basis of;
one, its critical role in Costa Rica's private sector development and, two,
its need for and ability to absorb and utilize faculty upgrading assistance.
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The selection of university faculty participants will be done in accordance
with the General Requirements for Project Participation by Universities found
in Annex 12.

(a) Electrical Engineering, UCR

The single most important target for
faculty  improverent  under this  Project is the  Department  of
Flectrical /Flectronic FEngineering at the UR. With the resources that are
being recommended, this program can become a program of prominence and be a
significant force 1in the industrial development in Costa Rica. This
department admits about 100 new students each year by competititve
exarination. The curriculum is strong in science and math, and a high quality
student is attracted. Of the 30 plus faculty, only 18 are full time. The 18
full time faculty have a strong commitment to building a quality EE program at
the UCR.

A total of seven long term training
prants will be given to the Department of Electrical Engineering for training
in the U.S. Three of these will be at the PhD level and four at the Masters
level. Three of these participants will specialize in Digital Control, two in
Flectronics, and two in Electrical Power.

In addition, eight faculty members in
this department will be given a total of 12 person months of short term
technical training in the U.S. This training will be focused on automation
and control systems and their effective utilization in industry.

To strenmgthen che existing faculty,
three visiting professors will be brought from the U.S. inr a total of 18
person months., These professors will work in the areas of digital controls,
electronic communications systems and electronic power control.

The twenty weekend seminars, on the
state-of-art in electronics will also benefit this department, both faculty
and advanced students, as well as representatives from the industrial sector.

(b) Industrial Engineering, UCR

The Department of Industrial
Fngineering is important to de development of the private manufacturing
sector. However, the staffing levels and faculty of this department are
currently under review. One faculty scholarship for a Masters degree can be
used at this time. Additional assistance in long term and short term training
was requested, but a final decision on additional AID financial assistance
must await a review of academic and personnel decisions now being contemplated

by the university.
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(c) Food Technology, UCR

The Food Technology Department has an
obvious key role in helping to develop non-traditional exports of processed
agricultural products. This department is currently undergoing a well
organized internal assessment. The faculty administration, students and
representatives of the private sector are all actively participating in this
process to make changes in the department that will better serve the needs of

the private sector.

This Project will finance two faculty
scholarships for Masters degrees, one in food chemistry and one in food
engineering. The administration of the UCR has made the commitment for two
more full time staff positions to make this faculty training/upgrading
possible. One U.S. visiting professor will be brought in for six months.
Short term technical training of six person months will be given to one
faculty member in the area of food fermentation.

(d) Economics Department, UCR

The Economic Sciences and
Administration Department and the associated Economic Science Research
Institute are important to Costa Rica for developing and maintaining a modern
economy. This department not only produces graduates in economics, but it
also maintains a bhuman resource base for economic research, feasibility
studies, and economic policy analysis. Also, the Institute collects and
analyzes valuable nation-wide economic statistical data on the industrial
sector. During the development of this Project, the Institute was the single
most important source of data on the Private Enterprise Training component.

To strengthen the faculty of the
Department and the Institute, faculty scholarships for two Ph.D.'s and two
Masters degrees will be awarded. ‘These degrees will be in economics,
statistics, and related fields.

To enable the Institute to collect and
maintain more reliable statistics on the Costa Rican economy, four faculty
members will be given a total of ten person months of short term training at
the U.S. Department of Labor. They will receive training in industrial labor
statistics, human resource projections, and the coustruction of national

economic indices.

To further strengthen the faculty,
visiting professors in statistics and information systems will be brought in
for a total of nine person months.

(e) Industrial Technology/Engineering, ITCR

The ITCR already has a well developed
relationship vith the private sector. Its active technological extension
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service reaches out to the industrial sector through publications and
consultancies., This program has been partially financed through the AID
Science and Technology Project which is now coming to a close.

To reinforce the young and energetic
faculty, scholarships will be offered for two master's degrees in industrial
engineering and two in wood technology. Eleven faculty members will also be
given short term technical training in several areas. Short term training in
electronics will be given to five faculty members for a total of five person
months. One participant will be trained in occupational health and safety for
one month. Two faculty members will be given training for one month each in
manufacturing engineering. One person will be offered one month's training in
industrial maintenance. In wood technology, one of the most important fields
at ITCR, two faculty members will each be given one month short term training.

Four visiting professors from the U.S.
will be invited to spend terms of six months in the fields of occupational
health and safety, manufacturing processes, metallurgy, and electronics. For
periods of three months each, visiting professors will be used in welding and
electric power. :

It has been explained previously that
INA trains blue collar workers in technical skills. Many of these INA
graduates, who may even lack high school diplomas, have risen in industry from
the production line into positions of management. Although they could greatly
benefit from the professional degree training of the ITCR, the present
curriculun of the ITCR needs some modification to best serve these INA
graduates, A visitimg professor will be brought from the U.S. to work with
ITCR and TNA to help develop a "transition" ct:riculum at the ITCR that will
allow the work-experienced INA pgraduates to enter and benefit from the
professional opportunities at the ITQR.

(f) Business Administration, INCAE

The contribution of INCAE to Costa
Rica's private sector has heen treated previously in this Project Paper. The
critical problem facing INCAE results from the expansion of their faculty from
33 in 1981 to 55 at the present time. The opening of its new campus in Costa
Rica required additions to its staff. This group of younger faculty is doing
research and teaching without the academic preparation of the older faculty
members. To help maintain the high standards of INCAE, two faculty
scholarships for Ph.D.'s in business administration areas will be financed.

(2) Weekend Seminars in Electronics; UCR,
ITCR, and Private Sector

As previously mentioned, the first
priority for faculty reinforcement is the field of electronics engineering.
This high-tech field is changing and improving rapidly. The focus of
innovation is the U.S. and, to assist the local electronics community maintain
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current with the 'state-of-the-art" of electronics technology, this Project
will finance twenty weekend seminars in current topics in electronics during
the Life of the Project. Leading experts in electronics will be brought frou
the U.S. to conduct the seminars for the benefit of professors and students
from UCR and ITCR, and leaders from the private sector. A special camittee
composed of members from the UCR, IT(R, and the electronics industry will be
formed to plan and manage these seminars for their mutual benefit.

(2) Inputs

The total cost of the University System
Training component is estimated at $3.0 million. The DA grant will finance:
(a) 46 person years of long temm training in the U.S.; (b) 88 person months of
short term training in the U.S.; (c) 65 person months of U.S. visiting
instructors (international travel and honorariums) for in-service teaching in
participating Costa Rican university departments; and (d) 20 visiting U.S.
instructors and experts for state-of-the-art seminars in-country on electronic
technology. Total DA grant funding for this component is estimated at $1.56

million.

ESF local currercy will finance 65 person
months of local per diem for U.S. visiting professors. The total ESF local
currency funding for this component is estimated at $175,000 in col8n
equivalent.

Counterpart contributions by participating
universities is estimated at $1.2 million in col6n equivalent. Counterpart
contributions will include international transportation and salaries of Costa
Rican professors who are provided U,S. training.

d. Project Coordination and Management

CINDE's overall coordination and management of
this Project will strengthen its ability to develop and manage relevant, high
quality training programs for Costa Rican private sector development. CINDE
will directly manage the Project's in-country training activities, including
the provision of U.S. visiting instructors for in-country courses and
seminars. The U.S. training portion of the Project will be coordinated by
CINDF and administered by U.S. contractor(s).

CINDE will be required to complete Project Data
Forms (PDF) on all participant trainees (U.S. and third country). The PDFs
will he submitted on a timely basis to S & T/Office of International Training.
When available, the Mission and CINDE will review the computerized participant
tracking system (PTIS) and the participant evaluation questionnaire currently
being developed by S & T/IT. These systems will be modified to meet Mission
and CINDE needs and used to monitor and evaluate project training if deemed

appropriate.

Aspects of Project coordination and management,
including the application of selection criteria, are described in the
Tmplementaticn Plan. Two in-depth Project evaluations are also outputs of
this Project component and are discussed in Section VIII, Evaluation
Arrangements., »
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To coordinate and manage this Project, CINDE's
staff will have to be expanded. During 1984 five new professionals will be
added to the implementation unit which CINDE will establish and another
professional, an accountant, will be added to CINDE's accounting department.
The costs of hiring the new staff and other logistical suport for the Unit
will be financed by ESF local currency resources.

The CINDE staff will be assisted during the first
three years by a Project financed advisor experienced in managing development
projects and preferably with a private sector business background.

The total cost of this component is estimated at
$2.0 million. DA grant resources in the amount of $433,000 will finance: (a)
three person years of a Project Advisor, and (b) two in-depth Project
evaluations. ESF local currency will finance: (a) six new professional
employees, (b) three non-professional employees; (c) transportation, office
eauipment, teaching aids and other logistic support for the implementation
unit; and (d) transportation and other logistic support for the Project
Advisor. The total ESF local currency funding for this component is estimated
at $1.6 million in colén equivalent.

ITI. COST ESTIMATES AND FINANCIAL PLAN

This Project will total $13.4 million, of which $5.0 million (37%) will
be an AID DA grant, with the remaining $8.4 million (63%) coming from ESF
Local Currency and participating institutions' cost-sharing contributions.

The Project funding period will be from FY 1984 through FY 1989. Annex
14 contains the financial tables for the Project, including tables A and B,
Surmary Cost Fstimate and Financial Plan and Projection of Expenditures by
Fiscal Year. These tables reflect projected costs by specitic inputs, by cost
elements within those inputs, and by foreign exchange and local currency. The
largesi category totalling $10.8 million, or 81% of total project costs, is
for training. Of this amount, 55% is allocated to the Private Enterprise
Training component, 17% for the Financial System Training component, and the
remaining 287 for the University System Training component. The following is a
summary breakdown of contributions to the Project and the specific inputs to
which contributions will be made:
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(In US $000)
LC HOST OOUNIRY

FX COST SHARING PROJECT

SPECIFIC INPUTS AID PART. INST. ESF TOTAL TOTAL
Training 4,165.6 5,777.4 855.4 6,632.8 10 798.4
Proj. Coord. and Mgt. 433.3 - 1,609.7 1,609.7 2,043.0
SUR-TOTAL 4,598.9 5,777.4 2,465.1 8,242.5 12,841.4
Contingency 401.1 - 128.3 128.3 529.4
GRAND TOTAL 5,000.0 5,777.4 2,593.4 8,370.8 13,370.8

The number of participants to be trained and person year/months of training
to be provided in each of the above mentioned sectors follow:

PARTICIPANT QUTPUTS/INPUTS
Long Term Short Term

Sector Participants Person Years Person Months
Private 2,720 - 2,720
Financial 1,161 20 648
University 776 46 1,408
TOTAL 4,657 66 4,776

The Project's Coordination and Management costs are approximately $2.0
million, which includes both DA appropriated dollars and ESF local currency.
Of this amount, 79% is ESF local currency to finance CINDE's Implementation
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Unit and the local currency costs of the Project Advisor. The remaining 21%
are dollar resources provided under the DA grant to fund the foreign exchange
costs of the Project Advisor and Project evaluation. The specific cost line
items under each of these budget elements are shown in Annex 14. Two
evaluations have teen scheduled, one in mid 1987 and the other at the end of
FY1989. The cost for these evaluations has been estimated to be $25,000 and
$50,000 respectively. The first evaluation will cover progress made towards
accomplishing the project purpose, CINDE's overall performance and the
performance of other entities involved in the implementation of the project.
The second and final evaluation will focus basically on the achievement of the
Project purpose and goal, as well as recommendations for continued training
activities vy CINDE.

A budget line item of $529,400 bas been budgeted for contingencies.
This amount represents 7.5% of the estimated total AID dollar and ESF local
currency costs. However, as shown in Annex 14, an additional 15% contingency
factor was established for all recurring costs under the Implementation Unit.
This factor was based on the variability of costs involved in the management
and supervision of the 1local training element of the Project, and
unpredictable costs arising from domestic inflation and devaluations. When
this '"built-in' contingency factor is taken into account, a total of $684,800
has been budgeted for contingencies, representing 10% of all AID and ESF costs.

Fxpenditures under this $13.4 million Project are expected to occur
in the following manner:

(In US $000)
COST SHARING

Year A.1.D. PART. INST. ESF TOTAL Y’
1984 - - 25.5 25.5 .2
1985 842.5 1,094.9 577.7 2,515.1 18.8
1986 1,278.2 1,399.2 522.8 3,200.2 23.9
1987 1,352.4 1,355.1 529.8 3,237.3 24.2
1988 910.9 1,032.1 458.4 2,401.4 18.0
1989 616.0 896.1 479.2 1,991.3 14.9
TOTAL 5,000.0 5,777.4 2,593.4 13,370.8 100.0
A 37% 437 207 100.0

Table C in Annex 14 presents the Summary Costing of the Project
Inputs and Outputs. Unit inputs have been allocated to each output activity,
so that costs incurrred under each can be monitored during Project
implementation and, at a later date, servve as a tool for evaluating financial

performance.

The Methods of Implementation and Financing for this Project as
currently envisioned by the Mission are shown in Table D in Annex l4.
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_ All funds, both dollar appropriated and ESF local currency, used to
finance in-country training and the Project Implementation Unit will be
maraged directly by CINDE. All U.S. training contracts negotiated by AID/W
with U.S. training administrative entities for accomplishing the Private
Fnterprise, Financial System, and University System training elements of the
Project, will be managed directly by USAID/Costa Rica in coordination with
CINDE. The contract with the U.S. Project Advisor will be managed by the

Mission.

CINDE will bte charged with the responsibility of sound cash
management and fiscal control for all funds, including the detailed accounting
and reporting on cash receipts, cash outlays and expenditures by obligating
document (any contract to which CINDE is a party). Forms to be used and
procedures to be followed by CINDE for discharging its responsibilities will
be those established by the Mission for local currency and U.S. dollar

financing.

The systems for internal control and accounting within CINDE for the
financial management of this Project will be designed and established by a
certified CPA firm acceptable to AID. Until this system is in place and
functioning, no disbursements other than for start-up costs (the equivalent of
$25.5 in Local Currency during FY 1984, Table B), will be made to CINDE.

To provide senior responsible officials of CINDE and AID with
assurance that adequate financial management practices are exercised in
handling resources provided under the Project, an independent audit of CINDE's
financial records for the Project will be carried out annually. The cost of
this audit will be funded under the "Implementation Unit" budget element of
this Project (see Table H, Annex 14).

Capabilities relating to the administration, contracting,
implementation and evaluation of Project activities will also be developed
within CINDF with Project funds.

The development of all in-house capabilities, both accounting and
managenent, will be closely monitored and evaluated by AID to ensure that
CINDE develops an efficient training unit.

A1l direct AID oblipations funded under this grant will be handled
by the Mission directly in the form and manner established by AID for such

purposes.

A1l details concerning the costing of each element within the
Project, are shown in Annex 14.

Inflation for U.S. training costs has been taken into account by
using constant long and short term training cost estimates provided by LAC/DR,
which, in the Mission's experience are conservatively high, i.e., $1,700 a
month ($20,400 per year) for U.S. long term training and $3,100 per month for
U.S. chort term training. Present experience is that U.S. long term costs are
about $15,000 per year. Using this latter figure as the base cost as of 1984
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and factoring in inflation at 10% per year for the five year period of the
Project, yields an average annual cost of $20,147 per year for long-term
training. This average annual cost is $253 less than the $20,400 used as the
planning budget level in this financial plan. Therefore, the Mission
considers that sufficient funds have been budgeted to cover the proposed
training costs.

Mission experience reflects a similar situation to that explained
above for the $3,100 per month cost used in bhudgeting for U.S. short term
training.

Likewise, the cost estimate of $750 per person month for in-country
short term training is considered to be very conservative. At the present
exchange rate $750 equals approximately 32,625 colones, which is similar to
the cost charged by INCAE for this type of training. Most other local
institutions charge considerably less than INCAE.

Costs for the Implementation Unit were estimated in colones at 207
inflation and converted to dollar equivalency for budget presentation. An
inflation/devaluation schedule assuming a 207 domestic inflation rate and a 8%
world inflation rate provides the following exchange rates which were used for
converting local currencies into dollar equivalents:

Domestic World Exchange

YEAR Inflation Index Inflation Index Rate
1984 Raseline 100 100 44
1985 Fstimate 120 108 49
1986 Projected 144 117 54
1987 Projected 173 126 60
1988 Projected 207 136 67
1989 Projected 249 147 74

For the purpose of calculating dollar equivalents, the exchange
rates shown above were rounded to the nearest whole integral.

With regard to the Project's recurring costs, CINDE has agreed to
continue supporting the training efforts after AID's assistance is terminated
to the degree its resources permit. This comnitment is expressed in its
letter request for assistance, exhibited as Annex 4 to this paper. The level
of coverage of future recurring costs will depend on the level of needs for
training at the end of the Project, in 1989, By that time, beneficiary
institutions should be in a position to make larger counterpart investments in
the training of their personnel. Should foreign exchange be required beyond
the Life of the Project, CINDE will seek such funding from AID or other donors.
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1V.  IMPLEMENTATION PLAN

A. TImplementation Responsibilities and Administrative Arrangements

CINDE will bave overall project management and coordination
responsibilities for project implementation. In addition to establishing a
special Council of Directors for this Project, CINDE will hire a Project
Manager, an Assistant Manager, Technical Specialists for each of the three
technical components, and adequate secretarial and accounting support. TIhe
Council will have decision-making authority for the Project and will keep the
CINDE Board of Directors informed of Project activities. More information on
the Council is provided in the Institutional Analysis of this paper.

CINDE will directly manage all local currency accounts, as well as
the U.S. dollar expenditures for the 'state-of-the-art" seminars on
electronics, the visiting U.S. instructors, and the Project evaluations.

CINDF will be responsible for negotiating and managing contracts
with local entities for conducting a variety of in-country training courses.
For all U.S. training, both long term academic and short term technical,
contracts to U.S. training administrative entities will be made by AID/W.
These contracts (for private sector, banking, and university training) will be
managed by USAID/Costa Rica, but CINDE will have the technical coordination
role with these U.S. contractors. USAID will rely heavily on CINDE to see
that the activities of the individual U.S. contractors are performed in a
manner that is in the hest interest of the composite program for which CINDE
is the overall coordinating agency. For example, USAID will normally expect
CINDF clearance on any U.S. contractor voucher as one of the administrative
steps before voucher payment is authorized.

CINDE, through its implementation unit profesional staff, will
maintain constant liaison with the Costa Rican participant groups. The
principle liaison between CINDE and USAID will be performed by the Project
Advisor. The announcement of training opportunities, establishment of
participation criteria, and selection of candidates will be major
administrative responsibilities of CINDE,

1. Elibigility and Selection Criteria and Other Participation
Requirements

The following general criteria will be utilized as guidelines
for screening training requests:

a. Requests for training indicate the importance of the
training to the development needs of the non-traditional export sector, the
financial system, and the selected university departments.

b. The type and level of training requested by organizations
from the intended target groups are consistent with the Project objectives.

c. Orpanizations wishing to participate in training programs
indicate their willingness to contribute to the costs of training.
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d. Requests for training indicate a degree of certainty that
the trainee will be effectively employed in his/her sponsoring organization
after completion of training.

CINDE will announce, on a periodic basis, through appropriate
media, the availahility of the training grants and their eligibility
requirements.

Selection of U.S. training participants will be done on a
corpetitive hasis. Selection criteria pertinent to the various U.S. training
components are presented in Annex 12. For example, in addition to the general
eligibility criteria, point systems will be utilized for the Private
Fnterprise and Firancial System Training components in order to minimize
unfair preferential consideration, and at the same time assure that the grant
funds will be used in accordance with the Project objectives. The proposed
point system for selection of Private Enterprise participants is designed to
(i) target the training grants to firms which have the potential for making
the greatest impact in stimulating growth in the production and marketing of
non-traditional export goods and services (ii) maximize the contribution of
the private sector to the costs of training; and (iii) not discourage small
firms from participating. Because the need for training from the
non-traditional export sector far exceeds the funding available (see Section
VI.A.1.) the selection system will thus lead to optimal allocation of training
resources.

For in-country training, CINDE will contract local institutions
to organize and conduct the courses and seminars. Prior to contracting for
the training services, CINDE will informally poll the various chambers and
private sector groups to confirm their interest in participating in the
courses and seminars. In this way, at least a predetermined minimum number of
participants can be expected to participate in each course or seminar. CINDE
will announce the courses and seminars through various media. The
announcements will indicate the training content, duration, location, and the
cost for each participant. Each participant will pay the announced cost of
the course or seminar directly to the entity contracted to deliver the
training. CINDE will pay the training entity the difference between the
amount paid by the participants and the real cost of the activity. The
percentage of the real costs of training to be provided under the Project will
be approximately 40% to 50%. This is consistent with the assistance made
available by other donors to instituticns like INCAE for the provision of this
type of training. This cost-sharing requirement will serve as a 'lmarket test"
criterion for participation in in-country training.

Upon registration, each participant will fill out a simple form
which elicits basic information about the participant and his fim. This
informatjon will be kept by the Project implementation unit and can serve as
source material for tracking the implementation progress and for Project
evaluation.

For training in the U.S., sponsoring groups will be expected to
cover, at minimum, the costs of international travel and employee salaries.
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Prior to initiating U.S. training, each candidate will sign a contract witt,
CINDE and his/her employer, whereby the candidate agrees to continue working
for the employer after completion of training for a period of not less than
one year or, in the case of long term training, for double the period of
training. The placement, administrative services for the training, and
propress reports on the trainees' performance during training will be
performed by U.S. contractor(s).

CINDE has agreed to establish a Project Coordination and
Management Unit in its San José offices. The staffing for the unit is
discussed in the Institutional Analysis. The professionals working in that
department will maintain close contact with the private sector, financial and
university communities, as well as with the U.S. contractor(s) who will be
providing administrative services to CINDE for the U.S. training elements.
The team will be assisted during the first three years by a Project financed
advisor, experienced in managing development projects and preferably with a
private sector business background. The Project Advisor will report directly
to the USAID General Development Office. This person will assist the
implementation unit in establishing implementation systems and procedures,
preparing RFP's and annual implementation plans and budgets, monitoring
Project implementation, assisting in Project reviews and evaluations and in
approval of Project activities.

R. Dishursement Procedures

No deviation from standard AID disbursement procedures is
anticipated. Because the dollar costs of this Project are grant funded, the
source and origin of dollar financed goods and services will be the United
States, Geographic Code 000, except as waiver authority for services from AID
Ceographic Code 941 is allowed on a limited case by case basis. (See Section
VIT, Conditions, Covenants and Waivers.) Disbursement for local currency
costs, from the colones used as counterpart, will likewise be made in a manner
acceptable to AID. These procedures will be transmitted to CINDE via
Implementation Letter(s).

C. Procurement Procedures

The selection of consultants and contractors, procurement of
equipment and material, shipping and insurance will be done in accordance with
standard AID procedures. For those DA grant funded acquisitions for which
CINDE is responsible, terms and conditions will be enumerated in the
Cooperative Grant Agreement and subsequent Implementation Letters.

One U.S. Project Advisor will be contracted for three years by USAID
for liaison with CINDE. The ILOP dollar cost of this adviser will be
approximately $358,000. At least this amount should be obligated in FY 1984
in order that the Project's implementation during the first year proceeds
according to schedule (see Annex 5, Schedule of Major Events). This contract
will be issued to a minority-owned, 8(a) firm, in response to Gray Amendment
concerns.
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The procurement of the technical services for the Project funded
training to take place in the United States will be formally advertised and
corpeted under three separate RFP's corresponding to the U.S. training to be
provided under the three project components, 1i.e., Private Enterprise
Training, Financial System Training, and University System Training. USAID,
with advice and assistance from CINDF and the regional contracting officer,
will define the scope of work for each training task and forward to SER/QM,
withk copies to LAC/DR, the PIO/T's for the three RFP's. As an administrative
service to the Mission, AID/W will publish the RFP's, evaluate the proposals
and negotiate and award the contracts. Among others designated by AID/W to
review and rank order the proposals, a representative of CINDE will be a
member of each technical proposal evaluation committee. Although AID/W will
award the contracts, USAID/Costa Rica will be designated as having contract
management responsibility.

D. SCHEDULE OF MAJOR EVENTS

Dishursement of funds is scheduled over a period of five fiscal
years. The Project Assistance Completion Date (PACD) will be 60 months from
the date of siening of the Cooperative Crant Agreement (planned for early
September 1984). Because this is a grant funded project to a private entity,
ratification by the Costa Rican Legislative Assembly is not required.

A detailed schedule of major events is included as Annex 5. The
'maior events'' are categorized by the principle responsible agent, i.e. AID,
CINDF, U.S. Contractor, local Contractor.
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V. MONTTORING PLAN

A, AID Project Monitoring Arrangements

Project monitoring will be exercised by a U.S. direct-hire Project
Manager assigned from USAID's General Development Office (GDO). The Mission
will use Project funds to finance a PSC Project Advisor to assist the CINDE
Project Manager and the (DO Project Manager in implementing the Project. 'The
GDO Project Manager will work closely with CINDE and cooperating universities,
hanks, and private enterprises to assure that the provisions of the
Cooperative Grant Agreement and Implementation Letters are met.

As reauired by Mission policy, a Project Implementation Committee
will be established. This committee will meet periodically to review and
direct Project implementation. The GDO Project Manager will chair this
camittee, and the other members will be representatives from the Private
Sector Office; the Program and Project Development Office; and the

Controller's Office.

The (DO Project Manager will also call upon other Mission office as
needed. This will include:

1. The Private Sector Office (OPS), which has primary Mission
responsibility for contacts with the Chamber of Industry,
private enterprises, and the private banks. The OPS will
assist the Project Manager, as needed, in liaison activities
with the private sector, the prime beneficiary of this
project. The OPS will also have a major inmput into Project
reviews and evaluations.

2. The Project Development Division (PDD), which will monitor
Project implementation to assure that the terms and
conditions of the Cooperative Agreement are met.

32, The Mission Controller, who will review disbursement and
reimbursement requests for conformity with AID regulations
and will epsure that adequate financial controls are

exercised.

4. The Program Division, which will assist in carrying out
AID/CINDE project reviews and evaluations. Further, the
Training Officer will assist CINDE in certain AID
administrative requirements for participants in U.S.
training.

B. Assessment of AID Monitoring Capabilities

It is expected that given the level of Mission staff, planned and
on-board, that there will be no difficulty in carrying out Project monitoring
responsibilities. As mentioned in the Implementation Plan, assistance will be
needed from AID/W in preparing RFP's and negotiating contracts for the U.S.
training components.
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VI. SUMMARIES OF ANALYSES

A. Technical Analyses

In the course of Project development, assessments of training needs
of private enterprises, the financial sector, and of selected university
prograTs were carried out. The major findings of those assessments are given
below.2.

1. Temand for Training of Export Enterprises

The assessment of the training needs of private enterprises
focused on identifying training needs of Costa Rican non-traditional exporting
firms, because of the need to stimulate and reinforce Costa Rica's transition
to export led growth. The assessment, which was based on the review and
analysis of existing and recent data, identified a potential demand for
training in the sub-sector which far exceeds the project's resources for this
component.

Data was tsken from a recent survey based on a random stratified
sample of 154 local industries.2/ 'The sample included small (1-20 workers),
medium (21-100 workers) and large (more than 100 workers) enterprises.3/ Of
the 154 firms, 65 were export-oriented and admitted a need for training
persornel that could be classified in two categories: a) executive personnel
(presidents of firms, general managers, marketing managers); and technical
personnel (professionals in administration, production, finance, sales and
advertising). The demand for training among the 65 firms totalled 242 persons
in the executive category and 1,671 persons in the technical category.

Using statistical expansion methodology, the potential demand of
the larger universe of exporting firms requiring training of the type proposed
by this Project was estimated at 5,204 persons, or 726 executives and 4,478
technicians.4/  aAdditionally, the study concluded that the overwhelming
demand for training would be for short-term training, due to difficulties of
firms' releasing key managers for prolonged periods of time.

1/  The three studies are lengthy and are available as '"bulk annexes" in
LAC/DR and Mission files. Detailed summaries are presented in Annexes
6, 7 and 8 to this Project Paper.

2/ "Personnel Training Needs in Order to Increase Exports', Institute of
Fconomic Research, University of Costa Rica, June 1983.

3/ Seventy-eight percent were firms in the medium to large categories.

4/ See Annex 6 for the breakdown of the potential global demand for
training hy occupational categories and by economic activity.
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The assessment also found a significant percentage of firms were
disposed to finance the needed training: 50.9% were willing to cover the
complete cost of training, 43% were willing to finance a portion of the
training costs, and only 6.1% were unwilling or unable to pay for the
training. Based on the above results, a cost-sharing criterion in included in
the competitive selection process (see Annex 12) for private enterprise
training to be funded under the Project. Such a criterion will serve as a
"market test'' indicator of firms' seeking to reap economic benefits from their
investment in training and thus will promote a rational allocation of scarce

training resources.

2. Training Needs of the Financial Sector

This assessment analyzed the overall financial system, including
the Central Rank, state hanks, and private banks and financieras. It
identified several major weaknesses or constraints to the development of a
healthier, more responsive financial intermediation process. While the
deficiencies apply primarily to the state banks, there has been spill-over
into the private sub-sector as well. In general, the problems, which can be
viewed as legacies of the 1948 banking nationalization, are evidence of a
pervasive lack of professionalism. There is no general banking 'culture" and,
in the public sector, no concept of providing a service to the customer. In
the private sub-sector, there has been some improvement. However, there
continues to be excessive preoccupation with collateral instead of cash flow
and insufficient emphasis on credit analysis and financial planning. General
knowledge of what is going on in banking outside of Costa Rica is also
insufficient. The assessment concluded that private financial entities are
more dynamic than the state banks and are more capable of absorbing change and
implementing reforms. Thus, the Project's emphasis on giving priority to
private financial entities associated with the Costa Rican Banking Association
was found to be sound. To foster harmonious relations between the public and
private financial sub-sectors, the study also recommended that state banks
which join the ABC should be allowed to participate in in-country training.

With regard to the Central Bank, the analysis found it
imperative that it be included in the Project's financial system training
component because of its key role in setting the ground rules for the
functioning of the overall system. Moreover, the assessment pointed out the
importance of providing BCCR managers and key technicians with training so as
to promote increased efficiency, as well as greater sensitivity on the part of
the BCCR to the financial private sector and to the private sector in general.

The specific training recommendations for this sector have been
incorporated in Section II.B., 'Detailed Description.' The training mix took
into account the skills that need to be develpped, cost-effective methods that
could be implemented to develop the skills, and the degree of institutional

comritments to participation in training programs.

3. Training Needs of the University System

This assessment was based primarily .on interviews with chief
administrators and selected faculty members of Costa Rica's universities, as
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well as with key leaders of the private sector. The latter were interviewed
to ascertain their perceived needs for private sector human resources training
and the role the universities could or should play in this process. The
universities were each asked to submit documents which would outline which
faculties most directly aided the private sector and suggest what faculty
training was needed to improve assistance to the private sector. Some
university submissions were shown not to merit further consideration.l/

During the course of the interviews, interesting perceptions and
common concerns emetged. The expansion of the electronics industry in Costa
Rica was one of the most important and persistent themes within the private
sector and the universities. The private sector clearly stated a desire to be
involved in program planning with the universities. In contrast, some of the
universities either showed little interest in collaborative undertakings or
were 'nsure about how to carry it out.

The assessment's recommended responses to identified training
needs thus focused on the matching of private sector needs with faculty
upgrading requirements. The training assistance mix, described in the
"Detailed Description' to this Project Paper, includes long and short term
training in the U.S. for Costa Rican professors; visiting U.S. professors; and
specialized seminars on electronics technology for both the university and
private sector communities. Care was taken to integrate practical '"hands-on'
training for faculty, even for professors undertaking long term academic
studies in the U.,S. in order to foster a greater appreciation of private
sector endeavors. The selected university departments showed much interest in
this strategy. To participate in training oportunities under the Project, the
targeted departments will be asked to initiate, if they have not done so
already, joint activities with the local private sector. The visiting U.S.
professors and a technical specialist working in the implementing entity will
assist in belping to develop these partnerships. In addition, the specialized
seminars for universities and the private sector will serve as a valuable
mechanism for helping to bridge the gap between the two sectors.

B. Fconomic Analysis

1. Increased Knowledge and its Application and Economic Growth

Economic growth occurs either from an increase in the amounts
and quality of the inputs employed or as a result of higher productivity, the
increase in output per unit of input. Denison, in his study of the sources of
economic growth in the United States from 1929 to 1957, estimated that 68% of

1/ Reasons for not considering proposals were: lack of interest in
involvement with private sector training; non-availability of full-time
faculty; and non-applicability of program to the needs of the private
sector.
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the U.S. growth rate over the period (2.93% compounded annual average)
resulted from the increase in total inputs. He attributed 54% to the
utilization of more labor, adjusted for quality change (including 22.9%
attributable to higher levels of education). The greater capital stock was
credited with 14.7% of the growth rate. Higher productivity accounted for

31.7%.

Fconomies of scale and the advance of knowledge were the most
important of the factors accounting for increased productivity. Economies of
scale, basically a result of larger markets and the greater specialization
they brought about, accounted for 38% of the increased productivity (11.6% of
the 2.937 p.a. growth rate). 'Increased knowledge and its application"
accounted for 627 of the higher productivity, or for about 20% of overall
growth. Creater knowledge and its application was responsible for 36% of the
growth in natioral income per person employed.l.

Other researchers using production function estimates tend to
confimm Denison's general findings.<.

In short, the role of increased knowledge and its applications
(greater efficiency and utilization of improved technologies) in economic
growth is critical. As Scherer points out, "au output handicap of ten percent
of gross national product due to static inefficiency is surmounted in just
five years if the rate of growth of output can be raised through more rapid
technological change from 3 to 5 percent per annum, or in 20 years if the
growth rate can be increased from 3 to 3.5 percent." 3/

2. An Attempt at Quantification

This Project is of the "human resources development" variety.
It is widely recognized that the quantification of economic costs and returns
for this type of Project is a difficult, if not impossible, task. The Project
also has an "institution-building' element equally difficult to quantify in
terms of benefits and costs. The Project is designed to increase the

1/ Fdward F. Denison, The Sources of Fconomic Growth in the United States
and the Alternatives Before Us, 1962, p. 266 and p. 269

2/ Solow, working with data on U.S. productivity between 1909 and 1949,
concluded that 'gross output per man-hour doubled ... 87.% of the
increase due to 'technical change' (a residual) and 12.5% to increased
use of capital." Solow, Robert M., '"Technical Change and the Aggregate
Production Function', Review of Economics and Statistics, August, 1957.

3/ Scherer, Fredrick M., Industrial Markef Structure and Economic
Performance, 1971, pp. 346-348.
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incidence of improved managerial and technical skills to raise productivity in
the non-traditional productive sector of the Costa Rican economy.

Unfortunately, estimating the value of anticipated returns
resulting from human resources upgrading or development involves so many
assunptions that to do so would not be very meaningful. First, a value would
bave to be assigned to knowledge, a semi-public good having no real market.
Secondly, one would have to speculate on the frequency and economic importance
of the applications of knowledge to come out of the acquisition of that
knowledge. Finally, it would have to be shown that applications of knowledge
acquired through training result in a better income distribution, and a value
would have to be assigned to such a distribution.

For this analysis two approaches were taken. One, a
benefit/cost analysis was undertaken of the Project's private enterprise
training and, two, a least-cost analysis was made of the financial sector
training and of the university faculty training. The first approach involved
using a proxy training activity which took place in Costa Rica in 1983 and
which permitted a comparison between the Project's private enterprise training
activities and the proxy training activity from which benefits can be
quantified. The second approach, that of least-cost analysis, was used for
the financial sector training and the university faculty training components,
due to the fact that the relationship between training and increased
production is difficult to establish for these sectors and because of their
relatively smaller share in the overall project. ‘These approaches are
consistent with the guidance provided by LAC/DR in the cable STATE (072920 and
by the TDY assistance of the LAC/DR eccnomist, Ben Severn.

~a. PBenefit/Cost Analysis of Private Fnterprise Training

This activity is aimed at improving productivity in Costa
Rican firms, basically those in the non-traditional, extraregional exporting
sector, through the upgrading of skills at the firms' executive, managerial
and technical decision-making levels.

In December of 1983, the newly located INCAE campus in Costa
Rica conducted a short term course in export management. Because this course
is similar to those planned under the Project, it was selected as a model for
the benefit/cost analysis for this component. An ex-post evaluation of the
INMCAE course (using INCAE's data) was considered to give a fairly
representative measure of the expected impact of the Project, inasmuch as it
was not only similar to courses that can be financed under the Project, but
also because it was aimed at the same types of direct beneficiaries. The
assumnption for using this proxy is that similar results could be anticipated
for the private enterprise training component.

A random sample of ten participants from the INCAE course
was drawn and formal interviews were conducted with each one. The objective of
the interviews was to estimste salary differentials -- the before and after
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the course salary levels. The assumption here was that increased salary
levels after training reflected an increase in the firm's productivity, which
permitted the firm to raise the compensation to the trained employee. It has
to be pointed out that increased salary estimates used as a proxy for increase
in total value added for a defined set of factors of production, or increase
in per unit of output profits for a defined set of outputs, understate the
true benefits., Value added is a broader concept that includes the returns to
all factors of production --capital and other labor-- that also increase
productivity as a result of skills upgrading at the firm's decision-making
level. Getting to this level of detail was simply not feasible because, on
the one hand, employers are reluctant to provide reliable information and, on
the other hand, because it is extemely difficult to obtain good and meaningful

estimates.

Table 1 shows the salary increases stated by the
interviewees. These salary increases were discounted at an 187 interest rate
(an estimate of the opportunity cost of capital) for a period of five years
and compared at present value with the tuition cost of the INCAE course. The
R/C ratio obtained was 11.7, a seemingly unreasonably high figure. One has to
suspect that factors other than the training received are included which
introduce an upward bias to the results.

Neverthless, part of the salary increases necessarily have
to account for the employer's estimate of improved productivity as a direct
result of training. On this basis, even if only 10% of the salary increases
(a conservative assumption) are considered, the B/C ratio is 1.2 and a rate of
return of 25.5% is obtained. (See Table 2)

Thus, by taking only a conservative measure of the benefits
of training, the Project is economically justifiable. The short term training
for the private enterprise component accounts for a large share of the
Project's activities. Due to the similarity of the training to be funded
under this component with the INCAE course, it can be anticipted that
analogous results will be obtained from the Project's largest component.

b. Least-Cost Analysis of the Other Training Components

The approach used to quantify the benefits of the private
enterprise training could not be used for the financial sector and university
faculty components, essentially because the latter two include public sector
employees of the Central Bank, some state commercial banks, and some public
universities. Public sector salaries are set by the govermment and salary
increases are made across the board, regardless of performance. It should be
pointed out, however, that despite the seeming lack of incentives for improved
employee performance and productivity, the public sector remains an attractive
employment option for the job security it represents and for other additional
benefits offered by the government.

Therefore, since salary differentials could not be used as a
measure of the benefits derived from training, a least-cost analysis was
utilized.
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TABLE No. 1

Sample of Participants from the INCAE Course

Samrple Tuition Costl/ Annual Salary Increasel/
Participant No. 1 $ 690 $1.931
Participant Mo. 2 690 4.414
Participant No. 3 690 690
Participant No. 4 690 3.862
Participant No, 5 690 4.414
Participant No. 6 690 2.207
Participant No. 7 690 2.759
Participant No. 8 690 2.205
Participant No. 9 690 828
Participant No. 10 2/ - -
TOTAL $6.210 $23.310

1/ The amounts are in U.S. dollar equivalents

2/ No data available

TABLE No.2

Benefit/Cost Analysis

Year Costs Full Benefits 10% of Benefits
1 $6.210 $23.310 $2.331
2 - 23.310 2.331
3 - 23.310 2.331
4 - 23.310 2.331
5 - 23.310 2.331
TOTAL $6.210 $116.550 $11.655

B/C full benefits (discounted at 18% p.a.) 72,89 = 11.7
6,210
B/C 10% of Benefits (discounted at 18% p.a.) 7,289 = 1.2

IRR 10% of benefits = 25.5%
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The Project proposes to provide training in~countty when
such training resources are available. The estimated average cost of
in-country training is $750 per person month. This cost is significantly less
than the average cost of $3,100 per person month if training were done in the
u.S.

The more costly U.S. training to be furded under the Project
will be for the types of learning experiences which cannot be supplied in
country. For example, the Project-funded long term training will be limiced
to selected academic areas which currently in Costa Rica are not offered at
the post graduate level. The provision of graduate level training in the U.S.
implies a significant investment, but that investment has been identified in
the training needs assessments as critical to improving the quality and
performance of selected Costa Rican university teachers and of key technicians
of the Central Bank, if those institutions are to respond in a more supportive
capacity to the needs of the country's productive sectors.

The Project-funded short term training, with its emphasis on
"practical", on-the-job learning experiences, is likewise intended for the
types of training that cannot be delivered or -duplicated in country. The need
for this type of training was also identified in the assessments as highly
desirable, because it will allow participants to acquire first-hand knowledge
of new techniques and technologies 1in operation; to observe the
cross-fertilization that takes place between universities and industry in the
U.S.; to acquire a broader vision of the importance of efficient financial
intermediation to the economy; to appreciate the market conditions in which
the Costa Rican non-traditional export sector will be seeking to compete; and,
having been the recipients of such new stimuli, returned paticipants will be
in a better position to attempt applications of the knoweledge acquired.

For the reasons discussed above, the provision of training
for the financial sector and for the university system is justified in terms-
of cost-effective utilization of Project resourses vis-a-vis the required
skills that need to be developed or strengthened. .

C. Social Soundness Analysis

The social soundness analysis is primarily focused on the
compatibity of the Project within the broader Costa Rican socio-cultural and
economic envirorment. The conclusions discussed in this section are based on
a detailed social feasibility study undertaken specifically for this Project
and included as an annex, as well as information drawn from other studies made
in conjunction with this Project.

1. PRackground and Social Compatibity

The population of Costa Rica is made up of a relatively
homogenous group of people of predominantly Spanish heritage whose history has
benefited from few social and political conflicts, and is characterized by a
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stable political climate. A strong sense of national identity exists among
all social classes and values are commonly shared, particularly a desire to
maintain democratic traditions. The strategies adopted by successive Costa
Rican govermments, hoth from an economic and social perspective have been
generally oriented toward the equitable improvement of the quality of life of
the Costa Ricar people.

In past years, programs in all public sector activities were greatly
expanded and an economic strategy of import substitution and traditional
exports benefited the country. Due in part to negative economic factors
discussed elsewhere in the document, the government became conscious of the
need to adopt new economic strategies to further development efforts in order
to support its social programs and to provide increased employment and foreign
exchange earnings for the country.

Therefore within a historic, cultural and developmental context,
this Project is compatible with all Costa Rican objectives as it camplements
the Costa Rican political, economic and social environment. The only
constraints facing the Project will be overcoming 'normal'' resistance to
change. Powever, the Project does not contravene traditional Costa Rican
values and concepts. Indeed, it rteinforces the historic emphasis and value
given to educational programs.

2. The Beneficiaries: Their Impact on Development

The direct beneficiaries will be the middle and high level
manpower currently employed within the banking sector, private export oriented
industry and university staff within faculties that reinforce private sector
efforts. Within the context of overall manpower capacity, these individuals
are the people most able to bring about the critical changes needed to
transform the ecoromy of Costa Rica.

The indirect beneficiaries will be the citizens of Costa
Rica who will have greater economic opportunity as a result of more efficient
financial services and more productive businesses and industry brought about
by a more skilled human resource base, in which management is more effective,
technicians more skilled and the work force more productive.

It is anticipated that as these elements come into place,
the impact on private sector development will be great as knowledge of new
practices and technology is acquired and utilized by a greater portion of
private sector business and industry, and banking.

3. University Politics and Project Implementation

As a portion of the Project includes university staff
training, the social feasibility analysis examined carefully the prevailing
political climate of the universities to assess its potential impact on the
Project implementation. Universities in Costa Rica have primarily graduated
students with degrees in traditional areas of study that have not been
directed specifically toward private industry and businesses.
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Were the Project to become involved directly with the:e
traditional faculties, it is highly likely that the social constraints would
be numerous. However, as the Project has targeted only those university
faculties involved in producing graduates for the business, industrial and
banking sectors of the economy, and as potential faculties involved have
indicated a strong interest not only in upgrading and expanding their staffs,
but also in changing their '"ivory tower'" image, it is unlikely that
traditional Costa Rican university politics will be a source of insurmountable
problems for Project implementation.

4., Women in Private Sector Development

The number of potential women candidates for this Project
currently working in upper level technician or management positions is
relatively small. This is primarily due to traditional educational patterns,
and a bias against women working in certain occupations. According to a 1983
Fousehold and Employment Survey, only 0.35% of the work force was comprised of
women working as administrators and managers compared with 1.8% of the men,
and only 0.51% of the total number of women within the work force earned more
than $250 per month, compared with 3.7% of the men.

This social constraint will only be overcome when the Costa
Rican National Recovery Program gains momentum and the various sectors of the
economy are re-adjusted toward increased productivity. A greater number of
women will then be able to enter the workforce in positions that offer
opportunities for greater utilization of their skills.

To the extent feasible, CINDE should encourage the
participation of women in training activities to maximize the human resource
skills base Costa Rica can bring to bear on its long-term economic recovery
and growtbh efforts.

5. Conclusion

Based on the social feasibility study mentioned earlier in
this section and Mission analysis, it is concluded that this Project is
compatible with all aspects of the Costa Rican enviromment and has the
potential for both immediate and future positive social and economic impact.
Moreover, the Project does not create cultural, social, economic or political
problems but, rather, reinforces existing positive directions within the Costa
Rican nation.

P. Institutional Analysis

1. Institutional Options

In carrying out the institutional analysis, the Mission first
had to ascertain what kind and type of institutional capacity was important
for successful Project implementation, then examine institutional options.
Section II, A.6 discusses the institutional characteristics the Mission
considered essential for selecting the appropriate implementing entity.



- 48 -

In examining existing institutional options, the Mission became
aware of several important factors. First, no existing private, non-profit
Costa Rican organization is equipped with an 'off the shelf' institutional
capacity to implement the Project. Which ever institutional candidate was
finally selected, it would have to create a new training implementation umit.
Secondly, the work of the new implementation unit had to be compatible with
the chosen institution's major areas of interest, its leadership image, and
institutioral knowledge and behavior patterns if the new unit was to be well
received and prosper. That is, the selected institution had to be able to
absorb the npew wunit with a minimum of disconfort or institutional
reorientation. Finally, in order to minimize the work of setting up a
promising institutional setting, it was important that the proposed
implementing institution had demonstrated management capabilities in areas
such as program planning and proposal evaluation, as well as in
administrrative, financial, budgeting and contracting activities.

The absorptive capacity and compatibility criteria were combined
with the administrative and financial management criteria and applied to the
three leading institutional candidates -- CIAPA, INCAE and CINDE -- with the
following results:

a. CIAPA

CIAPA was the Mission's first candidate. It has strong
linkages to the university sector and experience in carrying out seminars and
other training activities. Tt is a small, collegially organized think tank
with excellent leadership and staff whose primary interest and strength lie in
analysis of public policy and political structures and events. During
intensive review, it became clear that CIAPA's important role and principal
functions, as well as professional strengths and form of organization would
have been greatly affected by undertaking this major new initiative. CIAPA's
areas of primary interest might have suffered dislocation in order for it to
effectively implement the Project.

In the course of Project development, the Mission and CIAPA
concluded that this Project would create implementation problems for CIAPA.
CIAPA and USAID have agreed to explore other possible areas for joint
collaboration that are more in tune with CIAPA's institutional role, interest
and expertise.

b. INCAE

On the positive side, INCAE offers university contacts,
linkages to the private sector, training experience, absorptive capacity, and
a proven track record with AID., On the other hand, however, INCAE views
itself as a business management research and academic institution, rather than
as an across-the-board administrator of specific training projects. INCAE
wants to participate in the program by offering some of the in-country,
Project funded courses, but not as the Project's overall coordinator and
manager. Moreover, administering the Project and supplying some of the
Project financed training would present a conflict of interest for INCAE.
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c. CINDE

CINDE is a relatively new organization -- less than two
years old --and has undertaken, in that short period, many activities aimed at
strengthening the Costa Rican private sector. Its internal image, objectives
and organization are compatible with the Project's activities. Initially, the
Mission had felt that CINDE needed more time to consolidate itself as an
institution before undertaking a major new project such as this one. However,
in the 1latter stages of the Project's institutional analysis, CINLE's
management capabilities, interest and long range plans were clearly the most
appropriate for: (1) implementing the Project with a minimum of institutional
and organizational adjustments; and (2) institutionalizing the capability to
continue human resource development for the private sector beyond the PACD.

d. Conclusion

The institutional analysis during the Project's intensive
review led to proposing CINDE as the Project's implementing entity. In
addition to the reasons noted above, CINDE has great interest in implementing
the Project. Its Poard of Directors view the Project as fitting right in with
the cbjectives, activities, and long-range image of their organization. (See
Annex 4, Crantee's Request for Assistance, for a statement of CINDE's interest
in and commitment to human resources training for private sector development.)

2. CINDE as an Institution

a) Functions

CINDE was established in October of 1982 as a non-profit
economic and social development agency. The institution bears the legal form
of a non-profit corporation or 'Association', and operates in accordance with
Costa Rican law for such organizations (Ley de Asociaciones). As an
organization of this type, it has no political, religious or other
affiliations. CINDF's scope of activity centers around its general objectives
to promote Costa Rica's economic and social improvement through private sector
development. To date this bas meant working with institutions in the private
sector, private productive units, private voluntary organizations and other
similar groups to carry out programs aimed at improving and expanding Costa
Rica's production, investment and exports. More specifically, CINDE's role is
to do what it can to improve the private sector envirorment, attract national
and foreign investment, encourage production and support export projects.

To date CINDE has developed a portfolio of program activities in
the following areas: (1) assistance to private businesses to improve
efficiency and competitiveness; (2) action-oriented research into obstacles
affecting exports and investments as a result of govermment policies or
decisions; (3) identification of obstacles and solutions to problems of
international marketing and the structuring of programs oriented towards
getting Costa Rican producers better access to international markets; and (4)
provision of funding for socio-economic development. projects, consistent with
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CINDE's general objectives, to be implemented by Costa Rican and U.S. private,
voluntary organizations.

CINDE's major source of funding has been provided by an $11.25
million local currency grant by USAID/Costa Rica; the USAID's Policy, Planning
and Administrative Improvement Project has also provided CINDE with $60,000 in
foreign exchange to support export and investment promotion activities. CINDE
has tax exempt status in Costa Rica, duty-free privileges, and is a registered
PVO with AID.

bh) Organizational Structure

Currently CINDE has a 23 person full-time staff managed by an
Executive Director and a Deputy Executive Director. It has a standard
hierarchial internal structure and work is divided between support offices and
operational units: the office charged with implementing CINDE's projects in
the areas of production, investments and exports; the office charged with
implementing PVO projects; and the office that evaluates proposed projects.
Vhen this project gets underway, a fourth office of training will be
established. All office chiefs report to the Executive Director. CINDE's
professionals are well paid, carefully chosen indviduals with strong work
experiences and academic credentials.

The Fxecutive Director reports to and is held accountable by
CINDF's Board of Directors. This board is made some of Costa Rica's most
distinguished members of the private sector. The PRoard of Directors is the
heart and soul of CINDE and what makes it go. Poard memhers take active roles
in CINPCE's activities. They serve on CINDE's internal project committees and
have a strong voice in project approvals. Annex 11 presents additional
institutional background information on CINDE.

CINDE is audited periodically by Peat, Marwick and Mitchell.
Lepal services are performed by a full-time attorney responsible to the
Fxecutive Director.

c¢) Institutional Experience

CINDE has attracted some of the best minds of Costa Rica to its
ranks both on the Board of Directors and on its staff. They bring a wealth of
individual talents and strengths to the organization. CINDE has shown that it
can handle responsibility a major portfolio of programs and projects.
Attached in Annex 11 is a list of projects with amounts approved by CINDE in
its relatively short existence.

d) Ability to Tmplement the Project

CINDE has bad only limited experience in specific training
activities, and the training programs that it has sponsored have been
primarily organized by other private agencies. Systems and procedures will
have to be developed for a new human resources training unit for processing,
reviewing, approving, and funding training requests.
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CINDE will set up administrative mechanisms to assure that
training efforts in the private, university and banking sectors are
implemented. To this end, and in addition to the new implementation unit or
department, CINDE intends to establish a special Council of Directors for
Training. The Council will have decision-making authority for the Project
implementation and will keep the Board of Directors informed of Project
activities. The Council will be made up of seven individuals, five voting and
two non-voting members. The voting members will include two persons from the
Roard of Directors; CINDF's Executive Director; and two persons from the
private sector not presently on the CINDE board or staff who have excellent
reputations as private sector leaders. The non-voting members will be the
CINDE Project Manager, who will serve as the Executive Secretary for the
Council; and a representative from AID.

In order to implement the Project, CINDL will require additional
staff and financing. The Project's ESF local currency resources will pay for
nine new people, six professionals, two secretaries, and a driver/messenger.
The professional staff of the implementation unit will consist of a Project
Manager; an Assistant Manager, who will also be an information management
specialist; and three Technical Specialists, each of which will handle one of
the tbree training components. The Project's dollar resources will pay for an
AID contracted Project Advisor for the first three years of the Project's life
to help the unit staff develop systems, initiate Project activities, and
overccme implementation bottlenecks that may arise.
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VII. QOONDITIONS, QOVENANTS AND WAIVERS

Two separate agreements will be signed with CINDE to obligate the
Project's funds. A Cooperative Agreement will be used for obligating the DA
grant funds, exclusive of the funds reserved for AID/W for the contracting of
administrative services for the U.S. training activities. A Memorandum of
Understanding (MOU), will be signed for obligating the ESF local currency
grant funds. The Mission anticipates signing the MOU once the Project has
been authorized and prior to the signing of the Cooperative Agreement. This
obligation sequence will allow for the hiring of the implementation unit starff
and the equipping of the unit to initiate the establishment of the Project's
systems and procedures. The conditions and covenants to be included in each
of the two obligating instruments are as follows:

A, Memorandum of Understanding

1. Conditions Precedent to Disbursement

a, Conditions Precedent to Initial Disbursement

Prior to tirst disbursement of local currency funds under
the Memorandum of Understanding, or the issuance by AID of documentation
pPursuant to which disbursement will be made, the Grantee will, except as the
Parties may otherwise agree in writing, furnish to AID in form and substance
satisfactory to AID:

(1) A statement by the Board of Directors of CINDE in which
it names the person empowered in CINDE to receive the funds provided under the
Memorandum of Understanding and of any additional representatives, together
with a specimen signature of each person so designated.

(2) Evidence that CINDE has established a separate colon
denominated bank account to control the receipt and disbursement of all funds,
including interest and principal.

(3) A statement by CINDE which indicates that it has
initiated or will initiate a search for the Project Director and his
professional assistants.

(4) A statement by CINDE that it intends to enter into a
Cooperative Agreement with AID for coordinating and managing the Training for
Private Sector Developinent Project.

b. Conditions Precedent to Subsequent Disbursements

Prior to any disbursement wunder the Memorandum of
Understanding for training activities, or to the issuance by AID of
documentation pursuant to which disbursement will be made, the Grantee will,
except as the Parties may otherwise agree in writing, furnish to AID in form
and substance satisfactory to AID:
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(1) Evidence that CINDE has established and will maintain,
in accordance with generally accepted accounting principles and practices,
consistently applied, books and records relating to the Memorandum of
Understanding, adequate to show without limitation, the receipt and use of all
goods and services acquired under the MOU. Such books and records will be
audited annually, in accordance with generally accepted auditing standards and
be maintained for at least three years after the date of last disbursement by
CINDE under the MOU.

(2) A statement from CINDE which indicates that it intends
to place any unused portion of the funds into interest bearing obligations of
the Government of Costa Rica or in Certificates of Deposit of the National
Commercial Banking System. Aiy and all interest earned from these funds must
be transferred to the separate account mentioned in VII. B. b. (1) above and
used in accordance with the purpose of the MOU.

(3) A copy of CINDE's participant training regulations as
they will apply to training funded under the MOU.

(4) Model contracts for the procurement of in-country
training services.

(5) An implementation plan and budget for the first year of

the Project activities to be financed under the MOU. Subsequent annual
implementation plans and budgets will be submitted for AID approval. ’

2. Special Covenants

CINDE will agree to pay no more than reasonable prices for any
goods and services financed in whole or in part under the MOU. Such items
will be procured by employing fair and good commercial practices to assure the
most effective use of the funds provided.

B. Cooperative Agreement

1. Conditions Precedent to Disbursement

a. Conditions Precedent to Initial Disbursement

Prior to first disbursement of funds under the Cooperative
Agreement, or the issuance by AID of documentation pursuant to which
disbursement will be made, the Grantee will, except as the Parties may
otherwise agree in writing, furnish to AID in form and substance satisfactory
to AID:

(1) A statement by the Board of Directors of CINDE in which
it accepts the conditions, and provisions of the Agreement and names the
person empowered in CINDE to receive the funds provided under the Agreement
and of any additional representatives, together with a specimen signature of
each person so specified.
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(2) Evidence that a CINDE Project Manager, acceptable to
both Parties, has been named.

(3) A statement by the official representative of CINDE in
which CINDE requests that AID contract for the technical assistance services
of the Project Advisor.

b. Conditions Precedent to Subsequent Disbursement

Prior to any disbursement under the Cooperative Agreement
for training activities, or to the issuance by AID of documentation pursuant
to which disbursement will be made, the Grantee will, except as the Parties
may otherwise agree in writing, furnish to AID in form and substance
satisfactory to AID:

(1) Evidence that CINDE has established a separate,
dollar-denominated bank account to control the receipt and disbursement of DA
Project funds and other pertinent information.

(2) Evidence that CINDE has established and will maintain,
in accordance with generally accepted accounting principles and practices,
consistently applied, books and records relating to the Agreement, adequate to
show, without limitation, the receipt and use of all goods and services
acquired under the Project. Such books and records will be audited annually,
in accordance with generally accepted auditing standards and be maintained for
at least three years after the date of last disbursement by CINDE under the
Cooperative Agreement.

(3) A copy of CINDE's participant training regulations as
they will apply to training financed with DA funds, including selection
criteria an other rules for training grants.

(4) Model contracts for Project-funded U.S. scholarship
grants and U.S. visiting instructors. '

(5) An implementation plan and budget for the first year of
the Project training activities to be financed with DA funds.

2. Special Covenants

The Parties agree that in addition to CINDE's submission to AID
of the Project's first year implementation plan and budget, CINDE will submit
to AID for approval subsequent annuial implementation plans and budgets for
Project financed activities.

J. Waivers

The Mission foresees the occasional need to grant a waiver to
AID Geographic Code 000 eligibility for the procurement of training services
to facilitate the achievement of the Project's purpose. The Mission thus
proposes to grant such waivers to allow for services ftrom AID Geographic Code

941 on a very limited case by case basis for: (a) third-country training and
(b) third country instructors to teach short-term courses or seminars in Costa
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VIII. EVALUATION ARRANGEMENTS

A. Evaluation Plan

1. Annual Reviews

The Mission and CINDE will -conduct annual reviews, which may or
may not include outside assistance, to assess Project progress in achieving
objectives, weigh methods to improve performances and consider possible
changes to project implementation and design, as appropriate. In addition,
each review will serve as the basis for the subsequent year's implementation
plan and budget.

2. In-Depth Fvaluations

In addition to the annual reviews, the Mission will finance
with grant funds two formal, in-depth evaluations using AID/W assistance or
independent contractors. Both evaluations are considered to be of great
importance in determining the appropriateness of the project design and
methodology. The first evaluation will take place mid-way during the life of
the Project.and will examine the progress made toward achievement of the
Project purpose, level and the institutional capacity of CINDE and the
contracted U.S. administrative entities to carry out the various elements
contained within the Project. The evaluation will make use of the Logical
Framework objective indicators and wiil also review and attempt to assess,
from a small sampling, (1) the ability of short term trainees to apply their
acquired skill within their respective organizations; and (2) the changes in
levels of productivity and/or exports which have occurred as a result of
lessons learned from Project funded training. :

The recommendations made in the first in-depth evaluation
will permit CINDE and the Mission to modify the project, if required. The
second and final in-depth evaluation will take place before project
termination and will be focused on the Project purpose and other factors
atfecting purpose achievement, and will make recommendations for the
continuation of training activities by CINDE. The final evaluation will also
assess in greater detail than the first evaluation the impact of the Project
on the ability of returned trainees to use their skills and knowledge within
their specific areas of activity.

3. Schedule of Reviews and Evaluations

a. Fourth Quarter 1985 Annual Review
b. Fourth Quarter 1986 Annual Review
c. Second Quarter 1987 In-depth-Evaluation
d. Fourth Quarter : 1987 Annual Review
e. Fourth Quarter 1988 Annual Review

f. Second Quarter 1989 Final Evaluation
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PROJECT CHECKLIST

ANNEX 3
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Listed below are, statutory criteria applicable generally to projects
with FAA funds, and project criteria applicable to individual funding
sources: Development Assistance (with a subcategory for criteria
applicable only to loans); and Economic Support Fund.

CROSS REFERENCES: IS OOUNTRY CHECKLIST UP TO DATE?
HAS STANDARD ITEM CHECKLIST BEEN
REVIEWED FOR THIS PROJECT? Except
as noted below country checklist
in AID/LAC/P-123 is up to date; *

Yes.

A. GENERAL CRITERIA FOR PROJECT

1. Continuing Resolution Unnumbered;
FAA Sec. 634A; Sec. 653(b)

(a) Describe how authorizing and
appropriations Comiittees of Senate and
House have been or will be notified con-
cerning the project; (b) is assistance
within (Operational Year Budget) country or
international organization allocation
reported to Congress (or not more than $1
million over that figure)?

2. FAA Sec. 6ll(a) (1)

Prior to obligation in excess of
$100,000, will there be (a) engineering,
financial and any other plans necessary to
carry out. the assistance and (b) a reason-
ably firm estimate of the cost to the U.S.
of the assistance?

3. FAA Sec. 6ll(a)(2)

It further legislative action is
required within recipient country, what is
basis for reasonable expectation that such
action will be completed in time to permit
orderly accomplishment of purpose of the
assistance?

(*) As of March 18, 1983, Costa Rica was in
violation of 620 Q of the FAA; the Se-
cretary of State has made an exception.

A Congressional Notification
has been issucd.

- The Project is not included

within the Operational Year
Budget.

Financial Plans are included
in the Project Paper.

A reasonably firm estimate of
costs has been made.

No legislative action is required.



4. FAA Sec. 6l1l{b); Continuing Resolu-
tion Sec.501

If for water or water-related land
resource construction, has project met the
standards and criteria as set forth in the
Principles and Standards for Planning Water
and Related Land Resources, dated October
25, .973?

5. FaA Sec. 6ll(e)

If project 1is capital assistance
(e.g. construction), and all U.S. assist-~
ance for it will exceed $1 million, has
Mission Director certified and Regional
Assistant Administrato: taken into con-
sideration the country's capability effec-
tively to maintain and utilize the project?

6. PFAA Sec. 209

Is project susceptible of execution
as part of regional or multilateral pro-
Ject? If so why is project not so executed?
Information and conclusion whether assist-
ance will encourage regional development
programs.

7. FAA Sec. 601(a)

Information and conclusions whether
project will encourage efforts of the
country to: (a) increase the flow of inter-
national trade; (b) foster private initia-
tive and competition; and (c) encourage
developiment and use of cooperatives, and
credit unions, and savings and loan as-
sociations; (d) discourage monopolistic
practices; (e) improve technical efficiency
of industry, agriculture anc commerce; and
(£) strengthen free labor unions.

8. FAA Sec. 601(b)

Information and conclusion on how
project will encourage U.S. private trade
and investment abroad and encourage private
U.S. participation in foreign assistance
programs (including use of private trade
channels and the services of U.S. private
enterprise).

ANNEX 3
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N/A

N/A

No.

(A) The Project's objective is to
increase non-traditional exports
through training of the private
sector. Achieving this objective
will mean an automatic increase in
the flow of international trade.

(B) The Project focuses on increas-
ing private initiative & competition.
(C) N/A. (D) N/A. (E) The training
financed by this Project is directed
at improving the technical efficiency
of industry. (F) N/A.

A major portion of the training in
this Project will occur in on-the-
job training with U.S. companies.
We expect that the connections made
will directly create further busi-
ness between the Costa Rican and
U.S. firms involved.

i
I



9. FAA Sec. 612(b), 636(h); Continuing
Resolution Sec. 508

Describe steps taken to assure
that, to the maximum extent possible, the
country is contributing local currencies to
meet the cost of contractual and other
services, and foreign currencies owned by
the U.S. are utilized in lieu of dollars.

10. FAA Sec. 612(d)

Does the U.5. own excess foreign
currency of the country and, if so, what
arrangements have been made for its release?

11. FAA Sec. 601 (e)

Will the project utilize competi-
tive selection procedures for the awarding
of contracts, except where applicable pro-
curement rule allow otherwise?

12, Fy 1982 Appropriation Act Sec. 521

If assistance is for the production
of any commodity for export, is the com-
modity likely to be in surplus on world
markets at the time the resulting produc-
tive capacity becomes operative, and is
such assistance likely to cause substantial
injury to U.S. producers of the same,
similar or competing commodity?

13, FAA 118(c) and (d)

. Does the project comply with the
environmental procedures set forth in AID,
Regulation 16? Does the project or program
take into consideration the problem of the
destruction of tropical forests?

l4. FAA 121(d)

Is a Sahel project, nas a determin-
ation been made that the host government
has an adequate system for accounting for
and controlling receipt and expenditure of
project funds (dollars or local currency
generated therefrom)?

ANNEX 3
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Host Country contributions '.o the
Project include: $2.6 million e-
quivalent in local currency to cover
in-country Project costs; and ap-
proximately $5.8 million equiva-
lent in local currency to cover bene-
ficiary groups' counterpart costs of
training.

No.

Yes.

. Yes.

Yes.

N/A



B, FUNDING CRITERIA FOR PROJECT

1. Development Assistance Project

Criteria

a. FAA Sec. 102(b), 111, 113,

281 (a)

Extent to which activity will
(a) effectively involve the poor in de-
velopment, by extending access to economy
at local level, increasing labor-intensive
production and the use of appropriate techi-
nology, spreading investment out £from
cities to small towns ana rural areas, and
isuring wide participaticn of the poor in
the benefits of developinent on a sustained
basis, using the appropriate U.S. institu-
tions; (b) help develop cooperatives, es-
pecially by technical assistance, to assist
rural and urban poor to help themselves
toward better life, and othewise encourage
democratic private and local governmental
institutions, (c) support the self-help ef-
forts of developing countries, (d) promote
the participation of women in the national
economies of developing countries and the
improvement of women's status; and (e)
utilize and encourage regional cooperation
by developing countries?

b. FAA Sec. 103, 103A, 104, 105,
106

Does the project fit the cri-
teria for the type of funds (functional
account) being used?

c. FaA Sec. 107

Is emphasis on use of appro-
priate technology (relatively smaller,
cost-saving, labor-using technologies that
are generally most appropriate for the
small tarms, small businesses, and small
incomes of the poor)?

d. FAA Sec. 110(a)

Will the recipient country
provide at least 25% of the costs of the
program, project, or activity with respect
to which the assistance is to be furnished

ANNEX 3
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Through the provision of training for
sclected personnel fram the productive
and financial sectors, the Project will
have a positive impact on productivity
of private productive firms and will
assist those firms in new exporting ac-
tivity. Thus, the Project assistance is
expected to bring about greater earnings
capacity at the firm level and this, in
turn, will bring greater bkenefits to all
the ims' anploycees. The Project will
utilize appropriate U.S, institutions
for identifying and providing meaningful
training programs aimed at transferring
sppropriate technology to support Costa
Rica's self-help efforts in increasing
production and exporting of non-tradi-
tional goods. The Project also sup-
ports training opportunities for women
in the private productive, financial

and university sectors.

Yes.

N/A.

Yes,

/\O



(or is the latter cost-sharing requirement
being waived for a "relatively least de-
veloped" country)?

e. FAA Sec. 110(b)

Will grant capital assistance
be disbursed for project over more than 3
years? If so, has justification satisfac-
tory to Congress been made, and efforts for
other financing, or is the recipient
country "relatively least developed"? (M.O.
1232.1 defined a capital project as "the
construction, expansion, equipping or
alteration of a physical facility or faci-
lities financed by AID dollar assistance of
not less than $100,000, including related
advisory, managerial and training services,
and not undertaken as part of a project of
a  predominantly technical assistance
character.

f. FAA Sec. 122(b)

Does the activity give reason-
able promise of contributing to the de-
velopinent of economic resources, or to the

increase of productive capacities and self-
sustaining economic growth?

g. FAA Sec. 281(b)

bescribe extent to which pro-
gyram recognizes the particular needs,
desires, and capacities of the people ot
the country; utilizes the country's intel-
lectual resources to encourage -institution-
al development; and supports civil educa-
tion and training in skills required for
effective participation in governmental
processes essential to self-government.

2. Development Assistance Project
Criteria (Loans Only)

a. FAA Sec. 122(b)

Information and conclusion on
capacity of the country to repay the loan,
at a reasonable rate of interest.

ANNEX 3
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The Project does not involve
construction.

Yes, the Project is designed to contribute
to the development of human resources re-
quired by Costa Rica to increase the pro-
ductive capacities of its private sector
in order to embark on a new, self-sustain-
ing economic growth strategy based on
increased exports of non-traditional goocs
and services.

Costa Ricans have expressed a strong need
for the training this Project provides.
The Project utilizes a local PVO (CINDE)
to manage the program which will have the
effect of further strengthening this
Costa Rican organization.

N/A.



b. FAA Sez. 620(d)

If assistance is for any pro-
ductive enterprise which will compete with
U.S. enterprises, is there an agreement bLy

the recipient country to prevent export to
the U.S. of more than 20% of the enter-

prise's annual production during the life
of tne loan?

c. ISDCA of 1981, Sec. 724 (c) and

{d)

It for Nicaragua, does tche loan
agreement require that the funds be used to
the maximum extent possible for the private
sector? Does the project provide for moni-
toring under FAA Sec. 624(g)?

3. Lconomic Support Fund Project Cri-
teria

a. FAA Sec. 53l(a)

Will this assistance promote

economic or political stability? To the
extent possible, does it reflect the policy
directions of FAA Section 102?

b. FAA Sec. 531(c)

Will asgistance under  this
chapter be used Lor military, or paramili-
tary activities?

c. FAA Sec. 534

Will ESF funds be used to
finance the construction of the operation
or maintenance of, or the supplying of fuel
for, a nuclear facility? 1If so, has the
President certified that such use of funds
is indispensable to nonproliferation ob-
jectives?

d. FAA Sec. 609

If commodities are to  be
granted so that sale proceeds will accrue
to the recipient country, nave Special Ac-
count (counterpart) arrangements been made?

N/A.
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COALICIOM COSTARIICENSL DL INICIATIVAS DE DESARROLLO

CINDE-1066-84

27 de junio de 1984

Seflor

Daniel A. Chaij, Director

Agencia para el Desarrollo Internacional
Lmbajada Americana

Presente

Estimado sefior Chaij:

Durante los dltimos dos afios Costa Rica ha logrado avances signi-
ficativos en la superacién de-la crisis. Se alcanzé la estabilidad re-
lativa sobre la que se puede basar la recuperacién econémica. No cabe
duda, por otra parte, de que el sector privado tiene que asumir el 1i -
derazgo y jugar un papel clave en el proceso de reactivacién productiva.
Es en este contexto que la existencia de CINDE cobra significacién, co-
mo una entidad de apoyo, catalizadora de iniciativas privadas. Sin em-
bargo, para que los esfuerzos de CINDE en identificar y remover obstécu-
los a la inversién y a la produccién sean fructiferos y su afén de crear
un ambiente favorable a las exportaciones culmine con el robustecimiento
y la modernizacién del sector externo, es imprescindible ampliar los re-
cursos y los programas destinados a capacitar y mejorar los recursos hu-
manos del pafs. Es de. importancia crucial para el éxito de los progra -
mas de la Coalicibn, que aquellos csfuerzos sean convergentes y comple -
mentarios con un programa destinado a la educacién, el adiestramiento y
la capacitacién de quienes deben participar activamente en el proceso
productivo. Sin ese complemento, cualquier empefio de la Coalicién que-
darfa a medio camino y sin resultados plenos que se reflejen en aumentos
de la productividad. :

CINDE cree que es fundamental fortalecer a la empresa privada, a
las cooperativas, a los artesanos y en general a los trabajadores y geren-
tes en aquello en que hay una manifiesta debilidad: en cémo responder con
éxito los desaffos de un cambio bédsico en la mentalidad y en las pautas
de nuestro desarrollo econémico; cémo hacer frente, en una palabra, al
reto de un mundo comercial altawente competitivo, con tendencia acentuada
a la especializacién y con vertiginosos cambios en los patrones de
consumo,

Para ello, se requiere que los sectores de la poblacién econémica
activos y aquellos que estén por incorporarse al proceso de produccién no
solamente reciban las destrezas, los conocimientos y las técnicas que
demandan las circunstancias, eino también los elementos que permitan
modificar su actitud y ensanchar sus horizontes en forma congruente con

Tel. 33-17-11 — Apdo. 7170-1000 San José
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la necesidad de iniciar de inmediato la transformacién de nuestra eco-
nomia.

Por las razones anteriores, proponemos la creacién de un nuevo
programa, paralelo a las otras actividades de CINDE, dirigido a proveer
el entrenamiento y la capacitacién necesarias para que el sector priva-
do costarricense pueda cumplir con las responsabilidades que el pais y
las circunstancias demandan. No obstante la urgencia y la magnitud de
las necesidades de capacitacidn, consideramos que el programa debe ser
selectivo, no sélo en cuanto a los niveles del personal a capacitarse,
sino también en lo referente a las actividades y sectores que reciban
prioridad. '

La atencién debe centrarse en personal clave de actividades estra

tégicas. De esta manera, se lograrfa el mayor impacto en un tiempo re-
lativamente corto, aunque debe reconocerse que el mejoramiento de los
recursos humanos tiene también aspectos que sdlo pueden ateunderse a
largo plazo. De allf que el programa debe contemplar también necesida-
des de capacitacién de largo plazo, aunque el énfasis fundamental re -
caiga en entrenamientos de corta duracién y de caricter préctico, en el
pais y en el exterior.

Por otra parte, al tiempo que se capacitan los niveles gerencia -
les y técnicos del sector empresarial privado, que es el objetivo medu-
lar del programa, conviene reforzar el nivel y la calidad de activida -
des de apoyo bisicas en el esfuerzo de producir y exportar més. Nos
referimos a los servicios financieros y bancarios por un lado, y por
otro a la calidad de los nuevos profesionales que se gradien en nues -
tros centros de cnscilanza superior. Consideramos entonces que este
programa debe aprovecharse para modernizar las técnicas, los procedi -
mientos y los conocimientos de la banca central y la privada, y para -
actualizar los conocimientos de profesores universitarios que impartan
cursos en carreras claves para el aprovechamiento de las oportunidades .
que le presentan al pafs la Iniciativa para la Cuenca del Caribe y
otros programas similares.

Otra caracterfstica del programa de capacitacién es la participa-
cién de los beneficiarios en el financiamiento del costo, lo que reduce
sustancialmente la necesidad de recursos externos. Estimamos que el
costo total ascenderfa a US$13.4 millones, de los cuales se espera que
el equivalente a US$5.8 millones provenga de aportes de contrapartida
de los beneficiarios, US$2.6 millones se oripinarian en colones del
Fondo de Apoyo Econ6mico de AID, y US$5.0 millones constituirfan la
donacién de AID en moneda extranjcra. Estos tltimos sc emplearfan para

Tel. 33-17-11 — Apdo. 7170-1000 San José
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cubrir los gastos en délares que ocasionen los entrenamientos en los
Estados Unidos y la venida al pafs de instructores y especialistas a
impartir cursos, seminarios, charlas y otro tipo de capacitacién.

De fundamental importancia para el éxito del programa es la enti-
dad qu: lo administre, coordine y ejecute. Después de un afio de labo -
res, CINDE es una organizacién en marcha y en etapa de expansién que
puede hacerse cargo de esta tarea. Es mis, dadas las caracterfisticas
de la Coalicién y la forma como estéd integrada en sus cuerpos director
y ejecutivo, estd en una posicién privilegiada y tdnica para hacerse
cargo de ella. La percepcién que tiene el pafis de la naturaleza y fun-
ciones de CINDE incluye, por cierto, la de que es una institucién alta-
mente calificada para una obra en la que se combinan la imaginacién y
la diligencia. ‘

Las siguientes son algunas de las caracterfsticas que hacen de
CINDE la entidad idénea para asumir la responsabilidad del programa
propuesto:

a.- Represcntatividad amplia: La Junta Directiva de CINDE refine

a destacados miembros de una amplia gama de sectores de la
ciudadania, incluyendo empresarios, banqueros, cientificos y re -
presentantes de la comunidad académica; también el personal eje -
cutivo de la Coalicién ofrece una variada gama de intereses pro -
fesionales y de experiencia en el manejo de asuntos piblicos y
privados, incluyendo la enseflanza y administracién de institucio-
nes de ensefianza superior. El alto grado de representatividad
logrado en CINDE le permite tener una visién de conjunto, desde
una perspectiva global. Esta capacidad es sumamente importante
en un programa como el propuesto, que va dirigido a mejorar el
factor mds vital en el proceso de desarrollo de un pafs: sus
recursos humanos.

b.- Trayectoria exitosa: A pesar de su corta existencia, CINDE

ha demostrado un dinamismo extraordinario en el desarrollo
de sus programas, habiendo logrado asignar en menos de un afv
buena parte de los recursos donados por AID; por otro lado, la
Coalicién proyecta ya la imagen de una entidad que habri de in-
flui mucho en el derrotero del pafs durante los préximos afios,
precisamente por la naturaleza de sus funciones y por la integra-
ciér. de sus cuadros humanos.

c.- Experiencia: El hecho de que pricticamente todos los pro -
gramas financiados por CINDE tienen un componente dedicado a

la formacién, a la capacitacién y a la asistencia técnica no es

producto de casualidad, sino que deriva del convencimiento de que

Tel. 33-17-11 — Apdo. 7170-1000 San José
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los objetivos de la Coalicién no podrén alcanzarse sin un esfuer-
zo paralelo en ese campo. En este sentido, CINDE ya ha estable -
cido o coordinado programas de capacitacién y asistencia técnica
con reconocidas entidades internacionales y nacionales como el
International Executive Service Corps (IESC), el Canadian
Executive Service Overseas (CESO), la Fundacién para el Desarro -
1lo del Comercio Internacional (FUDECIL), el Instituto Centroame -
ricano de Administracién de Empresas (INCAE) y el Instituto
Nacional de Aprendizaje (INA). Recientemente, la Junta Directiva
aprobdé la creacién de un Fondo de Asistencia Técnica que permitira
unificar la administracién de los distintos programas en el campo
de la asistencia técnica que financie CINDE,

ch.- Vinculacién con el sector privado: Dado que el programa pro-

puesto tiene como objetivo central fortalecer los recursos
humanos quc son nececsarios para el desarrollo del scctor privado
costarricense, se hace absolutamente indispensable que quien lo
coordine mantenga una relacién muy estrecha con ese sector. En
este sentido, no cabe la menor duda de quc CINDE presenta una po-
sicién inmejorable que le permite formar una visi6én muy completa
acerca de los problemas y las deficiencias de los sistemas de
apoyo a la produccién, como el financiero. CINDE también mantie-
ne relaciones muy estrechas con los miembros de la Asociacién
Bancaria Costarricense (ABC) y considera que deben jugar un papel
muy importante en la reactivacién y transformacién de la economfa
costarricense. De hecho, la Junta Directiva ya autorizé la cons-
titucién de tres importantes fondos (el de estudios de factibili-
dad, el de asistencia técnica y el Fondo de Garantias) a ser ad -
ministrados por los distintos bancos privados y financieras bajo
la figura legal del fideicomiso. Algunos de los bancos estatales
también le han planteado a CINDE la necesidad de establecer pro -
gramas de adiestramiento en 4reas especificas, lo que podria
instrumentarse por medio de la ABC.

d.- Relacién con el Gobierno: Por la misma naturaleza de la

funcién que desempefia CINDE en las frcas dc¢ promocién de in-
versiones y de estimulo a las exportaciones y a la produccién na-
cional, mantiene excelentes relaciones con el sector oficial, al
que le brinda apoyo cn actividades especflicas congruentes con
sus objetivos, particularmente las relacionadas con el Ministerio
del ramo, MINEX. También el programa de Toma de Conciencia de -
manda una colaboracién estrecha con funcionarios pdblicos de 1los
distintos Poderes. Esta proximidad natural de CINDE tanto al
sector piblico como al privado lo colocan en una posicién privi -
legiada para coordinar un programa que, indudablemente, requiere
el apoyo y la participacién decidida de ambos sectores.

Tel. 33-17-11 — Apdo. 7170-1000 San José
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e.~ Experiencia en relaciones institucionales y financieras con
AID: El primer afio de operacién de CINDE ha sido muy rico

en el desarrollo de mecanismos de coordinacién de actividades,
de sefialamiento de prioridades y en el establecimiento de meca -
nismos de control operativo o financiero de los fondos recibidos
en donacién de la AID. Esta experiencia indudablemente consti -
tuye una base s6lida para el establecimiento de nuevos programas
con AID.

Las sicte caracterfsticas anteriores refuerzan el argumento de
que CLNDE puede hacerse cargo del programn de entrenamicento propuesto.
Scguidamente se ofrecen algunas ideas de la forma en que puede organi-
zarse la coordinacién y la ejecucibén del programa.

El esquema para la coordinacién y ejecucién del programa de ca -
pacitacién y entrenamiento debe reunir las condiciones de flexibilidad,
coherencia y autonomfa relativa. Es indispensable contar con la flexi-
bilidad necesaria para que no s6lo los programas sino también su es-
tructura organizativa responda a las condiciones cambiantes que habri
de experimentar el pafs en los préximos afios. No debe perderse de vis-
ta que el papel del propio Estado sufre transformaciones en la transi-
cién de una economfa basada en la sustitucién de importaciones, a otra
que promueva vigorosamente las exportaciones. También es necesario
que el mecanismo de coordinacién asegure la coherencia de los distintos
programas (sector privado, universidades, sistema financiero), ya que
sus efectos deben reforzar el propésito comin de todos ellos. Final -
mente, por tratarse de un programa que aunque forma parte de una es-
trategia global de reactivacién de la economfa, tiene sus caracterfs-
ticas propias, debe asegurfrsele el suficiente grado de autonomfa que
le permita ofrecer soluciones imaginativas y operar eficientemente.

Teniendo en cuenta los anteriores requisitos, proponemos que
CINDE cree por la via reglamentaria un Consejo que tendrfa la respon -
sabilidad de dirigir y coordinar el programa de capacitacién y adies -
tramiento. Este Consejo formulari la politica a seguir, el contenido
de los cursos y los criterios de seleccién de beneficiarios. El
Consejo puede integrarse por dos directivos de CINDE, su Director
Ejecutivo, uno o dos representantes del sector privado y un observador
de la AID. La ejecucién del programa la realizarfa CINDE por medio de
una nueva gerencia que se crearfa para ese propésito especifico, y que
constarfa de un gerente, un asistente del gerente, tres asistentes
técnicos (uno para cada subprograma)y una secretaria. Los servicios
de apoyo (contabilidad, auditorfa, mensajeros, etc.) serfan proporcio-
nados dentro de la actual estructura administrativa de CINDE debidamente
‘reforzada.

Tol, 33 17 11 - Apdo, 7170-1000 San Jos®
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El esquema anterior ademds de responder a los criterios de flexi-
bilidad, coherencia y autonomfa, presenta importantes ventajas como la
posibilidad de seleccionar la mejor gente para que forme parte del
Consejo en las respectivas &reas de especializacién, la divisién de las
responsabilidades de formulacién de politicas y coordinacién de progra-
mas (el Consejo), la ejecucién de programas y la administracién de
fondos (CINDE).

Cabe sefialar que visualizamos que la accién de CINDE en el futuro
debe incluir tres grandes Areas: la capacitacién y el mejoramiento de
los recursos humanos, el mejoramiento y la transferencia de la tecnolo-
gfa productiva, y la generacién de pensamiento acerca de las opciones
que se le presentan al pals en el largo plazo. De manera que tenemos
la firme intencién de darle la continuidad necesaria al programa después
de concluida la fase propuesta, que abarca cinco afios,

En resumen, a pesar de los avances logrados por Costa Rica en ma-
teria de educacién, es indudable que se requiere de un amplio programa
de capacitacién y adiestramiento en dreas especificas, de manera que
la falta de preparacién de los recursos humanos no constituya un
obstédculo en el esfuerzo de reactivacién del aparato productivo. Dicho
programa es complemento y debe realizarse en forma paralela y congruen-
te con los otros esfuerzos que realizan el Gobierno y entidades de pro-
mocién como CINDE. Entre las caracterfisticas que favorecen a CINDE pa-
ra administrar el programa, estin su amplia representatividad, su exi -
tosa trayectoria, su experiencia acumulada en el campo de la capacita -
cién, en el manejo de programas con AID y su estratégica ubicacién que
le confiere una estrecha relacién con los sectores pdblico y privado.
Finalmente, sugerimos un esquema organizativo consistente en la forma-
cién de un Consejo que al tiempo que goza de autonomfa de CINDE, permi-
ta lograr la coherencia entre los diferentes programas y mantener la
flexibilidad necesaria de un programa de esta naturaleza.

En espera de que la propuesta aqui presentada sea acogida favora-
blemente, quedo a su disposicién para aclarar o ampliar cualquier
concepto.

Atentamente,

Dr. Fernando E.” Naranjo V.
Director Ejecutivo

cc: Archivo
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July 23

Aug. 1
Aug. 3
Sept. 4
Sept. 19
Sept. 21

Sept. 26

Oct. 15

Nov. 1 -
Feb. 15

July 23~
August 3

July 23~
Sept. 26
Sept. 4
Sept. 17

Oct. 15-
Mar. 15

Nov., 5 -
Dec. 21
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SCHEDULE OF MAJOR EVENTS

July, 1984 to June, 1985

Memorandum of Understanding signed granting first
tranche of local currency to CINDE.

AID approves CINDE personnel to be hired.

Project Authorized.

Cooperative Grant Agreement Signed.

AID approves CPs to initial disbursement.

At CINDE request, AID hires U.S. Project Advisor.
AID approves CPs to subsequent disbursement,
training plan, administrative manuals, annual
budget. Authorizes first disbursement of dollar

funds for training activities.

PIO/Ts for procurement of US training administrative
services sent to Washington.

AID/ issues RFPs, evaluates proposals, and awards

contracts.

Select and hire local personnel for project
management unit.

Prepare detailed Project Implementation Plan,
Administrative Manuals for Training Participant
Selection, and budget for first year of operation.
Cooperative Grant Agreement Signed.

Request AID to issue PSC for US Project Advisor.

Work commences on university visiting professor
program, first visitiny professors arrive in March.

Contracts with local groups to conduct in-country
training.



7. Nov. 5
Y. Nov. 12-
Jan. 14
9. Febo 11-
March 15
10. March 1
11. April 1

US Contractors

1. Feb. 15
2. March 1
3. March 1
4. March 1

Local Contractors

1. Dec. 21

2. March 11

ANNEX 5
Page 2 of 3

CINDE negotiates agreements with UCR, ITCR, and
INCALL for participation in faculty training program.

Joint Committee formed; CINDE, Universities, Private
Sector, to manage week-end seminars. First seminar
held in mid January.

CiNDE announces in country training for private
sector. Training begins, mid-March.

CINDE meets with U.S. contractors, begins long term
relationship.

CINDE announces availability of US training for
private sector.

US contractor (s) sign contracts in AID/W.

University training: Contractor meets with CINDE
March 1, tirst long term placements in June; tirst
short-term placements in August.

Bank training: Contractor meets with CINDE March 1,
first long-term placements in June; first short term
placements in July.

Private Sector Training: Contractor meets with
CINDE, first short term training placements in July.

Local training groups contracted.

Local training for banks and private sector begin.

July 1985 - August- 1989

All training activities continue throughout this period.

1. July 1985
2. Aug. 1985
3. July 1986

Project Review: plans modified, budget prepared for
2nd year of Project.

AID approves CINDE Project budget for 2nd year.

Project Review: plans modified, budget prepared for
3rd year of Project.

(,]70
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Aug. 1986 AID approves CINDE Project budget for 3rd year.

Mar 1987 Project Evaluation: plans modified, budget prepared
for 4rd year of Project.

Aug. 1987 AID approves CINDE Project budget for 4th year.

July 1988 Project Review: plans modified, budget prepared for
5th year of Project.

Aug. 1988 AID approves CINDE Project budget for 5th year.
Mar. 1989 Final Project Evaluation.

Sept. 1989 Final report on Project activities. PACD on Sept.
4, 1989.
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DEMAND FOR TRAINING OF EXPORT ENTERPRISES

The assessment of the training needs of private enterprises focused on
identifying the managerial and technical training needs of Costa Rican
non-traditional exporting firms, because of the need to stimulate and
reinforce Costa Rica's transition to export-led growth. The assessment, which
was based on the review and analysis of existing and recent data, identified a
potential demand for training in the sub-sector which far exceeds the

Project's resources for this component.

Data was taken from a recent survey of 154 local industries.l/ The
survey was based on a random stratified sample from the Costa Rican
manufacturing sector. The sample included small (1-20 workers), medium
(21-100 workers) and large (more than 100 workers) enterprises._zf Of the
firms surveyed, 65 were export oriented and admitted a need for training.
Cross tabulations of the data pertaining to the 65 firms were then made tO
generate information to identify: 1) numbers of firms by economic activity
which had expressed interest or non-interest in training; 2) the numbers and
types of personnel which needed training by manufacturing activities of firms
desiring training and projections of the same for the larger universe of
export-oriented businesses; 3) the distribution of the training required by
duration of training; and 4) the willingness of firms to pay for the trainind
or to share in payment of its costs.

A. Training Needs of Export Firms Interested in Training, by Types and
Numbers of Personnel Categories .

' The personnel which required training among the 65 export-oriented
firms were divided into two categories:

(a) Executive personnel (presidents of firms, general managers,
marketing managers); and

(b) Technical personnel (professional personnel in administration,
production, finance, export sales and advertising).

The data from the sub-sample of 65 export firms interested in
training yielded a demand for training in those firms of 242 persons in the
executive category and 1,671 persons in the technical category.

1/ “Personnel Training Needs in Order to Increase Exports", Institute of
Economic Reasearch (I.I.C.E.), University of Costa Rica, 1983.

2/ Seventy-eight percent were firms in the medium to large categories.
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To project this demand to the larger universe of exporting firms
with training needs, statistical calculations were made which yielded
expansion factor coefficients of 3.0 and 2.68 for the executive and technical
occupational categories, respectively. The number of executives and technical
staff listed by the sub-sample of 65 exporting firms which were identified as
requiring training were multiplied by these expansion coefficients. Thus, the
analysis arrived at an estimated poctential global demand for executive and
other professional training in the non-traditional export sector of 726
executives and 4,478 technicians for a total of 5,204 persons. The details of
the demand analysis are shown 1n Table 1.

B. Duration of Training

The definitions of long and short term training used in the sample
survey are different from those used by A.I.D. Short term training was
defined as no more than one day per week. long term training was defined as
more than one day per week. In neither case is the number of weeks specified
or limited. This information confirms our assumption, based on informal
interviews with businessmen and representatives of the various chambers, that
firms cannot easily release key employees from work for prolonged periods of
time for the purposes of training.

Because tl.a survey questionnaire did not take into account long term
training as defined hy A.I.D. (i.e., full time stuldies in an academic program
leading to a degree), it is impossible with the existing information to
determine the potential demand for full-time, 1long term training.
Nevertheless, the study concluded that there would be very little demand for
such training and thet the overwhelming demand would be for short term
training.

C. Willingness of Industries to Finance Personnel Training

Of the 65 firms surveyed which have expressed a need to train
personnel, 50.9% are disposed to finance the complete cost of training, 43%
are willing to finance a portion of the training costs and only 6.1% want
training but are not willing to or capable of paying for it. It is
interesting to note that those campanies engaged in industrial activities
which had the greatest need for personnel training are also those most willing
to finance the costs of training.

On the basis of the foregoing, a cost-sharing criterion is included
in the selection process for private enterprise training to be funded under
the Project will serve as a "market test" indicator of firms' interest in
obtaining economic benefits from training. Moreover, the criterion fosters a
campetitive spirit among potential participating businesses by giving greater
weight to tlose firms willing to contribute a larger portion of the direct
training costs.
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TABLE NO. 1: GLOBAL DEMAND: EXECUTIVE AND TECHNICAL PERSONNEL

OF EXPORT ORIENTED FIRMS WITH TRAINING NEEDS

ECONOMIC ACTIVITY

TOTAL PERSONNEL

PERSONNEL

EXBCUTIVES TECHNICAL

TOTAL 5204 726 4,478

311 Food Products (Bewverages not included) 909 132 777
312 Various Food 134 27 107
313 Beverage & Destillery Ird. 2e1 18 263
321 Textile 184 45 139
322 Clothing (Shoes not included) 394 54 340
323 Leather & Fur Industry 98 12 86
324 Footwear 301 33 268
331 Wood Industry (Furniture not included) 11 3 8
332 Funiture & Accesories Fact. 110 24 86
342 Printing and Publishing : 55 9 46
351 Basic Chemicals 373 54 319
352 Other Chemicals 201 72 129
355 Rubber Products 344 33 311
356 Plastic Products 518 54 464
361 Nomr-Metalic Mineral Products 275 12 263
362 Glass ard Glass Products 165 15 150
369 Other non-Metalic Products _ 261 12 249
372 Non-Ferrous basic Metal Products 229 9 220
381 Metalic Products (Machinery not included) 47 36 11
382 Machinery (Electric appliances not 1ncluded) 114 18 96
383 Electric Machinery & Appliances 58 18 40
385 Professional & Scientific Equip.

for Optical Inst. o8 3 95
390 Other Indust. & Manufacturers 44 33 11
SOURCE: Special Tabulations of data fram the survery "Personnel Needs to Increase E ports"

I.I.C.E.- UCR, 1983.
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ASSESSMENT OF TRAINING NEEDS OF THE FINANCIAL SYSTEM

A. Overview of the Costa Rican Financial System

The Costa Rican financial system consists of a Central Bank (BCCR),
four state owned commercial banks, eleven private banks (with two more in
various formative stages), and over 150 financieras, or private finance
companies._]/ The fundamental characteristic of the financial system in
Costa Rica is the nationalization, since 1948, of local currency demand
deposits and since 1982 of all foreign exchange produced by Costa Rica's
exports.

Only the four state banks can open colon checking accounts, and all exporicrs
must sell the foreign currency product of their exports to the BCCR.

The BCCR is the Republic's bank. It is charged with the
responsibility of emission and administration of the Costa Rican currency and
of the country's hard and other foreign currency reserves. Additionally, the
BCCR acts as the government's investment banker, cooperating closely with the
Ministry of Finance for the placement and redemption of government bonds.
Another important function of the BCCR is the direct regulation of all state
and private financial entities, performing functions analogous to those of the
Conptroller of the Currency in the United States. Overall, the BCCR is
responsible for the determination and management of monetary, credit and
exchange rate policies. As such, its actions and policies have profound
implications for the economic life of the country. It also monitors the
country's foreign debt and is an active player in public sector debt
renegotiations. IMF agreements are also negotiated and carried out with the
BCCR's active participation. ‘

The four state banks, which together account for approximately 96%
of consolidated Costa Rican banking assets, function ostensibly as commercial
banks. However, under the Bank Nationalization Act of 1948, they were given
an economic development orientation which has resulted in a rather unique, and
sometimes contradictory, mix of comnercial and non-commercial lending
objectives and policies.

Today, the primary role of the state commercial banks is that of
implementing the BCCR's annual Credit Plan, which basically consists of
disbursing predetermined quantities of bank credit to specified

1/ The vast majority of financlieras are small opérations which are
insignificant in an analysis of Costa Rican banking. There are perhaps
only twenty major financieras in the country.
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economic sectors at specified interest rates, with a specified mix between
short term working capital credit and medium and long term investment credit.
Ioans from the National Credit Plan are funded from current account deposits
and from colén savings accounts and time deposits, as well as from any
increasr~ in money resulting from changes in reserve requirements or other

activ’ £ the BOCR. Another major function of the state banks has been
the on with the BCCR in adjusting the money supply and in security
excl. ;ations undertaken primarily to finance the govermment.

The private financial sector is currently undergoing considerable
growth and change, while taking on a greater burden of non-demand deposit
activities. Their resources either originate abroad (through locans or other
forms of intermediation) or are raised locally in the form of equity or
through the sale of bonds, savings certificates, and similar obligations.

One of the major constraints for the private banks in functioning as
such is the law under which they exist. Under the National Banking System
Law, they must conform to all of the portfolio, pricing, and other controls of
the state banks. This legal framework is a major impediment to a more open
banking structure. To some extent, this factor has been understood by the
Executive Branch of the GOCR, and President Monge has appointed a cammission
to study the present system and make recommendations for reform. The
comission's study is due in August of this year.

Because of difficulties in funding due to the constraints under which
the private banks must operate, activities have tended toward concentration in
short term working capital lending, and especially towards import and export
foreign exchange operations where rapid turnover of limited funds is possible
and where service is critical, whereby the banks can obtain a significant
campetitive edge over the state banks. In this regard, it is noteworthy that
despite the private banks' composition of only 4% of total country bank assets
as of December 12, 1983, this private sub-sector earned approximately
one-third of total caommissions. Since the cammission structure is identical
for all banks, this means that the private banks already process one-third of
the total foreign trade wolume of the country (letters of credit, collections,
export liquidations, etc.) and this figure is climbing. The inefficiency of
the state banking sector, on the other hand, can be attributed in large part
to the absence of a profit motive and as yet insignificant real competition
from the private financial sub-sector.

B. The Importance of the Private Sector Financial Sub-Sector in Costa
Rica

. Table 1 presents a spread sheet of the Costa Rican banking system
campiled from the April, 1983 publication of the Banking Audit Authority, an
autonomous department of the BCCR. A review of the spread sheet demonstrates



EXEIBIT 1

(DSTA RICAN STATE AND PRIVATE BANKING

30 April 1983 - 000's of Colones

1 2 3 4 5 6 7
STATE PRIVATE PRIVATE FI- TOTAL TOTAL TOTAL $ TOTAL
RANKS BANKS NANCIERAS FRIVATE IN OOLONES 1IN DOLIARS STATE PRIV.
(243) (1+2+43) (5/43.65)
5SS
Cash and Banks 13.025.814 295.816 118.219 414.035 13.439.849 307.900 ©6.9 3.1
Icans and Accounts Receivable 17.789.049 576.335 567.919 1,144.254 18.933.303 433.753 94.0 6.0
Securities and Other Liquid Assets 9.261.293 293.939 388.425 682.364 0.943.657 227.804 o3.1 6.9
{Other Assets and Investments 17.106.493 481.805 107.827 589.632 17.696.125 405.410 96.7 3.3
Fixed Assets 7€2.860 39.622 59,859 20,481 869.341 19.916 88.6 11.4
Prepavoents 169.839 15.541 2.747 18.288 188.127 4,310 90.3 9.7
Total Assets 58.122.348 1,703.058 1,244.99% 2,948.054 61.070.402 1,392.093 96.2 3.8
LIATITITIES
Finding, Deposits and Invest. Certs. 39.636.048 307.236 709.457 1,106.457 40.742.741 033.397 a7.3 2.7
ZSonds and Other Debt Securities 51.102 485.902 - 485.902 537.004 12.302 o.5 90.¢
Ioan Debt to BCCR 1.738.359 166 - 166 1.738.525 39.828 100.0 -
ioan Debt 3.280.446 398.352 - 398.352 3.678.798 84.280 89.2 10.8
Other Iiabpilities 8.388.710 113.126 269.412 382.538 8.771.248 200.946 95.6 4.4
Soordinated Da-?t - - 31.555 31.555 31.555 723 - 100.0
Jeferred Charges 388.089 12.878 - 12.878 400.967 9.185 96.8 3.2
53.482.754 1,407.660 1,010.424 2,418.084 55.900.838 1,280.661 95.7 4.3
= WORTH
Capital Stock 3.883.900 223.646 155.306 378.9252 4.262.852 97.€59 9.1 8.¢
®2id In Surplus - 2.031 1.047 3.078 3.078 71 - 100.0
Revaluation Surplus - - 4.559 4.559 4.559 104 - 100.0
Reserves 264.686 25.219 30.293 56.212 320.898 7.352 82.5 17.5
Fetained Zarnings -~ 6.617 41.800 48.417 48.417 1.109 - 100.0
Profits - 3.565 - 3.565 3.565 82 - 100.0
Unclosed Operational Accounts — Net 491 .008 33.620 1.567 35.187 526.195 12.055 93.3 6.7
4.639.594 295.398 234.572 529.970 5.169.564 118.432 89.7 10.3
—everage Ratio (lLiabilities/Net Worth) 11.52 to 1 4.77 to 1, 4.31 to 1 4.56 to 1 10.81 to 1

=
/
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an apparently only minor contribution of the private financial sub-sector to
the overall banking business in Costa Rica. A closer analysis, however, leads
to a different oconclusion.

The spread sheet shows that the stated assets of the combined state
banks totaled 58 billion colones. Of these, approximately 18 billion colones
are loans and accounts rceivable, and 17 billion colones are other "assecs and
investments". Unfortunately, the Audit Authority does not publish its
accounting standards to help identify precisely what goes into each account,
so it is difficult to gauge the real worth of these assets.

However, it is known that the state banks do not adhere to the
principle of non-accruing loans, so that interest simply keeps accruing as
accounts receivable on many past due loans, sometimes for years. Recent
publications in the local press rewveal that the consolidated portfolio of the
Costa Rican state banks is 48% current and 52% past due, with over 22%
"frozen", that is, acknowledged as uncollectible. This 22% of loans
constitutes 84% of cambined state bank capital. MAgain, it is not clear by
what standards these figures are derived, and it is probable that any
write-off decisions are highly politicized within the banksl/.

Beyord the loans, the 17 billion colones figure for "other assets and
investments" is also suspect and may contain significant non-performing assets
derived from ligquidation of collateral, such as hotels and real estate
developments that have been closed or discontinued and taken over by any of
the respective banks.

It is noteworthy that profit figures are not shown in the balance
sheet. This, no doubt, is due to the state banks' role as public interest
entities in which profits are not a goal. Howewer, this totally ignores an
important element which impacts a bank's balance sheet -~ capital growth --
since the most important source of capital growth is earnings retained in the
husiness.

The spread sheet indicates that combined state bank capital as of
December 12, 1983 was 4.6 billion colones, and that the capital to liability

1/ In any event, it is also probeble that the percentages would be
~  considerably higher if internal audit standards of a first rate non-Costa
Rican bank were applied. This would mean that a portion of these "assets"
greater than the 22% mentioned abow should probably be eliminated from

the alance sheet.
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ratio was therefore 8.7%, compared to 20.9% for the private banks.l/
However, for reasons stated abowe  pertaining to ' major deficiencies in
accounting methods, the state bank capital, even at the indicated lewel, is
grossly overstated since a reduction in assets would be compensated by a
similar reduction in net worth.

Additionally, other factors mandated hy the banking law are acting to
decapitalize the state bank system. For example, the law requires the state
banks to dishurse from profits 10% of the total yearly payroll to an employee
pension fund. As referred to abowe, because non-performing loans keep
accruing interest and this is reported as revenue, the profits are grossly
overstated. Thus due to lack of proper accounting atandards, and probably for
political reasons, the state banks make considerable year-end distributions of
income that is not really there, decapitalizing the system.

There are other considerations which would imply that the figures in
the balance sheet very significantly understate the importance of the private
financial sub-sector in Costa Rica. For example, the figures represent only
the data on local books, when in many cases the local private financial
entities book dollar loans to Costa Rican debtors through offslore affiliates
in Panama or elswhere. Were this private sector offshore book debt to appear
on the books of the local entities, the relative importance of the priwate
banking sub-sector would be altered radically. Thus, there is considerable
justification in concluding that the priwate financial sub-sector in Costa
Rica is significantly larger, more important, and more dynamic than a simple
camparison of total assets reported by the Banking Audit Authority would
otherwise imply. This is especially so when considering that the public
financial sector figures are considerably overstated if more rigorous and
prudent accounting standards to the balance sheets were applied.

Beyond the size of assets, precisely because the private banks are
smaller and not burdened with a bloated hureaucracy, they are more capable of

absorbing change and implementing needed reforms. This leads us to conclude

that the private financial sub-sector can continue to play a more dynamic role
in the dewelopment of the productive sectors and in assuming more of a
leadership position in improving financial standards and performance.

l/ By way of contrast, the Comptroller of the Currency of the U.S. has set a
minimum ratio of 4.5% which mainly affects major money center banks.
Regional or smaller U.S. banks tend to have higher ratios, of about 8.0%.
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C. Training Needs of the Financial System

The assessment of the specific training needs of this sector
identified several major weaknesses or oconstraints to the dewvelcpment of a
healthier and more responsive financial intermediation process. While the
deficiencies apply primarily to the state banks, there has been spillover into
the private sub-sector as well. In general the problems, which can be viewed
as legacies of the banking nationalization, are evidence of a general lack of
professionalism.

1. Banks and Financieras

In the 36 years since the banking sectcr was rationalized, a
general de-professionalization has taken pluce. Theie is no general banking
"eulture", and in the public sector, no comccgi of providing a service to the
custamer.

In the private sector, there has been much improvement, although
scme of this may be more the result of a desire for efficiency than a desire
to become more professional. At the executive lewel, this lack of
professionalism is often manifested in excessive precccupation with
sufficiency of (ollateral instead of cash flow, insufficient emphasis on
liquidity, insv:ficient credit analysis, insufficient or unsophisticated
financial planning, and ignorance of what is going on in banking outside the
borders of Costi Rica. All of these issues should be addressed through
training of the private sector, and the public sector as appropriate.

On the state banks, and even in many private financial entities,
the decision-making process is weak. This problem inwlves not only the lack
of financial decision capability at the board lewel, but also the lack of
managerial delegation within the institution. In some cases, the bank manager
may be relegated to the role of administrator who prepares agendas for others
to decide. The result is often managerial paralysis. This is a difficult and
ineffective way to run a bank, but for same in Costa Rica, it is the only way
they know. With same training in financial analysis and bank management,
especially at the board lewvel, this modus operandi can probably be modified,
especially in the private financial institutions that are more receptive to

change.

There is also a considerable need for generalized credit
training at all levels to professionalize bankers. Other areas for training
would also include financial accounting and financial statement analysis. The
latter would be especially useful at the board lewel where the credit
decisions are made. There is alsp need for specific product knowledge
training in areas such as foreign trade, bank accounting, money market
instruments, funding strategies and liquidity management. Other topics
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pertaining to electronic banking, tax and legal issues, and bank planning
would be appropriste to cover at different lewels within the banks. Most of
these topics could be covered in relatively short structured courses in
country. U.S. instructors could be brought in for some of these courses.

Institutionalized training, such as internships in U.S. banks to
provide on-the-job training and a fresh perspective, is also needed,
especially for unit heads of acocwunting or processing departments or of
foreign trade departments. Because the private banks are relatiwely small in
terms of staff, releasing a key employee for werks or several months could he
a prohlem. Howevwer, owr the course of a fivwe-year program, this factor
should became less of a problem as the private financial sub-sector grows and
as more training is offered to provide more pecple as ackups for those wlo
are trained outside the country.

Recently, ten private financial institutions organized

themselves into the Costa Rican Banking Association (ABC). The purpose of the
ABC is to promote and strengthen the country's financial anmd banking
activities. The ABC has identified the upgrading of fimancial institution
personnel as one of the organization's highest priorities. In recent weeks,
two state banks hawe asked to join the ABC and their applications are under
consideration. The ABC views these applications as an opportunity for
positive collaboration between the private and public banking sectors. Up to
now, these two groups tended to view themselwes as adversaries. The BOCR has
also indicated an interest in joining the ABC.

Because the training needs of the state banks are massiwe in
.camparison to the private banks, 1/ aml because the priwate fimancial
entities are not burdened with political considerations in decision-making,
the Project should giwe priority to training of personnel from the priwate
financial sub-sector. The in-country training courses can be coordinated by
the Implementing Entity with the ABC and its members. The ABC can help CINIE
with identification of specific training needs ower the life of the Project,
refinement and scheduling of programs, and with participant nominations. In
addition, to the extent that state banks joint the ABC, their participation in
imr-country training is recamerded, though on a limited basis ard under the
same conditions as regards counterpart contributions and participant selection
criteria.

l/ For example, the Banco de Costa Rica, the secord largest of the four state
tanks, has identified training needs for owr 100 professional leve.
enployees on its staff.

O,
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Participation from both groups in in-country trazining would foster and
reinforce harmonious relations between the two, thus paving the way for a more
fawrable clinate for private banking in Costa Rica. In turn, a strengthened
private financial sub-sector would create greater coampetition to the state
banks, thereby scimulating the pubhc financial sub-sector to adapt new
attitudes conducive to reform.

2. The Central Bank

Because of its key role in setting the ground rules for the
functioning of the owerall financial system, it is imperative that the Central
Bank be included in the financial sectcr training component of the Project.
It is also important that it be included so as to promote a greater
sensitivity of the part of the BCCR to the financial private sector amd to the
private sector in general. Due to the orientation that has developed on the
part of the Central Bank and the state commercial banks over the years, in
which their primary concern is implementation of the National Credit Plan, the
BCCR has lost some sensitivity to its central role in the economy as regards
to the private banks and the private sector in general. This has been
exacerbated by the situation in the BOCR wherein most executives make a career
of the Central Bank and so have less experience and urnderstanding of the
private sector's needs than would be the case with a greater mix of
professional backgrounds.

The departments at the BCCR which intereact most with the
private banks and financieras are the Finance Department, the Department of
International Transactions, and the Banking Audit Authority. These are key
departments because they control the documentation requirements and distursal
of local currency and foreign exchange for all foreign trade transactions on a
day to day lewvel, and they have strong policy input in this area as well.

The top management of the BOCR is cognizant of the needs for
training and upgrading of BCCR managers and professionals and has made a
specific request to AID in this regard. The request includes both long and
short term training and appears to be sound and well-balanced.

For short term training, the BCCR needs courses which cover in
sane detail the technical aspects of the foreign trade documents they process
and elements of intermational bank management as well. They are also in need
of general management courses to help modernize and streamline their
organization and planning systems and to provide greater motivation for their
staff. Another identified short term need is for legal training in the area
of external debt negotiations.

The short-term courses should also be supplemented with
on-the-job training in the U.S. Federal Reserve or other U.S. banks.
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Intermships of approximately three months duration in the areas of services
management (letters of credit, collections, management of financial
instruments) would be highly beneficial.

Ionger-term academic studies for key professionals working in
specialized technical areas such as statistics, economic sciences, and
camputer science should also be provided to improve the analytical capability
of the Bank. To camplement these longer term studies, Rglish language
training will be neccssary in many cases. In-country English language
training geared to banking would also be highly useful for the selected
managers and technical professionals who havwe to deal with intemational

organizations.

Within the BCCR, the Banking Audit Authority should also be
targeted for training of its key personnel. This department is in effect the
superintendency of banks. Its operations are quite autonomous from the rest
of the Central Bank, and its methods are generally antiquated, hampered by a
lack of standards in accounting. The financial system needs these standards,
but this issue is politically sensitive since the entities most adversely
affected by strict supervision of the credit portfolio would be the state

banks themselves.

Nevertheless, the |TDanking system would ©benefit by a
modernization of internal bank accounting procedures and reinforcement of the
Andit Authority's supervisory skills since in many instances it must deal with
and find solutions to accounting and other problems encountered by the various
banks. It would therefore be approrpiate to focus efforts in this area to
help and permit the department to upgrade its performance so that this entity
can provide improved support to the financial sector.

The Audit Authority has recently established its own training
office but is seeking funding assistance since its limited budgetary
allocation for this purpose has already been depleted. The department has
identified needs for training in data processing and computer applications, in
internal auditing for the Central Bank, and in general auditing for private
banks. They have arranged for three one month internships in Mexico, Chile,
and Peru to cover the above needs, and they are also interested in same help
with portfolio risk analysis from the Superintendency of Banks of Chile. The
departments has also set up an in-house training effort to pass on the
benefits of external training to the whole staff and to upgrade general skill

lewels.

The Audit Authority's self-help training efforts should be
supplemented under this Project. 1In particular, its staff could especially
profit from some of the Project's in-country courses for the BCCR. In this
regard, key personnel of the Audit Authority should participate in courses
which cover topics such as foreign trade, intermational bank management, and
general management.
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ASSESSMENT OF TRAINING NEEDS OF UNIVERSITY FACULTIES

A. An Overview of Higher Education in Costa Rica

Most institutions of higher education in Costa Rica are run by the
State in a subsidized manner, but with the strict University autonomy which is
the tradition in Latin America. The University of Costa Rica (UCR) is the
oldest and most prestigeous of all the institutions. It was started in 1941
and has a present student body of 29,000. The main campus is in San José, but
there are five provincial campuses. The UCR offers the fields of study which
have the most status and tradition within Latin America, e.g. Medicine, Law,
Engineering, Agriculture, Science, Education, etc.

The Universidad Nacional (UNA) was begun in 1973 in the city of
Heredia, a suburb of San José. The UNA grew out of an older, established
Normal School, and now has 11,000 students. Besides its main campus at
Heredia, it has two regional centers. All of the newer universities have
their origin in demands that UCR was unwilling or unable to meet. In volume,
the UCR wae unable to meet the demand for university level education. Also,
the UCR failed to privide careers in certain newer technical and professional
areas. For example, one could major in political science at the UCR, but not
in foreign relations and diplomacy. Therefore, this career was started at the
NA. Likewise, one could major in biology at the UCR but not in the more
general envirormental sciences, consequently this career was begun at the UNA.

In order to awoid duplication in career offerings, and to promote
cooperation among the state univiersities, a council of university rectors was
established which is called OONARE. OOMNARE is an effective wehicle for
coordinating career offerings, admissions, and academic standards among the
various state universities. .

In 1974, in the old Costa Rican capital of Cartago about 20
kilometers south east of San Jose, a new technical university was founded
which was 2 radical departure from traditional higher education in Costa
Rica. The Instituto Tecnoldégico de Costa Rica (ITCR) was begun by persons who
felt that technical education should be closely linked to the needs and
realities of the private sector, that students should be given "dirty hands"
experience, and that the academic schedule should be 11 months a year so that
students could earn their degree in three years instead of four. Needless to
say, this ‘"heresy" prowked outcries from the traditional engineering
faculties at the UCR and fram some of the professional associations which have
licensing authority. Ten years later same of these wounds are still not
entirely healed, but the ITCR has a well equiped, modern campus and is
producing quality graduates from its 2,500 member student body. The ITCR's
emphasis is in producing engineers in electronics, electricity, metallurgy,
construction, and wood technology. ITCR is noted for its active technological
extension service which serves the needs of private industry.



ANNEX 8
Page 2 of 5

The first serious private university in Costa Rica, the Autonomous
University of Central America (UACA) was begun in San José in 1977. It is
organized in the Cambridge system of autonomous colleges. The 16 colleges
opeate as largely independent academic and business units. Even though UACA
is expensive when compared to the state universities, enrollment continues toO
grow. :

INCAE is a world class graduate level business school, long
associated with A.I.D., which has recently located in Costa Rica. Although
originally located in Nicaragua, because of recent uncertainties in the
country, it has decided to move about two thirds of all academic activities to
the new campus in Costa Rica. INCAE, affiliated with Harvard University
Business School, offers four residential programs: the Masters in Business
Administration program, a one part graduate program in Functional
Administration, a one year graduate program in Banking, and a one year program
in Financial Management. There are 409 full time students and 55 full time
faculty members. Presently the student body is from 10 Latin American and
Caribbean countries. 1In addition to the full time residential programs, INCAE
offers consultancies to private industry and governments, and a wide range of
short courses and seminars taught for the private sector within the various
countries of Central America.

Within Costa Rica there are two other Universities which are not
associated with this Project for diverse reasons. The Adventist Center for
Advanced Studies (CADES) is a Seventh Day Adventist university located in the
city of Alajuela. It has an international faculty and student body, but
produces mainly education graduates. The National University of San Diego,
California has recently started a graduate program in Business Administration
in San José. The masters program is designed for working students. A new
course is taught each month for two evenings a week. The student may take the
courses in any sequence, and in English or Spanish. The Costa Rican program
is too new to evaluate its potential .for involvement in this Project.

One other training institution, although not a university, bears
mention in this survey. The Instituto Nacional de Aprendizaje (INA) is an
semi-autonomous government agency, supported by mandatory payroll deductions,
which offers technical training to the Costa Rican workforce. INA offers
short term practical training to workers of any age, based upon the actual
needs of industcry. The INA classrooms and workshops are well equipped and the
curriculum well attuned to industrial demands. This description of INA is
offered because of its strong affiliation with the needs of the private
sector, and an activity recommended under this Project is described below.

B. How University Training Needs were Identified

The chief administrators and selected faculty members from the major
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universities were interviewed. Each university was asked to submit documents
which would outline which faculties most directly aided the private sector and
suggest what faculty training was needed to improve assistance to the private
sector. Some of the programs submitted by the universities were shown not to
merit further consideration. Reasons for not considering rroposals were:
lack of interest in private sector training, non awailability of full time
qualified faculty, and non applicability of program to privite sector needs.
Nevertheless, 14 program proposals did merit the support of this project and
they are outlined further on in this discussion. In addition, key leaders of
the private sector were interviewed to ascertain their perceived needs fcr
private sector luman resource training and the role which the universities
could or should play in this process.

Throughout the inverviews with the universities and the private-

sector, interesting ocontrasts and perceptions emerged. Several common
concerns were identified as well as several points of marked disagreement.
By-and-large, respect for the needs and capabilities of the universities and
the private sector is recognized by both parties. The main point of
difference is, however, cooperative program planning., The private sector very
clearly stated a desire to be inwlved in program planning with the
universities. The wuniversity administrators lave little interest in
cooperative planning or are unsure about how to undertake it. The potential
for significant, new, cooperative program development is, however, clearly
identifiable.

The private sector identified seweral training activities that
require faculty participation to dewelop and implement. Through this type of
in-country, short-term training, which the private sector leaders felt should
be offered by the universities, there could be an immediate impact on both
production and manpower developwent. These private sector leaders felt that
shoct term training could be offered to their employees in the fields of:

1) Management of industrial production, inventory control,
materials handling, and production scheduling;

2) Establishing and maintaining quality control in production;
3) New technologies and technology transfer in certain industries;

4) Industrial maintenance as part of an owerall strategy for
improving productivity;

5) Export marketing and financing;

6) Financial and administrative skills, with emphasis on
application of camputers to operations and planning; and

#
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7) Generalized training for the new private barks.

C. Recommended Responses to Identified Training Needs

Through the consultations with both the universities and the private
sector leaders, there has emerged a collection of long term training, short
term training, and technical assistance which this Project can sponsor to
improve the capacity of the universities to support the needs of the private
sector.

The expansion of the electronics industry in Costa Rica is one of the
most important amd persistant themes within the private sector. The first
priority for targeting University training resources of this Project should be
the Department of Electrical Engineering of the UCR. For this reason the
Electrical Engineering Department should be reinforced by faculty scholarships
for both Ph.D.'s and Masters degrees, by visiting professors from the U.S.,
and by short term academic and industrial training in the U.S. for faculty
members. In addition, this department could directly benefit from a series of
weekend seminars on the "state~of-the-arts” in modern electronics in which the
private sector could also participate.

The Department of Industrial Engineering was also deemed critical to
private sector dewelopment. However, this department is now undergoing
substantial reorganization. One faculty Masters degree should be reserved to
strengthen the department and further assistance should await a future review
of the academic and personnel situation after a few months of adjustment.

Also at the UCR the Food Technology Department, which has great
potential in assisting the expansion of exports of processed agricultural
goods, should receive two faculty scholarships for Masters degrees and the
services of a visiting professor. One faculty member should also receive
short term training in the U.S. in food fermentation.

The UCR's Department of Economics and the Ecoromics Research
Institute (here treated as one body) are critical to the development of a
modern economy in Costa Rica not only in the training of students but also in
corducting research and feasibility studies, and providing current and
reliable national economic statistics. Therefore, this department should
receive faculty scholarships for Ph.D.'s and Masters degrees, visiting
professors in statistics and computer science and short term training for
faculty members in industrial statistics and human resources at the U.S.
Department of Labor.

At the ITCR, a variety of engineering and technical faculties will be
strengthened, all of which directly relate to the private sector. Masters
degree scholarships should be offered in industrial engineering and wood
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technology. Visiting professors should be brought in to work in electronics,
electric power, metallurgy, welding, manufacturing engineering and
occupational health and safety. Short term technical training in the U.S.
should be offered to faculty members in the fields of electronics, wocod
technology, industrial  maintenance, manufacturing  engineering, and
occupational health and safety.

In addition, one U.S. education consultant should be given a short
term assignment to ITCR to help develop a special curriculum to assist INA
graduates who have risen to managerial positions in industry, but who lack
st_:glid academic backgrounds, to enter professional technical degree programs at

e IICR.

Finally, given the importance of the INCAE program to the Costa Rican
private sector, both in terms of formal business management education and in
apvlied research, the INCAE faculty, which has grown to accomodate the new
Cos:a Rican program, should Dbe further strengthened by two faculty Ph.D.
scholarships in Business Management.



ANNEX 11
Page 1 of 7

CINDE'S BOARD OF DIRHCIORS AND EXECUTIVE STAFF

Board of Directors

Richard Beck: President

B.A., Buciness Administration and Economics, Michigan State
University. Founder, Central American Autonomous University.
President, Atlas Electric, S.A.

Guillermo Von Breymann: Vice-President

B.S., Industrial Engineering, Illinois Institute of Technology; B.S,,
Business Administration, London School of Economics. Professor,
School of Industrial Engineering, University of Costa Rica.
Vice-President, Banco Agro Industrial y de Desarrollo.

Carlos E. Araya: Secretary

B.S. Electrical kngineering, U.S. Military Academy, West Point;
M.A.B, Business Administration, Central American Institute of
Business Administration (INCAE). Professor, School of Business
Administration, University of Costa Rica. Pre51dent, Chamber of
Industry. Vice-President, INCESA STANDAR, S.A.

Jorge Woodbridge: Treasurer

B.S., Chemical Engineering, University of Costa Rica; M.A.E. Business
Administration, Panamerican Institute of Business Administration.
Professor, School of Business Administration, University of Costa
Rica. General Manager, CAFESA.

Eduardo Lizano: Member, Board of Directors

Ph.D., kconomics, London School of Economics. Visiting Professor,
University ot Geneva, Switzerland. Director, School of Economics,
University of Costa Rica.

Ernesto Rohrmoser: Member, Board of Directors

Ex-President, Latinamerican Association of Development Financial
Institutions. Member Board of Directors, Costa Rica Social Security
Institute. President, Costa Rican Banking Association (ABC).
General Manager, Industrial Financing Corporation.
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ORGANIZATION OF CINDE'S OFFICE OF TRAINING PROGRAMS
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PROPOSED SELBCTION CRITERIA FOR THE U.S. SHORT TERM
PRIVATE SECTOR TRAINING OOMPONENT

There is a need for implementing a systematic method to be used by CINDE
in selecting the firms that would benefit from the U.S. short term training
programs, in order to minimize subjectiveness and at the same time guarantee
that the funds will be used in accordance with the project objectives.

The criteria selected should point toward the following targets:

a) Recipient firms should be those having the potential for 1.:king the
greatest impact in stimulating growth in the production and export of
non-traditional goods and services.

b) Small firms should not be discouraged from participating.

c) Maximize the contribution of the private sector to the costs of
training.

Although different criteria could be used for this same purpose and

conceding that it does not seem possible to implement a method that would
ascertain absolute fairness and optimize the use of funds, the following

criteria tend toward this end.

1. Type of Goods Produced (Weight 40%)

This criterion airms at selecting with priority enterprises
producing goods included in the U.S. list of selected high tariff imports.
(Goods which currently pay high duty to enter the U.S., which only the CBI
countries will be able to supply at zero duties and which are not too complex
or capital intensive to produce). Firms which qualify within this criterion
would be most likely those having the highest potential for increasing exports
in the short run by taking advantage of the CBI tariff benefits with little
additional efforts.

POINIS TYPE OF GOODS PRODUCED

100 Firms producing goods included in the LSHTI,

currently exporting to the U.S.

75 Firms producirg goods included in the LSTI not
presently exporting to the U.S.

50 Firms producing goods not included in the LSHTI
but currency exporcing non-traditional products to
extraregional markets.

25 Firms that do not comply with the definitions
above.
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This and the following criteria should include drawback industries
and trading companies.

2. Value of Exports (Weight 30%)

The value of exports gives an idea of the firm's comparative
advantages. The assumption is that firms with larger export sales can take
advantage of training to increase exports in the short run more rapidly that
those with lower export sales.

POINTS VALUE OF EXPORTS - US$ PER YEAR

100 Export sales over $2,000,000
75 Export sales over $1,000,000 up to $2,000,000
50 Export sales over $500,000 up to $1,000,000
25 - Export sales under $500,000

3. Willingness to Pay (Weight 20%)

This criterion attemps to capture indirectly the benefits of

training on firm's productivity. In view that it does not seem feasible tO
obtain directly from entrepreneurs reliable estimates of the impact of short
term training on productivity, the degree of willingness to pay for the
training could be used as proxy, i.e., entrepreneurs willing to pay for larger
percentages of training costs are those expecting higher returns and viceversa.

POINTS WILLINGNESS TO PAY
100 Over 75% of direct costsl/
75 Over 508 and up to 75% of direct costs.
50 Over 25% and up to 50% of direct costs.
25 Not more than 25% of direct costs.
0 Not willing to pay.

1/ Assumes that indirect costs will be paid by employers.
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4., Size of the firm (Weight 10%)

This criterion favors small enterprises. The rationale is that if
the cost of a given training program is fixed in absolute terms, it will be
relatively higher, as a percentage of total costs, the smaller the size of the
firm. Small enterprises could be discouraged from participating. In other
words, this criteria tends to reduce what could be seen as a constraint from
the small enterprise standpoint. '

POINTS SIZE QF FIRM
100 From 5 to 29 employees
75 From 30 to 49 employees
50 From 50 to 149 employees
25 More than 150 employees

e
\o°
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PROPOSED SELECTION CRITERIA FCR U.S. BANKING INTERNSHIPS
FOR THE FINANCIAL SYSTEM COMPONENT

Selection criteria and weighting for non board participants:

l.

3.

How much banking/finance experience does the nominee possess?

more than six years
five to six years
three to four years
one to two years

N W

What educational level does the nominee possess?

4 college degree
3 MBA or other Masters degree
2 minimum three years of college

Will participation by the nominee result in a promotion upon his/her
return or shortly therealter?

4 yes
2 shift to another job but no promotion
1 no

Will another participant from the same institution be represented in
the same course?

no
yes but only one
yes, two others
yes, but no more than three

=N W

AR

P
e
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GENERAL REQUIREMENTS FOR PROJECT PARTICIPATION BY UNIVERSITIES

The rapid rate of technological change and its continuing effect on the
nature of work, places an absolute requirement that teachers and institutions
continue to change if they expect to be a significant positive force in the

society which they serve.

The greatest opportunity for the advent of curricular change, especially
in how classe., are taught, will start at the time a university decides that it
would like to participate in this Project. Through participating, they will
soon learn that change will be an expected and positive aspect of their
participation.

Each university department which wishes to participate in this Project
must comply with the following requirements:

1. Submit an academic plan for the unit seeking training funds.

2. Produce a human resource development plan that demonstrates how the
proposed training will be utilized in the improvement of the overall academic

program.

3. Show a demonstrated commitment to working with the private sector,
1nclud1ng the development of a cooperative planning mechanism with identified,
acti.e private sector participation.

4. Produce sufficient documentation to substantiate that the faculty
staff being proposed for training have outstanding prior academic records.

In addition, to the above each faculty member seeking training will be
required to develop a training implementation plan that would clearly state
the areas of development where change will be expected to take place.

The individual training implementation plan will state:

1. How the specific training will impact the department's academic
program. Special reference with respect to private sector training should be
also considered.

2. How the participant is or will be involved in private sector
training.

3. How the required practical "hand on" experience can be utilized by
the Costa Rican private sector.

4. How the participant will diffuse the knowledge and techniques that
they have acquired when they return to Costa Rica (seminars, lectures, etc.).
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ILLUSTRATIVE LIST OF MANAGEMENI TRAINING
QOURSES TO BE PROVIDED IN COUNTRY

GENERAL BUSINESS MANAGEMENT

Executive Presentat.ions

Oral communication methods, delivery techniques, proper use of voice,

audience involvement, for business presentation situations. Practice in
simulated environments with positive evaluation and video analysis.

Data Base Management Systems I

Background orientation and concepts of date management. Principles and
essential components of DBMS. Local vs. physical data representation.

Data Base Management Systems II

Role and justification of Data Base Administration (DBA) . Functions of
DBA. DBMS case study and implementation. User/System interface.
Interrelated software compoiients. o

Managing Financial Resources

How to deploy available capital resources to gain maximuin advantage.
Study of capital budgeting policies and procedures; formulating growth
and diversification policies; appraising incore and risk; and
establishing decision-making guidelines.

Overview of International Business

Examines the foundations of trade, finance, and investment in an
international context. The international monetary rIramework including
balance of payments analysis, the foreign exchange markets and the
gurocurrency market. Theory and history of international trade.
Regional economic integration. International capital movements.,

International Marketing

Analysis of the environmental conditions that enhance or inhibit the
international firm's efforts .to design an use the most effective
marketing techniques for demand cultivation in selected regions of the
world. Impact of differences in language, aesthetics, religions,
business customs and attitudes on marketing strategies.

World Economic Development

Process of economic change, population, growth and industrialization in
contemporary less developed countries. Targets and strategies of
development programs in different national and cultural settings.
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Contrasting roles of agriculture and ir:dﬁstry in LDC's. Sources of
finance, role of foreign investment and the multinational corporation
(MNC) as an instrument of development for LDC's.

International Contract Negotiations

A pragmatic course for professionals in the art and science of

conducting international business negotiations, specifically phe
development and writing of international business contracts, with

emphasis on their legal, tax and business strategy ramifications.

International Business Management

A capstone course in which participants examine various analytical

models for the solution of international management problems. Policy
concerns are marketing, investment, finance, supply, transportation,

labor, personnel, ownership, legal control, centralized versus
decentralized management and the evolving parent and host country

relationships with the MNC.

International Business Law and International Contracts Business

A pragmatic course covering legal aspects of doing business

internationally, selected non-tariff impediments to trade and
investment; the drafting and negotiation of international business

contracts, with emphasis on their business strategy and tax
ramifications. .

Information Systems

An overview of data-processing systems designed to organize data for
more effective management decision making.

Management Information I

A passing score on the Computer Aptitude Test is required for entry into
this course. Principles for using computers effectively, concepts and
properties of procedures; organization and concepts of BASIC programming.

Data Base Management

A systematic approach to storing, updating and retrieval of information
stored as data items. Cost/benefit analysis of design alternatives.

Applying Microprocessors to Small Business

An introduction to microprocessor systems with a review of available
hardware and software systems. A practical experience in understanding
and using business application software with selection criteria to be
used in buying the proper hardware and software systems for specific

hneinace rarmiroemoenta.
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Computers and Management Decision-Making

Managerial considerations of functions of computers and other electronic
systems in decision-making. Computer logic and programming as a
management tool.

Management of Information Systems Projects

Long range information systems planning, defining system objectives, and
feasilbility studies. Case studies of successful and unsuccessful
information systems projects. ‘

Managing Quality

Principles and techniques employed to assure quality goods and services
in today's market. The question to be answered is: "How do I manage
the quality of my product or service and still remain competitive and
profitable". '

Principles of Management and Organization

Theories, techniques and concepts of management in organizations and the
role of manager in a technologically oriented society.

Overview of Business

An analysis of business networks with particular emphasis on the
developing, organizing, funding and operating a theoretical and real
business.

Small Business Management

An overview of everyday business problems associated with small business
operations, including practical situations as approached by student

performance of tasks, responsibilities, experiences, and results through

group exercises.

Seminar in General Management

This is the MBA "capstone" course. Through case studies and a project
involving a multifunctional evaluation of a firm, the candidate achieves
an integration of previously acquired learnings.

Business Location Decisions

A study- of the influence of a variety of governmental, economic, and
human factors of the location of private business and public facilities.
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New Business Ventures

Primarily for those interested in developing or acquiring a major

management equity position in a business venture. Emphasis on careers
rather than companies, on personal rather than corporate goals and

strategy; problems of acquisition or initiation of an enterprise.

Quality Assurance and Reliability

A study and evaluation of reliability and quality control systems
analysis to industrial problems.

Production Management

This course deals with the main aspects of the roduction process

emphasizing those problems which are particularly important in export
production such as quality control, packaging, etc.

Managerial Marketing

Principles, concepts and problems concerned with distribution of goods
from producer to consumer.

Consumer Behavior

Human behavior and its impact on marketing. A study of psychological
and sociological areas such as personality and social class with
practical applications to both consumer buying behavior, and the
marketing areas of product development and design, pricing of products,
distribution in the marketplace and effective promotion.

Sales Promotion Programs

Organizing and planning sales promotion campaigns involving direct mail,
coupons, premiums, sweepstakes and other promotions; intergrating sales
promotion campaigns with advertising and sales force activites.

Production and Operations Management

Role of operations research function in the organization. Study of
production organizations, systems analysis, facilities planning and
scheduling, and control models.

Quantitative Approaches to Decision-Making

Application of research techniques to special problems; constructing
models of problem situations and manipulating model variables for
purposes of managerial decision-making.
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echnical nglish for Managers and ‘lechnicians

An intensive course in English addressed to managers and technicians.
tmphasis on te terminology used in middle level management; special
attention given to pronunciation, conversation, and international
correspondence. An intermediate levei of Enqlish is required.

English for Economists and Managers

An intensive English course directed to professionals in Economics =2nd
Business Administration as well as managers. Emphasis placed on te

terminology proper %o International Trade, attending also to the
problems of pronunciation, conversation and commercial corresponde. An

intermediate level of English is required.

FINANCIAL MANAGEMENT

Overview of Accounting Principles

An accelerated combination of lower and upper division undergraduate

accounting for those graduate students who possess 1little or no
background in accounting. For non-accounting majors only.

Management Accounting

Management decision-making based on accounting concepts; the use of

accounting statements and reports in policy-making. Case study method
is used.

Price Level Changes, Current Value Reporting and Forecasting

Theory and application of price level changes to conventional corporate
tinancial statements; current-value reporting; relation of these
departures from conventional accounting to forecasting, with attention
tc independent accountants' reporting of companies' forecasted financial
statements.

Accounting Problems

A serious laboratory course intended to give the student proficiency in
the technique of solving quantitative practice problems covering the
fields of both general and cost accounting.

Business and kconomic Forecasting

Description and evaluation of modern forecasting techniques and of
contemporary macroecoriomic techniques and of contemporary demand,
supply, price., and market crends for individual industries and firms.



ANNEX 13
Pzge 6 of 8

Business Finance I

Basic role of financial managers from both theoretical and practical
standpoint. The application of fiscal management techniques dealing
with both business and private affairs. Proforma statements; financial

analysis; leverage; management of working capital; and sources of
short-term financing.

Business Finance II

A continuation of FIN I. Capital budgeting techniques; leasing; sources

of lon%-term financing; bonds; preferred stock; common stock;
convertibles and warrants; dividend policies; acquisitions, mergers and
bankruptcy.

Financial Management

A study of the tools of finance. Financial analysis; forecasting and

budgeting; time value of money; sources and uses of capital; corporate
financial policies and strategies; leverages; financial considerations

in management decision-making.

Seminar in Financial Management

A study of corporate finance issues. Uses text material, classroom

discussion/projects, current literature and case studizs to covel
material. Capital budgeting; sources and long-term financing; financial

instruments; financial inscitutions; growth and failure.

International Finance

International tinancial system. Operation of the LEurodollar and
Burobond markets. Balance of payments. Iixchange rate implications.
Foreign exchange risk exposure analysis and management, Analysis of
international investments.

International Financial Management

The financial problems facing an internationally oriented corporation.
Topics include the international financial system, operation of the
Eurodollar and Eurobond markets, floating exchange rates, hedging of
foreign exchange risk aid use of forward currency markets, international
sources of funds, direct foreign investment, international cash
management and comparative international taxation and accounting issues.

BANKING MANAGEMENT

Money and Banking

Money and the level of economic activity; supply and demand for money;
competition among financial institutions. ‘he Federal Reserve System
and monetarv policv.
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Commercial Credit Analysis

Sources and uses of business and governmental commercial credit, oredit
manager responsibilities, the basis of commercial credit decisions,
international trade credit, loan portfolio management and collection

policies and practices. Also, bank analysis of financial statement
analysis and interpretations as it relates to commercial credit

decisions.

Bank Investment and Portfolio Management

Overall management of the bank's capital structure with emphasis in the
investment portfolio to include instruments used in bank investments,
basic considerations affecting portfolio decisions, determining
investment policies, investment strategies and investment authority and
control.

Financial Institutions

Financial policies and practices of commercial banks, savings and loan

associations, pension funds, insurance companies and other major
financial management institutions. Sources and uses of funds, their

cost and return, and government regulation of the financial sector.

International Banking

A study of [inancial policies and practices of foreign commercial banks;
management considerations in the overall scope of international bank
management. Emphasis will be placed on international payments
techniques.

MARKETING AND SALES

Seminar in Marketing

Analysis of markets and institutions varying in size. Considerations
necessary for sound marketing strategy in pricing, promotion, channel
selection and product development. Marketing structures and policies
under various competitive relationships.

Advanced Sales Manageinent

General problems of the sales program: estimating sales potential,
forecasting sales, manning territories, selecting, training, supervising
and compensatiryg the sales force; relation of sales function to other
tunctions of business; general problems of the sales organization. Case
method used.
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Marketing Research

Principles and techniques of market research with emphasis on
quantitative applications; planning and execution of market research
projects; primary and secondary data collation; use of statistical
methods; questionnaire design; interview methods; testing and
communication of results achieved. Case materials used.

Advertising Decision Making

Analysis of advertising in marketing new and established products and

services, consideration of message, media, and budget decisions with a
background of competitive, legal, and research information.

Export Marketing

This course deals with the main concepts and problems in export
marketing, such as export market research, export "marketing mix", and
the organization of export sales. Case studies will be used as a
practical analysis instrument for the marketing and decision-making
process.

How to Export to the U.S.A.

Practical course that deals with the most important problems in

exporting to the U.S. market, ways of entering and maintaining trade
within it, legal aspects, procedures and documents, ways of utilizing
the Caribbean Basin Initiative and other important aspects.



TABLE A
SUMMARY COST ESTIMATE

AND
FINANCIAL PLAN
(IN US$000)
LC HOST COUNTRY PROJECT PERCENT
COST-SHARING
PROJECT ELEMENTS FX AID PART INST. ESF TOTAL TOTAL OF TOTAL
J. Training
A. Private Enterprise
1. U.S. Long Term - - - - -
2. U.S. Short Term 1,450.8 1,045.2 - 1,045.2 2,496.0
3. In-Country 248.0 2,712.0 512.0 3,224.0 3,472.0
TOTAL 1,698.8 3,757.2 512.0 4,269.2 5,968.0 (45)
B. Financial System
1. U.S. Long Term 408.0 187.0 - 187.0 595.0
2. U.S. Short Term 288.3 105.5 - 105.5 393.8
3. In-Country 210.0 506.3 168.8 675.1 835.1
TOTAL 906.3 798.8 168.8 967.6 1,373.9 (14)
C. University System
1. U.S. Long Term 938.4 363.4 - 363.4 1,301.8
2. U.S. Short Term 272.8 78.0 - 78.0 350.8
3. In-Country 349.3 780.0 174.6 954.6 1,303.9
TOTAL 1,560.5 1,221.4 174.6  1,396.0 2,956.5 (22)
TOTAL TRAINING 4,165.6 5,777.4 855.4 6,632.8 10,798.4 81
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TABLE A (Continued)

SUMMARY COST ESTIMATE

AND
FINANCIAL PLAN
(IN US$000)
LC HOST COUNTRY PROJECT PERCENT
QOST-SHARING
PROJECT ELEMENTS FX AID PART INST. ESF TOTAL TOTAL OF TOTAL
I11. Project Coordination and Management
A. Project Advisor 358.3 - 92.8 92.8 451.1
B. Implementation Unit - - 1,516.9 1,516.9 1,516.9
C. Evaluation 75.0 - _ - - 75.0
TOTAL PROJECT COORD. AND MGT. 433.3 - 1,609.7 1,609.7 2,043.0 15
Project Sub-Total 4,598.9 5,777.4 2,465.1 8,242.5 12,841.4
III. Contigency 401.1 - 128.3 128.3 529.4 4
Project Total 5,000.0 5,777.4 2,593.4 8,370.8 13,370.8 100
Percent of Total 37 (43) (20) 63 100
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I. Foreign Exchange

A. AID

1. Training
a. U.S. Long Term

b. U.S. Short Term
c. In-Country

TOTAL

2. Project Coord. and Mgt.

a. Project Advisor
b. Evaluation
TOTAL
SUB-TOTAL AID
3. Contingency
TOTAL FOREIGN EXCHANGE

IT. Local Currency

A. Cost Sharing Part. Inst.

1. Training

a. U.S. Long Term
b. U.S. Short Term
c. In-Country

TOTAI. QOST SHART!G PART. INST.

TABIE B

PROJECTION OF EXPENDITURES

BY
FISCAL YEAR
(IN US$000)
ALL
1984 1985 1986 1987 1988 1989 YFARS
- 142.8 428.4 408.0 285.6 81.6 1,346.4
- 325.5 403.0 489.8 452.6 341.0 2,011.9
186.2 227.2 200.3 99.6 94.0 807.3
- 654.5 1,058.6 1,098.1 837.8 516.6 4,165.6
- 120.4 117.1 120.8 - - 358.3
- - - 25.0 - 50.0 75.0
- 120.4 117.1 145.8 - 50.0 433.3
- 774.9 1,175.7 1,243.9 837.8 __ SE5.6 4,598.9
- 67.6 102.5 108.5 73.1 49.4 401.1
- 842.5 1,278.2 1,352.4 910.9 616.0 5,000.0
- 60.9 176.2 162.7 116.4 34.2 550.4
- 200.8 243.6 285.1 276.5 222.7 1,228.7
- 833.2 979.4 907.3 639.2 639.2 3,998.3
- 1,094.9 1,399.2 1,355.1 1,032.1 896.1 5,777.4
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B. ESF

1. Training
a. In-Country

2. Proj. Coord. ana Mgt.

a. Project Advisor
b. Implementation Unit

TOTAL

3. Contigencies

TOTAL ESF

TOTAL HOST COUNTRY LOCAL CURRENCY

TOTAL PROJECT

PROJECTION OF EXPENDITURES

TABIE B (Continued)

BY
FISCAL YEAR
(IN US$000)
ALL
1984 1985 1986 1987 1988 1989 YEARS
- 178.8 207.9 194.6 138.4 135.7 855.4
- 52.7 17.6 22.5 - - 92.8
25.5 319.2 266.0 283.7 299.2 323.3  _1,516.9
25.5 371.9 283.6 306.2 299.2 323.3  1,609.7
- 27.0 31.3 29.0 20.8 20.2 128.3
25.5 577.7 522.8 529.8 458.4 479.2  2,593.4
25.5 1,672.6 1,922.0 1,884.9 1,490.5 1,375.3 _8,370.8
25.5 _2,515.1 3,200.2 3,237.3 2,401.4 1,991.3  13,370.8
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TABLE D

METHODS OF IMPLEMENTATION

AND FINANCING

(IN US$ 000)

METHOD
INPUTS IMPLEMENTATION FINANCING AMOUNT
I. Forej;gn Exchange | |
A. AID
1. Training
a. U.S. Long Term AID/W Direct Cont. Direct Reimbursement or FRIC 1,346.4
b. U.S. Short Term AID/w Direct Cont. Direct Reimbursement or FRIC 2,011.9
c. In-Country Coop. Agr. Direct Reimbursement 807.3
TOTAL 4,165.6 -
2. Proj. Coord. and Mgt.
a. Project Advisor Direct Cont. Direct Reimbursement 358.3
b. Evaluation Direct Cont. Direct Reimbursement 75.0
TOTAL 433.3
3. Contingency N/A N/A 401.1
TOTAL Foreign Exchange 5,000.0
II. Host Country Local Currency
FA. Cost Sharing Part. Inst.
1. Training
a. U.S. Lony Term H.C. Inst. Direct Direct Reimb. to participant 550.4
b. U.S. Short Term H.C. Inst. Direct Direct Reimb. to participant 1,228.7
c. In-Country H.C. Inst. Direct Direct Reimb. to part or trg. Inst. 3,998.3
TOTAL Cos: Sharing Part. Inst. 5,777.4
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TABLE D (Continued)

METHODS OF IMPLEMENTATION
AND FINANCING

(IN US$ 000)
METHOD
INPUTS IMPLEMENTATION FINANCING AMOUNT
B. ESF
1. Training

a. In-Country MOU to Imp. Inst. Direct Reimb. to trg. Inst. 855.4

2. Proj. Coord. and Mgt.
a. Project Advisor AID Direct Obl Direct Pay 67.8
Purchase Order Direct Pay 25.0
b. Imp. Unit MOU to Imp. Inst. Direct Reimb., to Imp.Inst. 1,454.4
Purchase Order Direct Pay 62.5
TOTAL 1,609.7
3. Contingency N/A N/A 128.3
TOTAL ESF 2,593.4
TOTAL Local Currency 8,370.8
TOTAL Project 13,370.8
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TABLE G

DETAIL COSTING OF PROJECT ELEMENTS
UNIVERSITY SYSTEMS TRAINING
(In U.S. $000)

FISCAL YEARS

PROJECT ELEMENT 1985 - 1386 1987 1988 1985 PROJECT LIFE
U.S. TRAINING
U.S. Long Term
l. Gtarting Participants 5 11 3 1 0 20
2. Person Years 5 le 15 9 1 46
3. Dollar Cost 102.0 326.4 306.0 183.6 20.4 938.4
4. Cost Sharing Part. Inst. 41.5 129.1 116.3 69.3 7.2 363.4
TOTAL 1435 455.5 4223 . 27.6 .301.
U.S. Short Term Practical
1., Participants - S 1 3 1l 20
2. Person Months - 8 26 16 2 52
3. Dollar Cost - 24.8. 80.6 49.6 6.2 161.2
4. Cost Sharing Part. Inst. - 4.8 15.6 9.6 1.2 31.2
TOTAL = B.6 36.2 39.2 74 1534
Other Short Term U.S. Training
1. Participants 15 11 6 4 3s
2. Person Months 15 11 6 4 - 36
3. Dollar Cost 46.5 34.1 18.6 "12.4 - 111.6
4. Cost Sharing Part. Inst. 19.5 14.3 7.8 5.2 - 46.8
TOTAL - 8.3 26.4 17.6 il .
TOTAL U.S. TRAINING 20%.5 533.5 544.9 329.7 35.0 1.652.6
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TABLE H

DETATL COSTING OF PROJBECT ELEMENTS
PROJECT COORDINATION AND MANAGEMENT
(IMPLEMENTATION UNIT)

(In eguivalents of US $000)

FISCAL YEARS
PROJECT ELEMENT 1984 1985 1986 1987 1988 1989 PRQJECT TOTAL
I. RECURRING EXPENSES
Personnel
Project Manager 2.5 31.8 31.4 33.7 36.7 39.6 175.7
Assistant Manager 2.0 26.0 28.6 30.2 32.5 34.8 154.1
Accountant 0.9 11.6 12.5 13.2 14.5 15.6 68.3
Technical Specialist (U.S.) 3.1 39.0 42.1 45.3 48.2 52.7 230.4
Technical Specialist (Lccal) 0.7 8.7 9.4 10.0 10.9 11.7 51.4
Technical Specialist (Local) 0.7 8.7 9.4 10.0 10.9 11.7 51.4
Exec. Secretary 0.6 7.2 7.8 8.3 9.0 9.8 42.7
Secretary - 4.3 5.7 6.0 6.5 7.0 29.5
Driver - 4.3 5.7 6.0 6.5 7.0 29.5
10.5 141.6 152.6 62.7 175.7 189.9 833.0
Other:
Telephone - 6.7 7.2 7.7 §.4 9.0 39.0
Telex - 6.7 7.2 7.7 8.4 9.0 39.0
Legal Fees 1.0 8.0 8.6 9.3 10.0 10.8 47.7
Travel (International) - 8.4 4.6 4.8 - - 17.8
Vehicle Operations - 0.6 0.7 0.8 0.8 0.9 3.8
Misc. (Teach Aids, Suppl, etc.) 1.0 1.0 1.1 1.2 1.2 1.4 6.9
Acctg. System and Audits 5.7 10.0 7.6 8.0 8.7 9.4 49.4
7.7 41.4 37.0 39.5 37.5 40.5 203.6
SUB-TOTAL Recurring Expenses 18.2 183.0 189.6 202.2 213.2 230.4 1036.6
Contingencies (15%) 2.7 27.4 28.4 30.3 32.0 34.6 155.4
Overhead 4.6 46.3 48.0 51.2 54.0 58.3 262.4
TOT™", RECURRING EXPENSES 25.5 256.7 266.0 283.7 299,2 323.3 1.454.4

PT XINNY
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TABLE H (Continued)

DETAIL COSTING OF PROJECT ELEMENTS
PROJECT COORDINATION AND MANAGEMENT

(IMPLEMENTATION UNIT)
(In eqguivalents of US $000)

FISCAL YEARS

PROJECT ELEMENT 1984 1985 1986 1987 1988 1989 PRQJECT' TOTAL
I1. CAPITAL EXPENSES
Vehicle 12.5 - - - 12.5
Eguipment - 50.0 - - - 50.0
TOTAL CAPITAL EXPENSES - 62.5 - - - - 62.5
GRAND TOTAL 25.5 319.2 266.0 283.7 299.2 323.3 1.516.9
Exchange Rate for 1.00 US$ (44.0) (45.0) (50.0) (56.0) (62.0) (69.0)
o]
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ANNEX 14
Page 19 of 19
TABLE I
DETAIL COSTING OF PROJECT ELEMENTS
RDINAT \
(PROJECT ADVISOR)
(IN US$000)

A. DOLLAR QOSTS

; 1985 1986 1987 TOTAL
Salaries & Wages 66.0 66.0 66.0  198.0
Fringe Benefits 9.2 9.3 9.2 27.7
Travel & Transportation

International 4.0 8.4 4.5 16.9

HHE, POV & UAB 6.7 - 6.7 13.4

Storage 2.0 2.0 2.0 6.0

Local Travel & Per Diem

Other Direct Costs 1.0 .8 .8 2.6

Sub-Total 88.9 86.5 89.2 264.6
Overhead (22%) 19.6 19.0 19.6 58.2
Fixed Fee (11%) 11.9 11.6 12,0 35.5

TOTAL DOLLAR COST 120.4 117.1 120.8 358.3
B. LOCAL CURRENCY COS'T

Temporary Lodging 9.6 - 4.8 14.4

Housing 11.2 13.4 13.5 38.1

Education 6.2 4.20 4,20 14.6

Supplemental o7 - - .7

Household Furniture 12.5 - - 12.5

40.2 17.6 22.5 “80.3

Vehicle 12.5 - - 12.5

TOTAL COLON COST 52.7 17.6 22.5 92.8

‘I'OTAL PROJECT ADYISOR 173.1 134.7 143.3 451.1
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AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON.D C 20323

CAMITAL

i
SAIN:

- LAC/DR-IEE-84-18

ThRICA

ENVIRONMENTAL THRESHOLD DECISION

feo ) 127 Mang

Project Location

Project Title and Number

Funding

Life of Project

IEE Prepared by

Reconmended Threshold Decision

Bureau Threshold Decision

Copy to

Copy to

Copy to

Copy to

Costa Rica

Training and Private Sector
Development $515-0212

$5 million (G)

Five years (FY'84-'89)

Her iberto Rodriguez
General Engineer
USAID/San Jose

Categorical Exclusion

Concur with Recommendation

Daniel Chaij
Mission Director
USAID/San Jose

Lars Klassen, LAC/DR

Heriberto Rodriquez
General Engineer
USAID/Port-au-Prince

IEE File

=Tx pate 25 Jamuany a8y
[ AN

James S. Hester

Chief Environmental Officer
Bureau for Latin America
and the Caribbean
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ENVIRONMENTAL EXAMINATION
PROJECT LOCATICN: Costa Rica
PROJECT TITLE: Training for Private Sector Develcpment
FUNDING: ' FY 1984

$5, 000, CO0 Grant
LIFE QF PROJECT: Five years

PROJECT DESCRIPTION

This project will provide long armd -short term training in the
United States and (bsta Rica, a small amount of Third Country Training, and
technical assistance to upgrade the necessary human resources to contribute
to private sector develcpment.

The project implementation will follow AID guidelines.
ACTION

This project contemplates training and technical assistance ‘éhich,
in agreement with Envirommental Procedures, Regulation 16, Sections 216.2

(e) (2) (vIII), 216.2 (¢) (2), and 216.3 (a) does not require an Initial

Envircrmental Examination.

EE PREPARED BY:

{0

| \._‘ P
Penberto Redriguez
USAID/General Engineer

I - 5

Daniel A G Chaij o /
Mission Director /
USAI_D/@S‘I:& Rica /

[CATE: January 6, 1984
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