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I -  EXECUTIVE SUMMARY 

Pro jec t  Luan kgrerrrmt 

- Assess f a r  the Fr-ojec! has had the desired impact 

- E x h a t e  part icipating institutions' performance toward 

stated goals. 

achieving 

- Make suggestions for  possible improvements arid reconsmendatiorts 

for ongoing moni taring. 

We interviewed off icers of: AlDiOFS Costa Rica, Central Bank of 

C ~ x t a  Rim,  ten private particifmting banks, Pr ivate  ltivestment 

Corpcirations and 20 of the 3 1 final sub-bot-rowers repr-esentinq 82% of 

total ifisbursed. i used V B ~ O U S  ~uesticlnnait-es io:- raisinq the 

; - . f  -.t72r f - '.?* u - a  Ion. rut. reviewed the f i les st AID and at  the iiiditlidusi rjriaate 

banks. We became familiar wi th  the Project Pa[jer, Loar? Aqreertient, 

p~rtifrerit amendments snti &!rlit Repoff-. 

Int,:ariabiq, we received f u l l  cooueratisn iit'td met with reaoit-tess tc; 

,-.w-.s,. v.t;& US witti 811 the informaf.iriii reqi~ired f rom 511 [ s e ~ p l ~  ne 



contacted. This receptiveness great114 - fac i l i ta ted out- task 

C- BACKGROUND 

of  2% ?.a. was y'-anted by AID to  BCCR to set up a rediscourrt fscilitq to 

ailalified private Intetmediary Credit Inst i tut ions [ICis) of up to  seven 

years. 

The funds were t o  be used to  finance the expansion of non tradit ional 

exports from Casts Rica t o  countries outside the Central A m e r i m  

Common Market. 

This loan had, among other features, two  main provisions: 

funds from i t  would be relent t o  the lCls basically a t  market rates 

in US dollars but wi th a provision enabling a f inal  borrower, hence 

the lCls vis a vis the BCCR, to  repay his obligation i n  colones a t  the 

prevailing exchange rate of the day of repayment, arid; 

that the BCCR had t o  make these funds available to  qualified private 

lCls without analyzing the final borrower; trssicslly upon request. 

The main aims of the Project were: a) deuet-ding the Costa Ricrjn 

f firistici~1 market; b) provide scarce lcrrrg term resources t o  the Costa Ricsn 
i 
t 

p r iw ts  bsnks thereby strerigthening their cot-ftpeti ti ve posture, arid c) 
r ;  , . .-..- -. .-. i 
t., 

;ti,,, etr.,~ ~inpf~yrnent arid f crreigri excfmnge ea rn in~s  by providirtg fuiids 



31;~: t o  t : l aT io~~~  r e ~ t r i c t i o n f  i n  the in i t i a l  desiqn of the Project and, 

d i  ecjuiil importatice, t o  a greater avsi labi l i  t y  o f  iong term funds i n  colones 

a t  the  i n i t ia l  stsps of  the project, which ttorrwim-s and lenders then 

preferred, the project got off  a t  a verg slow pzce. So much so that  try 

: 939 $12 MM were deutrlinated fo r  lack of demand. I r on i ca l i~ ,  - isieotsliga?ir~n 

sm~r-idmerits were made relaxiriq the restri rstioris at-id, as imrsortant, o t t ~ e r  

sources of  term ccalorres fundinq were drl~irrq - .- up 

D- FINDINGS 

a) Qveraf 1 evaluation 

This pro ject  represented the f i r s t  t ime that iong temr USAID 

funds were made available solely to  the C.R. private financial sector as s 

whole and on competit ive basis w i t h  the onus on it t o  ensure borrower's 

credit worthiness; that is, the pr ivate banks should compete among them, 

at  commercial rates and in  " f i r s t  i n - f i r s t  Q U ~ (  basis w i t h  no BCCR 

Via amendwients and changing attitudes, th is  project has matured 

atzd come tu adequately fulf i l l  i t s  aims, i. e.: 

- Deeperririg o f  C. R. firiancial markets. Tha t  ten. of fifteen, act ive 

pri5;ate banks ut i l ized AIR iut-tding i n  the f i r s t  four at  i t s  twentc! ., 

f i ve  gears i i f  project's l i f e  at tests tu the matutinq o f  the C. F?. 

p r iuat .~ ICls. Private iCls i n  C. R. are a phenor-iiet-mot emerqing i n  t t i ~  

past decade arid tlecornii-~q a nimninqful  f a c t w  ist*iiq in  the secotslj r i a f i  



3: the eighties. Unt i l  the beginning o f  the eighties, private, 

almost insi ynificant, lCls survived on providing banking services 

arid, occasionally, by giving short term credit.  This must be viewed 

irt the context of the small size of the Costs Rican pr ivate banking 

sector-; the lsr~,lest private bank has a net wortti of less tt-tan $6 

r;;jlljon anG total assets of rrt-ib~i- $50 HE. 
.-a - Pr iva te  ]Cis aIreadq had some term lending capabilit ies ha!;inq had 

access to the Develuprnent Funds Depnrttrrent of  the BCCR f o r  ovet- 

two years whet-! the AIR project was introduced i 1986). However-, 

for three ICls, AIR filndirig represented over 10% of the i r  total 

pwt fo l io  and over 30% of the i r  te rm lending. Several banks have 

introduced the account o f f i cer  system, cash f l ow  projections and 

even sensit ivity analysis. AIR funding has already lelf% one 

syndication and seen increased competition. 

3- While most subloans were new projects, not yet producing, AIR 

funding was instrument81 i n  creating about 2,500 jobs and i n  

generating over $20 m i l l i on  in  foreign exchange earnings fo r  1990 

wi th  close t o  $30 mi l l ion  projected f o r  1991. 

bl lrnplirct 

There was a prepcrnder~itice of  project lending wi th AIR 

funding. Of the total 31 borrowers SO fer, 22 represent new vetitures. Cif 

2 u,, %-&a total $7.6 million, 33% was t o  sgricrll ture/agri business, 43.:~~ - .- tri 

indiistry, and 22% to  touristniservices. 



From the f inanc~a ls  stipplied bq the borrowers, the great rna jo r i tq  o f  

sublcrm are def ini te ly not cumtnercial banking propositions. 

However, rnsn4 borrowers, have acceptable support i n  the way of 

quarantors and/or col lateral. 

Tfie niaiori ty of the 31 borrower-s w e  smal l  and rniddle size 

cornparties due rnainlq t o  lat-qe companies' reluctance t c ~  incur i n  foreiotr .-# 

tong term funding arid the  i n i t i a l  lack of aggressiveness bu the ICls i n  

set linq this project. 

c) T~iangulation 

It was introduced in  1989 as a temporaiy measure t o  l i m i t  the 

irnpact of the provision of A r t i c l e  63 of the BCCR regulrrtion that l i m i t s  

iCls access to  BCCR's funds (of which AIR is part) to  50% of the ICl's 

portfolio funded f rom sources outside the BCCR. Most lCts were already a t  

their l im i t s  and when there was availability, mast lCls arid borrowers 

preferred indebtedness i n  colones rather than in dollars, that AIR funding 

represented. AIR funds were triangulated via the BCCR lending t o  Banco 

trftemacional de Costa Rica which, in  turrr, lent  t o  the Private Investment 

Corjmration which, then, l e n t  the funds to  the lCls f o r  lending them to the 
<-, .- , ?,-id1 borrower. 

Yt-ie scheme looked., stid t o  some extent still is, cumbersome. In 

placinq all thes~t ii-iterrnediar-ies between the BCCE and the fC i :  i t  added t o  

k I j t ~  LT ?. ii.j=%:lf - F '-. til/ the ECCR (3.5% p.a.) and madz the pt-crcess somewhat ijnwj&]dij. 

Ifi i t s  defense, however, we can slate that: 



i t  did eriable l i m i t i n g  thc negative impact caused by A r t i c l e  63; 

i t  provided the ICls addi t ional  borrowing power w i t h  BCCR (equal to  

I= J O ~  a7 uf.loans triangulated); 

i t br-ouqht about more cooperation arrtcrriq the barks, and 

a f te r  the in i t ia l  prcttrlerns were i roned c~u!, i t  has crirm t o  wnt-k 

x i o u t l - ~ l y .  See recomtnet-tdatioti *3 for possi bie  wags t o  stream1 ine 

: t f urttier. 

b) Reduction of AH? funds from 4iW.65 to $7&5 HM 

$19.65 m i l l i o n  were  or ig inal ly  al located to  the AIR pro ject  i n  

August 1986 fo l lowing the f indings o f  an extensive Pro jec t  Paper that  

arrtong other things, evidenced the demand on the par t  of the C.R. pr ivate  

nori traditional exporters o f  long t e r r n 4 o l l a r  funds. A t  the t ime  the 

project was started, however, substantial te rm colones funds a t  the BCCR 

also became avai'fable. Addit ional ly, the 'mini devaluations' kept i is 

steady pace (17.5% p.8. in  1987). lCls also preferred t o  push colones as 

opposed t o  dollar lending. Through 1988 only f i v e  subloans had been made. 

The project terminat ion date was extended f r om or ig inal  Auqust 29, 

"1483 to Se~terriber 30, 1990, yet  demand fa i led t o  pick up. Following a 

d~r-mnd study (September 1988) several amendments were inti-oduced: 

trisi-ipiatian, reducticiri i n  the maximum interest from 3% t o  2% p a .  over 

ifm-, allowing working capital financing, tourism and services projects 

coiild ouafify and irrcreasitsg the rrraximurrs per loan f rani $350.000 t o  

$Sr;Q-QOQ. 

The trisngulation mechanism was orfa of the rnairi features. 



Nevertheless, dm t u  some i n i t i a l  implementat ion delays_ll and i t s  e f fec ts  

retarding loans that  could have been booked, by Septernber 198Y, $12 

rrri l l ion were deobligated. It i s  in te res t ing  t o  note  that  bq the t ime of the 

project  f ins1 compteticrri date (Septernber 1990) the pace o i  u t i l i za t ion  

was acce l lera t i r t~ .  The present p ipel ine f o r  A ID fund inq  i s  around $15 

i-fill1io1-t t o  45 p i ~ ~ t ~ n t i a l  t~rrrrowers. Ac tua l i i j  mor-e than the lrrrrount 

deobligated. 

We bel ieve ihst, as important as outside conditftlrnf w e ,  ( aw i l a t i i l i t g  

ui- r m  avsilabilitq of colones, ra tes o f  i n te res t  and of  exchange], i t  7s the 

slow but def in i te change in  a t t i t ude  fin the pa r t  o f  the tCls as weil as o f  

t t i ~  potential  borrowers that  contr ibuted t o  the poster ior  greater demand 

for AID funds. 

So, i n  retrospect it can safe ly  be said that  despite the 

postponement, the deobligation of the m a j o r i t y  of  the AIR funds was 

premature. 

e) Evaluation of isndi~idual participating lCls 

That 10, of 15 act ive lCls part ic ipated,  though belatedly, i n  

the reduced AIR funding, demonstrates i t s  acceptabil i ty and viabi l i ty .  We 

visited and reviewed all ten ICls. 

1 f' in F~tr-uarg 28, 1989 the trisr~guiatiorr was eppt-wed; i n  June 14, 1989 Biwr srd Pi;. 

%i:igmd the agreemat among them and, f ina l ly  i n  July 21, 1989, the first 1l:m was 

disbursed tinder- this rilechanisrrr. 50, the triartgulation tctcik 5 months to stat-?. 



W t i i l e  part icipation varied f rom $1.9 mil l ion fo r  the largest to less 

than $90.000 for  the smallest w i t h  AIR funding making up 28% of the to ta l  

pcirtfoiio for  one t o  iess t h a n  1 %  f o r  t h e  smallest, all ICls c s n c u r r e d  i n  

that AIR rept-esented a good source of funds and a l l  stated they had 

additional pcitential borrowers f o r  these funds. 

Baskally, a l l  lCIs had alreadq acouired expertise, a t  ~ ~ ~ i i j i t s  levels, 

iri p u t t i r r ~  tcrgether term 1 oans; expetti se theu had gained i n  f undi tsq 

boi-rower-s with "development" funds from the ECCE. We found the qreat 

ma jor i tg  of banks have further learned from the application of these funds 

and df d their conscientious analysis, cash flaw projections, sensi t iv i ty 

analysis, periodic v is i ts  and made reports t o  the f i les.  It i s  doubtless that 

the existence of AIR funding strengthened the banks that already engaged 

in these practices. In some isolated instances, however, where these 

practices were not used, AIR funded apparently d id  not contribute t o  the i r  

adoption especial1 y considering that  there was no BCCR forcing them t o  do 

it. 

Project training component was deobligated (see point 14 of 

Conclusions and 9 of Recommendations). 

$1 Selected sub-borrowers 

We reviewed the f i l es  on all sub-botrowers and v is i ted 20 of 

them. The niaj~rity of the  borrowers an3 relat ively m a l l  o r  middle size 

zsrnfiani~s: among the 31 ul t imate b~rt-owers, 22 represent s ta r t  ups w i t h  
ST -4; 1 .-& e. I.-..-..-. 
1 2  srrlt upcruuliy a[ o ~ u s s .  

The ICls' sub-borrowers por t fo l io  i s  def ini t e l  t~ pro ject/developrnent 



crrierrted. i r ~  tt-ic great, ma jor i  tq of the visited comparries, AIR iutiding was 

a stiktaatial  part of  the total project cost (Annex I-3). 

CONCLUSIONS 

T h r ~ u q h  t h ~  OW-all i t - i~pact  was not o f  the same ritalnitrlde as had 

been anticipated irt the project paper or annex t o  the Loan Agreement 

due to unexpected events !'init-id oreater  w avai labi l i ty of long term 

mlones) st-id the deobfigatiori of the major1 t y  of the AIR funds, the  

project has had a ~ o s i  t ive impact on the local ecortorny. Close t o  

2,500 jobs created can be attr ibuted t o  the contribution brought by 

the project funds; over $20 million in foreign exchange earnings can 

also be ascribed kt a signi f icant part  t o  this project. 

While the project started at a slow pace, a f te r  the tr iangulation i t  

showed a considerable dynamism i n  u t i l i z ing  the AIR funds. 

Very important, the pro ject  has brought about a change in att i tude 

related t o  incur r ing  obligations i n  foreign cu r r ency  on the part of 

exporters. 

Future resul ts should be considersbly greater than ttsvse achieved so 

far. 

BCCR has riot corrrplied wi th  the  reporting requlrernent-s nor with 

relendi ng the r e f  1 ows as requi r ~ d  i n  the Loari Ai~reerrient. 



F- MAIN RECOMMENDAT113N 

a) ECCR should rnske reflows a v a i l a b l e  by June 30, 1 g9 1. 

5 )  BCCA should start sending quarterly reports to AID immediately. 

c )  If triangulation remains necessary, elirninijte nr-re of t h e  

triangulating parties, by September 30, 1991. 

I j )  That AfD/OPS Costa Wica, update ttic table "Gerteral S t a t i s t i c a l  

Ini'omat'ion of the AIR Project" a t  least once et'erq six months 

(ongoingl. 

e )  hi future programs, before including funds for grants, the legal 

opiniori af the Central  Bank should be asked, in  order to make clear 

whether there are impediments or not. 





&loans at-id the suti-but- rower^ w o ~ l  d oaq e i  ttiet- i n  do1 l at-s or- colones s t  

+ .- .- d i e  prevailing exchan e rate on the dag o f  repa~ment .  In addition, soroe 

- TG deepen the Custa Ricari financial market tq increasing the 

t-ion-tradi tionhl exports; 

- To assist the Costa Ricari private banks i r~  improving their 

development lending capsbi'li ties; 

- To strengthen the Costs Rican pr ivate banks by chsnneling project 

resources through them and creating competition among the banks try 

making the resources available on a first-come-first-served basis; 

- To increase employment opportunities through i n c r e a s d  export 

production. 

This project therefore not on1 y seeks increasing export production 

ant employment opportunities, but also impr-ov~rnent of the p r i va te  banks 

:endii-gj operatims. 



T , C. ; ,-. ~ t i j r j g  ijerf~rme~j a t  r-eiji~est. of I lcista Rjca AID/BPS bq a 

qi-gup - of i i x kpe i~de f i t  co r~su l  t a n k  F ie jd  i t ~ v e s t i ~ a t i o n  =as condiicted 

during the las t  half of Decerntrer, 1950 and January, 199 1. 

The object ive o f  t h e  study, ss s ta ted  i n  the  scope o i  wctrk and term:? 

itf t-eferet-icst i s  t o  rr~easur-e t-he in ipact  af the AIR P r o j e c t  it-I compliai'lce 

w i th  ti-IE Loan kqr-eet-r-~etit rib j ect ives ,  stated &or.;e. 

Ti;? stud4 cc~rnprises an overt i1 1 waIuatio[-r of the Ci iR f un~js' ~ 1 s ~ .  

~ncludinq "tnansjulation" and deott i igat ion 01; r emurxes ;  arsd i-;rt i n d i  !:lldu,jl 

3:;s P -  ass.--.-F r ~ z l i i  + i lf p a r t i c j p a i j t i ~  batiks. It iticludes atso art analus is  o f  i h 5  

acinotntc arid social impact of the  fecili ty 0t-1 the rrtttiotial eccflsomy a s  well 

as i n d i ~ i d u a l  assessment of a r e p r ~ s m t a t i v e  percentage of sub-tiori-crwers. 

Conctusiclns and reconsmendations are p r e s e n t e d  and an A c t i o n  Plan i s  

proposed. Financial and economic inf ormati or-i i s  p r e f  e n t e d  as en 

Statistics1 Annex. 



- 

t 1 1 .  A I R  FUNDS UTlLlZATlOM 

A- OVERALL EVALUATION OF THE AIR PROJECT 

Aqr-~errient cri Auqust  1SrM betweet i  the Certtrsl Hark of Costa Rica 
- . - A  f2fr., - - +  - 4 -  - .  
Q i i r _ t  H,L>. ~ f t _ i <  u t i  a t  a verq - sioy: :starL. No tjistturset-cientc; were l-rjijije 1t.1 the  

< , . - - A  , t ,  .>r tyi2fity mot-iths unti l Hay 1988. The p,il:e o f  ut j l i za t ig i i  was f ! ~ : " ' .  " I 

thniuqh 1983 on114 one bank, Bancc; de LiSFISk, wi th  a f a ~ r l g  l o r q  t-mi.;-. 

rzorj in priliie~t lerrdinq had used these funds. W h i l e  ~ r o j e c t  fund; werE 

not necessarily for developrrlent lendirtq, all sub-loatis made irr i9Erti (5) 

were to new projects. Indeed, of the 3 i  sub-borruwers that ut i l ized the 

f i rs t  ram; of the reduced funding (from $20 t o  $7.65 MM) on1 y 9 can be 

deemed to  have been s t r i c t l y  non project ventures; that is, well 

established borrowers w i t h  a sol id profi table track recordt, that probably 

may have obtained funding from other sources. 

After mid 1989, when the 'triangulation" wi th Banco fnternacional 

de Costa Rics (BICSA) and the Private Investment Corporation (PIC) had 

tj~ren put in to place, the pace of u t i l izat ion quickened considerably; so 

much so that bq the termination of tfie project funding, September 1990, 

there was a backloq of sublorjlns that could not be funded. 

The siirw start and the la ter  fast u t i l i za t ion  were due tr~i E, 

corxbinstjcrn of f actc~t-s: 

1 )  The i t ~ i t i a i .  greater  avai labi l i tu  of 1c;nq term frrndifiq i n  ~r:olcrnes via 
+ rite -.- Central r ~ s u i t e d  iii borri3wer~ pt-efere~ce borroa+i i f i  

colones, evefi i j i  cotssidef-ablq - tiipt-ker - rates of interest. 



"1 L. Most banks had reached their limit.; i n  the arnuurit they could bar-rol+! 

from the Central Bank, t h e  only channel through which these furids 

were oriqinallg . .- smilable. When funds became available i t i  mid '89, 

without impinqinq - - on the banks' av i l i l ab i l i  t y  a t  the Centra l  Batk (see 

section E or, t r i ss~qu ia t ion)~  ut i l izat ion rose dt-a;-r~aticallt~, f-l:i the 

fii~iint. tl-iijt leads ijs t a  ecl~clucie ihbt if the prolei.i hsd heer-z jn ef jet! 

- .-. f o r  an iiciditicitttal s i ; ;  months bequtid the  September ~ I J ,  lgi3Ci 

deadline. f i l l  o i  t i le $20 mill ion originaliq allocated t o  i t  would t-lave 

bepn used 

The i ni t ia f  failure of prospective burrowers t o  undel-stand, and to  a Y .I 

good extent, of the X I S  t o  explain t o  the borrowers the advantage o f  

funding i n  dollars, a t  a much lower  rate o f  interest, but w i t h  a 

clause that enabled them t o  repay i n  colones, a t  the o f f i c ia l  

exchange rate of the day of repai#nent. The memories of the major  

devaluations a t  the beginning o f  the 80's were, and s t i l l  are, quite 

vivid in  the minds of many prospective borrowers. Even in  

retrospect, we believe that despite the steeper mini devaluations o f  

the las t  six months, and the higher rate of interest when funding i s  

available, that borrowing in  dollars would have been an at t ract ive 

al tzmst ive t o  s ~irodi lcer of  foreign exctsange. 

This i s  trorrle out by the present backlog of probable AIR fund 

trci,~owet-s ($1 4.9 MH t o  43 borrowers). 
' 5  ThE .*.. - 
--ti aii.,s of bort-oi:u'ers t o  incui- a id  uf the lC l s  push 1oat- i~ i n  

,+ F.' 1 - t3r-, as c q x s e b  t o  colones, was also rj fui-iciicit-I of itie 

pregonderance c ~ f  start ups and r e l a t i v e l y  sntall cut-rlpaliies among 



the 37 loans rnade with  the AIR fundinq so far. Without a we l l  

established track record producing dollars, borrowers and lenders 

were afraid t o  incur f ot-eign exchange obligations. 

$3- PROJECT CONTRfBtliTf ON TO ITS STATED OBJECTIVES 

Apart from sorrr~ past instances sf AID fundlr~t? timinq been made 

available directly to the Costa Rica Prwate Flndjncial Sec tc r  h c l i  as 

COFISA, BANEX and PIC and s t r i c t l y  f o r  development lending) the klP 

fund~ng represented the f i r s t  t ime that U. 5. dollar funds had been made 

available solely to the Costa Rica private financial sector, on a 

competitive basis, w i th  the onus on i t  b e .  without the direct supervision 

of the Central Bank as to  the quality of the sub-borrowers) t o  ensure 

credit worthiness and compliance w i t h  given parameters and sound loan 

practices. 

Problems and constraints were expected to  appear and have appeared 

in  the f i r s t  round of uti l ization. However, the project s t i l l  has 21 of the 

25 years of i t s  l i f e  t s  run. Over i t s  i n i t i a l  four uears, manu constraints 

and prabfems have been solved and the project has gained considerably 

Setter acceptme; even though i t  has been reduced i n  size, we believe i t  

has made 4 definitely positive economic contribution and fu l f i l led  i t s  

stated objectives. 

11 Deepening of  the Costa Rican Financial Market 

While alternative sources of long term funding in  colones haw b w i  



; t - i e ~ i j ~ ~ i - ~ ~  ar;ail&le thrisugh the Development Furids Departmefit of the 

Central Bank, th is  inst- i tut ion as a matter- of  principle, reviews 

sxtensivelq every application fo r  funds by the ]Cis and slrnost alwaqs 

there i s  a considerable going back and fo r th  betweeti the Central Bark arid 

the ICI before furtds are disbursed. A t  t'rrnes, it i s  a process that takes 

7 - 4 , -  - -  
s e s g j  i2l weeks and on c!ccasiot-I weri months. The loan ayeernen? between 

Central Bank arid AID s ~ e c i i i c a l l g  stated that the Central Batik. ~ r ~ u i d  not 

review the ult imate borrawer in  depth. 

That ten, out of 15 Casta R imn  active private banks u t i l i zed  AIR 

f ~ n d i n g  in  the f i r s t  round of  ut i l izat icmf in  the f i r s t  four of the 

twenty-five years of th is  project l i fe ,  a t tests  that the private banks are 

slowly but steadily maturing. The pro ject  must be seen i n  the light of the 

Costa Rican private banking context where private banks are e relative 

recent pherromenon. I n  the past ten years these banks have emerged 

f i r~c t ica t ty  from nothing and now account f o r  about 25% of the colones 

banking deposits, versus 75% of the b ig  four state banks. Only until 1984 

these banks subsisted solely on very short term lending and banking 

services. Their funding i s  very rest r ic ted w i t h  no hard core of demand 

deps i t s  (which i s  rest r ic ted to the s t a t e  banks) and hardly any deposits 

aver one year. 

li i 
L3 Assfsting C- R- Private Eanks imprave their term lending 

cspabili t i e s  

White the deoree L~ o f  prcrf essionalisrx i n  evaluating, pazl::sgitig and 

menittiring lem loans they put on the bool:;s, 5m-ies consider-ablq from 







C- IWACT, PROBLEMS AND POTENT lAL  

The rrlost strikir~q aspect of the impleriietitation of the AIR pt-oject 

:xi fat-, i s  the preponderance of new projects. Mineteeit represent t i  titincing 

4 -  il-! i i c u s  .-..-.... ,,-... t . t : i l t ~ r ~ s ,  as ijppii2ed ~ C I  firiancing exparisions rif existin!; 

e ~ t a r p s j s e s  [ f jye jve) .  

-I- - 
I ~ e c ~ r r d  implirtarit aspect i s  the sec to r ia l  d i s t r i t~u t i  or-I o f  t h e  5 I 

borrowers corresponding 9 t o  agriculture, 3 t o  aqroindustru- 13 to 

ir-i Ilriiustry and i? t o  services. 

Thirdly, taking the f igures provided bg the sut-tiorrowers, 13 of the 

total 31 show a loss o r  are s t i l l  i n  the preoperative phase. 

Overall, we do not assess that the credi t  risk, while being 

perceptibly higher than a s t r i ck ly  commercial por t fo l io  should be,  i s  as 

severe as may appear f rom these figures. Several borrowers have strong 

guarantors and/or have strong tangible support. 

Most borrowers are smal l  t o  medium size companies. We believe 

this i s  due to: 

the  avaitabil i  t y  of  a1 ternst ive kalones) long term funds unt i l  1989; 

9'; A ) large local companies' reluctance t o  incur the devaluatiori risk; arid 
7%. 
.> 3 f h ~ !  lack of  agqressiveness on the part of the banks i n  selling these 

funds. 

With foreiat~ %. excharige additional earnings of $30 mil l ion esti rnated 

from t h i s  furrditig and af-out-II~ 2.800 jobs projected f o r  1991, we csti safely 

conclude that the project has been overall successful. 

pz1 ~ i v ~ i i  !.- the r isk  ut i l izat io t i  of frrtsds in the f ina l  trionths prior  t o  the 



prolec: t-errnination d a t e  ('3-3-903 and the backlog of p a t ~ r i t i a l  bnrrowers  

that could no? be accommodated (see Table I -  1) p lus  the banks beccrrrrinq 

alji:e t o  the possitrititq of  usinq these funds, we believe the ur i~ ina l  

5- KEY ISSUES 



'dhile inf lat ion has accelerated considerably over the past s ix  

months, f rom 15 t o  quite possibly 35% pea. a t  present, causing the Central 

Bank t o  clamp down hard on credit in  i t s  e f f o r t s  to reduce it, we believe 

AtE ref lows should be released as soon as possible. Reasons: 

i) funds are specificallu t o  be lent  t o  producers of  foreign exchanqe 

the  countru izadlq needs; 

ii) the irt i iat iortarl~ impact .  e w n  tiefore the foreiqri exchange i s  

produc~d, i s  negligible, especially when funds are required t o  

finance the acquls-i t ion of rrtachinerlf overseas. The foreign exchange 

payoff i n  tourism i s  very fast. 

iii) these funds have a mul t ip l ie r  e f fec t  on the economy since they 

generate new investments from overseas. We believe that, while the 

overall magnitudes wisutd be hard t o  quaintify, a significant portion 

of these new investments f rom overseas would possibly not have 

come i n  i f  i t  had not been f o r  complementary local financing (See 

Cariari Magneticos and Coskos, whose promoters had considered 

other countries before deciding on Costa Rica). 

iv)  the most tel l ing argument of  all, these funds direct ly increase the 

productivity of the country; i t  i s  by producing more that wealth i s  

created. 

We found that only one month carnmitment by the Central Bank, in  A 1 

rzsemitig the AIR ftinds t o  the some pr'lvate banks, may be st-iort, 

zspezisllg when the f inaxing i s  fo r  long term projects. We, therefore, 

Selfeve that w3ile f a r  workiiig cspi tal  loans i t  can Se )ef t  a t  ane month, 

irjt- prciject regrllririg s lungst- term the coritrid tmetit could be extended to 



3 i x  rricrntt-is. 

Ttie practice of cornmi t t i n g  f utids f a r  extended periods i s  prevalent 

in  the USA and in  Eurupe. I t  gives a borrower assurance of funding to  carry 

cirl his investment plans i n  an orderly fashion without forcing upon him 

furids he does not need riqht rwaq; besides, i t  i s  seldom a q m d  credit 

prar-.tice t o  q i i t ~  a borrctwet-, 0;- leave wi th  him, futsds ijt a time t-te does not- 

need then. 

The parsmeters for  cctrrsmitting funds for t  sag up t o  six months, 

-.-,:I.+ ; . 
L ~ t i ~ r t ;  r f i ~ f  iJSje: 

i) thst i t ie ICIhsscommit tedthefundstoaspeci f ic t rorrower;  

ii) t h ~  ticr~rovsrer pays the 1Ci a csmtnitment fee on the unuti\ized 

prir-tion of the cornmi tted funds of, say 1.5% p-a., which the 1CI w i l l  

split 50J50 w i t h  the Central Bank. 

iii) i f  at the end of the six months period the funds, o r  part of the funds, 

have not been taken dawn, the borrower must pay the ICI an 

additional flat 2%. 

Of course, broad conditions must be specified, to which a 

prcispective borrower must adhere, i f  he i s  to keep s riqht to  access these 

furtbs. 
-rP.-. d 3  should obviate the practice of some banks in disbursirq funds, 

t h ~ n  t-iaving a borrower buy short tet-t-rr investment i n  ccrlot-ies qielding 

.-. .-. *-, ,r. , I-.va3a;deratily less i w h m  takirig devaiuatioti into account) thsn he has t o  

2s3 on hi2 35% ~ b ] i g ~ t i o n .  



E- TRtANGULATiON 

We:it t o  the prospective borrower's in i t ia l  aversion to taking on the 

fore ion .-' exchange risk, as H factor i n  the slow in i t i a l  utilizatiorr o f  t he  AIR 

proiec! fundirtq, a major obstacle was the provision of  A r t i c l e  63 of tt-te 

Sariklng Regulation. This provisiclr-i. essentialli~, Iimi t s  ark ICl's siccess t o  

Central Bank funding ( t o  which AIR funding be'lotiqs) t o  50% of an ICI 

portf iiljo f und~ld from sources o t h e r  t han  t h e  Central Bank. 

In Costs Rica, and specially f o r  priucts! 1Cf's that are precluded from 

%al=ing irt demand deposits, which give a hard core o f  permanent funds, iong 

term funds (beyond one year) are dif f icult  to  obtain. So, funding from the 

Central Bank, that provides both iong term and a secure source of funds, i s  

util ized to the utmost by private lCis with access to  it. 

An innovative, though apparently cumbersome at  f i rs t ,  scheme that 

would bypass this l imitation was introduced i n  mid '88, two years after 

the approval of the AIR project. 

in practice the 'triangulation" turned out t o  be 4 Yquadrangulation" 

between the Central Bank and the lCls since it brought in two more 

institution between them; that i s  BANCO INTERlJACIONAL DE COSTA RlCA 

f G t CSA) arid the PRIVATE I NCtESTFtE14T CORPDRAT IDPI (PIC). 

BtCSA functions arid is, legally, a pr ivate bank e i w i  though i s  ri 

st iF. - .4~pv.  , m ~ a :  of the  tout- state batiks. An atten-tpt was made t o  have the funds 

ir.t-ta~-in~:~d ft-am the C.B. to the lCls through ElCSA alone. Ttie latter, 

ho:;i.evzr was ~inwil l i t ig t o  take on the private banking sectcri- as a credit 

risk stid to  ailminister a11 the sublorir~s that i t  expected v ~ ~ u t c i  be made. 



SlCSA was, tiowever, w i l l i n g  to  take PIC as a credi t  r isk and channelling 

all subloans through it. PIC i s  a del~eloprnerit/merchant tislrik set up under 

the aegis of AID and i s  owrred bq some of  the country's most prestiqious 

companies, private banks and t + ~ o  internaticrrial development banks (U.D.C., 

5.E.G.). kt $ 1  1.35 t-tt-t, PIC3  t iet  worth i s  ow- twice that o f  the largest 
. . p- iyate :;gsts #jcan ban;:.:. 

The tr ianqul~t icrn scheme had tinother ailvsntaqe. It riot o r - i i ~  allowed 
4 $-. iLls access t u  secure lonq term i u n d m g  without irnpingirrq on the {Cis 

l im i t  tij the furiding a t  the Central Bank; such triartgmlated funding 

regresented an increase in  the lCls own funding and, consequent1 y, 

increased the stnount the ICts had available a t  the Central Bark bq 50% of 

the amount so triangulated. 

The scheme received a good reception and marked a substantisf 

increase i n  the ut i l i za t ion  of AIR funding. 

Simply put, an ICI that desired t o  triangulate would apply t o  PIC t o  

fund a particutat- loan. On the basis of PIC'S assessment of the 

creditworthiness of the Kt, PIC would fund i t  from funds i t  obtained f rom 

EECSA, which funds EICSA obtained f rom the Central Bank. 

For acting as i r~ temed is r i es ,  EiICSA and PIC earn a 

comrcdssion/spread of 1.5 and 2% pa., respectively. 

Azcsrding t o  senior of f i rers  of both BICSA and PIC the triangulatioa 
- -.. .pa -. . i~:c,rtirfrlSM ~ E S .  a f t e r  considerable prcbiems, functioned aiii t e  smoothly; 

t.ic:t-; stated their ~ $ : i : i  1 l i t-igt-ress t.0 resume that procediire whene:;er a 

~;?rs!ifyfng ICt requested it. it must be recalled that from the mrjment the 

:r;ijqjlaticrrr was approided ijt-~cl the i i i-st lctati was disbijrsed u:-~der t h i s  



mechanism, i t  took almos t 

In i t ia l  problems and 

f i v e  months. 

s t i l l  la tent  d i f f icu l t ies i n  the mechanism re fe r  

rnostlq t o  what may be cal led "force o f  habit' by both BICSA and PIC. Both 

reviewed the u l t imate borrower, sometimes in  detail, when e i ther  5lCSA 

ar PIC, did not feel comf m-table w i t h  a part icular ICI .  

This "force of hijtrit" has, il-I one instance, gone as fa r  as EilCSA 

demanding that the tar-iaible -. support takeri tru an IG I  be endorsed t o  PIC arid 

bq PIC t o  GICSA, after- considerable going back and f ortti. 

We be1 ieve that taking col lateral  by a triangulation intermediarq 

qoes aqainst the philosophy o f  the AIR project; that is, providing funds 

speedily and at  the c r i te r ion  of the ICI. I f  e i ther BlCSA o r  PIC does not 

feel comfortable w i t h  a given Kf, then i t  i s  up t o  them not t o  intermediate 

with it. 

The temptation, o r  "force o f  habit', by both BlCSA and PIC t o  a t  ieast 

take one hard look at  the f i na l  borruwer, remain, we sense, strong. We 

think that i f  i t  i s  necessary t o  use the triangulation again, th is  temptation 

should tie overcome just  as i t  has by the Central Bank f o r  direct funding o f  

the JCIs iinder th is  program. 

While manifest1 y cumbersome ( to get the funds from AID to the f inal 

borrower we have s ix  t iers:  AID, CB, BICSA, PIC, ICI and f inal ly the credit 

taker] the scheme must be viewed in the Costa Rican cmtext .  The Central 

fat-rk has established a funding l i m i t  t o  the resources the lCls obtain from 

it. Considering the great scarc i ty  o f  funds of all tenors and the 

uncertainty, the 50% l im i ts  per- qualifuing IClss seems def er-tsible. In the 

atrserrce of such a l im i t ,  we can envision the great m ~ j ~ t - i t y  of lCls funding 



themselves solely o r  mostly a t  the Cerltral Bank. 

krr obvious way t o  streaml ine the mechanisrri might be that of 

eliminating e i ther  PIC or fifCSA f r o m  the mechanism. 

While t r iangulat inq v ia  BICSA alone would seem the most 

e:::pedi tiot;s wag, we doubt tha t  i n  pract ice  t h a t  could be achieved. A f t e r  

" j-'" ' , L~l.-..2+, I S  the chi ld uf the State E;anks! and WE doubt i t  wor;il! be willitil; .-, 

t o  fake the credit r i sk  vis a !:is the private bark, esgecisl ly h i -  the longer 

:erm. PIC, we bel ieve, 1s the uibsious alter-natiae. To do so, t~owever,  i t  

would tiwe to be e l ig ib le  t o  access the Central Bartk directlu. Giveti its 

s ta ture  sr;d importarice i n  development f inancirig, a way could be found. 

F- REDlZCTlON OF AIR FACILITY'S AMOUNT FROM $19.65 MILLION 

TO $7-65 RILL ION 

1, Backgraund 

A Pro ject  agreement between the Central Bank o f  Costa Rica 

(6CCR1 and the Agency f o r  Internat ional  Development (USAID) was signed 

on August 28, 1986 t o  establ ish a rediscount f a c i l i t y  a t  the BCCR, f o r  

U S f l ! X 6  million. It was open t o  all qual i fy ing Costa Ricart pr ivate banks 

for on-lending t o  pr ivate enterprises seek i rq  t o  expand o r  improve t he i r  

facilities for  the pr-oductiot-r of  non-tradi tional exports t o  th i rd markets. 

The Prsiject also had e training and teohni cal assistance qrsnt ccrrnpcrner-tt 

gf $350.000. 

The goal o f  the pro jec t  is: I j  to slitrsulhte g rowth  i n  ti-IE 

sgr'iel;itua-a1 atid industrial sectcrrs o f  Costa R i m  trq providing totiq-term 



credit to businesses f x  non-traditional exports, result inq in increased 

levels of employment and foreign exchange earning, and 2) to  capital ize a 

fac i l i ty  in  the Central Bank as a pemanertt source of long-term dollar 

credit. 

The f a c i l i t y  was created to  f i l l  a gap i n  the countr$s capital market 

35 term dollars were scarce. Prev iws  810-funded dollar credit projects 

simi lar purpose, were ar-tticipated in the near future. A n d  ysis taking 

these end other resources in to  account had shown more than adequate 

demand for the proposed fac i l i t y  51 

However, these expectations turned out t o  be high. The AIR Project 

moved very slowly. In September 1987 the f i r s t  disbursement of  

USS670.000 was made into the Advance Accuunt of the Central Bank, based 

on their estimated loan requests f rom the IClas, and in  May 1988, twenty 

one months after the signing of the Loan Agreement, the f i r s t  subloan of 

$ t20.000 was disbursed. By the end of I988 only $1.012.000 were 

disbursed fo r  subloans, despite the sustained e f fo r t s  by AID t o  increase 

uti l ization of AIR funds. 

2- Reasons for s low uti l ization o f  A IR Funds 

Several reasoris hare been alleged f o r  slow disbursetnertt of 

funds, including: 



- leqal curnplications and administrative delays a t  the BCCR held up 

disbursements fo r  a year (Loan agreement h a s  signed i n  August 2E;, 

1986 and preceding conditions were met unt i l  June 9, 1987). 

- changing ecctnornic conditions; color1 devalued 17.5% i n  1987 and 

14.9% in 1988, which i n  the mind uf prospective borrowers, made 

colones because o f  the obvious advantages o f  having Ifabilities i n  s 

- demand for  AIR funds turned out t o  be weak, as substantial term 

colon resources became avai l able through the BCGR; 

- banks preferred tcr handle loans i n  local currency; 

- lack of  awareness of the Project among the business community 

since some banks were s h ~ w i n g  l i t t l e  interest t o  promote i t .  

- limitations under Ar t ic le  63. Local currency borrowing was 

preferred by local banks and companies, accelerating the ra te  a t  

which private banks reached their ceilings on access to  BCCR funds 

6 Basicallg, Article 63 l imits  the BCCR total credit exposure to any bank to 513% o f  that 

&nk8 pwtfdio funded from sources other them from the ECCR. 



3. Demand Study for Dollar Term Finance for 

Non-tradi tianal Exports. September 1988 

Awsre of the constraints mentioned above, klD corrtracted i n  

June 1988 a Demand Studg which was completed in Sedternber 1986 

(Garrett Report). 

The fo i lowinq are the nssifr recommendations of the Garrett Report 

t o  increase demand of  P r o l e c t  futids; mast of which were accept~d and 

implemented: 

Atlow bor-r-uwen t o  use AIR funds for purchase of land or real state 

t o  be used f o r  export or tour is t  oriented pt-ujects. 

Altow "triangulation" of AIR funds by the offshore subsidianes of 

private banks or by Banco lnternacionat de Costs Rica (BICSA). 

Allow AIR funds t o  be used short-term, fo r  working capital, 

purchase of rnhterials, etc. 

Enable "financieras' t o  act  as intermediaries. 

Companies supplging components or raw materials t o  exporters 

3ocated in free zones should quati t y  for AIR funds. 

Establish a complementary credit l ine in colones, to  be used parallel 

t o  AIR funds, by the same borrowers. 

Through the Central Bank, convert AIR funds to colones. An 

at~arrgemsnt cuuld be made whereby the Central Bank assumes the 

euct,-- fi - dIiJ€! rj~k. 

Alt;lw financing of more than 70% of qualif -- qinq - projects. 

p' " f't .Y firiaricirig of projects t o  export non traditional products to  the 

Central kmefic~r! Common Market. 



- Increase the spread fo r  the intermediati  t - q  banks 

4. AID amendments to the Project Agreement 

To iftcrease the demand f o r  Project funds, arid taking in to  

accourrt most o f  the recommendations o f  the Garrett Report, the Project 

Agreement W ~ S  made less rest r ic t ive through ttie f o l  t owing arneudmei-its: 

- tcr autt~orize the iinancinq of tourism, f ree  zone projects and exports 

to  Central American countries {September 30, 1988). 

- to  auttsorize a "triangulation" arrangement which would perrni t 1C 1's 

to  access project funds indirectly, f rom m e  or  more financial 

inst i tu t ions without being obstructed by the BCCRas Art ic le  63 

l i m i t s  (February 1 988). 

Other amendments included: 

- A l k w  working capital financing. 

- Al low pr ivate "financieras' - t o  part ic ipate i n  the project (only 

pr ivate banks were eligible). 

- Raise the maximum loan size f rom $350.000 t o  $500.000. 

- Reduce the maximum rate that could be charged to  the f ina l  

borrower by IX ILIBOR + 2%) and reducing likewise the cost o f  funds 

'co the 1Cl's f rom 1.5% t o  2.5% below LIBOR, without reducing the 

spread for t h e  I C I 's. 

5. Results 
A C + n . -  + an.. 
H I  these amendments wei-e i n t t - ~ d t i c ~ d ,  particularly 'Its& 

"triangulatii in" process, AIR funds became more at t ract ive and the private 



banks' borrowing capacity was increased by nearly $5 mi l l ion  w i th in  one 

!_tear. As o f  May 1990, approximately $6.3 m i l l i on  (32% of total)  had been 

charmelled through 10 private banks. 

Ail), however, c m i  dered that  the amendments imp1 emented 

fast-wed l i t t l e  improvemenf. i n  the disbursement rate. Therefwe, i n  June 

1%9, A10 decided to  deobligate $ 1  l .'?a MM of  the Project 's  Loan ~c r t i on ,  

reducing the loan from $19,65 MM t o  $7.65 MH and extending the 

completion date t o  September 30, 1990. 

Furthennore, i t  was recommended t o  deobligete the traininq and 

technical assistance grant port ion of $350.000, which had not been used, 

far  some legal d i f f i cu l t ies  a t  Central Bank level. 

6, Key Issues 

In evaluating the impact of  ttse AIR funds on the pr ivate 

financial intermediaries several issues should be addressed. 

Was there real  demand f o r  dollar te rm financing a t  the t ime  the 

Project was designed and launched? 

Banking of f icers interviewed consider that  in  m id  1966 there was 

suff icient demand f o r  resources. However the main constraint t o  use AIR 

funds was that i n  1886 considerable a1 ternative long tern1 colones funding 

through the C.B. became available. 

Costa Rlca entrepreneurs prefered, a t  the time of the laut-tching of 

the project, tt, assume obligation it1 colones ratt ier than i n  dollars, d m  t o  

the &vlji lati i?iIg o f  resources in  colones atid t o  neqative experiences with 

term dollrst- imlebtedness i n  the past. Wt i i le  this retuctance still linqers, -- 



r=ircurnstances haw changed. 

Had these considerations been taken in to  account when the Pruiect 

was desiqned, d i f f icu l t ies i n  disbursing funds could had been foreseen, and 
1 

therefore a Inn~er  period of t ime t o  achieve fu l l  disbursement of funds 

a u l d  had beers allc~wed. 
+: - d3 S-. ti-[ere real i ~ l s t - i f  i c ~ t i o r ~  t ~ i  deobliqate the faci l i ty tiy 

$ t 1.995.0007 

In spite o f  the s low densand f o r  AIR funds during the fwst two qem, 

;! i s  evidenf. that the "triangulation" S C ~ ~ M E  sewed t o  accelerate 

disb~rsement of  f urids during the thlrd year. Theref ore, t o  deobligate 

US$lf.9 mi l l ion  at that t ime seems to  have been premature, since the 

'triangulation" mechanism was being consolidated. 

The main spur t o  the ut i l izat ion of AIR funds were: a) t rmgulat ion 

and b) the increasing scarci ty of colones t e r n  funds. 

In the opinion of the Central Bank's Manager, the main problem of AIR 

Project t o  channel funds was the perceived high exchange r isk  by the f i m l  

user. 

Conditions should had been reviewed a t  an eerliet- stage of the 

Program, perhaps by end 1 984 or early 1987. Suggestions such as the ones 

proposed by the Garrett Report, t o  establish a complementary credit tine 

iri colclrres t a  be used parallel to Ail? funds, by the  same borrowers, or 

cctrsvert A l r  funds t o  color-ies, could had been studied and recormended 

prior ta deobligating more t han  ha1 f of the fillocated funds. 

-Private bankers and the Central Bank concur that the demand fo r  AfFi 

funds i s  high. FODElN (Cerrtrsl Bonk Department for Development FuMIs) 



told l;s that EICCR contracted a US$17 mi l l ion loan with CkBEl (Central 

American Bank for  Economic Integration) for  the financing of industrial 

projects. An ID6 US845 m i l l i on  loan fo r  agricultural credit was moving 

slow1 though. 

The cost of the AIR resources (maximurr~ LIEittP + 2 trctints), r i w  

9,25Zj i n  U.S. dollars, i s  qui te a t  tractive.  when compared t o  the prevailit-iq 

interest rates i n  colones ranginq - .- t o  an e f f e c t i v e  45-46W. 

Ei- DEOBLlGAT t ON OF THE USf;350.000 GRAHf COMPONENT 

Training and technical assistance grant funds of $350.000 needed to  

he deobligated because they were not used, due t o  some legal impediments 

found af ter  the agreement was signed. The grant funds would be provided 

fo r  project evaluation, training, and technical assistance to  private 

lenders not fami l iar  w i t h  t h i s  type of term lending. 

It i s  unfortunate tha t  these funds could not be used for  the purpose 

called by the Project. Some of the bankers were unaware of i t s  existence, 

and others could have proposed ways t o  access these funds which certainly 

would have improved the lending capacity of the i r  staff.  Anyway, i t  should 

be mentioned that the banks have other possibi l i t ies fo r  training such as 

Cinde, and that some of them do their  own preparation of their people. 

In any case, this decrtiligaticsri didn't a f f ec t  the  final results of ttie 

Pmgr-arri. 



IV. GENERAL PERFORMANCE EYALUAT1ON OF INDIVIDUAL BANKS' 

A I R  SUBLOAN PORTFOLIO 

Background 

Eanco rfe 130FISA was the f i r s t  arid must a c t i v e  bank i n  utiliziriq AIF: 

furrdirrg which i t  took direct ly from the C.6. [no trisngulakiani with $1.61 

t"l1 corrtmitted, of  which $i.47 MM were outstanding as of January 15, 

1991. Although AIR funded loans represented 28% of the bank's total  

portfol io (by far  the highest percentage of any ICi), AIR lending made up 

6% of the total  COFISA GROUP portfol io. Banco be COFtSA started 

disbursements in  f lay 88. O f  the seven sub-borrowers, four are in 

agribusiness, one i s  in  industry and two  i n  services. Four are start ups. 

AIR funded loans were instrumental i n  assisting i n  the creation of 508 

new jobs and generating $9.83 MM of foreign exchange earnings. 

Compliance 

O f  all the private banks, COFISPI has the longest arid broadest 

expertise in making dew1 oprnent loans, and, apart from feel iny 

mrnfortaSls in  this field of lending, i t  actually thought i t  could crnly make 

iievelcrprnerit ioaiis with AIR iurtsfi rig. SG, E:-:cept ior two loatis whose 

development tiattire maq be argueable, f ive, o f  t h e  seven, are defini tely not 

ct;rrtmerc-is1 ciiies. Five iiorruwet-s are still losing money. Given th is stt-ow =r: 

development .slant of the All? po r t fo l i o  t o  tmr-rowm enqaged - - solely i n  



z:.;;orting, i t  can ssfetq be s ta ted that AIR funding achieved i t s  ob jec t ive  

with COFISA. 

k company tha t  i s  owned by the owners o f  Banm de COFISA has a 

20% ownership i n  a borrower par t ly  funded with AIR funds. This i s  i n  l ine 

Credit Administration and Csntmts 

There i s  an embrymic account of f icer  system in which individual 

3il;rrowers are assigned t o  specif ic credi t  of f icers;  however, account 

of f icers iio not have any credi t  author i ty .  indeed, management only has a 

$10.008 credit l i m i t  w i  tti anything over t h a t  going t o  the board. COF ISk 

has ari extensive analysis section for  i t s  loans w i t h  projections for  i t s  

i e m i  lending and sensi t iv i ty analysis f o r  most term loans. In the loans we 

looked at, however, presentations were somewhat l imi ted as fa r  as the 

prose section i n  explaining major  components of the numbers tha t  showed 

unusu~ l  magnitudes. Banco de COFlSA reserves for  loan losses at  $85.000 

amount t o  1.5% of i t s  loan portfol io. 

DctubtfulkXagnant debtors 

Only one loan with a remaining $40.000 balance was 30 days past 

due. 

All  loaris, except cine paying LIBOR, are pa!_!itig the rnsxit-i~um silowed, 

LIEOR + 22 &a. . 

COFiSA included AIR furidirtg i n  i t s  permanent aduer-tisit-q csmpaiq-i. 



Assessment 

COFlSA has taken the most aggressive and best advantage of  AIR 

funding and has now one of the largest pipeline of potential AIR loan (five 

fiote-ntial borrowers for E 1.5 MM). 

We also believe that Banco de CCiFISA's in i t ia l  AIR portfolio was 

;tronql!g - - development oriented, cc~risidering the commercial source of 

funds represented by the AIR project. if and when this source of furrdinq 

becomes available agsiri, we understand COFtSA will veer more t o  

commercial banking propositions. 

Background 

With to ta l  commitments of $1.56 MH i n  AIR loans (to four 

borrowers), Ijermano was the third (of ten) bank i n  total uti l ization of AIR 

funding wi th current outstanding of $1.12 MM. AIR funded loans 

represented 13% of i t s  total  portfolio, the second highest percentage, with 

two borrowers triangulated w i th  PIC. 1 t started disbursing in October 89, 

soon after the triangulation was introduced. O f  the four borrowers, one i s  

in industry and one in  agribusiness, both i n  existence for several years but 

with a very major expansion plan. The remaining two, t-epresented the 

a x e  verdure, melon cultivation and export, that were s t a r t  ups. but 

tfetarrg t a  the strong Grupo Ganadero. These loans are expected t o  praducr 

:or-~i~n w sxchange earnings of at  least $2.8 MM w i  tti an additional 355 jobs. 



Compliance 

Credit accornrrrodations t o  the two companies belonging to the same 

qroup was given t o  get around the $500.000 l im i t  imposed per borrower 

since the two companies act  8s one in assets util ization, production atid 

5a;e. The t ~ t a t  amcirint so lent was $738.000. One of the Mo borrowers, 

howew-, p r ~ p a i d  its ohligat ion for $458.000 sa the "theoret jcsl"  excess i s  

r~iiw academic. It should be mentioned, however,  that  the loan s~ywmer~ t  v 

e e . 4  F.l-t:mL ttac,mtrsrreS the l imits t o  orre company, not t o  a group sf ccrmrsanies. 

Anqway, there i s  a provision that the l im i t  could be exceeded wi th  prior 

Mti consent. klD v i m  not requested t o  concur in  this. 

A toan for  $376.000 t o  an agriculturbl borrower with a stated 

$242.000 net worth, total debt of $681.000 and accounts receivable, 

mastQ fmm affil iated companies, representing 19 months of sales, i s  

definitely not a commercial proposition. 

Germano has f easibit i t y  studies done by outside consuItants for 

these loans but no in house analysis. Credit decision are rubber stamped 

a t  the board level upon recommendation by the manager. There i s  no 

account officer system in  place and the credit off icer cow i s  composed of 

new recruits. The follow up system i s  "ad hoc'. While borrowers 'appearn 

defensible from a credit standpoint {sponsors -Grupo Gbnadero- long 

estabitished garment i l idi tstr l l  and fr f 0 year estabiisheb aqribusiness 

em-nyany), the batik's ~l;ttrt oi-aanizaticrrr, .. as f a r  as havirtr; leaf-tied arid bken 

advantage of t h ~  AIR ii-mdiiig i s  concerned, leaves cfne with the irri~wssion 

of a goad srnount of coi-~fusiorr. 

,&'i,i.00i:I, m-icrunt tij Baficcr G e m s n o  has 1-eser-ves for  had 10sn.s~ af- $ ' r r "  



4: af the por t fo l io .  

Assfsssment 

Background 

Cor-rtinental has only one AIR funded borrower for  $90.000 which it  

has syndicated with Banco Federado as it did not have any more room under 

i t s  borrowing limit w i t h  the Cetltral Bank. Although Continental i s  one of  

the smallest private banks, this loan represents s t i l l  less than 1 %  of i t s  

:otsl portfolio. The borrower i s  in rea l i ty  Continental customer even 

though Federado participated with $26 1.000 versus Continerital $ 90.000. 



+ L-.m US company had considered another countrq before deciding or1 Costa 

R i m  The avs i l%bi l i ty  o f  AIR funds may wel l  have been a fac to r  i n  i t s  

choosing Casta R i m  as a locat ion f o r  i t s  assemblq plant.  

Corttinental i s  a well organized, conservative bank with a very low 

lorsn delinriuency.  It, also, thought wronqlq .- .- that AIR  funding was sole114 fo r  

project  lertciing and, iri addition, was not aware of  the r jossitr i l i ty o f  

t ~angu la t i o r i  (evert though i t  was widely explained in  serniitars:l, thus 

avoiding the cei'lirrg on i t s  bor rowing a t  the Central Bank (see Section I l l . €  

ori trianqula t i  on). 

Credit Administration 

From the one loan we looked at, the cred i t  f i l e  was well organized 

w i t h  fo l low up memos on periodic v i s i t s  t o  the b o m w e r .  There was a 

well documented credi t  presentat ion w i t h  pro jec t ion and sens i t i v i t y  

analysis. 

Assessment 

Continental has considerable experience in  syndicating i n  Costa Rica 

and i n  development lending. I t s  conscientious fo l low up system appears 

professional and the bank could make good use of a long term rediscount 

facility with the onus on i t  to  package and follow up on i t s  loans. I t s  Head 

~f Credit states that they could f o u n d  a t  least three bort-owsrs for  

$500.000 i f  such funds became available again. 



Background 

Comercio, also., believed wrongly, that AIR fundinq was solely for 

rtro1er.t firiaticina and tha t  i t s  access to these funds had t o  be triariqulat~td 

through PIC. Far that reasm, not hsvina .-* had the exper-tise of a bark l i k e  

COFISA i n  developrrient leradinq., i t  only has one minor AIR funded loan 01-I 

the books for $150.000 representing about 0.52. of i t s  portfolio. 

f he losri i s  to slri "ecological" hotel that just took i n  i t s  f i rst quests. 

It has created 10 new jobs and i s  expected to generate $250.000 in  foreign 

exchange esrr~ings for this coming year. 

Compliance - Credit Administration 

The loan complies with the parameters stated in the amended 

reglamento. Comercio has a well established account officer system with 

a core of credit professionals, although credit decisions are made at 

credit committee and board level.  in the case of the AIR funded loan, i t  

definitely appear that there was an enormous amount of analysis for a 

$150.000 loan with, we think, an unwieldy amount of going back and forth 

with the triangulating parties (PIC and BICSA) with the l a t t e r  demanding 

that Comercio take additional support. 

Ofi the other tiand, Cornercio's officers manifested t o  us they look to 

it as sl learning experience and stated their interest iti workinq, directly, 

with the C m t r a l  Bank i n  booking more such loans, i f  and when funds 

become awilatrte. Corr~et-cio would have a t  least three potential borrow~trs 



i n  the pipeline f o r  a total  of $500.000. 

We think the loan i t  booked to be or1 the weak, thouqt-I passable side 

for a development loan. 

Background 

Though new on the financial scene, Federado has made a creditable 

effort i n  util izing AIR funding wi th  total committed funds of  $670.000 to  

three borrowers representing 7% of i t s  total portfolio. It started 

utilization i n  Plovember 1989 wi th  no triangulation. It s t i l l  had plentg of 

room le f t  before reaching i t s  ceiling wi th  the Central Bank. The loans are 

distributed Q#E! each t o  agriculture, industry 8nd tourism. 

The barrowers are all  s tar t  ups although one i s  a subs id ia r~  of a 

well established US firm that i s  tr-ansferring rftcjst o f  i t s  assemti114 

oyei-stions from Korea to Costa R i m .  Ti-iese loans are expected t o  b~ 

instrumental iii qemrating 660 tie?'$ j a b  arid irt produciiiq $4.32 Mt-i ir! 
C n r-.-. .; a. .-. . .n - rr r. - 
iUt elyrt 2;ii.ticrlry~ ~8i7iii'igs ii-i 1930. 



Cornpl iance 

The three loans granted wet-e a l l  long term; of  there, only orte has 

one gear grace psnud. A loan w i t h  $70.000 outstanding i s  not expected t o  

pruiJiice any foreign exchange in  the near future as the implementation o f  

the project  i s  running considerabig beiiirtd schedule. The loan was t o  -? new 

!;miwe t o  produce t ropical  plants for export.  

Orre l om i s  syridicated wi th  Ganccr Continental; t h i s  i s  the ~ n i ! j  

borrower under the AIR pro jec t  tha t  Rss been syndicated and i s  a qood 

. e x a m ~ l e  of cooperation among pr ivate  cornnierciat ba rks  as had been 

advocated i n  the pro jec t  paper. It must  be stated, however, tha t  Federado 

was called in  t o  accommodate t h i s  borrower by Continental which had 

reached i t s  borrowing cei l ing a t  the Central Bank and apparent1 y i t  did not 

inquire that  i t  could, a f t e r  all, t r iangulate w i t h  PIC, thus no t  needing t o  

syndicate the loans. 

Credit Administration 

Federado has a w e l l  establ ished account o f f i ce r  sqstem w i t h  i n  

depth i n  house financial analysis and proper periodic f l i l i ow  up v is i t s  with 

memos t o  the f i l es .  The Credit Committee, composed of  Setsior- Credit  

o f f icers  has, by Costa Ricati standards, an adequate c red i t  l i m i t  of  

5; 100.000 with anythiiig over that going t o  the Board. 

tridioidual c red i t  o f f icers ,  however, tiave fi0 l im i ts  as ijf qei. 

Fstderadi~ has set up t-eserijes fiit- bad loans sriicitit-itinq t o  7.5:Z 11f i t s  

c u r r m t  portfol io. These cimpat-atively high reserves are d ic ta ted by some 

do~btful  assets the bank had t o  take on i t s  books from i t s  parents 



(Fedecrkditct), not by doubtful loans i t  made i tse l f .  

Assessment 

Despite wri t ing on the books all development loans w i t h  AIR funding, 

Fr;deracio can s t i l l  be termed a conservrjtive bank, perhaps the r r i ~ j s t  

consemst-ive tirnong the p r i m t e  banks. A l l  AIR loans are backed bq -- qcr1111 - 

support and/or strong guararrtors, w i th  rto losses expected. Senior credit 

officers state they would have a t  least three potential borrowers of A l l?  

ftitsds for  ti total of $500.00C1. 

Background 

Bancoop, also, has just  one AIR funded toan t o  a fern producer w i t h  

$l72.OOQ originally committed of which $120.000 i s  current1 y 

outstanding. The loan was t o  a new project which i s  way behind schedule. 

Against $250.000 foreign exchange i t  had been expected t o  generate, 

it barely sold $40.000 during the f i r s t  six months of the present f isca l  

year. It has however, generated the 77 new jobs that had been anticipated. 

Outstanding rep!-esents a negligible percentage of the bank's loati port fol io.  

Compliance 

The AIR borrower i s  a company beloRgiRg to  t h ~  same owt-rers o f  

Arn~t-ican Flowers, s pioneer and a leader cot-ripat-iy i n  f lower cul tivatiot-i 

and exporis in Costa Rica arid now a successful enterprise. In fact, the 



strongly supported bq it. 

For that reason, although the subsidiary f i r m  may be showing a weak 

firiancial condition i n  the f i r s t  s ix  months of operation, the cotmpanu i s  up 

to date i n  i t s  payments. The loan i s  quaranteed by American Flowers and, 

i n  addition, i t  has real  estate support valued a t  $ 1  MH versus $ 1  20.000 

mistanding. 

Csedi t Adrninisthdttion 

Bancoop has a well developed account of f icer  system i n  p i a m  w i t h  

it; own analysis, cash f l ow  prcijections arid in  marig cases, fo r  term loans, 

sensit ivity analysis. 

Bancoop has had access t o  long term funding sources f o r  years, and 

h~ a wel l  developed analytical and follow up capability. 

Assessment 

Bancoop could wel l  u t i l i ze  the triangulation and would, according t o  

a senior credit off icer, use almost immediately $500.000 of AIR funding 

far  two borrowers. The tr iangulation would come i n  very handy right now 

zinc& Saricoop i s  prevented, f o r  a few more months, f rom using the 

fac i l i t y  a t  the Central Bank due t o  some problems w i t h  part of i t s  

portfoliol relat ing tci i t s  loans t o  Cocoa Producer. While the arim.int 

~ n x t l v ~ d  does riot undermine i t s  financial soundness, the Central Bank 

p-ohitfition pi-r;cludes Bancucrp frim ternporat-ily sourcing funds at  the 

Certtt-sl Bank. 



G- BANCO INTERPlAClONAL DE COSTA RlCA (BICSA) 

Background 

W h i l e  i t  i s  a subsidiary o f  the four state banks, BICSA, i s  

ci3;-1sidei-ed, arid is, l ega l ly ,  e pr i va te  bank. As a sub of  t h?  S t a t e  Banks, 

:irtwetm-, i t  has no rnajcrr funding problems in  colones, while i n  US$ i t  has. 

fct- i ts - 4 - - .  G I & ,  B C C ~ S S  t o  ~ i l r n u ~ t  all the dflllar-f i t  needs since it  i s  affiliated 

to BiC"JA, Panama and Miami., which have adequate doller f und ing .  

EiiCSA comrrii tted t w o  loans totallinq Q; 1 10.006, s neqligitde 

percentage of i t s  portfolio clf which $100.001) was prepaid as the borrower 

was bought out. 

Both loans were t o  industry and while one for $14.000 s t i l l  

outstanding was ta a new company, a sub of a Los Angeles garment 

manufacturer, with an adequate net worth and already very profitable, can 

safely be said to have been commercial loans. 

Credit Administration and Assessment 

ElCSA has s considerabt y more streamlined organization that i t s  

parei i t  banks thoiigh not qiii te so agile as most strictly p r iva t e  banks. 

Accordifig to i t s  Head of Credit, i t  would now uti l ize at  least $300.000 of  

AIR f u n d i ~ g  t o  two borrowers i f  such funds were rrvsrilable. 



H- BAt4CO BANEX 

Background 

SANEX was granted a total  of U%6S 1.000 of AIR resources for term 

lendi.nq, .- . srncrut-~t which represents 3% of the tota l  AIR funds disbursed and 

2; of the Bank's 1vst-i portfol io. The outsiandinq balance as of Dee~rnber 

1930 was. US$4s32.000. 

Between December 1986 arid February 1990, BANEX financed five 

projects in  the agroindusty, industry and tourism sectors. These loarts 

fitlanced expanfians of existing projects, and were instrumental in 

assisting i n  the generation of  US$ 1,75 mi l l ion i n  non-tradi tional exports 

and 180 new jobs. Furthermore, four loans were triangulated through PIC. 

Compliance 

O f  the f i ve  loans granted, one did not comply with AID procurement 

policies on Project expenditures, as goods acquired (sewing machines) 

were from improper source of  origin. GANEX had t o  prepaid USf93.843, and 

refinanced the borrower reducing the outstanding of  AIR funding by that 

amount. 

DoubtfullStagnant debtors 

Another AIR loan was constituted into an OPAE; (short-term 

i#v&m~fit:f f o r  six months to be used as guarantee it! a -bridqeR .-. loan of 

$ 1  19,671 given by BANEX t o  the sub-borrower t o  solve liquidity problems- 

This OPAB was released after exports of $65.500 were rnsde in  mid-1990 



t c  zsricel partially the bridge lcrai-i. The AIR loan was the; disbursed. As of 

January 139 1, th is  company i s  30 days past due wi th the AIR loan, and 240 

days past due with another BANEX loan. 

BANEX keeps s loan loss provi  sion of $350.000, which represents 1 W 

11f tcdal pmt f  clio 

Credit Control ;end Administratian 

BANEX has twelve cred i t  of f icers and analists whci are in charqe of 

project analysis and admirristration. Credit proposal Invcft~es analysis, 

cash f low projections, arid, in  some cases, sensit ivity arral pis. The 

apprwel process consists of a Credit Subcommittee, a Credit Comrni ttee 

and the Board of Directors. For each loan there i s  appropriate 

documentation including History of the Loan, Financial Reports for  the last 

three years and Contracts. The Bank has adequate computer reports t o  

coiitrol the Subloan Portfol io. 

interest rate and spread 

The interest ra te  charged wes LIBOR (6 months) plus 2 percentage 

points, the maximum allowed by the Reglamento. BANEX receives a spread 

crf 4.5%. 

Assessment 

It can be said that t t ie  five loans grstited s e r v ~ d  well the Project 

objectives as f a r  as increasing the  ailab ability of  dollar term funds to  

4-- - r ;itafice pmjec t s  i-esul ti ng in  an incresse o f  f oreigtl exchange eart~irigs and 



jobs created. Credit Off ic ials report having acquired some expertise in 

developrrrer~t lending, although BANEX had acquired capability i n  temi  

lending during the las t  10 years. We found BANEX to  be one of the best 

orgclnized barks i n  the national financial sector. 

Senior- x e d ?  t off icers state they would have about selmiteen 

pcitentibl borrciwers of AIR funds f o r  6 total  of  $8.5 MN. 

Background 

INTERFIN was granted a to ta  f US$1.92 HM of AIR resources fo r  

term lending, representing 25% o f  the tota l  AIR funds disbursed and 4.46% 

of  total  Bank's loan portfol io. The outstanding balance as o f  December 

1990 i s  US81.5 MM. 

Between August 1989 and January 1990, INTERFIN financed six 

projects i n  the fol lowing sectors: agroindustry ( I ) ,  industry (4) end 

tourism 11). Of these, four were expansion of existing projects and two 

were new projects. The loans generated $8.9 mil l ion i n  non-traditional 

exports and 9 10 new jobs. A l l  loans were trisngulated through PIC. 

Compliance 

At'i AID internal report [August 1990) found that the Project "had 

generally not accomplished i t s  stated goal crf stirnulatirig the 

non-trsbitional export sector of Costa Rics's econoni$' as these funds 
m , I r n r r .  he..-i.~r. nrw E ua;t~al?iJ iriiendeil for develo~ment lending, rneaiii rig that  ths end 



i-esult if to make credi t  available to  trusinesses which would have had 

trouble obtair~inq adequate finance i n  the absence o f  the AID project. This 

premise was used on one of the loans made by Banco Interf in of $500.000. 

We believe that AIR funds were intended for ccrmrnercisl lending, as 

these are rnarket-rate loatis for- wti ict i  t h e  Eifinks earn a spread o f  4.5% plus 
Ti- - - 3 l Z  C~~MMISS~O~I. r iret e f o r ~ ,  i f -  is our opiriicrn tha t  the $500.000 lctar, 

a:-anted - for a IEW industrl;sl prciiect, which i n  15190 qenerated $240.000 it-I 

foreign exchange and 475 new jobs, did compf g with rlrtd aoc~tnptif tied the 

rrisiii P r ~ i e c t  objectives. 

There are no arrears in AIR loan payments. On the contrary, one 

Sovower has prepaid voluntar i ly par t  of i t s  outstanding balance. 

Sub-borrowers are exporters of  goods and services. INTERFIN maintains 

provisilons fo r  loan 'losses of $382.51 4, which represent 0,8X of tot01 loan 

portfolio. 

Credit Control and Administration 

Six credit o f f i cers  and three assistants are i n  charge of to ta l  loan 

portfolio. Credit analysis involves cash f low projections and sensit ivity 

analysis. The execution process consist of: the Credit Off icer presents 

crei l i i  proposal; the Executive Committee recommends; and the t3sar-d af 

q; ,,r --.,-. tLt_ars srsprcrves. For each loan there i s  appropriate documentation, 

inzluding History o f  the Loan, Financial Reports and Contracts. The Bmk 
/-. = -. - f .,- - I : -=-~rut~  computer t-efiorts t o  control the Subloan Portfolio. 



interest Rate and Spread 

LIBOR (6 months) plus 2 points and a spread of 4.5. Li loan term for 

working capital was 7 years instead of 2 years specified by Reglamento. 

Assessment 

The s ix  loans granted served wel l  the Project objectives of 

iricreasina .-. foreign exchange earnings and new jobs. Two new prcriects 

(irrdustry and tourism) gsve credi t  o f f i cers  opportunity to  improve their 

credit analysis and monitoring expertise, a? though JNTERFIN had acqulred 

capability irr te rm 'lending in  the past years. Present demand for AIR 

resources i s  high, as there i s  ncl avai labi l i ty of various sources of funds 

l ike i n  the past. This demand i s  estimated a t  $1 million w i t h  4 borrowers. 

We found IMT ERFlW t o  be a very dynamic pr ivate financial insti tut ion. 

J- BAPJCO DE FOHENfO AGRICOLA CIBFA) 

Background 

BFA was granted a total  of US$670.000 of AIR resources for term 

lending, representing 0,03W of por t fo l io  and 9% of AIR Funds. The 

F 
outstandirtg balance as of December 1990 i s  equal t o  the amount granted. 

L.. During the period January 1989-June 1990, Banco de Fomento 

i i Agrieola riisrle s ix  lclisns two of which were triangulated through PIC, to 

finance three new projects in  the agriculturf i l  and industrial sectors. Two 
E - 
c 
i :  pmjects generated US$ 35.000 i n  foreign exchange and the third one i s  

t 
projecting t o  expart US$ I .  1 mil l ion i n  192 1. A l l  three projects generated 
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Y ECOFiOMIC f MPACT OF THE AIR  PROJECT 

A- i ATRODUCTION 

As i t  was stated before, a new type o f  detreloprr~ent model f o r  Costa 

R i m ,  based on exports of  nirn-tradi tional pruducts t o  rnarkets outside 

Ceritral America, started to  develop in  the country from 1982 ot-iwards. 

The government a t  that  time began t o  introduce several economic policq 

changes i n  order t o  encourage exporters and other businessmen to jcriri the 

riew strategy o f  development. 

The s tab i l i t y  and confidence that the new model created i n  the 

country changed in par t  the people's att i tude and attracted also foreign 

investors, w h i c h  qual i fy the strategy as successful. Some of the recent 

published data shows tha t  f rom 1980 t o  1988 the percentaje of new 

exporters t o  to ta l  exports increased from 16.4% t o  35.2% (71, and also 

these new exports, which represent 10.98% of 1982 GNP, grew t o  28.373 

of 1988 GNP (8). 

57) Segura, Olman, The kccesiori of  Costa Rim to the GATT. Thesis for the M. Sc. i n  

Ecasnornics, University cif Lrzndort, 2MWC. England, September, 1980. 

(8) Ccirrak3, Jorge y Monge, Ricardo. Exportaciones no It-arficianales: en Cmta R i m .  

E ~ m f i n ;  1 940. 
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The outstanding internal  policy instruments fo r  this model becoming 

a success are f lexible exchange rate, t a r i f f  reforms, creation of export 

incentives, posit ive in terest  rates, creation of Free Zones, credit f o r  new 

sxportit-rg projects, and several inst i tut ional  reforms to help exporters and 

introduce a new technoloqq L .- 

As Tatrls! 1-9 shows, there was n o t  only recovery of tcrta'l exports ant! 

tradi tionijl exuurts, but a1 so the non-tmdi tiorla1 exports haw beeti growiriq 

in-ipressiveiy, representing more than 50% of total  exports i n  the l as t  3 

gears. 

This outstanding performance on exports was produced, in spite of  

external barriers, such as the highly protected markets i n  developed 

countries, including many non-tar i f f  barriers that particularty affected 

non-traditional exports. But of course, i t  i s  important t o  recognize that 

besides the national e f f o r t  and government commitment to  the new model, 

there was an important opportunity created by the Caribbean Basin 

Ini t iat ive (CBI) and capital f lows i n  loans from international agencies 

which helped the country t o  s ta r t  the new project. Without these 

facil it ies, i s  very l i ke ly  tha t  no investor o r  businessman would take the 

risk of  s tar t  o r  expand exist ing projects. 

If we conscicrusly study how much represent those capital flows, and 

particularly the AIR loan t o  the to ta l  project costs, or total credi t  

disbursed dwitig these last  years, i t  may be identif ied as a very small 

aiilsunt; however, i t  i s  impcir-tartt t o  stress that due to the scarce capital 

- i t -  tzi.dable in the country, especial1 y f o r  medium and-3q-term lending, 

these quantities beccrrne an essential inflow to support this model and i t s  



.mxe fs fu l  performance. 

Table I- 10 shows the non-tradi tianal exports by economic sector, 

wtaquila and tourism frort-I 1937 to  1950. i t  i s  impartant to  notice here 

that each one of the sectors grew consistentlq each year, sustaining the 

ec immic  recoverg that the countrq began since the new model started. 

As paifited iigt t isfore, the A I R  l ~ a f i s  of ci-jurse helped ifi this process. 

Credi t  a t  this stage, contrary t o  what some people believe, is verq 

important because now i s  when all the adjustment process from the old tct 

i h ~  new model i s  already i n  operation, and i t  i s  necessary to proceed w i t h  

inf lows of capital that a l low the country to  continue i t s  economic 

growth. 

Table I- 1 1 reviews the behavior of each sector of non-tradi tional 

products. f rom 1987 t o  1989 each sector increased their weight in the 

total  nm-tradit ional exports, except industry. Several internal and 

external reasons, which are no t  the object of study here, may be the cause 

of th is  conduct. But i t  i s  important t o  observe that this i s  the sector 

which received less percentage of the to ta l  AIR loans (approximately 

20Z15; however, f rom 1988 t o  1989 when most of AIR loans were 

disbursed, the industrial exports grew 1.77%. 

B- THE IMPACT OF THE AtR PROJECT 

It i s  vit-tually imposs ib l e  t o  quant i fy  accur-ately t he  posi t ive effects 

tfizt these particular f uricls. contt-i buted t o  the national economy, since 

matq loans can not be appointed to  specif ic act iv i t ies i n  ttic companies. 



I--.- ;"..-.+ 7 . s . F .  rut  ~ l i j i a l ~ ~ e ,  slirrie were made f ~ i -  w ~ k i n g  capital ,  which include the 

company as a total; others fo r  increasing the plant capacity or t o  develop 

general infrastructure, that  can not be ident i f ied with ariy part icular  

product. 

However, i n  order t c l  have a close approximation c~f the par t icu lar  

impaci c i i  the prcrject, the basic iniormation w a z   sth he red .. f r o m  two 

differen! sources. First, we checked the f igures  ttmt the banks ham i t - ~  the 

AIR d i f f e ren t  f i l e s  and discussed them w i t h  the  credit o f f i cers .  (This i s  

shown as tab le  i -1).  Secund, we {iisited 20 projects and talked directly 

w i t h  t op  managers or  wi th the owners. 

Eventhough the sample chosen was not a t  random, these f ie ld  v is i ts 

gave a very good idea of t h e  real i ty  of the di f ferent projects and somehow 

permitted t o  ponder the general figures from the banks. 

In Table 1-13 the resul ts  of these v is i ts  are shown. Note that the 

sample represents 65% of the to ta l  companies and 82% of the total  l m n  

amount, which i s  a very high coverage. 

To obtain the figures shown in  th is  report we took the data from the 

banks and adjusted and complemented them w i t h  the information gathered 

in  the f ie ld v is i ts.  The projections fo r  199 1 was done based on the results 

obtained i n  the field visits, generalizing f o r  the total  companies 

participating i n  the project. 

To gather all this information we used the questionnaires shown it;  

Ant-t~x 111. 

1) Exports 

From the evsliiation of both sets of  ii~frirmation, i t  can rouglilq - - 



be est-atslished that w i th  the AIR loan fo r  1990 a to ta l  amount of $20 t o  

$24 mi l l ion  was exported, which represents somethinq close t o  2.5% of 

the total  non-traditional exports. Accorditiy to the resul ts  of  the sample, 

i o r  199 1 it i s  expected an increase i n  exports of 50% fo r  the projects 

firrsrrced wi th  th is  loar~ ,  which clezsrli_~ w i l l  elevate the psrticipat-ion i n  the 

tats1 rim-trfidi t m a l  exports. 

2) Jobs and people supported 

W j  th respect tci the jobs generated by the projects Qm-manent 

and temporary), the same irtf ormation p e m i  t s  t o  estimate an amount 

between 2.400 and 2.600 f o r  1990, vfhich represents almost 10% of the 

yearly estimated new jobs created and around 5.5% of to ta l  jobs of 

non-tmditionai exports w i t h  Export Contracts i n  1989 (see table 1- 12, the 

emptoyment in fomat ion  f o r  1990 i s  not available yet). For 1991, the 

companies vis i ted estimate an increase of  near 15% i n  employment. Part 

iif th is  emplogment are new jobs created; part  are already created w i t h  

These figures mean that the people supported by the loan are around 

10.000 i n  1990 arid btl estimated 1 1.500 fo r  1991. 

TLe totat sa1ai-k~ paid in  1990 i s  close t o  CE $30 m i l l i on  and the 

' tl.leilse expected fcrr 1991 i s  t iear SO%, which will be the result of : t-+"" 



3) Cost% Rican Value Added 

I n  qeneral, a h igh  use o f  national raw material and a high 

value added was observed. in projects belonging to  agricui tu rd ,  

aqroindustriai and tour ism the value added i s  over 85%, projects related 

~ ! i t h  ii-idustrg ore usua l ly  over  35%; rnaquiis companies, of course, st-iow 

smaller percentages o f  value added. 

C- SUMMARY 

The figures presented above show that the AIR loan represents a 

modest amount of the nation's totals. However, i t  has t o  be considered 

that the to ta l  amount of the loan i s  also modest compared w i t h  the total  

credit, that the pro jects  are very new, that some companies are just  

starting and that the Central Bank w i l l  have t o  reflow the recuperations. 

Of course, on long t e r n  basis the impact w i l l  be larger. 

At th is  point i t  i s  important t o  consider that: 

- the major i ty of  the companies are successful, 

- only 5 of them have arrears, 

- just ib few of them have d i f f i cu l t ies  w i t h  their  markets, 

- the major i ty  are either exporting non-traditional goods to  

non-traditional markets or selling toutist s e r v i c ~ . ; ,  

- 22 loans are already .- qenerating foreign exchanp earnings and 6 w i l l  

start this year, 

- the average salary on a tnonthty basis, w i t h  no social charqes i s  

around CR 6: 1 3.000, 



- the Increase I n  employment due t o  AIR funds i s  signrficarit, 

- the regional effects o f  some companies established arE! f u r t h ~ r  

better than expected, 

- some of the successful pro jects  have encouraged other small 

i a r n w s  or businessmen t o  s ta r t  up new projects w~tt-I the i r  adv i~e ,  

iiss~stance and support. 

- many of  the projects financed w e  new ones that will myrove the 

icl~al capac~ty t o  generate exports and ioreign excfiange 711 the 

future 

- with $7.6 million, over $20 mi l l ion  of exports have already been 

gener~ted. 

It is also very important t o  note that the resul ts that we are looking 

now cornspond to  the f i r s t  steps i n  a very long chain that i s  just starting. 

In effect, many of those pro jects  are in  the f i r s t  stages; most of them 

w i l l  take, perhaps, one or t w o  years t o  be completely developed. A t  that 

moment, the results will be mult ip l ied. 

It i s  also necessary t o  s tate that  th is  i s  the beginning of a 25 year 

program and that the Central Bank already has recuperated principal 

prtuments which should s ta r t  relending very soon. When this w i l l  happen, 

t he  resuits wi l l  be even better.  

Sarrie of the projects have probier-ns related t o  trading dif f icult ies in  

ex&maE markets. Tkat i s  the m s e  of Hut-ores Rir:'era arid Hotel Maguil.  

fa aerier~t, .-. e i m  though many of the prctiects are ne?: ones, some are 

a';;-e&;i cozsif] jdated aiid ottiei- prcjezted cash-f {oy;s indicate vei-4 
J 

gjsitjve results. 



Site project v i s i t s  were scheduled to  evaluate individual 

perfunnsnc~t of  borrowers and AIR fund impact. A brief description of 

these : / i s i t s  i s  presented below. 

A- HADRES DE FLBRES, S. A. 

T e m s  of the  loan 

This loan was granted by CQFISA Bank. Temr payment i s  6 years, 

including 2 of grace. The to ta l  amount was $500.000. 

6enera1 Information and Performance o f  the loan 

Madres de Flores, S. A. 1s an agroexport enterprise which cu? t ivated 

rt variety of flowers until 1989. A f te r  they received the AIR loan in  1989, 

they started an expansion of their  ac t i v i t y  cul t ivat ing ferns fo r  exporting 

t o  Europe. The enterprise began t o  increase the i r  labor force t o  27 persons 

in  1990, from which 7 are administrative personnel and the rest are f ie ld  

workers. 

They are up t o  date w i t h  the loan, and thsugh the cornpany started 

just 3 years ago, i n  March 1987, they are growing in  experience and 

compliance. 



znterprise, arid it seems wi l l  continue in  this wa4. 

The company increased the fo re ign  exchange earned; i n  fac t  fe rn  

exports was $336.000 in  1990, the f i r s t  year, export ing them. Flowers 

export also increased considerablq. 

E ~ u a ' l i i ~ ~  they are expectirrg to  reach  $2400 thousand i n  t o t a l  expor t s  

i n  1931, w i t t i  sfjproximately 130 workers; hetice, usit-IQ t h e  1090 

proprirticrn we may approach the e f fec t  i n  additional foreiqt l  exchanqe and 

permsriwtt tmfr l~~rnen t  produce by the luati, i n  approximately $854.000 and 

65 persoris respectively f o r  1 99 1. 

B- ZONA FRANCA HffROPOLITANA 

Terms of  the loan 

This company obtained 2 loans from Banco, de COFISA. One of  them 
. . ..- ,-. naa  for  an amount of $ t5O.000, with a rate of in terest  o f  Libor plus 2X, t o  

be paid i n  5 years wi th 3 years of grace. The other was a to ta l  of 

$550.000, a t  a rate of t ibor  plus 3% i n  same conditions f o r  payment. 

General Infnnnation and Performance 

This ccsmpatPy, as i t s  name indicates, i s  s f r ee  zone. It was 

esi.iitilisfsed two uear-s ago i n  a stt-ategic piace, close t o  an ifidustrial area 

and airpoi<, -+:ith vet-y good road C -  isrlmuiiicstf - -  ot;. 

The smallest ios;; was used for the coi-ist-ructjofi g i  rjifferent. a!-eas 

tha t  belot-iq tc! the total infrastructure a f  the it-ee zone, suck as 

sdministrstive off ices, internal bus . ~ i t . ~ i p  siSd a tii~ililirig f u r  i~ ied ic~ l  



;ervices. The o t h ~ r  losri was used for the building of a warehoiise, where 

an Arrierican electronic company is located right rio'uv. 

It i s  clear that the business i s  oriented to  improve total exports o f  

the country and that the loan helped i n  this direction. Nevertheless, i t  i s  

very d i f f i cu l t  to define the particular impact of  this loan since i t  was 

used f o r  gerieral inf  rastructut-e. 

A n q t s r ~ w ~  - it i s  possible to explain whet i s  happening i n  the  warehouse 

that was constructed. There, a "rnaquila" company i s  going: Reliabiil  tu 

Incot-pmted f rorr-I Houston, Texas. This i s  art electronic: firm, that 

produces rriicrochlps for computers srtd sells then to USA, Ireland and 
r- .-. myapore.  The direct en-tpiuyrnent sf this mmpang is almost 150 people 

and projected exports for 199 I i s  over $360.000. 

Perspective 

The free zone is relatively new, but i t  doesn't mean that i s  a small 

project. On the contrary, it is a growlng company with great expectations. 

As a matter of fact ,  they keep building warehouses, because the demand i s  

increasing. It seems to  be a very well planned company. 

Terns of the loan 

This loan was granted trq COFlSk Bank for 7 qeat-s includii-it; 2 of 

grace. 

TL , s t ~ t 6 1  amiji;nt was $ 1  fJ5.00Q. 



General Information and Performance of the loan 

Firm Natiori, a cornpanu w i t h  6 years experience exporting flowers 

t o  USA, received the AiR loan i n  November 1987. With the loart the4 

expanded their  pt-oduction area i n  4300 square meters approxiniatelu, made 

s well at-id ttauqttt - an adjacent plot. A11 these niade possible far the 

cornpang to  achieve ard surpass the break-ewi po tn t .  We critisiijer t h i s  

case., as a tgpical - one where i f  funds were  not svailtible a t  that t i m e ,  ttte1.j 

jiist go bankrupt. They rieeded to f inisti t ru i ld in~ a "flower- nurserq" i n  

ijrdei- t o  increase this exportable production ard to  reach the crit-ical 

poirij-, but without this capital theq could nut dcr it. 

The company exported $268.000 and $210.000 in 1989 arid 1990 

respectively using 27 and 22 people iri each one af those years. The 

expanded area demanded no less than f ive persons during 1983, however, 

they considered necessary t o  f i r e  5 people i n  11930 due the cost theq 

t-epresent in their  weak f inancial situation. In th is  respect, i t  i s  

necessary to  point out that the project s t i l l  faces di f f icul t ies and 

liqiridity problems since the f lower  (pomasf exporters were affected by 

the countervailing duty in the USA customs, and they needed t o  rencrunce t-CI 

recef ve t h ~ i  Certif icadcr be Abono T r i  butsrio (CATS) f rom the Costa R i ~ a r i  

g~vei-iimmt, ~r trii the ~ ~ i l t r a r g  they could iicft export. This represents s t  

teast. $20.000 less ftjr the company each year. 



flowers nowadaqs. In the same waq, the mterpnse 1s dread4 adjusted t o  

ccisis chariges that affected them, and restructured a l l  their COFISA loans 

iri M ~ Q  o f  1990, wi th which theq expect t o  work much better from now on. 

Terms o f  the loan 

T ~ E !  loari was dranted try CUFlSA f o r  a total o f  $150.000. Term 

2agmei;it is years including one o f  grace. 

General information and Performance of the loan 

Costa Rica Expeditions i s  an ecotourist enterprise, which has 

several types of  adventures, tours and hotels a l l  aver the country. They 

received the AIR loan i n  the second semester of 1990, meaning that there 

was not a concrete additional foreign exchange effect from the loan 

it-iwstmcnt during 1989 and 1990. 

The company i s  performing very wel l  i t s  f ie ld  and i s  payinci 

regutarly the obligation. 



The company expects to  have 13 additional workers i n  199 1, from 

which a t  least 10 are due t o  the new investment; but also the construction 

qenerated 15 positions o r  more during 1990. I t  i s  important to  underline 

that in  this case the labor force employed i s  from very rural  areas where 

underemplcrgment and unemployment rat-es are the highest of the country 

E- PLASBANA 

Terns of the loan 

This loan was granted by Banccr de Fomento Agricola IEI.F.A.1 for  an 

amount of $500.000. Term of payment i s  7 years including 2 years of 

grace. The rate of interest i s  Libcrr plus 2%. 

General Information and Perfamance of the loan 

This i s  a new company located i n  Lirnbn, that just started i t s  

production during January of th is  year. It i s  dedicated t o  the production of 

plastic bags that  %re used in the export of bananas; it i s  an indirect 

exporter. 

It i s  owned by Corporaci6n Financiers de Productares de Banano, a 

qroup composed by banana producers. 

In th is  sense, the cotnpany has a captive market. 

The toar; was used t o  buy machinery and t o  build the construction. 

S o  far, ft has been -~rt tet idi t -q the  loan ot-I t i r i le  arid with no prohlerns. 



Perspectives 

It i s  expected that the ares dedicated t o  produce banana w i l l  keep 

i t s  q ruw i tq  f o r  the next years. For this reason the market w i l l  absorb the 

to ta l i t4  of the p last ic  bags production. 

PLASBANA executives feel the14 w i l l  need t o  exftarid t he  plant  

capsci tq i 1-1 t h e  near- future. 

The cornpatiq i s  expecting t u  a s s m b i e  for  Standard Fruit Cornpang 

arid Unitran. 

Terms o f  the loan 

This loan was granted by Banco de Fornento Agricola. Term payment 

i s  5 years, including 1 year of grace. The tota l  amount was $86.000. 

General Inf onnation and Perf ormence 

This company i s  pr imari ly dedicated t o  the production of f i r e  

extinguishers. In  the past, the owners had been importing these 

extinguishers f r o m  the United States, f o r  local use in  Central and South 

Ciiriericsn markets; the company was some type of rept-eset~tative of the 

American company w i t h  whom i t  had a long busirsess relationship. 

This  c i rcumtance made up the idea o f  producing the extinquistser-s 

i n  Costa Rica t o  export t o  the United States and the  regular markets. In 

this way, the mist of productiots would be lower than i n  U. 5. A. at-iij the 

market s!.;'ctrtd be assured. In fact, the American cclmpang was goitsq - .  to  



psrticips?-e irt the investment. 

The t o m  w s s  requested f o r  pre-operative expenses and t o  import 

sorrie machinery. But something happened with the Americans, and the 

Eostzi-ncans not only Toft  t he i r  partner, bu t  also los t  the market. 

The ccmpaf-rq has exported just s lit-tle t o  Guatet-mla arid Ecuador; 

i-iuthinq trj U. 5. A. A f t e r  theq los t  cc~ntact wi th their  kma-icsn partners, 

they have rmt done much atjclirt tnarketinq i n  ot-her countries and they  tire 

bssicallq serving the intet-rial market. 

For that reason they are not sttendirig the loan or1 t ime.  

Perspectives 

Under the described conditions, it i s  clear that th is  project may go 

bankrupt. If they do not find external markets, they w i l l  fa l l .  The quali ty 

of the product i s  good, but that  i s  not enough. Right now they are located 

in a free zone i n  Lirn~n, which make the administrative supervision very 

di f f icul t  because of the distance f rom San Jose, where the owners spend 

the majority of their time. They are planning to  move to  some place near 

San Josk, but s t i l l  keep the main problem unsolved. 

6- TECSERIA PRIMENCA, S- A. 

Terms @f the loan 

This loan was granted try Banco EANEX. The term paumet-it i s  2 clears, 

includiq 3 months of grace. The to ta l  atnoilnt was $300.000 and t h e  rate 

of inter& was Libor plus 2%. 



General l n f o r r n a t i o n  and Per fo rmance  of t h e  l o a n  

This cornpsny vms established i n  J u l g  1986, wi th the specific- 

purpose o i  exporting processed leather. They have been growing during 

this period of  t ime and have penetrated markets like U.S.A., Canada, Puerto 

P'-. I . l ~ ~ . ,  Cr~rninican Republic and Eur-ope, part icularly Po r tu~a f  and Italq, 

wkr-e they haw sold qu i te  amount. of t h e i r  production {almost 30% mE: 

gear). Just. a small par t  of the production i s  sold internally {less than 

5.F &.I. 

The loan was used to  buu .-. d i f ferent machities that would permi t  the 

company t o  do an additional process t o  obtain a better f in ish  o f  the 

leather; doing SO, they can charge additional $0,60 t o  $0,70 per square foot  

exported and w i l l  be able t o  compete i n  the markets they are serving. 

They are attending the loan on time, and even though some o f  the 

machines were bought f rom European markets, the loan wes used i n  

correct manner and i n  accordance w i t h  the ~ b j e c t i v e s  of the AIR Project. 

It gives suff ic ient exports and employs a good amount of people who l i v e  

i n  the near zone. 

Perspectives 

The company i s  ruled by someone who seems t o  have long experience 

in t h ~  f ie ld.  Theq feel that the market i s  s t i l l  growing and t h a t  due t o  the 

new quality of t h e i r  product, ttsey w i l l  tiave cot-idi tiorts t o  keep gro~,~irig in 

exports. 

They are real  motivated w i t h  what t t - i ~y  w e  doing, mentioned that 

the i ~ a n  WBS of  great help for them and w?luuld tie interested irr takinq ssrrne 



more of  th is type of credits, tlecause o f  the conditions. 

No dclubt that this project w i l l  be successiul i n  the near futui-e. 

H- HOTELERA R- PI. DEL ATLANTICO, S. A- 

Terms ad the Iaan 

T h i s  loan was granted by Banex Bmk.  The t o t a l  amount was 

$ 1  051 138, and the term paurnent i s  seven years includinq t w o  o f  grace. 

General Information and Performance o f  the loan 

Hotelera R. M. del k t tan t ico  started as small restaurant w i t h  four 

cabin hotel in the beautiful Pac i f i c  shore. Recently w i t h  the AIR loan the 

hotel bu i l t  7 cabins (French style), w i t h  green-areas, bar, swimming pool 

and other faci l i t ies. 

The company received a to ta l  of $8 1 and $126 thousand during 1989 

and 1990 respectively for  i t s  activity, and also increased the labor force 

employed i n  at  least 9 people up t o  1990. 

It i s  also attending regular1 y the i r  l iabi l i t ies,  included th is  loan. 

- - 

Perspectives 

TRE company expects t o  have a revenue o f  a t  least $ l 3 O . O O Q  in  199 1 

Now, i f  we considered a 60% use o f  the new cabins during 1990, t t i ~  

zstittsslr: GT' 8ddi tional foreign exchange attr ibuted t o  the loan w i l l  be 

appmxirssateiy $60.000 i n  199 1. Total workers are also expected to 

incwm t o  13 duting 19N1 due the a c t i v i t i e s  qeneratecl by the ne1iY 



invest-rnent. Furthermore, in  general the Hotel has been generating 

emptclyrnent linked t o  tourism around the area because local small 

investors are developing business there. 

I- PRODUCTORA DE CERDDS DE LA ZONA ATLAHTICA, 5. A- 

<Pi?OCEAj 

Terms o f  the loan 

This 1oar1 was granted bq Banex Bank at the stipulated interest rate. 

Tern payment i s  5 years, including one of grace. The total amount was 

$l2S.OOO. 

General Information and Performance of the Loan 

PROCEA i s  a "guanabana' exporting company, besides the production 

of hogs for the national market. They received the loan in  February 1990 

in  order to f inish financing fixed investments for  the plantation, and solve 

liquidity problems. 

This company i s  s t i l l  carrying on a serious liquidity problem. The 

A i r  Loan i s  90 days interest past due ($3.645). Another loan of $205.000 

qranted on August 1988 to PROOCEk by BAfilEX International i s  240 days 

pztst due {$35.400). Th is  situation i s  the result of various factors: 

a) The owners t-r-iade addi tional investments to  the quatiabana plant w i th  

cash flows surplus; 

ti) The size of ttie plant i s  600-700 PIT crf pulp per year and the actual 

capacity uti l ized was 160 MT in  199F and an estimated 340 MT in  



133 1, which means that the Plant i s  operating a t  around 27% - 50% 

o f  capacity; 

i;) The level of exports o i  guanabana projected did not material ize due 

t u  fungus disease i n  the plantation. In 1990 the company exported 

$70.000, which d id  r iot permit  to  achieve a projected super-wit of 

8 109.000 aiter interest and taxes. Corrsequently, the prulect i s  not 

generating the income required to  operate and service i t s  debts. 

0r1 Ju1q 1990 BANEX restructured this loan. It i s  expected that 

between Narcti and May of 199 1 the company wi 11 export an estimated 350 

TM valued at  $350.000 t o  Puertu Rico, through Goy& Food, Inc., transaction 

that will permit PRQCEA t o  clean i t s  finances. Otherwise legal action w i l l  

be taken, as expressed by BANEX Credit Manager. 

Perspective 

In  1990 they used no more than 50 people i n  the guanabana 

production w i t h  higher picks o f  80 people in  the harvesting time. For 199 1 

they expect to  have no less than 50 people employed w i t h  s imi la r  seasonal 

or temporary number of workers. 

Foreign currency generated by them may be to ta l l y  attr ibuted t o  the 

loan, since they real ly s tar ted t o  export after the loan was disbursed, and 

considering that without investing i n  a freezer uni t  the export would be 

impossible. However, i t  i s  impartati t  to  stress that the whole pro jec t  

ne~ded several years o f  research atid ti long  election process t-o ubt-ain the 

best varieties of f ru i t s  and f ina l l y  ttie trees need a t  least 30 rrionth t o  

produce con~rnercial quarrti t ies. 



The company i s  workinq actively makinq contacts with local 

producers wi th  the purpcw of buying production to increase the level o f  

export volume. During 1988- 1 989 sales of guanabans were insiqnificant 

as the plantation was i n  the phase of developmer~t. During the period 1969 

- 1390 i t  i s  expected that t-he activity of the guanabana w i l l  trecc~rne mure 

ifiipfti3rit. 

Terms of the Loan 

This 'loart was granted by lrtterfin Bank. Term payment i s  seven 

years including two of grace. The to ta l  amount was $350.000 

General Information and Performance of the Loan 

Hules Tkcnicos, S. A. i s  an industry which imported computerized 

machinery to improve and increase the export production. This company 

was working for the national and Central American market before 1982, 

ther-eaf ter it was restructured to  export to USA principally. 

The aniount o f  exports helped them in  part t o  finance the transition 

period, but de f in i te l y  the A t 2  loan received a t  the end of 1989, was clue t o  

comp'ieie the res t ruc tu r ing  o f  the company and t o  improve the quality uf 

proauction. 

Howdays, the factarq i s  worki rig 360 days a year, wiritti four shi f ts a 

6as: &-. ~i i - id  380 workers, 't!I-i~ generate approximately $10 mil l ion a gear, and 

:he t s  attended on time. 



Perspectives 

extra regional markets. Fo r  1991 they expect 

nutrtttet- of workers, arid tu export $ I4 million. 

be workirig a1mu.r-t a t  f u l l  capacity.  

The company i s  def ini te ly an outstanding rriodel to be imitated, and 

an excellent example of  industrial companies restructured for- exporting to 

the same 

irtet-q wi l l  

Terms o f  the loan 

This loan was granted by Interf in Bank. Te rn  payment i s  six year 

including two of grace, and total amount was $450.000. 

General Information and Performance of the Loan 

Hacienda Atif fa, S. A. i s  an agroindustrial company which produces 

and industrializes coffee, sugar, cane and macadamia. Now, i n  the middle 

of these fields and a large jungle area they are building the 'Hotel Casa 

Turire'. This small hotel w i l l  have a l l  fac i l i t ies for ecotourists, without 

isolating them from the i r  business, companies, or polit ical l i f e  wherever 

they come irons because of excellent communication (phone, fax, etc.). 

River:, trails, forest, jungle, wi ld anirnals, and all the exotic 

vegetation c s ~ l d  be enjoyed by tourists without qiving up comfort, 

technuiqg arid faci l i t ies.  This i s  a different concept of ecotourism, 

esp~cii?l'lg cirientaterf t o  businessmen arid yol i  ticiaris. 





Perspectives 

The enterprise expects t o  increase the iiumber of workers Isq 30 

people in  199 1, and total exports t o  $ 1  .~OO.CJOCJ the same year. This i s  a 

very good pro jec t  which compliance very well with A l D l A l R  loans Project 

kcjreerneni . . especial114 siti t h  the quatiti t!j of  workers e m p l ~ y e d .  

Terms of  the loan 

This lcrari was grat-ited by Fedet-ado Eiarik. The to ta l  amourit. was 

$336.000. 

General Information and Performance of loan 

Administracibn Grupo Tres, S. A. i s  a variety of 

ecotourism/ecoadventure developed in Guanacaste, i n  the North part of the 

country. In the middle of vegetation and jungle, close t o  Cote Lake, they 

prepared all fac i l i t i es  for  tourists who love rus t i c  cabins or campinq. 

During a week or more the tourists are busy w i t h  d i f ferent  adventures, but 

isolated from the res t  o f  the civi l izat iort.  

The project  s tar ted l a s t  December 1990, and i t  produced only 

$23.000; &tit i t  was good for- just a rncrt-itk. 

The constructiot-i dm-natided the work of a t  lew! 15 p~opl"i:i-irig 

l r j 9 3  and the project  itself tieeded 29 people since fdoverrsber; the samE 

ririmber wi31 be kept in  199 1 .  The cornpariu --. i s  well orqariized, in q i f e  t ha t  

t t ie  project . - i s  a start  up. They have contracts with Canadian atid other 



foreiqn companies that  supply them w i t h  tourists. The AIR loan was verg 

well received and, i t  i s  very l ikely that without it, they would not have 

started the business. The losn i s  paid on t ime. 

Perspectives 

As pointed ou t  before, t h e  company i s  workinq verq well. For  1991 

t h y  expect t o  have $622.000 i n  revenue pr incipal ly w i t h  people from 

Canada and Germany. They are also planning to expand their public 

reiatir~rts and mat-keting pt-oqrarn, which looks good for  increasing their  

revenues. 

N- HOTEL DE HONTARA RAGUlL. S. A. 

Terms of the losn 

This loan was canf erred by Banco de Comercio. Term payment i s  4 

yews including one of  grace. Total loan w a s  $149.535. 

General Information and Performance of the loan 

Hutel de Montafia Maguil, S. A. i s  an ecotourist project, located in a 

verq rural area named Guatuso. 

With the AIR loan was expected t o  build 7 rooms, but f inal ly w i t h  

Sli=i,.- r i . , i t i  -..-‘ s funds there were b u i l t  10. The loan f ina l l y  f inanced part o f  the 

cc+=ct+- I , ~ . - ,  , il-tiori, r a cat-, and the road of access t o  the hotel. 

The loan i s  past  due 256 days, and there are not expectatives i n  the 

short run fur ttiet-ri t o  update it. 



The company i s  carrying on serious l iqu id i ty  problern, and i n  our 

opinion ii theq do not restructure the debt, or look f o r  enterprise partners 

i t  is very l ikely that i n  short t ime they w i l l  go bankrupt. This problem 

was the result of the fol lowing factors: 

a ) The t ~ u i l i t i r ~ q  was finished arid conditicitied i n  September of 1990. 

The deieqs were due t o  problems between the banks with t t ie  

irisiiqulatiori procedures. 'dt'ien t heq f i n a l l y  disbursed the f i r s t  par-!, 

i t  was all-eadq winter  time arid the access t-u Guatuscl was alniost 

impossible The transport needed to tie made by trucks t-o certait-I 

point, where everything needed to  be storaged unt i l  an ox cart  a!- 

jeep came to f in ish the journey by several t nps .  The costs and the 

construction t ifne obvicrusi y increased. 

ti) An additional problem i s  that the foreign contact f o r  supplying them 

w i t h  tourists fai led t o  do it, and when they t n e d  t o  contact other 

groups af ter  September 1990, the companies were alreadq 

committed t o  clther firms o r  groups. 

These problems could be detected and prevented by the Bank lender 

and the manager w i t h  more planning, better marketing and rnrrnagernent i n  

qeneral; however, i t  seems they are learrtitig and star t ing w i th  this 

experience. 

Perspectives 

The ccfmpanu ., - just pt-~drrced $2.005 i n  1990 and fu;- i 991 t.t-{eu .-, expect 

@ * F,7 T--- 4~b~L.0Es0. I k s e  are '=:erg low at-riol_riits t o  t-ightly attend the Hotel and the 

.-.i.; ;+..-..-. corripasi~ lidi LIC:~. Theu hsve 1 Ui peopie ~ m k i n g ,  btii a t  this time there 



are rtot f ixed inf lows of tour ism t o  the project. The enterprise i s  

definitely facing problems and need to  improve i t s  management. 

0- GANADERA SkN JERONlMO I ALItrENTOS DE COSTA RlCA 

EEat-tccr Gwrmrrii rnsde two klR funded toaris, one t o  each companq, 

triangulated them wi th  PIC. 

Bath credit taim-s belong t o  the prominent Grupo Ganadero Industrial 

and were set up i n  1983 t o  engage i n  the cult ivation and export of  melons 

to the USA. Though they are legally t w o  separate ent i  ties, they are taken 

together fo r  reason of our evaluation since, we understand f rom the 

Manager of Banco Germano, the main reason fo r  the establishment of two, 

as opposed t o  just  one cornpang, was t o  get around the $500.000 l i m i t  an 

one borrower set by the 'reglamento". The combined total  lent w i t h  AIR 

funds was $738.000. 

Banco Germano's legal lending l i m i t  would also have prevented i t  

f rom giving $738.000 to  one borrower. 

Both companies, we are told, share the same assets, produce the 

same product and have the same management. Additionally, theq share the 

same col lateral  and area guaranteed by the Grupo Ganadet-u. 

The f i r s t  loan t o  Gatsadera San Jerbnirno, for $456.000, granted irl 

August 89 fur one year was prepaid three months ahead u i  rnaturity as the 

parent had, then, an excess o f  cask. The second loan fctr $280.060 was for  

f i v e  years including t w o  of  grace and i s  s t i l l  outstat~dirtg. 

As new ventures, the two compstiies taken together are s t i l l  



showing R loss. AS against combined projected sales of $6 17.000 io r  

1990, they sold $416.000 netting a loss of fXl.OO0. Through better 

prcrducticiri methods, theg expect to maintain their workforce in 120 f o r  

199 1 and increase their sales t o  $500.000. Given the strength of the 

prsmoters, we expect these gasfs t o  be af.f-sinshIe. The rsvailatsilif-IJ of AIR 

<' ? . A '  - ,d,tuttiq m ~ i j  well have beeti ti f a c t o r  i n  the settinq up ~f these ne-;:, 

+ f  , h~tures ..-. t o  engage in the production and export of th is  nori traa'itional 

product, melons. 

A note on the triangulation wi th PlCI5lCSk.  As the latter two 

institutions did nut feel fully comfortable w i th  8anco Gerrnhrro as 6 credit 

risk, they insisted, and obtained that the tangible support given Banco 

Germano, be endorsed to PIC and by PIC to BICSA. According to Germano's 

Manager, PIC and BlCSA agreed to triangulate only after getting this 

assignment and only after considerable time and negotiation. As we 

stated in  the Triangulation' section, this practice by a triangulating party 

goes against the philosophy of the AIR project and shouldn't be used i n  the 

future. 

P- tWDUSTRl AS LUTHMAR, 5- A. 

Terms o f  the loan 

This losn was conferred by Gern~ano Bank, for  ati srnount of  

6 A A,-, .8E;c-id51. Term psyment is 5 years including 2 of  grace. 



General lnforrnation and Performance of  loan 

lndustrias Luthmar S. A. i s  a prosperous industrial cumpany which 

used  the AIR. loan to  expand their  building, t o  buy some sewing machines 

arid a truck. They are dedicated to  produce tex t i les  and baby's clothing. 

They t-eceired the loan at the end ~f l9W; therefore, the e f fec ts  of 

i t  w i l l  be perceived th is  gear. The tota l  people working there was 125 in  

1969 and 156 in  1990, when they exported $520.600 and $2 m i l l i o n  each 

gear respectively. Ttieir loan i s  paid up to  date without protslet-r~s. 

The company expects t o  increase the i r  to ta l  exports in  $500 

thousand, using from 20 t o  25 more people during th is  present year. Their 

exports are sold mainly t o  the Caribbean Islands, and there are not 

prutratsilities of risk in the project. 

Terns of the loan 

This loan was granted by Germano Bank. Term of payment i s  5 years 

including 2 of grace. The to ta l  loan was $376.148. 

General Information and Performance of the loan 

Agiimo S. A. i s  a growing agroexport company. They export t o  USA 

and Europe products like "chay ote, gum, gengi bre" Csquash, yucca, gi tiger) 

atid o t h ~  

With t h e  AIR loan t-eceiwb oti Septetnhet- 26, 1990 t h q  - are truqitsq 
L L 

arid iristalliny a f r ~ e z e r  unit which allows ttieflrl t o  freeze arid siaraq~ 



products t o  export t o  Europe lowering the high risk of lasses of product. 

The loan i s  up to  date and they ere not having problems with any of 

their l iab i l i t ies .  

Perspectives 

The cornpanid is planning t o  export approximstely $ 1  million durinq 

1391, from which a', least $800.000 may be product oi  the new 

investment, using at  l e a s t  70 more people. T ~ E !  loarr also allows them t o  

iricrease the poss ib i l i ty  of buying products t o  export f rom approximatelu v 

30 small farmers and 3 packing plants in  the i r  neighborhood. These 

additional suppliers have a t o ta l  o f  400 people working and the packing 

plants Rave 65 employees. 

Summarizing, Agrirno, S. A. i s  a prosperous company, tha t  in spite of 

working with perishable products, i s  projecting and planning the i r  

perfomance very well and producing an important  regional impact. 

R- AMERICAM FLOWERS CORPORATION 

Terms of the loan 

This Ioan was conferred by Bancoop Bank. Term payment i s  six years 

rrrcluding one of grace. The total amount was $172.000. 

General fnforrnation and Performance of the loan 

American Flower Corporat ion i s  an agr-oexport ccltlspany wi th lorig 

s:-..pet-ience in this field. They have itibrestmetits i n  other Central Americati 



countries, growing f lowers  and ferns for  export. 

However, the AIR Iuen encouraged them to s ta r t  another fern project 

i n  s new area i n  Costa Hica. This new project started ending 19'38, but 

because ferns need at least  9 months af ter  planted t u  be commercially 

exportable, the ef fects  in additional foreign exchange began t o  be 

;tet-ceived in 1990, wi th  approxirrrstely $ I 5O .OOQ.  

The effect in labor for-ce in i t iated since 1989 wt-ier-I workers s tar ted 

t o  prepare the land and construct the necessary nursery plant and uther 

infrastructure. There are 30 people employed i n  1989, and fo r  1990 and 

139 t they are employing 3 1 workers. 

Perspectives 

American Flower Cow. i s  an experienced business, and there are not 

higtt probabilit ies of r i s k  a t  all .  They are planning t o  increase the i r  

exports in 199 1 to $200.000 and a t  least t o  keep thei r  3 1 employees in 

their new farm. 

S- CARIARI HAGN€TICOS 

Terms of the loan 

This loan term payment i s  six uears iticluding one fsi grace. This was 

a sgndicateii loan between Cuntiner-ital and Federado Banks. T t i ~  t0:sI 

arnount wss $344.000. 



General Information and Performance of the loan 

Cariar i  Magneticos, S. A. expects t o  start working after July of  

f 991. They w i l l  assemble computer parts, using high technology and 

trained lab& force in  Heredia in the Central Velley. 

The AIR loan was clue t o  the investors because they perceived i t  as 

an additional stimulus compared with the ones alWiatlle in other countries 

where they considered t o  motre a t  f i rs t .  The pro ject  i s  new and theq are 

paying the loarr on time. 

Perspective 

The Project Manager expects t o  start operation with 100 workers, 

and t o  finish the year w i th  300 o r  350. In 1990 the warehouse 

construction used a t  least 20 people permanently. 

During the f i rs t  6 months of operation in  1991 the total exports are 

projected i n  $1 million, though the f i rs t  ful l  year i s  expected to produce 

$3.5 million. 



- 

V11. SUMMARY AND CONCLUSIONS 

1. Private barking in  Costa Rica i s  a relat ively recent event, evolving 

over the past decade i n  the context of  the Structural Adjustment 

Program, whicti also involves the pt-orrsotiun o f  f i~ r t - t rad i t io rml  

exports. The AIR Project was desiqned tcr pruvide the prii.;ate local 

Oankirica .. siistern .- with very scarce, long-tertri, dollar furids t~ finance 

tion-traditional exports. 

2. As original ly designed, the Pro ject  was restr ict ive, as t o  sectors, 

ef i g i  ble expenditures, tenor and procurement. Furthemore, irti t i a l  

disbursements were S Z O W  due t~ the avai labi l i ty o f  alternative local 

currency sources of long-term funding a t  the Central Bank. As 

borrowers and lenders .preferred colones, t h i s  availabi l i ty caused 

the banks t o  reach the i r  l i m i t s  i n  the i r  accessing t o  Central Banks 

funds (Art ic le 63). 

3. Later amendments were made amplifying the range of act iv i t ies that 

could be financed, reducing the minimum tenor and maximum rate 

and introducing 'triangulation', which obviated the restr ict ions of 

Art ic le 63, and improved the access t o  AIR funds. 

4. Subsequent1 y, there was an appreciable drying up of the availabi l i ty 

~f Iucal currency f it-lancing which made these funds more a t  tractive. 
- s. Indewxident o f  whether o r  t iot farig term lcrcsi cut-t-etscy f inancir~g 

becomes again more easi ly  iav~i lsble,  we believe this pro jec t  has 

helped t o  bring about a change i n  at t i tude un the par t  of ti-E pi-liratr: 

banks as well as bort-owers who produce foreign exchafige. Tti is i s  



principally due to the expertise that theg have gained dealing w i th  

this project: both, tjanks and sub-borrowers, realized that as loriq as 

tileu - produce foreign exchange, they w i l l  not f ind  problems t o  repay 

the  loans. 

The d~obl igat ion was premature. We determired a potential backloq L 

of ai-ound $15 MI1 tcr 43 borrowers. I f  funds were t o  be wVlailatile 

now, the program would l i ke ly  be used more dynart-tical t y. 

Even though manq uf the compsnies are new arid the laarts are 

refatiirely recerrt, the in i t i a l  results in  terrrts of the amount of 

exports, employment, people supported and value added, are quite 

significant i n  relat ion o f  the size of the AIR Project ($7,6 million). 

8. Individual analysis of banks shows some posi t ive results i n  

long-term loan evaluating capabilities, plus putt ing more assets on 

the books, banking cooperation (one syndication) as .-well as 

competition among them, part icular ly i n  l a t t e r  months of the 

program. 

3. Some companies did not comply with AID procurement policy. O f  

these, three were requested to return the amount borrowed of $1.1 

million. 

10. ks f a r  as credit compliance, f i ve  companies are past due. The 

situation i s  c r i t i ca l  for  twcr of these companies tha t  recognize 

failure i n  projected exports. Nevertheless, the bank were supposed 

t o  take risks under this proiw!. 

% I + I .  Smr?  pizjeets have protitems related t o  niarketii-ig snii matiagemerit; 

however, both banks and borrowers have g a i f l ~ d  experience in  lending 



arid taking credit i n  a ccrmpetitive environm~int. 

12. Considering the Project has been in  existence for only four of the 

twenty f ive  yesrs of i t s  l i f e ,  the multipl ier effect i n  the yesrs t o  

come will magnify i t s  impact fa r  beyond the resul t s  achieved so far. 

13. Central Rank of Costa Rica complied w i th  the tenr~s of the Loan 

Aqreemerit as far as conditions precedent However, i t  has not 

~orr~phed ful ly wi th  quarterlq reportinq requirements (Clause 6.1 E 

A r t i c l ~  V! of  toan Agreement) and tncre important, i t  has fa i led t o  

tmake reflows available 40 the private bank5 (Clause 6. t Ei Article Vi). 

14 f tie Training and Technical Ass~stance Component was deobligateif 

because some legal impediments found after the agreement was 

signed. Under these circumstances, i t  was not possible to propose a 

global program f o r  all banks. We believe that such a program would 

upgrade banks' analysis capability, elthough i t  didn't affect the 

results of the program. 

:5. The majority of the companies financed w i th  these funds, are 

successful. At  the same time they have produced a significant 

tsrnount of foreign exchange, employment and have developed high 

value added projects. And these are the f i rs t  stages of a 25 years 

program; for this reason, the final results w i l l  be much better i n  the 

total period. 



V I  I I. RECOMMENDATIONS 

Implementation 
date 

The Cetitral Bank stilsuld release the funds 
from the recupemtioris reo~ ived  frotn the 
iCls. We understand almost $2 million are 
now "f r ozm"  6-30-9 '1 

Central Bank sl f~utd subrnlt reguirjrly the 
quarterly reports on the loan project 
progress immediate 

If triangulation remains necessary, eliminate 
one of the intermediary institutions 9-30-9 1 

For future channeling funds fo r  private sector 
Central Bank should be avoided. Instead of it, 
funds could be managed through an acceptable - - 
private institution such as PIC or any other 
founded i n  the future 

Quarterly Progress Report on individual borro- 
wers' financial situation from Bank information 
and project site visits, if deemed necessary 

A semi snnual r e p w t  on achievements of 
economic objectives f exports and emplcq- 
men% gerterated) 

All  31 pt-ojects shisulij be visited once s year 
treginnirtg wi th  largest projects, following 
with ri-tedium arid stnail size projects As f oon 65 

pcrssible 



6- The attached "Prrsiect Monitoring Control 
Sheets" will enable assigned Mission s taf f  
t o  keep data update. AID.r'OPS Costa R i m  
t-i~ust update, a t  least, the table "General 
Skat is t i cd  Information of t h e  AIR P ro jec t "  
(Table i- 1 o f  th is  report) once every s ix  
riiilirtt hs on qoinq L .- 

3- In futrtre proqrarrts, before including f u n d s  
f tlr grants, t t ie legai opiriictti cst the Central 
Eank should be asked to pi-ewtt ft-cim 
impediments 





ANNEX I 

TABLES 

AIR Project: general statistical informatiwi 

AIR Loans bq company and econot-iiic sector  

AtR Loan bq eccrtlornir; sector- 

Loaris to cornpat-lies witl-I 3 or less years of e x i s t ~ n c e  

ioan w i th  2 or less years o f  tenor 

Project wi th bsses 

Project w i t h  negative net worth 

Level of coverage by bank and borrower 

Costa Rica: tradi tional and non-tradi tional exports, free 

zones and tourism 

Costa Rica: Non-traditional exports by economic sector, 

maqui 1 a and tourism 

Costa Rica: Non-traditional exports by ecotmmic sector, 

maquila and tourism-percentages 

Costa R i m :  efriployment in  non-tradi tionat products for 1989 

Results of the interviews wi th the borrowers 



TOTAL (50b01 Et IF! 
LOAH 
2 T. 
COST 

------------ 
TOTAL M R  PROJECT 

SECTOR BOkRDUERS FINAL BORROWER C0H.T COST ----- ------ 

ORNAR. TEHPJSRUE 91 152 
FINCA NABORI 105 242 
C.R. FLOWER CORP. 172 450 
IADRES DE FLORES 500 1350 
FINCA BUMHY 120 276 
A? IRENTDSDEC.R .a l  280 1140 
RAMCHO HUEVD 84 408 
6ANAD.S. JERONIKO a /  45& 1148 
A6RIN0 376 751 

PRQCER S.G. 125 816 
FINCk LJNEC! VTEJA 50 140 
INV. REALTYCD 147  225 

f NDUSTRY 

FOSFOR. CDNTH4EISI. 100 150 
SERV. 6EN. OESTE 180 260 
EATON COfiTROLES 200 500 
CIA. TEXTiL C.A. 275 525 
PLASBRNA 500 850 
TEhlERIA PRlHENCA 3 0 0  945 
HANUF. J.P. NINA 149 392 
TEXTILES ESSEX 15 25 
INDUST. LUTHHAR 449 692 
CORP. COSKOA 500 1500 
HOTORES RIVERR 86 137 
CRRIARI HAGNETIC, b l  343 4250 
HULES TECNICOS 350 500 

SERVICES 

HACIENDA ATIRHO 450 757 
HOTEL HAGIL S.R. 150 220 
C,R. EXPEDITIDN 150 1500 
Z.F. #ETROPO?IT. 500 2700 
HOTELERA F: I-; 107 220 
f i D M K .  6RiJF!J TEES 338 ' 483 

NDTES: 
a/: i t  is  the sane project 
bf: syndicated loan : Contin~ntallFederado 

Source: Air Project: General Statistical Infor~ation 



SECTOR 

AGRI CULTUR3S 

AGROINDUSTRY 

INDUSTRY 

SERVICES 

TABLE 1-3 
AIR LOANS BY ECONOMIC SECTOR 

TOTAL ($000 ) A I R  ------------ ($000 I 
LOAN ------ 

TOTAL A I R  PROJECT % T.  OUTSTAN 
BORROWERS COM . T COST COST DING 

TOTALS 31 7655 22534 34 6182 

Source: A i r  Project: General Statistical Information 



TABLE t 1-4 
LOANS TO COKPANIES #ITH 3 OR LESS YEARS OF EXISTENCE 

AtlflENTOS DE C.R. bl 
6AHAD.S. JERONIRO b l  
HOTEL M6IL 5 . k .  
FLASBAEA 
4DHIK. fiRUP0 TRES 
HIICIEKUA ATIRRO 
CIIRIRRI IIAGWETIC. a/ 
ORNIIU. TEHPISQUE 
TEXTILES ESSEX 
RMCHO NUEVO 
nCTORES RIVERA 
CfMP. COSKOA 
FIWCA BUNNY 
Z.F. NETRDPOLIT. 
FIHCA LINEA VIEJR 
IIANUF, J.P. N I M  
M D R E S  DE FLORES 

Bgricui ture 
hgriculture 
Services 
Industry 
Services 
Services 
Industry 
Agriculture 
Industry 
Agriculture 
industry 
Industry 
Agriculture 
Services 
Agroindustry 
Industry 
Agriculture 

Building/sachin. 
W ~ r k i n g  capita! 
buiiding/Work.Cap. 
Hachinery 
Equipnent 
Cabinf rest 
Factory building 
HachlLand prepar . 
Machinery 
Seedlplantation 
Pre-operat/rachin. 
Plant construc 
Fern wl tivation 
Building expans. 
Pala cultivation 
W,K.lplant expans 
f ernlconstruct. 

n.a.: not available 
a/: syndicated loan: ContinentallFederado plus $100,000 Bank of Rnerica Stand-By 
bl: this is i h e  sate project 

Source: Air P r ~ j e c t :  General Statistical Infcmation 



TOTAL fiC0001 A I R  --- ($Do0 
LDAW -- JOBS 

FINAL BORRWER SECTUR PURPOSE LIR PAOJECT I 7. TEWOR FOR.EWCH ---- Z C.R 
CW(.T WST WST YRS PRDJ. P R V.MD 
-I I- -- -- --- - - - 

GAWAD.S.JEROWNI0 

f 
FOSFOR. CDRIWEHT. 

i CIII. T E ~ L  c.1. 
ENOX COrnWS 

r 
TEITILES ESSEX 
THERIA PRIHElfl3 

TOTALS 

4griculture Yorking capital 450 1148 40 1 1130 230 120 90 
Industry Uorting capital 100 150 67 2 200 20 20 b0 
Industry York capital 275 525 52 2 2100 SO 50 70 
Industry Yorkinq capital 200 500 40 2 50 15 10 I 
ladustry Lchinwy IS 25 60 2 800 2% 23 W 
Industry Lchin/plmt expan 300 945 32 2 100 25 26 60 

Source: Rir Project: General Statistical Inforration 

.;. 
L1 
i :  



TABLE 1 1-6 
PROJECTS Y ITH LOSSES 

MDRES OE FLDRES 
lLlHENTOS DE C.R. 
CORP. COSKOA 
Z.F. )IETRDPOLIT. 
R W O  MVO 
&A FLWER #RP* 
I W U F .  J.P. WIW 
F I E 4  lWBORI 
FlWCll LINE4 YIUR 
TEUERII PRIllElfM 
F I r n  BUWWY 
WOTORES RIVERA 
HOTELERR II I 

Apricul ture 
Igrimlture 
Industry 
Services 
Agrial t u n  
4gricul ture 
Industry 
Agriculture 
Aproindustry 
Industry 
llpricul ture 
Industry 
Senices 

ftrn/construct. 
Building hachin. 
Plant canstruc 
Building txpans. 
Seedtplantation 
Fern a 1  tivation 
Y * K m f p l ~ ~ t  R X ~ S  

Plant cxpansim 
Palm a11 tivation 
Hachinfplant expan 
Fern cultivation 
?re-operat/racbin~ 
Cabinstpool 

TOTALS 2953 9920 b674 1221 1026 

[... 
Source: Rir Project: loneral Statistical Inforration 



TABLE t 1-7 
PROJECTS PITH NEGATIVE NET WORTH 

TOTAL (40001 t SO00 1 ------- TENOR -- JOBS 
FIN& SDRROUER SECTOR PURPOSE AIR PROJECT ---- F.EICH. -------- I C.R 

C0ff.T WST YRS 6R PRDJ P R PIADD --- --- - ..- - - - --- 

C.R. FLWER CORP. Agriculture Fern cultivittion 172 450 b 1 250 77 77 90 
ALIMEWTOS DE C.R. Agricufture Bulldingirrchin. 280 1148 5 2 1430 230 120 90 
HRDRES DE FLORES Agriculture fernlconstruct , 500 1350 6 2 100 70 100 95 
FIKCA YABORI llgricul ture Plant expansion 105 262 7 2 500 55 22 35 
I W F .  J.P. l IM Industry Y.K.lpllult rxpanr 149 392 S 112 800 150 125 35 
flOTMlES RIVERA Industry Pre-oporat/rxbin. 86 137 5 1 25 9 9 25 

Swrce: a ir  Projectt Seaera1 Statistical Inforaatian 



FINW BWW Rgricultue  
FInCA LINER V I U R  Figmindustry 
F I m  NRBORI Flgricultvr 
llFlOaS OE FLORES f3gricultu-e 
SEW. 6Eti. OESlE Indurtry 
Z.F. ETRWLLIT.  Sowices 
C.R. EXPEOITIDN Services 

G E R H R N O  1563 1105 1927 123 

B A N C O O P  172 120 lOOQ SB1 

C.R. ROKR OORP. Agricultvll in 120 1000 SB1 

PL)IS8RNR industry 500 500 650 130 
RmCHO WRlO ~ i w l t v e  84 84 83 99 
HOTORES R i m  Industry 86 86 86 100 

PROCEA S.R. RgroinQstry 1 25 125 125 100 
T-IR PSCIPENCR Industry 300 128 3M3 100 
HOTUERFI R H Services 107 88 100 93 
M W .  J.P. NINA Industry 149 1 29 250 168 

CIR. TEXTIL C.R. lndustry 275 183 275 100 
HRCIENDft RTIRRO Services 450 450 450 100 
HLB+S TECNICOS Industry 350 200 350 100 
EATDN CONTRUES Industru 200 70 200 100 
CORP. COSKOR 1ndustt-y 500 500 500 100 
J M .  REW-TYCO Rgroindustry 1 47 26 147 100- 

a/: s y d r c i l t c d  lozc~ Cwrtinentalfiederado plus 8100,000 Bank of Rmerica Stand+ 
W: this is Uie same project 

Sou-: R5r b j e c k  General Statistical Information 









TABLE No. 1-12 

Costa Rica:  Employment in non-traditional products  f o r  1989(L) 

S e c t o r  

Agropecuary 

Industrial 

4groindustrial 

( t )  Companies w i t h  E x p o r t  C o n t r a c t  

Source: CENPRO 

Amount 

16425 

32404 

1608 

50437 





i LIST OF INTERBIEUCERS 



BANKS 

LIST OF INTERVIEWERS 

CENTRAL BANK OF COSTA RIEA 

Uscar- Salszsr Montercr Deputy Director, Financial bepartmerit 
W l l i a m  Mate Head, I h t i u n r i l  Operat-ims Section 

Uscar Rodriguez 
Gabr~ela Ftores 
Fernando Alvarado 
Hbctor Hernhdez 

Luis Li beman 
Ana Lucia Cdrdoba 
Carlos Ortiz 
Helga CBspedes 
Rashid Alice 
Gerardo Abarca 

Francisco Lay 
Jorge Osbame 
Eugenia Arguedss 
I-fi gue? M o ~ g e  

Ramfin Luis C~?&:'ES 
Luis F. A r q a  H. 

General Manager 
Deputy Credit Manager 
Credit Officer 
Credit Officer 

General Hanager 
Deputy Credit Manager 
Credit Officer 
Credit Officer 
Credit Qf f i cer 
Credit Officer 

Deputy Manager 
Deputy Credit Manager 
Credit Clf f i cer 
Credit Officer 

Credit Dir -~ctor  
Credit Officer 



BANCO lNTERNAClONAL DE COSTA R I C A  

Josi! Barin Soto 
Juan Carlos Hert~bndez 
Javi e r  Espi t~oza 

Jatt ier Fillcry Esna 
Edgar Soto Rarnero 
kdblfo Arkvalo H. 

BANCO GERMAN0 

Josh Angel Rodriguez 

BANCCI FEDERADO 

Sai l  Weisleder 
A1 f onso Ji rnknez 
Jorge Saborio 
Oscar Mora 

BANCO DE COFISA 

William Phelps 
Fernando Qui r 6 s  
Eonzalo Ectieverria 

BAfiCO COOPER A T  I VQ 

Ger~eral Manager 
Head of Credit 
Loan O f f i c e r  

Assistant General Manaqer- 
Credit Head 
Credit Uf i i ce r  

Manager 

Geneml Manager 
Credit Head 
Credit Executive 
Credit Executive 

General Manager 
 red; t Head 
Account Executive 

S~neral t-lanager 
Asisstant General I-lanaqet- 
Credit Head 
azziiiii-.. Execiitive 



PRIVATE ItWESTMENT CORPORATION 

William Hagden 
Luis Alberto Brer~es 
Jorge Scito P e r e i r a  
Lucy Villalobos 

General Manager 
Operations Off icer 
Cant  r o l l e r  
Deputy Project  Manager 

Sandra +$;ill a Econot-riic Studies Cfepsrtrnertl 



BORROWERS 

LIST OF INTERVIEWERS 

GANADERI A SAN JERONIMO 
ALtHENTOS RE COSTA RlCA (GRUPO GANADERO) 

J. Joaquiri Valencianu Z. Assistant Treasurer 

f #DUSTRIA LUTHMAR 

Alvaro Puesada C. Vice President 

Diego Escarriola A. General Manager 

ZONA FRANCA HETROPOLITANA 

HOTORES RIVERA 

Gui t lermo Rivera 
Henq Gbrnez 

Financial Manager Assistant 
General Manager Reliability Inc. 
General Manager Assistant Reliabi 1 i ty  
I nc. 

President 
Administrative Manager 

Financial Manager 

FLAMTA MADRES DE FLORES 

Rod31 f o Sat gad0 President 



HOTEL MAGUIL, S. A- 

AHERICAY FLOWERS CORP. 

f-lichael Thomas 

President 

Off i ce  Manaqer 

CAR i AR l HAGMET I CDS, S.A. 

Liz. Carlos Torres President 

COST A RlCA EXPEDITIQNS 

Lic. Michell Stuart Kaye President 

HOTELERA R, H. DEL ATLANTICO, S.A. 

Reni Masuell e 
Jose Rodriguez 

PROCEA 

Gerald Simon 
Juan M&xiez Vargaf 

President 
Accounter 

President 
Partner 



Carlos Morales 
Luis Morstes 

2. I-::. Lee 

President 
Manager 





Gufa de Evaluacion de lo8 prbtamoe otorgados a'loe Baneoe 
Privados para su repase a empreeaa nuevae y exiatentes que tengan 
contemplados proyectos de expansion para incrsmentar 
exportacionee no tradicionales a terceroe mercedos, dentro del 
Convenio de Prestamo entre el BCCR y la AID para la Reactivacion 
Agricola e Industrial (AIR PROJECT) ................................................................ 
I. N O M B ~  DEL B A N ~ :  

No. prestamos otorgados con fondos del AIR Project 

Monto Total: US$ 

Logr6 el Banco acceso oportuno y suficiente a 10s recurs08 
de la Linea de Redescuento del  BCCR? 

Qub m6todos de promcibn para eetos recursoa us6 el Banco? 

Se otorgaron 10s prbstamos dentro de loe partimetros 
establecidos en el Convenio BCCR/AID? 

Agricultura: Flores ( 1 
Plantaa Ornamentales ( ) 
Pifiais ( 1 
Freaas ( 1 
Yuca ( 1 
Chayote ( 1 
Otroe 

Agroindustria: Productos aliment. ( ) 

Industria: PlcZsticos ( 1 
Metalmechica ( 1 
Electrdnica ( 1 

Servic ios : Turismo ( 1 

Qu6 tip0 de analisis se us6 para aprobar el prkstmo? 
- - - - - 

CMl ha sfdo el desenvolvimiento del prhtamo? 



Existe rnetodologia de aeguirniento del preatmo? 

CuAl ee e l  perfil de recuperaci6n de loe pr6stamos7 

Si hay problemae con al-o de 10s pr6st-e, exinte un plan 
de accih, incluyendo 8u reestructuracidn 3 

Exieten reservas para Posiblee Perdidas en estos Prbstamos? 

But5 porcentaje de la cartera total del  Banco son lols recursoe 
del AID? 

?%a1 es la diferencia de parbetros entre. un pr6starno con 
fondoe de AID y otro con recursos propios d e l  Banco? 

MeJor6 la capacidad del Banco de prestar para proyectos de 
deearrollo? 

Se fortaleci6 e l  Bmco por lo8 recureos canalieados por la 
Facilidad? 

DE!l'ALIg DE LOS PRESTAMOS 

Nombre de la Empresa: 

Direcci6n de lae oficinae principales 
TeMfono 

Principales act ividades 

Mos de dedicarae la empress a las actividadee actuales 

El Capital de la empresa es: Coetarricense ( ) 
ExtranJ ero 1 
Mixto ( 1 

Total de empleados con w e  cuenta la empresa: 

Ejecutivos ( ) Administrativos ( ) Operat ivos ( ) 

Se mantiene durante el aflo la misma cantidad de personal 
operative o se dan variaciones estacionales ? 

Se espera que la inverei6n promueva la creacidn de nuevos 
empleos? 



4. Objetivo del Credito: 

Compra Maquinaria 

Capital de Trabajo 

Materiae prime nac. 

Materiaa prime imp. 

Otros (detallsr 

5. Condiciones del Prhtamo 

Monto del Pr6stamo solicitado 

En US$ En Colones 

Si monto solicitado excedi6 limite mexlimno de US$500.600 
se justific6 plenamente? 

Porcentaje del costo del proyecto (m&. 70%) 

Tasa de Inter6s 

Plazo (incluyendo periado de gracia) 

6.  El prestatario present6 perfil de proyecto y flu30 de caja? 

Demostr6 el fmpacto que esperaba (en t6rminos de calidad, 
productividad, generacion de empleo, generacion de divieraa) 
del credit0 que solicitaba? 

Qu6 respaldo tangible se aportb? 

7. Del valor total de las ventas, cut51 o cuiiles eon loe 
principales bienes y/o  servicios que produce la empreea? 

8. Teniendo en cuenta laa paradas para reparaciones, el 
mantenimiento normal, la8 fiestas, etc. cud1 es la 
produccibn mtZxima que se puede esperar de la inatalaci6n 
existente (sin incluir el proyecto financiado con eete 
pr8stamo )? 

9. Cuando la empresa solicit6 el credit0 dedicaba au producci6n 
para vender: 
1. ( ) Mercado nacional 
2. ( ) Exportation (eapecificar principal destino) 
3. ( ) Ambos (Bug porcentlsje de la production exportaba?) 



10. El empresarfo demostr6 que tenfa mercado fuera d e l  MCCA 
- para el aumento en ventaa, consecuencia da la expaneion 

de la empresa _par el credit0 solicitado? Si ( ) No ( ) 

W l ( e a )  son - la8  principales ventdas de la empresa en el 
mercado international? 
Precio ( 1 
Calidad do1 product0 ( ) 
Fomna de pago ( 1 
Crbdito ( 1 
Pub1 icidad ( 1 
Otro 



FORMAT TO ANALYZE THE CHARACTERISTICS O F  W ICI 'S SUBLOAN 
PORTFOLIO (AIR PROJECT) 

1. Name of Banlr 

2. Total Facility's Amount Granted US$ Calonee 

3. Facility's Amount a8 a percentage of tota l  
Loan Portfolio 

4. No. of bane granted 

5 .  Ceiling of Individual Subloma 

Economic Activity product ) 

Agriculture: flowers 1 
ornamental plants ( ) 
pineapple ( 1 
etrawberriea 1 
-80 ( 1 
papaya 1 
Sru= ( 1 
chayotss 1 
other 

Agro industr id: food prooessad products 

pl~atics ( 1 
metalmechanic ( 1 
electronic ( 1 

tour ism 
software 

7 ,  Purpose of loan 

8 .  Maturity (including grace period) 

9. Inkerest R a t e  

10, Farm of Payment 

11- Out~tanding Balance 



12. Earnings from subloans 

14. Provision for Loan Losees: Amount % 

15. Documentation to be available: 

- History of Loan - Balance Sheet (last 3 yeare) - Profit and Loas Account ( l a s t  3 years) - Annual Rapart6 

16. Recording: Contracts, etc .  

17. Execution of the Transaction (who recommends, who approves 
who executdr~ 

18. Special Transactions (above ceiling, different purpoee, etc) 

1s. Credit Control 

Two main lines of control are to dietinguiehed: 

a) the control of whether the transaction compliee wfth the 
terms of the AID/BCCR Loan Agreement, and can be executed, 

b) the control of the compliance of client obligatione. 

For control of Subloan Portfolio, computer reports showing: 

- outstandines report - principal payment report 
- transaction8 - PI/T loan stat- report 

20. Doubtful/St-t Debtors (Problem bane) 

211 Problems w i t h  foreign exchange risk 

22. Credit Assesanent 

- client reputation - balance sheet - profit/losa account 
- performance of subborrower 



GUIA DE VISITA A EMPRESAS 

Fecfra : 

Quik hizo l a  visita?: 

Nombre de l a  empreaa: 

Entrevietado : PosicieSn: 

Propketario(s) principal(eel/nacion&lidad 

p. @b j s ta  d e l  presttim (incluir proyecciones esperada~) : 

2. && % represents el  pr6etamo dell c a p i t a l  de la empreea? 

3. T i p o  de proyecto: 

4. Tipo(s 1 product0 ( e  1 C incluye cod. NAUCA) 

- -  - - - - - - - 

5. 'Balm exportaciones/producto Valor ventaa/producto 

Total P&stamo Total.  Pr6stamo 

2989 1989 

I990 1990 

E991* 1991* 

6, Mercados de destino/producto (detallar %) 



- 

hpleo permanents 

Total Presto 

Empleo temporal Total 

Total Pr6et. Tot Pre 

1989 1989 

1990 1990 

1991* 1991* 

Salarios pagados 

Total 

1889 

1990 

1991* 

Uso de materias primas nacionales ( X )  

1989 

1990 

1991* 

Tomaria otro pr6atamo corn este? (Razones) 

Fecha de desembolso del prbtamo a la empresa.(d/m/a) 

Qu6 clase de estudio present6 con la solicitud? 

Comentarioe (impact0 regional): 
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