




w ?PC, Richard Derham ( 

SUBJECT : Costa R i t a  Economic ~tabilfzation and Recovery T I 1  
P M D  Amendment 3 (Project 515-0192) .7A~:a~d&&sn 

Action: Your approval is required to authorize a $60.0 million 
grant from Bcononfc Support Funds (ESP) to Costa Rica far the 
Economic Stabilization and Recovery Program III, 

Baokqround; The Econowic Stabilization and Recovery XLI 
Program for FY 1984 was approved by you on 27 April, 1984, The 
original P W  (Tab A) provided t h e  background, rationale and 
description for the overalP $70.0 million cash traneEer ESF 
program fox PY 1984 including details of conditionality and 
utilization of focal currency resources for the $35,Q million 
loan poxtfon o f  t h e  assistance. A PAAD SuppSement for t h e  
$ 3 5 A  miZlion grant portion of the cash transfer, approved by 
you on 31 July, added f u r t h e r  conditionaLity lo induce needed 
f iscal  and econonic refarms, This ESR I11 PAAD Faendment 3 
draws on bath the  original PAAD and anendments thereto, 
provides the rationale for additional ass is taxe  up to $180.0 
nillion and requests approval and authorization at t h i s  time of 
$60 =illion in grant monies in ESF funds  m d e  available u n d ~ r  
the PY 1984 suppiemental appropriation. TBe essenFial 
rationale and coaditionality for this additional support was 
included in USAI!l/Costa Rica's ESF Concepts Paper approved by 
the LAC Bureau in January 1984 (Tab 2). 

 LA - = r r  ru- guLpeaas af t h e  ESR IXI program are to provide balance c% 
payments support t o  Costa Rica and to promote t h e  ebjectives of 
economic stabilization and OSAZD/Costa Rb@a@s Caribbean Basin 
Xmplementati~n Plan by encouraging economic policy changes and 
stmctural  reforms n i m d  a t  xe-establishing dynamk economic 
growth through Ancreased exports, The iaitiai $70.0 million 
phcvided t o  date has been disbursed as a cash transfex to t h e  
Central Bank of Costa Rita (BCCR) to provide balance of 
payments support. The BCCR has made available from its own 
resources an amount oE foreign enchange e q u i v a l e n t  to tbe 
assistance to finance inports from the Unite3 States of raw 



aaterials, intermediate goode, construction materials and spare 
pats needed by the private sector in Costa Rica, The local 
cnrzency equivalent of the  $35.0 million laan, which was 
Bcpositw-3 into a special credit %he, has been used ta finance 
credit  to t h e  productive private sector, The 30ca9 currency 
@guivaXeat of the $35.0 millfan  rant is being used fox social 
and economic deveS~pment purposes jointly agwed upon by AID 
and the GOCR, 

The purpose QE t h i s  PAAY supplement is to provide cont inue4 
uxgentlp neegee balance of payments support to a i d  
stabilization efforts already underway in Costa Afca within the 
paxamekers of the ESR X I 3  Prograw, The grant w i l l  be signed 
with t h e  Goveznwent sf Costa Rica (GOCRI aad wiiE be channeled 
through the Central Bank of Costa Rica (BCCR). The GOCR w i l l  
make available fur -;ale t o  private producers the foreign 
exchange equivalent sf $60 willion t~ allow Ebz imports from 
the U,S. 05 essential raw materials, intermediate goods, 
c~nstxuctfon materiaas and spaxe parts. Because of concerns 
regarding t h e  e f f e c t s  of domestic c r e d i t  ceilings negotiated by 
the GOCR and the XMF on the use of local cuzxency, any Local 
currency generated pursuant to t h i s  act ion will be h e l d  in a 
special blocked account at the BCCR, AXD w i l l  examine the 
inplfcations of any expenditure from the Hocked account on 
Costa RicaDs stabilization pxagram i r i  consultation with the 
IMP. aID w i l l  control release of Eunds from t h e  blocked 
accsunt until a determination is made as to the most 
appropriate use of these resources. 

T h i s  PAAD (Tab C )  provides updzted informatian on the csuntryva 
1984 economic performance, justifying this request for 
additional assistance, The cauntry*~ balance of payments gap 
Bas increased substantially from projections made in early 
1984, A premature reactivation of t h e  economy from the second 
half of 1983 and the lack of c~ntinuity in t h e  GOCRgs economic 
team are the principal explanatory factors, Some progress has 
been made by the COCR: macroeconomic performance improved in 
1983, Ag~regate output grew by 1% as eompared w i t h  a 4% 
decline in 3982; inflationary pressure subsided to about 11% as 
compared with the 40% projected in t h e  1583 program and the 
1882 year-end rate of 82%: the overall public sector deficit 
was in 1983 equivalent to approximately 3% 06 GDP as compared 
with 9% in 1982 and 14% in 1981; and credit to t h e  private 
seetas iocreased by 44% in real terms in 3983 .  Also in 1983, 
private sector holdings of money and quasi-money grew by 
approximately 20% i n  real tems;  this unusually high growth 
rate was csused by a return f l o w  of liquid financial assets 
related to t h e  enezgence of positive real rates of i n t e r e s t  in 
Caste R i c a  and also ko a mild appreciation o f  the  free market 
exchange rate 



In 1984, GOCR economic policyaakers responded to widespread 
dissatisfaction with declining real incomes by pernittfng 
nominal cxedit expansion at annualized rates in excess of 30% 
during the second half oE 1983 and the f i r s t  h a l f  af 1984, By 
June 1984, %mparts were growing at an x n u a l  rats of 20% while 
exports were growing at a more modest rate 22 13%. Thus, by 
mid-1984, t h e  Centtal  Bank had growing foreign exchange 
arrearages. GOCR authorities have undertaken me:xsures to 
t i g h t e n  credit conditions, increase government revenues, and 
conpfy with the pnior actions required to validate the April 
IHF Letter of Intent. An IMP mission arrived in San Jose an 
3 September t o  revise the Letter of Intent and adjust 
quantitative performance targets, and a revised Letter of 
Intent is expected to be forwarded to the IMFrs Board of 
Directors by mid-October. 

Even though the Standby Arrangement only provides modest 
resources in NovexnBer {approximately $25 million), it 
canstitutes an essential precondition for  a $75 million 
c o ~ e r c i a l  bank credit presently ucder negotiation and expected 
in Novenber, for subsequent Faris Club and comercial bank 
negotbtisns  on the rescheduling O E  the  external debt, and for 
a prospective World Bank StrueturaP Adjustment Loan, The $60 
million ESF grant provides critically needed bxidge resources 
to t h e  anticipated ZMF/comerciaX bank disbursenents in 
November, Bven with the disbursements, the Central Bank 
foreign exchange asrearages are projected to increase from $73 
million at t h e  end of August to $105 m i l l i o n  at the end of 
October. 

For 1984, present indications suggest GDP growth on the order 
of 3 ~ 4 %  but accompanied by a significant expansion oE the 
balance of pamenks basic balance &fieit. The Missfon expects 
a steadfast application of tightened credit condi t ions  will 
reduce imports absolstely by the early months of 4985, thereby 
improving the situation. 

Discussion: The Mission has achieved considerable success i n  
eliciting key economic pol2cy reforms and actions  fro^ the GCCR 
t h i s  year, most notably the passage in August af the long 
debated and politically sensitive currency and banking law, 
The GOCR has also  succeeded earl ier  this year in gaining 
approval by the IMF of e Letter o f  Intent. Therefore, the 
Mission plans to obligate t h e  $60  million grant w i t h i n  the 
conditfonality framework established far policy and structural  
reforms under earlier loan a ~ d  grant tranches to the 1984 
pcogram: thus no new conditionality is contemplated. Rather,  



these ESP funds w ill provide emergency balance of payments 
.assistance to serve as a bridge to the anticipated 
IRF/comercial bank disbursements dependent upon the  signing of 
t h e  XBF Letter of Intaat currently being renegotiated, 
Pursuant to this approach, t h ~  Hission w i l l  continue to work 
v i t h  the GQCP on carsying out reforms sat out as covenants in 
grfor Agreements while it prepares a Concepts Paper sett ing 
forth fts strategy for the use o f  PP 1985 ESP funding. 

A Coag~essional Notification is not required as the $60 million 
in supplemental grak%t funds was included in the FY 1984 
Congrsssicnal Preseatakisn. 

Recommendation: That you sign the Attached Program Assistance 
Approval Document (PAAD) authorizing $60,Q million in ESF grant 
funds for Costa Rica far the Economic Stabihizatfan and 
Recovery Pragrarn x u ,  

Attachments 
TAB A - Original PAAD - Apxil 17, 1984 
TAB B - Concepts Paper - January 1984 
TAB C - PAAD Amendment No. 3 



1 PROGRAM ASSISTANCE 

I - APPROVAL DOCUMENT 

I Costa Rica 

The purposes of the ESR L I T  Program a-e to provide 'balance aE paylnents support to aid 
srabflization efforts in Costa Ricz,  and to prmote the objectives of ~ S A 1 ~ / C o s t a  ~ica's 
Car ibbea~  Basin hplementztion P T a  by encouraging policy and structural changes aimed 
at re-establishing dynamic grsdth in the economy through increased a p o x t s .  The 
$6O,OOO,Q00 increment to the grant w i l l  be signed v d t h  the government of Costa Rica and 
w i l l  consist of balance of payments support through a cash transfer ta the Central 
Ba* of Costa Rita @ccR), The BCCR w i l l  make avaflable fay sale Cb private prodwcers to 
finance imports from the United States..of raw materfals, intermediate goods, construction 

materials and spare p r t s  an amount of foreign-exchange at least equal to the grant. 
Aa equivdant awunr in local currency will be deposited by the Centrai Bank rut0 a 
Special account pending determination of the most appropriate uses of these funds. Dfs- a 

bursements of local currency fsoa the account w i l l  be made pursuant to AID Zmplementa- 
t b n  letters. The $60,000,000 granr will be subject to the covenants and specdal 
provisions of the $35,OQ0,000 grant agreenent signed August 1, 1984 between the G 3 C L  
and AID. 

0 DISAPPROVED 
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PROGRAM ASSISTANCE 

APPROVAL DSCUMENT 

PAAD? 

I Costa Rica 
1 3. Ca:egvrq' 

I Cash Transfer 

I 4. Dace 
September 10, 1984 

1 I To Dkmfmm' Economic Support Funds (ESF) 
1 

&riro%d Requtstd for Cmnmitmus: of -. 3 30- A~prop2*kti.o~ Budget W e  
S 60,000,000 1 72-134/51037 LES 454-35-515-KC-31 
?>ye Fund* 12. L Q ~  Curzac). A.-acgcmea: ' 13. M k a t c d  Delivery Pp.jed I 14 Tmaszdon EE@Srf Dam 
2 @ ~ r m x  mfnforzad F Q = ~  vmr ST 1984/FY I985 -- 
, CosunoBii~rs Fi i td  

1 

S--z I)cs&?zioa 

The purposes of the ESR I X X  Progra~l arc to provide balance of payments suppart t o  a i d  
stabilization efforts in Cost2 Rica, and eo prmate the objectives of ~ ~ A 1 ~ / C o s t a  Rica's 
Caribbean Basin implementztian P l a n  by ezcouraging pblfcp and structural changes abed  
at re-establfshhg dpzmkc grcwth 51 the ecsnony through Increased exports. The 
$60,000,000 hcxerpent to the gract will be signed with the government of Costa Rica and 
will consist of balance of paymeats suppart through a cash transfer tn the Central 
Bank oi' Costa Rica (BCCR), The BCCB ~13.1 make avzA3.abPc for sale to private producers t o  
finansz inports from the United Sta tes  sf raw materials, iatemediate goods, construction 

materials 2nd spare parts an anomt af foreign exchange at least equal to the grant. 
An equivalent amount Ln local  currency will be deposited by che Central Bank rut0 a 
special account pending detesnination of the ~ o s t  appropriate uses sf these funds. D i s -  
bursements af Iscal, currency from the account w i l l  be made pursuant to AID implements- 
tioo letters, Tae $60,000,000 grant w i l l  be wbject t o  the covenants and special 
provisions of the  $35,000,000 grant agreement s2gned August 1, 1984 between thc GOCR- 
2nd AID, 

. Pez4ncd Sotusr 

W& oaly 

17. Esthated Sourre 
us. $60,000, 000 

Linked F.W. I Industrialized Countries 

~ r e e  WWIC i b e a i  
m $6$000,000 -- ! Ofier 

1 



Date 
LAC/DR:DEMohnson Date 
ZAC/DP;JQles0 

Date . ------. - - - - - -  - - 

PPCfiB: MMuhaamad Date 



Even thoagh the Standby Arsaag~oeak aaLy ptovides nodest 
resources in N O V ~ F ~ Z  fappsoximtely $25 williool, ik 
constitutes an essential pxewmdftfsn for a $75 nflfim . 

cwmercial bank credit presently under negotiation an@ expected ' 

In mm-s&ezr for subsequenf Pasis Club and comnerc&aZ bank 
negatliations an t h e  izt ,h&uling o f  t h e  esctsxrml debt,-and for 
a prospective F-TosPd B a s k  Stxtzcew-ajl Adjustnent Laan, The $6G 
nfSliun ESP g ~ a & t  pravides critica33y needed bridge resources 
to t h e  anticipated Il4F/conneueial bank disburaemenks fn 
l d ~ v e h ~ ,  Even with  t h e  disburseoants, the CenSritP Bank 
for2%gn exchange arrearagea are graject@d to iacreaae fraa 573 
~ i L U o n  at the  en6 aE August to $205 ~illion at $he end of 
October 

mr 2984, present indicartfons suggest GCP greiwth olx the mder 
af 3-48 but accozzpanie6 by a significant ewdnsien of &he 
baLaace of payments basic balance deficit .  he Kission aqmcts 
a steadfast applicatPcn 02 tightened cxcdit conditians wiE& 
zadluee iqmrtf3 a6rsoluteXy by the eacfy rrl)ntE,& of 3985,  kh&x&y 
i~pwcwing t h e  situatfoa. 



Discussion: The Mission has achieved considerable success in 
e l i c i t i n g  k e y  econanic policy reforms and actions Prom t h e  GOCR 
t h i s  yeas, most n o t a b l y  the passage i n  August o f  t h e  long 
debated and polltically sensitive currency and banking law. 
The COCR has also succeeded ear l i e r  t h i s  year in gaining 
approval by the XMF o f  a Letter of I n t e n t ,  Therefore, t h e  
M i s s i o n  p l a n s  t o  ob l iga te  the $60 n i l l i o n  grant w f t h f n  the  
conditionahity framework established f o r  p a l i c y  and structural 

r l i s r  l o a n  and grant tranthes to the I984 
en c u n d i l o n a l i t y  is contemplated. Rather, 

unds will p r o v i d e  emergency balance o f  payments 
assistance t o  serve as a bridge to the ant i c ipa ted  
XWVcomrnercial bank disbursements bepende&nt upon the signing o f  k 
the IMF Letter sf fritent currently being-renegatiated* 
P u r s ~ a n t  t o  this approach, the Mission will continue t a  work 
with  the GOCR on carrying out reforms set  out as covenants in 
prior Agreements w h i l e  it prepares a Conccpls Paper setting 
f o r t h  its s t ra tegy  for t h e  use of F Y  1985 ESF funding, 
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A 

ACTION MEMORmDUM FOB THE ADMXMTSTZATO 

THZiO : M/PPC, Richard Detbam f 

SUBJECT : Costa Rica Economic Stabilization and Recovery If1 
Program (Project NG, 515-0192) 

Action: Your approval is required to autharlze a $35.0 million 
grant-from Economic Support Funds ( E S P )  to Costa Rlca for the 
E c o m m i c  StabiXization and Recovery 1x1 Program. 

Background: The Ecanomic Stabilization and Recovery 111 
Program for F Y  1984 was submitted March 2, 1984, teviewed by 
the DAEC on #arch 16, and approved by you on April 27. The 
original  PAAD (copy attached) provided back~round, rationale 
and description for  t5e overall  $70 million da l lar  ESF program 
for PY 1984, as well as a detailed descxiptian of 
cunditionality requirements and objectives for local currency 
resources fur  the $3S.O million loan pcrtion of assistance. A t  
that timer the PAW requested authorization of t h e  loan portion 
of assistance only. The PAAD indicated that the $ 5 5 . 0  million 
grant portion of t h e  cash transfer would be authorized based on 
s PAAD Supplement, which is the  topic of this memo. 

The purpose of t h e  BAAD Supplement is to provide additional 
balance of payments support to AID stabilization efforts in 
Costa Rica, and tu promote the objectives of usAI~/Costa Rica's 
Caribbean Basin ImpXementatlon Plan by encouraging policy and 
structural reforms aimed at re-establishing dynamic growth in 
tbe economy through private sector export-led growth. The 
grant w i l l  be signed with the  Government of Costa Rica (GOCR) 
and will provide balance of payments support v i a  the Central 
Bank sf Ccsta Rica.  The GOCR w i l l  make an equivalent amount of 
dollars available for sale to private producers to allow for 
imports from the U . S .  of raw materials, intermediate goods, 
construction materialsp and spare parts. An equivalent amount 
of local currency wi13 we deposited by t h e  Central Bank in a 
special acco~nt. These f u n d s  will be used f a t  development 
activities j s in t5y  agreed upon by t h e  GOCR and AXD, 



Since the signing of the Deceaber 1982 one-year IXF Standby 
krrangemnt, the Costa Zican economy ?as evidenced several 
inportant acca2plishxents. 

These include successfiil rescheduling a£ t h e  external debt in 
1983 w i t h  comercizf banks and bilateral donors at t h e  Paris 
Club; a decrease in the p u b l i c  sector deficit from its peak of 
i4-5% aE GDP in 1981 to less than 5% in IS83; achievement of 
exchange rate stability (by the end of 1983 the Centra l  Bank 
u n i f i e d  and stabilized the flexible ra te,  current ly  at 44.25 
colones to the dollar); achievement of relative price stability 
as evidenced by a reduction in the rate of inflation from 81,8% 
in 1982 to 10*7% in 1983; an increase of 42% in real terms of 
credit provided to the private sector by t h e  National Banking 
S y s t e n ;  the creation of the Program for Investments and Exports 
uithin W N E X  tc promote exports and to a t t r a c t  new investments; 
and a bottoming out of the recession [real GDP grew by 0 . 8 8  in 
1983 a d  the official fofecast for GDP growth in 1984 is 2%). 

These  accomplishments have moved Costa Rica towards economic 
stability. if, however, Costa 3ica  is to begin and sustain zn 
economic recovery led by an export growth strategyc the GOCR 
will have to ado2t and adhere to a new sec of  policies which 
have been outlined in both  the PAAD and t h e  Mission's CDSS fcr 
FY 1986. 

D i s c t x s i o n :  The N h s i o n  strategy for  EST funds is to address  
as broad a range of policy and s t ruc tu ra l  reforms as is deemed 
feas ib le  to achieve the overall Long-term objectives of the ESF 
Program. This involves both continuing e f for t s  besun under 
orevious Agreements, and s e e i n g  t h a t  important s t e p s  a r e  taken .. 
in 1984, 

The strategy has thus s h i f t e d  away from an enphasis on 
short-term stabilization and towa~ds langex-term conditianality 
and activities pertaining to, in particular, improved policy 
farmation and administrative reform, strengthening of t h e  
financial system, and administrative and ogerational support 
fox expansion of exports and investment, 

There is also a political factor involved in the Mission's 
strategy: 1986 is an election year in Costa R i c a .  Delay in 
i n i t i a t i n g  moveaent towards necessary policy and strcctural 
reforms beyond 1984 could result in these being postponed and 
not reconsidered until 1987- The Missionr therefore, has 
considered it $=portant to ahtack tkese issues on a broad front 
before the end of CY 1984. 



There are three prior actions to A.I.3. obligation of t h e  $35 
million g r a n t .  Wet ing  of the first prior  action,( ~ h i c h  was 
also a prior action to the $35 zillion l o m  por t ion  of our ESF 
9rogra33, took place in AsriS 1984 when XHP management s e n t  a 
message ta the GOCZ i ad i ca t lng  acceptance of the GBCRqs Letter 
of I n t e n t .  The GOCR has ach ieved  some success in reaching I3lF 
macroeconomic targets; the 2rocess, however, is continuing and 
approval of the Letter of Intent by the INF Board of Directors 
is s t i l l  pending, 

Neetkng of t h e  second p r i o r  action took place in May, 1984, 
when President Mange formally i s s u e d  a document titled 
"Econcmic Pol icy :  Strategy aab Actions 1384-85," which outlined 
the G O C l t g s  export and hves tment  policy stcategy. 

Keeting of the third p ~ i o r  action, w h i c h  w a s  a l so  a prior 
action to the $35 millim loan portion of our ESP Program, 
requires modificatiom of t h e  monetary law (Ley de la Moneda). 
B ~ f o m s  to the  monetary law which w i l l  make external borrowing 
in dollars feasible and a chance in Art ic l e  6 2  of the Banking 
A c t ,  a provision of Costa Ricaws monetary legislationc is also 
required in order  to aliuw the Central Bank to lend dollars 
directly to private bznks are required. The bill to meet these 
irnporkact conditions has passed out  of committee and is 
curxently being debated by t h e  Costa Rican assembly. The 
Missisn expects the lzgislation to be approved by mid-August; 
however, t h e  e x x k  date of passage cznnot be predicted with 
certainty. 

In addition ta the tb ree  prior  sctions and in accordance w i t h  
its .broad front" strategy, the Kissi~n proposes 22 
cuvenants/activities to be work& on throughcut t h e  time period 
envisaged for the  ESF Program. The covenants  i n c l u d e ,  among 
other  t h i n g s ,  provision of funds fo r  activities as well as 
approval and/or publication of a numbez of action plans related 
to policy and structural  reform. Funds will be provided to 
increase operating capital fox the Free Zone Corporation, to 
improve Central 3ank statistical and price verification 
capacities, and f o r  H i n i s t r y  of Planning s t u d i e s  and other 
coneracting zequirements. Action plans will be published w i t h  
respect to divesting or reorientating t h e  majority ~f t h e  Costa 
Rican Development Corporation's current holdings to the private 
sector, reducirg distortions in t h e  pricing system, and 
modifying the Pzee Zone Law to make it mra r e s p ~ n s i v e  to 
export and investment promotion policies. In line w i t h  the 
Mission's ESF strategy, these couenants/zctions w i . 1 3  be t h e  
s u b j e c t  a f  on-going A . 1 . D .  csnditionality. 



Finally, t h e  $35 m i l l i o n  grant attaches  t w o  specia l  provisions 
for suspending AX9 disbursewents: ( P I  GOCR failure to renain* 
in substantial compliance with t h e  IXF Stand-by Aarangenent; or 
( 2 )  GQCR fa i lure  to s~bstantially r a ~ p l y  with t h e  Covenants in 
this Grant Agreement or i n  the Loan Agreement s igned  on Nay 7! 
1984, o r  in the Agreesent signed between A I D  and t h e  Central 
Bank on aecenber 13 ,  1982 o r  any of the amendments thereto. 

The Rission's conditionzlity for the $35 n i l l i o n  g ran t  sets the  
stage for a coordinated donor action program. The remaining 
$23 million fro=  ?he $35 million loan funds was obligated on 
July 12, 1 9 8 4 -  A portion of tha grant funds is expected to be 
obligated and disbursed by the end of July ox early August. 
This will assist the GOCR to maintain n e t  donestic assets at a 
l e ~ e l  sufficient to obtain approval by th9 IMF Board of 
Directors of the 1984 Stzndby Arrangement with t h e  GOC3 for SDR 
50  millian. The 1984 Standby Arxangenent is in turn a 
condition required by the World Bsnk for a sexies of Structura l  
Adjustment Loans planned to begin at the end o f  this calendar 
year, 

The need f o r  A,i,D, monies ta Eament a coordinated donor action 
progxzlm is pertinent given the G W R b  immediate cask crunch, 
brought on mainly by the huge debt service obligation, 
Paynents on outstanding debt heve increased from $274,5 million 
in 1982 ( a  debt-service ratio o f  32%) to a forecasted $480 
nillion in 1984 Ia debt-service ratio of 53%)* The GOCR faces 
a foreign exchange shortage of approximately $30 zillion at 
pxexent; this figure is expected to rise ( n e t  QE ESF and other 
disbnrsenents)to $87.5 million by end-July, and to $150 million 
by end-December. 

A n  Advice of 3rogram Change a long wi th  a new Congressional 
Sot i f i cat ion  was sent to Congress on June 7th as this PAAD 
Supplement requests  gracl funding and only loan  funding was 
included in the FY 1984 Congreasisnaf Presentation. The waiting 
period exgireu on June 22nd. - 
In light of Costa Ricars urcent balence of payments c r i s i s  , it 
nay be necessary to postpone or elizinate the remaining prior 
requirement to permit immediate obligation and disbursement of 
t h e  first tranche sf grant funds. Further, g i v e n  the fluid 
nalufe of the political and ecanmic situation, it m y  be 
necessary to modify some of the covenantsJactivities during t h e  
course of negotiation and implementation, 



Eence, i t  is requested that you: (1) authcxize t h e  Xissian 
director in consultation with the Act ing  A s ~ i . s t a n t  
Administrator (LAC) ts gostpma or  eliminate t h e  rezaining 
prior resuirement if necessary; and ( 2 )  authorize the Acting 
Assistant Adrniniskzator (LAC) to zpprave any changes in ?he 
covenants which aay be requested by the Xission. 

Recumendation: - (11 TSat you sign the attached Program 
Assistance Agproval Documexit (PAAD) authorizing $35-0 nillion 
in ESP grant funds for Costa Rica for the Economic - 

stabilization and Recovery Program. 

APPROVE: 

DISAPPROVE 
f 

(22 That yeu authorize the Mission Director in consultation 
with the Acting Assistant Adiiiinistrator, (LAC) to ;satpone or 
eliminate t h e  renainsng pxior requirement t o  this $35.0 million - -- 

grant tranche, should it become necessary. 

APPROVE 

DISAPPROVE 

E3) T h a t  you authorize t h e  Acting Assistant Ad~inistratox, 
(LAC) to approye changes kn the covenants to this $35.0 zr.iLLi~n 
gr axat t razzh~ ,  simuld they Secms necessary, 

APPROVE 



-- 
P a j e c t  No. 0192 515-K-604 

I I June 2 0 ,  I984 

5. TO. l a. err c r r r c t :  uD. 

A/XD, M. Peter X& 
f 

10 +L ~ a w + w  *new 

The puxpose of this P W  Sunplen-exrt i s  to provide additionaA balance of payments 
to AID stabilization efforts in Costa a c a ,  and to promote the objectives 

of USAID/Costa &cats Caribbean basin Implemenation P ian  by encouraging policy 
and structural reforms aimed at re-establishing dynamic growth in the economy 
through private sector investment-led growth i The grant will be signed w i t h  the 
Govexment. oE Costa Rica imR) land will provide balance of payments support via 
the Central Bank of Costa Rica. The GUCR w i l l  make eqdvalent amount a f  
dollars availabk for sale to private pxoducers to a l l o w  for imports from the 
U , S .  of raw matexijls, ia%erme&i.ate goods, construction materials, and spaxe 
pasts. An equ%valent . anan t  of local cumency w i l l  be deposited by the Central Bank 
in a special account. These funds will be used for development activithes jointly 2 

upoz by the W R  and AID, 







Actfon: Pour approval is itcquested to mend a Coverianr approved in 
conjunction with the FfT 198% 835-0 mi lPion $SF Loan which was authorized 
by the Admfniscratrrz cm April 17, 1984, 

Dfacussion: As part af t t e  condltisrxalZfp package rpprovcd by the 
Adaipbstratcrr for the subject Prograin, t h e  A,I.P. Nissien in Costa Rica 
aegotfated a &vea;rn.t: w3th the  huenxment of Costa Rica (GOCR) which 
crakled for the WCR t o  .make new local curreacy resources equivalent to 
$20.0 nillion available for use by s ta te  commercial banks for IleadSng to 
the private sector, The same Gvenant required the GOCR to iacrease 
local currency credit resources avafhbfe t o  the prlvate sector through 
private comaarciaf banks by an mourtt cqufvalerxt to $15.0 n i : t f o n ,  



DelegarZom of Btltbority: In accord arc^ with an actPoa taken 
by t h e  Acting &minZ.strator in authosizing the $35.~ mSliats 
b a n  lacremeat tu the subject Program an April 17, ytu have the 
autXlority t o  approve changes ia Covenants related to the 
aferlementioned h a 3  (Tab C), 

~ecommendatfon: Tbr you approve the  proposed changes to the 
Eaan Cowezmnts as set out in Tab B, 

DISAPPROVE: 
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$iilcucsioa: i'he pr;rposeh of CEia Program are to provfdc 
I .  bsPanca sd pa eots support t o  afC stabilizatioa ef foxes $n - :  

Costa 81ca, zi t o  p r m ~ t ~  the  c&+$eetfues of OSAEDJ.CG~& Rgca'k 
Caribbean B a s k  Mplenlasntatior Plan by escoaragiag palicy and I 
steuctr~raf rafcms tk.232~3: bePg t~ aa-establlsb BgnmSc @WEB fa 

I I  
'. t k  e~0110rray ebrough inexeased exports. %%is 3 5 , ~  ail&faa. &q 

will &a mde $0 b;be Ca~tnaL Beak of  Gasto BPc {.em.] fok 
balance of payments support, snd x s I l . 1  bc diebufsed a6 r ccr~h 

I 

crsnsfer. k' i t t fn  4 3  1584, t h e  BCCR'viU ask@ avslZaSle' t%mugb. : 

i t s  o m  E~ada &a m@uaa: Q£ fsreiga exeba quivalegt 2 6  the 
Lean ka bftsnee k p s r t s  E H O ~  t h e  8.S. af mater ia lo , .  , 

%rtata's";gd%@te' g o d s s  sp&?xrb pi~ts, &ad cmat,m.ic&iem 
I -  Tim Ef a-s,fsa, in ccfwuXBaZla~ %$tb She W, has pnr 

tke l 0 a &  C U P E ~ B C ~  equiv&w& af $35,0 & i L l f - s c  be 
. - 

f ia&RC~ ~ ~ e d i t  t;O ck4? PZQ&UCE$PQ p ~ f  LtWl;Ot, 
tbrwgE ehe prfvarre cammrcisl &~aks, and @28,q a 

! 
I - 

the st&a c arc ia l  b a s k s ,  The h e a l  cdrrs~&y 3 
I I go Saso an cxfs$Sag specla8 eyedit $%new RIPIB, af3.X a o ~ f t o ~  : 

an& atssist' fa esroblfskfng rer&~.l&f~ns 2 ~ r  the w e  o f  &-he 
fuda,  

* 

The je~tifieiii sburseacnt ~f $35-G m%X.fion, c 
the . I 1  f!i%kk%~ pxqg$ d 'PP 1984 h ~ 8 1  ~f &%? -T@Ba'VETC 

I + .  
. . fa&= I s  itbe GmtzaX k, The Ris&an u i k f  peesant a 
d - bsbacs (a grad go t h e  &9Tr31 Covez*enr) Aacw 

This  $3%5 nzP'4lfot; wf2.L be k ~ n t  by the hlssfsrr OF, eemk: 
. . ir6 r r p a y w ~ t  in 4% yeeara; with a ten gear grace 

) ,  regesg raktg uSk1 la@ 2"&duaJzq3 grace F E E ~ Q ~ ~  i a d  : 
3% tltreseeh~&s, Theee l;ems are gusrifieci by &he Hf;9s i tm 0s f;b , *  

! besjfg of rM s ~ z 5 m . i ~  exgazaak dsbt  groblans cf rEe Costa RScaa4 
I 
I gGVdxm&aE * ! 
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%cc&ss tc a i l  Ceatrel freak credir. &sever,-we k d v e  accepted 
t h e  r e v f s ~ d  laqgitage mggegted by tho giissloo which peznZ%s 
access by prfua~e sector basks tc Central Bank credft mPy 
shere the orfgja of fgnds I s  external, U h X h  the conazpromfse 
agreed ra by A * J * D J  ~abiagtca  onuld ensbha the privete &&a , 
to be a b l e  to utilize a large percentage 02 BGCR furies, Ibe 
Tack cB access go all ceatre9 bank credi t  operatiom pPeces the ~" 

private  bs~kSng secwr a t  B tifoabv@nehge. Xt is, in fac t ,  Qne 
0f t h e  f ~ ~ d z m e n t d  structural probb.ns ef t h e  Costs Rlcza 
econonrp. which eke l i s s i o t  intraded tc help correct throughdtbe , 
c ~ v e c a n t  hs. criaOnafZy w~itten. Thex.ePore, b s c a u s ~  t h i s  fs a 
kfgh3y s e x i s g t i v e  palitftal issue vhlch crrmst be f u l l y  resdved 
a t  t ' r t is timeL the  B~resu request;& t & w z  the Himiba eantil~ue t ~ "  
p r e m  cm tkfs problem ~ f r R  +he WCtEt and pxovfbe a progress 
repert kc the ~rapesed  P M P  aondmm.a: far &hs"$35A ~iliian t 

Graaf 
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PROGRAM ASSISTANCE 

APPROVAL DOCUMENT 

'Phe purposes o f  the prcgram are to provide 3alance o f  p a - m t s  a.lppurt to aid stab$.lizatien 
effor%s i a  Costa Rica, and to p m o t e  tBe objectives of ?SAZD/Casta Rfca's ~arlbbeak Basin 
Impleseiltstion Plan through encourcging policy a d  s t r a c t u r a l  changes xdiich help to re- 
wkablfsh dynanlc grow& In t h e  economy through ixcrcascE exports. !he $35 milltan loan 
vill consist of B / P  suppcwt through 4 cash transfer to thrCentra3. Bank oi Costa Rita, 
v?iicb,wZth i t s  own funds , r i l l  eaeke avaflable an ea_etivalcnf~amoumG of dollars far sa2e to 
private producers, hpr t s  frm the U.S. of raw mterl.als, Inkemmilate goods, constructioz 
materials aad spare parts Sn an axtcsuat at least equal to the Loan w5ll be required. Tlrr; 
3aed  currency eqi-ent of $:LS,OOO,UOQ of the loan will 5e used to finance credit to %he 
pmductivc pziva%e sector through a special credit Line from the  Central Bank to %he 
private cvmerc9aL banks; the equivalent of $20,000,000 of the loan v5ll be used through 
the sme special tredlt l i n e  for shElar credit operations can~acted though the State 
Cwmercial Banks, 

The loan will be for 40 years, ~ 5 t h  a t en  year grace period during whfcb interest will be 
22 and 32 %bereafter. The $35 oilllon 2rogrm will be subject to the prior actions, 
Conditions aad Covenants specified In Sectiar, 'J.E.1 of t h i s  FAAD, 
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Xn~tmdmticm 

% mame of Papmks in 1982 and 1983 

Net W e ] e ~ t i d  seseves 

I3eBt Sentice Chzuq- 

raeal m? 

L;'iscaS Situation 

lkmetasy and 335- Situation 







A s h a s t e a n u e l l ~ e d i n ~ p a s t t w D ~ & ~ *  (b8ta 
Ria's ecronaeay amkinws to deteriorate an3 w i l l  ectperi- furEbr 
decline befur@ necessq a-  ad^^ axre in place. AMlmwjh 

Cbstx~ R k m  e a r m y  has reached a teapxxzy0 te!mtxs d-ee of 
staapfiiw drhin last six mnths, wiEh a revaltaatim of fhe 
cwmeficy in the Tree" market a,* a s i g n i ~ ~ t  drQp in ifhe h a  
rate of inflation, the -pis in W s  PMU3 indicates tihat W s  
s ~ P X 2 c y  is aa~t bsed on fudammtai, factors, in 3.983 
w ~ i u  aoryt- t~ by - Z  a d *  and 
wmmageabae gublic debt. E ~ K  many years to axme (Xsfz M a  wild 
ecmtbue ka e x p r i m  sheable kehmxi  of pqments d&Qdts due 
principUy to level13 of debt sexice arrdt kecause ab mjeete3 
slaw export growth. lfge u@ated ls3ance of paymmks analysis far 1963 
conkaimed in W s  BAAg inclicates that wen after :'ul#lludhg &4& Blillfm 
of ~ c l m l s ~ w s a t a q  finaxing AIDt and the m i l t i l a t e  
de17eJ.W =sr d 2 b ~ w  tht $938 millim wm=rci& bavik ~~~ and inkeresrt ean Ix mUd-r, as w e l l  as, taking into 
zxxxmnt -5s C.& refban5q, that tlrcere will  remain u~&hanzed 



Grant  funding is desirable Izezmse of Costa Rim's overall debt 
situation and is required because of the increase in GCCR expxlfttaes 
indsP& by r-tly approved hi* Peve2s of ESF ankl PL local 
currenq-fi,nemxd gxblic sect= epmditmes * i t 3  were! nat anticipated k y  
t)le Agrclesaent. a9ae qenerd nature of fhese high srxria. k p c t  
expem3itures were agreed ups by Presidents Mmge and Reagan, Iff these 
expendituzes were to be Lcan-finazmed, they wald mnstitute 23,s of the 
CXlQC fiscal deficit alIwed mde~ tclne fMF prcqram and wad endanger Qsta 
ficz's ability to r r e t  DF targets- 

I/ - Sari JOG 1666 (classified) - 



















5. A key feature in the pibEc sectox's aastezity is 
the restraint a t  it n u s t  excise L.1 the area of s a l m  hcreases and 
in the djustz~xzt of the prices gxso~irr othe; basic 
m-3" C o v ~ t  salaries e m  Pe b x x d  miy  in preportion to 
1;4re increase in ;livhq -s of t% f-st i w  ~ ( 3 ~ .  These are 
expect& to dbtah a sahy  herease of mxhate9.y 40%- N3 mre than 



-eve Ehe gradual unification of the exdsuqe rake (a 
spread is not to€?Xc#d 2% by *end of D€B), bring 
abxt  d of o,*LcStandling extend payments 
zimears, the bulk of a& oipmists of &lap in meeting 
+& public sector's foreign debt sewice obligations. The 
authorities will ad~ieve *is objeckive w i t h i n  the 
frammrk of a flexible exdmqe rate WE& w i l l  
take acc~tplt of the nee3 to asswe the cmptitiveness of 
Costa fiean q r t s  in foreign mrkets, 



Cen t ra l  Bank officials an3 goeemment authxities are: 
6etdLW to amply jk%a #e caditions of the XMF 3greeamt and to 
m e e t  varicus tests; Acwrdhg to data p ~ d d  by the Central %ar& 
to the Ekmnmic Mivisor (present& in Amex IX, -5.e 41, the 
Central Ehnk belkves it is in a g& p s i t k m  to pass the Mazch 31 
tests ,  They &dm ko have a sagety margin, Tks, the &t kt& 
&se)s of the Gentml Bank st- at C Q & ~  648 billitxi at the a d  0% 
F * q ,  cxxpr& w5tI-l thg %Mt of cxsAZ.3 63=5 billion for E?hrcZ1 31. 
Tota3. Net Credits by ih m t i d  bmkirg s ~ ~ t e m  ko the -ie !See- 
stood at cx,lcm 9.9 bifliun at the d of &lmary, capred with the 
l i m i t  of COXCXI U.4 billicm as of Mar& 31; *le nu additional. e x k d  
loans *&a natdties of less than five ar even 10 yews have h e n  
carma&& since the ex3 of 3982, as against pemissible limits of $58 
milEim and s.00 dlfim, respectively, fa Lhese tw types af 
(see Annex I, mle 414. 



This program is Mrq financed by t%e Q31 supplemental 
pzesently totals $70 million, of *i& $58 minion is b a n  f u d d  and 
$12 milllion is qrmt fwn3d. On the ~~ side, the entire $70 million 
is in the fum of a cash transfer to 'che Central Bank, Tbm 
Bisbrasements to date under the program tab& $24.5 million of mi& 
$33.0 ru i l l i cm is grant-financed. Un Dixemkex 13, 1982, ani l l ion  of 
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% U. S. interest 2s tc assist Costa Rica in W 
requid &jusbaent: in a mmner wlrdcb -preserves the h i c  kements af a 













Case Ria's mxiihitg d& &ce trrxrden, requires 
45-e resdherluling of its private and pb1ic debt, hast heen amply 
dcxummted in *is am3 ocher t3xuamts. At  present, W s  debt is 
est*ted to wtal $4.0 billion. As has been l p c r ~ ~  eut ~s:c;vi~hxsly, 
current htrest m the external @1ic debt alone totals sane 4% of 
mer&si~&se -*s; am2 amrtizat5on in the next ten years of ~ c 5 a . I  
badk debt will prove imgossib4.e. Therefaxe, a2t3xxqh the bfusiaa sf ne&r 
~ s i ~  multilateral biPakeral reSQUTCe8 will igprrcwe the 
tem-sL~cture of Cbsta R i m ' s  public debt- t5at debt can still be 
expect& t~ hcreatse nassiveky an5 ccdd easily ke in fhe $ 6 4  billion 
range five years *om now- XWmucjh tdk of mis new debt can be expected 
to be rn " ~ ~ 3 i ~ ~  terms, i a are &a;rging &-I@ 
inkerest and their policies do not psait reMuTing. ~~ this 
Mission does m t  kmie of studies af tihe ~ ~ t e m  cmsequ- of Gaska 
Ricaas id&te&m&/, debt service ratics in excess of 50% fcs the next 
d& or bm axe easily mvisicmed as is a "black h d e ' b f  debt 
paernmeam, I!dmitkeiuy, these amsidsatians do mt -rt a specific 
grant +&uqc.t wader this C ~ ~ .  They do, kmever, justify the conclusim 
e a t  every effart e 2m prow5de rnsta R i a  w i f h  earxmic 
asistarice an the mst cmcessiorary term p s i b l e .  

1/ It i s  gee this reaacn that a sf* of this topic will he shtxtly - 
undertraken USds WAX. 



2. mew- * C 





folksdng s&edule S h v s  e estimated di&uz:semexzt 
d d a r  fca ESR 11 a d  ESR 1x1 during 1983, 









To -ess *is ~oP11em, XUW will receive $5.0 miUim 
of 1-1 axre- as a eontributim t43 its capital. In orde to have the 
quick i-ct that Residat  Mmge desires, the kmsirg w i l l  have to IE 
.made available qcickly. IWd's rscent zdcpticm of a new reglaento 

Note: *The bnkiq system at this time is rat i s d q  6 mt3r 
Certificates of Ikposit, kut rather I ar-d 2 month imtrumks mic3 
Held 2-22%, +he rate at fit? W s  credit l ine wxld  m e ,   we 
this charge ~ B S  not been W y  naptiat& at the level of tihe Central 
awik's Bxm5 of Diretars, scbstan-tlal difficulty may exist in getlirg 
t l s  palicy change. T h e  Mssim believes -that we w i l l  be a l e  to get 
sate zncmment oar the rates governing -is P i n e ,  EEmever, if we are 
m-sshl, we .Ail ke back to X D ~ J  ~ 5 t h  an alternate formulation, 



51 See p.7 of Apirim Settlement ard Pr-ctivity PP, Cbsta Rica - 
aetual9y ranks 13t% song 16 Latin American republics far which data 
exist in degree of inquality of land ownership. Even pre-ref- EX, 
Wvadar f?ad a more equal lard te-we dh*riht ian  than does Qsta 
aica, 









5. To utilize the colon equivalent of tht ~~ portian of the 
ossh transfer ri0t dei3ipt.d fa cehs - ~ ~ S e S ,  to suppart t3-E central 
bnk's  Credit R c q a m * ~  unsubi~iz-ed IenOing thm@ the CCarnRerciszl banks 
to pr5vate sector for industry, agrbindustry, agriculture and 
c@t?s---C5~r?; 
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The crirer;la 1 $st& in Part A are applicable generally to FAA funds, and should be used 
r'rtzspestfve of t k  program's funding sauFce. In Part B a distinction f s  made between the 
crfterf a appl icabt e to Secsrf ty Suppartt'ng Ars$szap,ce and the crZterCa appl fcabk to DeveTovent 
ksfstame. Seleetkm of the appropriate criteria w!Il depend an She funding soune for the program. 

(a) Desrrfbe how CcmC ttces on Appmprfa- 
tions of Senate and House have been or 
rill be noldfled conrernfng the nenpmject 
arslstance; 

8 

[b) 3s ess+stance within (Operetjsnal 
Year Budget) country or 3nternational 
oqanftatton allocation reparted to the 
Congress (or not more than $1 mfilion 
over that f igurc plus 1W)? 

2- F A  Sec. 611 {a)12?. Xf further lqgts- 
h i v e  action Ss rgulred within recipient 
country, what 3s basts for reasonable 
expectation that such action w j l t  be 
tmp1eted in time to permit orderly 
aecimp'l f shrsrent o f  purpose 05 the 
assistance? 

3. FAA Sec. 209, 619. 15 assf stance more 
*efficfentiy and effectively given through 
reqional & mrlt9lateral organizations? 
If so why i s  assjstance not so given? 
Inforn!at$on and conclusion whether assSst- 
ance ni 11 encourage regqona'l devel opinent 
p o g r m .  If asststance is for newly 
independent countvy, Qs it furnished 
through nultilateral organizations or i n  
accordance w i t h  mu1 t f  1 ateral plans to 
the maximum e x t m t  appropriate? 

4. FAA Sec. 601(a); (and Sec. P Q l C f )  for 
deve'f opment loans ). Infomation a d  
conrlmions wnethdr assistance will 
k&?sourage efforts o f  the country ta: 
( a ]  isrcrc2se t h e  flw of international 
trade; (b) fester private initiative 
and competition; [c) encouraqe deve? op- 
ment 2nd use of cooperat?ves, credit 
unions, m d  savings and loan associations; 
i d ]  discourage $llUnbpoifstk practices; 
( c )  improve technical efficfency of 
industry, agricul turt, and comerce; and 
(P) strengthen free labor unions. 

C3J w i f l  be fordaxded 15 
days prior to obligation. 

Yes. 

No such action is required 

df' 
The ob3ectivesfithe assistance 
provided include increasing 
the f l a w  of international 
trade, fostering private inf - 
tiative and competitian : im- 
pruvinq the technical cffi- 
ciency of industryr agricul- 
ture a d  commerce; 

* As of March 18, 1983, Costa a c a  was in viola t ion of 620 Q of the 
F a ;  the Secretary of State has srrade arr except,ion, 



pwpf a of  the camtry; utilizes the 
coun3y's dntell e t u a l  resouxes t~ 
encawraga lnstitul2oaal d c v c l ~ ~ n t f  and 
supports civic education aM traindng i n  
skdlls reqvfrd for effectfve pstt-ticfpa- 
tfon 3n gavemental and pet i t fca? 
pmesses essentf a1 t o  5sel f -govemmr. 

of cont~ibutirag to-the development of 
eonmic  ?wsrru?Tas. O? to the Increase of 
productive cap& tSes and self-sustaining 
econmlc gmuth; ar of  educationisl os 
ather f nstbtut9ons df rected tawatd saciai 
progress? Ps .ft related t o  and cmsSstent 
~ 9 t h  ether developnent activities, and 
w i l t  it contribute 3 realizable 'lung- 
range obg'ect Sves? 

f .  FAA Sects. PQlCb)(G]; Sec. ZIlCa)lS), 
161. Infomrion and conclusion on 
s f b i e  effects sf  the assistance on U.S. 
etanmny, with sgecfal reference t o  areas 
o f  substantial ;abOt s t l ~ p l u s ,  and extent 
to which U S .  conmodities and assis=anca 
are furnished i n  a manner consistent w i th  
t'mpmvfng or safeguarding the U-5. 
balpnce-of -payments pasition. 

3. NdnoroJect ErfterSa for 9evelocment 
Assistance { i ~ n s  onlyj 

a. Fhh Sec. 207 (b) ( l ) .  Infomation and 
conc~usian on avai Wit i t y  o f  f inane%?$! 
fm othelr Pre-world sourxes, f ncludf ng 
private sources d t h i n  the United States.  



FAA Ser. 612!0). Does the Unit& States 
am excess ft,oreigrr cuwensy and, ,F so, 
what arrangewatz have been mdf, I t s  
re1 ease? 

3, f&$'ec. iE. fG34, 'IW. :05 ,  106. 
?c?. f s  tssistsnce beins nade avai'labie: 
Tinrlgcc oe!y app: i tab le  pzraarash -- - - . .  . - .  s. 2, b, etc. -- which cnrresponds 
t c  s c x c e s  j f  funds used. If ncre than 
C?E f m 2  source is used for assistcnce. 
~ r x l u d r  relevant peraSraph for eech fund 
source-1 

The U . S .  does not own excess foreign 
currency, 

See PAA5 Section fV; S/A 



(21 El043 For populatfon planning ar 
healtir; ff so. extent t o  which act lv3ty 
extends taw-ccst, f ntegrsted de? f very 
systems ta  pmv3dc health and fwf l y  
pt annfng services, e s w f  ally t o  rural 
areas and p r ;  extent 20 which assfst -  
mce gf ves attenti  on t o  f ntewelatfon- 
ohdp between (A) pbp~latfon gtowrh and 
{S) devef opmt and averall  japmvment 
fn l l r fng standards 7n deve10pIng 
countd-fes. Is activfty drrrlr;ned to 
bufld mtlvstlen f o t  ml'8 families I n  
prograss such as ecducat4on in  and out 
of scheo? , maternal and chi16 health 
services, agrf cul ture productian, 
rural develoipnmt, awl assa'stance t o  
urban m r ?  

(3) 11053 far education. public adminfstra- PI/A 
tSon, or huMn resources dwe'lopmant; 
i f  so, ex ten t to  which act?vfYity 
strengthens nenformaP education, makes 
f o m f  education more relevafir, 
especially for mral f m d l i e s  ilnd 
usban POOP. o f  strengthens management 
capabll f t y  o f  l n s t l t u t i c n s  enabf ing 
the par t c  participate f n development; 

(4) [I061 for technical assistance, energy, N/A 
research, reconstruction, and selected 
development pmb1ms;ls; -if so, extent 
activity is: 

(a) to  help al leviate energy pmbtem; 

(It) reconstruction after natural or 
nanmade d I  saster; 

(c) For speciat development problem, 
and t o  enable proper u t l  l .fzat$on of 
errller U S .  Infrastructure, ctc., 
8ssistance; 

(dl  for programs ef u~ban development, 
especlalfy small ?&or-jntensive 
enterprises, aark~ting systems, and 
f5nancial or ather institutions t o  
he lp  urban poor p a r t k i p a t e  i n  
economic and social &eve? opment. 

{S)  Ell371 by grants for cosrdinatd pri-  N / A  
vate effort  to develop and dicsminate 
j n t e d i a t e  technologies a p ~ r b p r f  ate 
for deveIop!ng countries. 



c. FA4 Sf% 2QIf;L2. If loan i s  mr mde 
pursuant to  EL rn CLSfatemJ plan, and the 
anount of the loan exceeds 3100,000, has 
rantry subf t ted  tea AID an appl fcaeiasl 
far such funds together with assumxei 
:Q tndfcate that funds wf 11 be us& fn an 
eiomiJeaJ 9 y and technically sound manner? 

d. FAA See. 202(a3. Total amount of 
+$mney under him &dch is going dfrectly 
to  prfvate entergrfse, i s  g o h g  to  
Intermediate creddt Inst2 bt ions  or other 
Wmwem for USE by prfvate enter~rfse, 
3s Geiag us& to f f n a ~ c  ianw~Ts fnn 
private sources, or i s  atb:hem$se being 
used ro fsnancc pmwrements f ran private 
sources? 

[ate: Alliance for Progress assrstance 
should add xha folfawSng tam iteras to a 
nonpro ject check? 1st.3 

a. FkA Sec. 25tb)(l)-(8) .  Doer 
assistance take fnta accaunt w i n d  ales 
of the Act of Bogota and charter ~f 'Punta  
del EssSe; and tc what extent w i f  1 the 
actiwfty contrdbute to  the eccnomic or 
pal 4 t k a l  irategrats'on of eat t n herica? 

b. FAA Sec. 251(b)(8); 251(21). Far loans, 
has there Seen raken in to  account the 
effort  made by recipient naticn t o  repa- 
trfate capita? invested in other couneries 
by their om citizens? Is loan consistent 
with  the f i n d f ~ g s  and recmmendations of 
the Inter-heritan t m i t t c e  for. the 
AT I iance for Progress (now "CEWES," the  
Penanent Executive C o m i  ttee of the OAS) 
i n  .its annual review of national 
devef oprnent activities? 

T i t l e  VI of the FAA was 
repealed in 1978, 


