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years. stat66. i the i.ntroductiton to this h oi , 4,cmn, 

in~mthe ~ita American political situatio),.but'~ 

'iiprovernenC ~ih vworI6 economic conditions and in assistance flows t L',-he region~s 4 

undr~erlie h projection, of a 13% nominalI incre,-ase aper annum in CaC.L exp-orts
 

a nda.ndthe' 10% net private sector capital inflow. These might :ce considered ' l2j 

~ nii~ly ptilpistica projections an, in any cas6udrcjrn irlintne 4 
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a<they,,are hic: hly sensitive to Loli icalI develop ents. > 
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Aa We 'nave examine--d the r-osi15-ility and cost, of achievicg, a 6.5%, 

rate of GDP growth 1-y 198.. This a,ould entailed increasing the tolual',public ~ 

La debt by approxin'ately b~.&illion over "the 19F4-93 pe riod 4exclusive of ~~a5 

increased, clebta from any re'schduling Also, tiie 6.52s growth~target ,pulId 

require E assistance of atu 35 A - than t hemilo ~ 1e iel arrsdi 
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 a SQabpof r ia,3 l'- ai 
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t~i t he ~5% aGDP growth a targJet, which adds. onl1y a 1.6 billintVh oa 

publica debt by -199)3 and allows detto'-ecline tereafter, is moe ppro riate . '' 

for Costa Pica,. This is t-he .target-that is used i~n the ,following sectionsaf <.Wa 
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Theloca &renie o-'hoec sxssuac- .wi. etritin1q be 

use, n, supL-,rt of private sector activities. 1The prcgrartmiing and irnitor'~g
 

of aLivtlies of
o. these wilccnstitut'e the! main t-,s -the, rdrect develoment 

,.hich, t-l-e 1~ul assi<efforts in U.S. J involIved; revelopmert c funded 

dollar der-ominatted poetwill b-e held to an absoluite :Ani ium, possibly one 

~4~ne~prj-t per lya. 5 nls thri dicated, tbi cost, f igur(e3s in later 

''etosof this Ep-Iper refer only to lcal currec geertns arut
 

th'auy beprcgramme 4 for Oolar rfenoitinatei' projects W;ill, -in an~y event, be
 

small in relation to ron-p,roject assistance. 
 .- 5 

A'ssuming a'ssistance flows 'of approximatel. t I billion during­

19?4 -198 ar,:ehiilindring~ the 199 t-h loa cu.rr nU 
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4,We have givezi careful thou~ght to thri ee qUsticn4 of p~hasing of US - 4'-­

-- -asistance 4 in relation to empchasis on program objecti es- and pror mi Ctmen-. 

-~In the4 Costa Rican context w11 plieve that the intia). phase of d~ealing wit-h-­

f-~~~financial i nstab -iity, i~e. achievemenit of a first, fhase stabilization, was--->­

-"cheedi93. e'sth 4 five ynar perioa, 1934~-28, as one in wh ic(fn he 

stabilization ef &-rtneeds to be consolidatedl a-nd simhulteousLy, economvicK 

'444~44 reovryac,.ions init -:ted. Both the consolidation of stability te 4n4 


44-4 initito o 4 eovery 5c wilr-ur 3njor 4structural and p-olicy, reform. 'Me 

444g4e , h r i a444 -45 i n t s r , a d s l r 4 e-4 4 

4ladyeg4 undf:Ierway and will te a 'conti~nuing ffort ­4 
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.444.4444. '476 348 57550 "612>, 600' 

(CO) 4 09) 4 
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Sassuring that 'adequate credit resources are available thog1oh h ulc:
 

"and the private brc.nks 7 some dollar funds will I-e provided under PAID projec t ­

and local currency will bece available from FSF piograms. T~lso, through 

pecific projects e :orts will cont-Lnue to chan)rneli funds th-icugh the mt 

efficient' private bans anud financieras, and to olbtain policy and" 

administrative refm hih 'promote operations of private. financial'' 

ruce pandrf.&s. Avilaility of 
anfnecenrs 

"' foeign exchange; for outright purchase by private,. prcductive enterprise will. 

continue t o be ssurcd by making available and conditioning the use of ESF' 

~2~Q' dollars provided for balance ofL payments su.port *-'~'
 

A,substantial ef Fort, is underway and will be maintained to 

'n elp the, C'osta) Thicanprivate sector identify more elficient anid osC-effecie.'-SS. 

means, pErc Iuc t on in agriculture and mnufcturing, new 5products, possble,~'i;-~... 
-quc'substiEtutions, inproved 'designc dnw mres Dabc- idsrIeSi~ c&" 

_jnF~newmadetstDrawa 'zns ndutr' siWiand k 

onle focus of attempts to diversify manufacturing-, Frezns'ad .utra 

17jz 11~swl Efforts will, he 'continued to,stre'am ine cus;toms >5i~also be supported. 

* ' other adminsrtv prccedures wh icnh irhi bi t'-product ion, "p ic'ula rly: Th5-5'N v­

e: Tort. echnical' assistance will include bhelp"i etab isbing, lik' 

S;, no4r'-Av-4A&k­

5 



--

Fpeta hi T' e. r~4S -eZ- '.J 

a z: C -e piaed on :dev lqnj an ­

acu coF Co~-iv 

In the agricultural sector, suppo r't will, be given to Such:&m-' 

aciite a sirriqiation, reforestatlon 'an d water co-nservaion, applied 
.research, sed/pJlant prod-uction, n xeso Private sec-Lor producer 

iYasocaticios and sinilar entities will be the pref-erred instrument. .. 

A~ssistance in skills training to m1eet the deTIFnds of~new ar 

increased production will be providled through oqn-1,he-jpb piiaesector ,, 'k 

-- prgrams and through the Costa .1a.can Niationa-:l Training! Institute (ILa), wich'. . 

hsawellI-e tablished prgrm Lut 'one ,.ihmust become iore resr~nsv to. .. 

Sthe changing- require'ents of the productive 'sector.A~ 

. i otand So~urce of Funds: 'The cost' of such acC-iviti.es: -

-isdiescrie atbove din the order of '675 million' equivalent during the i"<>--'l 

084'-j1-e -9jp~cad during' the. 'eridd.6Omlineuivalent 19S9-93 
71S mllone ei555.dS;6C 

6.' Lack 'of Employmn- " 

-Natur of -rbthe m. 1 foc 5a:o 'f P 00 

apr 5-"tl 19'' ar -10 h cocnmc3mlycTo.udrr~lyl 

Natreof heI. artempt, tofa oal aitrtf re 
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lzTenef iciaries' that it setles on'land it purchases. 1-i s includeinternal& 5 IV 

ds schbo1, cozmity cen~ters, credit, and erie.snr~thof irr 
cca -- m; etn se 

imtortance, irortgage [_a)yrnents cn the value of the 'ac uisition 1of the 'lan are c 

usually not collected. There is nio knrown instance of an IM~ sponsoredi settler: i~c 

Ube.nc evicied for non payment o ' his~rrtgag 

Ii 'SStra t ea7T- There may be Exossibiluties for creatt'L ng 

c anomc sorto wrgc-iacigfclt for graduates of, agricultural schools
 

an for people with eqjuivalenit expTerience,' through the banking system. Z~bre
 
c~SCc'efficient means of Settting the rural F~cor also have to b~e foun o e 

A~wrable, aconcurrent changye 'in IDA practices would pro'bably. to necessaty. 'C" 

Inaddition, soefinancir.g might 'be provided to facilitate ESOP._type plans*
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 c 
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APaT b. I 

I/ rsot are,estaim.ted' to. crow at an averalge "ateof' 9'.251oi 1983,to~ 

~ ~~A verage F-ecentage G.rowth~
 
~ Exports 1083 19R-8 19,8 lc,93
 

Traditiaonal~ -- ~ 4.--*--~4 ->-~ 4 
~ A II~ ~ I -~' 13 .5 1 

~r-traditional rest of the orlId 17.0 20.0 
Weighted average rate 9.2 12.;3 

2/ Average Fercentage -Growth I -

Iinports 11983 - 1,928 1928 - 19923 

Projection I~ 9.1 1 
Proecior 11.0528. 

Projection 3 8.4 11.0 

Under Projection 2, a historical. income el.astici1-V of -iit-orts ot 1.3', 
was uiili'zE3 U~nder -projections 1, 3 and 4, was,-elasticity 

'~ * restrained to 1. 0. This -zseerns reasonable sinc 'hhisoia 
­

-estimate~' is bias~ed, upweards L-y oil pric'e increa Zs and overvaluation I
 
of the currency.
 

:V:,< Under all projections. a. Got ,world inflation rate. was -uilized. - ' 

- Pojct.on last'~es dGDIPreal grow.,Lh ra~te of .1.5%in 1084, 3.5% in 
198F5, 4.5% -in IjOG 5.5. in 1087 an'd 6.59c;tor the following years.
Projections 2, 3, and 4 assume~ a GD real growth rate of zero in 
19P4, ,1.5 n 1925, 2.5% in 19P6, 3.5-% in 1987 4.5% in 19882 and .5% 
for the following years. II -­

3 Unider,. Projections 1,I 2, and 3the 225 'mdllion revolving. cr~diV' 1-IlT

provid,~1by the -ccmiercial banks is rep~iid-,as stipuilated, in 1the~i' 
agreeme~nt: 4mllic in 192 ar .ol135.'ii in ---

Ur~nerA Projection 4 the revo~lv ng credit' is rescheduled ocver ..a. five: 1,,-I -- m on fon-~~7-~~ar~ h~<To be, rr-pi 45l 

-- I~~~~' 097~:,: t 101~ 9 1 ~ 1~ V K1V 

F1.VAorI4al rojections 1net , reserves--'a re a sumP,to rema in atl th~e 
-- yea'r-end 1934evel. f1 I 1 
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l6I ~'~IZ CIM'Stl in -tinr~t ' ,i- asuu-mr- 0 prvail over the six'year 

to,'GDP-ofi1.. was assumreJ For the cssiiristc scenarxio tax revenues 
wet'. *asuied~t stagnate 'for th-ree, years (see~text)."

~T'3~7Ten*percent'of~ totLal revenues. 
47An overall deficit of 4%' of 'GDP for 1l924 .zs set. For subsecruent 

years t~heperetc ws gradually reduced to. 2%.
~C. .~., Fxedcaptal' formatin fo i ulic enter-pries. ws alowdt 

6/ salaries, were aledto iincrease. IW 12'undeth ptimistic scenario and bv 1.4' 
une -he o71"-nal 

aiyear (noD real increase)
nu.2y(.%~~ ,cae 

18' eiic'ae 

under tbe pessimistic scenario. 
7/ Increa''es at 12% anually.­

/'Th-e gap should Ice interpreted as an overall deficit thrat Pexceeds our 
constraint or s-,vings that are greater "Ian~ our target.' ' 

% 


