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1. 1 ,O']I:CTIVI: Or TIl STUDY 

The "StWdy on the Economic Conditions and Prospects of the
 

Private Sector in Costa Rica" is a survey anid analysis of local
 

conditionis which bear on the feasibility of aclieving Caribbean 

Basin Iniciative objectives. The main purpose of the study is to 

provide a clearer wiierstaniding of ihe cmrrent sitmatii, anld to 

identify the constraints to expanded levels'-of rrivatc i"vestprc.ct
 

and omtput.
 

1.2 ASPECTS ANALYZED 

The anialysis submitted is broken down into economic sectors 

and imclides the following: agricidtwral/livestoc, i-clustrial, 

commerce, transportation, tourism and constrwction sectors. For 

each of them, some essential elements of a structural mature are 

presented (althowgh a deep analysis is not made tkereof in this 

senlse); the recent evoluition apd the presentsituation (which 

were studied in as detailed and broad a mannrer as time amd infor

mation allowed); the imstitutional frameworh, both public amd pri

vate, wiich serve to smpport or restrict private emterprise; aid 

tho primcipal problems and obstacles faciig the developmemt of the 

activity, both at the present time aid over a siort and rhdiwrm 

term.
 

Thic final clain ter of the stmciy imcludes legal and juridical 

matters, ad exa,:iiies existi,. legislation in regard to the incen

tives; andIrl the limitatio;i; that.it cctld represen t for the reacti

vation andcl thie s staimed develoImentof, pri.ntc .emterprise in Co:;ta 
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Rica. The chapter also imcludes the evaluation of the principal
 

juridical projects that at present are being discussed by the
 

Legislative Assembly, or which may be decreed by the Executive
 

Power.
 

1.3 	 LIMITATION. OF THE STUDY 

Like any study that aims to give a complete overview of a 

given reality, this work is not exhaustive and does not examine
 

each 	and every one of the elements that make. up such reality. 

There are many interesting aspects that have not been included.
 

However, we believe that the most important variables, that the
 

most relevant cons.iderations and that the most transcendent-con

clusions and recommendations have beeW included in the document.
 

In many cases, the analysis is not. as deep as was to be de

sired; in others, the information that justifies the affirmation 

is not as updated or complete as required by academic rigor; in 

still others, there is nothing more than rumors or statements that 

do not permit going beyond the formulation of a hypothesis or of

fering some speculative comments.
 

These limitations, many of them due to the excessive brevity
 

of the time available (6 weeks), are not, in our opinion, fcctors
 

that detract validity from the study. On the contrary, we feel
 

that 	if an effort had been made to imcluce only those elements
 

that can be proven beyond a doubt or analyzed rigor'ously, the work
 

would be extremely incomplete and it would not capture realities
 

which, although they may be.:,qualitative, can be of great help for 

the definition of policics. 

\V
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We do believe that in the future, it would be advisable to 

explore more thoroughly some of those elementl- that have been left 

without sufficient demonstration or which are. now presented as a 

hypothesis to be proven. 

1.4 GENERAL ASPECTS OF THE COSTA RICAN ECONOMY
 

Costa Rica is, by traditiomal standards, in the group of
 

countries having medium income and a mixed economy. with a povu-


Zation of 2.2 million living in 52 thousand-square kilometers, its
 

gross national per capita product was close to US% 1,ooo in :98o
 

(at 1970 prices). Due to the recent devaluation and to the decrease 

in production that occurred in 1081, this figure has dropped signi

ficantlyin the recent past.
 

Costa Rica's productive structure is characterized by a pre

dominonce of terciary activities, which contribute more than 55a
 

of the procduction (Table 1-1.)The predominance of the terciory sec

tor originates in the great importance that cfmmercial activities,
 

particularly those connected with imported items, have in the coun

try, as well as the weight of the Government in the national economy.
 

The primary sector, for its part, is ruled by the prixcipal export
 

products (coffee, bananas and cattle) 0id, while it showed stronjg
 

dyncnmism during the past few decades, it has been losi-g comparative
 

importance in favor of the secondary sector. The latter has found
 

a suitable field for development under the Central Americam Cowron
 

Market and the extreme protection afforded by it.
 

During the past few decades, the country was 'charncterized by
 

showing a great dynamism in economic matters, both in the increase
 



TABLE 1.1 COSTA RICA: 
 SOM, ECONOMIC INDICATOPS
 

1960-1980
 

INDICATORS
 

19.60 

1980*
 

1. 	Gross National Product at Market Prices
 
a. 	Value (millions of 1970 dollars) 
 667 	 2,204
 
b. 	Growth (mean annual rates) 
 6.1 	 5.6
 

2. 	Gross National Product per inhabitant
 

a. 	Value (1970 dollars) 1 540 
 996
 
b. Growth (mean annual rates) 3.2 	 3:0
 

3. 	Share of sectors in the generation
 
of the product
 

a. 	Primary sector (percentage) 25.9 
 18.3
 
b. 	Secondary sector (percentage) 16.3 
 25.0
 
c. Terciary sector (percentage) 57.8 	 56.7
 

4. 	Opening or dependency with the rest of the world
 

a. 	Exports in proportion to overall' demand
 
(percentages) 
 17.0 
 19.1
 

b. 	Imports in proportion to overall supply
 
(percentages) 
 20.7 
 26.4
 

c. 	 External savings in proportion to 
overall savings (percentages) 26.1 	 56.5
 

5. 	Other economic variables
 

a. 	Prices to consumer (mean annual rates) 1 2.3 
 8.7
 
b. 	Open u~employment (percentage of labor
 

force) 
 6 9 	 5.9
 

/ Preliminary figures 

l/ 	Refers to 1960-1970 and 1970-1980 periods.
 

2/ 	Refers to years 1963 and 1980.
 

SOURCE: Costa Rican Central Bank: 
 "Figures National Accounts"
 
and Economic Committee for Latin America: "Statistical
 
Summary for Latin America 1960-1980".
 



in production and in the increase in the real per capita iico, 

The high growth in production made it possible to smccessfully
 

meet the increasing demand for jobs, so unemployment did not get 

to constitute an acute problem. This is particularly true to the
 

extent that the Government Sector absorbed a substanitial part of 

the new labor, which could not be.employed by the other economic 

sectors. 

Price stability is another of the peculiarities of the coun

try's economic development in the past..* Be-tween 296o and 298o, 

prices to the consumer grew, on an average, at a rate of 6.9% a. 

year, this variation being only 2.3% between 296o and 1970. The 

acceleration in the growth rate in prices during the 1970's .is ex

plained by the great sensitivity of the economy to world events, 

mostly connected with oil prices. 

The great sensibility of the national economy to changes oc

curring in the economies of the rest of the world is precisely 

another of the features of the Costa Rican economic system. This 

foreign dependence is seen both from the viewpoint of denmand and 

from the viewpoint of supply. From the viewpoint of demand, not 

only is the amount of export an important part of the overall de

mand (21.5%o on an average during the past decade) but, in addition, 

exports are only slightly diversified. Three agricultural proc!Licts 

(coffee, bananas and beef) contribute somewhat more than 6o' of he 

country's exports. From the viewpoint of supply, the picture is 

similar. Imports contribute, on an average, 27.5/0 of tie goods 

and services available in the country per year, and its male-up 

tends to move toward inputs and capital goocds required, mainly for 

indstrial activities. 
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TABLE 1.2 	 COSTA RICA: INDICATORS ON THE EVOLUTION OF 
THE SHARE OF THE PUBLIC SECTOR IN THE 
ECONOMIC ACTIVITY 1960-1980 

-relative figures-


SHARE OF TIlE 	 PUBLIC SECTOR IN: 1960 170 1979 1980* 

1. 	The Gross National Product 
 14.9 18.2 24.6 25.0 

2. 	The Gross National Expense 13.6 17.2 27.0 n.a.
 

3. 	The Gross Formation of Fixed Capital 20.7 22.8 34.0 n.a.
 

4. 	The Financing of the Gross Formation
 
of Capital 
 18.8 18.1 1.3 n.a.
 

5. 	Overall Employment1 
 12.0 15.5 18.5 19.6
 

6. 	Wage-Earning EmploymentI 
 17.9 20.5 25.4 26.1
 

2
7. 	Tax Load
 13.5- 16.8 20.7 19.8
 

_/ 	 Preliminary figures. 

n.a. Figures not available
 

1/ The first 
two figures refer to 1963 and 1973, respectively.
 

2/ 
Ratio between tax revenues plus contributions to Social
 
Security and 	 the gross national product. 

SOURCE: Costa Rica Central Bank, Department of Research and Statistics, National 
Accounts Section: "Figures for Costa Rican National Accounts. Series 
1957-1977. 1978 Estimate" ani "Costa. Rican National Accounts 1971-1980", 
1979 and 1980.
 

Ministry of Labor and Social Security and Ministry of Economic, Industry
and Commerce. "National ofSurvev Homes, Employment and Unemployment. 
Corrected Data Series. 
 1976-1980", 1981
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trade deteriorate, the trade deficit begins to widen and the 
reserves start 
to decrease. In the 
face of this situation, the 
govermments tradi tionaZly have responded with expansive programs 

of public spendig in order to offset the drop in real income.
 
This leads 
to greater external disbalance, until it L.comes 
neces

sary to takze 
corrective measures of internal adjustment (devalwa
tions). An improvement in the terms, of trade, accompanied by
 
an adequate supply of goods by national producers, reverses the
 
process and te economy starts to 
come out of the low p9art of
 

the cycle.
 

This cyclical deterioration process seems 
to have been the
 
situation that 
the Costa Ricani economy faced after 1977, during
 
which period the terms of 
 trade feZ drasticaZy (Table I-3.) The 
fall in the terms of excliange originated not only ii the increcses
 
in unit values of imports, 
but also in the drop im unit prices of
 

the principal export products.
 

The government responded 
to this drop injthe uwrchcosinq -.ower 
of exports ttith expansive fiscal amd monetary policies, ithi ch con
tribited substantially to the creation of 
a financial disbalance, 

both external and internaZ. 

In the external area, the financial disbalamce originated iii 
the fact that imports su4bstantially exceed exports, and in 198o 

a deficit in currenL account of /US4 612 million i'as reacf'eciA!

The niet catpital fZow, mainZy through borrowing by the public scc
tor, dropped and therefore the pressure centered on intermatio"'al 
monetary reserves. 
 These started to decrease in 1979, and in De
cember,198o, they reached a negative position of close to US.09 5
 

1/ The deficit in current accouwnt dropped close to USS 250nizion in 1981 as a result of the rapid devaluation processthat occurred as of end ofthe 198o. 

'12
 



TABLE 1.3 COSTA RICA: 

1-9 
RECEINT EVOLUITION OF 

ECONOMIC INDICATORS. 

TilE MAIN 

1976-1980 

INDICATORS 
1976 1977 1978 1979 1980* 

1 PRODUCTION (Cross National Product)
 
, a. Total (growth rate) 
 5.5 8.9 6.3 4.9 1.2
b. Primary Sector (growth rate) 0.5 c. Secondary Sector (growth rate) 

2.2 6.6 0.5 -0.9
 
8.7 10.8
d. Terciary Sector (growth rate) 

7.7 6.0 1.4
 
5.9 10.5. 5.4 6.0 1.9
 

2. EMPLOYMENT AND INCOME 
a. Open unemployment rate (percentage) 
 6.3 4.6 4.6 4.9
b. Overall underutilization rate 5.9


(percentage) 
 13.2 .1.2 12.5
10.9 13.5
c. Real salaries and wages (growth rate) 
 4.5 9.2 4.7
9.0 -4.5
d. Gross income per inhabitant (growth rate) 
 9.7 15.2 -3.3
-2.4 -3.6
 

PRICESI
 

a. Prices to consumer (growth rate) 
 11.5 4.2 9.2
b. Wholesale prices (growth rate) 
6.5 18.1
 

9.3 
 7.5 7.8 17.4 23.8 
4. EXTERNAL SECTOR
 

a. Ratio of exchange prices (growth rate) 13.8 35.5 -10.6 -8.2 -6.8
b. Purchasing power of exports (growth rate) 15.6 37.2 -0.5 -7.9 -9.9c. Balance of trade for goods and services (million $) -146 -269
-167 -451 -446
d. Current account balance (million $) 
 -203 -226 -362 
 -574 -612
e. Variation in1 international reserves (million $) 42 119 30 -103f. Balance foreign public debt (million S) 

-175 
646 833 1.044 1.396 1.811g. Service of debt with regard to 
exports (percentage) 10.7 10.9 17.9 18.0 
 21.1
 

5. FISCAl, SECTOR'
 

a. Total publ.ic expense (growth rate) 
 12 7 25.4 12.0 12.5
b. Ordinary ex-penses of public sector (growth rate) 15.4 12.0 15.7 10.9 
-0.1
 
3.5
c. Savings in current account (millions of colones) 
 573 882 -69
760 -358
d. Fiscal deficit with regard to total expense (percentage)23.2 29.4 
 30.5 38.7 38.1
 

MONETARY SECTOR
 

a. Money (growth rate) 
 18.6 14.4 9.8 -2.3 -3.4
b. Total credit (growth rate) 
 12.1 14.2 15.5 23.7 4.0
c. Credit 
to public sector (percentage total credit) 
 20.1 25.0 27.5 37.2 42.6
 

*/ Preliminary figures 

1/ Mean levels for the year.
2/ Refers to the public sector as a whole. The savings in current account refers to the 
general government (central government + local governments + public nervice institutions). 

c~n~l~rL,. j --- - ,,- -



million. Durintg 1981, the reserve situation bocame more 
critical 

and in August of that year, the government was forced to suspemd 

almost all payments for the service of the debt.
 

In the internal area, the financial disbalance is explained by
 

an expansion in public spending which was 
not accompanied by a sim

ilar growth in fiscal 
revenues, so the government had to resort
 

increasingly to financing from the Central Bank through 
the issue.
 

of currency.
 

The strong expansion of public spend ing was 
centered mainly
 

in the Central Government and in institutions connected with health
 

services 
(costa Rican Social Security) and education (tiiversities).
 

Furthermore, the make-up of expenses reveals that it the
is regular
 

expenses that increase most significantly, and this increase is ex

plained by a growth in 
financing costs and, basicatZy, iii corrveisa

tions.
 

The increase in compensation is due to an increase in employ

ment in the sector, but also to a strong growh in the wage rates
 

per person paid by 
the public sector, which became 
the main cause
 

of the pressures due to 
excessive demand origiiated in the public
 

sector. These pressures finally translate into an 
increase in the
 

dependence on external savings and in an 
increase in internal 
in

flation, althowgh favorable employment levels are maintained until
 

1979.
 

Furthermore, the Gover.ment, in 
order to be able to continue
 

importing and partly solve 
financial disbalances, increasingly re

sorted to foreign borrowing. The baZance of 
the debt, at the end
 

of 1981, reached S2,300 million, that is, more than 300% above
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1978. Fc: i ts part, thle service of the debt i)icreases rapidly,
 

passing from ii of cxports ill 
 more i 


Thi- increase ill the Service of the 


1977 to than 25' :1981. 

F-'o;oigi Pzrblic Lebt originates 

ot only in the high levels of i~idebtedess, bwt also ill other 
factors: the ofend the grace period, the chamge-ovvr toward more
 
oherous sources of fimancing and the high 
rates of interest pre

vailimo in the internationaleconomy.
 

The magnitwde of the Service of- the Debt, 
for all practical
 

puroses, brouight aboi-t the impossibility of- the Govervremt to ob
taill-ew credits abroad. This fact, compled to Cie Zoss il iiter
national molletary reserves, 
reflects the inability of the co:iiltry
 

to meet external payments. 
 in short, the resilts of the crisis
 

translate into a stag;iatiom of the ecoofomy, am iiflatio;:arysJiral, 
a significant imncrease in imetroZoytr.emt, .aiid a devaiuatiov, that varie. 
the rate of exchange from US3i.oo = C8.6o in Septem;ber, 1980, to 
more than USSi.oo = C5o.oo ((52.18) in mid-]kl-e, 1982. 

1.5 SO..E RESULT: TO 1E STRESSED 

i) The risk of foreigm exchange is a very importat factor to 

be considered in amy foreign cooperation programr that coIC: 
be olan.ed for Costa Rica. The evideece s'io-:s that ,,ri
vate enterprises do ;iot. wivsh lorns in dollars for fear of 
devaluation. In a rate ofcase fixed exchamge is )lot at
tailied (which seems umlikely over o short term), it womld 
be necessary to seek forr;:Lilas for diminishig or shcrilig 

the exchowge risk. 

i) It i oi-d nlot seem wise.to develop the policy of reactivatimg 

the private sector on a widespread basis b-t do onto so 



a selective basis, stimlZatimg and furthering those ac

tivities which, either because of the value added, .the
 
generation of foreign exchange, the creation of jobs, 
or
 

some other reason, are considered "advisable for 
the comn

try". 

iii) Many companies that could be considered "advisable for 

the country" are not, at present (because of their 

economic and financial situation) likely caldidates for 

bank credit. The worse the si t.ua-ion of the busiiess ai4 

greater its difficulties, the harder it becomes, from the
 
bankinig viewpoint (greater risk) 
to give it the help it 
needs to survive. In these cases it is essential to de
sign mechanisms that wilz azlow supporting these businesses 

which are on the verge of collapse. 
 Perhps the solution 

lies along the lines of sharing the risk. 

iv) A valid qkestion that seems to arise from the present
 

problems of Costa Rica is whether thy help is to 
be given 

to the entervrise or to the entrepreneur. This brings out 

several situations to be considered, depending on 
the
 

"advisability of the enterprise for the country", alld 
on
 
the ability and reliability of. the entreprene.r. SViouId 
help be given to a company that does not quaZify as "ad
visable for the country" but where the entrepremeur is an 

honcst, hard-workimg and respected nwan? or, on the com
trary, is it justified to back a company that is very im
porta)it for the country when it is shown that a large part 

problems toof its are due the fact that tle entrepreneur 
decapitalized it for his own banefit? ..i'e believe that the 
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amsiWer to tli:1:ne qu'stiois is cxtrc;oly importalit. 

v) Throulghout the s tudy, tita high posi tive corre I cxi:;totion 

img betwect the ba k credi t given to the private sector abid 

the imves ttie" t amid prodcction by said sector becore evidenit. 

This brings out at least two thigs. On the onie havid, 

that in order to increase iP;vestmemt armd emcokrage prod'Lc

tion, the credit variable is highly sigm1ificamt; avid on 

the other, that Costa Rican entrepremeurs act in umiso 

in their aversion to 	 involves their owni
risk when it re

sources, it could also mean, before :1978, 
a utilizatioii 

of the existimg conditions of subsidized credit, 

As to the celatiomship betveem credit a;:.: imvestr:.emt/gro

dkctiom, this places the monetary athorities before a 

dile, ia to the extevit that am effort is made to reactivat 

the economy by trying to redkce imflotio;i (by cuttii-q do';: 

the issuiig of curremcy amid, thOus, credit). 

As regards the aversion to risk, there)are sig;is that liot 

only the emtrepremeurs are not, at present, wiIlimr, to vevture 

their owiv resources in prod>;ctive activities, but that they 

are even "pullimg out" trori the evzterprises, the imves t::emts 

previouisly mode (through the mechamism of mortgage loc;:s 

avd pledges). 

vi) 	 This apparenit aversion to risk on the part of etreurcietrs 

avid the hig! correlatiom betv'ec; credit amd imvcstL t/',L;: 

production co ldd; if imdiscrimimate credit programs were 

put into effect without acdequate controls to prevent the 

diversion of the credit; result im the reso!Arces mot ac



tualZy being used for increasing procductio. but rather to 

financial activities (more profitable and less risky) or, 

what is worse, being converted into dollars and taken out 

of the country. 

These options, of course, bring up for discussion a more
 

fundamental aspect: the willingness and attitude of entre

prene'rs (assuming a rational behavior of maximizing profits)
 

not only to 'reactivate the economy with the required speed,
 

but also to contribute, even though it may be over a medium 

term (owing to the present conditions and those forseen)
 

to achieve a true recovery of the country's economy.
 

vii) In regard to the technical obiZity to reactivate the pro

ductive private sector, it would seem that notvi thstcccing 

the fact that there is idle imstaZled capacity (at lecst 

in the industrial sector), it does not turn out to be as 

ample as some people have thought, pfrticuZarly if the idea
 

of "optimum utilization" of installed capacity is applied, 

in accordance with the opinion of the emtrepremeur, instead 

of the traditional idea of the use of facilities ancd equip

ment (3 shifts/24 hours). This situation means having to 

increase investment and possibly continuing the importation 

of capital goods. 

viii) A problem that at present arises but that in the future it 

would seem to become worse, is that of worki;g capital. The 

inflationary process, as well as the rapid devaluation of 

the col6n, have caused a significant reduction the 

liquidity of businesses. This'-fact, together with the im



possibility (in some cases) or of not considering the cost 

of replacement in fixing the selling price, brings about
 

a decapitaZization (in real terms) that has already placed. 

various companies in a pinch, and which possibly in the
 

forthcoming months will become more evident and acute.
 

ix) The evolution of the Costa Rican private sector in which
 

there predominate, on the one hamd, personal and 
family
 

concerns fi.anced with direct credit, and on the other, 

transnatiomaZ companies that have access to their own 

financial resou4rces; together with a lack of a developed 

and expedite capital market, constitute a restriction aid 

an obstacle to help the companies througli increases'in 

capital stock .
 

How;ever, as is logical, the fact that at present there 

are real restrictions for entrepreneurs to be willing to 

accept increases in capital stock of 
their companies, does 

not mean that measures cannot be adoted to encourage or 

to force this kind of help for the companies. On the 

contrary, this Line of acticn would seem 	 to be promising 

and it would be worth while to give it further thouqht amd 

.study, particularly for those companies tat have commit

menmts in arrears with institutions of the National Banking 

Sys tern. 

x) 	 At present there is, under discLission in the co:,try, the 

option of expanding the scope of private economic activity 

by creating a so-called "Labor.Economic Sector" -to stimulite 

the setting up of cooperatives and self-managed enterprises. 
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I.hil e the bill swbmitted to the Legislative Assembly 

can turn out to be controvcrsial and require adjustmeits 

and streamlining, the idea would seem to be. justified to 

the extent that: (i) it would comtribute to democritize 

ownership of the means of production that, during t e past 

few years, have gone through a process of comcentrationj 

(ii) 	it would be one way (by creating prodLictive enter

prises) to contribute to economic .reactivatiom; (iii) it
 

would further the appearance of iew entrepre.e.rs, and
 

(iv) from a socio-political perspective, it would exrand 

the Private *Eterprise/State combination by ixcludimo a 

mew element: the social-owne.rs!hip private enterprise. 

Obviously promoting the creation of a Labor Ecoion:ic 

Sector and furthering tlc organization of coo,.erotives cmnd 

self-managed enterprises is a hard amd complex job full of 

obstacles and limitotions of various kinds. 

xi) 	 in examining the situation of the national economy, it is 

evident (and this has been pointed out in many studies) 

that it is not possible to achieve recovery if it is not 

by stimulating export activities. However, it must mot be 

forgotten that almost all of the Costa Rican private e ter

prises are oriented toward the domestic market; aid that 

said reality could not be modified radically. For this 

reason, the reactivation of the private sector will have 

to be related, of necessity, to the react.ivation of domes

tic demand amd tkhis, in turn, will be in terms of the over

all economic policies and the r.ecovery.of the purchasing 

power of the people's income.
 

http:r.ecovery.of
http:entrepre.e.rs
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xii) 	 Wt'ith regard to the increase in exports, this would seem 

to be the right time to launch an agressive program for 

such purpose. Not only has devaluation reduced the price 

of Costa Rican goods in relative terms, but some Central 

American countries have reduced their volume of exports, 

leaving markets open. Furthermore, there is the favorable at

titwde of the United States for a more ample opening of 'its 

marke ts.
 

in this sense, the identification of markets and products 

for export; the organization of export pools anid of initer

national marlleting concerns; the developmeot of Free Zones 

and of grain milling industries; and the setting up and 

strengthening of support instruments: credit and insurance 

for export, information systems, administrative ,cirnlifica

tion of processing, etc. are some of the actions that de

serve 	to be supported. 

xiii) 	The legislation in force seems to be prodigal os to incen

tives for private enterprise. These, however, seem to be 

oriented, particularly, toward the exemption of customs 

duties that further thte importation of intermediate goods 

and raw material, toward exemptiom of income tax, which 

reduces fiscal revenues; and toward te prcnotion, rathier 

indiscriminately, of exports. it is considered necessary 

to revise existing incentives carefully in order to con

solidate those that are justified im the present circiemstances 

and eliminate those whose, existence is not ,ecessary. 



xiv) in order to promote foreign investment ii, the country,
 

which is considered necessary, some elements are required.
 

in the first place, a policy definition as to which are
 

the areas or activities in which it is desired, or else,
 

the areas or activities in which it will mot be permitted.
 

In the second place, the clear and precise establishment,
 

(preferibly by law) of the standards amd rules that will
 

govern foreign investment. Among "thers, the repatriation
 

of dividends and of foreign exchange seem to be key elements.
 

of cowrse, it would also be necessary that the general 

economic policies be well defined so that any prospective 

foreign investors will have all of the necessaty iniorria

tion when mazng their calcuOtions of profitability and 

risk. An aggressive strategy for attracting foreign| in

vestment iould be imperative.
 

At present, several of 
these elemehts are 
aacking for
 

which reason any support to incorporate them wowld be of
 

great value.
 

-2
 



2. ANALYSIS AND EVALUATION OF THE AGRICULTURAL SECTOR
 

2,1 RECENT EVOLUTION AND PRESENT STATUS
 

2.1.1 Production Behavior
 

2.1..1 Agricultural and Livestock Production
 

In 198i, and after 
two years of a marked
 

standstiZl,, the agriclturaZ and livestock sector shows 
a cer

tain recovery in its growth rate as 
a result of substantial
 

increases in 
the physical volume of the production of some of
 

the main export products (coffee, banaas, and beef) 
as a re

sult of the increased revenues, in colones, dwe 
to the devalu

ation of the ckrrency.
 

While *the overall gross national prodvct
 

shows, in 1981, a negative growth rate of -3.6 nor cent, the
 

agriculture and livestock gross national product recovers 
and
 

goes over from a negative rate of o.8 per cent in i98o 
to a
 

positive rate of 2.3 for 198i. 
 (Table z).
 

The growth in the aqricwltmral and live

stock GNP and the drop in the 
overall GNP translates into a
 

larger share of the sector inz the generation of such produ5ct.
 

This share, for 1981, exceeds 22 per cent, which figure is
 

greater than the one it had attained during the last few years. 

(Table 2). 

In view of the fact that the value of 

traditional export products represents more 
than 50 per cent 

of the gross value of agricultural and livestock output, the 

increases in their annual growth rates contributed,substantially
 

to the recovery of ,he sector. (Tables 3 and 4). Coffee held
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TABLE 2-:
 

OVERALL GROSS NATIONAL PRODUCT
 

AGRICULTURAL AND LIVESTOCK GROSS 
NATIONAL PRODUCT
 

(At producer prices; IP76 base)
 

-actual amiual grdwth rate-


YEAR GNP AGRICULTURAL/LIVESTOCK GNP
 

1976 5.5 
 0.5
 

1977 8.9 
 2.2
 

1978 6.3 
 6.6
 

1979 4.9 
 0.5
 

1980 0.6 -0.8
 

1981* -3.6 
 *2.3
 

" Preliminary figLres
 

Source: Costa Rica Central Bank
 



TAIBLE 2-2 

SHARE OF THE AGRICULTURAL/LIVESTOCK SECTOR IN THE GNP 

YEAR GNP AGRICULTURAL/LIVESTOCK 2/1 SHARE 
(milliros of a) GNP % 

(=) 
(milliois of C) 

(2) 

1976 20675.6 4212.9. 20.4 

1977 26330.7 5762.6 21.9 

1978 30193.9 6163.7 20.4 

1979 34584.4 6398.6 18.5 

1980 41102.9 7204.8 17.4 

1981* 60559.8 13816.6 22.8 

S PrelimiHary figures 

Source: Costa Rica Cemtral Baiik 
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SHARE OF THL VARIOUS AGRICULTURAL/LIVESTOCK PRODUCTS 
IN THE Gi"OSS PFDOLACTION VALUE 

(percentage) 

1976 1977 1978 1979 1980 1981
 

Export produ4cts 59.2 66.5 64.1 "60.3 59.4 68 3 

Staple cereals 8.7 6.3 6.3 6.1 6.7 6.2 

Other agricwl tural 8.6 8.0 8.9 9.0 9.3 6.4 
pro iwce 

Otlier Products of 16.4 13.7 14.8 14.8 15.9 12.6animal" origin "
 

Fishery 1.3 1.1 1.4 1.9 1.4 1.6 

Timber 5.4 4.0 3.7 4.3 4.2 2.8 

Agricul tural 
 0.4 0.4 0.8 3.4 3.1 2.1 
improvenem ts 

Source: Costa Rica Central Bank 
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TABLE 2-4 

GROSS VALUE OF AGRICULTURAL/LIVESTOC" PRODUCTION AT io66 PRICES
 

-a-nWaZ growth rates-

PRODUCT 1976 1977- 1978 1979 1980 1981 

Coffee 

BaManas 

Su1gar came 

Cacao 

Staple cereals 

Other agri lCtkral 

produce 

Cattle and 
hogs 

Fishery 

Other vrodvcts of 
animal origin 

Timber 

AgricAltural 

improvements 

-4.1 

-3.3 • 

-1.4 

-11.4 

9.7 

5.8 

-0.8 

14.2 

7.3 

19.5 

-43.0 

6.6 

-6.6 

9.9 

31.4 

-2.9 

14.0 

7.5 

1.6 

5.4 

-10.0 

69.0 

13.0 

5.4 

2.4 

34.9 

5.7 

-6.3 

10.0 

29.6 

3.2 

-10.4 

78.9 

-

-3.0 

1.4 

-0.1 

5.1 

-3.3. 

-0.9 

17.8 

) 0.9 

-

103.6 

10.4 

-6.2 

-3.8 

-49.3 

9.7 

7.0 

-13.8 

-29.1 

2.1 

-2.1 

24.0 

5.1 

5.4 

0.2 

-5.9 

-10.1 

-16.5 

19.5 

-4.6 

1.3 

-2.7 

-18.3 

TOTAL 1.2 2.6 6.5 1.1 -0.6 1.7 

Sowrce: Costa Rica Central Banik 
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positive growth rates, wile bananas, suqar cane anid beef, which 

showed negative growth rates in .98o, recover until they reach 

sLibstantial positive rates in t981. 

In turn, agricultural and livestock prod

ucts intended for domestic consumption experienced drastic drops
 

in the value of their proch.ction at constant prices since they 

did Not benefit from the currency devaluation, as did exvort 

products. In addition to this, their production costs 

jumped dramatically as a result of thei increase in te cost 

of the imported inputs they use.
 

As regards the evolution of P .ysical
 

prodction volumes, most of the agricultural vroclmcts have
 

stopped their growth rate, and only rice production shows a
 

substamtial growth. (Table 5).
 

One of the causes of this stagnation
 

in production is that the yield per hectare has remained at
 

a standstill during the last 
few years, except im the case of
 

coffee,where the 198o-1981 crop showed n increase of 33 per
 

cent in yield, as against the previous crop, due to favorable
 

weather conditions and to the direct results of plantation 

improvements which have been under way since 1976. (Table 6).
 

A series of new crops hove been devel

oped during the last few years, an important part of their 

output being exported. These include melons, chayotes, ginger, 

etc. However, the area planted in these crops is still small, 

and so is their share in the gross national product and in
 

exports.
 



PHYSICAL. VOLUMES OF AGRICULTURAL/LIVESTOCK PRODUCTION
 

UNIT 1976 1977 1978 1979 1980 1981 

Export prodcts: Thousands 81.8 87.2'! 98.5 98.6 108.8 114.3 
coffee metric tons 1187.1 1124.7 1183.0 1154.3 1091.6 1147.5 
bamllaS . as 
sugar cane " 2291.6 2519.4 2578.7 2615.1 2516.4 2521.0 
cacao " 5.9 7.7 10.4 10.4 5.3 4.8 
beef 125.0 134.1 146.0 137.3 114.9 140. 

Stavle cereals: 

rice 
Ncorn Is 

105.9 
114.0 

110.0 
84.7 

123,6 
' 62.3 

137,2 
72.9 

151.8 
74.6 

209.5 
85.0 

beams 16.2 14.1 14.0 11.3 11.5 12.3 
sorghumin 30.9 42.0 52.6 33.4 41.6 29.8 

Other aoric"I tural 
prodci4ce: 

cotton 1,6 7.0 2.7 1.1 0.8 0.5 
tobacco 3.2 2.8 2.4 2.1 1.7 1.9 
potatoes 24.7 25.4 26.0 26.8 27.1 13.7 
yucca 
plantains 
oni ones 

13,5 
65.4 
3.6 

14.1 
69.4 
3.7 

13.8 
76.3 
2.8 

14.5 
81.4 
3.4 

18.1 
94.6 
4.2 

17.0 
89.4 
3.5 

Other nrodwcts of 
amimal origi': 

hogs 
Poultry 
milh 
eggs 
,f ishery 

A,:i I 1ters 
Ai I.wwits 
Thousands 

11.5 
5.4 

271.8 
389.3 
15.9 

12.5 
5.4 

290.3 
368.7 
16.2 

14.9 
5. 

300.8 
376.1 
21.0 

20.1 
5.6 

306.1 
370.1 
24.7 

19.7 
5.9 

308.3 
391.4 
17.5 

21.4 
6.1 

320.3 
392.1 
16.7 

lumber 
metric tons 
Thowsaids 802.0 721.8 649.6 649.6 635.8 618.6 
cib.ime ters 

Source: Costa Rica Ceitral Banik 
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TABLE 2-6
 

YIELD OF PRINCIPAL AGLICLILTURAL PROLUCTS 

Startle cerealsa) 

threshed rice 
corn 

beans 

sorghn 


Ex or t
 

coffee beans 

bamalas b) 

smgar cane 


Other
 

cotton 


tobacco 


(Metric toNs/hectare) 

75-76 76-77 77-78 78-79 79-80 


2,2 1.9 2.4 2.6 2.9 

1.4 1.7 1.8 1.7 1.7 

0.5 0.5 0.6 0.5 
 0.5 

1.8 1.6 2.21.6 -. 1.8 

5.2 5.2 6.2 7.1 6.0 

3555 37.8 37.9 38.1 34.3 

64.7 68.2 71.3- 72.3 67.0 


0.7 0.6 0.3
0.5 0.2 

1.3 1.4 1.4 1.2' 1.3 


80-81 81-82
 

2.9 2.7
 
1.9 1.7
 
0.5 0.5
 
2.0 1.9 

8.0 

n.a. 

67.0 

0.3 
1.4 

a) As 
to staple cereals, the National Production Council has estimated
 
the follovig yields for the 82-83 crop: 
 rice, 2.9; corn, 1.8;

potatoes, o.6; and sorgluin, 1.8.
 

b) Calendar year, applies to the 
last year recorded.
 

"m.a. Not available
 

Source: 
 Executive Secretariat for Aqgric'ltural/Livestock 3ectorial
 

Planning.
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Another crop thiat has made considerable 

strides is oil palm, which, in many cases, has replaced balana 

plantations. This crop has been developed in order to supply
 

raw material for the oil industry, which serves the domestic
 

market and substitutes for irnorts.
 

Notivithstanding these mew agricultural/
 

livestock developments, traditional products are still the mrs
 

imvortant and the Costa Rican economy is highly depemidemt on
 

world prices of such products in order to attain any develop

ment goals.
 

2..1..2 Agrr,-industrial Production 

At the presenit time, the agro-indvstrial develor

ment of agricultural products includes: 

i. processing of fruits and vegetables 

ii. processing of vegetable oils and fats 

iii. milling products 

ive coffee mills 

v. s.gar mills and refinieries 

vi. manufacturing of cocoa and chocolates 

vii. tobacco industry 

viii. manufacturing animal feed 

ix. 	-ot ton gins
 

This industrial activity shows an acceptable spatial
 

coverage amd a satisfactory wtilizatiom of its inistalld cap

acity. For example, the imdustrialization of fruits and veg

etables has been located close to the production centers, and
 

present projects follow this trend tow;ard decentralization.
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This is also apparent in the V.'odwctlon of sugar, w'cro sugar
 

mills in the traditional area of the Central Volley have been
 

closed down, and mew factories have been' installed in the Gua

nacas te area.
 

As regards the i-mcdustrialization of products
 

originating in the livestock subsector, it includes the proc

essing of beef cattle, hogs, poiiltry, dairy products, and the 

utilization of by-products such as hid's, blood and bones in 

making flour for aiiimal feed. in the processing of beef cattle, 

there has been a rearrangement in the number of plants in order 

to achieve a bet'ter utilization of installed plant .a7pacity 

and, at the same time, to seek tke regionalization of this 

agro-indus try. 

in regard to the industrialization of marine prod

ucts, steps have been taken to strengthen the development
 

thereof, for example by installing a processing terminal for
 

export prodiucts at Cuajiniquil.
 

Lastly, in the timber industry, efforts hove been
 

addressed toward a better utilization of installed capccity.
 

In spite of these efforts, the sector industrial

izing agricultural/livestock products has shown important 

negative variations in physical volume beginning in 1980, ac

cording to the Industrial Situation study prepared by the "Ins

tituto de Investigaci6n en Ciencias Lco116micas" (Economics Re

search Institute) of the University of Costa Rica. 

The groupings of the agro-industrialsector (food, 

beverages and tobacco) showed negative values, except for cof



fee mills, sugar production and cattle slaughtering. In the 

food liue, with the exception of the manufacturing of vegetable 

oils, the other i;idustries show negative variations, and, ac

cording to the above--mentioned study, the ones that have suf

fered the most are the ones engaged in the processing of fish 

and the manufactutring of cocoa, chocolate and candy. 

The manufacturing of footwear and leather goods 

is the agro-industrial group that shows one of the greatest 

positive variations within the industrial sector in E981, (8.5) 

Lastly, as to by-productsa of forestry exports (lumber, wood 

products and furniture) after their physical volume increased 

in 198o, the act.ivity of lp.mber mills has been seriously af

fected * 1982, the volume of production having dropped. 

(Table 7). 

As regards the industrialization of traditional 

export products, after showing decreasing rates in i98o, both 

coffee and beef have increase3 their physical volume substaul

tially in 1981. This has not been the cdse with sugar, which 

has had negative rate changes in the past two years. 

The importance of traditional products withkin the 

agro-Ndustrial sector is such, that including them in the 

calculation of the changes of the physical production volumes, 

substantially affect the results. In 198o, wlhen these products 

show necative variations,thepercrmtoge variation of the physical 

volune of food tprod.ction becomes zero and that of the imdustry 

as a w!iole drops from 5.8 to 3.7 per cent. In 1981, in spite 

of the increase observed.in the production volume of. coffee and 

http:observed.in


TABLC 2-7 

EVOLUTION OF COSTA RICAN AGRO-INLUTR IAL PROrLUCTION 
(viatiom in physical volw:e of production as

agaimst the precedinq year)i) 
1978 1979 1980 1981 1982*
 

Imd-Is try total 
 8.7 3.7 5.8 -4.6 1.4 

Food beverages
 
anictbacco 9.6 6.3 -0.4 -3.6 0.6
-Food itents n.a. 6.8 9.6 -4.9 n.a.
-Beverages 


n.a. 8.2 -9.6 ". -1.9 n.a.s-Tobacco industry 
 n.a. 0.5 -7.2, -4.1 n.a. 
-Footivear andZeatler goods n.a. -3.9 15.0 8.5 n.a. 

L.Mirber, wood productsamvd furniture -8.5 2.7 11.2 -4.6 -2.3 

1) Does mot include beef, coffee amc! zugar 

" Estimates by industrial concerns 

Source: Ecoilonics Research Institute, m1wiversity of Costa Rica, Study
of Imcdlstrial Status 



2..2 

2-13
 

boof, iidustrial con traction was su4ch that tha variation im 

the sector, inclwding coffee, beef and sugar, continues to 

show a negative sign. H-owever, in food production, the varia

tio" becomes positive, going as high as 7 per cent aid as low 

as -4.9 per cent, if these three products are mot cosiclered. 

(Table 2-8)
 

Financing 

2.X.2.X 	 The National B3anking System and the agricultural/ 

livestock sector 

A large part of the credit used by the ogricLil

tv.ral/livestock sector comes from the Natiomal Banlzimg 3ystem 

and for this reason it is imteresting to amalyze how the latter 

operates in comnection with the sedtor. 

The National Banking System is made up of: 

i) The Costa Rica Central Bank 

'ii) The commercial banks: Bamcq racional de Costa Rico 

Banco de Costa Rica 

iii) The 

Banco Anglo-Costarricense 

Banco Cr6dito Agrtcola de 
Cartago 

private conercial banks, set up avid managed 

pursuant to the 

Bankzing System. 

organ c law of the National 

Credit applications made to the commercial banks 

of the system are hand led by: the Bank Manager if the request 

does not exceed 0.5 ,-,illiom colones. if it is for more than 

this amount but is less than ome million colones, the appZi-

A> 



TAIBLE 2-8 

EVOLUTION OF AGRO-INIDUSTRIAL PRODUCTION, INCLUDING
 

CO'FLE r B3EEF AND SUGAR 

(Variatiom iii pkysical volzame of prodction
 
as agaimist the previous year) 

1976 	 1977 1978 1979 


lmduSty total n.a. n.a. 9.6 3.1 

food, tobacco 

amd beverages n.a. n.a. 11.5 4.1 

food iterns n.a. n.a. 9.9 2:5 

%coffee -4.8 -2.7 16.9 15.0 

sugar -3.2 12.7 -1.8 1.7 

cacao 5.8 22.1 8.6 -3.3 

Source: 	 Ecopoi;iics , esenrci Imsstitixte, Umiversity of 
of Imwimstrial Status 

1980 	 1981
 

3.7 -0.6
 

-3.3 3.8 

- 7.0 

-13.2 33.9 

-2.4 -8.1 

-11.6 16.8 

Costo L*,ica, 3tw&y 
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cation is acted om by the Manager and the Assistant Manoger 
of tile ils t tti o)1. In theia case of higher amowi ts, the 	credi t 
Committee that studies requests amounting to a maxi n of 25 
million colones, has 
to meet. 
 If the credit applicatiom is 
for an even higher amnount, it must be studied and acted on by 
the Board of Directors. However, in no case may credit be 
given to an applicant for a sum larger than 6-per cent 
of the
 

bank's assets. 

For handling looms requested by small farmers,
 
there ive been organized the 
"Junias RuraZes de Cr6dito"
 
(Rural Credit Boards), uv.der the 3anco Nacional de Costa Rica. 

The 	procedures for granting the 
loans that ore of
 

interest are the 	.follow'ing: 

*I
1, 	Repayment of loom: Payment must be made on date of
 
maturity. 
 In case payments are made in advance, the 
interest paid in advance and not 	earned will be returned. 
Payments may be agreed on in instalZlments payable in
 

periods of no more than 
one year.
 

if the term of the loan is greater than 3 years, apvro
priate installments must be fixed, except in cases '-liere 
the 	investment does not begin 
to yield income until after 
a certain length of time, during which period the install

ments may be postponed, 

The 	debt is considered 
to be due and legally enforceable
 

by default of one single interest or principal payment., 
i) Security: 
 loans must be secured by a first mortgage or
 

by means of 
a first mortgage &ertificate, legally estab
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Zishd. Haowever, in nany loams, the fitaure crop is used 
aS a g14arailtee. 

iii) Maximnum loan: Mortgage departments of the commerciaZ 

banmks: 5% of the capital and legal reserves of 
the mort
gage department in the 
rural credit department of the 
san
co Nacional de Costa Rica and the credit sections for
 
small farmers of 
other banks, 300,000 colones. This cred
it is comstraimed to persoms having a maximum gross amnual
 

imcome of 
 8o,000 coZones, and the. 11axilnzlf limit is 4 per 
cent of the 	bank's capital and reserve-q.
 

other public imstituitions involved in agricultural 
credit
 

are: 

1). 	The "Instituto de Tierras y Colonizaci6n - ITCO" (the
 

Land and Settlement Institute", which gra"ts credit 
to 
its beneficiaries, which credits are -included in its
 
budget. However, beginning in 
198? due to budget prob

lems, 
ITCO has stopped grantimg loans. 
 In that year, 
the "Caja Agraria" (Agrarian Fmnd) was created for the 
purpose of 'giving loaxs to farmers in the Atlantic Hu6
tar 	region, through the implementation of 
the G CR-T-o3 4 
AID Loom Agreement. 

ii) The "Corporaci6n para el Desarrollo Agroindustrial Cos

tarricemse, S.A. (DAISA)"('ie corporation for the agro

industrial devclopment of Costa Rica), 
a subsidiary of
 
the "Corporaci6n Cos.tarricanse de Desar'rol7o, S.A. (CODESA)"
 
(Costa Rican Development Corporation), offers security.
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as a co-signer, for 
loans given by the National 13auiminq 

System to farmers wishing to plant mc!.on, pineapple,
 

ginger and peanuts.
 

The "Institkto de Fomento Cooperativo (INFOCOOP)" (I sti

tute 
for Cooperative Development) gives loans to the
 

coopeiative sector, with a ceiling of 
 r5 per cent of the
 

cooperative's equity, while loans 
for second degree coL
 

operative organizations, the ceiling is 20 por cent of
 

INFOCOOP's equi ty.
 

Another limitation refers to investment credit, wh0ich
 

may not exceed :o 
times the equity of each coorperntive,
 

or 8o per cent of 
the value of te investrent.
 

INFOCOOP offers 
three kinds of loans: short-term (a
 

maximum of one year), medium-term (a maximum of five
 

years), md long-term (up to :o years).
 

Up to 198o, the Costa Rica Central Bank defined
 

.the amnuxt of Zoas for 
the agricultwral/livestock 
sec

tor on an overall basis. At the present time, 
te Credit
 

Program for the Agricultwral/Livestock Sector is prepared
 

by the Executive Secretariat for Agricwltural/Livestock
 

Sectorial 
Planning (SEPSA) in coordination with te var

ioks entities of the sector, amd they jointly decide the
 

specific activities to be finamced and the amount per
 

activity.
 

The funds available to the National Bankling Sys

tem for makzing loas come 
front t!e repayment of other 

loans, from increases in deposi ts and. from foreign looms.
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2.1.2.2 Evoluttion of fiiacntimig for the sector 

Loans giveni to the agricmttiral/livestock sector 

are broken down into investmeit loans ad operating loans.. 

For the purposes of this analysis, these two categories are 

taken together, sinice investment loans in general are giveii 

both to finance activities such as preparing the soil and 

buying seed -- that is, the activities required to obtain 

future crops -- and for the purchase of machinery, eqmipment',
 

or investment in land.
 

The share ot the agriciltural/livestock sector
 

in the financing given by the National Banking System to lpri

vate activities.has increased considerably during 
the last few 

years, having exceeded 40 per cent in 98o amd 1981. i)-the 

1982 credit program, this share is even greater. It runs as 

high as 77.2 per cent. (Table 9).
 

However, this figure does not represent all of
 

,he public financing given to the sector, because there is
 

also"'financing for agricultural activitibs of 
the govern-ment.
 

(Table 1o). The financing for the agricultural activities
 

of the public sector represents more than 40 per cent of the
 

overall piblic financing for the sector, which includes con

tributions by the Central Government to the Ministry of Agri

culture and Livestock, the revenues from the budget of eoch of
 

the institwtions making up the rest of the agricultural pkblic
 

sector, which are directly or indirectly involved im the ac

tivity, such as ITCO, the National Production Council and other 

decentralized agencies." ,Also inclwded 
are foreign loans granted
 

to these institutions.
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EVOLUTION OF CRE"DIT FOR THE AGRICULURAL/LIVESTOCK SECTOR 

(millions of coioues) 

1976 1977 1978 
 1979 1980 1981 1982*
 

Total credit 5301.0 5765,1 6844.1 
 7299.6 7209.4 8785.1 
10933.9
 

Credit for
 
agricul tural/
 
livestock
 
qsector:
 
-arnowl t 2012.0 2178.5 2537.2 
 2707.1 3044.7 3880.0 8440.8
 

-percemi tage
 
of total 38.0. 37.8 37.0 37. 
 42.2 44.2 77.2 

Perceitage 
var ati omi 
-total credi t 14.1 8.8 18.7 6.7 -1.2 21.9 24.5 
-agricmZ tkral/ 
livestock 14.2 8.3 16.5 6.7 12.5 27.4 117.5 

" scheduled 

Sources: 
 Costa Rica Cei-tral iBaink amd Executive Secretariat for Agricul
tural/Livestock Sectorial 
Plamnimg
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PUBLIC FINANCING OF THE AGRICULTURAL/LIVESTOCK 
SECTOR
 

(r,-iilions of colomes) 

TO THE PU3LIC SECTOR 
INT,,':AE~I L 

RTESOU.CES RESOURCES TOTAL 

TO THE PRIVATE SECTOR 
NTENAL EXTE: NAL 

RESOU'RCES RESOUR'CES TOTAL 
INTEi&NAL 
RESOURCES 

TOTAL 
EXTE.NAL 
RESOURCES TOTAL 

:1976ao-'mt 
X- of total 

, of sector 

1077 
Cro ft%5of total 

of sector 

1078 
o Lyt

A of total 
56 of sector 

1 979 
a CFN t 
b Of total 
.: pf sector 

c;-o11 t0ot total 

of sector 

1046.4 

82.1 

1597.8 

78.7 

1878.6 

84.6 

1917.1 

75.2 

2227.1 

82.7. 

228.6 

17.9 

432.3 

21.3 

341.8 

15.4 

631.3 

24.8 

464.6 

17.3 

1275.0 

38.8 

100.0 

2029.1 

48.2 
100.0 

2220.4 
46.7 
100.0 

2548.4 
48.5 

100.0 

2691.7 
46.9 

100.0 

1927.5 

95.8 

2006.4 

92.1 

2468.7 

97.3 

2376.8 

87.8 

2944.2 

96.6 

84.5 

4.2 

172.1172..10. 

7.9 

68.5 

2.7 

330.3 

12.2 

100.5 

3.3 

2012.0 

61.2 

100.0 

2178.5 

51.8 
100.0 

2537.2 
53.3 

100.0 

2707.1: 
51.5 

100.0 

3044.7 
53.1 

100.0 

2973.9 

90.5 

3603.2 

85.6 

4347.3 
91.4 

4293.9 
81.7 

5171.3 
90.1, 

313.1 

9.5 

604.464. 
14.4 

410.3 
8.6 

961.6 
18.3 

565.1 
9,9 

3287.0 

100.0 

4207.620. 
100.0 

4757.6 
100.0 

5255.5 
100.0 

5736.4 
10010 

C 



TO THE PUBLIC SECTOR 
 TO THE PRIVATE SECTOR 
 TOTAL

'L XTt-ZAL NTL:,NAL 	 E,'T"ENiAL INTENAL 	 EXTE,NAL

RESO~iLCES RESOURCES TOTAL RESORCES RESOLiRCES TOTAL RESOURCES RESOURCES TOTAL 

am ollnt n.a. n.a. 2235.0 
 n.a. n.a. 3880.0 
 n.a. 	 n.a. 6115.0
 

of total 
 36,5 63,5 	 100.0 

1982 

amoI'mt 	 n.a. 
 n.a. 3277.5 n.a. n.a. 8440.8 n.a. n.a. 11718.3 

, of total 
 28.0 
 72.0 100.0
 

3 ;aidge ted 

Source: 	 Executive Secretariat for Agriculturol/Livestock Sectorial: Planning, and 
Costa Rica Central 13amk 
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inregard to the origin of the funds used by 

the governmeit to finance both the public anid private agrithe 

cwltwral/livestock activities, the), are mostly internal 
re

sources -- more than 8o per 
cemt. The utilizatiom of foreign 

resources is greater in the financing of public activities tllan
 

for financing the activities developed by the private sector.
 

It is interesting to analyze the shore of 
the
 

gross value of agrickltwral/livestoch procductiom 
that is fi

mamced 'itl funds administered by the "'goverrnet, whether these 

are local resou.rces or funds from 
foreign Zoas granted to the
 

pw~bZic sector. (Table ii)
 

As may be seen, close to 6o per cent of the
 

gross prorlictiom value is gemerated through the 
wtiZizatiom
 

of goverment fiancimg. However,'iji r98x this s!hiare croqs
 

smbstonti~ily, as 
a reskit of the deva-atiomi_;rocess acic? the 

reskltig imflatioi, because when the credit program was drawn 

up, the effects of this process were ot~comsidered arid there

fore, the volume of credit was mot adjusted to te some extemt 

as the price in-dex.
 

I" x98x, the increase in amou4nt of credit was 

6.6 per cent, while the gross production valie increased by 

79 per cemt, as a result of a substantial increase in prices 

in colones, for agricw{ltvraZ/livestoch products becawse, as it 

was explai-.ed above, physical production valwes reai-ed at 

levels similar to those of the previous year,
 

This circ imstace chamged the treed that had 

existed until 198,, 
 where the annWal variation rates of credit
 

'4I 

http:explai-.ed
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TABLE 2-:1 

,RATIO OF GROSS .C, CULTUUAL/L IV E.TOCK PRODICTION VALUE
 
TO CRErIT VOR 'Lug ,GCf ,ILI'UL/LVLSTQCK :SECTOR
 

COLONES IN NOA, I NiIL TEl.'A4S
 

(rillions of coloes)
 

ANNU2AL 
GPV (.) CREDIT(2) PERCENTAGE VARIATION RATES 

2/1 GPV C EF IT 

1976 5675.7 3287.0 52.7 - 

1977 7349.7 4207.6 57.2 29.5 28.0
 

1978 7935.2 4757.6 60.0 8.4 13.1
 

1979 8642.1 5255.5 60.8-" 
 8.9 10.5
 

1980 9950.1 5736.4 57.7 15.1 9.2
 

1981 17799.7 6115.0 34.4 79.0 6.6
 

1982* 29000.0 1) 11718.3 2) 40.5 62.6 91.6
 

1) Proportion. 
2) Credit program
 

-our ce: Drawui up by us on basis of data from tke Costa Rico Ceuitral Bank 

/ .- • 
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in TloniniaZ terms colones had exceeded those of the gross 

production valhe. 

At the same time, it must be stated that farm

ers also resort to other fhicamcimig sources of a private na

ture, such as 
credits given by suppliers of domestic acd 
foreign agr.icvltural in'puts,.advamces by virtue of exports, 

etc.
 

Vhile there are no data on the volume of such 
finaucimg, if it were taken into consideratiom it wouZcl im

crease the share of the production value generated through 

credit, arid it would result in 
a very low utilization of their
 

oiW resources.
 

since the finamcing is required to cover pro

dwctiom costs and mot 
the gross value thereof, the utiliza

tion of the farmers' own resources will be less, even in the 

last few years, since the variation in production costs, W"ile
 
it has been greater than in previous yen s. due to t'e increase
 

of 
the price in colones, of inputs avd imported prod.wction
 

factors, it has not gone up as 
much as the gross production
 

value.
 

The above is due 
to the existeiice of a high local
 
value-added in agric{ltural/livestock production and 
to the
 

importamt share of the gross production value represented by 
export proc!wcts, which have shown considerable increases in 

yield as a result of devaluation.
 

Let us n.ow examine what has happenoed in the 

specific case of rice, and the sitmatioil in regard .to the
 



staple ceraZs in 
the 1982 credit program. (rabies 13)
12 and 


As may be seem in Table 12, the share of tihe
 

production cost of 
rice that is financed with credit from 
the
 

National Banking System is very high, and it shows 
a consider

able decrease in the 198o-198i crop, due to the fact 
that the
 

credit program did not provide for 
the increase in costs or
 

the increase in area 
to be planted.
 

For 1982, it is planned to cover an 
even larger
 

share of t'e production cost of ctape-.cereals with the credit
 
given by the National 3anmking System:, going as 
high as go per
 

cent in rice and almost oo per cent in corn.
 

in general, the behavior of the Costa Rican
 

agricultural/livestock sector shows a high share of 
resources
 

from the public sector 
 financing prod,4ctio~i costs. At the
 

same time, 
it must be taken into account that there exist other
 

sources 
of direct financing, both external, as in the case of
 

advan.ces on 
the coffee crop, and internal, as in tie case of
 
cred*t offered by input amnd machinery suppliers to farmers.
 

Therefore, one important fact 
to be considered
 

in the 
future development of agricultwral/livestock activity
 

that Costn Rican farmers are
is extremely dependent on financ

ing in order to 
operate their farms and that,,in general, they
 
do not use their own resources for such purpose, either because
 

they are 
wnable or unwilling to capitalize or because of tleir
 

aversion to 
risk is so great that they do not find it profit

able to use their own resources.
 

At the same time, the availabiZity of an abunidant
 

volume of credit at subsidized interest, rates, up 
to 1980, and
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TABLE 2-12 

CREDIT AND COSTS IN RICE PRODUCTION
 

1978-1979 1979-1980 1980-1981 1981-1982 1982-1983 

Cost/ha. (() 455616 5089.9 -7064.5 9987.4 21662.5 

Has. plamit~d 73747 81216 84629 72494 85000 

Total cost 
(Millioi a) 336.04 413.37 598.71 724.03 1841.32 

Credit for 
rice (1) 236.4 • 209.6 260.7 442.8 1592.7(2) 

Share of 
credit 70.3 50.7 "43.5 61.2 86.5 

(1) iarket rate, does n-ot im-clhde credit to small farmers plantig rice 

(2) Schedvled
 

Source: Nation-al Productiom Cowncil auid Costa Rica Ceimtral Bak.
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TABLE 2-13
 

RATIO OF COST TO CREDIT SCHEDILED FOLR THE PRODUCTION OF STAPLE
CEREALS FUi", THE 1982-1983 CoP-

RICE BEANS 
 CORN SORGHUd
 

Production cost/ha.
(13) 21663.59 16668.11 
 15057.59 14154.67
 

Number of'hectares 
to be planted 85000 32000 49800 45000 

Tota7 cost of crop

(millions of () 1841.32 533.32 749.87 636.96 

Loan per hectare (M) 17244.00 11222.00 11616.00 10515.00 

% of cost 79.6 67.3 77.1 74,3 

Schedkled program 

(I) (inilliois 0) 1592.7 392.8 737.9 208.5 

of total cost 86.5 73.6 98.4 32.7 

(:) Does not include financing for small farmers
 

Source: National Production Council, Costa Rica Central Bank
 

http:14154.67
http:15057.59
http:16668.11
http:21663.59
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the low actual rates in force in the mark~et, during the past two
 
years, made it extremely attractive for farmors to use the credit 
and made possible a substantial deviation of same toward other 
activities, very often speculative 
or encouraging an outflow of
 

foreign exchange.
 

2.1.2.3 Evolution of credit by products
 

Of the total 
credit given to the -qgricwltkrol/livestock
 
sector up to 
i8o, the products of agricultural origin received 
around 6o per cent, amd coffee is the ihidividual product that used 
the largest share of the credit, close 20 perto cent of the total. 

(Table 2-14). 

The breakdown of credit to 
the sector by products fol
lows a pattern quite similar 
to the share of the various agricul
tkral/Zivestock products in the gross productiom vaIue, vith a 
high share of the traditional export products, coffee and beef.
 

However, during the last few years, the credit policy 
has been oriented toward trying to give greater assistance to 
non-traditionai products and to 
the production of staple cereals,
 

in order 
to become self-subsistent.
 

Up to 1981, coffee and beef showed a large share in
 
the overall agricultural/livestock credit, 
to the extent of al
most 50 per cent, whereas in 1981, and even more so in 
the 1982
 
credit program, the non-classified items and the staple cereals 
substantially increase their share, ulder a policy of food self

the agricultural/
 

sufficiency. Still, export products were not overlooked. 

2.1.2.4 Loans and rates of interest 

An important element in the credit to 
livestock sector are 
the loans stipulating maximum amounts 
to be
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TA :. 21-4-

PERCENTAGE BIEAKDOI;N OF AGR ICULTURAL/LIVESTOCK CREDIT 
13Y PI<OLLICTS 

1976 1977 1978 
 1979 1980 
 1981 1982
 

Agriculture 

1. Coffee 26.0 16.1 16.4 20.6 19.2 22.5 11.0 

2. Cacao 0.2 0.3 0.3 0.5 '- 0.7 0.01 0.6 

'3. Caie 1.1 3.6 1.7 0.8 1.3 2.1 1.9 
4. Staple cereals 15.3 16.9 21.7 12.4 18.1 13.5 34.7 
5. N011-classified 24.0 22.9 20.1 23.8 20.3 42.1 35.1 

smb-totaZ for 
oagricultkre 66.6 59.8 60.2 58.1 59.6 80.2 83.3 
Livestock , :; -
img amid fishery 33.4 40.2 39.8 41.9 40.4 19.8 16.7 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Source: Costa Rica Cemtral Soamk 
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financed per hectare and by prodwcts. These amounts are fixed
 

at the beginning of the year and are applicable to the credits
 

that are granted to finance the year's crop.
 

The variation rates for the loans have not
 

shown a similar behavior for all products. However, they seem
 

to have considbred the price increases observed in the period
 

immediately prior to the fixing thereof, but mot so 
the expected
 

increase in the period for which they are prepared. Thus, during
 

the last few years where there ais continuous and substantial in

crease in prices, the lons in most 
cases cover increasingly
 

smaller shares of the production cost. (Table 2-15).
 

As to the rate of interest, after severa. years
 

of a policy of comparatively abundant credit for agric4ture at
 

subsidi*.dd rates ranging from 8 to xo'per cent per anm, said
 

policy was changed for the 1981 amd 1982 
credit programs. (Table 2-16)
 

subsidized credit only represents 18.7 per cent
 

of the credit to the sector in the first yecqr, 
and lo per cent in
 

1982, with an interest rate of 12 per cent per annmum. The proj

ects that, in 1982, will be 
financed with swbsidized credit are,
 

among others, the reforestation projects, the community, farmer,
 

self-management enterprises, loans 
to small farmers, the fishery
 

plan and development of rzral women.
 

The other activities will be able to obtain
 

credit at a rate fixed at 3.5 points above 
the basic passive 

rate, which at the present time means a rate of 25% per anum. 

Even so7the actal; rates of interes.t, fixed 

for the Zoans by the .N.tional. Bmaning System are negqive rates 

http:subsidi*.dd
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TAIBLE 2-15 

ANNUAL VARIATION i-ATES 01' : ULGS I1I-D LOA.N; PER HECTARE 

ACCUMU1AiTED 

1977. 1978 1979 1980 1981 1982 1977-1982 

Sugar cone 11.19 - - 13.58 122.59 69.75 355.7 

Seans 5.64 - 67.09 -0.33 38.26 112.54 407.3 

Corn 18.93 4.93 - - 26.59 164.60 318.0 

Rice 12.19 -12.51 5.15 32.64 69.61 107.65 382.1 

Potatoes 10.23 12.16 - 26.79 38.10 n.a. 116.5(1) 

Cotton 31.29 6.50 6.15 6.81 183.29 - 345.5 

Sorh'lIn -8.63 14.71 -6.19 34.27 65.71 71.72 275.7 

Yucca - - - - 44.33 95.63 182.4 

Soy beams - (2) - -11.66 9.61 153.91 53.13 276.5 

wkolesale price 
index in tke 
previous period 7.23 7.38 9.40 24.04 21.58 82.09 

ihJolesale price 
imdex ini tne 
period 7.38 9.40 24.04 21.58 82.09 133.30(3) 

(1) Accumulated 1977-1981 

(2) Year in which loas are determined for the first timie 

(3) Cstirnatcd 

Source: Costa Rica Cemtral Bank 



TABLE 2-16 

ACTIVE AND PASSIVE INTEREST RATES 

OF THE GOVERNMENT COMMERCIAL BANKS -/ 

I) ACTIVE RATES 
1977 1978 1979 1980 1981 2 

A) OF THIE COMERCIAL DEPARTAENTS 

z. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

1o. 

Agriculture, livestock, hk;-ting and fishery 

Industry 

ConstrLuction compa'nies and machhine and 
equipment repair shops 

Housing 

Services ad tourism 

Electricity amd other energy sources 

Government and .public institutions 

Personal loams 

Loans intended for financing transfer 
of agricv.t!4ral real estate, fo-r
operation pkrposes 

Commerce cwid others 

9,27 

.9,50 

9,50 

10,00 

9,60 

9,00 

8,00 

16,00 

--

16,00 

8,87 

10,00 

10,00 

12,00 

10,33 

9,00 

8,00 

16,00 

14,00 

15,33 

9,60 

10,54 

15,64 

12,82 

15,64 

,15,64 

15,64 

15,64 

--

15,64 

12,47 

14,93 

21,86 

15,93 

21,86 

21,86 

21,86 

21,86 

--

21,86 

16,35 

19,55 

23,83 

23,83 

23,83 

23,83 

23,83 

23,83 

-

23,83 

B) OF FINANCE SECTIONS 

x. Agriculture, livestock, industry,
constrzuction companies and Jousing 13,00 13,00 16,02 22,32 24,02 

2. Commerce, personal loans, services
and others 20,00 20,00 19,94 24,00 24,02 



U) PASSIVE RATES 


A) OF THE CC?2,'.ERCIAL DEPARTMENTS
 

1. 


2. 


Savii,!s at sirtA/
 
a) In "oatioyal cirrevicy 

b) 	Im,foreign, currency 


Time 'eVosits
 

a) 	 in foreign c!trreIcy
 
aa ) 2-mOnth 


a) 2- 1Oth 

a3 3-mth 


a4 ) 6 inonths 
avd less thc~n E2 Mo. 
a5) 12 No. mnd less than 24 MO. 
a6) 24 MO. amtd less than 36 Mno. 
a7) 36 mo. and over 

B) 	OF THE FINANCE SECTIONS
 

1. 	 Tine derosits
 

a) lii natioial ckrr-iicy
 
a1 ): onth1Z/1z 2 	 2 MO-kit s Z/a2 ) 	 2 moviths 7'-

a ) 3-

3 ) 6 months a d less 
than 12 m . 
a5) 12 mo. a d. less than0) 24 mo. 
a a d less t1;a 36 Moo.6 ) 24 MO. 


a7 ) 36 months aimd over 


IN)?EST RATES (brokgrt forward) 

1977 1978 1979 1980 1981 

6,00 


3,00 

-

7,55 

7,87 

8,13 

-

... 


-

10,25 

11,25 


12,25 

6,50 

4,25 

-

-

9,88 


9,88 

9:88 
9,88 

-

10,38 

10,38 

10,38 

10,38 


8,00 

8,00 

-

-

12,24 

11,84 

11,19 
10,95 

-

-

12,93 

12,56 

12,86 

12,86 

8,00 8,00 

6,00 6,00 

- 16,70 

16,89 

14,01 16,88 

13,94 17,55 

13,49 16,44 

13.32 16,42 
13,35 16,40 

18,50
18,50- 18,50 

16,29 17,16 
17,70 19,96 

16,88 19,96 

16,06 18,64 

16,06 18,64 



INTEREST RATES (brought forward) 

NOTES: 

_/ 

2/ 

3/ 

A/ 

5/ 

6/ 

2/ 

An;iual averages 

Throv.9h November _6th 

Lp to U5,oo for 1979 and 198o 

Depcsits in checki -g accounts to not earn 

For 1978, covers as of October 2nd 

As of March 3rd, 1981 

As of Sept. 8th, 1981 

interest 



since the inf[lation rato far exceed the market rates of interest. 

2*1.2.5 	Finrncing problems 

The greatest problem faced when using the credit.
 

is the delay in deciding on the applications, which means that the 

funds are received late. This bureaucratic problem becomes more 
critical dkriny times of inflation such as the present time, since
 

any delay in granting the credit could mean 
that it is insufficient 

by the time it is used, due to the cont4viwal increases in vrodwc

tion costs. 

At the same time, after the credit application
 

is approved, there are significant delays iki the disbursements by
 
the bank, largely due to the controls set 
up in order to prevent 

deviations from the purposes for which the credit was granted. 

it is therefore important to seek administrative 

mechanisms that will expedite the handling of the credit, but these 

mechanisms must not mean giving up the controls on t e use of the 

credi t... 

2.1.3 External Sector
 

2.1.3.1 	 Evolution of exports 

Prices of the main export prices for the agri

cultural/Zivestock sector continue to be the determining e lements 

for the evolution of the country's trade balance aid, mainly, for
 

the variations in exports. 

At regular prices, these show two different 

stages since 1974, as a result of the variations in the prices 

of coffee and other traditional p roducts. From 1974 through 

1977, there is a rapid 	growth in exports, with variation rates
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of more than 20 per cent a year, whereas -inlater years, the rate 

of increase was much smaller, with a maximui variatiom of 8 per
 

cent a year in 1979. (Table 2-17). 

The influence of agricultkral/livestock prod

ucts on the volume of overall exports is readily apparent, since
 

they represent more 
than .6o per cent of the total exports, and
 

their share has dropped in the last few years, they continue to
 

be the funcdamental basis for the inflow of foreign exchange into
 

the country. (Table 2-18)
 

This close dependence of t!hese products on ex

ports is a serious problem, siuice the fluctuating behaivior of in

ternational prices makes it impossible to assure a continuous in

crease in the inflow of foreign exc!hange. 

In regard 1.o .r,;-trditiona proo!ucts, in generol, 

there have been chanoes in t4e kind of produIcts expor ted, but not 

in the overall value of exports. For example, there is a consider

able drop in exports of Nmber amd dairy prd",4cts in tie lost few." 

years, while t!e exportation of v,.getables, flowers and ormoanewtal 

plants has been increasingly steadily during the same period. 

Another important aspect is the small share of
 

processed agricultural/livestockz products in the overall exports,
 

which share is eveni lcss if the exports of sugar and fresh b3ef,
 

whicli are incluried in the line of agro-indids tries, are not talzem
 

into consideration. Im general, iatwral
the country exports prod

ucts without amy kind of processing and the developemt that has 

come about in agro-industry has been directed mainly toward do

mestic consumrtion, to substi tte imoorts and not for exort. 
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TAB3LE 2-r7 

VARIATION RATE FOR AGRICULTURAL/LIVESTOCK AND AGRO-ITUfUSTRIAL cXPO: rS 
(per emtoage) 

1976 1977 
 1978 1979 
 1980 1981
 

Coffee 
 58.8 107.4 -1.7 0.5 -21.4 -2.9 
.BauhaMas 3.2 1.1 13.0 12.1 8.9 19.0 
Smgcir -48.7 -36.8 1.9 10.1 132.6 5.9 
Cacao 30.2 147.8 -11.7 -35.8 -56.7 -35.7 
Staple cereals -7.4 
 300.0 -12.0 68.2 7.4 n.a. 
Fresh beef 26.2 8.9 3b.7 35.5 -13.5 4.7 
Fishery 52.9 11.5 24.1 56.9 -18.6 n.a. 

Agri-cil tiiral 
prodmcts 
 25.8 56.9 3,5 2.4 -9.4 -4.1 
Agro-mids trial 
Prodvcts 
 -5.4 19.6 -0.8. 33.0 -0.3 39.3 
Total for
 
the sector 
 17.5 48.9 2.7 7.5 -7.5 5.5 
Total exports 20.2 39.7 4.4 8.0 7.2 3.4 

Soxrce: Our ow;i analysis on the basis of figures of the Costa Rica
 
Central Bank. 



TAI3LE 2-i8 

EXPONTS BY THE AGRICULTUFZAL/LIVSSTCC-K AND AGRO-IN,-TAST:IAL SECTCR 

(?-illicIs of dolZars) 

1976 
 1977 
 1979
VALUE % VALUE 
1973 1980 1981 (1)% VALUE % VALUE % VALUE % VALUE % 

Coffee 153.9 25.9 319.2 38.5 313.7BEa -a;-,as 36.4 315.4 33.8148.7 25.1 150.3 247.9 24.7 240.7 23.2
18.1 169.9 
 19.6 190.5 20.4 
 207.5 20.7
S 246.9 23.8Cacao 24.7 4.2 15.6 1.9 15.9 1.8 17.56.9 1.2 17.1 2.1 1.9 40.7 4.1 43.1 4.2
StanZe cereals 2.5 
15.1 1.7 9.7 1.0 4.2 0.4 2.70.4 10.0 1.2 0.3Freshi beef 8.8 1.0 14.8 1.640.5 6.8 44.1 5.4 15.9 1.6 n.a.Fishery (2), 60.3 7.0 81.7 8.7 70.7 7.15.2 0.9 5.8 74.0 7.1Other (3) 0.7 7.2 0.8 11.3 1.231.5 5.3 54.1 9.2 0.9 n.a.6.5 42.0 4.9 39.3 4.2 32.9 3.3 56.1(4)5.4i.gri ctiZ t ura /

Zives toch 
sector 325.2 54.8 510.1 61.6 527.7 61.0 540.3 57.8 489.5Aaro-i idvstries 48.9 469.2 45.388.7 15.0 106.1 12.8 105.2 12.2 139.9 15.0 139.5 13.9 194.3Total sector 18.8413.9 69.8 616.2 74.4 632.9 73.2 680.2 72.8 629.0 62.8 663.5 64.1TofaZ exports 592.9 100.0 828.2 100.0 864.9 100.0 934.4 100.0 1001. 100.0 1035.8 100.0 

(i) Pre i ni ,ary(2) 1nc'Ldes fresh and processed fish aud seafood
(3) U-icmdes iidtvstriaZ'zed agric{ltral/livestock(4) uIclimdes prodhictsthe 
rest of te agricLi(tLural/Zivestock prodzicts
Sokrce: Owr ovm analysis on the basis of figmres of the Costa Rica Central Banik. 



in the last few years there has been a cc,til" 

amount of devolopment ini the export of "on-traditiomal agricultwral/ 

livestock products, and particularly products sublitted to a ccortain 

amount of processlng. 

in the light of the above, it is imiporta;it to 

remark on a peculiar characteristic that has become evident in 

the exports of-agricultural/livestock rrodcts. 

V1ith the exception of the main export productq
 

(coffee and bamanas) agricultxral/livestock and agro-icidmstriaZ
 

proclLfction has been developed for the Pv.r'uose of supplyinq the 

domestic market a;id of smbstitktimg inmports, and only v'heu there 

have been prodctici swrpltuses has export been cousicered. There

fore, since export is uot the goal, uo prodhctiom ayid control meth

ods have beeni developed to ensure qu'ality standards required by 

the most important markets f or =.zricuL.tmral/livestock procducts. 

in addition, neither the organizations nor the mechamisms suitable 

for continuous and responsible research have been developed in the
 

country for the purpose of studying the pros/pects offered by the
 

various world markets, the best way to carry out exports, the 

competitive situation, prices, etc.
 

The above has resulted in frequent failures in
 

exporting new products, vKhich represents considerable losses for
 

the country, either as a result of products which are rejected
 

or of foreign exchange which fails to materialize.
 

Efforts have been mnadc to improve this sitva

tion, including the creation, in i968, of the Center for the Pro

motion of Exports and lyve,,tments, whose functions imclude the 

identification of new exportable products, research for opening 
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up new markets, giving technical assistance to exporters, etc.
 

However, to date the 
results obtained by the Center have not been
 
satisfactory, as 
revealed by the prelitiinary findings of the Ex

port Promotion Survey carried out by the 
Institute of Economic
 

Research. In said survey, the 
lack of information on markets
 

.appear as one the
of most seriows problems in order to increase
 

exports. Furthermore, 
a large number of companies 
are not -ware
 

of the existence of the Center.
 

At the same time, the',State, thromgh tie "Cos

ta (,ican Levelopment Corporation" (CODESA), a mixed capital cor

poration, formed 
a subsidiary (the "Corporation for costa Picam 

,.gro-indstrial Develo-.ment" (DAISA) which, among other trhinos,
 

acts as 
exporters of non-traditional agricwltwrl/Zivestock .rod

uct3 such as 
melons, pimeappZes, coconits, "chayotes", gC.nmer aid
 

honey.
 

2.1.3.2 Export markets 

The maimn markets to whi ch'Costa Rica cgr-cxl
tural/livestock products are exported are, the United atates of 
America and the member countries of the European Economic Com

mnnity. For example, in 198o, 78.2 of the beef, 52.7 per cemt 

of the bannas, 25.7 per cent of te coffee and 3o.8 per cemt 
of
 

the cacao amd all of 
the sugar procluced in te country 
ivere sold
 

in the United States,
 

Exports of the new agriclt4ral/livestock
 

products also wind 
u in suchi market. Melons, giyiger, chayote
 

and honey are exported to 
the U-nited States avid Cavnda.' 'i'ie,
 

pieopples, nrvd cocomits 
are 
also exported to i.troige,
 



Other markets, such as countries in the Arnb 

world, have not been opened mainZy clue to transportation prob

lems, while 
the markets of South American countries offer serious
 

limitations due 
to the existence of regional integration ithich
 

protect, by means of heavy tax barriers, the productive activ

ities developed in the member countries,
 

These markets, w;hich do mot have such strict
 

quality standards or sanitary cont:rols, could be a more realisti'c
 

option for the country's exports.
 

Nevertheless, one important that must be
area 


developed and handled properly in the agricultural/livestock sector
 

is the setting up c-f stricter quality control and sanitary control
 

measures, in order to eliminate one 
of the serious problems limit

ing access into international markets. 

It must also be Noted that on maoiy oucasioms, 

quality standards are used as pro.tectionist barriers in order to
 

impede the entry of products that would compete with domestic
 

production of the countries setting them up.) 
Therefore, less 

stringent measures could mean a considerable stimulus for agri

cultural/livestock exports from Costa Rica. 

In addition to the problems of the destination
 

of exports and of developing production aimed at export, Costa
 

Rica has serious problems with the transportatiom of its products,
 

both locally toward export ports and with international traiis

portation, fundamentally because there is 
no temporal distribition
 

of the load to be transported but rather, the exportation of agri

cultural/livestock products is.concentrated in 
one part of the
 

f/~; 



2-42
 

year. Foi example, there is a shortage of refrigerated transpor

tation, which is essential for exporting perishable products. 

Transportation is also a'limiting factor for 

the opening of exports to markets outside the United states and 

Europe, since, in general, the volume of shipments does not allow 

the exprter to charter a ship solely for its products, and the
 

shipping lines operating to mationial ports have, their destias 


nati on, the United States or Europe.
 

One way to solve this problem would be to or

ganize export companies in order to encourage and increase the
 

volume of shipments*anid thus be in a position to charter ships
 

to operate new routes that will make..it possible to 
export to
 

otVer markets.
 

2.1.3.3 Imports for the sector
 

The agricultural/livestock sector,:which gen

erates more than 5o% of export foreign exchcnge, only shares in
 

5% of the country's overall imports in the purchase of raw ma

terials and capital goods. The annual variation im the value
 

of imports of the sector, in general, has been smaller than the 

growth rate of overall imports, for which reason its share has
 

decreased during the last few years. (Table 2-19)
 

Until :177, imports intended for the agricul

tural/livestock sector 
were about equal between raw mnterials
 

and capital goods. 
 As of that year, most of the imports of .the
 

sector have been raw materials, mostly fertilizers.ad pesticides,
 

while capital goocds, particularly in the lost two years, show im

portant negative variation rates.
 

http:fertilizers.ad


TABLE 2-10
 

CIF IMEPORTS FO3 AGR ICULTURE 
6Y ECGO.'0:,:j C, TrGCT I ES 

(,'illiCo;s of dollcars) 

1976 1977 1978VALUE 1979 1980VALUE 1981VALUE Z VALUE VALUE z VALE Z.
R:" tcterias 22.8 3.0 29.2 2.9 34.2A,',;uL r:eciciyes 2.9 36.0 2.6 50.7 3.31.5 46.1 3.2.2Ferti lizers 2.4 1.73.7 2.9Pesticides 7.9 3.7 11.5 n.a. 

16.5 8.823.1 n.a.Other u, 25.7-ts 21.11.1 35.02.0 n.a.2.4 1.7 
 4.0
C 'taZ n.a.oo C 2.8 28.41.!C,"iLi.ery 
22.0 2.8 27.1 2.3 29.218.7 2.1 23,522.7 1.5 13.8 1.:Tools 22.8 1.2
0.9 18.2
1.4 n.a.
0 : e r 1.2 7.42.4 1.74.3 n.a.3.1 4.6 3.5 n.a.

Totcl ivnorts by 
livestock sector 44.8 5.8 57.6 5.6 61.3 5.2 65.2 4.7 74.2Total imports 4.8 59.9 4.9
Vratic rate 770.4 100.0 1021.4 100.0 1165, 7 100.0 1396.8 100.0 1523.8 100.0 1211.2 100.0 
CaritciL OociS 8.9 2-8-.0lmports for 17.1 5.311.4 40.829.1 -9.1agricl t!Are -4.6 7.710.1 -19.428.6 -41.3Total inports 6.4 6.411.0 13.832.6 -19.314.1 19.8 9.1 -20.5 

So irce. 
 Our. owi--analysis based on figures svpilied by tke Bvreau of Statistics mod Ce-sus. 

_A
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The drop in the purchase of capital goods for 

the sector, added to am importat sale of agricultural machinery 

exported from the country during the past year, 
cokd cohstitwte
 

a serious problem for developing a policy of sustained growth for
 

the sector and in general the production of food.
 

rLwrimg the past year 
there were important sales
 

(legal or otherwise) of agricltral machinery toward Panama, 

which drastically decreased the availability of harvesters, 
trac

tors, graders, etc. Hi many cases, the'sale was made in order to 

pay off dollar debts that had bee;i incurred for the purchase of
 

that same machimery', but in others, it meant am omtflow of.copital. 

Ha1-lever, cvc i.-the for,:er case, the sole of 

the machinery has harmfwZ effects the economy ason a whole, since
 

it cam meam smaller prodmctioii volmme. 

Vvhile in iga8* there ,as not a cosiderable 

drop in raw material imports for agriculture, the prospects for
 

this year wowZd seem to indicate ihat the drop will be smbstaoitial, 
which will affect agricultural/livestock yield simce there is no 

domestic availability of suitable substitutes for fertilizers and
 

particularlyherbicides, pesticides aid veterinary products, 

For the economy as a whole, this drop in yield 

cam mea am importamt loss, simice the volumes to be exported vill 

decrease omd, therefore, so will the inflow of foreign exclaiyge, 

while at the same time, when the domestic prodwction of staple 

cereals, fruit, vegetables, etc., drops, the import of these 

products shold increase, which wowdd mean 
a greater outflow of 

foreign exchaiige. 



TABLE 2-20
 

Ui,'POTS OF ACICULTURAL/LIVESTOCK AND AGRO-INDL4STRIAL PRODUCTS 
(milliois of dolZrs) 

1976 
 1977 1978 1979 
 1980 
 1981
 

VALUE % VALUE % VALUE % VALUE % VALUE % VALUE % 
A.i~r cl lt Dre 30.5 4.0 30.6 3.0 30.6 2.6 37.5 2.7 63.3 4.2 n.a. 

2. Fis~iery 0.3 0.03 0.7 0.1 
 0.8 0.1 
 1.6 0.1- 2.2 0.1 n.a.3. Forestry aidtimber 0.6 0.07 0.8 0.1 1.3 01 1.7 0.1i. . .a
4. Totalt'4raZ/ agricHdves t occ
 

sector
5. Foor, iterns,•.
 31.4 4.1 32.1 3.2 32.7 2.8 40.8 2.9 67.2 4.4 63.5 5.3 
beverages

aid tcbacco 34.3 4.4 46.8 4.5- 51.6 4.4 58.8 4.2 67.6 4.4 62.1 5.16. Total anri

ag ro-i;icist rja I
i rr.orts 65.7 8.5 78.9 7.7 84.3 7.2 99.6 -7.17. Total imports 770.4 134.8 8.8 125.6 10.4100.0 1021.4 100.0 1165.7 100.0 1396.8 100,0 1523.8 100.0 1211.2 100.0 

Variation rates 
1. -21.4 0.3 - 22.5 68.8
2. n.a.- 133.3 14.3 100.0 37.5
3. n.a.- 33.3 62.5 30.8
4. - n.a.-20.8 2.3 1.7 24.9 64.75 -5.622.5 36.4 
 10.3 14.0
6. 15.0 -8.1 
7 

-3.0 20.1 6.8 18.1 35.3 -6.811.0 
 32.6 14.1 19.8 
 9.1 -20.5
 

Source: OLr o;;r1 a)ialysis baseci on fig!Arcs of the Costa Rico Central Sarik 



However, from the indivilwal point of view, 

the drop in the use of imported inputs and the drop in yield per 
hectare does not necessarily mean a reduction in profitability, 

the amount
 

since the drop in costs could be greater than the drop in the 

revenme per hectare. 

2.1.3.4 Food trade balance 

In regard to the food trade balance, the coW-a,
try shows an importamt favorable balance in value, since 

of imports of agricmltkral/livestoc and agro-imdwstriaZ procdwcts 

are about 15 per cemt of the total exports of the saine kinm of 

prodv.cts. Until 198o, the trade balance of agricitZ.Ltral.'livestock
 

prodmcts showed annual variation rates that were always positive, 

but in 198o, cie to a reduction in exports by the sector and a 

consid2rable increase in the imports of these protducts, while the 

trade balance continues to be positive, it has decrensed (Table
 

2-20).
 

It is important to anaZize, the make-ui 
of "'ese
 

imports of food. 
 Staple cereals constitute more than 30 per cent
 

of same and dairy products close 
to 7 per cent. (Table 2-21)
 

The country imports agricmltural/livestoclz prod

ucts which are fwmdamental to Costa Ricans' diet, such as beans, 

corn, w:'heat and dairy products, ;hile agricLltwral/livestocl,ex

port products do not have the same importance in the diet of the 

pecple of the importing cotintries. 

2.1.4 Demand by agricwltural/livestock products
 

From 1976 through -98o, the apparent per capita con

sumption of the main items for domestic consumption shows a be



havior that is q'ite stable. Tho stapZe cereals, which are es
sential to the Costa IRicas o diet, are what shows the greatest
variations, si .co const-mption dropped dtring the middle years of
this perio' ard recover begini i in :t98o. (Table 2-21) 

At the same time, if we comsicer tile evolu
tion of the total food available"for domestic comswri tiom, it is 
evident that wheni domestic production grows at loiter variation 
rates, the increase i- exports by the sector is achieved by re
dLcipig the anm-aZ variation of the appace;lt co lswnption. (Table 

2-23) 

For tie 1977-1979 period, the variation
shows negative values 

rate 
and this, combined with pol4ation growth,

results in the per capita comsumption drotppi 9 in those years. 

Tle sLibsclwent recovery (1979-1981) of t'evariation rates in apparemt consumption was achieved thamks to 
a consicerable increase in imports in 198o awd to decreases in 
the growtt.h of exports, mainzy in 1981, inasinkch as .itiri-g that 
period, domestic prodwction decreases.
 

The ecooomic 
crisis thromgh Ahich the cowmtryis goiing since 198o has meamt that in order to achieve a swbstan
tial incrcase in domestic coms ui-ption it has been necessary to 
sacrific, to a large exteit, the export of food items. 

For the ILirposes of this analysis it was ass imed ttia t the domes tic o-tpLit of th a agrici4Z tira I/Zi tes toclz 
sector was onethe from which was tal-en tle prod ction imtecled 
for processing export food prochicts, so there are only imcZded 
the cagricu-tmraZ/livestoc, prodwcts that remain available for do

-A"-
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TAB~LE' 2-21 

FOOD .'f .. 

(iniZlioiis of dollars) 

1976 1977 1978 1979 1.980 
VALUE % VALUE % VALUE . VALUE % VALUE 7. 

- 14.1 21.5 13.6 17.2 13.9 16.5 17.6 17.7 25.2 18 
-Staple cereals 
 4.2 6.4 1.5 1.9 4.0 4.7 7.1 7.1, 17.3 12 
-Other agricultkral

products 
 35.0 53.2 44.7 56.7 50.2 59.6 55.2 55.4 72.9 54-Dairy prodiicts 
 3.3 
 5.0 8.4 10.7" 6.5 7.7 8.5 8.5 
 9.0 o
 
-Other livestock
 
vroducts 
 8.0 12.2 9.1 11.5 8.0 9.5 8.8 8.9 7.3 5.-Fishery 
 0.3 0.5 0.7 0.9 0.7 0.8 1.6 1.6 2.2 1, 

.-Forestry 
 0.8 1.2 0.9 1.1 0.1 1.2 0.8. 0.8 0.9 0. 

-Total agricul tral/livestoch itwrorts 
 65.7 100.0 78.9 100.0 84.3 100.0 99.6 100.0 134.8100
 

Souirce: 
 SEPSA and Gi3reao of Statistics cmd Ceisms. 



TABLE .2-22-

APPARENT PER CAPITA CUN. PT IO, Or SOME AGR ICULLTUIAL/L1VESTOCK PROL UCTS 
( i lograms/i i1abi tanit) 

Prod"ct 1976 1977 1978 1979 1980 1981 

-coffee 7.0 7.7 5.7 0.5 16.2 7.8
 
-baiiamas 58.9 59.1 59.2 
 60.0 59.5 61.0
 
-sugar 53.4 55.5 57.0 
 57.1 57.3 56.1 
-cacao 0.8 1.0 2.2 2."8 1.4 1.2 
-ri ce 51.2 35.3 44.2 39.5 51.3 na. 
-corm 58.8 40.6 32.3 35.5 61.3 n.a. 
-beams 6.1 6.9 6.7 7.6 1.0.9 1.,a.
 
-sorghjwiri 26.4 .21.1 33.5 27.8 25.8 n.a.
 
-tobacco 1.6 1.4 1.2 1.1 0.8 n.a.
 
-potatoes 12.3 12.3 12.3 
 12;6 12.2 n.a. 
-yuwja 6.7 6.8 6.5 6.7 8.2 7.5 
-pIaztai"s 28.7 28.7 28.4 28.9 31.0 n.a. 
-)1i OIS 1.8 1.8 1.7 1.8 1.9 n.a. 
-beef 25.9 27.1 30.0 28.5 25.5 30.2 
-pork 5.8 6.2 7.2 9.3 9. n.a. 
-po ltry 2.3 2.1 1.9 1.9 2, l n.a. 
-11i I (Ii ters) 135.0 140.8 142.5 141.6 139.3 139.9 
--.eggs (mmits) 178.7 179.0 178.3 180.0 180.1 n. a. 

-fish 5.9 6.0 8.8 9.4 7.1 n.a. 

Source: Our own amalysis based o figwres of te Cost6 Rica Cem tral Bank 



TABIJU 2-23
 

VARI!ATION IN AIPAREINT FOOD CON:-lA,;pTION 
i'X cLtu.,I !'G (:uI'r"L, b~Ii\v-Ns/i,\.I, cA.AO 

1975-1976 1976-1977 
 1977-1978 1978-1979 
 1979-1980 
 1980-1981
 

-Agrictil tural 
prochic tioi 
 6.0 4.5 '3.6 2.4 
 -2.2 
 -0.1
 
-Exports 
 -7.2 18.1 
 26.3 18.9 11.7 -17.,7 

-IiporLs -2.9 20.2 6.7 18.1 35.4 -6.9
 

*ippare1 t 
coms i
k"10ti 01 10.0 4.4 -9.1 -3.2 12.7 
 12.4
 

owrce: Ovr owm amaZysis based om data of the Costc 
Ri ccm Cetra Ia;Boik 



tmOstic comstimptio . Fwrthermote, there wore added the imports 
of agJrictilti-raL/livestock procl4cts, both processed and wi t!horut 
processiiig, i 1 order to cover all of .he food items that make "p 

domes tic sPpply. 

2. 1.5 Prices 

2.1.5.1 hiterniational Prices 

The flctwatiom., of imterniatiom'l prices for
 
export prodwcts is 
oe of the fw-idcmemtal variables to 
explai"
 
the evohutiom of 
the sector, simce tCese'"prodkcts constitmte more 
tha 50 per cemt of 
the valwe of agrickltmral/ivestoctk prodc
tiou. coffee prices 
are the 
omes most smbject to variatio" ii
 
world markets, which makzes 
the trade balamce situatiom, of t'Ce
 
coi4mtry most seriows, simce exports'of 
this proclzct coustit'Ate
 

more than 2o.u 
 of the total exports. .(Table 2-24)
 

1i th the exceptiom of bancmas, wich have
 
maimtaiied positive variatiom rates, albeit decreasiiio 
i" the
 
past two years, the 
other procd.ucts show var 'inc variatioms.
 
coffee, after reachiiw high prices im 
 .1976aud 1977, stortec! to
 
decliue, acd im 
 :1981 it showed the lowest prices iii the past five
 
years. However, at 
the begimuiiug of 
this year there was a slow
 
recovery that 
has mpped prices 
to 198o levels. 

For its part, sugar, w.'hicl had a record qmo
tatiom ill 1980, dropped sharply mid at the begimming of 
this year, 
it was qmiotcd at 0.28 dollars per kilogram,, that is, less 
tam
 
half of the quotatiom for 
t!he year wcitl the higliest price.
 

The price of cacao, whichi 
at the beoimiiug 
of 1982 showed a" importamt reco ery as agaivtst the previous
 

• ", .>
 



TABLE z-24
 

EVOLU7TON CF H:TEL%':,TZuO.:AL PZICES OF EXPOT P:C''-T" 
(,,/,,i lo) 

Procc ts 1975 1976 1977 1978 1979 1980 1981 1982* 

-coffee (i) 
.o.,,t 

variation rate 

-va,;:c; c-s (:) 
t 

variatio;l rate 

-s,-:,cr (:E) 
oro0,n t 
varfatior, rate 

-cacao (:)
r0o;it 

varictiot rate 

- .eef (2)
ao o, t 
viariotion rate 

1.1.42 3.10 
-0.7 115.0 

0,:OL.',0.34 0.34 
25.9 -

0.49 0.29 
-23.4 -40.8 

1.25 2.11 
-24.7 68.8 

1.30 1.54 
-17.2 18.5 

5.10 
64.5 

0.36 
5.9 

0.24 
-17.2 

3.94 
86.7 

1.50 
-2.6 

3.54 
-30.6 

0.39 
8.3 

0.27 
12.5 

3.37 
-14.5 

2.09 
39.3 

3.77 
6.5 

0.45 
15.4 

0.36 
33.3 

3.09 
-8.3 

2.83 
35.4 

3.35 
-11.1 

0.52 
15.6 

0.65 
80.6 

2.58 
-16.5 

2.73 
-3.9.. 

2.73 
-18.5 

0.56 
7.7 

0.51 
-21.5 

.. 1.35 
-47.7 

2.52 
-7.4 

3.34 
22.3 

0.56 
3.6 

0.28 
-45.1 

1.90 
40.7 

2.36 
-6.3 

(z) 
(2) 

QLotatios oni te New Yor1k market 
Q'xototio;s o% t"ie Cr',iccgo morkzet 
As at Fer:ary 23t*,z 

So.{rce: Costa Rica Ceytral Bamk 



year, is still far from reachi mg the top price of 7977, wen it
 

reacher 3.94 dollars per kilogram.
 

Lastly, as regards beef,..dmrig tie past few
 

years quotations have shiown a downward trend. 
 However, tey ?,lave 

mot dropped as drastically as.in the case of other prodi,4cts.
 

2.t.5.2 -Vomestic prices-

IWVorld prices of. export goods also influence
 

domestic prices poid to the agricultuwral/livestock. farmer, sinice
 

the final settlement of the crop, made Ivith the producers of these 

goods often tales into consideration this qvotatiom. This is the
 

cnse with coffee, siigar and cacao. (Table 2-25 and 2-26). .s re

gards the first of these procuIcts, tlhe fluctuation n v.orld prices 

is reflected to a larger extent, since most of the proc.uctiom; is
 

intended for export.
 

In regard to export proccts for which thiere 

is high domestic comsumption, such as sugar, the low clomestic 

prices mean that in spite of the high revenhes in colones oriciat

ing in exo~orts, as a result of devaluation, t'ie increase in the 

final price to the produicer does not show importamt variation rotes. 

As regords comestic consumption prodwcts witose 

prices are regulated, such as staple cereals, there has been a
 

constoit increase in prices to the farmer, with high variatiom 

rates, particularlyduring the past two years, and what is more, 

support prices fixed for te i98-:1p82 crop contain increases of 

more than 50 per cent in rice and more than 75 ver cent im the 

other cereals. 



PRODUCTS 

Aoric,-d t-.ral 

Coffee berries 

Eancias (') 

S1z,-ar cone 

Cacao (I) 

Threshed rice(2) 
Corn (2) 
Beans (2) 
Sorghrm (2.)
Cotton fiber (2) 

Tobocco 


Livestock (I) 

Catte (3) 

Pork:' 

Po.zd try 
hli-lk 

Eggs 

(1) Calemdar year
 

AVERAGE PRICES PAID TO" THE AGRICULT IRAL/LIVESTOCK FARMER
 

UNIT 1976-1977 /1977-1978 1978-1979 
 1979-1980 1980-1981 

C/IT 4860 3814 3001 3810 n.a.C'/M;T 126 131 150 18C/ IT 184
127 133a/ll.,T 

119 182 20526358 22948 20993 19341 n.a.C/MT 1698 1793 1868C/.'T 1577 1603 
2054 3041

1783 2032 2687C/M,-T 4891 4891 4891 5543C/.T 84361304 1304 1413 1717C/.MT 8726 20819438 13047 22826 33800C/,T 11361 12115 13400 16510 18410 

C/Kg. 4.40 5.25 7.19 8.55 9.65C/Kg. 9.39 10.07 10.91 14.18C/Kg. n.a. 17.21
7.50 12.00 17.'00bottle 18.02145 1.67 1.67 2.32 2.90dozen n. a. 6.60 7.20 12. CO 17.10 

(2) Sw por ted price
(3)" Price cn the hoof at Montecillos market
 
Source: 
 Executive Secretariat for Agric!4ltkral/Livestoc 
Sectorial Planning 

(-p 
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l'A[ LI.*" 2-26 

VARIATION IN AVERiCEl P.CS PAID rO THE FARMIR 
13).' iL;ti'I(CU2L'iU ,AL I'TEA 

1977-1978 1978-1979 1979-1980 
 1980-1981
 

-coffee berries -2!5, -21.3 26.9 n.a.
-bomamas 4.0 14.5 18.7 3.4 -sugar cane 6.7 4.7 36.8 12.6 
-cocao -. 2.9 -8.5 -7.9
-Uhreshed rice 5.6 

n.a. 
4.2 10.0 48.1 

-uorm 1.6 11.2 14.0 32.2.-beams - 13.3 52.2-SOrg - 8.4 21.5 21.2-cottom fiber 8.2 38.2 75.0 48.1-tobacco 
 6.6 10.6 Y23.2 11.5
-cattle 19.5 36.7 18.9 12.9
-kogs 7.2 8.3 30.0 21.4-povI try n.a. 6.060.0 41.7 
-r, lk 15.2 38.9 25.0 
-eggs n.a. 9.1 66.7 42.5 

Source: Owr cv analysis, based on tigures of Table 2-25 



The prices of livestoch-related products hnve
 

shown tie some treuia , agricultmre-related products, with strong 

increases begiining in 1979. 

For the other agricultural/livestock products,
 

no statistical data on prices paid to the farmer are kept, oicl
 

wholesale prices do not really reflect 
the revenues earned by the
 

farmer due to the existence of a .importalit process of ihterine-'
 

diary activities in- this kind of products.
 

IN spite of the substamcial imcrease in dowes

tic prices, largely iu staple cereals, they are muci lower thaio
 

in the rest of the .countries in the area. This proiiii)ted, toward
 

the end of 198: and beginning of :982, a smuyglimg of starle ce

reals and sugar, amonig other products. The main destintioi of
 

this smugglilg was Panaina. This reduced dorestic st4pply. 

Furthermore, there is a coiisiderable differen

cial between the domestic price and the export price ill the case 

of rice, beef,' sugar au-d coffee. Thus, it riay be stated that the 

high revenues obtained as a result of devaluation have made it
 

possible to subsidize the domestic consumptiom of these products.
 

For example, in November 1981, the FOB value 

of a ton of rice was 487.03 dollars, which, at the average ex

change rate for the momth (37.04 colones per dollar) ,eant :8 

thousand colones, w;'hereas the domestic w'olesale price was oZy 

8.6 thousand colones. 

Sugar was quoted, in October, 1981, at 13.1 

colones per kilogram on in ternatiomal: markets, while 'the domestic 

price to the co)nsumer was 6.8.
 



A~t tc Sn1:a time, cis at Lecellbe, J98ito 

s3 . c e reca sL Lm )o r Le Uc ti o o LO L g CLj F1 ii p.rAi)Zc n tize (l 1' , u u j c ic e: t 

,!thite corJi, 140.6 dollars per ton; ye/low corN, :139.6 dollars 

per ton; sorghum, 145.4 dollars per ton; beas, 508.2 dollars 

cmic wheat, 204.4 dollars per ton. 

The average rate of exchange as at December, 

1981, WOS 37.74 colones per dollar, which meas prices of 5,300, 

5,300, 5,500, 19,200 and 7,900 
cornes ier ton, respectively. 

However, the Nat io0.l P.oclction Cou-mcil in 

mcmy cases received dollars at a lower exchiamge rate than the 

ope11-market rate, which meant. lower prices than the above men

tioaied. .Therefore; thle stvport prices that the Coumcil fixes 

for staple cereals, while they increased considerably in the 

rst nmich low'eryear, are than import prices. It must also be 

borne in mincd that in fixing this price, there are talzem into 

cccoAmt c'omestic proc. ctiom costs, which are lower than iimiort 

cos ts. 

2.1.5.3 Price policy 

In general, it may be stated that the sector 

hcs adopted a differemt price policy for each Izind of products 

invoZved. 

For export procducts, prices are fixed for 

dome-tic consuimption. "through lower prices than world prices, 

the domestic cons ption of these produicts has beeni subsidized. 

As regards st.gar and coffee, prices to grow

ers are calculated C.rough-amete-od defined by law, which con

templates met revenue for exports aod. for domestic sales, anod 

percentages are set for the grower and: the miller. 



2-58
 

In the case of beef for domestic cosmm.,tioj, 

prices may be set freely, except for certain cuts v.'hicl are 

deemed to be imteded for the people with lower imcomes. 

A secocd category of prochcts are those that 
are regLilated, "md where a sipport price is fixed. This method 

operates maimly in staple cereals, amd the Natiomal Prodwiction 

Cotincil umdertakes to bky the prodwction thereof at that price. 

Luriui the past few years, this price has been applied to the 

uart of the crop whose quality is lower ihmaslnLich as. after two 

years of considerable participationof the comncii ii tie pwr

chases of staple cerecils, it has diminished sm-bstatialiy. The 

growers, in some cases sWch as rice, have sold their crop to the 

processimg imdustries, which pay better prices than the Coikpcil; 

im other cases swch as beais, it has berm s-mvggZed oi:t of the 

comntry, either directly or throWNgh imtermediaries wvho cam offer 

high prices, dNe to the differemcial existimp betweeu the price 

im Costa Rica amd the price in the other cowmtries i" the area. 

Lastly, there is a third cntegory of products. 

whose price is set freely or the price to the coi1s,-ier is reg

wlated. 

In this case, the farmers can megotiate the 

products directly at the wholesale marlket or ik the so-called 

"farmers' fairs", or as of ten happeus, sell them to go-betwees, 

who wswally fix the rrice. 

2.1.5.4 	 Prices of imported im-pwts 

The devalwation process, at the same time that 

it benefits the exportnmg agricw-dtmral/livestock sector with a 
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wi-dfaZI income, it cohSstitLites an imrortamt ilmcreso im prortlIc
tion costs, particularZy in those crops where the itiported com
po'9ent is very high, that is, where a Zarge ariownt of fertilizers, 
pesticides, seed are 
required amd where irrigation, nd harvesting
 

require mechanization.
 

According to "information by 
the Chamnber of Mer

ciants of AgricwZtkral/Livestoc, Inputs, 
the local cost of
ported inputs has increased close 
im

to 6oo per cent, whiZe the do
mestic inputs have increased 186.7 per 'cent in the same period. 
if we consider that in agricultuiral/Zivestock production more than 
30 per cent of the cost is inported impwts, t'e overall production
cost wouZc have increased arow' 310 per cent in 
the period.
 

For 
its part, domestic wholesale prices of
 
amimal-related food items have only gome 
wr by 233.4 per cent,
 
amd -7n±.-related items have gone up 179.8 per cent.
 

This differenciaZ has 
Zed to a considerabZe
 
redictiot in 
the purchase of 
imported agricuutral/livestock
 

imputs, beginning in 1981, which reduction has become worse as
 
of the beginning of 
'!982. There has also been a drop in the "se
 
of concentrates 
for animal feeding.
 

The consequence of 
this has been 
the substitu
tion of 
these inputs 
for other procedures such as 
weed butrning,
 
weed control by hand, etc.; which has 
reswlted in 
lower yieZds
 
per hectare, but a considerabZe dr'op 
in production costs. 
 In this
 
way, it is 
assumed that 
the tarmer 
can still make 
a profit.
 

This situation has greater importance "in the
 
products for domestic consumption that 
have not benefited from
 
the devaluation, and Whose domestic price has 
not been adjusted 
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to the cost increases. Om t'ie other lcumd, ii tCie case of extort 
products, motwi ths tadiig che inicreased costs, there is 
ax i tc-en

tive to irnprove yield itlzilit is offerec' by greater i;corne. This 

is tihe case wui th coffee, ome of the few prdducts whNere there has 

beem am ijmcrease im yield ,per hectare ci.rixg the past two years, 

as a result of a more techmicaZ cuNltivatiom, i;1cZdimo greater 

use of agriculftral chemicals. 

.6 Aiarketi g 

There are two types of welZ-deEimed marfzetimg im the couwftry: 

the marketu ig or products for export amd the maretixg of prod

kcts for do:,-.estic coisweniptio;I. 

lx the first case there are, iii turx, differemt ways for carry

ixg out the process. For examzple, i tCie case of sugar, there 

is an imstitutiom -- the ,gric,,ltural'amd Iimidustrial Associatiox 

for Sugar Cme -- .,Vhich momolgolizes the rnarhetipcq of tliis x,rodct 

both wVat is exported a-d w-hat is imtemded for thie domestic com

s inptiox Thiis orgmizatio has a storage qrea, a port of ship

memt (Puxta .Morales om the Pacific Ocean) amd traimed professioxal 

a d tec'iical persoxxel.
 

Ix other export produRcts, ni-rketimg is dome by private com

cerms a-d im very exceptiomal cases, by the farmers themselves. 

I. coffee, the pr~icipal exporters are Germnal or North America" 

who kmow the busimess very well thamd wto have close relatioxs w 

importers ix their cotlntry of origim, simce Germcnxy alid the Uited 

States are the primcipal buyers of costa I¢icam coffee. 

Saxaxa exports are handled by trams-mational coipamies which, 

in turm, are the 
largest growers of the fruit im Costa-Rica. 

'.ft..' 



'or their pnrt, catlot export" are maijily 

!z;il Iecl by a breeders' cooperative ("Coopemomtc'ci ZlIos") ow!?! a 

Fei private packers. In the case of other Orodetcts of tire sec

tor which are exported, the marketimn is also im the 1ancls of 

)rivate cxuorting co;paies, since it is hard for a farmer, due 

to his prodiiction voZlme, to handle the exportation himself. 

Dkring the past few years, the Costa Pica 

Eevelopmekit Corporation (CODESA) oiganized a subsidiary, the 

Corobration for Agro-.ldiustrial Develovme;i.t (DAISA) one of whose 

f'.-uictions is the malrketing abroad of a Y'i iber of non-trnCitional 

agricul tural ?rod cts. 

As to t!he doinestic market, one of the m.aim 

features of same is the concemtration.of this activity in San 

Jos6 and neighboriiig to;'ns due, among other things, to the high
 

verce tage of people iii the htigher-income brackets, r:i-. therefore 

with greater pkrchasing power, who live in urban centers. 

Another important charocteristic of the domestic 

agricilturol/livestockmarketimc' system is the prevalence of the 
combined gatherer-trucker who serves as a link between th-Ie farmer 

nd the detailer, and not between the farmcr and the wtolesaler, 

as is customary in other countries. The wholesale market im Costa 

Rica in genieral is a market made 19 of truicks that are used both 

as means of transportationand places for commercial display. In 

general, this feature is due to the fact that the environmemt of 

trade in perishables has not offered suitable conditions to stimu

late more and better services at the wholesale level. 

Until the. inaugLiration of the National rood 

Swpply and Distribution Center (CLNADA) in Heredia, there were 

"V
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sitableo s1 stcres for selling, or warel~toL(:;es, in the maim it:nr
keting ce.ters (Borb6m Market and ioth AVenuie Market) and fur ther
more apty possible expansion was seriously limited by the physical 

•facilities 
at such centers. 

At CENADA, small wholesalers can easily locate 
themselves in the open warehouse of this market. n turn, the
 

wholesalers who might be called 
lqrge, comparatively speaking,
 

andwho deal in semi-perishable products (garlic, potatoes, onions,
 
watermelons and plantains) have been installed in locations imside
 

the warehouses of CENADA and have 
ivested their own 
money in fix

ing up the place.
 

However, there is still 
a serious problem with
 
the small wholesaler in 
fruits, for whom the closed warehouses
 
provided for fruits do mot 
offer either a commercial appeal the
or 

space/rate ratio that will 
facilitatc their operation and therefore
 

this does not operate in CENADA.
 

The concentration made possible by CENADA can
 
bring about, 
over a short term, be;iefits such as increases in te
 
selection of 
the products, better classification, hygienic condi

tions and appropriate sanitation.
 

CENADA, wh-en it develops a program for refrig
erated chambers, w.ill offer an important service 
to exporters of
 

perishable agricultural/livestock products.
 

An important project 
that has been developed
 
in the past few years has been 
the so-called "farmers' fairs"
 
which are 
located in different ci ties in 
the country. These fairs
 
have helped considerably the marketimg process. 
 The main objective
 

L(
 



of thoese fairs "ins beci, to ol"L:zIiIIIto or redutcee to a IorOC cx t[(: t 

a; Wrmacessary series o/f go-beiwece',s that rcirtici!7ate iii tiis 

process aiidl thuis Push 111) the price of te Igrotluct to the co"-_
 

s LllCr, The object is to set up 
 direct co;1tact betweeiz farmers 

orid coisumers so that the price is 
fixed throgl the free actiom
 

of su ply amcl dena-d.
 

Amother of its objectives to be achieved over
 

ULte medium ramge is that farmers will orcja;.ize ini such a way that
 

tey cam have the necessary traisportat tom to take teir produce
 

to the place for gathericj same.
 

•The orgaization of these fairs is the respopi

sibility of the ',,:inistry of Igri culture anid Livestock, which car

ries out feasibility stmdies aid issues the permits for the farmers 

to :et Hig at t-e fairs. Through the Ca.qtom ilgricultural Cem-ters 

ciid other associatious, the lhimistry handlZes the imtctrkaZ admimis

tratiom of each fair.
 

2..7 Emvloymerit ard wages 

2..7.1 EImpI oyme- t 

Employment in the agricultural/livestock sector
 

has bee losing importance, comparatively speak'ing. Im 19;6, this
 

sector em"Ployed 34.6 per 
cent of the overall workimg population, 

w'hile in 1981, tis percenitage was only 27.7 per cent. V1hi. drop 

is due to thte fact that the agricultural/livestock sector, as a
 

generator of employmnent, has had a different behavior from that
 

of the economy as a whole, since it has had negative variatiom
 

rates even before the beginlig of the present crisis in the
 

Cj3/



cow try. 1--hat is more, fromt JuZy, 1978 to July, :8:1, the sector 
tias released 16,300 workers. (Tables 2-27 oNd 2-23) 

This drop iP elpZoylent levcls iappeus at a 
time whemi there are decreasing variatioN rates in hhe prociLict 
generated by the sector, However, dkri.ig the Last six mo fths of 
1981, the agriciiltural/ivestocz sector became the most dynallic 
sector as regards tLe gemerat'o' of nlew jobs, since it absorbed 
go Per ce;it of the increase ini worhimg tpopuatioN. ON-- of the
 
causes 
of this dycamism is the substaiitial increase co;itribiitel 
by the coffee hiarvest, o-e of the largest in the country's his
tory, as weZ as a greater demaNd for labor to carry out tasks 
tOat had been done by machine, or tasks that had been replaced 
by chemicals. This retwem to less tech-!icaZ productiom metTiods, 
as stated before, is the result of the large iicreac,3 ii;- the 
Prices of 
fueZ and im,.2orted CgricZtral/livestocz 
'iputs.
 

'This trend comti 
ues in t~te first qwarter of 
1982. The growth in employment in the sector shows higher rates
 
than for the economy as a whoLe.
 

The percemtaga of wage-earmi;ig population in
 
the worlkimg popr.lation of 
the agricul tura/livesLock sector is
 
z:,aZler than the percentages observed in 
the totality of the pro
ductive sectors; this means that family labor plays an important
 
role in 
the sector's er;iploymeut. However, dwri~Ng 
tlte past few
 
years, there has becm am icrease ii the wage-earNiNg population 
in this sector, even in those periods where 
the sector' released
 

workers.
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fCLAI'J YMUNTI iN '1) Ac;R I CLT( :AL/L 1 VL'SIOCF :;fCl'OR 

1976 1977 1978 1979 
 1980 1981 1982
 

1. Overoll em

(I.L oo"
 

-acirch 
 - 636753 675553 697556 722398 719662 - 746492-jwzy 619477 658978 718809
6960i0 724708 726227 
-November 685505 716361 767059 760680 767120 808763 

2. Po9lation. 
e r:;) t i,-'.ed 

thte s ector 

-March - 214671 217786 208642 200482 199083 220895-JuZy 21-4182 216406 21.071. 205341 198857 200153 -November 264426 253972 249129264579 239251 274473 
3. I o e-ery'I1
 

Po;,9!f I t i on
 

-At arch - 455942 492441 517310 529292 535137 554948
-Jtliy 450045 476714 523261 545574508982 546116 -November 496851 526230 
574181 568900 582635 606708 
4. n-7 e-eGrmim2 

Po:nf La t i -o
 
FT t or
",'hes ec 


-7.arch - 116546 123449 119688 116255 120941 138837-July 119047 122471 122905 117626 123311 127961 -November 162682 157153 174827 
 162484 159110 185424 -
Rel. t ive fiatires 

-ht ar ch - 71.6 72.9 74.2 74.373.3 74.3
-JIuy 72.7 72.4 73.1 72.8 75.4 73.7 -November 72.5 73.5 
 74.8 74.8 75.9 75.0 

(41 )

-Alarch - 54.4 53.7 57.4- 58.0 60.7 62.8 .- Jiiy 55.6 56.6 58.3 62.0 57.3 63.9
-November 61.5 61.9 66.1 65.2 
 66.5 67.6 
(2/1)
-Ala rch 
 - 33.7 32.2 77.8 29.629.9 27.7

-I fy 34.6 32.8 30.3 28.6 27.5 27.7 
-November 38.6 35.5 32.730.5 31.2 33.9 

(413)
-Mar ch - 25.6 25.1 23.1 21.9 22.6 25.-J Iy 26.5 25.7 24.2 22.5 22.6 23.5 --November 32.8 29.9 28.4 28.6 27.3 30.6 -

Source: Our own amalysis based on data from the Aimistry of Labor 



LAIP LOYA,!:NT GR O . I 1t: I.N T;..< 

1977 197e 1979 1980 1981 1982 

-1'-orlz.i if! pan.il ntotoll 

-l.a r c - 6.09 3.26 3.57 -0.37 3.73 
-I"y 6.36 5.62 3.28 0.82 0.21-November 4.51 7.08 -0.83 0.85 5.43 

OtT01r, sWector 
-ar rcI - 1.46 -4.19 -3.91 -0.69 10.96 - I, Zy 1.04 -2.63 -2.54' -3.15 0.66-Novembe r -3.95 4.28 -5.83 -3.97 14.72
 

- l'ino e - e o r ,* 7. ,
 

-,rC;  8.01 5.05 2.32 1.11 3.70 
- j , y 5.93 6.77 2.83 4.35 -0.10 
-November 5.92 9.11 -0.92 2.42 4.]4
 
V Vrc-c, r, I"HP
 
'Mor
0~ -,ul'1C: I--c OM0t )r 

-1arcl i - 5.93 -3.04 -2.87 4.03 14.80 
-j lly 2.88 0.35 -4.30 4.84 3.77
-Novenbcr -3.40 11.25 -7.06 -2.08 16.54 

Source: Or owl mialysis based omi data of the /,!i-istry of Labor 



CXt)I a"CJ Of thi SO f the. x fact liesi 

the process toward the comiceitratio of lawmds that has beett Gv

dent dwrin1g the post few years, wzich reml ts iii rmany small farmers 

selling their lawds acd becomiun wage earmer's. 

For example, i;i :,3U the sector released 6,,484
 

workers but still, the m;luber of wage earners increased by 5,685. 

Zvi 1981, 4,650 iew wage earners were added to the sector, while 

the absorption of labor was oily 1;296 mew worhiig people. 

2.1z. 7.2 i.ages
 

The agricul tral/livestchk activity is the oie 

that has the lowest.wages in Costa Rica. The average momt'ily wages 

of the sector is lower tha the avecage gemeral salaries by almost 

40 per cemt, aind this figmre in reality can be even greater if we 

take into comsideratiom that the workiha shifts are, as a rule, 

longer in this activity tham in the other eco;oomic sectors. (Table 

.2-29)
 

Generally speakIim, agricptural/livestock
 

wages show a sustained growth duriyg the pfast few years, of 16
 

per ce't a year. However, in real terms the growth Vwas less: 

from 1976 to 179, they increased 10.4 per cent a year amd regia

mimg this year they show negative variations as a result of the
 

inflationary process. Real wages of the agricultural sector
 

(deflated by the imdex of prices to the low- aidid meid-uit-iicoie 

comsumer in the metropolitapi area) show a greater drop than t'i 

average national wages both in 198o, ihere they amount to -4.0 

per cent, a-d in 1981, where. the drop is 16.o per cent (Table 

2-30) 

6'6 



TAB. 2-2 9 

NOMi1NAL* AVER;,!GE IJAGES OF .1GE-EARNING, El.,PLOYED 

BY KIND OF ACTIVITY 

-colo es i01 71"o01i)MIri tcrms 3)c" moiiz-

POPLLATION 

YEAR 

1976 

977 

1978 

1979 

1980 

1981 

, 

TOTAL 

1116.35 

1292.6 

1487.20 

1757.0 

2009.6 

2329.0 

AGR I CULTu 

656.4 

803.0 

869.30 

1064.35 

1207.90 

1388.43 

E I ND US TY 

1097.12 

1249.3 

1476.20 

1672.40 

1880..0 

2349.1 

KZND OF ACTIVITY 

JAS IC
CONSTRUCTIGN SEV ICES 

1230.6 1535.45 

1277.20 1704.8 

1471.0 1876.8 

1762.70 2315.20 

2022.5 .2444.4 

2344.25 2975.50 

COA 1EaCE 

1243.0 

1445.20 

1646.40 

1905.15 

2242.80 

2518.00 

OTHER 
S E,?VICES 

1456.0 

1644.0 

1929.90 4

2220.80 

2539.80 

2942.80 

*1W'eighted average of the findings of thCe National Survey of Homes, Employment
Unem, I oy ':e: t 

SOURCE: 1,1inistry of Labor. National Survey of Homes and U[employ.ent. 

oid 



REAL AVE<AGE ltCES M,'t.h AtN!4AL GZO!'.TH RATE 
OF ,-GE-EARNING, E.iLOYLb :O.:!.IL.-TION BY KINr, OF ACTIVITY° 

-Co01,stc;'t .1976 Colom~es-

KIND OF ACTIVITY
 

YEAR TOTAL AG.I CULTURE IND us F Y CONSTRUCTION 
BAS IC 
SE.VICES CO,,MERCE 

ThF2 
S iV C 

1976 111.35 656.4 1097.12 1230.60 1535.40 1243.40 1456.0 

1977 1241.70 771.4 1200.10 1226.90 1637.70 1388.3 1579.25 

1978 

(11.2) 

1347.10 
(8,5) 

(17.5) 

787.40 
(2.0) 

(9.4) 

1337.15 
(11.4) 

(0.30) 

1332.40 
(8.6) 

(6.7) 

1700.00 
(3.8) 

(11.7) 

1491.30 
(7.4) 

(8.5) 

1748.10 
(10.7) 

1979 1458.10 
(8.2) 

883.20 
(12.2) 

1387.90 
(3.80) 

1462.80 
(9.8) 

1921.30 
(13.02) 

1581.0 
(6.01) 

1043.0 
(5.4) 

1980 1411.20 
(-3.2) 

848.20 
(-4.0) 

1320.20 
(-4.9) 

1420.30 
(-2.91) 

1716.60 
(-10.7) 

15-5.0 
(-0.4) 

1783.6'0 
(-3..2) 

1981 1194.40 
(-15.4) 

712.0 
(-16.0) 

1204.7 
/%-8.7) 

1202.20 
(-15.4) 

1525.90 
(. )(-18) 

1291.30 1509.10 
(-15.4) 

"Deflated witk ie retciil !rice index in tie Metro-politaM Area, for the
medit,.- acd low-imcor:e ccmsz'mer. 1076 base=iooo 

SOLL3CE: ,.inistry of Labor and Social Secv~rity. National Survey of Homes, Eiuloyr.,wt
ad ULnemployment. 
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Ilowver, country people lhave casier 	access, 
and at lower prices, to food prodthccl by t!e sector, and tCe
 
possibility o planting their own 
 crops for their own se, all 
of which is not contemplated in other fig wres. Therefore, if
 
this comZd be reflected in the above figures, the 
drop in pr

cztasing power of agricwlZtraZ 
 wages 	 would not be so dastic. 

2.1.8 	 hvestment in the sector
 

Due to the fact that 
figures on investment hoave not
 
been 
wpdated, the available information oiily covers the evolu

tiom of this variable Nntil 1979.
 

2.1.8.1 	 Evolution of investment
 

The shcare of 'he agricult!ural/livestoc'sector
 

int the country's overall gross inves'tmeit is very Zow and does 

not exceed 1o per cent. (Table 2-31) 

In 1976 and 1977, when tie overaU. "vestmemt
 
had positive growth rates above 30 per cenit a year, investlient 

in the agricl t,iral/Zivestocz sector, iii regular terms, had nec
altive growth rates. 
 In 1978 i t 	 a ofrecovered 	as result the 

high revenues obtaied with coffee exports in the preceding year-, 

and when it atgrew higher rates.than those of the overall imvest

ment, its share in sich investme t increased. 

In constant terms (Table 2-32) we seecan that 

the new construction was what brought about the rapid increase 
in investUnent in 1978 anld 1979, since the investment in machinery 

and equipment sliowed low rates 	and even negative variation rates. 

Aother.importakt element to'be considered is 
that in 1977, tile stbstalcial drop in investment was dwe to a very 
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TOTA1L AND AGGkI CUYFU;:AL/LI1VU.]TOCI< GiO5:; IU.VSTMENT 

-M illiois of non -devalI vated coloIes

1976 1977 1978 1979 

Total gross i ivestmemt 4892.3 6390.4 7083.9 8754.7 

Gross imvestment
agricul tural/ lives tocl 
sector 

-Nei,. constr, ti on 

283.7 

25.0 

275.9 

36.3 

450.0 

68.4 

669.6 

310.9 

-Aac~ltim1ery 

-Variation 

omd eqi-iipine;t 

in ii~zvetories 

249.5 

9.3 

354.8 

-115.2 

379.1 

2.5 

354.5 

4.2 

CGrowtlk rates 

Total gross investmnent 34.5 30'.6 10.8 23.6 

Aariclltiqro /livastock 
cross i;ivestnemt -16.9 -?.7 63.1 48.8 

ie 1*i tive fi ,q tres 

Total gross imvestmem t 100.0 100.0 A0,0 100.0 

Agri cLtl timra /lives toch 
gross imves tmemt 5.8 4.3 6.4 7.6 

Source: Our 
13a; 

own analysis based on figures of the Costa Rica Central 
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GROSS INVES'7T.!ENT OF THE AGCULTrU.AL/LIVE; TQC: SECTOR 

-rillios of coMist0rnt 1976 colomeso

1976 1977 1978 1979 

Aaricu.lttrcil/livestock 

cross itvesti,ieit 283.7 249.6 399.3 495.1 

New constrmction 25.0. 34.1 58.7 217.4 

Mac!q'ury and eqzipment 249.5 322,8 338.5 274.8 

Invemtory variation 9.3 -107.3 2.1 2.9 

Vcrintir)i rates 

AgricAl tiral/livestock 
gross investment ..- 12.0 60.0 24.0 

New colis tr~ctiom 26.4 72.1 270.3 

Miac'iiiery amd eqtiqpnemt 29.4 4.9 -18.8 

DeElate&, by the implicit deflators in the gross form-ation of 
calgi ta I 

Somrce: 	 Opr own analysis based om data by the costa Rica Central 
L3aink 

[ a4
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marked decrease in inventories, Good coffee prices broutqhit aIo'ft 
the placement of inve"tories in inZtermoJationiaZ markets. 

As to the origin of. investment in the agricul
tu4ral/Zivestock sector, there is 
a large share of foreign invest
ment, partic.larZy in the first two years (1976, 1977), WhIch t!en 
tapers off as a result of negativ, variation rates in saeme, as 
against positive rates in overaZZinvestment. 
 (Tables 2-33 and 

2-34) 

It is interesting to' note that the agricL.Ztural 
sector is the productive sector with the largest participationof 
foreign investment. 
 This is mainly due to the presence of trans
national companies wf-iich handle almost all of the banana pzanta
tions, whOich are -the largest contributors to the agricultural/ 
Zivestock gross production value. Furthermore, foreign companies 
have started to overate in lines other than bananas, sL:ch as oil 
ralms, from which is extracted a large part of the oil consumed 
in the cbuntry; and agricuZtural products i~tended for export, 
such as pineapples, pejibaye centers, etc.
 

Local investment increased its share in overall 
investment d.ring the past few years as a result of a strong public 
investmeint in the sector in developing large-scale agro-industrial 
projects s4ch as the Tempisque Sugar Processing Plant in 1977 and 1978. 

If we analyze the financing of the local invest
ment it is appareiit that newv investment by the National B3anking 
System in investment projects (Table 2-35), in 1976 and .1977 is 
five times as large as investment in the period. This is due to 
the f act that in some produicts, .the. credit granted for making new
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TABUL 

G: Os INVI:'3TAIr,.NT iRY ORIuCIN 

-ai lsT"i" of. Ylom-ctevc tai tocl coloIes

1976 1977 1978 1979 

1. Total gross izvestient 4892.3 6390.4 7083.9 8754.7 

2, Total foreigm i1ivestment 531.3 540.8 417.4 372.8 

3. 	 Gross agriciltmral/ 
N.vestock itvestmemt 283.7 .275.9 450.0 669.6 

4. 	 Forei gil ijivestme+iit in 
cgrici ,i 144.8 126.0 46.3 135.4t.re 


ielotive fi ivtres 

2/1 	 10.5 8.5 5.9 4.2 

4/3 
 51.0 45.7 10.2 20.2
 

3/1 
 5.8 4.3 6.4 7.6
 

4/2 
 27.3 23.3 11.1 36.3 

SoLr'ce: Cbsta ',Zic Cemtral 1amk, National Acqownts 

http:INVI:'3TAIr,.NT
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TAI;Lr: -34
 

G,&OSS AG iICLIL.T{l;UAL/LIV .LUC"' V.L.a: 13YI : O. iG ZN 

(Inizlioms of co~qstncIt coloess) 

1976 1977 1978 1979 

Total imvestmemt 283.7 249.6 399.7 495.1 

Foreig. i'vestmepit 144.8 115.7 39.2 100.9
 

Notioial ihvestlmett 138.9 133.9 360.1 394.2
 

Shocre. 

Total imvesttneut 100.0 100.0 100.0 100.0
 

Foreig;i investineyit 51.0 46.4 
 9.8 20.4 

Natioial imvestrnept 49.0 53.6 90.2 79.6 

Voriatio,i rates 

Total ZiivesLie-t -12.0 60.0 24.0 

Foreig;-i i;,ives t1ne:t -20.1 -66.1 157.4 

Natioqial iivest:ett -3.6 168.9 9.5 

" Deflated by the implicit deflators of thie gross formc-;tio1 of 

oari taI. 

So~trce: Costa glica Cepitral [3crnk. Natiomial Accoim-ts. 



GROSS INVL.,3TLJENT ANi! FFECTIVE INVI'STP,!ENT3 

IN THE AGS VIILTOCK St.;CTO, 
(im nilioms ot coto)Les)' 

IC.L,RAL/! 

1976 
 1977 
 1978 
 1979
 

Total irvesttent 283.7 -275.9 450.0 669.6 
Foreigm imvestmemt 144.8 126.0 46.3 135.4 
NatioaZ imvestment 138.9 149.9 403.7 534.2 

Effective i~zvestmerit 715.2 853.3 989.9 1127.4
 

Fi'trcimi g of overall

imvestrnemt (,) 
 152.1 209-3 120.0 68.4 

Fiicnicig of HatiolIal
i ves tmeu t (;) 414.9 
 469.2 
 145.2 
 111.0
 

Source: Our ow- cmalysis based om figures of )VIle Costa Rica 
Cemtral L3amk 

2,C
 



pl mti"gs itJ comsidered inves tmm- t credi t. This is the case wi th 

sz.or came, the plantations of wichN i-crensed cosiderably by mew 

areas planted im Czose years, as o result of the btildiiig of thea 

Tem'9 isque Su.gar. Processing Plant in Gwamacaste, a"d of a mew mill 

in Sam Isidro de El Gemeral. 

However, even ih swbseqtemt years, new invest

merit loons double local investment in the .sector. These figures 

could be inc.'icative of am important problem of diverting credit 

to ends other than investment. Unfortunately, there are no pres

elIt investment figures w;i th whi-ch to analyze the situaqtio .dring 

the past two years, where t-e actLuaZ;- negative rates of interest 

that have beem applied in the National Bantking System could be 

furthering a serious diversion of credit granted to the sector for 

t!hese p~irposes. 

2.1.8.2 Public investment irojectp 

The goveriiment has .2eveloped a series of in

vestment projects in the agriciltural/livestocl,sector during thze 

past feV years. (Table 2-36). Te largest imvestnet has been in 

the sugar agro-indistrial project in Gu mnacaste, with very strong 

disbwrscirnents in 1977 and 1978, whic!h decliined in 1979. At the 

sat'!e tiMle, in this period the Costa Rican Uevelopme;it Corporation 

started another series of intporttoiit agro-imdcistrial j-rojects, such 

as the breeding of shrimps (AQUACULTURE), the cottom project (AL-

CONSA) and the Corporatio: -for Agro-industriol DeveLopment (DAISA), 

whose main objective is the marketing of africultural produce. 



TAI',I. 2-36 

PUBLIC INVET, '.ENT B:ZC'JUCT5RY PROGaMS - "1O76-.roSo 

(Milliols of coloi-es) 

PROGRAM 1976 z 1977 % 1978 % 1979 % 1980 % TOTAL " 

AEM I N I S TRATIVE 

GENERAL GASIC 
SERVICES 

ACLR ICULTURAL
DEVELOPI.iENT 

LIVESTOCK
EEVELOP.:ENT 

FOE3TRY 
LEVELOP1,1ENT 

FISHERY 
DEVELO?--MENT 

UTILIZATION AND 
CNS ERIVATION OF 
RENE1;ASLE NATUR-
AL kESOU"%CES 
AC5.:I AN RE

-

31.90 

12,63 

0.81 

5.85 

9.20 

-

11.60 

4.50 

0.29 

2.08 

3.28 

- 4.41 0.76 4.48 0.89 

52.31 14.65 56.40 10.13 158.95 31.68 

13.40 3.75 3.35 0.58 1.82 0.36 

2.55 0.71 3.12 0.54 13.06 2.60 

2.50 0.70 - - 0.43 0.09 

0.29 0.08 0.65 0.11 5.90 1.18 

12.54 3.51 14.58 2.54 19.93 3.97 

- -

53.64 14.01 

9.72 2.54 

12.85 3.36 

2.94 q.77 

71.64 18.71 

8.89 

354.60 

40.92 

32.39 

8.78 

9.78 

127.89 

0.42 

16.90 

1.95 

1.54 

0.42 

0.47 

6.09 

AGRO-INEDUSTRIAL 

TOTAL 

94.98 

125.75 

280.52 

33.862613525 23.46 

44,83 192.81 53.98356.64 61.88 

100.00 357.17100.00576.40100.00 

158.26 31.54 

138.83 27.67 

501.66100.00 

177.77 46.46 

54.23 14.15 

382.79100.00 

647.03 

868.26 

2098.54 

30.83 

41.38 

100.00 

SOURCE: Executijve Secretariat of Agricult1ral/Livestock Sectorial Plomci,, 
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Amother importamt project is t1e agrariao ri

arrangement that is 
being developed by the Land aid Settlement
 

Institute (ITCO), in order establish
to farmer settleents, for
 

Which pwrpose inves tments are made both for the pkrchase of lads 

and for the development of infrastrct{re c'md basic suipport ser

vices. 

The general basic service programs, the resea:ch
 

programs aid the technology trawsfer programs have also gotten im
portant investments. These programs inalmde very diverse actions
 

swchoz as marketing, edwcation and research projects, aiong oathers.
 

Lastly, the fishery promotion program, while it 

has important projects for the development of the sLb-sector, has 

received very meager investments. 

2.1.9 Research and tech;-iology 

secaise of its characteris tics of a cou-ntry that 

is largely agric"Iltural, it is in this sector where a process of 

research'and of. app lied technology transfer 
 as been developed to 

a greater extent than im others. In general, scientific and tech.{. 

nological activities have been addressed more toward the for.img 

of hmmam resources at tiniversity level and to scientific research. 

The importance of foreign tec!nology is still 

felt in the sector, tirowgh the importation of tangible tecrnol-' 

ogy (machinery and eq iipmemt) and of chemical teclhnology (basic 

raw materials for the production of fertilizers anid pesticides). 

Even more importance is attached to the irpor

tation of improved seed for the development of new crops, which 

in twrm reqwires the application of. technology with a high im

ported compoent inasmuch as this seed wsmolly" tu{rns ouft to be 



less rosistt t tan the intivo vari t'iCs. 

The,re are a tumber of "insti Luions working on
 

scientific awt technical research in the sector. However, they
 

are not coordinated and articulated in order to achieve a joint 

development of this 
research, which restlts in duplication and
 

little efficiency in the findings.
 

TiLe "training of.,hkman resources for agricuZ-' 

ture has been done at three differ.Ht levels. Umiversity pro

fcssionals have been 
trained as scientific reseacrc!ers in differ

ent fields. Mlost of them worlz in 
 research institutes of the uni

versities themselves. An intermediate training level is represented
 

by the professionals gr, dwated from the universities, such as 
agron

omnists, veterinarins, etc. In general, they go on 
to work for 

public and private institutions that offer technical assistance 

to farmers, such as t,,e experimental stations of the Ministry of 

Agriculture and Livestoch, some farmers associations, etc. 

Lastly, there is another )type of training at 

the level of agricultural vocational schools where specialists in 

agronomy are formed and the greatest emphasis is placed on the
 

practical aspect. 

The technical advisory service to farmers is 

given both through the government agencies and through private 

enterprises. In the former case, the people who are responsible
 

for giving this technical assistai.ice are largely thLe agriciltural
 

extension agencies of 
the Miinistry of Agriculture and Livestockz
 

and some institutions like'the Coffee Office and the Sugar Cane
 

Agricultural and industrial Association, which are 
devoted to
 

specific agricultural activities.
 

http:differ.Ht
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The technical assistance of the private sector 

is centered maiwly *i the assistamice given by companies markctig 

tlie agricwltmral/livestock ipLts w'hei sach produicts are sold, 

and tie assistance give" by farmer orgaiizatioms to their members. 

In general, with the exception of foreigni com

pauies aod of domestic compalies that are integrated vertically, 

including agricultural productiom and the idustrializatiom there

of, most farris do mot have tec.!nical pe'sonnel of th ir own. 

It may be stated that the country has adequwte 

techmical persommel. co do the research and give the technical as

sistnce required by the sector. However, there is a serio4s prob

lem i)i comection with the locrition of sucl personnel. At present, 

they hold bureacratic posts wich are completely disconnected from 

'-he f rns. 

Therefore, ik- order to oc:iieve growti in agri

clturIl/livestoclk prodctiom ond iw the yield per operating Lnit, 

it is necessnry to relocate this persomel so that there will be 

close contact with the farmers so that the technical assistance 

will be adequate and effective. 

2....io Physical infrastructure 

The existence of a good physical infrast'uc

ture is essential for the achievement of gemeral economic devei. 

oPmenIt goals, particularly in the agricultural sector. In Costa 

Rica, a series of importan.t works have been carried out in order 

to expaiid the avaiilabili tyof. adequate infrastructure. 

in regard to roads, there has been a rapid 



growt,,h cluring tte pas t few years, ,,'i th emphasis on the cons tr!,c

tion of secombary and terciary roads intended to integrate ,.he 

most diverse prodluctive areas into the main markets. 

However, there are serious regional ci(ferences 

as to the road pro'ram achieved., Th.e Central ancx chorotega (citn

nccaste) regions have the greatest road clevelormeet, w.hile in t.e 

other regions it is only in rece.it years that a road-building 

)rocess has been under w;ay. In this woy, '-t'iese other regions are 

beimg integrated to a greater extent into the country's economic 

nrocess.
 

A ?iiens of transportatio tlat f ilfills an 

important function for the agricwltkral/Livestock sector is the 

railroad, since it transY)orts part of .the export prod!Acts. For 

exar!;)le, the National Atlantic Railway mobilizes i', its area close 

to 9o per cent of the export and import goods, including bmannas. 

Now'ever, its shore has droppied in the past few years 8ue to a lack 

of sitablc in.ivestment, both in infrnstrcture and in eoaipment. 

For its part, the Pacific Electric :T.ail vay has
 

been losing grounmd as a means of trasportatiom for agricultvral 

aild livestoc. r;roclcts, due to the existence of extensive roadan 

system in the area it covers, as it-ell as due to its poor opera

tion. However, the fact thait th-tis neu;< of transportationis. 

powered with electricity -- whic!t source of energy htas been de

veloped considerably in the past few years -- makes it necessary
 

to revamp it in view of the high prices of oil, which makes trans

portation by road expensive.
 

The important jobs ,that are-planled in this 
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field for the next few years inclde: 

i) Completion of the work of modernizimg the railroad 

betw-em.n MoLn and V.o Frfo 

ii) Finamcimg the spur to thle port of Caldera 

iii) Constrwction of the stretch between El Roble and 

Colorado de Abangares, one of whose objectives id 

the transportationof 'fertilizers. It is planned 

to extend this line to L'iberia. 

Another important transportation method is the 

coastal shipping service, particwlarly in regions such as Choro

tega, the Gulf of Nicoya area, cmd the Atlantic region, as a s.b

stitute for land transportation. 

As to infrastructure facilities for export,
 

there are at present four i,,,por ant ports providing greater effi

ciency to the transportationof export and import prodLcts. 

The port of Caldera, on the Pacific, has a 

marginal pier 550 ma-ters long, with an operating platform 30 

meters wide. it has a dock for general cargo ships and a plat

formn for roll-on, roll-off. 

This port will be able to handle cargo for a 

total of 500,000 tons a year, and a group of silos has been pro

vided for storing grains, a railroad line for hauling goods and 

two trnsient warehouses (5.4 and 5.7 thousand square meters) 

as well as a yard for containers, with an area of 16.5 thousand 

square meters and open-air-storage. 

The port of Mofn, on the Atlantic, is 728 
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meters noig cid the mnrgiral iloclh com clicll c rive' sl~iips at t01 c 

some time. at its three qvays (onme for rctroemmw s!'-ips, amothler 

one for banana boats, and the third one for roll-on, roll-off). 

.It also hos railronc, lines for tauolim'g goods. 

Next to the three old piers of the port of 

Lim6n is located the new dock, called the "German dock", which 

has three quays, totalling 450 meters in Zemgth. They are for 

gene-caZ cargo, for containercs, and for roll-on, roll-off. 

The project has a storage area for 8o refrig

erated containers, one warehouse for storing general cargo, and 

facilities for access by railroad cars.
 

The port at Punta Morales operates exclusive

ly for t~e export of sugar, havilng a loading capacity of 6oo 

wetric tons an h-LoWC. It has a warehouse whose storage capacity 

is 80,ooo metric tons, This /port is maciged by the Sugar Cane
 

,*.-.ric, turla[ an' Inmdustrial Association,
 

Aothier importamit aspectiof te piysical in

frastrkcture is the development of irrication proj.cts t'Ciat will 

il-c!ze it possible to incorporate or improve productive areas.
 

In the sugar cane and coffee zones of 'ocares 

is being developed the Rfo ltiq~tfs irrigation project, while im 

Guanacaste, the Tempisq e Lower Basin irrigation project is being 

carried out. This latter project consists of putting mcler irri

gotion, in ap(roximNa tely 20-25 years, some 125 thowisanc hectares 

of the best lands in the province.
 

To do thi.s, it is plamed to utilize water 

from the operation of the Arenal hydro-electric plant, plws the 



mormal flow of 
the rivers ticd the Lm(ergrouJirl(wters ii the aOra. 

Li th irrigatiom, the cowitry's formimq will be 

:odcrized. It will c'acge over from low-yield, high-risk opera

has barely
 

tionis, to irrigatiom,farmin-,, which will be hQgl y iprofk table ,io 

Awill se the laNd the entire year amd will eisure hig'i proc'uctiom 

by elimimatixg the problem of drought. This progrinm 

Lee-, started amcd pats thisfor year iviclwde t'ie incorporation of 

some 3,6oo hectares into the irrigatiol, p-f'n. 

As regards storage capacity, most of it is 

lacc ted iAi the cemtral region (67 per cemt), with capacity problems
 

i the areas prodccizg cereals amld sugar, such as Gmamacaste. 

(Table 2-37). There are 
also problems with warehouses for coffee 

tOnat will make it "nossibleto hold invemtories awaiti~ig better 

world zrices for this prod,.c . 

Nefrigerated storiNg of export products will 

be available to a large extemt with the ims tllation, at CENADA,
 

of cold storage 
for such purpose. At presemit, cold storage cap

ccity is a" importamt limitatiom for exports.
 

2.2 Prosiects for tCe Sector 

2.2.1 Productioi 

Ni order to amalyze the prospects for the sector, the 
export products must be dealt with differently from those imteiwled 

for domestic comsmmptiom. 

The export products, which have bemefited from higher
 

revemwes iA colomies 
as a result of devalwatiom, have a strong
 

incemtive to icrease productio i. 
V~at is more, it is expected 

that there will be a record coffee crop for the 1982-1983 harvest. 



PUB[LIC ANU I Vi: :TO,.,:, 'ry

:1980 

-by regions-


REGION PU17LtIC SECTOI P'I V/ATE SECTOR TOTAL
 

A!TC 1"T Ai'L'
 

Ce- tral 5,. 351 
 65 66.918 69 125.269 67 

CNorotecra 19.320 22 22.678 ". 23 111,998 32 

IBri~ca cmd 
~AtlW tic 11.776 J3 7.714 8 19.490 11 

TOTALS 89.447 100 10097.312 186.757 100 

(i) UIcldes silos omd wareiouses 

3owrce: Exuc,.itive Secretariat for Acgricwl tkrol/Livestocl ,ctorial 
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)ieW(evCr, LJ! e proclic tc dt.cid to a lorgco extumnt oni interim tiowol
 
quo La Li ons.
 

The prospects with regard to"iumteriatio:aZ urices
 
are not very attractive for the country. 
 At tle preseyit time, i
termational quotations 
on sw9ar, coffee and beef are very low.
 

These i tei ;s are going throwgl the period in
low their cyclical
 

evolu tion.
 

Another important Ziita 
 ion for a swstained
 

increase in 
 export prices is thte existence of export quotns. In 

the case of coffee, Costa Rica produces more than the quaota assigned. 

in preferential markets and imn selling to non-regilated marlets,
 

the price obtained is qwite lower 
 than the price paid in preferen

tial markets. As to sugar, production has not been emough to cover
 
the quota assigned under the liternational Sugar Agreement, 
 as a
 
rcsuLt of ta increasino domestic co swi;pition. There is a possi-.
 

• Mli ty to increase co;,isiclerabZy the export volwie thzisof 19roc.Lct. 

In regard to ba)ians, exorting is clo;e by
 
te trnnsnatioiial comnuaies, 
 wt'hich doiniiiate the internatioaal 

riarlket and fix te prices. Vkile the devaluation has increased 
Costa Rica's competitive situation, the high imported component 

involved in this crop reduces the possibLe profits from devalua
tion, which wold not be enough to invert the preset trend- toward 

a substitltion of bamma plantations by oil palm plantations in 

some areas. 

Non-traditional, agricwltutral/livestock export
 

prodmcts have important ince:itives to increase prodction. How
ever, in this case the limitations that exist are the country's 



CnIoaCi.ty to extor t, iie ther dc.ie to trc(Mw;ortation i.'roblems, im

abi li ty to open rarliets or qwcjli ty reqwirememts ,timposca by the 

im?)or ters. 

'he prospec.ts for cagricwltwral/ vestoclk pro

chwction for domestic comsum tm ion. are 
closely conmected wit,% the 

comestic price policies adopted by;-the goverm;-ent, as well as 

the evolution of thd rate of exch.ange,. apici i-flation. If the 

urice policy t-at th.e governmiient follo,'s' is to adjust prices to 

rising costs of production, sufficieNt incentives would be created 

to increase production. 

Another element that must be comsidered, in 

addcition to prices, is the credit policy because, as was analyzed 

above, ngricwltiral/livestochprotraction is extremely depemdent 

on credit. ilowever, if the j)resemt situation com t imes, -andLm 

S ui te of thze cosicernble increase expected in the credit for the 

Ogricklt,ral/livestock-sector, this would no)t gOurantee an increase 

to the suttme extent im produvction levels if, at the sarmia time, stiff 

controls are not set Lip for thE use of such credit in ord'er to 

prevent diversion t.tereof, and a conscierable technical assistance 

to the farmers for an efficiemt use of their resources. 

As to te agro-incdustrial sector, prospects for 

1932, accordinig to tihe I .lustrial Status Survey are that the div

ision most cffected is the one mlnfacturing wood procticts, wile 

it is estimated that thlere will be a slight recovery in the pro

duction of food items, beverages. and tobacco, as well'as in foot

http:prospec.ts


wecr mTiuf ncturij a.s a rc-u it of the proce, of sbil.!3 itwut. om of 

imports t!zOit has beaem taIi c, cc in this sector. 

This icrease that is expected ifi the anro

ii~rws trial sector could comitribte to attai, iiwoortont iUcrec sas 

im the prouctiom of the agricultwral/livestock oroducts that are 

usecl as raw material. 

Ewe to the fact that tlhe uew hgovermiIneiit hos mot am

hioumced its credit policy, tth,. prospects for 1982 are based on the 

1982 credit .proorai approved by the previows admnimistra tion of 

te Central SEnci. 

The credit Program prepared for :r982 shows a" increase 

of almost ioo ver ceut iii the credit assigned to t!he ,gricltural/ 

livestock sector. rkis wo!,lc? make it -)ossible to recover, ikm 

':rt, te stare of s'c'z sector hi t'e geueration of t'ze gross 

Proc;,mctio valte. t. !i this increase, te )ariatiom rate of 

credit to the sector exceeds thlze variation rate of the gross
 

producticn valwe. However, it will uot be emowgh to recapture
 

the share it had prior to 1981.
 

For 1982, the policy of benefiting ; oH-tradItiomal 

prodcts with a larger proportion of the credit will be coti

mlwed, as well as the imcrensiig Litilizatinm of market rates. 

However, it is mot expocted that these rates, in real 

terms, will taise on positive valwes in the mear fmture sice 

they will contimne to be u'der the inflation rate. 

A few days ago, the Cent.ral Bamk anozi-ced the lower
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i;;g of iuterest rates for tie cricu tirnl/livestock. sector, wId 

fixed rates that oscillato by iS per cent. 

is to the breakclow;, of the credit provided for i~i this 

progrcm, staple corenZs receive 34.7 per cent of the overall cred

it, and export produtcts such as beef and coffee continle to have 

a high 	share. As to ieon-idemtified i tews, importnt limes are 

bammans, with 3 per cemt of the total, amd the marheti;zg of rice 

and sugar, wich will get riore than i3. per ce)t of the agricultural/ 

livestoc!Z credit Cor 1982. ('Table 2-14) 

2.2.3 	 External sector 

The prospects for the exte.rwal sector seem to inmdicate 

that at least d,rimn the mext few years, exportation of traditiomal 

products will continue to be the largest source of i;iflow,. of foreign 

exchkage into the comntry, prticularly when the devaluatio. proc

ess.nalzes them more com'petitive. 

Among thiese products, the ones that have t/he greatest 

prospects for incruosing their export volume are: sugar and beef,
 

si;nce 	coffee does mot have aity mnore quotas for exportiwg to markets 

where the best prices are obtained, and bamaas depend on the de

cisions by the trai-snatiomal companies.
 

The nom-traditional products will be able to expand their ex

ports if am aggressive and efficient policy is developed to promote 

exports, i.e., with serious miarket studies and mechanisns to access 

these marinets. For this pwrpose, it is essential, to change prodc

tiom guidelines and install a process of production for export. 

it is unlikely that the present si twation can be chlaged
 

,V
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ip,a Short t ime cold .1e eore, 11o)- t.r.cidi ti o l prodicts Iill 

coitimue to represent a small proportion of the total volme 

of exrorts of the sector.
 

1'hct is more, if the vresent tred continues, in order 

to manage to maimtain present levels of food co;zS.uim,,tion, if the 

comes tic prodwctio, does j-iot increase considerably, t.e exports 

of agricwlturaZ,/lvestoch p-odhwcts','ill conti;ime 
to decrease, 

As to the imports of raw materipls and cal ital goods 

for agriciltwre, thie prospects for this 'year are for a very seriows 

contraction thereof. Agro-chemical irporters estimate a drop of 

35 per cenyt in te burchase of .veterinary produtcts, ad of 30 per 

cent in the miprclase of pesticides. .1m adcdftion, it is felt that 

the importation of machinery ond equipmemt w;ill come practically
 

to 
a stm'os till in this year. This means less oroducLiom wIch, 

ikn turn,, can worsen t'te diro;p in exuo-ts of noin-trncitio;a.1l prociu4cts. 

t1 time, the imp)ortoation of food' itei.s, d'ue.t the samie 

to the irzcreose in .- ices in colo.es for im',orts, w;ill .olc t'ieir 
-owu'ward trend. How"ever, Ctere is a series of proc?&cts that wizz 

'.robabIymot decreose, s-,;;,,ce thiey are essential in Costa iccms 

ciet, pind if an iiiportant i.crense in domestic proc'wction is not 

schcculecl, 
it will be necessary to import them notwithistcrclimg
 

their increasing cost.
 

2.2.4 Dema?1d for goods of the sector 

if teprocc ion of food is slach 1nd imports con timue 

to decrease as a resmit of high prices in colones and shortage of 

foreign exchange, in order to -maim taim stable per capitaa con

swmption of these prodhcts, the exportation thereof m,.ist contin"e 

to be redutced. 

http:noin-trncitio;a.1l


At thc same time, the decrease ii- people 's i)icotne level 
c .iforce -'czan,3esini the co",swiptio;z s tr,4ct'4re of cr..ricut.ltrurnl/ 

'livestoch oroducts, iHicreosiig the demand for less exr'eJisive 400c!s 

s,tch as staple cercals, which could weZl cause a comparative short

age of those ttat are still imported in cosinderable voliumes. 

2.2.5 	 Prices 

it is extreiely hard to .mahe avi app)ropriate forecast 

oni future i-teruatiomal prices of export iroc,ucts. )toi'ever, the 

present trend in prices of the mnaim export products comti;u(Cs to 

be dow-iward in tiie imterm~ational mnarket. These ie; prices could 

discorage domeis tIc pro cictiom 'if, hi addi tio'i, tie osi tive ef

fects that the d.vnZatio i of the col6yi has had on these produLcts 

ore eiimiinted or reclt.ced. 

As re-ards domies tic prices, the mcwV; govertwr:eit coiteri

plates the elimiintiom of most of the smbsidies that had been 

granted by the previous govermrent to mauy afPriciltural/livestock 

prodhcts, succh as the case of staple cereals, whose su.;ipport price 

for 1982 w:as practically doubled; arid wheat had a" imcreose of 

more thcn one hkpmdred per cent. 

Furthermlore, this policy beseems to aimed at greater 
price stability, redkcimg the muumber of products whose price waill 

be regulated. 

This could affect the domes tic cleinamd for agricil tural/ 

livestoclk goods if the purchasiig powt-er of wages is not readjusted 

properly. 
 V'hile ptoducers have the possibility of increasing
 

their exports, legally or otherwise, toward other marlets takig 

advantage of the improved competitive sit.atiom afforded by de-

A 



va lbiuctions, as well as of the price di [ e re tin WL%ltil tile mriarlk s 

of the cowntries in the area, tie dotnes tic imorhct co. tiocs to be 

the most important ,narlket as far as sales vol~tne is comcer.ed. 

2.2.6 Lin; ioymeYinCMt 

The _agricml tural/lives Lockz sector, even if it does )iot 

jacl upits prodwction,.cam be a dynamic sector in regard to the 

geeration of emrloyzent, if thie presekit treyid of subs ti t,timg 

liw)orted tuachtinery ayd ogro-chtemicals tIhrbowg! the wore intensive 

utilization of the labor factor. 

However, this sustitLtioki has a limit, determined by 

te profitability obtained iqer'!.iectare. Therefore, in order for 

the sector to continwe as a ge;ierato-e of employmnemt, it is also 

necessary to increase the area under qultivation. 

itt the sa.te ire, -if the present trend tow"ard Vhe con

cemtration of lad tenure covitinLes, there 'ill contin '- to be a 

sustaim.ed incrcase in wage earviers becauie, i, spi te of the ini

gration toward the cities, caused by said concentratiot., many of 

the former ointers go onm to hyadle agricwZtural task~s as wage 

earners. 

2.2.7 inves tmlen t 

Unfortuonately, the data on investment are available 

only Up to 1979. However, dwe to the uncertainty caused by the 

deval ation process, it can be stated that invcstrnent dropped in 

1980 and 981. Very little can be said about the fNtwre of pri

vate iivestment in the sector, except. that the stimulation there

of will be very closely related .to. well-defined and stabilizimg 

http:sustaim.ed
http:comcer.ed


goverm".lIIt ioLicio!0. Trherefore, whotever priorities the qovetni

emej.t assipris to this sector are very sicjpii cicott f or t'ie pri vate 

scctor. 

I)1 tie 1932-1986 Gove rminen t Progrin cal Zed Go"Let 's 


Back to t!e Soil 
 ", it is set for th ti-at " the fctomem tal strategy
 

of the agricitutrul/livestocl policy wiI see.h:
 

I. to prodcuce more food 

2. to ex!)ort a gricultutral/Iivesto h prodcts aOd obLtai 

foreiom excha;!ige 

3. Develop agric.l tral soiirces of eergy to replace oil 

,I. To geuierate etrployt:iei 

5. t-ttaijy the iC.eal of a society of proprietors imstead 

of a society of proleta'ricmus"
 

i ; 0c.ci.tio-i, 
 it states thr t "Firm cpid Pecessnry sters
 

'ill "e takcm i;1 order 
to set !m;p a systew. Ctat i,'ill stit:i.lote 

oae;;eri roductio;i adci cmot',er for ogricNlta.ial/livestaclzclevel

o:3i:iemt thiat w,'ill guanramtee to tLhe cotimtry tiat im four years, a 

clear ogricultvral policy 'ill be co;-solicated, that wiZ lead 

to the improveweait of the eco~iomy i, gemeral omc of rral life 

im particilar". 

Th4e Exective Secretariat for Agric. tral/Livestock 

Sectorial ,'iani iig has drawpz wu) the acimiual olgeratiiig p lav of the 

sector for 1982. This operati;ig plam sets prochictiom goals (Table 

2-33) for the most imnporta t products of the sector, Os well as 

the priorities for the sector, wh1ich iNi miy cases coiicide with 

the ; ew goverine;it 's program. The are -iecespolicies consiclered 



TA3LE 2-78 

PROCUCTION COALS A',D C TH RATES FOR THE: ,S2- 5 A 'ICZLThRAL PERIOD (IP79 PRICES) 

1979 1081-:98;
 
P R 0 D U.C T S Price Vol .e VaiL d Vol w-e 'ue
 

(C/MT) (,wr) ToiouSod C (AT) ThotsLand C! 

1. 	 EXPORT 

A. Traditional 
I. Coffee (bean) 19.518 107.462 2.097.443,3 11 5 .9S0 2.263.697,6 	 7,9 
2. 1oiianas 1.451 1.071.072 1.554.125.5 1.209.938 1.755.620,0 	 13,0 
3. Beef 8.945 140,720 1.258.740,4 144.,%3 1.296,735,8 	 3,0
4. S:iar cane 134 2.184.940 292.782,0 2.19H.017 294.534,3 	 0.6 
5. Cacao 21.012 5.000 i05.0600, 4.000 84.048,0 -20,0 

B. Non-tradi tional 
1. 	 Melons 8.600 3.600 30.960,0 6.000 51.600,0 66,7 
2 . vn ( 7,2 _ 	 -Pi ea' 2ples ui ts ) - -	 
3. 	 "Peji:aye" centers 2.899 2.500 7.247.5 9.500 27.5"0,5 	 280.0 
4. 	 Peajts 4.125 230 	 948,8 oo 3.303,0 247,8
 

SLM-TOTAL 5.37.37 5 	 5.777.079 2 8.0
 

I. DOA.ESTIC C0NSL.7iPTION 

A. Staplr. cereals
 

1. Rice 2.489 117.125 291.524,1 136.166 338.917,2 16,3
2. Corn 1.440 84.602 121.826,9 105.000 151.2U0.0 24,1
3. l0eo :s 4.520 15.762 71.244,2 18.9c0 85.426,0 19,9 
4.. SorctL4m 1.107 32.485 35.960,9 40.000 44.280,0 23,1 

.. Oil-prc:,'cixg plaxts'
1. Cotton 13.378 575 7.692,4
 

-2. So, bean 
 3.530 1.250 4.375,0 3.500 46.S23.0 	 508.7 
3. 	 Oil Plm So00 205.326 164.260,8 . 4.473' 15.645,0 257,6
4. 	 Coco?..ts (o.uits) 1 8.G00.000 8.000,0 209.335 167.468,0 	 1,9
 

C. Fruits and Vegetables 	 8.700.000 8.700,0., 8.8 
1. 	 Potatoes 4.200 26.077 118.148.0 
2. 	 P 1an.t- ins 1.406 89.430 125.738,6 27.419 115.379,2 -2,33. 	 Y!4cc, 452 16.959 - 7.665.5 91.576 128.755,9 2,4 
4. 	 On i ons 3.464 3.536 12.248,7 18.053 8.160,0 6.5 

D. Sti rkIl an ts 3.536 12.248.7 	 0,0 

z . Tobacco 14.829 1.896 28.115,8 

E. Livestock 1/ 	 1.930 28.620,0 1,8 

1. milk (tuio's.l{ters)2.799 320.285 896.477,7 320.285 6 6.477,7 	 0,0
2. 	 Ho;s 10.911 21.376 233.233,5 20.307 -1.5f7,7 0.0 
3. 	 Eggs (ni Ii. oii ts ) t. 392.C87 217.216,2 392.037 217.216,2 0.0 
4. 	 Pcwl try 9.411 6.069 57.303,6 6.C89 57.303,6 

F. Forestry (m3 ) 576 618.588 356..37n, 7 585.397 337.1SS,7 	 -5,4 
SUIB-TOTtL 	 2.757.33S,6 2.881.323.9 4.5 

TOTAL 	 8.%'.46 1 8.658.4t.1 6,8 

1/ 	 EXCetn7 .ogs, the prcdnIticYn. igure5 for 1951-82 for tie Livest 
Sub-Sector ara shocn 6ecawse thira are no estimr.aes for 19S2-1933 

Sourcex Executive Secretariat for AricLultitral/Livestock Sectorial 

Planning 



Sry for t".e o(:'licv leJl t of tiuue ohjec ti Vs owl thea stpeciI i C 

?..rogVrns to be carried o~tt are dutailed pii Table 2-39, A credi t 

9roarrci for the ogrici ltitral/livestock sector is also provided, 

i'.i th which it is iltewlded to f,.ir-islh i i~ico.itive to ottabt the 

',ro'Juoctoii gonls. ('nble 2-,,io) 

C'e i ives ttne . t projec t: tla t Nave beei 1)1cr-eci by t Pie 

'liic sector iii the field of agriculture are of real importopice 

simce mariy of thleni hove .te objective of promoti g -or shori;, iu 

•:rv te i -zves f.:::e; t. 

7Table 2-41 coiitahi-s aii imvemtory of .gro-imdlstrial 

"9rojects, whose developi;,emt is.bei g stwdiecd by the variowis pub

lic i;Is i tioIs, 11anuy of 'hich proj.cts, -it is expected, 

wil be carried o"t by p.rivate coiipamies, eitler domestic or 

2 - 3 t rOblCI: 3 oUt'iaCcOSeto 

hI order to stinilate te ocriciuitrI/iZ ivestocr. sector, 

the serious problems preseiitly lim;itmg its develo-)r:et must be 

talh:e ! ito comsidertioi. Some of t es, uroblems are comwom to 

all of te uroductive sectors a;il wile they have olready beei 

ma lyzed iii tie first few pages of this clocuiei.:t, it is import

cmt to see how thiey affect this sector pcirtic.larly. 

There are also litiatioms of the sector itself, wich also 

liiider its cie vel opteiui., 

"te most seriows limitatio.s faced by tie agricultwral/ 

livestock sector are the followi ig: 

i) Agriciltural/livestochprodatctioi is highly depeidamt 

om credit givem by the Natiomtl s~alikifi5ysten aid other 



TABLE 2-39 

Summnary of Sectorial Objectives md Policies, nild 
ij1sti tutiol.ial rcs;:oi-sibilitiesb'y qror:.
1932 

OB ECT I VZ3 POL ICI ES PRO/AS 2ES OS I GLE 
At level of A-7ric!il tLira/
Livestock ?,ibli.c Sector 

i. Emsure arid i.crease 
the s.prly of agri-
cultural/livestock
products. 

i.a Ge~ieral sT4u.'ort for 
incresiiig produc-
tion 

ib Stimilte'ti 

i.. Stewle cereals 
1.2 Cottom 

1.3 Soy bean 

CNP, .sG, S:,5 
ALCOSA 

C2?E,Cetral omi:z CN?, 
for do -,estic co)-
s w"?nption. 

1.c to i.1, except i. 
an--d 1r.k, ore SU19
port service noli-
cies 

1.i Realistic, co l-ereit 
ay.d ,rofitnble n-rice 
p61icy. 

1.4 Coconut 

1.5 Tobacco 

1.6 Agro-emergy 
1.7 Other prodmcts 
1.8 Wilk[ 

1.9 Hogs 
1.10 Po w'ltry 

AG, ITCO. 
ASSANA 

Tobacco Eefense 3oard 

AG, CZT,ITCI,,ITCO,CFIL 
OFICAFE, ASS"'A, NOC 
SEPSA,?.!E IC 

Hog EeveZorrem t 3oord 
Poultry evelocre't o 

x.k Srecial input mar-
1eting prorroir. 

i.m Crecit policy to be 
apilied at thze rig!t 
tine and i"- the 
right aox; t, to 
priority activities. 

1.11 Fishery 

1.12 Forestry 
1.13 Aarktiro 

1.14 Storage 
Prices 

National Fishery Ccr!-it 
MAG, A33ANA, COEESA, ZT 

MAC 
CNP G L ICA 

CENALA, CNP 
CM', 1.:ETC 

1.16 Tecn,ical 
Assistance 

MAG, ITCO, Banco ?,acicn 
de Costs rico 

1.17 -eric!fIturalLArG, 
Research 

ITCO, CGxTAZ20 

1.18 Seed rroaram ONS, CNp, ?,AG 

i.19 Fertilizers FE TCA, SEPSA 

1.20 Plant HOCICI - MAG 

1.21 AimC Health MAG, P&RONASA 



Tab7e 2-39 (brouhltforward)
 
OL; J CT I VLES jOICIE 


2. Contribuite to it-- 1.c t,tunze ,,rodiuctio1 

provenenit of the of ex2ort proCoffcts.e
country's trade 
 -
bala ce thro;.qq4 1-d incorrorate faierincre o~s e of e xp r s in to "{r i n eqfl e -•
img 	phase.-


3. Impgrove "living con- 2.0 Sitable wage ~cl-
dli tjons of rural icies consiste.t 
pou'zation. 
 wit increase in 

cost of liil10.
 

2.1 	Promote lc-or-in teii
sive activi ties
 

of arro-i ncus tries 
req,4i r,; c,b7bor 

2.d Strengthen rmral 
women's developqment 

' G .AJ5, 


2.I 	Coffee 


2.2 	sacin;la Devezo-lient 
ProgrC

2.3 	Seer 


2.4 	Swgar Caie 

2.5 	Cacao Program 


2.6 	A!elon 

2.7 	Pinearple 
2.8 	"Pejibaye" ceiiters 
2.9 vof 

Ex79Qrts 


3.1 	Rural loine"s 
Pevelomet 

v 


J F ? jIZL =
 

At level of aa,c!uf t'7ral/Uy1 a 7-1OItbLc dector 

OFcA,, 

A-AA, 3-C,SI:;A, 
"'-

S .SA 

A:G-LAICA Acreeex 

Executive Coz- ttee 
COcao :ictil"l t. 
CAISA 

DAI.S: 
DAZJA: ITCC, ASZA 
Sl!-sector for .r" o± 
of Exports an Iny S "

?::G, AFL:AG, IXA, ccx. 

•
 

C 



Table 2-39 (browcht forward) 

-_
 

OBJECTIVES POLICIES PAt .... ... c 
;S O ,,13 L E 

level oft ir 2 Ieees c-% 

4. Promote farmer 
orgoiiizatioms 

3.a Co;,solic-ate C,:C's, Le-
velo,re -,t Cowicils a7d 

4.1 Rutr.l 
tio 

o9cgowLIz-

Pziblic Sector 

:.AG 

Farmers Co,:,;i t tees or 
Boo rc4s 

3.b Encowrage orgacuization 
of forwers iito coo.s 
or self-:,:,;tcged eiter
pri ses, 

3.c Give Priority to s,,;)
vort services for co
operative aid self
maxaagetet gro'ios. 

5. li:corrorate lad-
less farmers ivto 
the prod!Action 
process 

4.a Accelerate far,v:er set-
tlenievit Vrograi.:s avdi 
others clitnecl at imte
gral developr;m,et. 

5.i Agrarian ,earramge-
men t 

ITCO 

A* b Draw :..i av d i0'mewent 
vrogramns for grac,.vates
of agricu{ltz~ral schools. 



Table 2-39 (brought forward) 
-. 

RES PONS IGLE 
At level of agri-
OBJECTIVES 
 POLICIES 
 PROGRA1!.S cult!-ra/lives
Public Sector toc 

6. Improve utilization 5.a General golicy: streigt. - _ 6.r Education and trcin-of production fac-	 INA, ITCO,.AGem irrigation and zolningtors. 	 Pigof prodction, 6.2 	 Irrigation SNE,AiG,SENAS
5.b 	Project for integral de- Fot Coitrol nd MAC 

velov,?meit of Lower Sasin 6.3 restio;iof Ter-uyscufe <iver, a.d reglationItiqwfs Project. 6.4 	 Fishery Co;itrol and bMAG5.C 	Prepari.-g drainae and regulation
irrigcitio, projects. 6.5 	Nationcal parks

5.d 	Zoyzing Progra-i 
MAG 

6.6 	 ,Zearraneweit or SEPSA, MAC
5.e 	Orderly develou:e.t pro- Ivatersheds 

gram for fiseiery re- 6.7 	I3uca~t for the Agri- Istituftion-s ofsources, 	 t!
cultxral/Livestock 
 Agrickltvral/Live5.f 	Forestry Program, wv-6 Pblic Sector stock P!ublic Sec vstrict co-trol of te 6.8 	Transfers
utilization 	 Institutiovsof the 	 of ,rre-	 Agricultural/Live.source, 


stock P!,bic Sectc
5.g 	Irprove the iydustrialutilizationq of ti.'-ber."" 6.9 Credii Program

6.io lnvestinent 	 " Projects hAtC, ITCO, CN?,5.k 	improve productivity of 
it 

SNE, ICE, ME?human resources. 

http:ITCO,.AG


Table 2-39 (brovcht forword) 

R LS, 'G .3 1;1 LE
 
03 JCTIVES At levelPOLICIES of c r pN.G , .C c 111 t r cL/I i estoc',

7. Ir.prove tile [ ,s tt ,- 6.a Strerigtlle), tC e Pu'Y,7tc 5 ctcqrI-,-s t it!,- 7. 1 Z'X'n: Ini s t rat otio-al System , I T C;, 3E:'S.-. OF PLof te tfo~lal 2ZUa"ii ts.Sector ai-. co}msoC- COT:CSAAi;1is try of
date the pZany.iig 6.b Exc.,ite L. FinTCce, co; tro r 3 
s u b - s y s te , CCf fi.cete mby p r o roms . Of-I ce6.c Set wq follow-,v2 QHC7 7.2 l-iteriatio;iai Teca_ A:AakTCO,AScA7A ckcontrol syster7:s for P1cr L Coojec
erttso SNEProjects. Projects6.cl Co;,lti;-,e r}w co;iso7- 7.3 con trol a}id S sps.:, Ims t it , C-<S

ic:'t tli E o~aU0t oi
zation rocess. oftCie 
Livestock ?roZlic 

6.e Stretigthen th-e 
- Sectoriifor,;a

tioi system. 
6.f Integrate actions of tke 

sector uwith actions fN 
other sectors. 

Source: Executive Secretariat for AgricultLroal/Livestock< Sectorial P-Iwinihg. 



2-102 
TABE .4 0 

CRF.DIT P[ZCG!Zi'AI FOR "-. AGt I CFLT:TAO./L
19d2 

RV:TOC< :3ECTOR 

A C T I V I TI S Area Ainowit 
(Heeta'es) (,illions of €) 

A. 	 Agricvl tre 
%. Staple cereals 

a. 	 Rice (machipe-milled) 
-Commercial 85.000 1.512.4 
-Seed 4.500 80,1 

b. 	 Corn 
Macihine- avid partly machine milled) 60.000 737,9 

C. 	 Sorghum
Rainy and dry season 20.000 203,5 

d. 	 Beans 35.000 392,8 
2. 	 Irmprovinig Coffee Prodwction 
"" a, i;w pzantimg 5.400 228,4 

. RepLaoti]6 32,6 
3. 	 Irrigation1 anid draimage 

(parceL rea'.istinent) 320 4,8 
4. 	 Cacao deveLo.rmevt program 

a. 	 Cacao 
-New '7 a;It Ig 700 13,5 
-Replantiig o500 9,7 
-;-,a c laimi g 1.000 9,6 

b. 	PlIam ta Ins
 
-New plctimg 700 10,4 
-RepIOY ting 500 7,4 

5. 	 Annwal crons 
a. 	 Cotton 5.000 91,5 
b. 	 So~beat 3.000 15,0 
c. 	 Me ons 500 11,5 
d. 	 Peanuts 500 5,7 
e. 	 Tobacco 1.500 61,4 

6. 	 Sama;ia Develor'mrekit Program 
a. 	 New planti g 2.536 255,0 

7. 	 Svqar ca e program 91,4 
a. 	 -Seedbeas fl70 
b. 	 Rep Zanting 3.380 

8. 	 SLkqar cane rPlantation maintenance 66,4 
9. 	 CocomLt(t rO'7-mnt 

a. 	 New planItimg 150 4,0 
b. 	 Reclaiming 250 2,5 

1o. 	Macaciiia
 
a. 	 New plantifig 350 4,1 

11. 	 "Pejibaye' 
a. 	 New vlantinlg 750 26,2 

12. Silh procvction 	 100 1,5 
13. Coffee crors 	 925,2 
14. Rice marketing 	 789,3 
15. SLnyar mrtreti~lq 	 379,0 
16. 	 Agricultviral rre-exports 10,0 
77. 	 Otier arjric:4tvtraL credits 575,9 
18. 	 Reforestotion 2.000 30,0 
19. 	 Small fanrmer, Co,m1mi ty self-mamaged 

farmi;ig enterprises, Rivra[ Womem's 
UeveZopi:e)it anid AID-T-o27 515,0 

20. 	 Agrictdtral read/jstments 112,3 

B. 	 Livestockz and Fishery . 
1. Cat tLe raising (beef and dairy), 400,0 
2. Cattle development 314,0 
3. Cattle fatte;,ing 314,0 
4. Hog a)d o tler livestock raising 80,0 
5. other livestoc!z credits 260,0 
6. Livestock'. readijLetmemlts 14,0 
7. Fishery pla): 22,7 
8. Pra T raisinig 9,0 
9, AqAacwil twre 10,0 
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C. Other 

I. Salt 11,9 

INTEREST RATES:
 

"rze activitires whose interest rates are subsidized are:CommLi ty Self-iaamyed Small Farmer,Farmer ELterprises, Rural Woine, DeveLopmen1t aidAID-T-o27 -

Cattle raisinq, 6Z. Reforestation, 
8.o%. Fishery Plan, 1.o,%. 
For the aqricLtltwre awd livestock readikstment pZans, the rate of interest shall be t-ze averaae -weighted in accordance with the rules setforth by the National Bakling System, a)nd shall be left to the discretion of each of 
the commercial banks. 

For the rest of the activities, the interest rate s'iall be the passivebasic rate pZs 3.5 poi;ts. On February 4 t1, ,1982, Ot passivU basicrate was 21.5, ; therefore, the market interest ,rate was 25,; per annm. 
Source: Executive Secretariat for Agricwl twral/Lves toc, Sectorial 

Planning. 



TABLE 2-441 
INVENTORY OF ACRO-IND4STRIAL PROIECTS 

NAME OF PROJECT PRESENT INVESTT.ENT 
STATUS (millions PRODUCT TO BE PROCESSED LOCATION PLANT CAPACITY 

of #) 
z. Ginger processing plant 
 PrefeasibiZity 
 0.9. Sliced, dry ginger 
 Siquirres
2. Tropical fruit proc. plant 	 3.2 M.T.18 hoursFeasibility o.9 Pulps, jellies and candied fruit 
 Orotina 2 M.T./8 hours3. "Palmito" cannery Profile 
 14.0 Canned "palinito" Gu6pizes 6.6 mill.stalzs/ye
4. Pineapple processing plant Prefeasibility 23.6 Slices, pulp and Juice Son 	Carlos So ?.T./8 hours
5. Citrics processing plant Profile 18.9 Juice concentrate and pulp 
 Buenos Aires 11.3 M.T./evaorati
6. Annatto processing plant Idea 
 NA Paste and seed
7. 	 QueposPapaya a)d mango proc.plant Prefeasibility 0.7 Non-concentrated pulp 
 Paq-era 2 .T./8 hours8. Papain extracting plant Profile 6.8 
 Refined papain 
 Ca;1as 20 M.T./year9. Oil plant processing planta--/Feasibility 
 636.5 
Cotton, soybean and peanuts
2 / 	 Guanacaste Pray.
1o. 	Lemon prodwctio t- Feasibility 14.6. Lemons 
 Buenos Aires
11. 	Rcr7ie growing and imn- .
 

dustriulizatiom 
 Profile 56.o 	 Fiber- 5.1 MT/3 !11Textile fiber and flour 
 Atlantic Zone Flour: 28.0 AiT/812. 	Cashew processing plant Feasibility 16.9 
Almond and oil 
 Bagaces
13. Sesame hulling plant Profile 	
4 hrs. r/

3.5 Hulled sesame 
 Santa Cruz
14. Banana flour plant 	 2.25 MT/8 hoursPrefeasibiZity 
 7.3 Banana flour 
 Pococf
15. Banana starch plant 	 65 MT/8 hours c:Prefeasibility 
 3.0 Starch 

16. 	iBzi:oa alcohol plant Lim6n Prov. xo MT/8 hoursPrefeasibility 7.4 
 960 GL alcohol 


* 	
Lim6n Prey. 3300 lts./8 hours17, 	Vegetable processing plant Prefeasibility 
28.,_ Fresh tomatoes and paste 
 Guanacaste 
 7 MT/8 hours
18. 	Coffee induistrulization 
 Idea NA Toasted and ground coffee
 

Source: 
 Corporation for Costa Rican Agro-Indkstrial Development (DAIS,'.)
 
i/ Of refined product

3/ Agricultural project
 



national or foreign institu4tions. Due to the high risk 

involved in this activity, farmers are not willino to 

use their own resources to develop,.it. Furthermore, the 

credit policy foZowed so far, involvijig low interest 

rates and large sums granited at smbsidized interest rates,
 

have cittracted farmers that depemd on credit.
 

In general, farmers find it more profitable to utilize'
 

government funds, and use their on funds for other ac

tivities, largely financinq. This situation has become 

worse during the past 	 two years, w'hen the real interest 

rates paid for loans from the National Banking System
 

are negative, wiich prompts credit diversion withoreater 

force toward speculative activities and the purchase of 

foreign exchange to be deposi'ted abroad. 

Therefore, a program intended to stin-ulate the sector 

must consider this aspect with priority, in order to 

"create the necessary control mechamsms, as well as those 

that will encourage farmers to use their own resources.
 

ii) 	 Costa Rica has not developed any agricultural production
 

for export, other than bananas. The general trend has
 

been to develop agricultmralproducts for domestic 
con

sumption, and try 
to export surpluses to the traditional 

markets. This is a very serious limitation for non

traditional ex.ports of the sector, since as a rule, the 

production intended for domestic consumption does not 

meet quality standards set by the importing countries, 

and while it is true that ,they could be sold 
to non

http:develop,.it
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tradit i oizaul arko ts , the coioi try does viot have tite rc
qwired experience amd kmowledge gainito access to such 

markets. Furthermore, there are important linvitatioms 

in regard to tramsportatiom toward mew markets. 

in order to stimklate .the sector's production, the ex

portatiob of its products is an importamt element. 

Therefore, se-ps airec at redmicig some of the quality 

requirememts, that very ofteniacie imposed as protec

tiowist barriers, would be very helpful, as 
well as 

suitable information oii access to mom-traditional markets. 

Another serious problem' umder the limitatioms for exyort 

are plant health barriers, naily the bureaucratic sters 

reowired to meet such requirememts, v.hich very often 

cause serious losses, particularly iv the case of per

ishable goods. 

Similarly, export quotas under the gemeralized prefer

emcial .system seriously limits the expamsiom of exports, 

even im the case of nom-traditiomal products. 

iii) During the past two years, due to the ecomomic crisis 

through which the cowmtry is going, agricNltural/live

stock production tends to decrease as a result of low 
investricents in the sector originating in the present 

economic uncertaimty, as well as the importamt increase 

in rroduction costs. This situation affects, to a greater 

extent, products w.hiclh are intenc!ed for comestic con

\19 
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sumption, because prices have not been readjusted to 

the same extenit as costs. Therefore, there is a trend 

for 	farmers to use a smaller qumtity of imported im

puts, specifically fertilizers aiid pesticides, which 

results im less procdmction volume. Loy domestic prices, 

im t,,trn, create an impor tant differeuiciaZ with priceq 

prevailimg im meighbori~g coumtries (particular with 

procucts such as staple cereal'1.aojd sugar), . ich leads 

to the smugglim of su-ch products out o' the country, 

which, im turn, creates a domestic shortage and the 

permomeit outflow of foreig exchange from the country. 

At the some time, the mai;aim-ing of domestic consump

tion 	levels in the l !;ht of a drop in production and 

in imports due to devaluation, has been achieved, during 

the past year, at the expense of a substantial recuc

tion in exports of agricultural/Vivestock products, 

excluding coffee, cacao and bananas, whose domestic 

consumption Is Hot significant. 

iv) 	 As a generator of empZoyment, the sector lost impulse 

during the last few years. However, in spite of its 

having released workers, there is an important increase 
in the number of wage 
earners in the sector, as a re

sult of an imniortant concentration in land tenure, 

particularly in conlara tively new production areas, 

which is displocing small ow'ners, who then become 

rural wrage earners. 
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v) 	 Lastly, it is mecessary to solve the problems of a lnck 

of adequate zoninig of crops, as well as of si.fficient 

seed production and appropriate technology, that is ap

parc t in some products. Zoning is important because 

the agricultural fron.tier in extension is abowt to reach 

the end. Hoever, there is an ample ogricwltwral./livestock 

potential if t!e use of the land and the present cultia

tion 	practi'ces are restructured in an effort to attain 

intensive crop development.
 

2.4 	 Institutional Framework 

The institutional framework that serves as swv).port for the agri

cultural/livestock sector includes both public and private orgaviza

trons. 
 in general, it may be stated tha.t, one way or another, all 

of the public institutions have importont conections wit the sector. 

Below is a complete list of the organizatioms participating in 

the development of the agricultural/livestocksector, and a descrin

tion of the most important ones. 

2.4,1 	 Institutions of the Central Government
 

- Legislative Assembly
 

- Agricultural/livestock vocatiomal schools
 

- 5 ureau of Statistics and Census (IAEC)
 

- Geographic Insti tute (AIOPT)
 

- Ministry of mgricitlture and Livestock (MAG)
 

- iistry of Economy and Commerce (MLC) 

- National islanninog Office (OFIPLAN) 

- 1',age Office (Ministry of Labor) 
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- Presidency of the l<epublic
 

- Bureau of Community Development (DINADECO)
 

- AgricuZtSrol/Livestock Sectorial National Council (CAN)
 

- Executive Secretariat for Agric"tural/Livestoclk 

Sectorial Planning (SEPSA)
 

2.4.1.1 ministry of Agriculture and Livestock
 

The directive body for the 
country's agriculttural/
 

livestock policy is the Ministry of Agriculture amd Livestock. Among
 
the plans of 
the present government is the strengthening of this
 
Ministry, and organizing it so 
that it will operate efficiently so
 

that it will achieve its 
function of orienting and coordinatimc, the
 

sector.
 

Its most important general function is to devel

op the Government's agricultural/livestock policy, taking into con
sideration regional peculiarities as well 
as available resources,
 

g.u.aranteeing 
a suitable utilization of the 
land and other renewable
 

natural resources, an increase in 
the national)product, the fair
 
distribution of income, and a rational utilization of 
the hwtan po
tential in the same
rural sector. 
 to 


ute 


At the time, it seeks contrib

to the increase and diversification of exports, and 
to t e sub
stitution of imports, 
to the promotion of the imdustrialization of
 
agricultural/livestock products and 
to the achievement of a policy
 
of fair prices to farmers, compatible, insofar as possible, v.ith
 

the purchasi ;g power of the consumers.
 

As to more specific functions, it does the fol

lowing:
 

i) Applied research, seeking to increase.the pro



ductivity of aogricmlt1ral enterprises wid in

corporate them into the technological devel

opment in order to attain greater dynamism in 

the cowntry's agricwlttre. 

ii) Promote the development of rural orgaizations 

of all kimds. 

iii) Training to farmers'improve technical knoledge 

and developing programs of visits by srecialists
 

of the Ministry into'the field, with the some 

purpose. 

iv) "Isswe information and disseminate the fin.dinos
 

of research so thaqt they will be availa,;e to 

farmers. 

v) TechmologicaL research in order 
to increase the
 

i diwvtrializatiom of 
the sector's prodzucts 

vi) Promotion of practices in the handling of prod

ucts, in order to prevent pre- amd post-harvesting
 

losses
 

vii) Promote farmers' fairs as well 
as market stwdies. 

The Ministry of Agricultre and Livestock also 

acts through the Cantonal Agric"Itural Centers, whose objective is 
to promote the population's participation in the proposing and 

implementation of programs intended to achieve agricult:iraldevel
opment. The activities of these centers include facilitating the 
obtaining of credit 
for their members; carry out necessary wtorks
 

a)d services for developing agricwltwre, and promote trainin.9 in
 

the use of resources avoilable in 
the..commmity. 
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2.4.X.2 	 LE.Xec Ltive Secretariat for Agri clZtural/Li vs tock 

Sectorial Planning (SEPSA) 

This Secretariat uorks under the National Plan
nino Office and is entruisted with all 
of the aspects of agricultural/
 

livestock planning.
 

-nctio.
Its main 	f is preparing the amnual oper
ating support plans for the sector, as well as cooperating in tie
 

formulation of the credit pr.ogram for.the "sector.
 

This office works, in general, Os an adjuict, 

but also makes studies on an individual basis, pc,rticularly em

phasizina products that face importanit problems and "n wkic! tie
 

country is not self-sufficient.
 

i 1iong the most imnportont programs is agricul

tural diversification, the development of fishery, as well os the
 

developement of specific regions. 
 Also, diagnoses are prepared
 

on various proc!ucts, marketing studies 
are mpde, amd the status
 

of the sector is evaluated.
 

2.4.2 Autonomos and semi-autonomous organizations
 

- National Banking System (Ssi1) 

- National Prodwction Council (CNP) 

- Costa 	Rican Electricity institwte (ICE) 

- National Institute for Cooperative Promotion (Ii\FOCOOP) 

- Nationol Insurance Institute (ItNS) 

- Land and Settlement Institute (ITCO) 

- Port Admimistration Board and Economic Le'velorment 

of the Atlantic Versant (I i-EVA) . 

- Sitgar Can-e '.griciiltural d ndus.f.ial Assn. (LACA) 
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- coffee office (OFICAFE)
 

- Grains and Seed Research Center (CIGRAS)
 

- Food Techiiological Research Center (CITA)
 

- University of Costa Rica (UCR )
 

- National University (UNA)
 

- Costa iica Technological Institmte 
(1'rCR)
 

- Natiomal Electricity Service (SNE)
 

- National 	Training Institwt'e, (INA)
 

- Center for the Promotion of Exports and Investment 
(CENPRO) 

- Natiom'al Council for aciemtific and Tec!.znological 
Research 	(CONICIT)
 

2.4.2.1 	National Banhing System 

The "Banco Naciona7, de Costa z ico" is the mem

ber of 
this system that maintains closest relations with the agri

c ltural/livestoci sector because, while the central Bank prepares 

the annual credit program for the sector, thpse funds are 	mostly
 

channeled through the National Bank. 

Furthermore, in order to meet the objectives 

of the loans, the National Bank, as part of 
its functions, trains
 

farmers in 
an effort to introduce recent techniques into the sec

tor, as well as the development of administrative techniques at
 

the farm level.
 

2.4.2.2 	National Procuction Council
 

Its main 	objective is stimulating agricultural,
 

livestock and marine production, as well as stabi'lizing t'ie prices 

of the sector's products w'hich are fundamental for Costa "."icams, 
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diat and of the rw materils required by domestic in.chistry, 

seeking a fair balance between farmers and consumers. 

Its specific functions are: 

i) irect purchase of staple products for do

mestic consurmption (mainly, staple cerenls) 

at prices that will guaramtee fair profits 

for the farmer arid the consumer. 

ii) 	 Acquire seed, fertilizers, insecticides amnd 

other products for.the benefit of agriculture 

and livestock. 

iii) Acquire selected animals to im?-rove domestic 

livestock arnd set up nurseries for fruit anmd 

timber trees... 

iv) 	Set up silos, cdriers, warehouses, colc storage 

rooms for sLorim1g arid imdustrinlizimg rgric:.Z-. 

tural, livestock and marine goods. 

v) Acquire machinery, equipment, tools for agri

cultural and livestock purposrs, an 
 encourcge
 

the mechanization of agriculture 
to obtain 

greater efficiency and productivity. 

vi) Stimulate the forming of mnarketing cooJern

tives, as well as production and mechanization
 

cooperatives, for the purpose of 
industrializing
 

agriculture, livestock amd 
fishery vherever it 

is feasible. 

vii) setup iw-a.rehouses for distribution and 3le,
 

or markets, for :retail sale of sta le items. 
In order to meet the above objectives, the Council can obtain looas 



as well as for exportimg amd imiportimg whatever produicts it may
 

deeui necessary.
 

2.4.2.3 Natiomal Imstitute for Cooperative l'romotion
 

This imstitutiomwas created for the pwrpose
 
of cooperatiig im the inteqral develoMiemt 
 of cooperntivis anidm 


of helpimg the cooperatives in the 
varios fields in which they
 
work. Therefore, im order to meet 
 these objectives, the Iusti
tute carries ou~t 
 the followimg activities, amo-g others: 

i) It gives technical "'assistC;wce, for examnle 

in the developmemt of il-wistrializotioi am 

mecha-nizatiom of agrickltwrol/livestocz 

products, as itell as in domestic a d- foreign 

marketing thereof. I-i addition1, great im

portamce is attoched to aqulifyi;w coorerative
 

members in admimistratiom. 

ii) it gives fi-anciag for investment and worki-g 

capital for agro-imdustry and ogricwlture 
2.4.2,4 National Imsuramce 1Imstit~te 

In the agricultwraZ/livestock field, 
the .'ationaZ 
Imsuramce I-stitute acts throwili crop insurance, which allow farmers 
to eliminate part of the risk involved in the agricwltLral activity 
die to its high depeidemce on matural phemomema. 

crop ilswrace covers crops swch as rice, cotton, 
beans, sorghwm, corm amd soybeais in differemt areas in the cowmtry 
and at the presenvt time it is studyimg the Possibility of i-cludimog 
more prodcts a-d more areas 
wider this protection system.
 

The deficits tat have accolnpaied this type of 
is-ronce have forced the 
Iistitmte 
to impiose more strimgepit com



ditioms for Orating the i stirailce. 

In addition to crop inswrCr71ce, there is aoiotlier 

type of imsurance covering cattle, for the same puri'ose as tie 

f ormer. 

Concurrently with its role as insurer, the
 

Institute gives technical assistamce, mainly as to the use of fer

tilizers and pesticides. Another important aspect is its camaigl 

aimed at preventing brush burning on 'the countryside, which proctice 

often t"rns out to be harmfNI for agriculture. 

2.4.2.5 	 Land and SettIenemit Institute (ITCO) 

The main scope of ITCO are describec as follows: 

i) matters connected witl a better distribtition 

and utilization of land, its qroc,,ctiom n 

productivity imn terms of the country's eco

nomic developmemt. 

ii) Promotimg agricultural workers in order to 

give them access to l!nd in owmnerslli,, i'it.1 

an imstitutional support system that -ill 

afford them a decent standard of livin'g for 

their families. 

iii) Protecting te national heritage in tie form 

of natural res6urces. 

In the operntion of ITCO, tivo broad areas are 

i(!entified, from which the different programs oripimate. Tkey are: 

i) Assigning and develop:;ing londs, for te rmr

pose of forming, developi~ng an6' consoZiclatinq 

farmer set tlements. 
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ii) Legislation comnected wi!i 
 land tenure,
 

which is subdivided into:
 

- squatters on private farms 

- squatters on governmemt farms 

- titling natiuonal reserves 

- rearrangement of lands belongina to ITCO
 

- Indim re.serves 

Up to August, igp8o, ITCO had benefited more than 50o0o farvilies 

on an area exceeding 1.25 million hectates. This has bee" done
 

throuch different programs.
 

-For example, the farmer settlement "roorom
 

seeks to incorporate the farmers choseni, into 
the oi,,ners'ir' of
 

land, by organizimg them and traininmc 
 them so they will increase
 

their production and procluctivity, and raise teir stcoic.orc, of
 

living. Lauid is given out on a collective basis or in incivic'al
 

lots, in an effort 
to constitute efficient productive units. There

fore, in.addition to the land, 
ITCO also swJrlies sm-7*oort t.orks or
 

services, such as 
roads, bridges, housing, agricultural crec;7it,
 

product marketing, etc.
 

This institute became the Institute for Agri

cultural/Livestock Development by mneahs 
of loaw 6735, of April 15th
 

of the current year. This low essentially maintains the fNctions
 

of ITCO, but has greater ?-articipation in such aspects as:
 

i) State policy on agrarian matters
 

ii) obtaining fimamcinn for agricwltural/Iivstock
 

ile ve 
 tyit()we 

ii i) Prepvaring, ivi t. the. National boailzitio System, 



the developmeit of projects for 
the best allo

cation of agricultural credit.
 

iv)Encourage the forming 
of social organizations,
 

such as community, self-mnanagea farmer eter

prises, cooperatives, etc.
 

v)cooperate with other institutions im research.

for agriclturaZ/ivestoch projects and the im

plemem tation thereof.'
 

2.4.2.6 	National Training Institute 

This institute develops some basic projects "hich 

are related to the sector: 

i) Mobile agricultural/livestock program: seeks
 

to train speciali'sts for the agricultural/
 

livestock sector in rNra7 
areas, and develops
 

specialists in plant science, amimal science,
 

rural administration, aopricultural hieeianiza

tion, irrigation and drainage.
 

ii) Nautical fishery project: involves training
 

in the field of fisi.ary.
 

iii) Livestock operations, whether cattle, poultry,
 

rabbits, etc.
 

2.4.2.7 Port Administration Board and Economic Develop

ment of the AtZantic Vertant (JAi'DEVA)
 

This is an important institution since it ad

ministers two of the principaZ ports Vwith greatest cargo volume in 

the country: the port of Mofn and-the German Dock in Lim6n.
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It also does important research in the agricl

tural field seeking to develop products suitable for the area.
 

It has centered its research in cacao and coconut trees, em fish
 

breeding, in duck raising, and in water buffalo breeding, the latter
 

for the purpose of replacing the cattle of the area.
 

2.4.2.8 University of Costa Rica (UCR) 

The University, through the Office of the
 

Vice"Rector for Research, and the Department of Agronomy, carries
 

out teaching and research fwnctions in 'the agricultural/livestock 

sector. In addition, other schools, such as the School of Biology 

and the school of Mpchanical Engineering, also contribute to agri

cultural/livestock research.
 

In order to develop certain activities, it has 

specialized research units, such as: 

-The Center for Agronomic Research 

-The Center for Research in Food Technology 

-The Center for Research in Grains aild seed 

-The Center for Research in Celular and Molecular Biology 

-The "Fabio Baudrit" experimental station (devoted to 

cultivation and irrigation) 

-The "El Alto" Experimental Station (specializing in dairy 

cattle) 

2.4.2.9 National Umiversity (UNA) 

tt this learning center, they train veterina

rians, forestal engineers, and marine biologists. In general, 

its greatest activity has beem. in professional training and not 

in research. 
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2.4.2.10 Center for the Promotion of Exports and'In

vestment (CENPRO) 

Its main function is to promote exports, iden

tifyimg products to be exported and markets.
 

For this purpose, it must draw up programs
 

aimed at the development of exportable production, giving techni'cal
 

assistance and training 
to those i.ho :-carry them out.
 

6itlin the field of'promoting investment, it
 
must seek agricultural and industrial investment opportunities aimed
 

especially at developing new exportable items or 
substitution of
 

imports.
 

It 
must also gather s'itable information on
 
quality standards, incentives, ow, regf lations in effect in export
 

markets, so that domestic products will keep them in mind when they
 

.carry out their activities. 

2.4,.3 Joint Public Enterprises 

-Costa Rican Development Corporation 

-National Balana Association (ASBANA) 

(CODESA) 

2.4.3.1 Costa Rican Development Corpor

This corporatiom concentrates 

ati

to 

on 

a greater ex

tent on agro-industry through the vertical develobment of 
a series
 

of agricultural products.
 

The ;ubsidiaries that arc directly related
 

to agriculture include:
 

i) "Algodones de Costa Rica, S.A.",'Whic! en

gages in the planting and processing of cotton, 

in the Gmcmacastd area. 

http:2.4.2.10
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ii) "Central Azucnrera del Teui,'is'-ue, S.A." 

prodwces raw suvgar for export anid ahilzyd!,ols, 

alcohol as a fuel 

iii) "Corporaci6m pora el DesarrolloAgroi~i'strial 

Costarricemse, S.A.," 
meets the objectives of
 

the agricltwral prodctioi progran for the 

increasiig of exports of the State ilstitw

tions. This cotnm'ary'has iitintcc t' ie c'evel

opment of vorious projects for s;.ecific croos 

for export,- both fresh anc processed. It acts 

as a maret.i'ic compaiy for no riculIt;i /-ve
s tock '.roc!Hcts,

stoclror:,z cts c rryi;ir o'(tt it,:',7ortc iit e>t,,:orts 

of melons, i::imea,1vles, c;icyotes, etc. 

I" Oddi tiol, it acts as promoter riir cotrlyzer 

of agro-cildstrial projects, preparii-g pre

feasibility stmcies, qmd feasi}bility st.'ies, 

attract foreign or nationial investors arc7 ot 

times it remains as a stoclzholrler. 

iv)"Acwaculti4ra", is eygaged in the 1,roa'mctiom aic 

marketing of fresh "w'aterprawm. 

Indirectly, other CODESA subsid-iaries also rei!ner 
services to agriculture, such as trwisportation companiies (Costa 
R<ica Railiways aoid Ter.ioisie Ferryboat) ane te fertilizer proc(uction 
com pjamy (F,,:T!C 

Im Pemeral, the initial objective of CODLES/ was 
to develop this series of projects, which Io-uld be sold later to 
private enterprise so as to be able to: developi.,other projects, but 

this has umot materialized to date. 
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2.4.4 i'rivato Jzitorrios 

-Asocinci6m do hiclistrioles de la.Madera 

-Asociaci6n de ;idm-strias de In Carpe 

-Asociaci6m Costarricemse de la lmdhstrio Alimepiticia 

-Private banIks 

-C.mara Nacioial de ,lgri.c ltores
 

-c6mara Naciomal de Baima.ieros.
 

-Asociaci6 [ama;iera del Atl~xtico
 

-Coiisi6n Comswltora de l iudustria Aliwemticiam 

-CompacL Bna .mrade Costa Rica
 

-Compo a Stauidard Fruit
 

-Exproagro
 

-Federaci6p1 cle Cooerativas'Agrfcolas de Costa 2i.cn 

(FD-cooP) 

-Fertilizer manufacturers 

-Federations, 

-Costa Ricai Chamber of Cattleren 

-Sugar Cane Growers:' Chamber 

-Stpile Cereal Growers' C!iaiber 

-Agriculture Prociuctioi Farmers' Cooperatives 

-Coffee Growers' Cooperatives 

-,Agricultwral amd Mltiple service Cooierntives 

-Arjricmii twrl Mtarlzetimg Cooiocratives 

in geieral, the objectives of the chambers or associatioms. 

formed by farmers is to aciieve, cooperati omamo-9 members, give 

techmical assistcmce to them, aid p'r.omote redwctio in productio 

costs by scale purchase of impwts. 



2.4.5 EvaIizatioi of tI"e iImtitMtio01-aI frraltieworh 

O-e of the "lost *itq,ovtalit facts to be noted im this
 

fied is the comsiderable c plicatiori of fw~ctioJIs and 
 fwnda'ental 
objectives im the State iustitutionis, which results in seriotis
 

wastinig of resources.
 

At the same time, ani essemcial activity'lile tec'iuicnl 
assistamce, am objective which is ,imclded iii most of the imsti'

twti.ons, has mot been adequately givei by the 
pkblic institutiomis
 

iu general. The farmers mwbt resort the
to assistalce giveul by
 
co'm9paoies selliHg inputs amd, 
 at other times, less frequeit, to
 

the correspodclimC c.hambers, 
 which. wifortuinately do mot havc e;.own:
 

personmel to take care all of
of the members.
 

As to agric.'ltkral/livestoch research,. the imstit,..tio"cl
 

situvct-,, is characterized by a mlti.iiCde of 
imstitL,tioms irvolve
 

im this field, with a lack of effective leadership to deter m:ie 

the central tools of 
national policy for research in 
the sector.
 

Lastly, in regard to private orgodhizatioms, it is im

portont to mention that the chambers of growers are, in fact, 
pressure gromps which act 
as such i their search for better prices, 
fiscal benefits, etc. However, they seldom timeet the objectives of
 
technical assistance and cooperation mechanismns for reducing pro

dwction costs.
 



3. ITiE INDUSTRIAL SECTOR: EVOLITION AND PR.QPECTS 

3.1. BRIEF DESCRIPTION OF THE INDUSTRIAL SECTOR 

3.1.1. 7B-ICOUNTRY'S INDUSTRIALIZATION: A GENERAL REVIEW 

The link with the external market is undoubtedly one of the factors 
which has mostly influenced, not only the behavior of the Costa Rican
 
economy but also important political decisions w¢hich have shaped te
 
country's productive structure. 
Once the colonial period was overcome,
 
it was the decided opening of international trade that permitted improve
ment of the Costa Rican standards of living. ' 
The State firmly supported
 
the orientation by firstly encouraging the cultivation of coffee and sub
sequently the cultivation of bananas, 
 thLs forming an agroexporting 
productive structure based on these two primary products.
 

One of the higi, costs involved in the adoption of this development* 
style was the submission of our economy to violent ups and downs caused
 
by the price variations of the mentioned products on the international
 
market. 
Graph 3.1 clearly shows the presence of this effect during the
 
1950 decade.
 

This situation, together with the feeling thalt the agroexporting plan

had lost strength, coupleduith the vigor acquired by the Latin American
 
Economic Council's (CEPAL) diagnosis and propossals that were sustained at
 
the end of the first half of the twventieth century, created the conditions
 
for the country to continue the course of industrialization, which is indis
solubly associated with the integration of the Central American area.
 

The Industrial Protection Law of 1959 and participation in the Central
 
American Conmon Market since 1962, are the guidelines that marked the begin
ning of a new development style, mainly encouraged by the industrial sector. 

The productive structure was gradually readjusted as this economic sector 
gained importance, the development of which was encouraged and protected by
the many instruments provided basically under the Industrial Protection Law 
and under the Central American Agreement ion Fiscal Incentives. 

3-1 



GRAPH 3.1 

VARIATION RATES OF THE GROSS NATIONAL PRODUCT1 /
 

WITH RESPECT TO THE PREVIOUS YEAR
 

16 ( 1950 - 1980)
 

14
 

12"
 

10,
 

8
 

Mcc 
6

4 
U 2q 

.. 1951 
 161 
 1971 i19180 
 YEARS
 
-24
 

l/ At purchaser's prices
 

Source: National Planning Office: Social and Economic Evolution of Costa Ricap
 

1950 - 1980
 



3-3
 

Since 1965rnd up to 1973, the industrial activity grew at a 9.4% 
average annual rate, thus establishing an ex-nansion rate that was higher than 
Latin America's during that same period (8.0%). At the same time, not only 
did the GDP surpass the growth rate of the previous 10 years, but it also
 
kept a considerably stable behavior (,See GraTh 
 3.1). 

Notwithstanding these favorable results, a sensible denendency on the
 
external sector was established due to the fact that industrialization wag

oriented towards substitution of final goods and not extended to substitution 
of capital and intermediate goods.
 

Thus, changes in government policy or external factors (increase in oil 
prices) affecting imports may not only influence the availability of import
ed final goods but may 
 also directly affect the country's productive canacity. 

If we furthermore consider that toq-ther with industrialization exnorts
 
of non-traditional productsias kept up and expanded, we will find a nicture
 
of the country's economic relations with the external sector Dermitting to
 
a great extent the understanding of the behaviour of the Costa Rican economy 
subsequent to 1973.
 

As a matter of fact, the 1974-1981 period wal characterized by a turmoil 
in the world's economy, especially due to the increase in oil Drices. Further
more, the Central American area, the second market for placement of the
 
industrial product, found itself affected by political disturbances that
 
provoked a larger contraction of the demand for industrial nroducts. 
 Conse
quently, the Costa Rican economy and pa'ticularly the industrial sector,
 
which were oriented by the afnresaid guidelines, firstly reduced their strength
 
and were subsequently hit by a severe crisis.
 

3.1.2 INDUSTRIAT, SECTOR'S ECONOMTC IMPORTANCE,. 

A quick review of certain indicators will be enough to understand the 
gravitation of the industrial activity within the Costa.lican .economy (See
 
table 3.1).
 

/\
 



TABLE 3.1
 

INDICATORS OF THE INDIISTRIAL SECTOR'S ECONOMIC IMPIORTANCE 1/ 

1970 1976 1.981 
VALUE-ADDED 1.192.2 4.072.1 13.064.9 

(18.3) (19.7) (21.6) 

WORKING POPULATION INI 
INDUSTRIAL SECTOR 69.815 90.294 112.066 

(12.9) (14.6) (15.4) 

WAGE-EARNINGS POPULATION 59.642 73.989 88.050 
(14.5) (16.4) (16.1) 

WAGES n.a.. 1.042 2.349 

(1.082) (2.329) 

GROSS FORMATION OF 
CAPITAL 250.4 794.0 1371.3*** 

(18.7) (16.2) (15.7) 

IMPORTS* 133.0 358.7 821.2 
(42.0) (46.5) (67.8) 

EXPORTS* 53.5 185.2 380.3 
(23.1) (31.3) (36.7) 

na,y not available 

1/ 	Figures between parentheses show the percentage with respect to the total of

the national economy, except in the case of wages where they show the total
 
average.
 

* Crude oil imports included 

** Beef, coffee and sugar excluded
 

*** 1979 figures. 

SOURCE: MINISTRY OF LABOR: NATIONAL SURVEY ON HOUSEHOLDS. EMPLOYMENT 
AND UNDIPLOYMENT. 

CENTRAL BANK OF COSTA RICA: .'BALANCE OF PAYMENTS and 
Figures of National Accounts.
 



During the past five years, the value it has added to the GDP in
 
current terms 
has oscillated around 19., surnassinq 21% in 1981. This smite 

year :t employed an average of 112 thousand persons- meaning a 15% of to
tal cnployiient. 
 Ific take into account only the wage-earning nopulation,
 
the percentage of employee absorption is slightly higher. As far as wages 
are concerned, during the past six years these have been kept below the
 
monthly average paid by the economy, surpassing only the.agricultural/live
stock sector.2/ In this respect, we must bear in mind the differences in the
 
.sectors' work shifts.
 

The industrial sector generates yearly an average of 17% of the economy's
 
overall gross investment, made up basically of investments in machinery and
 
equipment. 
In the 1976-1980 five-year period, industrial exports made un
 
an average of 47% of the total imports, especially due to imports of raw
 
material. 
 In turn, exports of industrial goods during that same period meant
 

around 30% of total exports- / . If the respective values are obse-red one
 
will be able to distinguish as a characteristic trait the secular insuf
ficiency of the industrial sector to supply itself with the foreign exchange
 
required for its imports, which insufficiency has been met by means of ex
ternal income generated by exports of traditional goods.
 

3.1.3 INTERNAL STRUCTURE OF TM INDUSTRIAL JECTOR 

The strong growth shown by the industrial sector during the 1962/1970
 
period came together with imortantdhanges in its internal structure. 
Basic
ally, the food, beverage and tobacco industries reduced their shares whereas
 
the chemical, rubber, plastic and milling industries gained relative import
ance (Tables 3.2 and 3.3 and Graph 3.2). 
 The case of the food industry is
 
understandable if it is taken into account that when the industrialization
 
process started, it
was the one that had reached a higher degree of develop
ment, so that its subsequent evolution would not be so active as that of
 
the industries in the first stage of development.
 

1/ Figure for July 1981, considered as an average value. 
2/ By the end-of 1981, industry's average nominal wages increased consider

ably, a fact which changed such ratios as of that date. .'.3/ Tn 1981 its weight in the country',s,external accounts increased strongly
due to reasons to be inalyzedh:creinaft'r. 

#1 
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TABLE 3.2
 

STRUCTURE OF THE INDUSTRIAL VALUE-ADDED* 

(by divisions and groupings according to the S.I.I.C.Code) 

1960 - 1980 
(In percentages)
 

S.I.I.C. Code (Standard International Industrial Classification)
 

1960 1970 1975 1980
 

INDUSTRY TOTAL 100% 100% 100% 100%
 

31 Food, beverages, tobacco 60.5 100.0 47.6 100% 44.7 100% 44.5 100%
 
311/312 Food products 39.3 65.6 31.9 66.9 79.4 65.7 29.7 667
 
313 Beverages 14.5 
24.0 10.6 22.8 11.4 25.5 11.8 26.6
 
314 Tobacco cloth 6.7 11.0 5.1 0.8 3.9 8.8 3.0 6.7
 
32 Textiles,/manufacture,& leather 14.4 100% 12.8,.100% 11.8 100% 9.9 100%
 
321 Textiles 4.7 32.8 -5.3 42.8 
 6.0 50.4 4.1 41.2
 
322 Wearing apparel 4.6 31.8 4.8 39.0 3.8 32.5 3.8 38.1
 
323 Leather 1.5 10.2 .6 4.9 
 0.8 7.2 0.8 8.3
 
324 Footwear 3.6 35.2 1.6 13.3 1.2 9.9 1.2 12.4
 

33 Lumber and furniture 9.9 100% 6.8 100% 9.5 100% 6.9 100%
 
331 Lumber 6.3 64.0 4.2 61.4 6.7 70.5 3.7 54.1
 
332 Furniture 3;6 36.0 2.6 38.6 2.8 29.5 .3.2 45.9
 

34 Printing and editing paper 2.8 100% 4.8 100% 3.9 100% 7.1 
100%
 
341 Paper and derivatives 0.6 20.2- 2.3 47.8 2.0 51.1 2.4 34.2
 
342 Printing houses 2.2 
 79.8 2.5 52.2 1.9 48.9 4.7 65.8
 

35 Chemical, rubber and plastic prod. 5.7 100% 12.9 100% 17.1 100% 16.4 100%
 
351 Chemical substances 0.6 11.1 1.2 9.7 3.0 21.5 1.9 11.8
 
352 Other chemical products 3.4 59.7 5.3 40.6 4.8 27.0 5.0 30.3
 
353 Oil refineries - - 1.4 10.6 3.8 22.2 5.0 30.3 
354 Derivatives ... .2 1.1 1.0 3.0 2.40.4 

355 Rubber 1.0 17.1 2.4 19.0 2.1 12.3 1.7 10.6
 
356 Plastic 0.7 12.1 2.4 19.0 2.4 14.0 2.4 14.6
 

36 Non-metallic minerals 3.9 100% 5.3 101% 1.7 100% 3.7 100%
 
361 Clay, earthenware 0.1 2.0 0.3 3.1 0.2 5.0 0.2 4.9
 
362 Glass 0.4 0.2 0.2 0.4
8.8 4.1 5.0 10.7
 
369 Other 3.4 89.2 4.8 92.8 3.3 90.0 3.1 84.4
 

37 Basic metal products - - 0.4 100% 0.4 100% 0.5 100% 
371 Iron and steel - - 0.4 100% 0.4 100% 0.5 100%
 
372 Non-ferrous
 

38 Machinery and equipment,metallic 2.3 100% 9.2 100% 8.5 100% 10.0 100% 
381 Metal products 0.5 23.1 3.1 33.5 2.4 27.9 2.2 21.7 
382 Machinery, except electric - - 2.2 23.7 1.2 13.7 1.0 10.1 
383 Electric machinery - - 1.7 18.4 2.0 23.9 3.1 20.6 
384 Transportation nmichinery 1.8 76.9 2.2 24.4 2.9 34.5 3.7 37.6 
385 Professional equipment - - - - - - - 

39 Other industries 0.5 100% 1.0 100% 0.4 100% 1.0 100%
 
390 Other 0.5 100% 1.0 100% 0.4 100% 1.0 100%
 

* Beef, coffee and sugar included. 

The first column's figures of each year represent the percentages with respect to the total
 
of industry and those of the second column, the percentages with respect to the total of
 
the respective division.
 

SOURCE: Central Bank of Costa Rica. Industrial Production figures.
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TAB LE 3.3 

VALUE-ADDED STRUCTURE OF IIDI!STRIAL PRODUCTI ON 

(By divisions*) 

1960 - 1980
 

(In percentages)
 

.1960 1970 1975 1980 

TOTAL 100.0 J0O.0 100.0 
 100.0
 
31 Food, berages, tobacco 
 50.1 37.7 
 37.0 36.6
 

32 Textiles, Cloth manufacture and leather 
 18.2 14.7 
 13.3 11.3
 

33 Lumber and furniture 
 12.5 8.0 10.8 7.9
 

34 Printing and editing paper 
 3.2 5.7 
 4.5 8.1
 

35 Chemical, rubber and plastic prod. 
 7.1 15.4 19.3 18.7
 

36 Non-metallic minerals 
 4.9 6.2 
 4.2 4.2
 

37 Basic metallic prod. - 0.4 0.6 0.5 

38 Milling 3.0 10.9 
 9.7 11.4
 

39 Other industries 
 .7 1.0 0.6 1.3
 

* Beef, coffee and sugar included.
 

Source: Central Bank of Costa Rica. 
Industrial Production figures.
 



GRAPH 3.2 

STRUCTURE OF THE INDUSTRIAL VALUE-ADDED (by Divisions)* 

(In percentages)
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Furthermore, one of the limitations to its development has been the fact

of being devoted exclusively to the reduced domestic market. 
In the

other two cases, the import substitutive policy acted vigorously, thus
 
generating an internal demand that stimulated its growth.
 

During the past decade, the changes 
-
although less violently - have
followed the same trend, also complemented by a loss of gravitation of
 
the Lumber, Textiles, Manufacture'and Leather industries. 
Notiithstand
ing the above, at present the food, beverage and tobacco industries
 
preserve a definite preponderance, since they add around 45% 
to the total
of the value generated by the industrial sector. 
The Chemical, %ubber and
Plastic; Textiles, Cloth : anufacture, Leather; and Milling industries follow in
importance, the, joint weight ofi'hich reach about 46% of the industrial
 
product.
 

The foregoing comments show that the Costa Rican industrial structure

is amply dominated by the consucr-goods Droducing industries. 
As a
matter of fact, as mentioned Dreviously, 
 the import substitution process

has not yet reached the capital and intermediate goods, so that the basic

industries do not occupy a privileged position within the Costa Rican
 
industrial structure. 
As happens in most of Vhe small Latin American
 
countries, among the exceptions to this generality, we find the production

of oil derivatives (oi~ed by theState) and the cement industry.1/
 

.1/ One of the main ways to protect the
industry has 

final consuner goods substitutivebeen tax exemption cn: the imports of raw material andcapital goods, which obviously goes against the formation ofsubstitive industrics of these Latter goods. Therefore, tostimulIte the Caipital and internediitc goods producing industry wouldimply reducing the protection that his.teen granted to the final goods
substitutive industry.
 



3.2. RCfI' EVOLITIlON ANI)IRIwSiBN STI'IATION 

3.2.1 ONDITIONS OF INDUSTRIAL PRODUIC7ON. 

.3.2.1.1 PRODUCTION EVOLUTION 1977-1981 

i) General Evolution
 

Ihe excellent coffee prices ohtained in international
 
markets during 1976-1977 brought about a strong pressure by internal demapd
 
that made possible reactivating the Costa Rican economy. The most favored
 
,goods producing sector was the manufacturing industry, the ex-iansion of
 
which reached a high 16% rate in 1977 (Table.3.4).
 

During 1978 the economy's sterilization measures, the 
drop in coffee prices and the increase of oil prices relieved the demand 
pressures, thus reducing the industrial sector's strength, especially as 
of the second semester of 1978. -

After 1979 the manufacturing industry startod an intense
 
disaccelaration phase (in 1980 there was a slight increase) which led to
 
a sensible drop of industrial production in 1981. In 1981, for the first
 
time since the country's industrialization process started, a negative
 
(-4.6) rate of change 
 of the industrial Dr-duct was registered, which
 

is an obvious sign of the magnitude of the crisis national industry is suf

fering at present.
 

The industries most affected during the Past three years
 
are: the food, beverage, tobacco; milling, non-metallic industries whilst
 
the least affected have been: the textiles, manufacture, leather; chemical,
 

rubber and plasticindustries.
 

The picture just described is based on figures which
 
exclude coffee mills, beef slaughtering plants and sugar mills. Upon taking 
into account these establislnents (Table 3.5) the industrial expansion of 
1977 (13.4) is diminished and disacceleration of 1979-1980 is intensified. 



TABLE 3-4 

VARIATION OF INDUSTRY'S PRODUCTION VOLUME 

(Variations with respect to the satne periods the previous year)
 

1977 
 1978 
 1979 

I Sal YEAR I SFM YEAR I SFM YEAR 

1980 1981 
I SEM YFAR I SR- YE R () 

TOTAL 14.4 15.9 12.2 9.6 3.9 3.7 5.1 
 5.5 -2.6 -4.6
 

31 Food, beverages, tobacco 
 11.8 -3.7 13.4 9.6 
 5.4 6.3 
 1.3  .6 -5.0 -3.6
 
cloth
 

32 Textiles,/manufacture and
leather 
 18.9 18.5 7.4 
 3.6 -2.9 -4.5 0.8 4.9 
 3.4 1.5
 

33 Lumber and furniture 
 -0.8 -0.8 -10.2 -2.6 
 4.5 2.7 16.0 11.6 
 -4.2 -4.6
 

34 Printing and editing paper 
 20.9 22.1 17.8 13.7 
 7.4 .12.4 19.1 21.8 
 7.5 -3.1
 

35 Chemica:., rubber & plastic prod. 14.9 17.7 
 17.3 15.5 
 3.1 .0.7 7.5 14.0 5.1 
 0.2 

36 Non-metallic minerals 
¢.

36.2 25.5 7.2 
 8.5 6.8 
 6.7 14.9 2.2 -19.2 -18.7
 

37/38 Milling 
 16.5 23.6 22.8 
 15.4 7.2 
 7.2 0.8. 0.8 -12.5 -19.5
 

39 Other industries 
 -0.3 -0.3 -2.1 
 -9.2 -26.8 -26.9 
 4.6 14.0 7.3 -3.9 

(1) Fourth quarter estimated
 

Source: 
 Social and Economic Research Institute. 
Survey on industrial status.
 



TABLE 3.5 

EVOLUTION OF INDUSTRY INCLUDING BEEF, COFFEE AND SUGAR 

(1976-1981) 
(Variation with respect to the same period of the previous year) 

1977 1978 1979 
 1980 
 1981
I SEM YEAR I SE YEAR I SEX YEAR I SEM YEAR I SE! YEAR ( 

INDUSTRY TOTAL 
 11.2 13.4 11.3 9.6 1.9 3.1 5.1 3.7 2,8 -0.6 

3.1 Food, beverages
and tobacco 
 6.5 9.2 10.8 11.5 -0.2 4.1 1.5 
 -3." 7.5 3.8
 

3.11/12 Food products 0.5 3.5 7.6 
 949 -4.1 2.5 
 6.3 0.0 15.6 7.0
 

(1) Fourth quarter estimated
 

Source: Economics Research Institute. Survey on Industrial Status.
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Furthermore, the strong growth of mffee and beef production makes the 
industrial product drop of *1981 more light (-0.6)i 
 however, it must be
 
taken into account ffiat 
said increase in coffee production took place when
 
the international 
prices had dropped considerably; so that the attenuation 
of the drop is not indicative of a more favorable situation for the country. 

Anong the causes which have led to the disacceleration
 
of the industrial activity wve 
can distinguish the difficulties for the
 
interchange with Central Amierica, the continuous increase in oil prices, 
the drop in coffee prices and the ucertainty,an discouragement created by
 
the economic policy of the past three years, especially in exchange and
 
credit matters.
 

ii) Evolution by industrial divisiohs
 

Food, beveraes and tobacco
 

The growth rateof production generated by this division
 
has been dropping since 1978 (Table 3.6), until assuning negative figures
 
(-0.6 aid -3.6, respectively) in the past t-wo years. 
 In spite of the fore
going, the grouping of food products showed in 1979 and 1980 a favorable 
behavior, which behavior was furthered in'1979 by signiificant increments in 
the manufacturing of cocoa, chocolate and candies and in the canning and 
preserving offruits and vege-tables. In 1980 the expansion was due to a strong
growth in the manufacturing of vegetable oils and fats and dairy products. 
The growth in the manufacture of edible vegetable oils and fats was origiii ted 
by a reduction of consuiier prices in the international market 'and by the 
substitution of oil imports from NicaraIgua, whose production had dropped 
during the mentioned year. ']lie food industry's bonanza ended in 1981 since 
in this year its production decreased by 40. 



*,'ABLE 3.6 

VARIATION 9F INDUSTRY'S PRODUCTION VOLUME (1) 

(Variations with respect to the same periods the previous year) 

1977 
 1978 
 1979 
 1980 
 1981
I SD! YEAR I SD YEAR I SEIM YEAR I SE2 YEAR I S2L4 YEAR
 

INDUSTRY 	 TOTAL (2) 14.4 15.9 12.2 
 9.6 3.9 3.7 5.1 5.5 	 -2.6 -4.6
 
31 Food beveraees, tobacco (2) 
 11.8 13.7 
 13.4 9.6 
 5.4 6.3 
 1.3 -0.6 -5.0 -3.6
311/12 Food products (2) 3.1 6.9 9.3 4.4 3 7 6.6 6.3 9 6 -3.3 -4.9
 
313 Beverapes
314 	 21.8 21.1 18.3 16.1
Tobacco cloth 	 9.1 7.8 -,2.1 -9.6 -8.1 -1.9
20.5 22.7 
 14.5 8.7 
 -2.1 	 0.0 
 -5.6 -7.2
32 Toxti os,-. ,nufacture, leather 18.9 18.5 	

-2.7 -4.1
7.4 3.6 -2.9 -4.7 0.8 4.9
321 Texciles 	 3.4 1.5
19.4 18.8 -1.8 -7.0 
 -12.7 -15.4
322 Y-znqfacture 	 -6.6 1.4 4.3 4.8
25.1 21.2 
 19.0 18.9 18.6 15.8 
 3.5 3.2 -3.9 -6.1
 

323/24 Leather
33 	 10.5 14.4 23.5 17.9
Lunber and furniture 	 -5.2 -3.8 .13.8 15.0 14,2
-0.8 -0.8 -10.2 -2.6 	 8.5
 
34 PrirtiTr. and editine Parer 	 4.5 2.7 16.0 11.6 -4.2 -4.620.9 22.1

35 	 17.8 13.'7 7.4 12.4 19.1 21.8"..- Chc. l, rubber & Plastic prod. 14.9 17.7 	 7.5 -3.117.3' 15.5 
 3.1 :0.7 7.5 14.0
351 	 5.1 0.2
Oiemical 	substances 
 27.9 34.1 16.5 
 28.7 -12.6 .-25.3 -13.4 -0.5 10.7
.352 	 13.2
Other chemical substances 
 4.8 
 2.1 12.4 8.6 9.9 
 17.2 20.0
353 Oil refining 	 23.2 -8.0 -17.4
2.8 11.2 22.2 
 14.9 -0.5

355 	 -2.4 7.6 23.6 24.4 19.1
Rubber 
 18.3 i.l1 3.6 5.8 
 -2.7 -0.1 
 6.2 5.0
356 Plastic 	 -3.9 -10.7
31.9 38.7 31.2 
 17.5 2.8 
 12.6 13.4 
 6.7 2.7
36 Ncn-metallic minerals 	 -2.3


36.2 25.5 7.2 8.5 
 6.8 6.7 
 14.9 	 2.2
37/38 i1]1inz 	 -19.4 -18.716.5 23.6 22.8 15.4 7.2 
 7.2 0.8
331 t,al products 	
11.6 

0.8 -12.5 -19.519.8 23.3 
 4.0 -5.8 -5.4 8.7
383 Machinery 	 4.9 8.7 -8.02.4 29.7 20.1 12.7 
 17.0 14.8 -3.9 -2.0 -19.7 -19.3
384 Transportation material 
 10.0 12.8 22.8 
 19.0 3.4 
 4.3
39 	 0.7 0.5 -30.6 -35.1
Other industries 
 -0.3 -0.3 -2.1 -9.2 
 -26.8 -26.9 
 4.6 14.0 7.3 -3.9
 
(1) Fourth quarter 1981, estimated; corrected figures (2) 
Beef, coffee and sugar excluded.
 
Source: 	 Economics Research Institute
 

Survey on Industrial Status.
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At the same time, the groupings of tobacco and heveraes
reduced their activity levels since 1978 and exoerienced an acute contraction 
in 1980. 
 he following year, in spite of the fact that production of both
 
groupings continued decreasing, manufacture of beverages had a slight
 
recovery which originated 
 in the growth of nroduction of alcoholic beverages 
stimulated by the furthering of the substitutive process of imports of this
 
product.
 

Textiles, cloth manufacture and leather 

After showing a high variation rate in 1977 (18.5%), this

division suddendly reduced its strength. 
Of the following four years (1978
1981), 
1979 stands but in thnt its production suffered a severe 
drop (-4.7)

and 1981, in that its production increased (1,5%), just the opnnsite of what
 
had occurred in the remaining industrial activities.
 

When analyzing tne division's components it 
can be noted
 
that the manufacture of textiles faced a difficult situation in 1978 and
 
1979. 
However, the precarious situation of the Salvadorian industry as well 
as the increase in price of the rawmaterial imported by the national manufact
uring "industry, were factors that favored the recovery of textile production 
as of 1980.
 

Manufacture of wearing apparel kept un a very strong
behavior up to 1979, growing at rates exceeding 15%. Notwithstandinr, in 
the past two years it entered into a stage of open contraction, placing it
 
at present in the positionof the most affected in this i.ndustrial division.
 

In turn, manufacture of footwear and leather products,
which had suffered a considerable drop in 1979, recovered noticeably in the 
following two years due to thc presence newof lines of footwear. 
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Lurber, wood products and furniture 

This activity was 
the one which least resnonded to the
 
1977 boom, since during that year its product decreased instead of increas
ing. On the other hand, after facing a very difficult situation in 1978, it
 
started a recovery phase which lasted till 1980.
 

During the past year (1981) the product.generated by this
 
division was suddenly reduced, due to~the crisis of the building or constfuc
tion industry, worsened since the second.-semester of 1980, thus leading to
 
a considerable reduction in the sawmill activit-ies.
 

Paper products, printing and editinghouses
 

Throughout 1977-1980 
 this division showed the most active
 
behavior of the industrial sector. 
This conduct was sustained by the group
ing of printing and editing houses and related industries, which showed an
 
outstanding strength. 
The strong growth reached in 1980 was caused by an
 
extraordinary demand for books which would bu used in the alphabetizing
 
campaign in Nicaragua. Notwithstanding, in this same year it was disfavor
ably affected by a sensible drop in the production of cardboard boxes, as a
 
result of adisaster that occurred in 
one of the most important factories.
 

In 1981 printing and editing houses reduced their nroduction
 
py 14%, contrary to the forecasts made by entrepreneurs devoted to that
 
activity, who expected that the election campaign would bring about a 
great
 
demand of their product. With this result and in sDite of the fact that the
 
production of cardboard boxes was recovered, the division suffered a strong
 
contraction in 1981.
 

Chemical, rubbe mnd plastic products
 

ThVe production of chemical, rubber and plastic products

caine to a standstil. in 1979, after having kept up a very active behavior
 
during the past two years. The stagnation was due to a drastic drop in the
 
manufacturing of fertilizers'and pusticides and to reductions-in the production
 
of oil derivatives and rubber products.
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In 1980 the division's production reached an outstanding level. 
This was due to a vigorous expansion of the group manufacturing other
 
chemical products 
and to a strong increment in the production of oil
 
derivatives. The 
 largest production of oil derivatives came about at the
 
same time the imports of and demand for diesel and 
 gasoline contracted, and 
consequently a process of substitution of fuel imports took place.
 

During 1981 this process. continued ccurring and the productibn 
of fertilizers and pesticides grew considerably. However, manufacture of
 
other chemical products, as well as of rubber'hnd plastic Droducts suffered
 
sensible drons, all of uhich resulted in stagnation of the product generated
 
by the division at the end of the year.
 

Non-metallic minerals
 

In sPite of the fact that this division's Droduction kent on
 
growing during the 1977-1980 Deriod,)ear by year its exoansion rate was
 
constantly slowing down. 
As of the second semester of 1980, tne delicate
 
situation of the construction industry started to seriously affect its
 
activity levels, leading it 
to a violent contraction in 1981. 
 As a matter
 
of fact, this division experienced at the end of last year one of the most
 
worrying drops (-19%) of the industrial sector, the most affected activity
 
being the manufacturing of concrete blocks and concrete products.
 

Milling
 

After having been one of the most favored divisions by the
 
expansion of demand in1977, its levelsof activity started to drop and led to 
a production standstill in 1980 and to the most severe droD (-19%) exnerienced
 
by this industry in 198. (By divisions).-


The grouping of metallic products which had'achieved recovery

in 1980 after an adverse year, internally reduced its production in 1981.
 
This was caused especially by the strong decrease in the Tanufacturing of 
furniture and electric aDnliances. 



The construction of machinery and electric appliances suddenlyretracted as of 1980, due to noticeable drops in the assembly of radiotelevision equipment and
and apparatuses and of domestic appliances and acces

sories.
 

In turn, the grouping corresponding to transportation materialwhich had an exceptional behavior in 1978, fell into a recessive stage since1979, basically caused by reductions in the assembly of automative vehicles.
Initially it 
was a result of restrictive measures that were adopted to
contract the demand for vehicles and of government action tending to close
the assembly plants, as part of a policy to reduce the protection granted
to industry. 
At present and since last year this activity has practically come
to a standstill, thus contributing in making the transportation groun the
most contracted activity in 1981, 
as compared to the rest of the industries.
 

Other manufacturing industries
 

This division is made up of very dissimilar activities and has
a Small weight within the industrial valu6-added structure. As far as itsevolution is concerned it 
must be mentioned that during the 1977-1979 period
it faced a truly adverse situation, which is evidenced by repeated and increasingly negative 
 rates of change in its production volumie throughout these years. In 1980 it 
 achieved a satisfactory recovery; 
however, the
difficult economic situation of 1981 also adversely affected this activity,

bringing about the contraction of its production.
 

3.2.1.2 UTILIZATION OF INSTALLED CAPACITY
 

A study that was recently published by the Economics ResearchInstitute gives a detailed analysis on the-use of installed capacity by the
industrial sector in the first semester of 1981 1/.aspects of this analysis is that it uses 

One of the interesting
a concept of utilization of installedcapacity, leaving in the hands of the entrepreneur the decision on the lnlberof shifts to be worked in his factory in optimnm circtmlstinces. This concent 

I/ Rodriguez, Ennio and IUlateA. Utilization of installed capacity andlicense contracts: 
 restrictions or possibilities for industrial
reactivation. 
 Economics Research Institute, 1982.,
 



contrasts with the one traditionally applied, the basic assunnption 
of'which
 
is that all companies  in order to make optimum use of their capacity- should
 
work three shifts at 100%, which supposition, as is known, is frequently not
 
adjusted to reality and tends to overevaluate subutilization.
 

According to this last .concept (work in three shifts), during

the first semester of 1981 the industrial sector as an average used 40% of
Cloth
its capacity (Table 3.7). 
 The divisions of Textiles,/manufacture and leather
 
and of Milling stand out below this level, even though just the average of
 
this latter division turned out to be significantly different from the
 
industrial average. 
 By type of product, the factories of durable consumer
 
goods used 26% of their capacity, as to49% of the factories of intermediate
 
gcods and the factories of non-durable consumer goods used 37% of their
 
capacity. Upon applying the entrepreneurial judgment, the average utilization
 
of the industrial capacity is raised to 6'6%. 
 The quite obvious difference
 
between the two definitions is the result of the fact that due to technical
 
or profitability reasons or simply due to the respective judgment. the number
 
of optimum shifts according to the entrepreneur's appreciation (1.9) does
 
not cover the 24 hours of the day.
 

As far as the profitability reasons aye concerned, one must
 
take into account that work after 7 pm. and up to six o'clock am. must be
 
paid as a special shift, with a 
fifty percent surcharge. This factor could be a
 
rather 
 serious restriction to the relatively labor-intensive companies, with
 
respect to the rest of the industry; 
for example, the textile Lnd manufactur
ing industry.
 

The analysis by industrial activity shows that the divisions of
 
Textiles, AnanufactureadCloth 

leather (58.3); Non-metallic minerals (46.5) and
 
Other manufacturing industries were located below the average of the entre
preneurial definition, although statistically only the two first values are
 
significantly different from the average.
 

An interesting aspect worthwhile mentioriing, is that the extent
 
of association that was found by.the 
vestigators between utilization of
 

<KY
 



TABLE 3.7 

UTILIZATION OF INSTALLED CAPACITY BY INDUSTRIAL DIVISIONS IN 1981 

(In percentages) 

DIVISION 
THEORETICAL DEFINIZTON /ETREPRNEURIAL
FIRST SECOND 3/ XNNUAL 
SaIESTER SEMESTER AVERAGE 

FIRST 

SEMESTER 

DEFjNITION 2 7 
SECOND 3/ ANNUAL 
SEMESTER AVERAGE 

SaPLE TOTAL 40.2 39.1 39.6 66.2 64.4 65.3 
31 

32 

Food, beverages, tobacco 
clothTextiles,/manufacture,leather 

45.3 

35.5 

44.7 

36.6 

45.0 

36.0 

69.9 

58.3 

69.0 

60.1 

69.4 

59.2 
33 Lumber, wood products and

furniture 36.6 31.4 34.0 66.2 56.8 61.5 
34 Printing and editing paper

products 44.9 48.0 46.4 66.2 70.8 68.5 
35 Chemical, rubber & plastic

products 45.6 43.0 44.3 74.5 70.2 72.3 
36 Non-metallic minerals 37.3 44.7 41.0 46.5 55.7 51.1 
37/38 Milling 31.1 26.0 28.5 64.3 53.7 59.0 
39. Other manufacturing industries 37.5 20.8 29.1 58.7 32.6 45.6 

I/ Utilization of installed capacity supposing that the optimum use implies 
three shift working 100%
2/ Utilization of installed capacity supposing that the optimum use implies a number of shifts subject to the
 
entrepreneur's judgment, working 100%
 

3/ Preliminary
 

SOURCE: Ecoho-.ics Research Institute. Utilization of installed capacity and license contracts.
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installcd calpcity, production value and ntvnher of ,mnloyecs, even thou,0i

positive is almost null, If 
 we take those last two variablcs as size in
dicators, the foregoing ,vouldimply that the relation between the company's
 
dimension and the utilization of installed capacity is very weak.
 

Infonration was also gathered on this tonic _ at the end of
 
1981 in the industrial status survey that was carried 
out. The preliminary
figures show that during the year's second semester the overall average of
 
capacity utilization taking into account .the three shifts, was not altered
 
significantly, staying at 39%, but the utilization by divisions did suffer
 
important changes. 
The division of Other industries amnly reduced the use of

its capacity and the Milling industry did so to a lesser extent. The Lumber,
wood products and non-metallic minerals divisions showed inverse trends. 

Under the assumotion that during the second semester the entrepreneurs' opinion on the ideal number of'shifts had not changed, the average
of capacity utilization according to theemtreoreneurial definition was 64%.
 
Among divisions the trends are the same ones pointed out in the case of the
 
foregoing definition.
 

Finally, the average annual industrial canacity utilization
 
according to each definition were 39.6%0ad 65.3% ip the same order mentioned.
 
Acccrding tothe theoretical definition, the divisions having the highest

sub-utilization of capacityiere the Milling and Other manufacturing industries. 
This latter division is also placed in that position according to the entre
preneurial definition, as well as the non-metallic minerals division.2
 

It is worthwhile making afanal commient. 
 In conformance with the
 
study conducted by Rodriguezrnd Ulate, the number of shifts worked during the
 
first semester was as an average 1.6%, which figure comes very near to the 
one considered to be optimum by the entrepreneurs (1.9). This implies that 
a reactivation of the industrial sector shall be based not on a lonQer work
 
period of industrial plants, but rather on a more intensive use of same while 

1/ The infonmation supplied by the study of Rodri-uez and Mllate. also comesfrom the sanmnle of the Industrial, Status Survey.2/ Upon using this definition the suh-utilization evidence in the Milling 
group di s;itpears. 
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in operation, which could establish more restrictive limits to the
 
absorption of employment by the industry than in the opnosite case.
 

3.2.1.3 IMPORTED COMPONENT OF PRODUCTTON COST 

Approximately 44% of the industrial production cost had an 
imported origin in 1981 (Table 3.8), as pointed out in a recent work by 
the Economics Research Institute, based on information of the Industrial
 

Status Survey Y_. This percentage,:which excludes the beef slaughtering

houses, coffee could beand sugar mills, higher since the manner in which 
the information was gathered did not take.into account machinery
 
depreciation, the origin of which 
 is alsoiTlstly importe.i. 

Among the divisions the following stand out: F(. 1, Beverages 
and Tobacco, and Non-metallic minerals which have the lowest imported
 
components (28% and 23.0%, respectively); whilst the highest imnorted
 
components correspond to Chemical, rubber and plastic oroducts (70%),
 
Milling (68%) and Paper, printing and editing (68%).
 

The inclusion of the aforesaid agroindustrial establishments
 
reduces industry's average imported component to 39% and that of the
 
division of Food, Beverages and Tobacco to 22%.
 

The figures of Table 3.9 also show the previous situation for
 
a more extended period. In accordance to these figures the imported com
ponent of industrial production, including the traditional agroindustry,
 
passed from 22% 
in 1976 to 42% in 1981 /. It is worthwhile poointing out
 
that this componeit's gravitation has basically increased in the past tvo
 
years, as a result of the world inflation and mainly, of the exchange rate
 
increase.
 

I/ New Indicators of Costa Rican Industrial Activity in 1981. 
Economics
 
Research Institute, 1982.
 

2/ Again, imported machinery depreciation has been excluded, thus imply
ing that these percentagesare tobe slightly higher. 
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TABLE 3.8 

IMPORTED COMPONENT OF TIE INDUSTRIAL SECTOR'S 

PRODIUCTION r'ST TN I981 'BY DIVISION 

(In percentages)
 

DIVISION 
 IMPORTED COMPONENT
 

TOTAL 43.9" 38.8** 

31 Food, beverages and tobacco/cloth1 27.6* 21.9*: 
32 Textiles,/manufacture & leather 46.4 

33 Lumber, wood products & furniture 31.4 
34 Printing and editing paper products 67.6 
35 Chemical, rubber & plastic products 70.3 

36 Non-metallic minerals 23.2 
37/38 Milling 

67.8 
39 Other manufacturing industries 61.3 

* Beef, coffee and sugar excluded
 

** Beef, coffee and sugar included
 

SOURCE: 
 Economics Research Institue: New indicators of the Costa Rican industrial
 

activity during 1981.
 



An important aspect to be underlined in thnt even thouph the ntntnurtnl 
increase of imported inputs that took place in 1981 did not bring about a 
proportionally equivalent increase of the production value, tile exploitation 
rate, mde up of the industrial sector's profits ahd transfers, vas kept 
slightly above ,87/ thus showing a process theof revenue concentration in 
hands of the holders of capital and a deterioration of the wage-earners' 
situation, which is, as a matter of fact, a typical phenomenum of inflation.2 / 

TABLE 3-9
 

IMPORTED COq'ONE.NT OF THE INDUSTRIAL SECTOR'S 

PRODUCTION COST, 1076-1981
 

(In millions of colones and percentages)
 

1976 1977 1978 1979 1980 1981 
Gross production value 12.270.7 
Exploitation surplus 1.044.3 
Production costs (3) 11.226.4 

16.032.3 

1.312.9 
14.710.4 

17.515.6 

1.396.0 
16.119.6 

1q.640.4 

1.659.8 
17.980.6 

23.568.3 

1.891.1 
21.677.2 

40.664. 7/ 
3.473.3 

37.Jo1.4 
Raw material import
% of imported cost 

2,508.9 
22.3 

3,238.8 
22.0 

3,506.6 
21.8 

4,381.2 
24.4 

7,859.6 
36.3 

15,765.4 
42.4 

(1) preliminary figures

(2) our own estimate based on figures of the Central Bank of Costa Rica
 
(3) includes crude oil 
 I
 

Source: Central Bank of Costa Rica. 
.Industrial production and balance of payments

figures.
 

1/ We are defining exploitation rate as 
the exploitation surnlus/production value ratio.
The 1976-1980 average exploitation rate was 8.2% 
and its lower level was 8%.
 

2/ To be exact, as will be seen hereinafter, the average wares of the industrial sector
 
increased 24% 
in 1981, whilst it is estimated .that the operating surplus increased
 

84%.
 

(A 
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3.2.1.4 BRIEF COH1tENTS ON TIE INDUSTRIAL SETOr'S EFFICIFlCY 

Through the Survey on Industrial StatusI / 
we were able to find out that the
 
industrial enterprises tried hard to improve the productivity of their work. This 
effort resulted in personnel reductions surpassing those that took place in production
 

during the first semester of 1981.
 

It seems 
that this process occurred mainly in the Lumber and Milling industries
 
and even though the respective figures show that it went on 
throughout the year, the
 

effort was indeed concentrated in the first semester. 
 (Table 3.10).
 

It is worthwhile mentioning that over 40% of the cases that were interviewed
 

were successful in achieving the aforesaid increases thus improving their work's
 
organization, whilst 25% did so by intensifying their work rythm. 
Furthermore, most
 

of the displaced workers formed part of the direct 
labor force.
 

Thus we can appreciate how national industry, forced by the crisis, has been
 

concerned about making its production processes more efficient.
 

TABLE 3.10
 

ENTERPRISES TPAT INCREASED THEIR PReDUCTIVITY BY 

REDUCING PFRSONNEL IN 1Q81 

(In percentages according to number of answers) 

Divisions 
 I Semester II Semester
 

3 INDUSTRY TOTAL 37.5 32.1 

31 Food, beverages and tobacco 35.7
33.4 

32 Textiles, manufacture and leather 
 39.4 36.5
 
33 Lumber and furniture 
 77.8 55.6
 
34 Paper, printing and editing houses 
 28.6 28.6
 
35 Chemical, rubber and plastic products 
 40.0 31.5
 
36 Non-metallic minerals 
 57.2 28.6
 
37/38 Milling 
 44.5 33.4
 
39 Other manufacturing industries 25.0 0.0 

SOURCE: Economics Research Institute of the University of Costa Rica (IICE) 

l/ New indicators...Op. Cit.
 

http:indicators...Op
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3.2.2 MARKE T CONITI'I'IONS IR IN1INISTHAI, PROP1SCI,. 

3. ? . 2.1 ST IJCIJRE OF DESTINATION OF INDUSTRIAL SALES 

As has been mentioned in the foregoing pages, Costa Rican
 
industry is basically aimed to supply the national market. In 1980 this 
market absorbed 79% of the physical volune of industrial production w.ilst 
the CeLotral American market and the -rest of the world absorbc 15% and 6%
 
respectively (Table 3.11)
 

The strong devaluation that took place in 1981 was not enough to
 
substantiallynudify this distribution, since production was divided among
 
aforementioned three markets by 77%, 15' and ,8%, respectively. However, this 
distribution showed a slight tendency to exiand exDorts to the rest of the 

world.
 

The divisions of Food, beverages and tobacco, and of Non-metallic
 
Minerals are almost exclusively devoted to the internal market, in which they
 
nlaced over 90' of the production for both rears. At the same time, Textiles,

Cloth
 
/manufacture and leather exported approximately 50% of their nroduction, thus
 
classifying it as the division with the ji.ost external opening. 

Taking into account the coffee, beef and sugar processing plants
 
reduces the importance of the national market and increases that of the 
rest
 
of the'world, both in the case of industry and of Ithe food, beverage and
 
tobacco division.
 

Of the pceceding comments, two aspects should be umderlined. 
First, we have seen that national aproindustrvhas been traditionally oriented
 
towards the internal market, so that even if it is 
one of the activities
 
having the greatest exporting potential, one would expect that it would have
 
little experience in handling foreign coninorcial relations. An exnort
 
encouraging program could face this restriction in a short term. 
Secondly,
 
the aid which the initiative of thernuntries of the Caribbean Basin have 

presented to the coLutrics of thearca as far as reduction of restrictions to 
the entrance of their productsriCoth is concerned, does not contcnilate the textiles 
and /manutacturing industries, which precisely in the case of Costa Rica is one 
which would anparently have the greatest capacity to resnond with the sneed 

1/ New indicators... Op. Cit. 



TABLE 3. 11 

DESTINATION OF INDUSTRIAL SALES
 

1980-1981 1/
 

(In percentages)
 

1980 	 1981
 
D I V I S IO N S 	 DM, CM & RW DM CM & P RW 

3. 	 INDUSTRY TOTAL 
 79.0 15.0 6.0 77.0 15.0 8.0
 

31 	 Food, beverages, tobacco 94.0 
 4.0 2.0 94.0 4.0 2.0 

32 Textiles,/mnnu act ure 
& leather 52.0 25.0 23.0 48.0 26.0 26.0 

33 Lumber and furniture -59.0 23.0 18.0 59.0 19..0 22.0 

34 Paper, printing and editing 
houses 79.0 18.0 3.0 79.0 13.0 3.0 

35 	 Chemical, rubber & plastic
 
pLoducts 
 71.0 25.0 4.0 66.0 27.0 7.0
 

36 Non-metallic minerals 
 99.0 1.0 0.0 93.0 3.0 4.0
 

37/38Milling 
 73.0 24.0 3.0 72.0 25.0 3.0
 

39 Other industries 
 68.0 32.0 0.0 69.0 31.0 0.0
 

T7 Beef, coffee and sugar excluded. 

DM= Domestic Market. 

CM & P = Central American Market and Panama. 

RW Rest of the World 

SOURCE: Economics Rescarcl Institute of the University of Costa Rica (VICE). 
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the country requires, in the event of such a facility. 

3.2.2.2 BEHAVIOUR OF THE DEMAND FOR INXSTRIAL PRODUCTS IN 'iW SiMND 
SEIESTER OF 1981 

During the second semester of 1981 the demand directed towards 
the industrial sector decreased by 6% regardsas the same period of theprevious year (Table 3.12). The strongest contraction occured in the in-
ternal market (-7%).
 

All divisions, except food, beverages and tobacco, experienced
 
a drop in the total volume of orders with respect to the previous year, but
 
the most affected divisions were Non-metallic Minerals and Milling, which 
is congruent with p.'oduction's behavior. 

Food, beverages and tobacco,.and Textiles, manufacture And
 
leather faced a greater internal demand as a result of a-reinforcement of
 
the nrocess of substitutive imports caused by devaluation and, nrobably, by

advance purchases of this type of goods for the 
purpose of protection against 
inflation. As a matter of fact, demand increased basically in the groupings

of food, alcoholic beverages, textiles and footwear.
 

3.2.2.3 EVOLUTION OF 'M-TB 
 PRICES OF INDUSTRIAL GOODSIN 1981 

The speed of the inflationary process the Costa Rica Economy is
submitted to can be appreciated as faras industry is concerned by observing
 
the figures under Table 3.13.
 

In 1981 the prices of industrial products grew as an average by

78%, uhich is higher than the average growth of wholesale prices (59%) and 
of consumerwices (37%). The galloping characteristics of the process are
 
reflected in a price increase (luring the second semester of 1981 with res
pect to the same of the nrevious)yar (92%), which is much higher than 
the one shown during the first semester (62%). 

1/ New indicators... Op. Cit.
 
2/It must be remarked that tese figures are 
refered to the anual 
average
growth aid not to the december-december cha6 e. 
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TABLE 3.12
 

EVOLUTION OF DEMAND DIRECTED TOWARDS THE INDUSTRIAL
 

SECTOR DURING THE SECOND SEMESTER OF 19811/
 

(Percentage variations with respect to the same period in previous year)
 

OVERALL DOMESTIC FOREIGN 

D I V I S I 0 N DEMAND DEMAND DELMAND 

T 0 T A L .,5.7 -7.1 -1.1 

31 Food, beverages, tobacco 5.2 5.1 6.3
cloth 
32 Textiles,/manufacture & leather -0.4 5.3 -5.7 

33 Lumber, wood products.and furniture. -7.5 -8.1 -6.6 

34 Paper products, printing and editing 
houses -12.9 -16.0 -0.6 

.35 Chemical, rubber and plastic products -8.4 -11.9 -1.5 

36 Non-metallic minerals -24.4 -25.7 -0.7
 
37/38 Milling -37.5 -45.5 -16.9
 

39 Other manufacturing industries -5.4
-11.9 -26.5
 

1/ Beef, coffee and sugar excluded.
 

SOURCE: Economics Research Institute of the University of Costa Rica (lICE).
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TABLE 3.13
 

SEMESTRAL EVOLUTION OF PRICES OF THE MANUFACTURED PRODUCTS
 

(Price index variations of industrial products'
 

1980 Semesters 1981 Semesters 
D I V I S I O N F I II I II 

3 INDUSTRY TOTAL* 13.6 18.0 37.1 40.2 

31 Food, beverages, tobacco 14.2 13.3 21.5 30.3 
32 clothTextiles, manufacture, leather 12.2 18.5 39.1 46.3 
33 Lumber and wood products 9.9 11.6 38.2 32.6 

34 Paper products, printing and 
editing houses 15.9 14.0 30.2 69.7 

35 Chemical, rubber and plastic 
products 18.5 26.0 50.5 43.4 

36 Non-metallic minerals 9.2 7.2 63.4 22.8 
37/38 Milling 8.4 32.3 57.8 57.0 

3 9 Other manufacturing industries 12.1' 19.2 30.1 34.5 

*/ Beef, coffee and sugar excluded.
 

1/ I Semester 1981/1 Semester 1980.
 

2/ II Semester 1981/11 Semester 1980.
 

SOURCE: 
 Economics Research Institute of the University of Costa Rica (lICE).
 

I/Il/ 


61.8 


37.6 


64.9 


54.2 


48.4 


89.7 


75.2 


108.8 


55.0 


ANNUAL 

11/112/ 
Variatior 

1981/19" 

92.2 78.2 

58.4 

103.6 

83.3 

48.7 

85.9 

69.5 

120.9 87.0 

115.8 

100.6 

141.5 

75.0 

104.3 

88.3 

127.4 

65.9 



The products which had the highest price increases in 19 81 
were those of the Milling division (127%) 
followed by the chemical, rub
ber find plastic products (i040). 
On the co-,traxy, the product3 of the
 
food, beverages and totacco division had a 
price increase lower than
 
average (49%).
 

3.2.3. EMPLOYMENT AND WAGES IN ThE 1NDUSTRIAL SECTOR 

3.2.3.1 EMPLOYMENT
 

The strong expansion of industrial production in 1977 was fol
lowed by a vigorous growth of employment 'enerated 
by the manufacturing
 
sector during that year. (Tables 3.14 and 3.15). 
 From that moment on its
 
absorption capacity has been noticeably reduced.
 

Subsequent to the'worsening of the industrial rector's crisis,
 
its absorption not only dropped but also laid off workers starting around
 
the end of 1980 until the middle of 1981, aking industry's occupation
 
clz3p to the levels reached in November'1978 -L/. That behavior, shown in
 
the figures of the Household Survey was strenghtened by the Industrial
 
Status Survey, it being determined that the most critical period was the
 
first semester of 1981. 
 According to the data of the Household Survey, at
 
the-end of 1981 industrial emnloy nent reached 9 high and unusual level,
 
ivhich is apparently contradictory on account of the drop of the industrial
 
product during the second semester of 1981. 
 Aside from possible distortions
 
of the statistical type, the explanation could lie in the greater activity
 
of the traditional agroindustry.
 

In site of the above oemments, due to the fact that the
 
country's overall'occupation has followed a trend which is not very dif
ferent from that of the industrial sector, it has been able to keen
 
generating around one seventh of the ttal available employments in the
 
country for the past six years.
 

.On the other hand, close to three fourths of the country's'total
 
employed population has the category of: wage-earners 'and of these, approx
imately one sixth is contracted b'.. the industrial sector. 

1/ Between July 1980 and July 1981 about 6,000 workers were laid oFf in
the b)(istrial sector. 

ii 



TAflLR 3. 14
COUNTRY'S AND INDUSTRIAL SECTOR'S WORKING AND WACE-F.ARNING POPULATION
 

(1976-1982)
 

1976 1977 1978 
 1979 1980 
 1981 
 1982
 
OVERAL WORKING POPULATION 

MARCH, 

- 636.753 675.553 697.556 722.398 719.662 
 746.492
JULY 


.619.4.77 658.978 696.010 
 718.809 724.708 
 726.227
NOVEMBER 
685.505 716.361 
 767.059 
 760.680 
 767.120 
 808.763


SECTOR'S WORKING POPULATION"
 
MARCH 

- 101.000 103.957 109.259 119.431 113.012 121.204JULY 

90.451 104.129 105.475 
 117.027 177.860 
 112.066
NOVEMBER 

100.208 108.778 
 110.948 
 118.563 117.193 122.652
 
TOTAL WAGE-EARNING POPULATION
 

MARCH 
 - 455.942 *492.441 517.310 529.292 535.137 
 554.958
JULY 

450.045 476.714 508.982 ,.523.361 546.116
NOVEMBER 545.574 
496.851 
 526.230 
 574.18 * 568.900 
 582.635 
 606.708
 

".-CTOR'SWAGE-EARNING POPULATION
 
MARCH 
 - 83.090 83.972 88.124 96.166 
 89.288 93.203
JULY 


73.989 &3.880 
 83.439 
 90.675 95.863 88.050
NOVEMBER 
79.485 
 86.997 87.712* 96.039 93.197 
 95.388


RELATIVE FIGURES 

PORCENTAGE OF TOTAL WAGE-EARNING
 
POPULATION WITH RESPECT TO TOTAL 
WORKING POPULAI ION 

MARCH 

- 71.6 72.9JULY 74.2 73.372.6 72.3 74.4 -

NOVEMBER 73.1 72.8 75.4 73.772.5 73.5 74.8 74.8 
 75.9 
 75.0 -

SECTOR'S PERCENTAGE OF THE WAGE-
F-kRNING. POPULATION WITH RESPECT
 
TO THE SECTR'S WORKING POPULATION
 

MARCH 
82.3 80.8 
 80.7 80.5 79.0
JULY 


81.8 80.3 


79.1 77.5 
 81.3 78.6
NOVEMBER 

79.3 80.0 
 79.1 81.0 
 79.6 77.8


.NDUSTRY'S SHARE IN WORKING
 

POPULATION
 
MARCH 
 - 15.9 15.4 15.7 
 16.5 15.7 16.2
JULY 
 14.6 15.8 
 15.2 16.3 
 16.3 15.4
NOVEMBER 

14.6 15.2 
 14.5 15.6 
 15.3 15.2 
 -

INDUSTRY'S SARE IN WAGE-EARNINC 

POPULATION 
MARCH - 18.2 17.1 17.0 18.2" 16.7 
 16.8
JULY 16.4 17.6 16.4 17.3 15.7 16.1NOVEMBER 

16.0 16.5 15.3 
 16.9 
 16.0 15.7. -

Preliminary adjusted fieures. 
SOURCE: Ministry of Labor: 
 National Survey on hnunchnlds. Enloye.nt and une,'olrvment. 

. .j 
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-TABLE 3.15 

INDUSTRIAL SECTOR'S TOTAL WAGE-EARNINC, AND 	WORKING, POPULATION 

(1977-1981)
 
(Growth rates with respect to previous period) 

1977 1978* 1979 1980 
 1981 1982
 

1. 	Total working population
 

March.. - 6.1 3.3 3.6 -0.4 3.7July 6.4 5.6 3.3 .8 0.2November 
 4.5 7.1 
 -.8 .9 5.4
 

2. 	 Sector's working population 

March 
 2.9 
 5.1 9.3 -5.4 7.2July 15.1- 1.3 11.0 0.7 -4.9November 
 8.6 2.0 6,9 -1.2 4.6
 

3. 	 Total wage-earning population
 

March 
 - 8.0 5.1 2.3 1. 3.7July 
 5.9 6.8 2.8 4.3 -. 1November 
 5.9 9.1 
 -. 0 2.4 4.1 

4. 	-Sector's wage-earning population
 

March 
 -
 1.1 4195 9.1 -7.2 4.4July 
 13.4 -0.5 
 8.78 
 5.7 -8.2

November 
 9.5 
 0.0 9.50 -3.0 2.4 

* Preliminary adjusted figures. 

Source: Ministry of Labor. National Survey on Households. Employment and Unemployment. 
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The previously mentioned trends are likewise applied to the
specific case of the industrial wage-earning population; however, the
 
critical phase between the second semester of 1980 and the first semester

of 1981 was most severe, leaving a 
balance of 7,800 laid-off workers between
 
July 1980 and July 1981
 

3.2.3.2 WAGES
 

The average monthly nominal wages per person paid by the industrial sector during the 1976-1980 period was 
lower than the country's total
 
average (Table 2.30). 
 Itwas only possible'to place it above the average of

the agricultural sector; however, it must be taken into account that the
 
daily shifts, as in construction andagriculture, are usually longer than
 
in the industrial stctor, thus tending to raise their avrerage monthly wages.

The wage increases granted by industry mainly in the second semester of 1981
 
(and at the beginning of 1982), made the picture change slightly, since from
 
that time industry'snDnthly average has surpassed the total average.
 

Industry's real wages as well as those of the rest of the

economic sectors started to drop as of 1980 (Table 2.30). 
 The 1981 drop

was highly drastic for the economy (-15.5%); however, the nominal wage

increase granted by industrial enterprises during 1
that year permitted the
real wages of the manufacturing sector to be the least affected ones 
(-8.7%)
 

It is interesting to remember that in 1981 industrial firms also
endeavored to increase productivity of the contracted workers, which could
 
be linked to the mentionedwage increases.
 

1/ To avoid confusion it is worthwhile clarifying that in view of thefact that the wage-earning population is a part of the working population,a drop in the wage-earning population greater than the one that tookplace in employment, implies, thaV the non-wage-earning employment ofthe industrial sector increased. 

N',
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3.2.4 IrNWESTMNTS IN hE INDUSTRIAL SECTOR 

Unfortunately there are no recent figures on the investments
 
made by the industrial sector and thus the situation shall be presented up
 
to 1979.
 

3.2.4.1 INVESTMFNT' S EVOLUTION 

During the 1976-1979pcriodcthe country's total gross investment
 
was made up of over 90% byprivate investment, of which a little over the sixth
 

1/1
part was made by the industrial sector / (Tables 3.16 - 3.21). 

The manufacturing sector's gross investments measured incolones
 
in real terms, drastically lost strength after the strong growth experienced
 
in 1977 as a 
result of the coffee boom. In 1977 investments innew buildings 
were the ones showing the most active behavior, as opposed to the years fol
lowing in which the amount of gross investment devoted to this purpose decreased. 
The purpose of a very high percentage of industry's annual investments is to 
replace and increase its stocks of machinery and equipment, which situation is 
reaffirmed as time lapses. 

The industrial sector's net investment in colones in real terms
 
showed negative figure exchange rates during 1978-1979 (-20% and -6%, respect
ively), thus decreasing its share within the country's overall investments.
 

At the ,ame time, an accelerated decrease in foreign investment
 
in the industrial sector was noted in the period studied, to the point that
 
its share within industry's overall investments passed from 45% in 1976 to 
15% 'in1979 (Table 3.19). Itisvery likely that such tendency has been kept
 
up in the past two years, due to the country's difficult economic situation
 
as well as to the adverse environment created by the political situation in
 
Central America. As a matter of fact, foreign investment was negative in
 
1980.
 

I/ In 1977, which was an exceptional year, it meant 23%; since then the
industrial sector's share has been declining.
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TABLF 3.16 

INDUSTRIAL SECTOR'S TOTAL GROSS INVESTIKNT 

1976-1979 

(Millions of colones in nominal terms)
 

1976 1977 1978 1979 

Total gross investment 4.892.3 6.390.4 7.083.9 8.754.7 
Private gross investment 4.360.3 5,849,6 6.666.5 8.381.9 

Industrial sector's gross
investment 794.0 1.346.9 1.260.3 1.371.3 

Machinery & equipment 697.4 858.6 1.130.9 1.527.9 
New buildings 101.9 185.1 158.6 159.2 

Variation of inventories -5.3 303.2 -29.2 -315.8 

1"10WTH RATES 

Total gross investment 30.6 10.8 23.6 
Private gross investment 34.4 14.0 25.7 

Industrial sector's gross 
investment 69.6 -6.5 8.8 

RELATIVE FIGURES 

Private gross investment1 ) 89.1 91.5 94.1 95.7 
Industrial gross investment1 ) 16.2 21.1 17.8 15.7 
Industrial gross investment2) 1.8.2 23.0 18.9 16.4 

1) Percentage as to total 

2) Percentage as to total private investment 

SOURCE: Central Bank of Costa Rica. National Accounts 
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TABLE 3.1.7 

INDUSTRIAL SECrOR'S GROSS AND NET INVESTNrNTS
 

1976-1979
 

(In millions of colones in nominal terms)
 

1977 


1.346.9 


185.1 


858.6 


303.2 


305.5 


1.041.4 


69.6 


81.6 


23.1 


95.1 


National Accounts.
 

1978 1979 

1.260.3 1.371.3 

158.6 159.2 

1.130.9 1.527.9 

-29.2 -315.8 

351.7 404.3 

908.6 967.0 

-6.5 8.8 

-14.3 0.4 

31.7 35.1 

-12.7 6.4 

Gross Investment 


New buildings 


Machinery & equipment 


Inventory variation 


Depreciation 


Net Investment 


Growth rates 

Gross Investment 


New buildings 


Machinery & equipment 


Net Investment 


SOURCE: Central Bank of Costa Rica. 


1976 


794.0 


101.9 


697.4 


-5.3 


260.4 


533.6 




INDUSTRIAL 

(In 

Gross Investment 


New buildings (1) 


Machinery and equipment (2) 


Inventory variation (3) 


Net investment 


Growth Rates 

Cross Investment 

New buildings 

Machinery and equipment 

Net Investment 

TABTL 3.18 

SECTOR'S GROSS AND NET IrnVESTMENTS 

1976-1979 

millions of in real terma) 

(base 1976 = 100) 

1976 1977 1q78 1979 

794.0 1236.8 1061.2 1060.9 

101.9. 173.6 136.1 111.3 

697.4 781.2 950.3 1184.4 

-5.3 202.0 -25.2 -234.8 

533.6 956.3 769.3 720.6 

"5c,8 -14.2 0.0 

70.4 -21.6 -18.2 

12.0 71.6 24.6 

79.2 -19.5 -6.3 

(1) 
Deflated by the implicit deflator in new buildings.
 

(2) 	Deflated by the implicit deflator for investments in machinery
 

and equipment.
 

(3) 	Deflated by the wholesale price index.
 

Source: Central Bank of Costa Rica. National Accounts.
 

,?p
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TABLE 3. 19 

INDUSTRIAL SEcrOR'S GROSS INE3TMENT ACCORDING TO ORIGIN OF CAPITAL 
19/6-1980 

(In millions of colones in real r~rms*) 

(base 1976 - 100) 

1976 1977 1978 1979 
 1980
 

TOTAL 794.0. 1236.8 1061.2 1060.9 n.a.
 

Foreign Investment 353.9 337.6 279.4. 159.0 
 -48.5
 
NNational Investment 440.1 899.2 781.8 901.9 n.a.
 

Share
 

TOTAL 100.0 100.0 100.0 100.0 n.a.
 

Foreign Investment 44.6 27.3 26.3 
 15.0 n.a.
 

National Investment 55.4 72.7 85.0
73.7 n.a.
 

Growth Rate
 

TOTAL 
 - 55.8 -14.2 0.0 n.a.
 

Foreign Investment - -4.6 -17.2 -43.1
 

National Investment - 104.3 -12.3 9.4 n.a.
 

n.a. - Not available 

* Deflated by the implicit deflator of gross capital formation. 

Source: Central Bank of Costa Rica. National Accounts and Balance of Payments. 
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COUNTRY'S AND INDUSTRIAL SECTOR'S TOTAL NET INVESrhENT 

1976-1979 

(millions of colones in nominal terms) 

1976 1977 1978 

Total net investment 3769.1 5038.4 5499.6 

Industrial net investment 533.6 1041.4 908.6 

Industrial Sector's share 14.2 20.7 16.5 

Growth 

Total net investment 33.7 9.2 

Industrial net investment 95.1 -12.7 

1979 

6908.9 

967.0 

14.0 

25.6 

6.4 

Source: Central Bank of Costa Rica. National Accounts. 
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COUNTRY'S 

(In 

TABLE 3.21 

AND INDUSTRIAL SECTOR'S 

1976-1979 

millions of colones in 

(Reference year 1976 

TOTAL NET INVESTMENT 

real terms*) 

= 100) 

1976 1977 1978 1979 

10TAL NET INVEST-.ENT 

INDUSTRIAL NET INVESTMENT 

3769.1 

533.6 

4660.9 

956.3 

4660.7 

769.3 

5186.9 

720.6 

GROWTH 

TOTAL NET INVTESTIENT 

INDUSTRIAL NET INVESTMENT 

23'7 

79.2 

0.0 

-19.5 

11.3 

-6.3 

* Deflated by the implicit deflator of gross capital formation. 

Source: Central Bank of Costa Rica. National. Accounts. 

fy 
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3.2.4.2 SnM aCA.ACTLIRISTICS OF FOREIQN INVESINENT IN IM, INDIISTRIAL 

SECTOR. 

A study on foreign investment in Costa Rica's industrial sector
 
conducted early this year I/ 
 gave some interesting results. The information
 
is based on a survey made of the country's 28 most important foreign finns,
 
which generated'f3% of the value of industrial production in 1979 and a
 
similar percentage of the value added by Costa Rican industry in 1979. 

A high proportion of foreign investment Ricain Costa was channel
led towards the industrial sector, mainly as dire'ct investment. The sharing 
of foreign capital in the manufacturing industries that were interviewed oscil
lated almost in all cases between 50% and 100% and the resources came basically 
from the United States of America, Mxico, JaDan and the Federal Republic of
 
Germany.
 

The companies with foreign capital have concentrated in the
 
divisions of Chemical, rubber and Dlastic products, Milling, Food, beverages
 
and tobacco. The medium and large companies revailed, i!..,-;ured in terms of
 
the value of generated production as well 
as in terns of emoloved workers, 
which absorb portions not lower than 40% of the internal market with their
 
respective product.
 

The interviewed companies stated that their purnose for establish
ing themselves in Costa Rica had been theto supply internal market and the 
Central American market, with views to utilize the aivantages offered by the 
lower labor cost in comparison with developed comtries. This latter oninion 
was mainly expressed by the companies belonging to the divisions of Textiles, 
manufa cture and leather and of Paper, printing and editing. In the case of 
Food, beverages and tobacco division thennii incentive turned out to be the 
reduced cost of raw naterial. 

Other general factors, but definitely not less important ones, 
strongly influenced the decisionto invest in Costa Rica; 
 among these the
 
country's political stability stands out undoubtedly.
 

1/ Iannover I, IIhiunan 1. , Peltzer R. , Richter P. , Schubert R and Thulle h.Forei!,n investments in the industrial sector of Costa Rica (Preliminary
report), 1982. 
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Finally, the opinion of the parties interiewe Lbout the quality of the infra-,
 
structure offered by the country for the duvelopment of industrial activities, 
 is
 
'ummarized under Table 3.22. 
The figures clearly show that the, country offers 
 an
 
ensemble of infrastructure facilities which have been classified 
as satisfactory or
 
very satisfactory by most of the alteady established foreign investors, except 
as far
 

as 
the granting of credit is concerned.
 

TABLE 3.22 
OPINIONS ON COSTA RICA'S INFRASTRUCTURE 

FOR THE DEVELOPM ET OF INDUSTRIAL ACTIVITIES 

1981 

(In number of answers) 

OPINION 
Satisfactory


A S P E C T or
 
very satisfactory Not satisfactory
 

Electric power, gas & water supply 
 26 
 2
 
quality of corrmunication system 
 28 0 
Quality of transportation system 
(portc, railroads, haigh-ways) 25 3 
Quality of labor 

qualified 28 0 
non-qualified 25 3 

Availability ef labor 

qualified 
non-qualifiud 

26 
27 

2 
1 

Availability of Costa Rican managers 24 4 

Labor code provisions (labor unions, 
labor bcnefit payments, shifts protection
of employment sites) 26 2 
Efficacy of the Juridical system
(judicial claims) 25 3 
Private property protection 28 0 
Patent and trademark protcction 27 1 
Private property protection 28 0 
Import and export procedures 20 8 
Credit facilities 5 23 

SOURCE: Hannover I., 11amman H.: 
 Foreign investments in Costa Rica's Industrial Sector.
 

(Preliminary report), 1982.
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3.2.5 CREDIT AND FINANCIAL SITUATION 11EIN INDUSTRIAL SEYCOR. 

3.2.5.1 CREDIT
 

During the 1976-1978 period the industrial sector rcce,.veJ a little over one 
fourth of the total loans granted h, the National Banking System. 
Since then this

proportion started to drop and in IMl it stopped at 22% 
(Tables 3.23 - 3.25). In
 
the first two years of the mentioned period most of the loans to 
industry were

granted to finance their operations, whilst the following three years were character
ized by an inverse situation. The greater working capital needs felt by the coanies
 
as a result of devaluation, could have been tho reason that in 1981 the largest part
 
of the credit was again used to finance their operatiens.
 

The growth of the total banking loans in colones in nominal terms has decreased
since three years ago, and to a great extent it has also hapnended wi h investments in
the industrial sector. Now, what is of interest is its behavior in constant terms. 
From that outlook it is possible to appreciate that the credit granted to the indus
trial sector, has reduced rather than disaccelerated during the past three years.

The year 1981 deserves a special mention since in this year the drop was 34', a level
of loans being established which in colon- in real terms was lower than the one
granted in any of the previous years. It is worthwhile stating that the total loans 
also suffered a contraction of the same dimension in 1981.
 

The interest rate policy will be analyzed in the section on the financial
 
system; however, it is advisable to indicate 
 that in that aspect the industrial 
sector enjoyed a preferential treatment in the banks' commercial denartments since

1979 and were charged an interest on loans granted that was lower than the one for
the rest of the destination of credit, except in agriculture, cattle, hunting and 
fishery I/ (Table 2.16), 

A.comment that can be applied to all these activities is that in the Past
three years, and very especially in 1981, the inte-ost rates in real terms which have
been established for their loans have acquired negative values, thus becoming n factor 
which tends to increase the comnanies' demands for credit resources. 

1/ Be it rememhered that by the end of 1978 a financial reform attempted themain result of which was 
was

the raising of interest rates on loanc 'made by the
National Banking System.
 



TABLE 3.23 

EFFECTIVE LOANS BY THE NATIONAL BANKING SYSTEM 

1976-1981 
(In millions of colones in nominal terms) 

1976 1977 1978 1979 1980 1981 

Total 

industry 

Other economic 
sectors 

Relative figures 

6202.6 

1560.9 

4641.7 

7303.8 

1900.4 

5403.4 

9027.. 

2388.3-

6638.8 

10S10.4 

2672.6 

8137.8 

12167.4 

2726.9 

9440.5 

13352.4 

2977.7 

10374.7 

TOTAL 

Industry 

Other economic 
sectors 

100.0 

25.2 

74.8 

100.0 

26.0 

74.0 

100.0, 

26.5 

73.5 

100.0 

24.7 

75.3 

100.0 

22.4 

77.6 

100.0 

22.3 

77.7 

Growth 

Total 

Industry 

Other economic 

sectors 

17.8 

21.5 

16.4 

23.6 

25.7 

22.9 

19.7 

11.2 

22.6 

12.5 

2.0 

16.0 

9.7 

9.2 

9.9 

SOURCE: Central Bank of Costa Rica: Credit and mofietary accounts. 
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TABLE 3.24 
EFFECTIVE LOANS OF THE NATIONAL BANKING 

1976 - 1981 

(In millions of colones in real terms) 

(Base year 1976 = 100) 

SYSTEM 

TOTAL 

Industry 

Other economic 
sectors 

1976 

6202.6 

1560.9 

4641.7 

1977 

6794.2 

1767.8 

5026.4 

1978 

7788.7 

2060.7 

5728.0 

V 

1979 

8037.5 

1987.1 

6050.4 

1980 

7312.1 

1638.8 

5673.3 

1981 

4862.5 

1084.4 

3778.1 

Growth Rates 

TOTAL 

Industry 

Other economic 
sectors 

---

---

9.05 

13.6 

8.3 

14.6 

16.6 

14.0 

3.2 

-3.6 

5.6 

-9.1 

-17.5 

- 6.2 

-33.5 

-33.8 

-33.4 

Deflated by the wholesale price index. 

.SOURCE: Central Bank of Costa Rica. Credit and Monetary Accounts. 

tO
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TABLE 3.25 

EFFECTIVE LOANS BY THE NATIONAL BANKING SYSTEM 

INDUSTRIAL SECTOR 

1976-1981 

(in millions of colones in real terms*) 

(1976 - 100) 

IN THE 

1976 1977 1978" 1979 1980 1981 

TOTAL 

K1nvestment 

Operation 

1560.9 

632.9 

928.0 

1767.8 

811.4 

956.4 

2060.7 

1060.4 

1000.3 

1987.1 

1002.5 

984.6 

1638.8 

825.7 

813.1 

1084.4 

498.7 

585.7 

Relative figures 

TOTAL 

Investment 

Operation 

100.0 

40.5 

59.5 

100.0 

45.9 

54.1 

100.0 

51.5 

48.5 

100.0 

50.5 

49.5 

100.0 

50.4 

49.6 

100.0 

46.0 

54.0 

Growth rate 

TOTAL 

Investment 

Operation 

13.3 

28.2 

3.1 

16.6 

30.7 

4.6 

-3.6 

-515 

-1,5 

-17.5 

-17.6 

-17.4 

-33.8 

-40.0 

-28.0 

* Deflated by the wholesale price index. 

Source: Central Bank of Costa Rica. Credit and Monetary Accounts. 



3-48
 

3.2.5.2 MAIN FINANCING SOURCES 

The lower credit availability at a time when working canital
 
requirements are greater than before, has forced companies to use other
 
financing sources more often. 
One of the last reports of the Survey on
 

Industrial Status -/states that of the companies interviewed at the end
 
of 1981, 49% were self-financing themselves, 27% were resorting to private
 
financial intermediaries and the remaining 
 24% used other sources, among
 
which we find the National Banking System..relegated to a third place.
 

3.2.5.3. FINANCIAL SITUATION 

At this time financial problems are the ones most affecting
 
the industrial sector. These problems have worsened as a result of the
 
devaluation, upon increasing the external debts in colones, with the'limited
 
availability of banking credit and with the hardening of the conditions for
 
the purchasing of inputs within the country as well as abroad.
 

The financial problems, among other forms, have turned into
 
serious difficulties for the supply of raw materials and their size is such
 
that both problems (supply of raw materials and financing) constituted the 
main concern of 71% of the companies that were interviewed in the Survey on
 
Industrial Status that wasnnde in November 1981 
2')
 

The aforementioned difficulties may differ in each company and
 
will probably vary according to the size of such conpanies. The Export
 
Promotion Survey made by the Economics Research Institute in the months of
 
April and May 1982 gathered interesting information on a sample in which at
 
least one third was made up by industrial companies with .less than 20 employees 
and 50% by companies with more than 20 but less than 100 workers. In other
 
words, it is a samlple made up by companics that can call theniselves small or 
mcdium companies, as opposed to the samplc of the Industrial Status Survey 
which is mainly made up of large companies. 

1/ Evolution of Industry in in-1981 for 1982.Costa Rica and prospects
Economics Research Institute, Unfversity of Costa Rica.

2/ Evolution of Industry... Op. Cit. 
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The referred-to information has a preliminary nature and refers
 
to some financial relations of the interviewed companies. Of a total of 
83 answers, 23% stated that their liquidity ratio Y was below the unitwhilst 75% stated that theirs was above said reference mark (Table 3.26).

Not withstanding, of these latter ones more than three fourths was less 
than .two.
 

The indebtedness ratio .!/of56% of the cases was above one half, 
..thus establishing an indebtedness average of 0.6 (Table 3.27). In turn,
 

the fixed assets/total assets ratio reached a 0.4 average, and over 70% of
 
the firms had a ratio below 0.5 
(Table 3.28). 
 From these two latter ratios
 
it can be inferred that a considerable percentage of the debts of these
 
companies is backed by current assets or other kinds of assets, which
 
reflects the practice of pledging inventories.
 

It is clear that the sole analysis of the aforesaid ratios does
 
not give us a complete view of the situation of the interviewed companies,

but from what is stated it 
can be inferred that they are operating with a
 
limited working capital and that their possibilities of contracting debts
 
offering good guarantees such as fixed assets, are very weak. 

As has been established, these figures are indicators of the 
financial situation of small and medium-size companies. Based on these data
it is difficult to predict the possible magnitude of the liquidity and
 
indebtedness ratios in the 
case of large colrpanies, because though iteven 
can be expected that these may tend to possess a self-financing capacity

larger than the previous ones, it can also be expected that they will be 
inclined to be less reluctant to risks due to their greater technical and
 
achinistrative capacity, and that they will have a comparatively high
 
external debt coefficient.
 

1/ Current assets/current liabilities
 

2/ Total liabilities/Total assets 

/ 



TABLE 3.26
 
LIQUIDITY RATIO OF THE CaIPANIES TAKEN INTO ACCOUNT IN THE
 

FXPORT PROMOTION SA .PLE* 

(According to number of answers)
 

LESS THAN 1 
 EQUAL TO 1SAMPLE TOTAL MORE THAN 1 
19 

2 
 62
 
31 FOOD, BEVERAGES TOBACCO
/CLOTH 6 

32 TEXTILES,/MANUFACTURE, & LEATHER 6
 

5 
 1
33 LUMBER 16AND FURNITURE 
1 


34 PAPER, PRINTING 7
AND EDITING HOUSES 
35 CHEMICAL, 55RUBBER AND PLASTIC PRODUCTS 3 1 15 
36 NON-METALLIC MINERALS 15
 

37/38 MILLING '""4 
 4 10
 
10
39 . OTHER INDUSTRIES 
 i0
 

* Preliminary figures, referring to the current assets/current liabilities ratio.
 

SOURCE: 
 Economics Research InstiLute. 
 Export Promotion Survey, 1982.
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TABLE 3.27
 

INDEBTEDNESS RATIO OF COMPANITES TAKEN INTO ACCOUNT IN THE
 

EXPORT PROMOTION SAMPLE*
 

(According to number of answers)
 

Average of

Less than Eaual to More than 
 ratio
 

TOTAL 0.5 0.5 o.5
32 3 48 	 .58
 

31 	 Food, beverages, tobacco 
 4 
 7 	 .56
 
32 	 Textiles, cloth mpnufacturp and
 

leather 
 11.. 
 11 .52
 
33 Lumber & furniture 4 4 
 .57
 
34 	 Printing and editing paper 
 3 
 2 	 .52
 
35 	 Chemical, rubber & plastic


products 
 4 +1 
 10 .65
 
36 Non-metallic minerals 
 -
 3 	 .75
 
37/38 	 Milling 
 5- 1 
 8 .60 
39 Other industries 1 
 - 3 	 .59
 

* Preliminary figures, referring to the total liabilities/total assets ratio.
 

SOURCE: Economics Research Institute.
 

Export Promotion Survey, 1982.
 



TABLE 3.28
 

FIXED ASSETS/TOTAL ASSETS RATIO OF CC 01ANIES TAKEN INTO ACCOUNT IN THE
 

EXPORT PROMOTTON SURVEY SAMPLE* 

(Accrding to number of answers) 

DIVISIONS LESS THAN EQUAL TO MORE THAN AVERAGE OF RATIO 
0.5 0.5 
 0.5
 

SAMPLE TOTAL 61 2 22 0.36 

31 FOOD, BEVERAGES, TOBACCO 5 7 0.46CLOTH32 TEXTILES,/MANUFACTURE, LEATHER 15 1 6 0.44 
33 LUMBER AND FURNITURE 5 - 3. 0.38
34 PAPER, PRINTING AND EDITING 4 1 0.28 
35 CHEMICAL, RUBBER & PLASTIC 
 13 
 - 3 Uri0.30
PRODUCTS.
 
36 NON-METALLIC MINERALS 3 0.28
 
37'/38 MILLING 12 1 2 0.30 
39 OTHER LNDUSTRIES 4 0.24 

* Preliminary figures. 

SOURCE: 
 Economics Research Institute. Export Promotion Survey, 1982.
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Table 3.29 shows an interesting relation between financing for
 
investment granted by the National Banking System and its behavior. According
 
to the figures, except in 1977, banking credit financed more than the total
 
national investment made by the industrial sector; 
 in other words, the credit 
resources for investment granted by the banks were higher than those effectively
applied to this item by national industry. If the overall gross investment is 
taken into account, that is both national and foreign, one will appreciate that 
the banks granted loans to finance practically the totality in 1978 and 1979
 
and if one takes into account 
 only the total gross investment iiifixed assets" , 

which is the destination expected of the invest3ent loans granted by the
 
National Banking System, we will find 
that the financing reached as an average 
more than 80 percent of its value during the years in question. Since this 
latter relation contemplates foreign investment in fixed assets, it can be
 
supposed that the National Banking System financed an even higher percentage
 
of national investment in fixed-assets 
 of the Costa Rican industry. 

These figures natdrallv show the importance of the National Banking

System as the propellant of the country's economic 
 activity, but beyond that
 
these figures make 
 us reflect upon two aspects. In first place, thu.e figures
indicate the great extent to which the Costa Rican industry has become dependent 
on the redit resources of the national banks in order to expand its activities,
thus reflecting a reduced inclination of the industrialists to invest their 
profits or, said in other words, these figures show that they are considerably

'reluctant to assume the risk of investing their own resources. 2 

In second place, the figures shown seem to indicate that not only a
 
high proportion of investment financing has been requested, but also that
 
furthermore, part of the credit requested has been diverted towards other
 
activities other than industry or else for other purposes other than investment. 

1/ Excluding in this case inventory changes, which on some occasions may benegative, implying non-investment. 

2/ This situation may have varied in the past two years, since as explainedin the corTrents on financing sources, in 19811 the National Rankings Systemfound itself in a third place as a supplier of resources, at least of thecompanies therein mentioned. Iowever, it could have been that in thoseyears the proportion of financing by the National Bainking System wasreduced only in the case of industrial operations, in which area itsparticipation has ustLly been ]ocr than in investments as will be seenhereinafter. This hy)iothesis is strerythened by the fact that connonsense makes us think that if in "normal" times industries did not investlarge sums of their own resources, it is less probable that they will so in a period of greater risks and uncertainty. 
do 
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TABLE 3.29 

INDUSTRIAL GROSS INVESTMENT 

INDUSTRIAL SECTOR'S GROSS TOTALINVESTMENT 


FOREIGN CROSS 
 INVESTMENT 

NATIONAL GROSS INVESTMENT 


TOTAL GROSS INVESTMEN- IN FIXED
ASSETS 1/ 


EFFECTIVE INVESTMENTS OF THE
 
NATIONAL BANKING SYSTFM ININDUSTRIAL INVESTMENT 

Percentages
 

FINANCING OF THE TOTAL GROSS
INVESTMENT 

FINANCING OF THE NATIONAL GROSS
INVEST ENT 

FINANCING OF THE TOTAL GROSS IN-
VESTMENT IN FIXED ASSETS 

l/ Excludes the inventory change
 

SOURCE: Central Bank of Costa Rica. 


AND FINANCINC OF THE 

NATIONAL BANKING SYSTF-1
 

1976-1981
 

(In millions of colones and percentages)
 

1976 
 1977 
 1978 
 1979
 

794.0 1"346.9 1260.3 1371.3 
354.0 367.6 329.9 213.4 
440.0 
 979.2 
 930.4 
 1157.9
 

799.3 
 1043.7 
 1289.5 
 1687.1
 

632.9 
 872.3 
 1229.0 
 1348.4
 

0.80 
 0.65 
 0.98 0.98
 

1.44 
 0.89 
 1.32 
 1.16
 

0.79 0.84 0.95 8.0 

Credit, National Accounts and Monetary Accounts.
 



Both aspects are of definitive interest. The first one, because it becould 
used to submit the entrepreneurial vocation of national industrialists to Judgement, 
since it is supposed that one of the characteristics of the entrepreneur should 
be his outstanding capacity to assume calculated risks, which capacity encourages
 
him to identify the most profitable projects and activities, whilst the cornented
 
figures suggest the predominance of administrators of banking resources leading
 
the profits into .private hands. This is just another way to apDreciate the
 
certainty of the phrase which is connonly used when to
referring the weaknesses of 
the National Banking System, which is, that it favors the leading of profits 'into
 
private hands and keeping the losses in the hands of the State.
 

The second aspect is of great interest becuse not only does it suggest a
 
deficiency in the controls of the state-owned banks, but it also introduces an
 
element that dilutes the 
 impact of the efforts made by the National Banking 
System on the different economic activities and purposes.
 

The colmments with respect to industrial entrepreneurs can naturally not be 
applied indiscriminately; there will be exceptions, hut the general behavior 
pointed out as inferred from the figures, must be duly taken into account in the
 
establishment of a credit policy leading towards reactivating the industrial
 

sector.
 

3.2.5.5 pRODUCTION COSTS AND FINANCING OF OPERATING COSTS BY 111E NATIONAL
 

BANKING SYSTIM.
 

The financing of industrial operations by the National Banking System has
 
characteristics that are different from the ones in financing investments.
 
During the 1977-1979 period, the state-owned banks hardly financed about 7% of
 
the production costI / 
 and in the past two years this proportion was even lower 
(6.2% .and 4.4% in chronological order), 
as a result of the coupling of the high
 
cost increase with the lesser availability of credit. 21 (Table 3.30).
 

1/ In 1976, 8.3%of the production cost was financed. 
2/ It must be taken into account that the production cost and value being used

here include the traditional agroindustrial activities, whose operation.; are

usually financed by other means (especially processing plants and mills).
If these activities were excluded, the financing percentage would probably
increase. 

,Cf
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It is possible that due to the reduced volume of credit that 
is granted for
 

operations in comparison to the size of the cost, part of the 
resources supposedly
 

directed towards investment financing be channelled towards 'financing the companies'
 

short-term needs.
 

TABLE 3.30
 

COSTS OF INDUSTRIAL PRODUCTION AND
 

FINANCING BY THE NATIONAL BANKING SYSTEM
 

1976 - 1981
 

(Millions of colones)
 

1976 1977 1978 
 1979 1980 1981*
 

GROSS VALUE OF
 

PRODUCTION 12270.7 16032.4 17515.6 
 19640.4 23568.3 40664.7
 

Operating surplus 1044.3 1312.9 
 1396.0 1659.8 1891.3 3473.3
 

Production costs 11226.4 14719.4 16119.6 17980.6 21677.3 
 37191.4
 

Financing of
 
operations 928.0 1028.1 1159.3 1324.2 1353.0 1608.3
 

Percentage of the
 
financed production 8.3 7.0 7.2 6.2
7.4 4.3
 

* Preliminary figures. 

SOURCE:Our own analysis based on figures of the
 

Central Bank of Costa Rica.
 

'2o
 



3.2.6 INDIUS'ZY AND T1IH EXTERNAL S;EOR 

3.2.6.1 INDUSTRIAL SECTOR'S TMPORTS IN 11E, 1978-1981 PERTOD 

Up to 1979, the value of the industrial sector's imports did not reach 
50% of the value of the overall imports, although it always maintained itself
 
as the most important item of external purchases made by the country (Tables
 

3.31-3.34). 

The picture changed during the past two years, since its share within
 
the overall imports strongly increased, reaching in 1981 an unusual proportion
 
which exceeded two thirds of the total.
 

Among the factors explaining this behavior we must take into account
 
the increase of the industrial import prices, but we should mainly consider the
 
fact that the industrial sector cannot permit itself to have a reduction of its
 
purchases abroad at the rate other sectors of the Costa Rican economy could do
 
so, because it would in many cases mean the'standstill of its activities. 
 Thus.
 
whilst total imports drastically dropped (-20.5%) in 1981 as 
a result of such
 
an intense devaluation of the colon, industrial imports increased ny 3.4%,
 
although it must be accepted that this figure is very inferior to the figure of
 
the previous two years (28% and 23% in chronological order).
 

Over 80% of the industrial sector's external purchases correspond to
 
raw materials, which due to their essential nature within the productive pro
cess, confirms the comment made on the inflexibility of industrial imports.
 

On the other hand, during the years under study, the Central American 
market was not even able to supply 15% of the Costa Rican industry's imports, 
and in the recent years we have rather observed an important decrease in its 
supply capacity, as a result of the difficulties faced by the area's economies. 
The little importance of Central America as. a supplier of raw materials and 
capital goods shows the absence of verticality in the integration of Central 
American industry. 

q Ik 
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TABLE 3.31
 
COSTA RICA'S CIF IMPORTSACCOP'TINGTO ECONOMIC SECTORS AND ECONOMIC CATEGORIES
 

1976 

1976-1981 

(Thousands of dollars) 

1977 1978 1979 1980 1981 

TOTAL 

AGRICULTURE 

770.412 

44.684 

1.021.430 

57.200 

1.165.730 

60.618 

1.396.812 

65.650 

1.523.797 

74.666 

1.211.214 

100.531 

Raw material 

Capital goods 

INDUSTRY 

Raw material 1/ 

Capital goods 

22.342 

22.342 

358.242 

292.756 

65.485 

28.600 

28.600 

461.686 

377.929 

83.757 

33.800 

26.818 

503.595 

409.174 

94.421 

36.320 

29.330 

645.327 

511.235 

.134.102 

50.283 

43.383 

793.908 

690.286 

103.622 

82.361 

18.170 

821.203 

661.323 

159.880 

CONSTRUCTION 

Rau material 

°Capit goods 

87.827 

28.505 

59.322 

73.543 

41.110 

31.665 

109.580 

71.110 

38.470 

103.1=O 

. 5 8 . 6 ,.j 

44.690 

112.761 

71.621 

41.140 

64.194 

64.194 

' 

OTHER ECONOMIC 
CATEGORIES 279.659 490.002 491.937 582.475 542.462 225.286 

1/ Includes crude oil. 

SOURCE: Central Bank of Costa Rica: Balance of Payments. 

RECOPE: Fuel import figures. 



TABLE 3.32 

STRUCT !RE OF COSTA RICA'S CIF IMPORTS ACCORDING TO
 

ECONOMIC SECTORS AND ECONOMIC CATEGORIES 

(In percentages) 

1976 1977 1978 1979 1980 1981 

TOTAL 100% 100% 100% 100% 100% 100% 
INDUSTRY 46.5 45.2 43.2 46.2 52.1 67.8 

Rau material 38.0 37 35.1 36.6 45.3 54.6 
Capital-goods 8.5 8.2 8.1 9.6 6.8 13.2 

mGRICULTURE 5.8 5.6 5.2 4:7 4.9 8.3 
Raw material 2.9 2.8 2.9 2.6 3.3 6.8 
Capital goods 2.9 2.8 2.3 2.1 1.6 1.5 

CONSTRUCTION 11.4 7.2 9.4 7.4 7.4 5.3 
Raw material 3.7 4.1 6.1 4.2 4.7 5.3 
Capital goods 7.7 3.1 3.3 3.2 2.7 -

OTHER ECONOMIC 
SECTORS 36.3 42 42.2 41.7 35.6 18.6 

I/ Incltdes crude oil 

SOURCE: Table 3.31. 



TABLE 3.33
 

INDUSTRIAL CIF IMPORTS ACCORDING TO ECONOMIC CATEGORIES
 

AND ORIGIN OF THE GOODS 

1976-1981 

(In thousands of dollars) 

1976 1977 1978 1979 1980 1981 
Total imports 

Rest of the world 

Central America 

358.525 

307.100 

51.485 

462.050 

400.776 

61.274 

503.311 

432.142 

71.169 

645.425 

575.504 

69.921 

794.511 

726.294 

68.217 

821.583 

n.a. 

n.a. 
Import of raw material(l) 

Rest of the'-world 

269.570 

218.790 

341.812 

281.719 

364.103 

294.289 

449.407 

380.948 

572.986 

506.348 

533.457 

n.a. 
Central America 50.780 60.093 69.814 68.459 66.638 n.a. 
Crude oil' 23.555 35.960 45.006 62.559 117.191 128.429 
Import of capital 

Rest of world 

dentral America 

65.460 

64.755 

0.705 

84.278 

83.097 

1.181 

94.202 

92.847 

1.355 

133.459 

131.997. 

1.462 

104.334 

102.755 

1.579 

159.697 

n.a. 

n.a. 

(1) Does not include crude oil 

n.a. Not available 

Source: ,Central Bank of Costa Rica. Balance of Payments. 

RECOPE: Fuel import figures. 



TABLE 3.34
 

STRUCTURE OF CIF IMPORTS OF T1E INDUSTRIAL SECTOR ACCORDING TO 

TOTAL I"PORTS 


Import of raw material 


Import of crude oil 


Import of capital goods 


TOTAL IMPORTS 


Rest of world 


Central America 


IMPORT OF 'RAW MATERIAL (1 ) 


Rest of world 


Central America 


IMPORTS OF CAPITAL GOODS 


Rest of world 


Central America 


n.a.  not available
 

(1) Includes crude oil
 

SOURCE: Tables 3.31 3.33.
-

ECONOMIC 

1976 


100% 


75.2 


6.6 


18.2 


100% 


85.6 


14.4 


100% 


82.7 


17.3 


100% 


98.9 


1.1 


CATEGORIES AND ORIGIN OF THE GOODS 

(In rercentages)
 

1977 1978 

100% 100% 

74.0 72.3 

7.8 8.9 

18.2 18.8 

100% 100% 

86.7 85.9 

13.3 14.1 

100% 100% 

84.1 8Z.9 

15.9 17.1 

100% 100% 

98.6 98.6 

1.4 1.4 

-- 1976 

1979 


100% 


69.6 


9.7 


20.7 


100% 


89.2 


10.8 


1007 


86.6 


13.4 


100%" 

98.9 


1.1 


1981 

1980 1981 

100% 100% 

72.11 64.9 

14.7 15.6 

13.2 19.5 

100% 100% 

91.4 n.a. 

8.6 n.a. 

100% 100% 

90.3 n.a. 

9.7 n.a. 

100% 100% 

98.5 n.a. 

1.5 n.a. 
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3.2.6.2 : 1976-1981 INDUSTRIM, EXPORTS 

,ring the 1976-1979 period the industrial sector generated around 305 of
 
the country's export revenue 
(Tables 3.35 and 3.36). 
 The years following are really

non-typical. 
 The stropg growth of industrial exports occured in 1980 (351.) 
silmulta
neously with the drop in coffee prices, converted the manufacturing sector into the
 
producer of 37% of the total value of the exports that year. 
In turn, last year

(1981) industrial export only grew by 3%, but the slight increase of the total
 
exports permitted industry to keep its relative importance as a foreign exchang 
producer.
 

The small increase of industrial exports experienced in 1981, seems not 
to be congruent with the more competitive prices of the national products in the
 
international market fiat could be expected after a devaluation of the 
colon as occurred in 1981. 
 In spite of the above, several limitations to the expan
sion of exports during that year should be taken into account. In first blace, the
 
Central American market, which as we shall see herinafter absorbs close io 70% of
 
the industrial exports, noticeably contracted due to the import restrictions imposed

by the Government of Nicaragua and to the worsening of the economic and political

problems of the rest of the Central American countries. In second nlace, as was
 
established above, the Costa Rican industry has been basically devoted to the inter
nal market, so that even if the competitiveness of the prices of the national
 
products had increased, a considerable part of the Costh Rican enterorises has not
 
developed the organization and in many cases the quality required to enter interna-.
 
cional markets, the access to which has furthermore become more difficult due to
 
the difficult cconomic situation of most of the countries of the world. 
At the same
 
time, the strong devaluation also encourages substitution of imports, thus tending
 
to reinforce the importance of the internal market and diminishes the resources
 
that could be devoted to the exportable production. 
In third place, the environment
 
of uncertainty and lack of control in exchange matters in 1981, could have discour
aged the making of entrepreneurial decisions which are required to increment
 
exports; for instance, increase of investments to improve quality and efficiency
 
and more sales expenses which are needed to enter new markets. 
To the foregoing
 
there is added a purely statistical element which to some extent may be affect
ing the 1981 export figures.
 



TABLE 3.35
 

COSTA'RICA'S FOB EXPORTS
 
(According to economic sector and destination of goods)
 

1976-1981 

(Thousands of dollars) 

1976 1977 1978 
REST OF 
WORLD 

CENTRAL 
AMERICA TOTAL 

REST OF 
WORLD 

CENTRAL 
AMERICA TOTAL 

REST OF 
WORLD 

CENTRAL 
Al!ERICA TOTAJ 

TOTAL 

1) Agriculture 

2) Mines & quarries 

3) Industry"/ 

462.288 

388.270 

0.030 

64.278 

130.653 

2.168 

0.129 

125.85 

592.941 

390.438 

0.159 

190.128 

654.362 

"563.114 

0.046 

79.685 

173.802 

6.766 

0.194 

163.457 

-828.164 

569.876 

0.240 

243.142 

686.271 ° 

593.534 

0.038 

73.096 

178.636 

10.422 

0.105 

164.765 

864.9( 

603.9 

0.1 

237.8r 
4) Other economic 

sectors 9.710 2.506 12.216 11.521' 3.385 14.906 19.603 3.344 22.c. 

RELATIVE FIGURES 
TOTAL 

1 . 

2) 

Agriculture 

Mines & quarries 

100.0% 

84.0 

0.0 

100.,0% 

0.0 

100.0% 

65.8 

100.0% 

86.0 

100.q- -. 100.0% 

3.9 - 68.8 

100.0% 

86.5 

100.0% 

5.8 

100.0% 

69.8 
-

3) Industry 13.9 96.3 32.1 12.2 94.1 29.4 10.6 

-

92.2 

-

27.5 
4) Other economic 

sectors 2.1 1.9 2.1 1.8 2.0 1.81 2.9 2.0 2.7 

I/ Beef and sugar not included. 

SOURCE: Central Bank of Costa Rica. Balance of Payments. 



TABLE 3.35 (Brought forward)
 

TOTAL 


Agriculture 


Mines & quarries 


Industry 


Other economic sectors 


TOTAL 


Agriculture 


Mines-& quarries
 
Industry 


Other economic sectors 


1/ Preliminary figures.
 

SOURCE: Central Bank of Costa Rica. 


RESO 

WORLD 


758.957 


636.406 


0.046 


102.756 


19.749 


100.0% 


83.8 


13.6 


2.6 


1979 

CENTRAL 

AMERICA 


175.434 


3.109 


0.124 


169.140 


3.061 


TOTAL 


934.391 


639.515 


0.170 


271.896 


22.810 


RELATIVE FIGURES
 

100.0% 100.0% 


1.8 68.4 


96.4 29.1 


1.8 2.5 


REST OF 

WORLD 


731.414 


597.13 


.075 


112.367 


21.842 


100.0% 


81.7 


15.3 


3.0 


1980
 
CENTRAL
 
AMERICA 


270.328 


3.872' 


0..053 


254.981 


11.422 


100.0% 


1.4 


94.3 

4.3 


TOTAM 


1001.742 


601.002 


0.128 


367.348 


33.264 


100.0% 


60.0 


36.6 

3.4 


1981 /TOTAL
 

1035.8
 

586.3
 

.1
 

380.3
 

69.1
 

100.0%
 

56.6
 

36.7 

6.7
 

Balance of Payments.
 



TABLE 3.36
 

COSTA RICAN IN'DUSTRIAL FOB EXPORTS
 

(According to industrial division and destination of goods)
 

1976-1981 

(In thousands of dollars) 

1976 1977 1978 
REST OF CENTRAL REST OF CENTRAL REST OF CENTRAL 
WORLD AMERICA TOTAL WORLD AMERICA TOTAL WORLD AMERICA TOTA 

INDUSTRY TOTAL (1) 64.278 125.850 190.128 79.685 163.457 243.142 73.096 164.765 237. 
31 Food, beverages, 

tobacco cloth 8.803 9.274 18.077 18.564 13.327 31.891 26.527 13.739 40.2 

32 Textiles'/manufacture, 
leather 4.993 28.613 33.606 3.684 32.698 36.382 4.491 30.722 35.2 

33 Lumber and furniture 3.153 4.168 7.321 2.091 .7.141 10.232 2.902 6.733 

34 Printing & editing 
paper 0.809 4.343 5.152 0.903 5.031 5.934 0.831 5.719 6.5 

35 Chemical rubber and 
plastic products 21.620 34.285 56.005 17. 176 42.488 59.664 18.612 46.877 65.4 

16 Non-metallic minearls 0.370 1.001 1.371 0.238 1.115 .1.353 0.475 2.681 3.1 

37 Basic metallic 
products 0.742 3.435 4.177 0.628 4.127 4.755 0.837 3.796 4.6 

38 Metal machinery, 
equipment 9.793 24.971 34.764 9.830 37.301 47.131 12.963 36.814 49.7 

39 Others industries 13.995 15.660 29.615 25.571 20.229 45.800 5.398 17.684 23.0 

(1) Beef and sugar not included. 

SOURCE: Central Bank of Costa Rica. Balance of Payments. 

N 



TABLE 3.36 (Brought forward)
 

REST OF 
WORL. 

1979 
CENTRAL 
AMERICA TOTAL 

REST OF 
WORLD 

1980 
CENTRAL 
AMERICA TOTAL 1981Y/T 

TOTAL (1) 102.756 169.140 271.896 112.367 254.981 367.348 380. 
31 

32 

Food, beverages, tobacco (1) 
cloth

Textiles,/manufacture and 

37.739 15.198 52.937 31.097 24.-157 55.254 64.65 

leather 11.634 30.966 42.590 13.182 57.272 70.454 62.36 
33 Lumber and furniture 4.147 4.888 9.035 5.088 6.459 11.547 12.93 
34 Printing and edigint paper 0.935 7.947 8.882 3.482 15.438 18.920 16.35 
35 Chemical, rubber and plastic

products 21.316 45.137 66.453 27.110 62.173 89.283 108.39 
36 Non-metallic minerals 2.689 6.082 8.771 0.638 8.812 9.450 22.S0 
37 Basic metallic products 1.361 2.197 3.558 1.457 3.410 4.867 4.12 
38 -Metal machinery, equipment 16.493 36.890 53.383 22.756 ' 48.281 71.037 69-.21 
39 -_:"'Other industries 6.452 19.835 26.287 7.55 28.979 36.536 19.39 

(1) Beef and sugar not included. 

(2).. Preliminary figures. 

SOURCE: Central Bank of Costa Rica. Balance of Payments. 
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Due 	also to tl,, considerable lack of order in exchange matters, to the high differ
ential between the official exchange rate to settle exports and the free nmarket 
exchange rate, and to the deficiencies in foreign exchango income controls, in many 
cases exporter., found ways to show a smaller income of foreign currency than the 
one 	they really received. Among these practices we find invoicing of foreign sales
 
for 	lower amunots, which would givecrigin to a figure of the export value lower than 
the one really received by the exporters. Although it is impossible to determine
 
the magnitude oC the impact of this practice, its presence can not be denied.
 

The distribution of the manufacturing export value according to the market of 
destination c,,incides with the destination structure of the industrial sales volune 
shown in section 3.2.2.1. Up to the year 1980, aporoximately 70% of the foreign
 

l/ ,
sales had been made in Central America , but due to the aforesaid reasons, this 
proportion may iP It is worthwhile that in 1976have decreased 1981. 	 mentioning 
and 1977 exports to Central America grew strongly (26% and 30%, respectively), 
encouraged by demand due to the effect of coffee prices on the Central American 
economy and, after *t o years of slightly active sales, these grew strongly again in 
1980, in this case furthered by the-large Nicaraguan demand, in which country 
reconstruction was started after the revolutiion. 

Of the tidal foreign exchange generated by the industrial sector, cloe to one 
fourth comes ['rom exports of the division of Chemical, rubber and elastic- products, 
cf Aich appr,-ximately 70% is directed to Central America (Tables 3.37 and 3.38). 
If we observe the Central American markets and those of the rest of the world 
separately, the 	exports of this division also turn out to be comparatively the 
highest ones.
 

The Milling division follows in importance. It generates about 19% of the 
value of indmstrial exports which are also basically channelled to Central America. 
In turn, the Textiles, manufacture and leather divisionviiich has been identified 

previously as being the largest external opening, produced as an average 17% 
of the total value exported by industry during the 1976-1981 period3/. In the 
case of this division it is advisable to point out that 

l/ 	In 1979 sales to Central America meant only 62%, due mainly to the drop in the 
Nicaraguan demand which had traditionally been the main Central American buyer
of Costa Rican products. 

2/ 	 It must he pointed out that even though its importance in this sense luid been
gradually decreasing from 1976 to 1980, in 1981 it increased to almost 30% of
 
the total, as a result of a strong growth of its exported value.
 

3/ Looking at the past three years, one can appreciate that the importance of this

division as a foreign currency generator increased in the 1)79-81 period, but
 on the contrary the Chemical products division decreases in 1981 due to a drop

in the amount exported.
 



TABLE 3.37
 

COSTA RICA'S INDUSTRIAL FOB EXPORTS
 

(By industrial divisions and destination of goods)
 

1976-1980 

;(Relative figures) 

REST OF 
WORLD 

1976 
CENTRAL 
AMERICA TOTAL 

REST OF 
WORLD 

197 

CENTRAL 
AIMERICA TOTAL 

REST,OF 
WORLD 

1979 
CENTRAL 
AMERICA TOTAL 

TOTAL 100.0 100.0 100.0 100.0 100,0 100.0 100.0 100.0 100.0 
31 Food,bevera~eshtobacco 

clot h 13.7 7.4 9.5 23.3 8.1 13.1 36.3 8.3.31 16.9 
32 Textiles, /manufacture,

leather 7.8 22.7 17.7 4.6 20.0 15.0 6.1 18.6 14.9 
33 Lumber and furniture 4.9 3.3 3.8 3.9 4.4 4.2 4.0 4.2 4.0 
34 Printing and editing 

paper 1.3 3.5 2.7 1.'. 3.1 2.4 1.1 3.5 2.7 

35 Chemical, rubber and 
plastic products 33.6 27.3 29.5 21.5 26.0 24.5., 25.4 28.5 27.6 

36 Non-metallic minerals 0.5 0.9 0.7 0.4 0.7 -0.6 0.6 1.6 1.3 
37 Basic metallic products 1.1 2.7 2.2 0.8 2.5 4.0 1.2 2.3 2.0 
38. Metal machinery and , 

equipment 15.3 19.8 18.3 12.3 22.8 19.4 17.6 22.3 20.9 
39 Other industries 21.8 12.4 15.6 32.1 12.4 18.8 7.4 10.7 9.7 

-SOURCE: Table 3.36. 



TABLE 3.37 (Brought forward)
 

1979 1980 
REST OF 
WORLD 

CEN 
AMERICA TOTAL 

REST OF 
WORLD 

CENTRAL 
AMERICA TOTAL 

1981 
T 0 T A L 

TOTAL 100.0 100.0 100.0 "100.0 100.0 100.0 100.0 

31 

.32 

Food, be%.erases and tobacco 
cloth

Textiles,/manufacture andleather . 

36.7 

11.3 

9.0 

18.3 

19.5 

15.7 

27.7 

12.0 

9.5 

22.5 

15.0 

19.3 

17.0 

16,4 

33 Lumber and furniture 4.0 2.9 3.3 4.5 2.5 3.1 3.4 
34 Printing and editing paper 0.9 4.7 3.3 .3.1 6.0 5.2 4.3 
35 Chemical, rubber and plastic

products 20.8 26.7 24.4, 24.1 24.4 24.3 28.5 
36 Non-"etallic minerals 2.6 3.6 3.2 0.5 3.5 2.6 6.0 
37 Basic metallic products 1.3 1.3 1.3 1.3 1.3 1.3 1.1 
38 Metal machinery & equipment 16.4 __21.8 19.6 20.2 18.9 19.3 18.2 

*39 Othev industries 6.3 11.7 9.7 6.6 11.4 9.9 5.1 

SOURCE: Table 3.36. 



TABLE 3.38
 

COSTA RICA'S LINDUSTRIAL FOB EXPORTS
 

(By industrial divisions and destination of goods)
 

(Relative figures)
 

REST OF 
WORLD 

196 
CENTRAL 
ANIERICA TOTAL 

REST OF 
WORLD 

1977 
CENTRAL 
AMERICA TOTAL 

REST OF 
WORLD 

1978 
CENTL 
AMERICA TT At 

TOTAL 33.8 66.2 100.0 32.8 67.2 100.0 30.7 69.3 100.0 
-31 Food,beverages,tobacco 

cloth 
32 Textiles,/manufacture,
* leather 

48.7 

14.8 

51.3 

85.2 

100.0 

100.0 

58.2 

10.1 

41.8 

89.9 

100.0 

100.0 

65.8 

12.7 

34.2 

86.3 

100.(' 

100.0 
33 Lumber and furniture 43.1 56.9 100.0 30.2 69.8 100.0 30.1 69.9 1O0.r 
34 Printing and editing 

paper 18.6 81.4 100.0 1.2 84.8 100.0 12.7 87.3 100.0 
35 Chemical, -rubber and 

plastic products 38.6 63.4 100.0 28.6 71.4 100.0 28.4 71.6 100.0 
36 Non-metallic minerals 27.0 73.0 100.0 17.6 82.4 100.0 15.0 85.0 100.0 
37 Basic metallic products 17.8 82.2 100.0 13.4 86.6 D00.0 19.1 80.9 100.0 
38 Metal machinery and 

equipment 28.2 71.8 
-

100.0 20.8 79.2 100.0 26.0 74.0 100.0 
39 Other industries. 47.2 52.8 100.0 55.3 44.2 100.0 23.4 76.6 100.0 

SOURCE: Table 3.36. 



TABLE 3.38 (Brought forward)
 

REST 
REST OF 

19 
CENTRAL 

. 

REST OF 
1980 

CENTRAL 
WORLD AMERICA TOTAL TiORLD AMERICA T 0 T A L 

-TAL 37.8 62.2 100.0 30.6 69.4 100.0 
31 Food, beverages, tobacco 

cloth"2 Textiles,/manufacture and 
leather 

71.3 

27.3 

28.7 

72.7 

100.0 

100.0 

56.3 

18.7 

43.7 

81.3 100.0 
33 Lumber and furniture 45.9 54.1 100.0 44.1 55.9 100.0 
34 Printing and-editing paper 10.5 89.5 100.0 18.4 81.6 100.0 
35 Chemical; rubber and plasctic 

36 
sustances: . 

Non-metallic minerals 
32.1 
30.6 

67.9 

69.4 
100.0' 
100.0 

30.4 

6.7 
. 69.6 

93.3 
100.0 
100.0 

37 Basic metallic products 38.2 61.8 100.0 29.9 70.1 100.0 
33 Metal machinery and equipment 30.9 69.1 100.0 32.0 68.0 100.0 
39 Other industries 24.5 75.5 100.0 20.7 79.3 100.0 

SOURCE: Table 3.36. 
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in spite of the fact that the figures of the production volune's destination structurc 
(Sections 3.2.2.1) show an increase of its external opening in 1981 simultaneously

with a production increase, 
 which would imply that its physical exports increased, the 
estimated value figures for 1981 show a reduction of the dollar amount it exported
during that year in regard to 1980. This apparent contrad:ction could have its expla
nation in errors in the records, due to the effect of invoicing for lesser values or
 
to a reduction of the dollar prices of the national products, proportionally higher
 
than the growth of the physical exports, which is somewhat improbable.
 

It is important to underline the effort made by the Non-metallic minerals divi
sion to expand its exports in 199l, 
as a result of which it was successful in increas
ing the value exported the previous'year (1980) b$ more than 100. 
 On the contrary,
 
the exports of the Other industries division decreased considerably in 1981 (-470)
 
whilst reducing its importance as a foreign exchange generator.
 

3.2.6.3 TRADE BALA\CE OF 'ME INDUSTRIAL SECTOR 
1 

Toining the figures on exports and imports of the industrial sector 
shows the impact of this activitycn the country's trade balance (Table 3.39). 

The trade balance of the manufacturing sector (negative) represented up 
to 1980 approximately 60% of Costa Rica's exchange balance- (negative), but this
 
standard of behavior was broken last year when industry's exchange inequality care 
to be almost twqice the country's exchange balance. The arguments used previously to 
explain the behavior of industrial exports and imports separately, must now be 
jointly used to understand what has happened. 

1/ Including in this case the fresh beef and 
agroindustrial products. 

sugar exports, considered as 

2/ Except 1977, in which year it came to be 80% as a result of internal demand, 
pressures. 

.'1'
 



TABLE 3.39
 

TRADE BALANCE OF COSTA RICA'S INDUSTRIAL SECTOR
 

1976-1981
 

(Thousands of dollars)
 

1976 1977 1978 1979 1980 . 

INDUSTRIAL SECTOR'S 
EXPORTS1/ 255.383 302.871 314.109 371.062 478.817 

(-) (18.6%)3'/ (3.7%) (18.1%) (29.0%) 

INDUSTRIAL SECTOR'S 
IMPORTS 2/ .9 358.242 461.686 503.590 645.320 793.900 

(-) (28.9%) (9.1%) (28.1%) (23.0%) 

TRADE BALANCE OF 
INDUSTRIAL 'SECTOR -102.859 -158.815 -189.481 -274.258 -315.083 

C-) (54.4%) (19.3%) (44.7%) (i4.9%) 
TOTAL'TRADE BALANCE -177.471 -193.266 -300.823 -462.421 -522.055 

INPUSTRIAL TRADE BALANCE 
INTO TOTAL TRADE BALANCE 0.6 0.8 0.6 0.6 0.6 

I/ Beef and sugar included. 

2/ Crude oil included.
 

3/ Figures between parentheses are growth rates with respect to the previous period.
 

SOURCE: Central Bank of Costa Rica. 
Balance of Payments.
 

1981
 

497.368 

(3.9%)
 

821.190
 

(8.4%)
 

-

-323.822
 

(2.5%)
 

-176.2,.0
 

1.8 



--
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Briefly stated, in spite of the strong devaluation of our currency in 1981 the indus
trial sector was not able to submit itself to a contraction of its imports to the same 
extent as other sectors of the economy were able to support, since it would have 
implied reducing and in many cases stopping the production process, abundantly fed by
imported inputs. At the same time industrial exports were not able to expMnd rapidly 
since the manufacturing sector had co face restrictions imposed by its structural 
characteristics, (strong devotion to the highly protected internal market, high import
ed component, etc), to limitations resulting from the adverse situation of the world's
 
economy and particularly of the Central American market, the main external buyer'of
 
Costa Rican industrial products, and to the uncertainty caused by the undefined
 
economic policy in the past three years.
 

It is usually alleged that the impact of industrial activity on the trade balance 

should not be seen only through the visible figures of export and import but that one
 
should also take into account the non-registered effect of foreign exchange savings
 
caused by import substitution. This is 
a valid but weak argunent if it is"used to
 
justify an indiscriminate or incomplete substitutive policy, due to the high social
 
costs it implies. For instance, it is true that the changing of the country's
 
import stiucture--giving it priority rank for industrial inputs (a rank previously
 
belonging to final goods) was necessary to begin industrialization, but interrupting
 
the substitutive process to other levels of industrial production has intensified
 
submission to external factors not only to the availability of imported goods for
 
the final conseuilr, but beyond the country's productive haacity, that is, beyond
 
its income generating capacity. 
It is thus that the correction of the weaknesses of
 
our industry and the reinforcement of its strong areas requires in the forthcoming
 
years to go deeper into the industrialization process and a severe identification of
 
activities worthwhile maintaining, promoting, or starting, among which we will
 
undoubtedly find agroindustry.
 

3.2.6.4 D1VlRNl TOPICS RELATED TO THE INCtEASE OF INDUSTRIAL EXPORTS
 

The preliminary figures of the Export Promotion Survey mentioned 



previously may contribute to the diagnosis bf the expansion capacity ofindustrial exports in Costa Rica and therefore this section contains a part of the 
main results that were obtained. It must be remembered that the information refers
expecially to medium and small-size companies which, aas matter of fact, are the 
ones requiring the greatest support to start or to expand their foreign sales, since 
the large companies are either a part of transnational corporations or due to their
characteristics are better qualified to act independently in the task of increasing 
their exports, it they are interested in doing so. 

Of the total companies interviewed (109) more than half were exporting at the 
beginning of 1982 (Table 3.40); however, six of these companies stated that in 
spite of the fact that they had exported in 1981, they stopped doing so at present. 

When the non-exporting companies or thosewhich were going to export in 1982 
were consulted about the 	 reasons for this behavior, their answers covered matters
 
such as the limitations imposed by their costs (17%), 
 the export paymnent problems
(141), lack of information (13%) and lack of financing (12). In the item on other 
reasons (30') 
 the 	main limitatios mentioned were insufficiency of their production,

lack of raw mater.ials and the absence of an appropriate administrative and techni
cal 	resources organization to attend 
 the 	external market (Table 3.41).
 

All 	companies were interviewed in regard to their availability of information 
on the external market. As was to be expected there were more information deficien
cies in connection with the rest 
of the worl than with the Central Aerican market,
but in both cases it was pointed out that the least known aspects are the volMnes
 
and continuity of orders 
 that was required (62% and 53% of the answers in each
market, according to the above stated order) and 	 the financing conditions of future 
sales (52% and 44% of the answers in each market). (Table 3.42).
) 

Almost three fourths of the exporting co)anies stated that they were financing their.exports with their own resources (Table 3.43) hoi.cver, a similar portion of
companies interviewed assured that to export they would require credit (Tables 3.44 
and 	3.45). 
 The 	credit resources are mainly required to finance pre-exDortation

(44% of the answers) and exportation tasks (320 of the answers) and to a lesser 
extent to expand manufacturing facilities (21% of 	 .the 	answers) 1 

1/ 	 Be it remembered that the insufficient production volumes were pointed out 
an export-limiting factor. 

as 
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TABLE 3.40 

EXPORTING COMPANIES IN THE EXPORT PROMOTION SURVEY SAMPLE*
 

1982 

(According to number of answers)
 

Exports at present 57 
(52.3) 

1981 exports 63 

Totalf9 57.8) 

(100.0) 

* Preliminary figures 

Figures between parentheses refer to percentage
 
with respect to total.
 

Source: 	 Economics Research-Institute (Export Promotion
 
Survey).
 

TABLE 3.41
 

PROBLEMS 	 LIMITING EXPORTS 

(According to number of answers)
 
1982
 

(In percentage)
 
i 

Total 
 100.0
 
Cost 
 17.2
 
Eiport payment problems 14.3
 
Lack of exports 12.9 
Financing 
 11.4
 
Not interested 
 7.1
 
Transportation 
 5.7
 
Processing 
 1.4
 
Other 30.0 

* Preliminary figures 

Source: 	 Economics Research Inszitute.
 
Export Promotion Survey.
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Quality 

Price 

Finnncinl Conditions 


of Sales
 

Volume and continuity
 
of orders 


* Preliminary figures 

Self-financing 

Foreign banks 

National Bnnking System 

Credit Suppliers 

Other 


Preliminary figures 

Source: Economics Research 

TATM.Y 3.42 

INFORMATI ON ON FORFIGN ,ARKrT* 

(According to number of annweis) 
(In percentnges) 

CENTRAL AEIERICA 

YES NO 

REST OF WORLD 

YES NO 

62.4 
60,5 
47.7 

37.6 
39.5 
52.3 

56.4 
52.7 
44.5 

41.6 
47.3 
55.5 

46.R 53.2 37.7 6?.3 

TABLE 3.43
 

FINANCING OF EXPORTS 

(According to number of answers)
 

1982
 

(In percentages)
 

73.0
 
7.0
 

10.0
 

6.0
 
4.0
 

100.0
 

Institute. (Export Promotion Survey) 



MAILE. "1.41, 

CR,0l:IT RIrIl*'T FOR FXIOPT* 

(According to number of nnnwer.) 

19R2 

(In percentng.em) 

Requi ret 74.5 

Does not require 25.5 

100. Q, 

* Preliminary firuresi 

Source: Fconomicq Reenech Insti tute. Export Promot ion 
Survey. 

TAM.:1 .4 5 

PESTINATION OF TTI1. REQUIRED CJEI'IT* 

(According to number of answers)
 

1982
 

(In percentnges) 

Pre-export 
 44.2
 
Fxportnt ion 
 31.7
 
Expnnsion 
 20.8
 
Other 3.3 

100.0 

* lre]iminnr, figuren 

Source: Economicn Renenrch Inntitute 
(IICE).
 

Export Prromotion Survey. 

http:percentng.em
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7.1 

TAl1TV 1..46
 

IPTI 1.1ZATI' 1 OF.FI:;mAr. P'I'NTIVF'.; TO FXvPowrT
 

(According to number nf nnswer~i)' 
(In verr en glem) 

CAT (1) Cix (;) 

bt iize 32.(, 

LoeH not utilize 67.4 '12. 7 

IreIiminarvP fi gur,. 

(1) CAT 
- Tax Credit. Certificate
 

(2) CIIEX - Exp~ort Increment Certificate. 
Source: Economics Research Institute. Fxp6dt Promotion Survey. 

5.4 

TABI.E 3.47 

REASONS FOR NOT USING FISCAL ICENTIVES TO EXPORT* 

1982 

(According, to number of answers) 

(In percentapes) 

CAT_ (1) FIx (2) 
Not acquainted with 
8v.'term 30,4 35.7 
Lack of requisiten 63.0 6,0.7 

Other 6.6 

Ifon. (i 

P in iarv f i gresl'r' 

(1) ONT - Tx C'rd i t C' rt ifi rate 
(2) CII'X - lxlort Incr,,',nt C,'rti fi c-nte 

.S irce: l it!; .e: rch in,:titllite. Tl.xpo rt Promot ion Survev. 



T.A'i.:1. 48 
Ol'r'; j O (_ ) C F X ( 2 ) H[I-A J.Nrn CAT A ': A!: 

TN;CI NTIV:!: TO 'X1I'RT* 

(Accordinp. to nimAtr of nnm.,ers) 

(In vvrc(ntn;-vs) 

CAT Ci I' 
Ade.quate incentive 77,1 "
 

Not adcoulitp 

22.9 30. 

10o0. () 
Preliminarv figures 

(I) CAT . Tnx Credit Certiffint e 
(2) CIIX - Fxport Increment Corti fi on te
 

Source: 
 Economics Resoarch Institute. 'xport Promotion "umev. 

TABLE 3.49 

TRANSPORTATION PROB,1F31S TNEXPORTS * 

1982 
(According to number of answers) 

(In percontnges) 

There are prohlems 
35.2 

There are no prolhlems 
64.8 

10o.0 

lPrt, im inarv fi gu st,.
 

Source: 
 icononic-it R(':S;€,rch Insti tir . Fxnort Promotion SIrv,v. 

69.2 



J- )[I( 

1982 

(According to nnmber of nnnwrra) 

(In percv'ntjp.c,) 

Cola~ (ifiwrv.ice 

Tlhi-r in nov &irtcr nervlce 

Frv;jm-t-'v of nervice 

Mi n Imilm vlrI ('qui red 

Ot h e r 

PreliminaryP figurca. 
SOUICTI: E4unic.. Re*tarch In;titutcE. Exptort rlm,,t ion 

TAIIL.F 3.51 
il-InN'N (IN 'I'INfl [SA 

(Acord inr tO nilllr of ;i'nswers) 
( i n pg,,'I't )Uc .


Very riskv 

Fairly risky 

Little rink 


PreliminaryP figures. 

SOURCF: Econimics Research Institute. Export Promot ion 

TABIJ: 3.52 

';i. ; .
 lI! ! '. -. " i:i:.! . . 

(Accurdmni. f,I:-ur of .t.m .'wcrs) 

(In percentngen). 

] t '
r, .I ',, 
1 11. 1 ,, dv 

'V rl im inlarv I .urc 4.q. 

20.0 
1 . 7 
10.0 
I H 3 

Survey. 

18.6 
39.2 
42:1 

100.0
 

Srvvv. 

I X . 
1H2.1) 
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lr ' inlOireign export.s simrit]t .nnui's] lx;owec'r, it imst h, taktri into "
 

acon<t tit tha;t +"tch all a t e'tna:t i v'eon+ild l'it (c. nsid v.,rl+] v.o wsl(:i,w)t,~ m tlnI
 

'lit r.l)r'('Iit .. . 

IT(.'IS tiO J [r .([I701.
3.3 P'R OS; OF} NTl.:l Sx~ 

The ItIce' 't:1 i t v ' ,ir-0111it'J., t ii tn tconoili Fi el I c(o) has ,., I nn.hI c the t rv I' I)(. 


in tlt aIst to 'v;rshul., t'n' to such an extet'nt that it Awill Ib verv dliificult 
 to 
11aI t' c. t re'c.st (nI tleht IttJire eT\l i ioll o ;Orli' ) t'JCl ('-II0(oiliL" ic,ll. 
Neither t1' stAt ist icai moudl Isbased on, ru;sst"d t ndsllt'I" twt' urc .tiol'; inal('. 1v 
the inditis tri :l ist.s thn'ris.el s onr thl iebehavior or t1iei r (M,'l crhiiu,)ri i .'S, IL' ;t',ll)
pr ia'te, to me est imates tulecr Hlie very tiCertil Uiicicin;istalcs thAlt Iiavu ht'll
 

Faced ", i ititst riala Fi nns.
 

The above limitations must he taken into account upon internreting the Follow
in lata. 1--1he projections are bnsed on information nf the TnrItstri al Status Strwev, 
maeIt, in November I198,1I and b'fore presentin, th1, resnecti ye restIltts it is ,dvis;ale. 
to noinlt oit that this sturvey is de: irlnvt] to measure the )ro+duC-t'S evo I01 ion, SO 
that its covor:i,.e is less in etup ]onirren t tvens.
 

3.3.]1 I O I (NO'lIClT+ 


Actdin , to 'stimates mNe h)' the indistrialists, dring, th' first sem.ster 
Of tiis tIrrent ye r pWtnhict ti(n will ,Irop1y _.', Followi , the aate sln, in tie, 
last six month,I 19 ( It foreseen tlh:at Ill' m1o1st a f -C'Illf . lei 3.w3). is 
(Ii\'i.; iolln ; will Ihe I.r r i, ,w,I It i ti , 1urnni t ain l tm iir ' t r I ildi'.; 

., Ml t o.w a'r d' it, l u il .i,tr i u' . h h i t i n; t H t l th d iv i s; m orl' n' wx i l v' , mn rat li 

u'atltr w iI Illl i' llt, it I' i't L w .
 

17)
 



TABL.E 3.53 

EVOLUTION OF THE COSTA RICAN IMA,1fFACTTNpzG INDUSTRY:
 

1981-1982*
 
(Variation of Physical Volume of Production with reapect to same
 

periods In previous year)
 

1981 	 19821/
 

I SEM YEAR I SEN YEAR, 

3. Industry Total 
 2.6 -4.6 -2.0 1.4
 
31 Food, beverages, tobacco -5.0', -3.6 
 2.5 0.6
 

C.Ioth32 	 Textiles,//manufacture & leather 3.4 1.5 5.6 11.6 
33 Lumber, wood products, furniture -4.2 -4.6 -12.7 -2.3
 

34 	 Paper products, printing and
 
editing houses 
 7.5 -3.1 -7.5 -5.1
 

35 	 Chemical,, rubber and plastic 
products 
 5.1 0.2 -6.4 0.7
 

36 Non-metallic minerals 
 -19.4 -18.7 -4.6 -4.9
 
37/38 Milling -12.5 19.5 -5.2 0.4 

39 	 Other manufacturing industries 7.3 
 -3.9 -18.3 -11.0
 

* Beef, coffee and sugar excluded
 

l/ Estimate made by industrialists
 

SOURCE: 
 Economics Research Institute (lICE), University of Costa Rica.
 

t)i 



xixpect'ancles for tile second semester of this year are very favorable !ind based 
nruinily on the hopes for a better environment for the develolmx'nt of Ind-;.tr ll
 
activities under the present a(bnlnstration. It is estimated 
that the r('CIvry to 
be achieved will he sufficient to amply ccxnpcnsatc the unfavorable results of the 
first semeste , so that at the endcf the year prodtction will show' a positive
 
growth 
rate (1.410). At the level of divisions, Textiles, manutfacture and leather 
will continue being the most active one (11.6%) and Other mtanufacturing inltds 

tries the ]cast favorable one (-11%).
 

It is interesting to mentionthrit statistical evidence has shown the non-'
 
existence of defined patterns 
 in the entrepreneurs' projections. For instance,
 
no significant correlations were 
 found aiong their estimates, the company's size,
 
the imported 
component of their costs or the production percentages devoted to
 
the internal and external mrrkets, thus making emphasis on the effects which the
 
uncertainty situation mentioned at the beginning has provoked on the development
 
of the country's economic activity.
 

3.3.2 	LNYrII, NT
 
In tle case of employnent it is estimatci 
that during the first semester of
 

1982 the ntnber of wage-earners dropped by -2.7%, with respect to 
the same period

6f the past year, thus suggesting that the employment drop shall l)e slightly more
 
accentuated than that of production (Table 3.54). 

Contracting drops are foreseen for all divisions, but Milling and Other 
industries stand out with the highest percentages.
 

The foregoing results must be compared to what we know has occurred up to 
now. In this respect,the household survey figures show that in Mtarch 1982 an 
increment took place in the wage-earning poulation of the industrial sector 
equivalent to 4.4 %, with 	respect to the month of March 1981.
 

3.3.3 Tr,;l.:S1M:NF
 

no toThere are figures show the foreseen investment aounotts; however, table 
3.55 	 contains infonmation which would make us expect for 1982 mounotts of . 
investments lower than those for 1981. Of the interviewe.l e,,tiepreneurs, 681 
stated that invest year thttthey would not this current as to 491 indicated 
the same thing last year. It is orthwhilc.mentionin, that this is the highest 
percentage of answers in this respect since thi-s samc question was posed to 
companies forming part of the sa~mple of the Industrial Status Survey (1976). 

ql. 

http:Ind-;.tr
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TABL.E 3.54 

(fSTA PICAN ?A1 1''AVT!1?T, Tll)!'STPy :DIDU,,(y,,..T
 

.FOR FIRST SF'21EST.R F1 1(q82'" 

(Varintions in relntlon to I SemcHter of 1981) 

Sectors 
 - Percentage variation 

3. INDUSTRY TOTAL -2.7 

31 Food, Beverapes and Tobacco -2.8 
Cloth

32 Textiles,/Manufacture and Leather 
 -0.3 

33 Lumber, Wood Products and Furniture, -4.3 
34 Paper products, printing & editing -2.4 
35 Chemical, Rubber and Plastic Prodicts -4.5 
36 Non-metallic Minerals -5.6 

371,,) Milling -2.8
 

39 Other Manufacturing Industries -5.3
 

SOURCE: 
 Economics Research Institute (lICE), University of Costa Rica
St
 



TA! I"TY1. 5S
 

TNVESTMFNT PiROS Iicr IN FTXI.I) A.SFTS TN TIMF MA.'IIJIAcTp'C.' 

JP71D';TRY TN 1081 AND 1 )2 

]91 1 1M822/ 

-Will inve;t 517 
 32:' 
Will not invent 49 fig 

TOTAL 
 100 ](O 

I/ According to Survey on Indus;tr.l Stat, t e-ut1081 

2/ According to Survey on Industrial Status-November 1981 

SOURCE: Economics Research Institute (lICE), Un'iversity of Costa lica. 
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3.4. 	1 A .;lARTN(; Ifl [N1 

'111e indust rial sector can play a key part in thl t:sk of react iVat ilq (DiCst:i 
Cic:i ('cOInomy in a short Itvn,n ince, due to its chlaractcrist ics it Itvn(s to re:spcirid 

more rapidly thall the ;1iricultllra;ll sector to the incentives oflered to. it. Nnw, if 

in t lirv;iii Is is the country's interests, it is not a seriols atll itude to ro' l v I 
group of actions to st imlate industrial activity, setting as ide the tcatCli u,s Of its 
o,%wn history or ncled ini, the consequences such actions may calse in :N meditimu tetmn. 
In other words, even thoii,,Ii the order of priorities requ ires immnediate act cmothe 
eco(nomic bases tle country has at this time to ,et Outipf the crisis , as far :s the 
indust ri sct or is concerned it is"i idlisrensable to simTltanoi siv correct its 
basic defects. Ibi is can he stated hv usii, ters that have b'come oft conMnon uIse in 
these cases, y ! i.vini, that of the measures to xe adopted to reactiv:te the industrial 
sector some bhelon, to the dimension of the sector's conlo.itnctore and others. Itl its 
struct ura l dimension, so that it is of utmost importance to know the iiitirc 0f thWe 

proliltIns faced in each one oSsuch dille.'sionS. 

3.4.2 TilF ,',IORT-'ilh I)IMIINSION 

3.4.2.1 Main Problems 

The extent of the problems in general affecting national industry at this 
time may he Sep lrated in two groups: problel of supply /ind problems of deCmuland. As 
far as the supl1y problems is co}ncered , the main difficulties refer in I irst pl ace 
to tile insufficiency of financial resources availgable to tihe compnies ill M-rt1,0r to 
operate. [Ie financial adversities Wer' worsencd h th.e devaluaItion :nl b' th' 
count rys lack of Capabi lit y to make its foreign l'aSi~len ts. These ictors hIrot:httwo 	 0 

about a in nnbe r of happI ig s (incuren ttof tihe colones :mounit for servicimg tihe 

companies' external debt, stricter mechniisms to buy nati on(il and foreign input s, 
stricter conditions to obtain letters of credit, increase in the costs of inoills, 
etc) which have forced the c(mlanies to have lar. vr volumts ) woirking c:aiital , which 
('e ;) trn IObe v50 	 out ini.iiuf'ici t 'or thv rt' oe irat ion. .Himiltt: Cent, t suplll"l.\', i 

of credit to the industrial setor lvythe National Ifanki. Syst em disaccelt'r;ilted ill 
iioinilil I.e'nns dhiriinj tie p;ist tw'o V'Irs and it dropoei'd ofrast ic;ill\" itireal It' 'is 

htis cont 	riblit ill)' to 1 kill ht' I Fiiail'IaIs iton ie s so lid. I:1iglt scom ;irvie' it 

or c;jiit a artad hive niaturllly' ;cted dcci ied.lyi" in this respect. 



A,. a r lI;t of tie If Ii1),. , 11hIt i"" in Ic ' ir I t itn ; ;ec u'nI Ittl ac tul II't .li 'fictil 
ti ". tihe i iwm ,'ll\,i%', r;n, I I,h.ve iin nlI liei r ' i iitr1i:il.-i, tNiil +II itl . ,ate I CO -r
tig ii in; t l nwq)tni oes lit exoort its prodc ts. 

HIcsides these to'o mainIproblns that art hiirdvriu',, Prouct imi i,'Pina' it ;ismnt ion 

aln iriuctie ate limit i!. f:actor of supply, tlie fact tihnt in tine opin iom ('ltr or<of t ine 

niviurs the inst:illed cairlcity is he ini, 
 lsl in a percent,'iv, wlhich, tinlhr tin Drr,stit
 
ci rciistNicL'es , is as an Nverge revlti\,e] 
 hig h. The imnort ;nt Mii, is tiatt if t he" 
have that ori.in ion l+,hevossihilit ies of stro,.lv increasin, inlustriol onthtinn couild 
not Ix.' b:sed ilnnlV on] \ onl the hasis or :i ure,'tr use of' inst:i11,el c;nh:if ltl, ill
 
mnrw cases new' 
 inves ti,:i ts Will hbe necess;ary, lltt e11r tpiese Cilcti'st11:1tice S.. rt alur'h;ilps 
what is rquiirvti is an aihincd.nt credit ofrer to the iniuhutstri:l seuctor, Siie NI; %,:Is 
previy se n, in "rinfnn:!" times Costa Rican indhstrialists were hi,iii " r']tic,.';ttit tn,__-isume the risk or invest i lni,their own re'snurces, which at t ittxh has Pi''l V tIM r -1 

in the past two years. In this sense, it is ilso of vital imi ,rt;uce, to cli.rl\' deHui 
what the private sector I;s called the 1'ruiles of the .aie'', tIat is, t,'hlilicis
 
wiich in regard 
 to private activity (in this case, the indutstrial cti itvil the i,.vei'n
meit' pretc.ids rcachi ti. ,hlii,,its atdmini rlsation thirS i eu 

i;;p] cmeuit .stc oh '.t i'es.
 

id tui I, tiotc, to 
jeci 


In regard to tie deii'id pMrblems, it must be pointed oirt that in vi, of" the dron 
in the population's real incozne, internal dlernd for manufactured rroducts has con
tracted, especially in the durable consumer goods manufactuorin. industry, and in the
 
ceuniit prdhiucts itudtistrv. Ile demui d fOr 
 the latter f~rouhrcts c'nllI ltet't iV:1t1.e 
by Ircais o f ;l intense linusi, constructimlProgram, havewhich at 1li st-te in-e ownil l 
other related favorable effects. 

'llTe xossibil it ies of exp:itdiou' thlie int ernal (lMIid fOr ni-duItr:tbl, t'rtiler igoodhk 
are very difficult in a short ten , siic', a rapid recnvei of incmre w tihit lorIreaI e. 
ret i red, in ary w:av, ig elBuit reacti vat in, (tlurbloe c(nstum'r igoodls ratf;lurctiri n' in
dtistry l.sed onI a.getl" initerlnn dettnid, Couild Ihave di saulv:llt.t nous imoll ici ins s as 

will i',Sei liereil fter. 

'll l ii lit it':; to t:ukt' act in"t t t' ext ('rilalI d4-i:uniu , thl't.t lt' hi Ii,;, o,u,;, 
it ies of iincri+, ,.iig exp rts, .cqiiir+, t}hitt deficinciens reg..t tin, iil'nntiii;tw tunthe 
ext, inol m:rkct:; irnd lro luems related to ;ahrtlec 

http:aihincd.nt
http:stro,.lv


l v'(l IIni,'; and tytialit V h' 
ipate in ilt('rit i(nu: l l:irkmts, since ini man cases the product ion is (oill\, il,.id to 

eet internial dminan. It is also reilired that transportation 

p'(di ic l )Jt : h e5I)lx'cl, ini order to) he able, to !;il( '(,-;- Ill Iv l).;irt ic

plrhli ms :esoI'cde, 
(connect ions, freqIuencies, flxibility, etc.) and that financing frici iti,,s he ranted 
for the pre-expnrtation and vxrortation tasks and for expand i ig tAe installdt, ct.acit v, 

mlinlv to tA' cmtulivs that are stairt in, to export anid which h.'veI lhiglitt ial 

to cont inue exix)rt ini, in the future. 

3.4.2.2 Aci-ion areas 

Before mentioning the areas in which action. Nialx, taken itmeld ai:ltt, Iv and 
their possi1e implications, one minst first estahl'ish a princi ie for :icti(,n: thie aid 
to he granted mist necessarily be discriminate both at the level of in li, r ila I vroulp 

ings and at the level or cnnpauiies. This princile is requiired not onl]\ ,ii, t, the 
limitation o)f funds hut, k,'ha:t is more important, because there is a serivs of cnmpan ies 
or activities which even though it is true that they could well coiit intii, nr;til, 
with certain stiport, for several reasons it is not to the cnintrvy's ,lviW zit ag to 

invest efCorts in keeping them active. This justiffication of such lrincile . -',lls 
ethereal; however, in practice, ohservance of certain indicators may gitii d.' tl1e 

selecting of the companies which it is worthwhile saving from bankrutc,. fNe could 
suggest, for instance, capitalization for the past ton years (reinvestment of profits), 

value-added,_ share of wnges within thc- value-added, QenIrated employinent, tercenta.e 
exported, export ing potent ial, imported component, protection received it Present 

and possibilities of subsistence with lower levels in the future (foreseeil,. subs

titution of intenediate goods). 

ON the other handl, imiplementing the nrincip~le is not dif fiit cither: 

the banks of the Nat iona I fanki ng System have sufficient technical te rsOIII I' l I I 
is capable of carryin g out that task under stpervi sion, or an ad-hoc coiuiiit I ce may 

be appot imtcd, M:de 111 of members of private enterprise ard t lie State, to MCk, !.iHch 

select ion. 



Wi Ith rtv I.(.(.'t t( thIt( riaI lrv, ()I* tit . fi (I t hc,. ro Itcm.; lio illt (1,1 tint 

c I rls I), w OII, thle di ffic.uit ivys coe rni ,i 1n1c inp,ut it' n ;inl ' tilv of r n'
 
111;1tcri a ;I nlist t,('pri ri t iri I\ t. 
 c.i.' (, of. 11 Iith s r(--;ic~ t it lt,'.,,itIl

ait n IIti tq +I N'S1,zt: Sutch a s t ilt, . + creI( it',,ni 0 Cl i t l iii(t"; to ~ l vh 't itlt'lits,
 
1tv .s<nkulthlilq. (11" thet tcxt~i rt tlis.coiinlt ' 
 and.'ttilt' pi ,iit ,!1,'l,l~ ll( ', '1 

the piri\.itc, ,4vctor's vxtCrnal dvldt 

As itt',.: rls the v raint inip of rontrcs for irwe,4tliu'uii , ilR:'t e-xinte'WlIi 

secms to0 slt.pvest thiat it is necs;;iry to staithlisi rigid contrls t iWnre 
t he utse of thle resources as 01 :innetl 4 

It is pssilt!e th:at in n:m t ca;.svs t here will itsi tit ion in ,t 'hic
 
the coiiwanyiiw requring thw restircvs hotih Or invnstmifii and tnter.at ittit
tt'es
 
lot hive tihe solvec t luiisittes irme
. Ihit cornsil t t l re1st'a! tI.l l 't0101
 
cases thti Finirinciaa inloriltit n01. -nihI 
 be. coitllICHItn t td w,ithI intIid'ft in';. '1n 
Ns 1htoe preyx,io1s! y' Int ioted, S i'C nther'ist, tlie, reI'.ect \ id i .ItIt 1i,,1 
rec. 'h ilhose for whtlicl it is reilly int td, 

In accordance with the foregoing consi deraitions, a selectitt siall1
 
be attempted of the activities towards which the aid should he directed and
 
starting 
points shall he given for the tdiscussion on the imnlicati01s it 
could-.possihly have in a short teni. 

lie primary select ion criterion is the Percent;ipe of the ValIte atlded 
hV each activitv to industrial production, keeping, in iniid the effects which 
its gre'itt r strength would pirovoke on nationl incOm. Fo(llin. ihis critve-iom 
b' ietrnns of a First aiimir;ich, ti ti foilnowinp four key industri:l tivisi "s
 
re, identifritd, which withoutinnsiderip, the 
 tmdit iontl ;ipro intusiti'v Itroces 

s ing plant s, mi ills, s!Nn.httrhntsti s inti beef aixckinQ iil ants) i' tse,en'ra. cl o 
to . of tine 'W1u' ild'd iN' illdhi,,tr, i I 9180: l'(t0 l, latx''rind,; ainlt o -cco(3701. , Ttxt i t'vs, /4 11" Icl~tt ', ,nrc~ ic tlicl + it'lica~l, ;zz111d (I 'ic,( .111d~ l ikt 'i."i 

prodlcts ( a'nd)Manlillingt (112). 

.Q,
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If ll,,,ervc ii mor, th('ta I th, cri I rWniis' aSil iit ion id I I p, init 
id fntifryiny tlhc fti lL , .'in v kvt group ing s to %,Iicti ltIIIId c a, Ivisa IV 
to grant prioritvy : od, textil ,;s, mannfact tire,,, Ihlf' r, p1 ilitill I! 1115's,.
I tlitfar tiite If o t Ii r cr]iliiiCa l p ml. IISt 5, Illl;ii t-tll* t ,rC(if,t'iI'lit indI0 CimeteRI 


prOItiCt .S, IimitLiC't I ih Lw 

matei, alI . ,ho iiit' 


-e of cI ePt ric- mach in: -v iiI maini t i"m' (if t ';ii'- i t't i in 
i , uiljilii,'s i'( ,ratt, .'IYiW. I t lit x';lllic-i fddI I, fIhe
 

indltria:l sector in 198() and I,. call he 
 ippreciated thre (ofl them 1i nit 
'lll1 ,,lr in tit, select ion b' divisions llilx'V lim , lr int on'll, i1ise, And 
miltliiactme or Cement ;ndcl concrete products. 'lalbts 3.5(h and 3.5.7 ,m~irine
 
infornnit iOfiwhich 
 is of interest Cor lui-Posts'o.f economic i(l1 iCv :ind IIaa;,d
 
thereol s0e0 CoMlnitllts all he illade on tilt i icat ions
ii] iniv lttV(d ill Iirtii'llt i' 
thet :nenlitoncd .iCti,,ities. 

3.4.2.3 KEY JIrV IwF NF. ASO) flllIJN(Si 1 RIlA(ri1WrT I 1lll !Tlm'l'l \l. 
10(.ItR IN :A SIHO(R' 'liRJM. 

A II 


(,cle mahly, tihis lix'ision 


1:011l), 1IAT RA'l .vuF INtD!T..AtI 

is st ron,,l ) orientd tiowairds the init iiial
 
market, so thalt its react ivat ini wou]d 
 have to ColIteml;ittll iltA eqii t,I 
incentive to internal demand. A gre'ater activity of this division would not
 
tend to provoke very strong pressures on the trade balance, since the
 
imported complonent of its costs is 
 re iat iVeIy 101'; filrheIIr, , Ii t that 
Same fact it wooild IV VenCo ilnl e ;ictivitv of the li tit liIri' l! .wcr 'ins mdiich 
SupI)1 V most of tilte C(ponvIt s of tht, ir productsh. As lI r as tl, iiis l:a ItI
 
capcIC'ity is 'COnlCt rned o1 muist 
tak, into ailount that the inossihi Iit it.s orf 
expalndiii tlietiriProduct ion ti i i li,, the present aic. ties more iii<'il' vt , 

:Ire VC y Iresrictt I. 

1rt liet' t' ir tarc,s colirentrItl id on teie food indiui tlrv, ilat i-i; t'ell 
staitctl with rt'si't t(o ililtilcm ii |lt'iniaiil ind ilt' impliorted tomli t'llt i,. I i ,LiS, 
:i clliilli1 c. A I' vl,I-(I:; ii; , 1 I t I CAPA Cllit lt yll l1 I 1: ke iii t I I1 1 i :itit 111.1i\' L- t I lt iti' ;lls; op'''" illc:to lrlt i k't it'l~ lthali ill tilt' c';io v t1* lt' 

division Is ai whoeI . 

IFIUI I i.. 0, trlIl Mlik1.ulA .IIII i t I tlilli'R.'1'1 i t i\ i ,, !, i x-t,ni itlviltifici. ,as tIlk, (inc with tilt. lirgvt,,, t'o ltorlt-il 
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opening. From this viewpoint its reactivating re(uires ;arpromr ite 
incentives both in the external and internal markets, but the truth of 
the matter is that it depends to a lesser extend on the Ltter than the 

food products industry. Although close to hal f of its costs are" of ;L 

imported origin, the possibilities of increasing its exports coulld onmnse 
unfavorable .effects of its reactivating, on the coLuitry's trade h;al :mcc. 

On the other hand, even though the margin to increase production 
offered by its installed capacity is greater than in the case of the food
 

.products industry,' it is not very ample, so that it may require new invest
ments.
 

Orienting efforts towards the groupings of textiles and cloth manufactur 
bring in certain variants as far as installed canacitv and the markets to
 
be stimulated are.concerned. 
The textile industry ismore oriented toward
 
the internal market than the division's however,average; it is a case of 
production of intermediate goods. To a'great extent its reatctiva ting,, is con
nected with the reactivating of the Cloth manufacturin. industry vhich is nre
eminently devoted to satisfying the external market. It is herefrnOM inferred 
that the export increment ofi~earing apparel would have direct favorable ef
fects, on the balance of payments md on employment since it is a relatively 
labor-intensive activity with respect to the rest of the industry, and 
related effects, on the textile industry, to thd extent the latter sunlies 
adequate-quality material for the wearing apparel to be exhorted.
 

An aspect of much interest to be taken into account is that the margin 
to expand production that would be permitted by Cloth manufacturinc industr-v's 
installed capacity is highlylimited, if the opinion of the industrialists 
with respect to the nunber of optimum shifts to be worked in their factories 
is not varied, in which case resources for investment in this field would be 
required. 

QIIQAI, , JB8I:R ANI) JLI'IC P tRm)IT(:I'S 
In the case of this division we can at once concentrate on the ef

fects stimulating the grouping of other chemical products would have 
considering that the otherkey activity of the chemical industrN is oil 
refining, subject to governmental decisions. 
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The grouping of other chemical products mainly contemplates firs 

manufacturing painit, pharmaceutical products and.toilct articles. Its 

rcactiv",ting will depend to a great extent oil the encouragement of internal 

demand, since most of its production is for the internal market. However, 

due to the nature of the products it manufactures, action must dcc idtdly be 

takeo as regards the external demand, in which case it will he necessary to 

take into account that tile companies belonging to this grouning are subiect 

to a great extent, to the restrictiofis imposed by patents, to "know how'" 

licenses or contracts which may limit exports.,to markets outside the Central 

American area. 

On the other hand, stimulating this grouning means pressing the 

balance of payments since it is highly dependent unon imnorted raw materials. 

Finally, the margin offered by i'ts installed capacity to further production 

is fair. 

MILLING 

The Costa lican milling industry is almost fully contrulled by the 

durable consumer goods producing industry. This characteristic of its 

production combined with the fact that it is in a high proportion oriented 

to supply the national market, may make difficult its reactivating through 

the stimulation of internal demand, since the ddrable consumer qoods do not 

tend to be located in a privileged position within the expense nattern of 

consumers in circustances like the present ones. Furthermore, the millin

industry greatly depends on the import of inputs, so that its reactivatinty 

would provoke a disfavorable pressure on the count-v's balance of payments. 

All these elements sulgest that if the intention is to reactivate the milling
 

industry, it "ust be planned to increase the exnort of its products, as the
 

only way out. 

If so, in a short term the utilization levels of the installled 

capacity will offer a fair margin to meet a greater demand, although in the 

specific case of manufacturing of tran;portation material subuti 1 i zat ion is 

very high. 

R.0M\NIN(, k'lY GRZLIPING.S 

React iv-at in the rcmai ini nig g.rot lii..s requi i-es act ion m iinlv on the 
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internal demand. The ltnber industries (espccially samnills and wood 
products) and dtc non-n'tallic minerals industries (cement and concrete 
products) could be stimulated as previously stated, throli.h tile imoilement
ing of an intensive housing construction program, in which area as a matter 
of fact, the country has a deficit. The imported comoonent of these t.o 
groupings is rather reduced, so that its reactivating does not present any 
serious balance of payment problems., The opposite occurs with the rotiplina 
of printing houses., the imported component of which is high and at present 
it exports a low percentage of its productioriT,
 

The possibilities of increasing production of the lumber and non
metalling minerals groupings on the basis of the present installed canoicitv
 
are fair, whilst he case of the grouping of printing houses is extremely
 

limited. 

The aforesaid conents contain two reasonings: a) that keeping un 
the present conditions of the industrial sector its reactivating is stronglv 
subject to a great activity of the internal demand; 1) that excent for 
three activities identified as key activities, reactivating of the industrial
 
sector will lead to unfavorable pressures on the trade balance. 
Now, the
 
internal and the regional markets have severe limitations, and furthermore,
 
the -country cannot continue facing pressures on its trade balance. It is 
therefore indispensable that the frontiers of the industrial sector's com
merce be expanded and if one wishes to act on firm bases, what has been called
 
its basic defects, must be corrected, thus leading us to the problems of
 
structural dimension.
 

3.4.3. THE STRIUCTJRAL DIMENSION
 

3.4.3.1 MAIN PROBLINS
 

The industrial sector'sproblems belongingto this sphere have been 
continuously mentioned throughout this work and are intimately related. 
Among the main problems we find the following ones: 

a) Its high dependency onthe small internal market together with its 
reduced tendency to export;.

b) Its marked depcendency on imnortcd inputs, imposing a strong tendency 

to import; 
c) The almost non-existen(e of vertical, integration within the industrial 

sector, dute to the absence of has ic indust ries that produce inteniicdiate and 

Capital oods; 
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di) The great protection granted in many cases to the final gonds siihs
titutive industry, in detriment of the production of intermediate aN1d capital 
goods when the protection is granted through tax exemtions on the imports 

of such goods; 
e) 'The exiguous scientific and technological research in the field of 

industrial production, limiting the sector to the use of imported technolovies 
which in emany cases impose restrictions to the purchase of inputs and to the 
sales of products abroad and furthering the use of factors which do not adjust 
to the country's availability of resources. 

These problems need not be discussed in -greater detail and it is there
from inferred which fields 
are to be acted upon, whilst the short-term re
activating process is carried out. 

3.4.3.2 ACTION ARDAS 

i) SIJBSTITUTION OF INTEPI)EDTATE ANDCAPITAL Cmn.c 

The progress of the process for substituting imnorts of intermediate 
and capital goods must continue for The purpose of making the activity of the
 
manufacturing sector stronger, by means of an improved network of intra
industrial relations. 
 In this same sense, great efforts must be made towards 
a more intense utilization of the country's resources, both to meet the energy 
needs of the industrial activity and to sunoly it )with raw materials. In the 
field of a more intensive use of local raw materials the agroindustry nlays a 
preponderant part, the strengthening of which would in turn contribute to
 
making the agricultural activity stronger.
 

ii) INDUSTRIAL EXPORTS TO WojL MARKETS 

It is essential to increase industrial exports to world markets for 
several reasons, among which the following ones stand out: 
a) in view of the dimension of the production scales required to 1nrogress in 

the process of substituting' imports of intermediate and capital goods, it 
will be necessary to have a market that is larger than the internal or the 
regional market for the purpose of placing the respective goods; 

b). neither the Central American market - due to its present political nrohlems 
which will continue affecting it, in the forthcoming years - nor the internal 
mrket - due to its restricted economic limits - can carrv on a firm re
covery of the Costa Rican industrial activify; 
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c) the impact which the industrial sector has been nrovokin.r on the balance 
of pa)nyents cannot continue being supported by the rest of the country's 
productive sectors.
 

Stimulating the fonriation of draw-back industries could be under 
these circunstances an effective means to increase industriail exports and to
 
take advantag6 of the comparative advantages 
 the country has with respect to
 
quality and labor cost; hcwever, 
 the promotion of this type of industries, 
must prevent having its gravitation within the industrial activity from be
coming too high, due to the fact of not requiring too high fixed investments,
 
tending to be very mobile.
 

iii) SCIENTIFIC AND TEQNOLOGICAL DEVELOMENT
 

The improvement-of the industrial 
structure must be accomoanied bv a 
greater development in the scientific and technological fields for the ouruose
 
of preventing the indiscriminate incorporation of imnorted technology, since
 
the latter procedure not only imposes the 1sage relations of inadequate factors
 
for the country but frequentlyit also establishes restrictions to the acquisi
tion of inpuLs and to exports, all at a high monetary cost.
 

Even though the actions in this area must be a part of a national Dolicv
 
on technolipy, the correction of the present industrial structure calls for
 
speciai and immediate attention to the field of manufactures, for the purpose

of preventing the presence of unwanted characteristics in the industrial
 
structure of the future. 
 It is worthwhile mentioning that several studies
 
are being conducted at present and planned on technology transfer in the
 
industrial sector, which tasks are being carried out mainly by the technology
 
division of the National Planning Office, CONICIT and the Economic Research
 
Institute of the University of Costa Rica.
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3.5. '11l INI)US'I'IAb SI,(IOR 'S INS'IITHI ONA, SIUII I'')IIPAMINWOIMK. 

3.5.1 	 PUBLIC INSTITrFIONS
 

Table 3.58 summarizes the main public and private institutions and their
 
respective support tasks to the industrial activity and action areas. The work
 

to be carried ot by some of thcse entities is specified in morc detail here

inaftor.
 

Public institutions must basically cover the following four arcas: nl:in

ning, coordination, financing and development.
 

It would be expected tha'. the performange of. these functions takes place 
within a clear and orderly economic policy; however, during recent vears the
 

public action directed towards the industrial sector has characterized itself
 
by the absencecf well defined and harmonious objectives in the implementation
 

of measures.
 

These deficiencies are shown in the dispersion of responsibilities, task
 

duplications, obstacles to proceduresmd the preparation of annual operating
 

plans which are not complied with by any of the institutions. 

An entity must be urgently designated to coordinate the carrying out of 

the State's industrial policy and to rationally distribute responsibilities 

among the different public support institutions. pn effort in this direction 

was made upon the integration of the"Sector of Economy, Industry and Commerce," 

as part of the public administration's regionalization and sectorialization
 

plan; however, the political will and opportunity to make it operate were
 

lacking.
 

3.5.2 PRIVATE INSTITUTIONS
 

The main private body granting support to the Wsta Rican industry is the
 

Costa Rican imher of Industries. The findamental objective of this 
organization is really to watch over the industrialists' interests, am(] in 

this regard it has become one of the country's most important pressureI.roups. 
In addition to this strong organization there are others with less weight which 

represent the industrialists in specific activities, such as the food 
industry associations, the wearing apparell industry, the plastic and the 

milling industries. 
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TABfIE 3.59 
COSTA RICA- HATN PLIHIC AND PRIVATE TIFTITITIONS rRANTIMr SITPORT TO 

THE I mUSTRIAL SECTOR 

INSTITUTI(N 
ACTION ARFA JURTTICA1, STATUS 

MINISTRY OF ECONOMY AND COMMERCE 1 

Marketing of products 
 Public
 

MINISTRY OF ENERGY, HINES AND
INDUSTRY 1/ 
 Coordinntion and development
 
(Granting of incentives) 
 Pubiic
 

NATIONAL PLANNING AND ECONOMICPOLICY OFFICE 

Planning of the industrial activity 
 Public
NATIONAL BANKING SYSTEM 
 Financing and establishment of the 
 .
 ..
 
monetary and credit policy 
 Public
 

CENTRAL AMERICAN BANK FOR ECONOMIC 
INTEGRATION 
 Financing 
 Public
 
COSTA RICAN DEVELOPMENT CORPORATION 
 Financing of strategic activities 
 Public(CODESA) 
AGRO-INDUSTRIAL A11D EXPORT BANK Financing of exports 
to non-tradi-
(BANEX) Private
 

t.ional markets
 
CENTER FOR THE PROMOTION OF EXPORTS 
 Promotion of foreign exportL 
and 
 Public
AND INVESIMENTS 


investments
 
NATIONAL APPRENTICESHIP INSTITUTE 
 Formation of qualified labor at a Public
 

basic level
PROFESSIONAL TECHN1ICAL INSTITUTES 
 Forr. ion of medium-jevel techni- Public
 
cian.
COSTA RICAN INSTITUTE OF TECHNOLOGY 
 Formation of high-level technicians,
 
and technological research 


UNIVERSITIES2/ Public
 
Formation of high-level professionals
 
and research 


Public
MINISTRY OF LABOR AND SOCIAL SECURITY 
 Identification 6f training needs and
 
fixing of minimum wages 
 Public
COSTA RICAN CHAMBER OF INDUSTRIES 
 Representation of private
 
entrepreneurial interests 
 Private
OTHER CHAMBERS AND ASSOCIATIONS Representation of private
 
entrepreneurial interests 
 Private
 

NOTES:
 

I/ As of the month of May of this current year the matters concerning economy and commerce on the one hand, andconcerning industries 
on the other hand, were stparted in two different ministerial departments. 

2/ University of Costa Rica, National University, "Universidad Estatal a Distancia" (TV-Radio) and the 
Autonomous University of Central America (Private)
 

3/ Plastic Industry Association of Costa Rica (ACIP), Costn Rican Association o Exporters (ACEX), Associationof Costa Rican Textiles, 
Costa Rican Association of Manufacturers of Cement Derivatives, Costa Rican Food
Industry Association (ACIA), Costa Rican Association of Metallurgical Industrialists (ACIME), Pharmaceutical
Laboratories Employers' Union, Costa Rican Clothing Manufacturers Association and the Chamber of Industries
 
of Heredia.
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3.5.3 XOORDINATION BEIWE.N PUBLIC AM IORITIES AND PRIVATE REPRHISENTATrVJ:S. 

In a 
mixed economy regime, a healthy communication between the public

authorities in charge of defining and executing the governmental nolicies and
 
the representatives of the private sector, may determine the 
success of any
governmental acministration for the country's well-being, that is, without 
implying waiving the defense of social interest. 
Contrary to this recommend
able attitude, in 
recent years a tense relation has prevailed between both.
 
parties and on many occasions their dialogue was 
interrupted.
 

Notwithstanding, the government that recently assumed power has granted
a prioritary nature to communication and cooperation with the representatives 
of private enterprise, considering that it is an indispensable condition to
 
be successful in overcoming the cfisis the country is going through. 
Specific
 
steps have already been taken in this respect, not only through the strengthen
ing of the respective dialogue but also through the apnointment of mixed sup
port commnissions, such as the commission for the salvaging of the comanies
 
that are about to go bankrupt. 

3.5.4 PURPOSES OF MhE MAIN PUBLIC AND PRIVATE INSTITUTIONS
 
FOR THE GRANTING OF SUPPORT THE
TO INDUSTRIAL SECTOR 

COSTA RICAN OFCHAMBER INDUS1RIES
 
- To represent and rocure 
 the unity of the country's industrialists. 
- To watch over industry's evolution. 
- To seek the most adequate legislation for industry's development. 
- To give information of interest to industrialists.
 
-
To render direct or indirect technical assistance.
 
- To analyze the problems facedly industry. 
- To develop industrial exhibitions.
 
- To supervise the compliance with the standards 
and. units plan tha is 

in force by its members. 
- To give advisory services on customs tariffs and on agreements entered 

into by the country. 
This chamber was founded in 1943 and at present has over 600 members, represent
ing close to 75% of the country's industrial investment. 



CE=ER FOR THIE PROMOTION OF WXPORTS AND IN1ESTIENTS (CFMPRO) 

- To .romote exports. 

-
To identify new exportable products and pei-sons interested in their
 
manufacture.
 

- To carry out programs for the development of such production.
 
- To identify the problems related to exports.
 

- To give technical assistance and training.
 
- To recommend incentives to export.
 

- To seek opportunities for agricultural and industrial investments
 
directed especially towardsew exportabie-or imoort substitution lines.
V 

- To permanently conduct feasibility studies on new investments and to
 
transfer this information to the public.
 

- To furnish information concerning regulations, fiscal incentives,
 
avaibbility and cost of labor, as well as any other information that
 
may be of interest to the entrepreneurs.
 

NATIONAL APPRENTICESHIP INSTITUTE (INA) 

- To contribute to the country's development and to the improvement of
 
living conditions through the formation of apprentices and training
 

of workers.
 
-'To carry out professional formation prograls, especially for the lower
 
income and social population groups.
 

- To carry out the same plans for the persons who are already forming
 
part of the productive process, for the purpose of increasing product

ivity.
 

- To further the access of women to professional formation.
 
- To adapt the growth of the programs to the country's needs.
 
- To facilitate professional transfer of workers. 

' ANCO AGROIMJDSTRIAL Y DE EXPORTAMRES, S. A. 
(Agroindustrial and exporters Bank) 

- Formed by a large quantity of small entrepreneurs and with resources 
made available by the.agency for International Development to promote 
exports of non-traditiona goods to non-traditional markets. 

- Receives resources from third parties by means of tax-free and 
negotiable investment cnrtificates..} 

- Grants loans to companies for working Clhpital (6-month to one year.ters)
 



- Makes loans in 1ine with investment plans and authorized by the 
Central Bank.
 

- Uses a marketing firm to get markets and bbtter prices for the goods. 
MINISTRY OF LABOR AND SOCIAL SECURITY 

- To formulate, conduct and coordinate government policies on matters 
concerning employment and wages, for the purpose of promoting a better 
utilization of human resources and, in turn, 
a better distribution 'of
 
income and social justice.
 

- To take action tending to promote the creation of employment opnortu
nities, improvement of the labor market, improvement of systems of
 
information on labor, employment, hunan resources and wages and other
 
actions oriented towards improving the utilization and develonment of
 
the country'g human resources.
 

-
To serve as mediator in employee-employer relations.
 
-
To promote the development of labor unions in the .country.
 
- To promote, inspect, contral and watch over the juridical norms
 
referring to working conditions (shifts, vacations, wages, etc.).
 

- To grant support to the different workers' groups requiring a snecial
 
treatment, such as 
the woman, the working minor, minority ethnic
 

-groups, etc.
 

NATIONAL PLANNING AND ECONONfIC POLICY OFFICE (OFIPLAN) 

-
To manage, orient and coordinate the operation of the National Plan
ning System.
 

- To prepare the National Development Plan and the annual operating plans
 
of each economic sector.
 

- To evaluate the programs and projects in which the National Develop ment
 
.-
Plan is divided during their implementation and subsequently also.
 

- To control that the public investment programs, including those of
decentralized agencies and all other public law entities, be compatible 
with the provisions and order of priorities that are established in
 
the national develop~ment plans. 

- To approve the initial action ,taken'by ministries, autonomous, semi
autonomous and private entities that are regulated by the State to 
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Oitain loans abroad. 
-
To promote studios of specific investment projects of the public 
entities. 

- To formulate, identify, approve and evaluate the projects of inter
national technical cooperation the country receives, taking into 
account the priorities of the development plan. 

MINISTRY OF ECONOMY AND CONtERCE 

MINISTRY OF ENERGY, MINES AND INDUSTRYI 
- To further the country's industrial developmrent.
 
- To promote the small family and artisan' industry. 
- To formulate, direct and coordinate the policy on matters concerning 
standardization. 

- To formulate, *direct and coordinate the policy on imorts, foreian 
trade and to promote diversification of exports.
 

- To administer industrial legislation.
 
- To promote integration with other Latin American countries and 
-ith
 
other regions of the world.
 

-
To enter into treaties, agreements, protocols, on foreign trade, in
 
coordination with the Ministry of Foreign Affairs and on economic
 
.ntegration, when deemed necessary, as well Is to supervise their
 
compliance.
 

- To further the country's participation in industrial exhibitions.
 
- To formulate, direct and coordinate mining and hydrocarbon pnlicies.
 
To administer legislation on exploration, development, transportation,
 
industrialization, distribution and processing of renewable natural
 
resources.
 

CENTRAL AMERICAN BANK FOR ECONOIIC INTEGRATION
 

- To study the investment opportunities created by the economic integration 
of the member states and to promote them by establishinp, the proner 
prograrnriing of its activities and its financing nriorities.
 

- To act. is intermediary 
 in the making of loans and grantjng of credits 
by the governments, public institutions andmmnanics domiciles in the 
member states.
 

1/ The Mlinistry of Economy, Industry and Conimerce was divided into the afore
state(] two Ministries by the present administration. 
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- To obtain the gurantee of the member states for the contracting of
 
loans and credits from other financing organizationls.
 

- To furnish, with its own resources or with those obtained for that
 
purpose, management,,xninistrative and technical advisor, senices
 
to the credit applicants.
 

-
To promote long-term investments inindustries of a regional nature 
hat
 
are of interest for the Central American market, which would contribute
 
towards increasing the available goods for Central American interchange
 

-
To promote service financing projects that are indispensable for the
 
functioning of the common market.
 

COSTA RICAN DEVELOPMENT CORPOPATION (CODESA)
 
-
To prepare and implement specific economic development vrograms and
 
projects.
 

-
To contribute towards and to promote formation of enterprises.
 
-
To participate in international or multinational nature Drograms. 
- To administer, consolidate and promote technical assistance to comoanies. 
-
To grant loans to established enterprises.
 
- To grant endorsements to credit operations requested by the companies
 
from other national or foreign organizations.
 

- To obtain loans in the country or abroad. I
 
- To subscribe, purchase and sell company shares.
 

NATIONAL BAKING SYSTEI 
-
To cooperate in the implementation of the Republic's monetary, exchanae,
 
credit and banking policies.
 

-
To have custody of and to manage the nation's monetary resources.
 
- To issue branknotes and coins in conformance with the nation's actual
 
needs.
 

- To act as the advisor, financial agent and cashiers-bank of the State. 
- Top level management of bankcredits and their control. 
-
To have custody of and manage bank deposits made by the community.1/

-
To prevent the existence of inactive nroduction means in the country,
 

looking for producers in orderto out to their service the economic and 
technical services the system has available. 

1/ Only State-o ned banks, in regard to checkini' accounts. 



4. COAMMLRCE, SERVICE AND CONSTRUCTION SECTOR 

4.1 GENERAL CHARACTERISTICS 

As a rule, when the productive sect'ors of an economy 

are classified, the commercial and service activities appear as 

ome single sector because of the affinity of these activities. 

However, for the pzrpose of analysis, the commercial act-Zvity oy 

have characteristicswhich are somewhat different from those of 

the rendering of services. 
 This is the case with the Costa Rican 

economy aiid for this reason, v.henever possible, these activities 

will be anialyzed idevew2ently. 

For the pwroses of this analysis, the commerce amd ser

vice sector is broTzen down into the f-allowing three coirponents: 

a) Basic services, inclwdimg: electricity, water, traiis.or

tation, storage, and communications.
 

b) Personal services, made uap of the General Government, other 

services and other non-specified activities.
 

c) Commerce, incli4ding wholesale and retail 
trade, restaurants,
 

hotels and finance services.
 

Due to the importance of the touristic activity as a gen

erator of foreign exchange, a special analysis thereof will 
be made
 

through those variables for which there is information available.
 

-it is advisabie to brivig owt some peciuliarities of each 

of these components within the context of the Costa Rican economy. 

Among the basic services, electricity and water are 
two
 

of the most important in regard to their share in national pro

dwction, as 
will be set forth further ahead. However, it is char

acterized by the prevalence of government ownership. 
 For example, 
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the Costa Rican Electricity Institute is responsible for almost 

go% of the generation of electric power in the country. Such
 

governmei.t ownership has brought about 
a considerable expansion
 

of the activity, in pursuit of the objectives of greater cover

age of the country's territory and a greater percentage of popu

lation served, to the point that, sLi-ce 1967, Costa Rica holds
 

first place in central America in electrification.
 

In the supplying of water service., another government
 

inmtitution (the Costa Rican Institute of Water and Sewage Ser

vice), which is a state organization, controls the rendering of
 

these services. This is the reasom why, in this study, which re

fers to the private sector, very little importance is attacled to
 

these two services, whick are unly considered in analyses of a
 

general nature.
 

In regard to transportation, it holds an important share
 

in private enterprise and for this reason iti will 
be the subject
 

of a carefwly analysis. Particular attention will be paid to the
 

transportation of the national cargo and international 
cargo since 

they have a marked influence on productive activities, and also be

cause in public passenger transportation there is also a large share 

of government participation. 

In regard to finance services, there is the special fea

ture that the finance sector is dominated by the nationalized bank

ing system, which made the Banco de Costa Rica,is up of the Banco 

Nacional de Costa Rica, the 13ancd..Popular y de vesarrollo comknal, 



and the Banco Anglo Costarricense. The Central Bank acts 
as the
 
organization directing 
the credit and monetary policies. The
 
share of other public finance institutions, .such as the National
 
Insurance Institute, 
the National Housing amd Urbanization I-sti
twte, etc., and of the private finance companies, is comparatively
 

small.
 

After determining the activities of 
the commerce and
 
service sector and pointing -otsome peculiarities of same, the
 
relationship of the sector to the rest of 
the economy will be
 

dealt with.
 

Taken as a whole, the sector has a share in 
the GNP in
 
the neighborhood of 50% in 
the 1976-1981 period (Table 4-1). 
 Upon
 

analyzing its components, commerce stands out since, aside 
from
 
its importance as a complement of 
the productive activity, his
torically it represents close 
to 30% of the GNP. This is quite
 

a high share, if it is compared with the sha~es of 
the primary
 

activities: agriculture (20%) and indmustry (21%).
 

The other components are less important. 
 As a matter of
 
foct, their relative shares in the GNP range arond 14% 
for per
sonal services akd 8.5% for Basic Services. it should be noted
 
that the General Government is included in personal services. 

If the Commerce and Service Sector is compared with the
 
other sectors in regard to the generation of employment, it may 
be seen that the sector as a woholp has increased its share in the 



Basic Services a/ 


Commerce b/ 


Personal.Services c/ 


.. 
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TABLE 4-1 

GROSS NATIONAL PRODUCT 

CO MERCE AND SERVICE SECTOR 
At prices to producer 

In millions o.f 1966 colones 

1976 1977 1978 1979 1980 1 . 

627.1 693.8 763.5 844.2 901.1 928. 

(7.9) (8.0) (8.3) (8.8) (9.3) (10.: 
2365.1 2666.4 2790.3 2929.5 2944.6 2680. 

(30.0) (31) (30.5) (30.5) (30.6) (28.
1155.1 1222.2 1276.1 1345.1 1396.5 1381 

(14.6) (14.3) (14.0) (14.0) (14.4) (14.
4147.3 4582.4 4829.9 5118,8 5223.0 4990. 

(52.6) (53.4) (53.0) (53.4) (54.3) (53. 
7884.8 8586.9 9125.1 9575.8 9636.4 9290. 

NOTE: The figures in parentheses refer to -he relative shnre of the GNP.
 
al. Includes electricity, water, transportation, storage and communications.
 
b/ 
 Includes wholesale commerce, retail commerce, restaurants, hotels and finance services.
 
c/ Includes the central government, personal services and activities not clearly specified.
 

SOURCE: Costa Rica Central Bank. National Accounts.
 



past few years, to the point of representing 49.4% 
in 1981. This
 

again brings out the importance of the government as employer,
 

since 
the most dynamic item is personal services which, as stated 

before, includes the government. On the other hand, commerce and 

basic services lose their relative importance, which confirms the
 

fact that these sectors released.'workers in the 
lost year (Table
 

4.2).
 

It is interestinig to contrast these employment figures
 

with those of wages paid, shown in Table 4-3, from which it is 

inferred that the commerce and service sector is 
the one that
 

pays the best wages. in the economy. This is evident from the
 

fact that in 1981 it held 49.410 of the wor/zers, it paid them the 
equivalent of 66.2% of overall wages. The evolution of wages by
 

activity will be amaly;ed further ahead. 

The last aspect to be considered under the general char

acteristics is the Gross Formation of Capital which, unfortunately, 

must be dealt with in nominal terms because there is no appropriate
 

deflotor available to analyze it in real terms. 
 In amy event, am

alyzed with this limitation, the commerce and service sector has
 

contributed, each year, close 
to 70% of total investment. It must
 

be stressed that basic services and personal services alone account
 

for almost half of overall investment. This is due the
to fact that 

the former inciwdes, among others, investment in hydro-electric
 

projects, and the latter includes government invest.it,-t in personal 

services, such as hospitaZs, schools, etc. 



TABLE 4-2 

WORKING POPULATION(a) BY ACTIVITY SECTOR 

Relative figures 

ACTIVITY SECTOR 1976 1977 1978 1979 1980 1981 

Agriculture 34.6 32.9 30.3 28.6 27.4 27.6 

Extractive and 
manufacturing industries 14.6 15.8 15.1 16.3 16.3 15.4 
Construction 6.5 6.4 7.4 7.7 7.8 6.7 
Basic services 5.7 5.5- 6.1 5.7 6.5 5.6 
Commerce 16.4 17.5 17.8 17.7 18.1 17.9 
Personal services 21.7 21.7 23.1 23.7 23.6 25.9 
Commerce and services (43.8) (44.7) '47.0) (47.1) (48.2) (49.4) 

Activities not clearly 

specified 0.5 0.2 0.2 0.3 0.3 0.9 

(a) July of each year. 

SOURCE: Ministry of Labor. National Survey on Homes, Emloyment and Unemployment. 



TABLE 
4-3 

TOTAL MONTHLY WAGES PAID IN THE COUNTRY BY ACTIVITY SECTOR (a) 

Agriculture 


Extractive and manufacturing

industries 


Construction 


Basic services 


Commerce 


Personal services 


Commerce and services 


-(a) Refers to an average paid monthly.
 

-Relative figures

1976 1977 1978 1979 1980 

8.9 10.1 9.7 9.5 9.5 

21.1 ,20.4 20.2 19.8 19.8 
4.5 4.4 4.6 4.8 4.5 
4.1 3.9 *3.8 3.8 3.7 

20.3 20.3 20.2 20.0 19.8 
41.1 40.9 41.5 42.0 42.7 
(65.5) (65.1) (65.5) (65.8) (66.2) 

.SOURCE: Ministry of Labor. 
The Economic Activity and its relation to wages.
 
April, 1982.
 



TABLE 4.4
 

GROSS CAPITAL FORMATION, BY ACTIVITY SECTOR
 

Agriculture 


Industry 


Construction 


Basic services 


Commerce 


Personal services 


Commerce and service sector 


SOURCE: 
 Costa Rica Central Bank. 


(Relative figures) 

1976 1977 1978 
 1979
 

5.8 4.3 6.4 
 7.6
 
16.2 21.0 
 17.8 15.7
 

6.7 5.1 6.3 
 6.0
 

28.8 25.3 
 29.0 25.7
 

22.0 24.3 
 22.3 24.4
 

20.5 20.0 18.2 
 20.6
 

(71.3) (69.6) 
 (69.5) (70.7)
 

National Accounts.
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fm short, this characterization confirms the great rel

ative importance of the sector in 
the economy, for which reason
 

its variations in behavior have considerable repercussiom in the 

overall indicators. 
 This aspect will be seem in greater detail 

in the ;iext section. 

4.2 RECENT EVOLUTION AND PRESENT STATUS 

Before setting forth the resw'Its of the analysis of the
 

recent evolution and the present status;,it'mnst be pointed out
 
that due to restrictions in the availability 
of information, omly 

the behavior of production and of employment and wages for the 
sector as a whole were checked, leaving for 
later on the ajozysis
 

of some specific variable activities, such as credit a id invest

men t,
 

4.2.1 E-'olution of the sector 

From Table 4-5, showing the evolution in terms
 

of GNP, it may be seen that, as in the agrickltural/livestock
 

and industrial sectors, 
the year 
1977 was a period of expamsion
 

for the 
reasons set forth in previous chapters. The Commerce 
Mid 

Service sector, that year, showed a real growth rate of 1c.5, wl'ich
 

later on started to drop gradually until it reached level of
the 


•-4.6 i+ 1981, thtus becomi". the most recessive sector of the 

economy.
 

Such behavior is mainly due to 
the dramatic d-ete
rioration of 
the drive of commercial activity, which in 
 P8 was 

Ole activity most affected by the,crisis having re'cied thle point 



TABLE 4.5 

GROSS NATIONAL PRODUCT OF 
COMNERCE AND SERVICE SECTOR 

Real growth rate 

1976 1977 

I 

1978 1979 1980 1981 

Basic services 

Commerce 

Personal services 

Total for sector 

6.6 

6.9 

3.6 

5.9 

10.6 

12.7 

5.8 
10.5 

10.0 

4.6 

4.4 
5.4 

10.6 

5.0 

5.4 
60 

6.7 

0.5 

3.8 
2.2 

3.0 

-9.p 

-1.0-4.6 

G.N.P 5.5 8.9 6.3 4.9 6.3 -3.6 

' 
SOURCE:"- Costa'Rica Central Bank. 
National Accounts.
 

A.
 



of -9.o real growth rate as 
against the previous year. Note also
 
that the 
commerce and service sector had a negative growth rate
 
that was higher than that of 
the overall GNP, which in said year
 

was -3.6.
 

The results in regard 
to employment are obtained begin
ing in Table 4-6. 
Several aspects warrant being stressed. In
 
the first place, the fact that, in.spite of the drop in 
the rel
ative share of the commerce and service sector in 
the GNP, the
 
absorption of labor increased in ip8 5b. 
 3.8 per cent. However,
 
in considering the components of the sector, it may be 
seen that
 
basic services employed 13.8 per cent 
less workers than 
in the
 
previous year and that 
commerce also reduced 
the hiring of. labor
 
by o.9 per cent in con-trast itnth personal services, wr'ere er.rloy
ment grcw, in 1981, by 12.3 per cent. Again, this reveaZs the
 

share of the government as an employer.
 

At the same time, it is interesting 
to note that, in
 
spite of-the sharp drop in employment in basic services, 
the pro
duction of this component increased by 3 per cent, which could be
 
indicative of over-employment of 
labor in previous years. This
 
fact 
must be analyzed carefully when designing I-olicies that en
courage the public sector and discourage the private sector, or
 

vice versa.
 

4.2.2 Commerce
 

it was pointed out before tiat in 1981, 
the com
mercial activity had gone through a drop of 9 rer 
cent in the
 
value 'of production in rea:,lterms. However, this activity wizz
 
now be analized excluding financiaZservices. 
Thus it turns out
 



TABLE 4.6 

WORKING POPULATION IN THE COMMERCE AND SERVICE SECTOR 

IN THE MONTH OF JULY OF EACH YEAR 

1976 1977 1978 1979 1980 1981 

Basic services 

Commerce 

Personal services 

Total for the sector 

35.117 

101.514 

137.673 

274.304 

36.235 

(3.2) 

115.462 

(13.7) 

144.375 

(4.9) 

296.072 

(7.9) 

42.565 

(17.5) 

123.985 

(7.4) 

161.737 

(12.0) 

328.287. 

(10.9) 

41.238 

(-3.1) 

127.391 

(2.7) 

172.270 

(6.5) 

340. 899 

(3.8) 

47.487 

(15.2) 

13.253 

(3.0) 

173.062 

(0.5) 

351.802 

(3.2) 

40.917 

(-13.8) 

130.078 

(-0.9) 

194.285 

(12.3) 

365.280 

(3.8) 

NOTE: ..The figures in parentheses idicate the annual growth rate. 

SOURCE:- Ministry of Labor and Social Security. National Survey of Homes, Employment 

"and Unemployment. 



that colmnmerce dropped by 16.3 per cent in production. 

This is readily explained because, as stated be

fore, commercial activity evolves in accordance with the behiavior 

of the other activities, and as shown in previous chapters, in

dustrial production and construction dropped considerably. 

Furthermore, with the contraction of imports, 

both of inputs and of finished goods, 
commerce hastened eveni more
 

its recession. Thus' viewed, the commercial activity 
turns out to
 

be one of 
the activities most seriously affected by devaluintion, 

and the loss in purchasihg power of the people. One of the most 

frequent complaimts.of merchants is, precisely, the decapitaliza

tion of the businesses as a result of the increasina costs of re

placing goods. 

The behavior of wages in commercial activity, .-hich 

may be seen in Table 2-30, indicates how these have gone dowm in 

real terms, as in the case of other sectors; but it is precisely 

in this activity where the loss im purchasimb power is greater 

(18 per cent in 1981). 

The rigidity of commercial wages in adjusting to 

the inflationary process could be based on the imminent ba'ikru t

cies and the dismissals or trimming of personnel, which lead work

ers to abstain from making wage demands but rather keep their 
jobs
 

at low income levels. it has been noted, for example, that during
 

the past few months an increasing number of businesses have been
 

installing self-service methods in an effort 
to reduce costs by
 

firing personel. 

http:complaimts.of
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TABLE 4.7
 

CROSS FORMATION OF CAPITAL IN THE 
CO*IERCIAL ACTIVITY
 

Millions of colones in real terms*
 

Base: 1976 100
 

1976 1977 
 1978 1979
 

TOTAL 
 4892.3 5868.1 5998.2 
 6523.6 

(-) (19.9) " (2.2) (8.8) 
Commerce 
 249.4 491.C 259.9 
 298.3
 

(-) (97.9) (-47.2) (14.8) 
Other 4642.9 5376.3 5738.3 6.225.3 

(-) (15.8) (6.7) (8.5) 

Share
 

Commerce 
 5.1 8.4 4.3 
 4.6
 

Other 
 94.9 91".6 95.7 95.4
 

*The implicit deflator of the Gross Formation of Capittl was ,sed.
 

SOURCE: Costa Rica Central Bank. National Accounts.
 



Furthermore, it is important to bring out the fact 

that commercial wages surpass those of other sectors, with the ex

ception of 
those paid in the service sector. It must be stated,
 

however, that these figures include financidl service activities.
 

On the evolution of investment in the commercial
 
activity, due to the limitation in inforwation, which is available
 

up to 1979, it may only be stated that it held comparativeZy stable
 

up to then. However, as 
a result 6f the crisis contemplated for
 

the commercial sector in the 
years :98o and 2981, investm'emt dro.,ed 

sharply, particularly if it is tahen int' account that tile figures
 

for this variable include imventory variations anid, as statcd be

fore, cc.mercial transactions have diminished due 
 to i.id. ty 

problems, which often limit purchases-to oile fifth lessor o tie 

merchandise formerly handled. 
 This problem has become cvenr orse
 

in the past two years as a result of the virtual elimination of 

credits from wholesalers to retailers.
 

Another variable of interest that is related to
 

investment is finan=ing, particularly the credit available 
to the
 

activity.
 

In general, the aspect that must be stressed is 

that commerce gets little credit from 
the National Sanking System. 

This is reflected both in the loans made to this activity and in
 

the interest rates applied. This forces commerce to depend mainly
 

on self-financing and on 
private finance companies. 

This is evident from the effective loans made by 

the National Eanking system in the period 1976-i981. (Table 4-8). 

.In fact, commerce~s share in the overall, mew 

/ 
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effective 1o01s was 4.8 per ccbit in 1976 alid wont on to 7.5 int 
1981. This slight growth is expZained by some measures adopted 

in order to gradually liberalize the banking system, in the sense
 
that the preferential treatment afforded 
to some activities have
 
been eliminated gradually, thus releasing resources for commerce. 

It is important to stress that, aside from the 
small relative share, 
a large part-of the credit obtained by com
merce comes 
from the finance sections, whigh charge higher inter

est 
than those charged by th6 commercial"sections of 
the National
 
Sankimg System. as
In fact, shown in Table 4-8, around 70 per 
cent of the credit received by t;he commercial activity is chlanneled 

through tle finance sections of the commercial banks. 

At the'same time,in consideri;e7 the interest 
rates
 

applied co the various activities (Table 2-16), 
it is evide-t that
 

historically, the highest interest rates have been charged 
to com

merce, both by the commercial departments and by the finance sec

tions. This highZights the "Credit Penalization" faced by the com

mercial activity. 

In order to have an idea of 
the real availability
 

of funds for commercial activity, it is necessary 
to anaZyze the
 

evolution of credit 
in real terms. 
 As may be seen from Table 4-9,
 

credit to commerce in real terms, 
for' :98o amd 1981, shows de

creases of 7.1 and 33.5, respectively. This confirms the restric

tion in credit faced by the con,ircial activityO 

It is interestinr to note that of the credit available
 

to commerce during almost all 
of the period, close to 70 per cent 

.is used for operation, that is, as Working capital, and a small
 



TABLE 4.8 

NATIONAL BANKING SYSTEM 

New Loans Made in Commercial Activities 

Amounts in millions of colones as at December 

SOURCE 

YEAR 1976 1977 1978 1979 .1980 1981 

Finance Sections 

Commercial Sections 

Total for Activity 

Percentage to overall 
credit 

164.8 

(64.4) 

91.10 

(35.6) 

255.9 

4.8 

132.1 

(56.6) 

101.2 

(43.4) 

233.3 

4.0 

169.4 

(63.1) 

99.5 

(36.9) 

268.9 

3.9 

454.0 

(84.1) 

85.7 

(15.9) 

539.7 

7.5 

496.0 

(8.0) 

124.0 

(20.0) 

620.0 

8.6 

410.4 

(62.4) 

246.3 

(37.6) 

656.7 

7.5 

NOTE: The figures in parentheses indicate relative shares. 

SOURCE: Costa Rica Central Bank. Credit and Monetary Accounts. 
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part for investment. In this connection, the marked decrease 

in credit for investment (in real terms) i". the past two years,
 

confirms 
our previous statement regarding the drop in investmemt
 

in the commercial activity. 

As an additional amaZysis of commercicZ activity, 

it is interesting to consider the evolution of profit marginis in 

order to have i:dea ofan the profiiability of said activity. It 

is 'worth stating that, legally, the Minist.ry of Economy, Incustry 

and Commerce sets the maximum profit margins, both wholesaZe alid 
retail. However, it may be stated in general 
that there is no 

coercive power to eiiforce them,- so these margins show cons ierable 

variations.
 

To man;c the apalysis, the difference be.tvee)- the 

wholesale price amd the retail price was used, as a percr,?toge of 

the wholesale price, whereby an indicator of the markZ-wp of the 

products is obtained. The analysis is 
limited to a few products
 

becauise it is sometimes difficult 
to compare)wholesale and retail
 

prices. 

some agricultural prodwcts, such as 
yucca and to

matoes, stand out in the analysis made, because they have high
 

margims of profit. This can be explained by the role of the in

termediaries 
to the extent that the farmer prefers to sell the
 

products at low prices rather than lose the crop.
 

Generally speaking, for most products, the beha

vior of the margin of profit was 
clearly wpward, until 1979. 

However, for 198o and 1981 there are marked reductions in a oarge 

part of the products aiialyzed. This could be indicative of the. 



TOTAL 


Investment 

Operation . 

RELATIVE FIGURES 
Irivestment 


Operation 


SOURCE: Costa Rica Central Bank. 


TABLE 4.9
 

NATIONAL BANKING SYSTEM
 

NEW LOANS MADE IN COMMERCIAL ACTIVITY 

Classified by OperaLion and Investment
 

Millions of colones in real terms 

Base: 1976 = 100 

1976 1977 
 .1978 


255.9 217.0 
 232.0 


(-15.2) (6.9) 

54.7 73.0 
 69.4 


(33.4) ,(-4.9) 

201.2 144.0 
 162.6 


(-28.4) (12.9) 


21.4 33.6 29.9 


78.6 66.4 
 70.1 


Credit and Monetary Accounts.
 

1979 


401.3 


(72.9) 


136.6 


(96.8) 


264.7 


(62. 8) 

34.0 


56.0 


1980 

372.6 239 

(-7.1) (-3 
85.9 5 

(-37.1) (-. 
286.7 193 

(8.31) (-3. 

23.1 

76.9 81. 



TABLE 4.10 

MARKETING MARGIN OF SOME PRODUCTS 

In percentages
 

PRODUCT 
 1976 1977 1978 
 1979 1980 1981
 
Slau-Thtered broilers 5.0 6.0 7.1 7.4 8.3Butter 8.2

*8.3 
 8.7 10.7 12.4 
 11.2 14.6
Cheese 
 12.1 14.3 
 23.2 46.0 25.0
Eggs 9.0
3.3 11.6 21.2 
 14.0 71.1
Rice 133.1
17.9 10.0 11.6 12.1 
 10.9 4.61
Black beans 
 12.6 11.6 
 12.8 7.2
Tomatoes 9.9 i0.36.4 101.0 96.7 
 9A.7 
 99.4 103.9
Potatoes 
 35.1 38.3 35.5 
 86.0 39.4 
 34.3
Yucca 
 41.3 98.2 82.2
Oranges 86.4 105.4 95.0
42.8 64.1 67.2 
 69.5 64.9 
 75.6
Vegetable oil 
 2.7 9.4 
 11.5 9.4 9.7
Vegetable lard 13.6 16.5 
 16.9 14.7 12.1 
 9Ground coffee 
 13.2 12.3 
 11.4 6.7
Small Coca Cola 8.6 9.7
28.6 27.2 
 27.0 26.7 26.5
Domestic beer 23.0 

14.7 
28.8 27.6 
 24.3 27.1 
 31.8
Sugar: 
 14.9 14.5 12.6 
 13.4
Ordfhary salt 10.5 5.4-3


34.9 11.9 
 14.7 11.3 
 12.9 50.3
Brooms 19.0 21.4 
 23.4 25.8 19.2
Matches 3.60
14.9 13.7 15.2 
 15.2 16.5 
 13.5
Cigarettes 
 34.1- 35.1 
 33.3 38.9
Newspapers 37.2 _
26.7 32.7 
 22.3 16.6
Toilet paper 10.3 38.6
 
10.2 10.5 
 14.6 13.5 
 11.7 3.0
Gasoline 
 10.5 10.4 
 9.9 10.1 6.0 
 5.4
 

SOURCE: Our own analysis based on 
figures by the Bureau of Statistics and Census and by the
 
Economics Research Institute.
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TABLE 4.11
 

MARKETINMARGIN OF SOME PRODUCTS
 

Growth rate
 

PRODUCT 
 76-77 77-78 
 78-79 79-80 80-81
 

Slaughtered broilers 
 20.01 18.3 
 4.23 12.1 -1.2
Butter 
 4.8 23.0 15.9 
 -9.7 30.4
Cheese 
 18.2 63.4 98.3 
 -45.6 -63.8
Eggs 
 251.5 82.8 
 -34.0 409.9 
 94.2
Rice 
 -44.1 16.0 
 4.3 -9.2 -57.7
Black beans 
 -7.9 10.3 -43.7 37.5 3.7
Tomatoes 
 1.478.0 -4.3 -2.1 
 5.0 4.5
Potatoes 
 9.1 -7.3 142.2 -54.2 -12.9
Yucca 
 137.8 -16.3 5.1 
 22.0 -9.9
Oranges 
 49.7 4.8 3.4 
 6.6 16.5
Vegetable oil 
 248.1 
 22.4 -18.3 3.2 -

Vegetablelard 
 27.3 
 2.4. -13.0 -17.7 -23.4
Ground toffee 
 -6.8 -7-3 -41.2 -28.4
Small Coca Cola 12.
-4.9 -0.7 
 -1.1 -0.75 -44.5
Domestic beer 
 25.2 -4,2 -12.0 11.5 17.4
Sugar" 
 -2.7 -13.1 . 6.3 -21.6 -4&.3
Ordinary salt 
 -65.9 23.5 -23.1 14.2 
 289.8
Brooms 
 12.6 9.3 
 10.3 -25.6 -81.2
Matches 
 -8.0 10.9  8.5 -18.8
 
Cigarettes 
 2.9 -5.1 16.8 -4.4 
 -
-- Newspapers 
 22.5 -31.8 -25.6 
 -37.9 279.8
Toilet paper 
 2.9 39.0 
 -7.5 -13.3. -74.4
Gasoline 
 0.9 -4.8 2.0 
 -40.6 -10.0
 

SOURCE: Our own analysis based on 
figures by the bureau of Statistics and Census and by the
 
Economics Research Tnstitute.
 



inability of some detail merchants to adjust their prices in order
 

to keep their margins of profit (Tables 4-10 and 4-11).
 

Due to 	the above limitations,. the analysis did mot
 

include some products, such as electrical appliances, whose beha

vior it is important to analyze, in order to determine, to some
 

extent, the effects. of devaluatibn on the profit margin on these
 

items. This is especially interesting in order to form an idea,
 

of .the price setting policies that the commercial importers might 

be adopting during this period of crisi'. 

In any event, the caialysis shows some important 

results, which give. a clue to the.matter of profitability of the 

commercial activity. 

4.2.3 	 Finance Services
 

The Costa Rican finance system is made up of the
 

Natiomal Banking System, the private banks, the private finance
 

companios and other non-banking finance institutions.
 

The existence of nationalized banks is an important

chctracteristic, not' only because of the relative importance, which 

represenits approximately 50% of the finance market in regard to the
 

avilability of resources, but also because of 
the manifold functions 

of the State commercial banks. These. banks, in addition to their 

role of development banks, act as deposit receivers, lenders for 

all kinds of activities, and they even have finance sections that 

independently engage in attracting and lending funds. 

The importance of the private bamks lies in the 

fact that they 'handle a consicderable amount of resources from abroad. 



The principal private banks are: 
 Bank of Lyon, S.A., Banco de
 

Santander, S.A., Bank of America, S.A., 
Banco de la Construcci6n, 

S.A., and the Ba'ico ,.qroindwstrial y de Exportici6n, S.A. 

The private finance companies include a large
 

number of conpanies engaged in the utilization of funds, mostly
 

of capital contributed by the stockholders, or else foreign loans.
 

it must be noted that in 1978, in response to the need to expedite 

the.f.inancial system. and to make possible the mobilization of more 

resources, a series of regulations appZipabZe to these finamce
 

institutions were eliminated. The regulations authorizod the
 
Central Ba;ik to swpqrvise and control, through the Office of the
 

Controller General of 
Banks: i) the rates of interest on money
 

borrowed and lent, ii) the mah.-up of 
their loan portfolio, iii) 

the cash reserves, etc.
 

After the 1978 amendment, only a io% cash 
reserve 
.must be maintained on Zoans, this is anand incentive for the de

velopment of private activity in the finance)system. 

in the other finance institutions are included a 

series of institutions, most of them public, which carry out, one 

way or the other, the functions of financial intermediaries. The 

maimn ones are: Instituto Nacional de Seguros (INS), Instituto Na

cional de Vivienda y iUrbanoismo (INVU), Caja Costarricense de Seguro 

Social (CCSS), Instituto Nacional de Fomento Cooperativo (INFOCOOP) 

and Corporaci6n Costarricensede DesarrolZo (CODESA), the latter 

being particuhlrly important due to the mobilization of funds it 

has effected during the past .few, years, because of its"nature of: 

development institution. 
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GeneraZZy speaking, the finance market has been
 

a slightly-dveloped market, characterized by little flexibility,
 

which has resulted in scant attraction of intermal resources,even
 

though in tVie past few years 
a number of measures have been adopted 

in an effort to.gain greater flexibility and, 4n general, to im

prove its operatiom.
 

It is necessary to analyze the evolution of the
 

financial activity in order to 
form anlidea.of tie development
 

of the Costa Rican financial system during the period under con

sidera ti on. 

Considering the"fimnmcial activity and its rela

tionship to national production, in eeal terms it has experienced 

a slight growth in relative share. 1. fact, it was 4.0 in 1976 

and it went up to 4.5% in 1981. This result is explained by the 

relationship existing between this activity and the other produc

tive activities whose production values, in }eal terms, have grown
 

and, as stated in previous chapters, it has become am essentia 

element for the prodwctive activity. This circwmstance may be 

noticed in the continual increase in investment by the National 

Banking System (Table 4-12). 
 it shows how effective investment
 

by the commercial ba iks went 
from 5,093.2 million colones in 1976
 

to 8,278.3 million coZones in 1981, which constitutes a growth of
 

62.9%.
 

Aside from this overall evolution in the financial
 

activity, it is important 
to analyze its structure througliomt the
 

period. For this purpose, let us' consider Table 4-12.
 

http:anlidea.of


YEAR 


Agriculture 


Livestock, hunting and fishery 


Industry 


Electricity and other 


Comerce 


Services, 'transportation and
 
storage 


Housing, 


Personal credit 


Non Cias-ified credit 


Qredit to Foreign entities 


TOTAL 


SOURCE: Costa Rica Central Bank. 


TABLE 4.12 

NATIONAL BANKMhG SYSTEM
 

NEW EFFECTIVE LOANS
 
Amounts in millions of colones
 

Accumulated January Ist.-December 31st.
 

1976 1977 
 1978 


1343.4 1305.3 
 1531.9 


668.8 873.2 
 1006.5 


1645.7 1835.6 
 2156.3 


0.3 1.6 
 1.5 


255.9 233.3 268.9 


727.8 579.1 
 543.2 


221.3 287.6 
 415.5 


302.8 441.5 
 651.2 


134.8 207,9 
 269.2 


0.1 0.0 
 0.0 


5301.0 5765.1 
 6844.2 . 

Credit and Monetary Accounts.
 

1979 


1573.9 


1133.3 


1703.2 


0.5 


539.7 


715.5 


517.2 


675.4 


441.0 


0.0 


7229.6 


1980 1981 

1815.4 1754.E 

1229.3 1125.2 

1421.5 1671.6 

3.2 0.E 

620.0 656.7 

566.2 911.2 

433.9 398.0 

543.3 391.3 

576.6 875.5 

0.0 0.0 

7209.4 87S5.! 



'1- ('( 

Before interproting the information contained in
 

the table, it is necessary 
to point out some limitations. First
 

of all, some transactions between the components of 
the finance
 

system have been ignored, for the purpose of having an idea of
 

the overall acquisition of reso:urces 
by each of the elements,
 

irrespective of whether they come 
from another imstitmtion of the
 

finance system. At the same time,.as regards the private finance
 

companies, the information shown refers tq those that are filed
 

with 'he Office of the General Bank Amdttor, and due to certain
 

legal considerations the number of these 
finance companies is
 

variable, so therefore, under t.his 
iter the information is not
 

a true picture of the real situatio,, but unfortumately, it is
 

th only information available.
 

Bearing this in mind, 
the increase in the mobiZi

zation of funds is evident, to the point that 
it has almost trebled.
 

This gives an idea of the expansion of the financial activity i).
 

the country, motivated, as explained before, by 
the importance of
 

credit in the productive activity. Aside from the fact that in
 

the past few years, specifically since -978, a number of 
p'ies
 

have been adopted in order 
to expedite and stimulate the Costa
 

Rican finance system, in order to encourage the acquisition of
 

internal resources.
 

considering the evolution of the make-mp of 
the
 

finance system, in the 76-81 
period there have been mo significant
 

variations. The importance of 
the national banking system has
 

been evident, since its share-has, held around 7o% Of 
the entire
 

sys tem.
 

U
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Regarding the other 
finance institutions, their
 

great stability and growth is due 
to the fact that, to a large
 

extent, they include public institutions which, either through
 

internal or external financing, are assured the 
 funds required
 

for their activities. 

In regard to the private finance companies, their 

relative share has apparently diminished. This could be in ap

pearance because im reality the liberalization measures 
adopted
 
Vin 1978 would be expected to expand their activities. Ho;,ever, 

the informatioi does not 
bear out this result. This could be ex

plained by the that,
fact as previousZy stated, te infrtrcition
 

only includes 
the private finance companies filed with the office 

of the Auditor General of Banks, and it is worth while vointing
 

out that the number is variable, since the 
law sets forth that 

any such finance companies that devote less than 50% of their re

sources 
to merely finance activities (mainlytloans) are 
exemvt
 

from submittimg the monthly reports. 
 Taking advantage of this 

ruling, m'ny important finance companies have gotten out of sub

mitting the information (suffice it 
to say that OFOAIECO, S.A., 

one of the main finance companies in the country, does not file 

this informatiom). Aside from this, there are a large number of 

finance companies operati;ig in the country that do so outside the 

law. This inevitably leads us to the conclusion that the irnpor

tance of the private finance companies is understimated in the 

available information. 

One important aspect ;s that the government bonks 



TABLE 4.13 

FINANCE SYSTEM 

ACQUISITION OF RESOURCES 

Balances in millions of colones 

November 

National Banking System 

1976 

10044.7 

(70.3) 

1977 

12890.6 

(70.1) 

1978 

16042.5 

(69.2) 

1980 

20712.5 

(69.8) 

19S1 

27491.0 

(70.9) 

Other Finance Institutions 3746.9 

(26.2) 

4945.7 

(26.9) 

8453.7 

(27.8) 

8228.7 

(27.7) 

10695.7 

(27.6) 

Private Finance Companies 

TOTAL'. 

503.0 

(3.5) 

14295.4 

551.2 

(3.0) 

18387.5 

692.8 

(3.0) 

"23189.0 

725.4 

(2.5) 

29666.6 

564.9 

(1.5) 

38751.6 

NOTE: The figures in parentheses indicate relative values. 

SOURCE:Costa Rica Central Bank. Credit and Monetary Accounts. 



themselves, since 1971, have their own finance sections, which 

compete with private finance companies in attracting and inivest

ing fmme's, mainly for personal loans and for housing. One indi

cator of this competition is the different rates of interest 

charged and paid by the various finance institutions. 

As to the rates of interest charged, the private 

finance companies do not hesitate to .charge higher rates than 

those of the National Banking system bepcn4se their service is 

faster and involves less complicated administrative procedures.
 

It is importamt to stress that the nominal rates
 

of interest are comparatively l'ow. Considering the inflationary
 

process prevailing in the country, tke real interest rate would
 

be negative. (Suffice it to s(y that inflation in i98i was es

timiated at 66%). However, this apparently has not meant a con

siderable reduction in the capturing of funds by the finance sys

tern, which leads to the conclusion that ther)e is monetary il

lusion in Costa Rica.
 

As a special circumstance it is necessary to me:n

tion the National stock Exchange. While it is true that the ex

change does not operate, in eve:y respect, as a financial inter

mediary, special interest must be taken in it to the extenit that
 

it plays an important role in the mobilization of resources even
 

though, in this process, it participates only as a market to fa

cilitate the transactions.
 

This institution starled operating inAugust, 

1976, and since then it has been expanding its activities quite 

a lot, whi ch gives an idea of the reat -need that existed ini tlie 



count-c for an organtized secrities exchange.
 

Suffice it to say that by 1981, transactions in
 

the exchange anmownted to C5,557. 4 million, representing a growth
 

of 51-.7% as compared with the previous year. if they are com

pared with the transactions in 1977 (the first full year of oper

ation), the volume has grown about 14 times, which results cor

roborate the importance attained by this enitity (Table 4-14). 

in regard to the breakdo',nm of the transactions,
 

those involving foreign exchange stand out since they are the
 

most important item every year, in spite of the fact that in June,
 

1981, the exchange withdrew from the exchange market.
 

After the purchase and sale of foreign exchange,
 

there follow, in order of importance, transactions in time deposit 

certificates in local and foreign currency, and bonds issued by 

the public sector. 

it must be pointed out that, while the exchange 

is an excellent facility for selling shares iof private concerns, 

the transactions in this activity are the ones that have had the
 

least growth, t,; the point that, for 1981, there is a red"ction
 

of xo.x million colones. And there is even a decrease in the rel

ative importance, since its share has dropped from 2.7% in 1977 

to o.x% in 1981. 

The reasons for this situation include: 

i) The closely-held nature of most of the corporations 

in Costa Rica. 

ii) Under the prevailing credit facilities, it is better to 

look for financing from the National Banking System. 



TABLE 4.14 

OPERATIONS OF NATIONAL STOCK EXCHANGE 

In millions of colones 

DETAIL 1976 1977 1978 1979 i980 

Bonds 3.8 110.2 89.7 53.4 85.7 51 
Shares 1.4 10.8 14.9 10.0, 18.1 
Tax Credit Certificates 5.6 58.7 61.4 47.9 62.4 9 
Term Deposit Certificates in
National and Foreign Currency 29.7 65.1 220.9 418.8 599.2 ICO. 
Dollars 7.4 131.9 304.8 1107.4 2866.9 351 
Investment Certificates - - - 11.1 3 
.'ortgage Certificates 16.0 _ 0.7 29.5 13 
Promissory notes 2.0 0 . 0.5 
Bills of Exchange 

0.7 ' 0.2 
Prior Deposits 

6.6 
Backlog Certificates 

- 18: 
Term Savings Certificates 

11. 
Other O-0 0.2 0.2 2.3 0.4 2 
TOTAL 47.8 392.9 694.6 1641.3 3680.4 555, 

SOURCE: Costa Rica Central Bank. Monetary Accounts Section. 



iii) The time deposits with the banking system offer at

tractive interest rates and greater security aid this 

prompts i.vestors to put their m6ney therein. 

iv) Costa Rican businessmen in general are little inclined 

to make their financial statements public, and it is a 

well-known fact that keeping double sets of books is 

a widespread practice ii the country. 

Ia geyeral, tl'is is a deficiency in the Costa R-ican 

business sector becawse the exchange has even adopted some measures 

lately, such as exempting any new issues by private enterprises 

from the payment of inscription fees, and reducincg their o,.'crctino 

costs on the exchange.
 

In spite of this, the expaision of the exc-',icvae's 

activities is commendable. Furtkermore, it has diversified the 

securities traded. In fact, in 1981 it started trading in certif

icates of the "foreign exchange backlog", time savings deposit cer

tificates issued by the Saxco Popular, and time deposit certificates 

issued by the mutual savings and loak associations. 

All of these circumstanices ill give an. idea of 

the importance of the securities market in the Costa Ricon finance 

sys tem. 

In analyzing investment in te financial activity, 

there arise difficulties similar to those cxj;laimed in connection 

with the commercial activity. For this reason, only sot'.e as!;ects 

of the gross forration of capital will be commented, for tlie ytrs 

for which imfortnation is available. 

IV 



The only thing worth mentionig is the fact that 

in real terms, the gross investment in this activity shows a be

havior that is quite stable, to the extent that its relative share 

of the country's total 
has gone up from 1.78% to 2.64/a in 1979. 

This again bears out the expansion of this activity duirin. these 

years (Table 4-15).. 

Due to the very nature of financial services, the 

financing of its activities is largely based on resources obtaimed 

from the public. In the case of the National akiing Systei,, this 

is done by means of deposits i. checking accounts, tinie deivosits, 

etc., and in 
the case of the private finance companies, si;ice they 

cannot receive deposits in checking qccounts, t,.ey do so t'irough 

shares, investment certificates or capital contribLtio-. 

However, it mst be stated that, as all excilib3 of 

the deficiencies in their operation, finance services depend ato 

great extent on foreign resources. This is something that happens 

both in the National Bam1ing System and the rivate finance com

panies. 
 In fact, in 1976 foreign credit represented 2o.5I of the 

resources available to the banking system, and from then on it
 

showed quite a marked growth, to the point that in 198o, it rep

resented 30; (Table 4-16). 

In the case of the private finance comnramies, the 

situation is even clearer. in 1980, 451 of the resources avoi .obZe 

to them came front foreign credits. Tha.s situation is partly ex

plained by the restrictions imposed on these finance c.ompani,.s for
 

acquiring internal resources by moans :of deposits in checlzimn ac

counts (Table 4-17). 



TABLE 4.15 
FINANCE 
SERVICES
 

GROSS FORMATION OF CAPITAL
 
a!
 

real terms--Millions of colones in 

DETAIL 

Total for the Country 

Financial intermediaries 

Relative share 

Growth rate 

1 9 7 6 

4892.3 

87.2 

1.8 

-1.7 

1 9 7 7 

5868.1 

129.4 

2.2 

48.4 

1 9 7 8 

5957.8 

126.76 

2.i 

-2.0 

1 9 7 9 

6523.0 

172.3 

2.6 

35.9 

a/ Ddflated according to implicit deflator of the Gross Formation .of Capital. Base: 1976 = 100. 

.-SOtURCE: Costa Rica Central Bank. National Accounts. 



TABLE 4.16
 

ORIGIN OF RESOURCES
 

Balances in millions of colones
 

November
 

YFAR 
 1976 1977 1978 1979 
 1980
DETAIL 

I. 	 Absorption of Internal Funds 
 7863.5 9961.8 12575.4 15530.2 1S355.7
 
Z. 	 Foreign Credits 
 2058.9 2086.0 3367.2 5001.2 
 8142.-z
 
2. 	 Bonds in Fcreign Currency 0.0 0.0 
 0.0 0.0 762.C
 
4. 	 Allocation of Special Drawing Rights 
 109.0 109.3 116.2 
 167.2 217.;
 

5. 	 Government and Official
 
Entity Credit 
 13.3 13.5 	 13.7 13.8 
 13.2
 

TOTAL RE.30URCES 
 10094.7 12890.6 16042.5. 20712.5 27-91.7
 

SOURCE: Costa Rica Central Bank. 
Credit and Monetary Accounts.
 



PRIVATE 

TABLE 4.17 

FINANCE COMPANIES* 

Origin of resources 

Balarces in millions of colones 

November 

DETAIL 

YEAR 1976 1977 1978 1979 1980 

1. ABSORPTION OF INTERNAL FUNDS 225.6 .243.7 264.3 283.8 307.5 

2. CREDITS RECEIVED 

From foreign banks 

(44.8) 

277.2 

(44.2) 

307.2 

(38.1) 

428.5 

(39.8)! 

436.6 

(54.4) 

257.4 

Subsidized obl-igations 

-55.0) 

1.0 

(55.6) 

1.0 

(61.8) 

1.0 

(60.2) 

1.0 

(45.6) 

1.0 

TOTAL 
(C..2) 

503.8 

(0.2) 

551.2 

.. I 

692.8 

(-) 

725.4 

() 

564.9 

, Registered at the General Bank Auditors'Office. 

NOTE: The figures in parentheses indicate relltive figures. 

SOURCE: Our own analysis with data from the Costa Rica Central Bank. 

Credit and Monetary.Accounts. 
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General aspects 

The development of tourism in Costa Rica has been 

due to the characteristics anc -:equirements of demand, rather ttcn 

to planned action. It was not"uu.til the past few years thlat 
the 

government, through t'je 
Costa Rican Tourism Institute (ICT) -- a
 

public service institution --
 staited to carry out plannicq ac

tivities, but 
there are still problems to be solved.
 

The relative scarcity of resources assigxed to
 

tourism i.i 
 order to carry out its development has made it imPos

sible to 
overcome certain limitations in terms of materiZi-zimg
 

diverse attractions, of marketing 
the towristic produ{ct, and train

ing, among others.
 

The supply of touristic services is quite limited,
 

there are quality problemj both in connection with facilities and
 

in connection with service, and 4n some 
activities, rate levels

)

that are not 
on a par with the service offered.
 

The institutional framework is still weak, which
 

is partly due to the 
iack of an effective organizaiiomal moodel and
 

a suitable legislation.
 

Anothur problem is the disadvantage or difficulty
 

in effectively placing the 
Costa Rican touristic product on the
 

international travel market.
 

In general termis, tke tourism subsector may be
 

characterized as to growth.by the 
following indicators: 

- An annual average growth rate of. tourist arrivals, of 7.2, for 

the past eleven years (see Table 4-18,) 

http:growth.by


- A simple, present average of a little more 
than goo tourists
 

per day for external demand, with a slight seasonal variation,
 

on the basis of the occupation of accomoda(tios.
 

- An increase in 
the imflow of foreign exchGmge, which almost
 

quadrupled during the period ..197o-198o, and is growing at am
 

average rate of 13.4'%a year (see ,'able 4-19).
 

An average tourist stay of 3.5 nights, with an average tourist
 

expense of LS$6 7 . a day.
 

- In 1979, a total of $64.1 million went'out of the contry for
 

Costa Ricans and residents travelling abroad (outbound toiurism)
 

and this figure was five times tile 1970 figure. 

Tourism, as am economic activity, is still only 

comparatively important. The increase in the inflow of foreign
 

tourists who have visited the country has meant an 
inflow: of for

eign exchange which, in 198o, amounted to around US 79 .2 Million, 

.almost four times the amount obtained in 1970. 

The inflow of foreign exchane represents around 

8.7% Of the inflow obtained by the country for goods exported 

(FOB values). if such income is considered in tie light of the 

GNP, the ratio is 2.6%. 

Tourism, due to its service characteristics, gen

erates considerable employment, which is reflected both in direct
 

and in indirect occupation. in the former case, it takes place
 

in activities connected with lodging, food, 
touristic tramsporta

tion, touristic restaurants, tourist guides, etc. 
 In the latter, 

in related activities such asp construction, transportatio, stores, 

etc.
 

r 



The available statistics are not enough to deter

mine the exact magnitude of touristic employment. However, SELA
 

has estimated a figure of about 7,500 
tourist-related jobs in
 

This magnitude is insignificant in terms of the
 

country's overall 
employment and represents approximately x;% of
 

the labor force.-2


Recent and Present Evolution
 

Touristic Attracti6ns: There-Is ipdated and detailed
 

information on 
the inventory of National Touristic Resources,
 

whose attractions 
are divided into the following categories:
 

natural sites; cultural expressions; folklore; technical, scien

tific or contemporary artistic accomplishments, anid programmed
 

even ts.
 

There are few outstanding attractions 
that could, per
 

.sc, place the country in a favorable position to share in the in

ternatiohal travel market. However, 
there aoe varied ond. abLmndot,
 

intermediate-level attractions at reduced distaiice/time, which make
 

it possible to offer a diversified and attractive package.
 

The Costa Rican Tourism Institute is making availo'ole
 

some touristic attractions and buildimg certain basic infrastrwc

ture in connection therewith, to contribute to the develorment of
 

internal tourism and, at the same time, to give support service to
 

intermational tourism.
 

1/ Tourism Action Committee of SLLA, Work Dockment No." 
6.
 
2/ Ditto
 



TABLE 4.18
 

COSTA RICA: HISTORICAL EVOLUTION OF THE NUMBER OF
 

ARRIVALSOF INTERNATIONAL TOURISTS 1979-1981
 

(In thousands of tourists)
 
y 

YEAR 
NUMBER OF ARRIVALS OF 
INTERNATIONAL TOURISTS 

1970 155 

1971 170 

1972 202 

1973 247 

1974 272 

1975 297 

1976 299 

1977 328 

1978 340 

1979 318 

1980 43 2 

19&1 333 

SOURCE: Costa Rican Tourism Institute. 

ANNUAL 'GRO'fH 
VARIATION % INDEX
 

100.0
 

9.7 
 109.7
 

18,8 130.3
 

22.3 
 159.4
 

10.1 
 175.5
 

9.2 191.6 

0.1 192.9 

9.7 211.6 

3.7 
 219.4
 

-6.5 
 205.2
 

4.4 214.2
 

0.3 214.8 



TABLE 4.19
 

COSTA RICA: INFLOW OF FOREIGN EXCHANGE FROM 
INTERNATIONAL TOURISM 
1970-1980
 

(In millions of US$) 

YEAR FOREIGN EXCHANGEINFLOW ANNUALVARIATION GROW'TH
INDEX 

1970 20.9 
100.0 

1971 
 23.3 
 1f.5 
 111.5
 
1972 27.6 18.5 132.1 
1973 33.6 21.7 160.8 

* 1974 43.5 29.5 208.1 
1975 55.4 27.4 

. .265.1 
1976 57.1 3.1 

- 273.2 
1977 65.1 
 14.0 
 311.5
 

1978. 71.1 
 9.2 
 340.2
1979 72.9 
 2.5 
 348.8
 
.1980 
 79.2-
 8.6 
 378.9
 

1/-. This figure =ust be increased by US$ 20 million in foreign exchange received annually by annuitants and
 
pensioners living in the country.
 

SOURCE: 
 Costa Rican Tourism Institute.
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Touristic Facilities: This is made uP of the various
 

facilities where services required by tourists are 
rendered. The
 

touristic facilities are extensive and complex because a tourist
 

demands very diverse services.
 

At the present time it is estimated that there are 4267 

rooms broken down into different types of logding facilities such
 

as hotels, motels, apart-hotels, cabins and boarding houses, in
 

Costa Rica.
 

of the overall supply availablejit is felt that only
 

a group of hotels are suitable for receiving international tour

ists, bearing in mind the accomodation capacity and additional
 

ser'vices 
they offer. The overall, number of accomodations t7iat
 

can be considered suitable for tourists is 2413 
(57% of the over

all suppzy),
 

These hotels are mostly located in the center of San 

Jos6, at La LUruca, San Antonio de Bel6n (central zone 1573 rooms)
 

and Pacific beach areas.
 

Transportation: At the present time there are lo air

lines connecting Costa Rica with the 
rest of the countries in cen

tral America, Panama, Colombia, Venezuela, Mexico, United States,
 

Cuba, Puerto Rico and Spain. Furthermore, a national airline is
 

flying to the main touristic destinations within the country.
 

With regard to international land transportation, there
 

are two compamies travelling through Central America and Panama.
 

There are limited overland transportation facilities to other
 

places within the country, suitable for tourism.
 



International ocean transportatiom for tourism is only
 

occasional. For example, in 1981 
only two cruise shiips arrived
 

at Puerto Lim6m.
 

At domestic levels 
there are some units making pleasure
 

cruises but they are limited in extent 
and directed to only a couple
 

of touristic destinations.
 

The imported component of the touristic produict mainly,
 

refers to:
 

-
Direct imports of goods and services comstmed by 'tourists
V 

- Indirect imports: imports of inputs which are transformcc: in
 

the country and constitute part of touristic consuirption. 

- Cirect amd indirect imports of capital goods, required by'Notel
 

activities and other. touristic services.
 

- Payme;i's of 
transfers, promotion expenses abroad, repatriation
 

of profits, payment of charges, etc.
 

The calculation of the amount of 
the imnported component
 

of the touristic prodmct is complex, for whiqh reason 
the statis

tics available are only partial and can only be 
taken as im:icative.
 

It is estimated that 
the imported component of 
tCe tour

istic prod-uct is close to the equivalent of 36%,6 of the inf low' of 

foreign exchange for inbound tourism. 

Notwithstanding 
the fact thdt te touristic product is 

the sLim of services placed on te market to meet the requirccnts
 

of tourists, ithich 
requires an integration of activitieS in order
 

to market them better in Costa Rica, 
the various activities order

ate witi very little commercial integration, with'the exception of
 

.travel agencies and airlines.
 



Hotels, especially in view of the windfall in colones
 

due to devaluation, act independently through their own marketing
 

channels abroad, dealing . directly with wholesale foreigm agencies.
 

This makes it hard for most travel agencies to operate
 

as promoters of inbound tourism, and they concentrate only on
 

-local out-bound tourism (selling tickets for travel abroad).
 

Historical evolution of fie number of international
 

- tourist arrivals (External Demand)
 

The external to!ristic demand is analyzed taking into
 

consideration its quantitative aspects. Table 4-20 summarizes
 

the information on internationa. tourism that came to Costa Rica
 

between 1970 and 1981. It may be seen that Central America is
 

the origin of the most important portion of tourists, aroun) 57.6%,
 

followed by North America and Europe, which provide 21.n,9"', ad 8.6%
 

respectively. It is important to note the drop in the share of
 

North American tourism, which went from 25.7% in 1970 to 21.90
 

in 1981.
 

By countries, Nicaragua is where the largest number of
 

visitors is from (29.6%). it is to be noted that this flow does
 

not necessarily constitute touristic-motivated but in many cases,
 

they are immigrants for political reasons (refugees). Then comes
 

the United States, which, since 1978, shows a tendency to diminish
 

in absolute terms. In 1981 there was a significant inflow of Pan

amanians, more than 48% over the previous year. The figure re

corded was 48,246 persons, who posibly came into the country to
 

buy goods, spurred by the advantage afforded by the rate of ex

change.
 



TABLE 4.20
 

NUMBER OF ARRIVALS OF INTERNATIONAL TOURISTS IN COSTA RICA
 

BY ZONES AND COUNTRIES 

YEARS: 1976-1981 

YEAR 

ZONES 

TOTAL 

North America 

Canada 
United States 
Mexico 

Central America 

Guatemala 
El Salvador 
Hondutas 
Nicaragua 
Panama 

Caribbean 

Scuth America 

Europe 

Other Zones 

1976 

299.039 

81.785 

4.811 
69.200 
7.774 

165.948 

12.336 
14.627 
9.121 

105.554 
24.310 

2.398 

22.157 

21.711 

5.040 

1977 

327.548 

86.258 

5.216 
73.162 
7.880 

182.231 

13.657 
15.830 
10.851 

119.195 
22.698 

2.479 

25.192 

26.-00J3 

5.385 

1978 

340.442 

87.800 

5.880 
73.307 
8.612 

191.750 

13.914 
16.866 
10.887 

124.833 
25.250 

2.155 

25.248 

27.561 

5.926 

1979 

317.724 

80.259 

5.397 
66.524 
8.338 

170.247 

13.515 
15.101 
.9.177 
99.131 
33.323 

3.174 

28.272 

28.736 

7.036 

1980 

332.883 

.74.810 

5.695 
60.889 
8.226 

191.443 

15.247 
27.424 
12.888 

:103.344 
-32.541 

6.360 

26.862 

26.778 

6.630 

1981 

333.102 

72.921 

4.547 
59.992 
6.382 

191.721 

12.475 
20.396 
11.916 
98.688 
A8.246 

6.855 

26.191 

28.566 

6.848 

STRUC 
198i 

ICO 

21.9 

57.6 

2.C 

7.9 

2.0 

SOURCE: Ports of Entry. 



TABLE 4.21
 
hNUlBEI 0? ARRIVALS OF INTERNATIONAL TOURISTS IN COSTA RICA 

BY: MONTHSBY: ZONES AND COUNTRIES OF NORTH AND CENTRAL AMERICA 
PERIOD: 
 ist. QUARTER 1981-1982
 

January January. Variations February February
ZOES Variations
1981 March March
1982 Variations
Abs, % 1981 1982 Abs. % 
1st. Q. Ist.Q. Variati:1981 1982* Abs. , %*
Overall total 19EI 1982 Abs.
30.223 33.517 3.29 
 10.9 30.639
North America 3 .0 3 3.40 11.1
7.613 7.442 171 9.133 29.169 36 0.1
2.2 89.995 96.729
Canada 8.165 7.632 533 6.5 6.7- 

716 628 88 12.3 6.114 5.063 1.051 17.2 21.892 20.137 -1.755
569 
 624
United States 6.260 6.157 103 
55 9.7 520 442 78
1.6 6.894 15.0 1.805 1.694
Mexico 6.292 602 111
637 8.7 5.044 4.181
657 20 3.1 863 17.1
702 716 18.198 16.630 1.568
 

Central America 
14 2.0 550 440 110
15.907 19.813 3.906 24.6 

20.0 1.889 1.813 76
16.267 21.095
Guatemala 999 4.828 29.7 16.437 20.179 3.742
1.068 22.8
69 6.9 1.171 48.611 61.087 12.476
El Salvador 1.038 133 11.4
*2.177 1.655 1.040 701 339
522 23.9 1.676 32.6 3.210 2.807
Honduras 941 1.366 310 18.5 1.726 403
 
1.358 417 44.3 968 758 43.9 
 5.579 3.989
Nicaragua 1.114 1.396 282 25.3 1.590
8.809 8.438 1.011 1.016
371 4.2 8.960 9.138 178 

5 0.5 3.066 3.770 704
Panam5 2.0
2.981 7.294 9.094 7.349 1.745
4.313 144.7 19.2 26.863 24.925
3.346 8.157 4.811 143.8 1.938
3.566 10.145
Caribbean 
.. 

6.579 184.5 9.893 25.596 15.703889 
 288 
 601 67.6 1.013 369 644 
 63.6 1.386.
South America 257 1.129 81.5 3.288 914
2.731 2.710 21 2.374
0.8 
 2.206 2.014 
 192 
 8.7 1.930 1.335
Colombia 595 30.8 6.867
.... 1.362 6.0591.394 808
32 2.3 1.084 
 965 119 '11.0 888 
 . 624Other 1.369 264 29.7 3.334 2.983
1.316 53 351
3.9 
 1.122 
 1.049 
 73 6.5 1.042 ." 711
Europe * 331 31.8 3.533 3.0762.495 2.715 457
220 8.8 
 2.535 
 2.480 
 55 2.2 2.717 J.937
Other 780 28.7 7.747 7.132
588 549 615
39 6.6 453 
 453 •*.. ... -49 398 
 151 27.5 1.590 1.400 
 190
 
SOURCE: 
 Department of Statistics and Research COSTA RICAN TOURISM INSTITUTE.
 

NOTES: I/ Revised figures.

S 
 The month of =arch is not complete yet,
 



--

The number of arrivals of international tourists dwr

ing the 
first qarter in 1982 was 96.7 thousand, whichl is 7.5Z
 

higher than the volume recorded in 1981 during the period
same 


(Table 4-21). It bears noting that said variation is the result
 

almost exclusively, of the strong increase in the inflow of Pan

amanians, that-was in the order of 25.6 thousand, greater by 

158.7% than 
the number for 1981. The rest of the countries siowed 

a drop in the nwnber of arrivals. 

Prices of Services
 

The prices of 
tourist services have behaved differently,
 

depending on the ma.rket for which they are 
intended.
 

The services intended for the inbound 
trade (outside
 

tourism) are 
quoted in dollars or their equivalent at the oien
 

marklet rate, since tlhere is freedom to fix prices or rates, par

ticularly at first-class hotels. *This has made it possible for
 

the owners to earn high profits, to the point that some companies
 

that were in arrears with the banhing systed during four irethe 


ceding years, have started to repay their past-due loams.
 

The travel agencies are a special case. In spite of
 

the fact that they have liabilities in dollars with the airlines,
 

they charge their commissions in dollars and even 
though their
 

volume of business has dropped -- Coseta Ricans going abroad 


their income has increased substantially.
 

The tourism employmepit structure shows 
the hotel activ

ity as the maim gencerator of cir.ploymient (aroumd 2,800 direct em

ployees according to ofi98o data, 37' the employment'gelc-rated
 

by the touristic activity as a whole).
 



it is estimated that, for each direct -ob in the hotel 

activity, there are x.5 indirect jobs generated ini tlfe remaining 

sectors of the economy, which would represelt 4,200 indirect jobs. 

It is estimatec? that 57 of tourism jobs are in the wpper 

levels, 10 are middle-managememt jobs ad 79,2 are basic levels. 

According to the imformation available from direct
 

sources of the subsector, there has been no decrease in employme'lt 

in the sector due to the crisis. 

Natio,al Investmeiit (Public and Private) 

The Costa Rican Tourism Institute, knder its Operating 

Plan for 1981, has made provisions for the Basic Toristic.lnfra

structure Programi, for a total of about C15.9 million. 

This Program includes the following swb-programs: 

- Stopover points and camps 

- Lookout points 

- Beach IDevelopme.t
 

- Other Projects 

In addition, ICT is planning to carry out the Paragayo 

Gulf Project, for which will be required USS3 30 million which it 

is planned to obtain from outside sources. 

in previous years, there were generous loans for hotels 

(new construction, expamsion and improvements) but on projects 

with studies that, in many cases, were not itell founded. As a 

result, some projects went bankrupt, others were left uncompleted, 

and others stopped their payments for amortization and interest. 

The refinancing and ex ension of credits wound up as 

unbearable financial loads for the corpanies. " 
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During the past five years, the hotels "Vista Palace" 

"El Sitio", "Alajuela Racquet club" and formerly the "Chorotega
 

Tower", closed their doors.
 

Furthermore, the "San Jos6 Palace", 
the "Playboy", the
 

"Vista Afar" 
and the "Monte Alpino" stopped or postponed work. 

One fustification for this situation was the Zack of 

planning for the developing and equ.ipping, and growth was centered 

in the Metropolitan Area, where there was already some satLration, 

while the main attractions are located odtside said Area. 

In the past three years, there has been sore ivestment 

on the Pacific Coast and, except for one case, they are aimed at 

demand from abroad, and now there are beginning to apvear s'.ch 

things as "shared time" or "purchase of weeks per yecr". 

However, at present thee is'a new hotel under construc

tion in San Jos6. It will have 22o rooms 
and will be operated by
 

the Holiday inn chain.
 

Foreign Investment
 

There is no record on foreign investment, and due to the
 

political situation in Central America and 
the country's economic
 

crisis, it would seem that there has only been some 
investment in 

capital real estate from Nationalist China. 

Sources of Financing 

Traditionally, only LClE has given foreign financinq and
 

partic4larZy for hotels.
 

The public sector has only been given financing for the
 

feasibility studies and prepQring of 
the Master Plan f'or the Papa

gayo Gulf Project.
 



Generally, the lines of credit are channeled through
 

the Costa Rican malionalized banking system. 

At present, the Central Bank has left in abeyance the 

application of the Regulations on Credits and Investment in the 

hotel activity in order to adcpt measures intended correct
to the
 

prevailing situation, seeking both the recovery of resources and 

the proper operation of andexisting hotel supply, the completioni 

of some projects that are suitable for foreign tourism and good
 

prospects for meeting teir financial comnmitments. 

At present, CIE has also suspended its lines of credit
 

for the Tourism Sector.
 

Experience in financing matters
 

The.commercial banks gave important support 
to the build

ing or' hoioels, with the backing of the. Central Bank, for which pwr

pose the latter prepared the Regulations on Credits and Investment 

-for the hotel industry. The positive aspect of the experience ac

quired inhctel financing is that the instaZZed capacity for tour-, 

istic ar'!omodations has been increased, and the quality of service 

has been improved. it also has its negative aspects in regard to 

location and implementation of the projects and, particulirly, in 

regard to the recovery of the funds lent. In 193o, there was a 

balance to be recovered, totallinO LSS'4o.o milZion, includin,g 

past-dlue interest. 

Considering that both the financinig and the managerial 

attitude in the hotel business suffered fundamental errors, in the
 

month of March of the current.year, the government issued a direc



tive recomiending a drastic revision and immediate actions aimed 

at rescuing hotel companies that would be viable for the country's 

touristic development. The lines of action Qre: 

- The banks i,-ust prevent the continuing of uncomtrolled and scat

tered growth of hotels throughout the coLintry, for whtich p.rv.ose 

they must stop financing new individual projects that are ;iot 

contemplated in the Integral Plan for Touristic Develorrpenit of
 

the Costa Rican Tourism Institute,(ICT).
 

- The banking system must consolidate a'nd readjust the existing
 

credit operations, as well as finance Cle completion and equip

ping of hotels that are reqiuired as basic touristic offeri.g
 

and that seem likely to be able to meet their medium- avid lowin

term financial commitmets, granting whatever terms are necessary 

in ecc': case.
 

- The banks must promote the signing of a financing and accounting
 

agreement for hotel companies that do 	not have the capability to
 

pay the finanicing granted, but that meet he requirements of 

"basic hotel products". Lacking this, the pertinent legal steps
 

must be talzen. 

- ICT must further the signing of an agreement to guarantee tlie 

administrative and operating efficiency of hotel co.:panies offer

ing the basic conditions required by tourists. 

- The hotels having financial problems are 54, but in varyi",w de

grees. CZeven hotels of this kind stamd out due to the serio'.s

ness of their problems. These hotels are located in differicit
 

parts of the country. 

c. 	 Estimate of future need for financinig. 

In the future, there w.ill be a need 'for credit for t!ie tourist 

sector in the following amounts: 



- For the implementation of plans for recovering loans made to the
 

hotel sector it will be necessary to obtain outside funds amounting
 
S 

to US$ 21.9 million.
 

- In order to carry out various projects of ICT in the 1981-1982 

period, USS2. 9 million will be required, also from outside so;irces, 

and 

- To carry out other projects, imcldimg the financimg of the Papagayo 

Gulf Project, USS82.o million will be Ofreqjired. this at;tount,
 

US$30.3 are for the Papagayo Project. All these
of funds must be
 

obtained from outside sources.
 

The aforemiientioned demhand for financl resources implies a very stroig 

negotiatinig effort by Costa Rica, owing 
to the sitmatiomi of the
 

imtermatioual momey market avid the corrective measures beivig taken.
 

in connectiomv with the balauice of payrtemts, wh'liL'ch will no doubt
 

inifluence somewhat the priorities of the 
future outside borrowing
 

by the country.
 

Marketiviq chovIviels
 

Interuiational tourism is the most important kinid of tourism
 

for Costa Rica. The commercial arid operating structure of tourism
 

is covcenitrated on a small number of operators wtho, as local repre

sentatives, handle the groups originating in the issuiig tmarkcts and 

mamaged by the large w'olesalers of said imarkets. 

The marketi)ig methods being used di(fer,depenidin3 onv wheth

er they are public or private. The Costa Ricai Tourism Ivstitute
 

only prodcwes graphic material. vhch is distributed abroad through
 

the usual chammeZs such as air Ii.es, tr.avel agencies, embassies,
 



comsulates, some specialized magazimes, ad participat'on in 

specialized events (Lerlim Exchange, COTAL, etc.). The effect 

is only relative cmd it is often diluted because there is mo com

timwity or because the intenlsity is only slightly progressive.
 

The public relations activity represents a comprlewcnt 

to promotional efforts.
 

The private sector in mamy cases is oriented toward
 

outgoimng toutrism. For this reason, the complementatiom of public 

awd privcte promotional efforts is meager. 

Features of the Touristic Product 

The touristic prodct is made up of the various attrac

tions, goods ad services that are offered to meet touristic ae

mand. 

In Costa Rica, the procuicts that cam be offcred ore: 

beach and ocean, nature (excluding beach and ocec), culture, eni

.tertainment and recreation, and purchases and services. 

"All of the produActs that are potemtIially exploitable are 

mot offered. in most cases, the degree of exploitation of most 

touristic products offered is loi'.
 

Comnetitiveness of the touristic vroduct
 

The competition offered by the Costa IRican touristic 

product in the main issuing marets is a combination of four prin

cipal factors: quality of the attractions; access to scwe; qmality 

of services; ad comnarative price levels. In the recent pest, the 

"political evironient" factor has imcreased its influence sia.i

ficailtly. 

E'ue to the tyve of attrac.tioms it has, Costa -Rico hs 

access to two ty;:cs of iw.ortait foreieim. tourist flow: tho:;c 

1),
 



that constitute stay-over tourism with emphasis 
on beach, aid t!ose
 

that constittte itincrant tourism through capitals of 
the sbregion
 

and short trips around them.
 

The former of these two types of 
tourism is made up largely'
 

of 
the demand segment that travels arownd the Caribbean seeking sun,
 

sand and sea, aiid 
must therefore Compete with other destinations of
 

the Insular and Continental Caribbean.
 

The latter of these flows has 
a different motivation and
 

a limited stay (average 2.5 days).
 

The competitive levels ot 
the tozris tic prodwct nmist be
 
analyzed in terms of what is offered in 
the country for each of
 
these flows, 
in comparison with alternative destimationis.
 

In regard to the former, the natural attractions are corr
petitive and the means 
of access :;,'e adeq(ate, bwt the quality of
 
the services (hotels, food, etc.), the
are deficient. At present, 


effects of devaluation and the 
time lag in adjusting local prices
 

mahe up the deficiencies in 
the qvality of services. Access, 
es
pecially in 
terms of air transportation, offer some 
limitations in
 

regard to direct access 
frcm the issuing mar ets, but roDrtes with
 
services offer an 
adequate availability of seats. 
 One related prob

lem is the high cost of approximation transport, which is dzie 
to
 

reasons beyond local control 
(su~ch as fixing rates).
 

Itinerant toutrism through capitals of the region requires
 
the possibility of movimg through several intermediate destination
 

points. The political problems of 
the region have had a negative
 

effect 
on Central America asa destination, both for extra-regional 

demand and for travel required by regional demand, even thomgll the 



latter has 'recenbtly beeni spurred by "pwrclhases" dLe to the exc!aiioe 

differemce.
 

In general terms, it may be stated that the "cost" of tie 

package is highly competitive. However, the most imnportai.t locol 

hotels set ticir dollar rates at the equivalent of tie otc;i-,orket 

vale of this ctirrency. 

In terms of quality of the product offered, its con,.reti,tive 

sitwatiom is lover, p articularly dwe. to the qkaZity of the scrvices. 

Lastly, ii regard to domestic demancd, in spite of t'ie fact 

that devaluation cis cosiderably redkced the probability of tourism 

abroac, it has mot beemi possible to materialize its poteiiticl locaZly 

dtte to the cost of lodcgiio services at towristic ciestimatio;;i, ;ar

ticuZarly at beaches. lui this cowiectio,, some lodoimg estcaUish,e',tts 

are worki,:g with 9 ifferemtial rates (a disco!4mt for matiomals), but 

the practice is mot widespread mor advertised enough. 

The Piblic U stitwtiomal Framevork 

The ICT is the dece-tralized orgaizatiom emtrListed v.ith 

the implen'emitatiom of the towristic policies and with regilatting 

the sector. Hoyever, the laci" of am alrpropriate touristic lcgis

lation wimimizes its regulatimg amd copitrolZimg activities. 

There exist reiulatiouis for the operation of travel a:ei

cies ad their o;cratiovi recquires the arproval of ICT, b!At s'ic!i 

reqpLlatioui, w.'ere more the result of pressure by the trade ii order 

to limit access ii to the marloet by mew comnpauiies, tiaji to a c;cliberate 

policy by the reguZatim-,1 i'stit,.,tioii. 

Thcre exists a classificitioi of establishme-tts for te 

iri'ose o L:Ci; cliqiLblc for fiscal bcjiefits aiicn for crecit, I'ct 



imclusion im the registries is volumtary for the interested iarties.
 

In regard to the hotel bwsiness, they are free to fix
 

rates and there is no operating classification of establishnents, 

but only for pur2poses of the calculation of hotel sLpply. 

The legislation on pensioners ar amnni tants (Law No. 48z2
 

of August :r2, 197:1) deserves special mention. A total of 6,400 per

sons have come into the country under 
this law since it was enacted. 

of this figure, 4,000 are pensioners.'. This law is now being studied 

for the purpose of reaIking some amencdrtents intended to regulate cer

taim deficiencies that have beem observed wile it 
has been effect.
 

The Private Institttioiial Frameworh
 

Private touristic activity is organized throug!i 
the NationaZ
 

Tourism Chamber. -oweverP 
the various activities of the s.ubsector
 

have their own associations to prutect their interests. Cenera7ly,
 

greater importance is attached to the National Tourism Chamber (CANA

•TUR) in the activities other than hotels, because hotel 
operators
 

prefer their owm association (ACHA), w'hich iS ainly dle to t e fcct 

that hotel owners operate with interest that rwn counter to those of 

the remaining activities, and not in cooperation tlierewi th. However, 

ACHA does not group all of Cie hotel operators. 

Prosrects 

Extermal Demand: The evolution of tlte first quarter in 

:982 wouild seem to indicate that the effect of evaluation and the 

timne lag in adjusting domestic prices will continue, for sow;e time, 

to reactivate foreign inflow, es,?ecially subregional.
 

.s long as tie Central Airerican politicol cohtext does
 

not improve, or at least does mot 
.qro worse, it will be very un-


I.
 



likely that tourist inflow of North Americans will recover its 

former level.
 

The projections made by ICT toward the enid of 198o showed 

that for 1981, the total arrival of foreigners uould be 367.3 

thousand (34.2 thousand more than the figure achieved) and that 

number would go as high as 390.5 thousanld for the year 1982, and 

4 13.5 thousand in 1983.
 

A more conservative estimate in the light of the inflow
 

achieved in 1981 aid the first quarter of x982 shows that the year
 

1982 could close with about 358 thousand foreign tourists, which
 
figure would rise to 374 thousand i.n 1983, that is, increases of
 

25 thousand and 16 thousand tourists in 1982 and 1983 r-sFcc'tively. 

The interial derand: The comparative deteriorrtiou of t-ie 

rtal income of most Costa Rican population grous becouse of the 

inflationary process leads to the assumption that their capacity 

to indulge in tourism within the 
country will be reduced, and on 

the contrary, the demand for recreational activities w..ill be in

creased. 

On the other hand, groups with higher income, in the light 

of rising costs of travel abroad due to devaluation, it-ill probably 

indtlge to a greater extent in internal tourism. 

A light evidence of this trend may be obtained from the 

statement made by a spokesman for the National Chamber of ,esta4

rants and Related Activities, iw-ho said at api interview th6t, in 

spite of the wvorsening of the economic situation, the Volume of 

sales haci increased. lie added C'iat this was due to the fact that, 

due to the difficuLZties for travel "abroad, the discretional income 

is used to demanc more services of tOiis- type at thtc national level. 
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SuppIy: The short-term prospects for private hotel sup

ply will depend, 
to a large extent, on the behavior of three fac

tors: the behavior of foreign demand, the refinancing of hotels i:it4
 

problems and the inflationary process.
 

No new hotel project is on file, which is likely to be
 

implemented vithin the next two years, umZess there is 
a voZitical
 

decision to carry out 
the Papagayo 9guZf project, and the necessary
 

outside fimancina is obtained.
 

it is very likely that the HoterZ Aurola, owVned by Holiday
 

Inn (28o rooms) will be completed, that the Playboy HoteZI/ will be
 

sold to investors who will complete the uncompleted wor;' (amlotier 

16o rooms) and that work will be resta.rted on the San Jos6 Palace
 

(258 rooms).
 

Regarding the rest of 
touristic supply (restaurants, trav

el agencies, transportation, etc.) they will depend to a large ex

tent on the behavior of demand -- both local and foreign -- but
 

there is mo imforriction available on 
this ..atter.
 

Income: Assuming the conservative estimate mentioned
 

above on the inflow of foreign tourists during :982 and 1983, and
 

considering 
that the average expense cam be conservatively increased
 

by at least ioZ because of the inflationary effect in dollar tertrs,
 

income of foreign exchange cum be estimated at USS 93.7 million and
 

USS 107.6 million in 1982 and 1983 respectively. 

Investment: A recent study estimated investment in the 

swbsector for the 1981-85 period at !73.4 million in public invest

men"t and 
'3334million in private ,investment contemlZated, according
 

i/ At present attached by the principal- creditor, the Banco Nacional 
de Costa L.i ca. 



to projects on file, which include from infrastrwcture (Papaqayo 

Gwlf) to hotels and Conventiom Center. However, the country's pres

ent aconornfc situation may have substaittiaZly changed the inten.tions 

of the investors aid promoters. 

Recetly, the wife of the ncw President of te RenubZic 

announced a fabulous project costing S6oo million comsistici of
 

the coynstruction of a "satellite city" that woouZ operate as a
 

tourist attraction complex. The details of this project are very
 

scat and the imformation is very general."ln princiile, the in

vestment w'ouZcl cover infrastructure, a single-rail train, interial 

mobilization (electric cars, horses, boats, etc.) artificial
on am 


lake, a town (urban area) it'ith more than 
40 stores, 3o restb,.iranits, 

in addition to a hotel, a golf course, duty-free. stores an,.C, other 

faci li ties. 

The investment would be private and would come from local 

and foreign sources. 

-It will be necessary to await furt)er information ii order 

to judge its viability anzd national benefits. 

The Policies of the New Government: There is no clear 

definition of the actions that the recently-installed gover~nme.t 

of Costa Rica plans to develop, except. for the statemets appeor

ing in the newspapers about ICT's intentioms to promote a Natiomal 

Tourism Law, the amendments to the Law of Penisiomcrs mid Annui tc 1 its 

and the First Lady's P'roject. 

in regard to the first of these laws, its resuZts de!rend 

on the regulatory approach thereof, but in primcii)le it reco.iiizes 

the lack of an appro;riate juridical :framei'ort, f or the pro"-r or

gani zatioi n,id promotion of the subsector. 



In connection with the second law (Law of 
Pe.sioniers),
 

it is intended to make its application more restrictive apd selec

tive. This, on the one hand, would eliminate the deficiencies 

but on the other, it womZd detract significantly to the "inceNtive"
 

that it is supposed to represent. 

As to'the First Lady's Plan, mention was made above of 

t..e lack of information on which to. base opinion.a sounc 

One government action 
that applies to something else but
 

affects the subsector, is the implementa'tion of restrictive meas.res 

for the granting of permits (visas) to 
enter the country, thte effect 

of which is significpntly negativeto the flow of inbo :nd tourists.
 

Reactivation1 of the Sw'vsector 

The vrimcipaZ restrictionis 

a,, Situational 

- Restrictions to the granting of visas 

- The country's economic situation 

- The financing liinitations (credit and its cost) 

- Lach of a National Tourism Plan 

- Reduction in the real income of nationals
 

- Central American political situation 

- Prices of services for internal tourism
 

b.S trLictwral 

- Inadequacy of hotel suppzy (location, aLfanti ty aQd 

quazi ty) 

- Limitations a,( external -access by air (cost, caacity 

and routes) medium-.sized companies 



- Limitations for integrating a regional offering 

- Lack of a legal regulation of the activity 

- slight diversity of offerings (attractions and 

services) actually placed on the market. 

Short- aiid medium-term options
 

.The options for the evolution of the subsector will be
 

determined particularly by the economic policy measures adopted
 

by the Costa Rican public sector in its efforts to overcome the
 

economic crisis and by the comparative-importance assigned to the
 

subsector.
 

increase im touristic offerings: It 'ouldci seem that, 

owing to the peculiar characteristics of the activity, wiose in

bound tourism is considered am export activity and a great cener

ator of jobs in projects whose capital/employment ratio is low ad
 

start showing results in a short time, the swbsector could play am
 

-important role in its contribution to ease the present economic
 

crisis in tw,,o of its most outstanding manifestations: lack of for

eign exchange and growing unemployment. In order to achieve this,
 

it is essential to have a suitable E.pply of beaches in order to
 

attract tourists that stay for some time. In this connection, it
 

would seem wise to decide on the implementation of the Papagayo
 

Gulf project, w'hose studies are practi.cally completed, the la d
 

has been acqmired and a law recemtLy approved (still unsigned by
 

the Executive Power) ihereby the "executing entity" for the project
 

is created.
 

This, then, requires a poZitical decision in this coi

nection, limiting the State to the rcle of supplier of basic in

.°.,
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frastructure, regulator of its developmemt awd promotor of iive;t

memt. All of the developlmemt of the su:perstrtictwre (hotels, rcstcm

rants, emtertaimment, related services, etc.) showld be left to the. 

matiomal private sector or to foreigni imvestme~lt. 

Umder this co~itext, tie externa7 decmcuC should be co'trc 

aged through am approrriate pro':otion at the primcipal issLiinc. .?.oints, 

amd expamd the means of access to tle coLntry. In this coivectiom, 

adoptimg an open-sky-policy mot only.would increase t'ie avcilability 

of schedules and seats, but possibly result in 
a reductio. in rates
 

through competition. The recent 
case of Chile ii this resirEct is
 

revealing.
 

Similarly, it would be advisable 
to irnprove s,'m:!ly of ac

comodations in the maim receiving center 
(t'e ca:9ital) and su: .>le

mentary centers (Puntarenas apd rn,,-iiacaste) by streamZii~no hiotel 

projects whose construction is imcomplete. In this connection, the 

-projects should be revised and the possibility explored for the 
or

gamizatioh of a national operctimg company 
-- ) t'ie majority stock

holders of which could be the creditor nationaZ bazs -- for running 

these hotels, i;'hich would operate on strictly business-liki basis, 

followimg the examp~le of the mexican state operating comramy. (-)
 

The above would facilitate foreign markzeting -- for example,
 

through a joint reservation office 
-- it would cut operating costs -

through jrn-;t purchases -- make it possible integrate intercalto 

circuLits using the hotels of chain length of thethe the country; 

it would permit setting up vocational programs and promotional rates 

fo: 
local demapd off season, which, would 'emsure appropriate employ

(i) Nacional Hotelera de At6xico
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memt levels, etc. 

Preparihmq the Natiomal Tourism Plam 

The work of preparimg the gemeral reference framework through 

which the developmemt of the activity is emcowraged, regmIlted aoid 

directed, is am evidemt need that would allow stoopimo the disorderly, 

s-pontaneous growth originatimg imi the free iuiciative of local in

vestors, amd adjv'stimg the developihg of public imvestme'it to the 

priori ties thereof. 

The plam could be prepared im a short time (some six mom-ths), 

with the help of intermatiomal stpeciaZists with a" adequate jiatiomal 

coumterpart that would be provided by ICT. 

Prevarin the Natioal Tourism Law
 

A legal framework is required to regulate the activitv co;id to
 

permit settipio the "rules of the game" for the portici!:c,rs ii tie 

various activities of the smbsector. 

Promotiig the demaid 

Im additiom to the opeii-sky measures amd tlie proinotio i of ti;e 

pro ct in dema'd-isswig places, other types of tourism shouild be 

promoted, which are not being operated at present. 

In this coimiection, a request should be mode to the Liited 

States to include Costa Rica im the exceptions to the law on the 

holding of meetings, from board of director meetings to convemtions 

of North merican companiCs with expemses deductible from income 

tax im said country, i:hen they are held in our coumtry. (A short 

time ago, Jamaica was the subject of this kinid of treatment). 

At the same time, take advantage of the cotimtry's natLiral re

serves in order to promote selected 'tourism whose motivation would 



be the pecwliaritics of owr flora and fauna (for example, bird 

watchers to Gird Island). 

Oe4iin of new morkets 

The restricti.ons imposed by the Central American ioli tical 

sitkatiom, to tile svbregional towristic cirrents, brina out the 

need to resort to the promotion of other markets that Nave not been 

exploited yet and which do reach other Latin O.mericon c¢sti.citioms.
 

specifically, the promotion of Luropean markets (mainly, Gerwaciy)
 

and Japamese markets offers great prospe'ots.
 

Similarly, bi-loteral treaties co"Ij be signed, of t!te ziic 2
 

signed i:.itN Mexico to promote flows between the tw,'o countries mid
 

profit from the exveriemce of Mexico in the develoment of 
t:iis
 

activity.
 

/ 
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4,205 TRANS 'POITAT ION
 

In Costa Rica there are available air transport, lapd traiisport, 

railroad tranisport and ocean transp)ort services. Of these, tie r 

has limitations in ter:s of capacity and cost, ad is used lnrgeZy 

for perishable i.tems. Land traiisport -is limited by geogral-kical 

coverage (ce;itral America, Panama aiid Mexico), i" addition to its 

increasing costs through losses, delays, interruptions, etc., as a 

result of the Central America political, si'Ntation cu-wI the advoutac.es 

given to the workers in the Pananwakian case. 

Railroad tranisport is usesq..oly_.'ithin the country anid its lim

itations are due to the inflexi5ility of its routes ay,d access frot: 

the so'urces of prodkctioni, mainly agricultural/livestock. 

There is a;. interesting project involving the expansio;i of the 

coverage of this means of tra~isportation, generati.g an alter..ntive 

freight route joining the Atlantic Ocean with the Pacific Ocean 

through the northern plains, but this would r)equire strong foreign 

financing. said project would also pave the way for a future rail

rood interconection with Central America, a project that has long
 

been considered because of its appeal in reducing costs and mass

transportation of freig'it.
 

in conmzection with ocean traospor.tation, Costa Rico follow.'s 

an open-sea policy, that is, there are no controls for access by 

ships from all over the world, both of Iiies grotipci into con;fcr

ences and by those operating indcpei-dently, and there are frequent 

eitries and exits of firms in th.e market. 

Two of the main problems seen as limi tations to tihe grow tli 

http:advoutac.es
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of exports in ocean traiisportation,(through which more thci 9.2,', of 

the freight elitering and leaving tle cowntry is mobilized) coiist 

in the lack ofcapacity available in due time, and the cLifficulty
 

in exporting to mew markets.
 

IN this respect, tramsportation operators claim tat wvto
 

happens is that. there is 
 no pZai.ni g of exports, which have their 

ea in wintertime in the Northern Hemisphere. Since ticre is no
 

planniNg for exports, there are extraordinarydemands for which m.o
 

caipaci ty has been providec, and some of t,he. ones that reemire 
 s.cciaa 

eq imenit (for exam:Ze, refrigerated equi:r ie;,t). This occurred in 

198:t, when exvorts were stimilated by cieval atiom. 

IN regarc to the other of the problems, (the Iac'- of srvice to 

new markets, particularly to the islanids iN thC CaribLcc:i) iCt is 

cl.imed that one-way service camot be.given to !,,.accs v.icrc tiere is 

no flIow of freight that will enable vessels to tokethIe ccrgo out. 

The present freight is mainly moved by international companies, 

since national companies are insvfficient (Pan-Atlantic, Naviccri 

and Namcaqr). T"he first mentioned hires equipment abroad; the 

second o.ly .has. one ship and the third is a mkltinatiomal of cou,

tries in the caribbean). 

Due to the size of the. market,. the existemce of na tiomal fleets 

does nlot seem to be justified, ond this meams that there 'ill be no 
) 

significant investriemt in the Near fwture, in this activity, at the 

natiomal level. It would seem that suc11 investment ioMlIC o;ly be 

justified if it were possible to share in the bsin-ess of traisiortinq 

oil on. the Caribbean. This. is handled by most of. the Caribbeo.. 

States throegh ccrpaeies located bi t.heir old colonial metro!.,olises. 
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As regards the rates, there is marked competi tiom betweec, 

the varios limcs, wh-ere those beloigimg to Coifere-ces (with rcg

uflar schedwles amtd defimed rates) come wp againist owt-of-couference
 

limes which operate with discretional rates i.i accordance wi thi market
 

comditions aud volere of cargo 
to be trausported. 

In the matter of port facilities, the comntry has progressed 

sLbstaitially in the soltion of its deficiexcies, to the 'oi;lt tht 

the swrcharges that used to be applied for "port comgcstiomi" have 

beeii elitri;iated. At present,, the Nicaragkau port of Coriuito is 

wsed with Mo problems, bwt it is comsidered that ini eiq'it mol tI3, 

with the imstallatiom of the crpe for comtaimers ii calciera, o;l, 

t'is MIew Costa Rica --ort will be "sed.
 

There are ";roblems of 
vilferane i Y' the so-called ",,"o .rti's 

lruid". the area that is ;iot covered by "the ctistc,.s bet..'ec" its .'re

hoLises amd tile dock. This problem also comes -ipto a preater ex

temt in the port of Puntaremas dwe 
to the kiid of goods nloaded 

there (JavaNcse electrical a'vlia.ces). Howelver, the :robler; of 

pilferage is comssidered to be withinimormal levels. 

Am additioal proble, is the cost imvolved in or.erati:n-- oil 

the AtZantic, throwgh JAPDEVA, whom the trasport orgerotors call 

"tax collectors" for fimamcimg the comstructiom of co.,nimiity 
nic' 

regiobial developmeuet jobs. 

At presemt there are ro problems of arrears in paymemts di 
to the practice established, of charging for freight ii av ce 

aid im American ckrre icy. 

The services offered cover practically all of t:uai:ct o:'. 

The roll-oki roll-off aic! c.omtaimer metjiods are gainiiio i u: ,o,'ta&zc. 

,oo;i te ?:3ot rportnjit fruit coirw.aties: will wue omly these t 'o:.;. 
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There are dceficiemcies i 1 the equip1met for loadi)l OPmqd , load

img bulk goods, as required for !ieat, stapZe cereals, dc. whlich 

malzes it necessary to use comvem ti oal me thods: t'ja t rcCiires a lot 

of time amcl labor. 

The saviiig in labor in redNciig from 9 to 2 the sLtc,7s to i-ove 

the goods with the mew methods, have been solved throcjh agreenemts 

with the dock labor wmioms, Vwho clha-rge im accorda;ice "iit tie tori

mage eve- though they not (2. crews fordo work 17-ma eachi shiHr), 

but -Ctiis cost is more tham offset by tlie'savimgs obtaip.cd tiroiiu 

tke efficiemcy of the -iew methods. 

4.3 	 Problems faced by the sector 

The principal,problems faced b'y the commerce servicecd:," 

sector are:
 

i) 	 Lack of Ziquiidity or disfimamcig due to the fact tat 

more money is m'ow required to replace imventories. 

.The tra;'-sactiois in mouey are mow Z~rger, b,4t the 177 ysical 

volume.hamdled is smaller. 

ii) 	 lmportimg commerce has decreased drastically d!.,e to:
 

a) Lack of dollars
 

b) SmuigZiers have shut off credit 

C) Decrease im the imternal demamd by vir't'.e of the i;'cre-se 

im prices due to devalu.atiom 

iii) Stromg dismissal of workers due to the droo im busi 'css. 

some b:4simessmem, especially large busimesses, are restr,4c

turi;ig their ethods of ojeratio", chagimg oyer to self

service ii order to work 'with less persoel. 

-KP 

http:obtaip.cd
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iv) Uncertainty regarding 
the future behavior of t1te ccow1o,,,y, 

imtrodwices lack of secwrity a-d risk in the recleriji1 of 

finarciaZ services, which affects both the stpply wid t',e 

dena-id thereof. 

v) 	 I" the case of private .fimamice compaomies, te exchaige u:

certainty means an important problem for tiose that mobi

lize large swns of foreigi:resources, to the cxteit t'int, 

eco iomy v.izoZ, 

in asswmi.q 'the exchamge risk, there is the iossibilitv of 

suffering coisiderable losses. 

The above comsideratioms on the problems of the sector 

lead to the conclusion that the reactivation of same is goi;i- to 

be closely related to the stabilizatiom of the as 0 

so that any stimulus to prodvctive activities (aprickltwre c;:d im

dstry, cmd in gemeral, measu-res Lu-tt 'ill ma,-e z:ossibZe ir:,'-ove 

Costa Ricams' stam-dard of living) will result in the most importait 

support for the comercial and service activity. 

At 	 the same time, aid for other sectors,i the stcbilizatioii of 

the exchamge market is a top-priority need in order to improve the 

difficult situation in which the sector fimds itself. The achieve

memit of this stabilization w.iZl have both indirect effects by stirr

lati-g.other activities, cnd also direct effects on the activities 

of the sector. 
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4.4 INSTITUTIONAL UbI.%.lOl1< 

There are a number of public ilstitutiorns thlt, oue way or
 

amother, cooperate in the 
operation of private emterprise il the
 

commerce and service sector. 
Due to the difference ii the nature 

of these two activities, it is advisable to make separate alialses 

of the siAport illstitutioms. 

4 .4'. CCMM,'ER'CE 

At the pmblic'level, a comsiderable ntmber of institutionis 

give imdirect suonport to this" activity. 'However, we will c;',alyze 

the activities that lhave the greatest bearing on- the c'eveloi:-, ejit 

of cormerce. 

1' INIST"Y OF ECONO?,IY, -IN L-STi Y ANL'COMME..RCE 

Im co;icctio;i wi '- tie pro,otioi anc? coutroZ 'of tie co?;:i;'.rcial 

activity, the folzol;i)g f'4;uctiois stalid out: 

x) Promote internal commerce by marketing methods tiat w'ill 

encowrage the consumption of mational products. 

2) Draw ip, direct a;id coordinate polidies on prices, i6iq:ts 

and measures for supplies, arid market for initernal cow:erce. 

3) Draw up, direct and coorCAiuate policies on ir,.)orts a;-d 

foreign trade. 

4) Admimister commercial legislatio'i.
 

5) Promote the itegratiom of Latin American cotuitries ani.
 

other regious of the world.
 

6) Sign treaties, comve;itio)is and protocols on foreigui trncie,
 

in coordi)intiom wi tt other imstitwtiolis. 

7) Draw u', direct and smcrvise the imtulemeuiitation of i;olicies 

"iui reaard to comestic mid foreipm tourism, smch. ir'pleretitatio'i biuvi 

ekltr..crted to the Costa :\icall Tourism lmstjwte. 



in order to develop all of this work, there is a stbcdi

visiom by areas ii order to cover and nalyze each of its res,-omsi

bilities inl the most adeqwate mammer. 

Thus, the juridical derI-artmemt is emtrmsted with the re.

ister of reoresevtatives of foreig1 comcerms, amud of real estate 

brokersi the filimg of charges for ifrimgemeit of the lcw for tOze 

protectiom of comsiimers, amcd other fwctioms of a juric.'ical i.ature.
 

There is also the Executive Se-cretariat for sectoricAL 

PIo;:imc, whose basic fui{ctioms are isswi-mg the guidelimes for the 

matiomaZ developmemt plaui for each sector, as well as the objectives
 

of said pla-.
 

The Eureav of hIterior Commerce is eitrmste ,ith thic 

advisory service to the mbiistry ii; drawiiig u3 policies im tuis 

field, imclvdiv. partictlarly: 

-Fiximg the cost of products a-cd raw materials deemed iccessary, 

as w,'el as the rates for services am. the prqfit margims for the 

markzetimc of products. 

-Dissemimate the law for the protectiom of comsLimers. Pre

veNt s,ecCLiatiom cmd aiiy other objectiomable trade practice. 

-Issie the official price lists, which must be dis"layc by 

mercliamts. make ecomomic cralyses regprdiig proc.'ctioii, siily 

apid marketimg iii imteral commerce, a;:d propose measiures for reOL

latimc prices am) s~tpplies, both for fimished coods amr4 for raw 

materials.
 

-The area of foreigit trade carries owt siimilacr wo!, b~it ii 

adciition it rnist coordimate aiid par.ti.cipate ii the drnwi;iq ip of 

bi-lcteral amd mul ti-lateral agrce:e its ivitlh the coi trics i; tie 



Central Americam area, as well as in drawig; tip cwstom:s duties 

and meas Lrcs comccted thcrewith. 

-It muLst also enforce the application of. the law for the pro

motion of exports, particularly as regards the wse of tax credit 

certificates (CAT) and the certificate for imcreasimo exports (CLFX) 

and the temporary import activities. 

-Draw Lip amendments, extensions 
or revokals of trade agreen.chts 

signed i th mom-Central American cown tries. 

-Seek the opeming of new markets for'-,ational proclmctioi cnd 

seek miore favorable international terms of exchanqge for the country. 

-Keep an up-to-date control of. potential cara.city for exror table
 

prodvc ts.
 

At the same time, the Bureau of Economic imtegration is charged 

with the drawing up of policies, jkridical iNstrumemts, taxes and
 

customs policies that will promote'economic integratio.
 

In addition to all of the above, other kinc-s 
of fw.ctions are
 

carried out cooperate, ",way
in order to one or)aiother, with the
 

development and proper operation of 
commerce a)d services.
 

MINISTRY OF FINANCE
 

As regards commerce, in addition to its general fNnctioiis in
 

tax matters, it carries out, through some of 
its departwents, dif

fere;nt kinds of sLpport for commercial activity. Thus, the BSreaw
 

of Finance is enitrListed with a~thorizing exemptions of c.stoms cities
 

and other taxes, as well as avthorizing obligations, aid terms of
 

payment for the Treasmry's debtors 
to pay thcir committments.
 

1,5')/ 




In connection with foreign trade, the [3ureau of Customs is
 

in charge of 
the various reguZatio.s and customs provisions. Its 

principal functions are: 

a) Perform and enforce the provisions of the code of 
customs
 

legislation, Central American report anod 
other laws and provisions
 

connected therewi th. 

b) 
Draw up and issue the necessary instructions for the 
cor

rect appZication of the laws in the field customs.of 


c) Control, if necessary; the use
correqt and destination of 

the goods imported duty-free undcer the .ethocs adopted by the com

petent authorities.
 

d) Supervise 
the customs and customs offices to enisure or

serva;ce of the laws, regulations amnd instructions, thereof.
 

t) -ecide on 
claims submitted on'the appZication of customs
 

tariffs and other pertinent laws and regulations.
 

f) Authorize and order the inspection of goods in secondary
 

customs areas.
 

In genieral, the functions of 
this Bureau are quite important
 

in regard to foreign trade since its regulations and exemptions
 

constitute an 
important elememt in the course of tramsactions .'ith
 

foreign firms.
 

Private institutions
 

chamber of Rerrese~itatives of 
 Foreim Concerns
 

Im genceral, this Chamber grouths bitsinessrpen who are engqaged
 

in takiniq orders (purchase or sale) from importer or 
exporter fi rms
 

established 
locally, or who, one way or another, facilitate, ,prow.ote
 

.or complete the sale of goods 
or services that amother foreign mer

chant or industrialist sells or renders. 
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In order to promote commerce in any of its forms, thie Clamber 

carries out different kinds of activities, mainly: 

1. 	 Advisory service 

Advisory service is given in connectiom with cwstoms rroc

essing, it-iort permits, collections, export processica, bi-lnteral 

treaties,.CenitralAmerican Common Market a;d in general, on reg:ila

tions 	of a legal matwre ithich refer..to the commercial activity.
 

.2. Training
 

3. Protection to members
 

4, Dissemimation services
 

5. Other servi.ces: smch as the processing of permits to
 

operate as representatives of foreig, concernis.
 

IN order to advise its members in whatever proble,::s may
 

arise, 	 CRECEX Tzecps constantly in touchI with officers of tic Ccj-tral 

3ank and the Bureau of Cstoms. 

•CHAI.SER OF COA,',EiCE OF COSTA RICA 

This is ';ade p of businessmen, and activitics cojnCctC(' with 

commerce, i-'wdustry, service, tramsportation, aqriculture and other 

related activities. 

Its 	main objcctives are: 

a- Protect, cooperate with, avid firther tke economic, social 

and cultural progress of the country amd of its members. 

b- Pro??iote everything that fosters the developmerit and v.elfare 

of cotmerce in any of its forms, mld suipport tCe strejinthatheiio of 

commercial activity and free enterprise. 

c- Propose legal moas:Arcs a;gi see. that munsures contrary to 

commerce and free enterprise are not issued. 



d- Take part, ovi its owvi i"i tiotive, or as ai iiitcrmediory 

before the public aclmimistratio-i, to propose or support smc!.i peti

tioms as the Chamber of commerce or its members may s,&mit. 

For the achievemciit of said objectives okid im gemcral to sccure 

the stremgtiemii of commercial activity, the chtamber corrics owt 

diEferem t activi-ties, iczdig: 

HamdcIlipiri cosul tatioms by its members im matters suclz as: 

tari ff, tax aud wage matters, tie law .,for the protectio;-.of te 

comsumers, v roblems iI laud, air a id sea. trasvortortio (frcL'aits, 

comtractual terms aowd coniditioms, etc.); export awid irort of joo!s, 

etc., amid i vi ge ieral amy iumformatiom directly or iiircctZy comrc cte . 

wi th commerce. 

Ii aciditiou, it carries out programs i matters siich as: 

I . Trai iiig 

2. Labor Exchamge 

3. Conciliatiom in comflicts betwee compa'iies
 

""4. 	 Prownotiom of Exgorts, im coordipatiom with the Cei:ter 

for t'e Promotio" of Exports. 

5. Customs ,,cvisory Service
 

6. 	 I;iformatio aud articles of imterest 

7. Ecoilomic auid Legal Stvdies. 

8. .or! commit tees. 

Im gemc. ral, thte Chaber is a rcgwlating etity that eustires 

the proper operntio i of co:w:e:rcinl activity, protccts those ci,-ioed 

im it, respects the comsuwmer nnuc taies ivitercst im frr, eitcrrrise. 

tkside fro, tlh's chamtber, thcre are others of 'mimior in:,ort.,ce, 

ilii I Lid i )U 
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-NatioIaL chamber of Wliolesale Merchanits 

-Natioial Chamber of .'etail hierchiants 

-Chamber of AnricwltraL/Livestocl' 1;hi.ts 

In gepiera7, the objectives of these charbers are similar, bhLt 

sice they are smaller, they are less calabZe of develoriv7s5i7;",ort 

programs ocld, at the same time, less vicqoticta po'wer imi cow~victioi 

with the State. 

4.4.2 S ERVI CES 

There are ma)iy imstititioms that are co"inected itit; t'is 

activity cm-d so??e eveui parti ci?2ate-fm~l 1 tui:e iii tie rceri;of 

services. For am amalysis, it is acvisable to c7vice the scctor 

iuito cU fferei-t s,.bsectors: to'Arisni, tra;is!.ortotiom roi.- fii:-ce 

servi ces. 

1I each of these stbsectors, there are differe)it ci rci:st-;ices 

.that have had a bearimg om the ma-mer im which i stitt~oiial siipport 

has ta?%e; This feature wi'l be ;oted ii thej ajialysis. 

4.4.2.A) FINANCE SERVICES 

Coiisideriig ainnimy the state-owmed imsti ttioms, "tiere 

stawids ouit omie which, because of its mnagmitvde arid develoune;:t, 

has had decisive iiflkemce mogt o ly om the activities of the sector 

but, ii gei;,eral om the Costa Ricami ecr-omy. Di s i'te of the fcct 

that, im regard .o the fii-amce activity, it has played a com:etitive 

and coritrol role rcither thari o~ie of skoiport, due to its in:-,)ortauice 

we mnust devote special attc1tioll to it. 

NAT IONAL LiAtNK ING Y , , , 

Thc Natioilal INaulijiq Sys tet is made tAP of: 



-Banco Central do costa Rica 

-Baco NacionaZ de Costa Rica 

-Banco de Costa Rica 

.- 3anco A'tglZo-COstarricense 

-3anco Cr6dito Agrfcola de Cartago 

-The private commercialbanks 

in general, the. principal functions of the commercial banks 

are: 

i) Cooperate in the implementa'tion of the monetary, exchange, 

credit and banking policy of the Republi'6. 

2) seek the liquidity, so'Zvency and proper operation of the
 

National Banking Sys-tem. 

3) In the case 
of State Banks, g.uard and administer the bank

ing deposits of the community.
 

4) Try not to have in the country any inactive means of pro

duction, Zooking 
for the producer in order 
to place at his disposal
 

'the economic and technical means available to the System. 

with this reference framework, the Natiodnal Banking System
 

plays an important role in the development of private productive
 

activity, particularly in regard 
to the credit support it offers.
 

For such purpose, the commercial banks are in a position 
to finance
 

most of the productive activities, namely:
 

a) 
Operations connected with agricultural, livestock and in

dustrial production,. 

b) National service companies offering tourism, traisporta

tion and inforration media, when these are majority-held by costa 

Ri caps. 

c) Operations originating in the6:.importation, exportation, 

purchase ajnd sale or transportation of easily marketable goods. 



d) storage of agricultural, livestock or industrial r~roc-imcts, 

or import or export goods. 

e) In order to fi.na)nce companies dealing with the State or 

with private parties, when the latter need credit support to con

pete with foreign concerns, provided they show thiat thcir ca,;i toIl 

stock is held by costa Ricans.. 

Inm addition to th, credit services, the Commercic,I Sao!s rencer 

another series of finance services, amonI which are: 

a) Attracting savings. Only the Stpte corn,ercicl ban'.s can 

have savings sections entrusted with hoZdixg and inac-igixnq t'-E !uLb

Zic's deposits in curret account. This is am iiniort;:t service 

that constitutes a manner of rromroting saving as well cs to c' onnel 

resources of surplus units into deficit units. 

b) Capitalizations. The Statc comiherciol bcur'Zs are thCe o. ly 

ones authorized to have capitalization sections, entrusted w'ith the 

promotion and encouragement of foresight and savings, by meams of 

capitalization contracts and the receiving ofjsavings payments. 

This constitutes amother means for attracting resources that 

can then be used for the credit operations aZlowed by law. 

c) Promotion of agricultural credit and the economic a.d social 

improvement of small farmers. 

In addition, for the achievement of the objective set, the 

commercial banks can open anywhere within the national territory, 

agricultural creciit boards or credit offices for swall farmcrs, 

which will be entrusted with directing and managing tie rural credit 
progra is for smal farmers In their ow . area. 

d) lIdstrial Credit. Each bank can have an inldmstrial sec
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tion emtrms ted with promiotin.ig the creatio-i of iew braiiches of 

iwulstry, apid the expawisiom of those already existim. ini tic cium

try, througIh the various operatio;is that the law aithorizes. 

In1 this regard, the objectivc is the enicouragr,:!cnt of inius

trial productiom in the cowitry, through the crcction of a siccici

ized section to la.age and chamel funds for such purpose. 

in addition to the cctivities a.bove mentioned, the co-m!'ircial 

ba.ks,.ca, carry out awiother series of .'ac.tivities whicl, onc way or 

another, cons ti tute swpport fior the privlte 'sector, i;-cl Li"dir • 

-Accept anid endorse bills of exchnc;-ge aic othcr crecdi t foct

ments drawn agaimst themselves or agaiinst tlird parties. 

-jet w) bonc'ed warehouses, as well as car;y o;ut siiZrr storace 

operations for 3tcrinn .p'od'icts a;nd goods in their. ow)i w.rc':onses. 

BAtCC C-..,.L LL COSTA RICA 

This bank is the directive entity of 1he National ianki.q Sys

tern. its nature a-d objectives are set up under article 4 of the 

Orga,ic Law of the Banco Central de Costa P-Lda, namely: 

"The Banco Central de Costa Rica shall promote the orderly 

development of the Costa Rican economy for the purpose of achie'v

ing full employment of the cowntry's productive resources, tryi)g 

to prevent or reduce inflationary and deflationary trends wvhich 

could arise in the money and credit market. It shall try to keel, 

the extera, stability of the matioal currency and ensure its 

convertibility, while caring for the proper use of monetary re

serves of the nation for the achievememt of those essential com

ditions of general economic stabi1ity. -he 3anco. Central de Costa 

*Rica is obligated to forestall inact-iv.ity in production me.),s wlen 

http:ba.ks,.ca
http:promiotin.ig
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this is dhe to loci, of timely credi , anc1 to promote tie .qrc'unl 

diversificatiom of national prodtctio;i 
toward iter,s that will
 

strengthen the couxtry's balamce of payments."
 

For the acievemnemt of such ends, article 5 of tie same li,. 

sets forth the followi.c( fNctiois:
 

1) Maiy-taimimg the exteraZ.value a"c:7 the 
 covertibilit, of
 

the national currckzcy
 

'2) Gi-ard ay.d manage the cowtryis monetary reserves.
 

--3 ) issue bilZs 
aowc coins in accordc-ce with- tie rccZ wcds
 

of the eco;iomy.
 

4) Serve as a visor, 
 fiman-ce.age, t, o,6 bciaI-ccs' iiPr for the 
State.
 

5) urther fcivorable comiditiois for te strecythiei'ui, 1iczr-

i ty, solve;Icy cI pr ope r oieratic 
 of the N atio;c-, : .. stci:. 

6) Controlling money in circulatio,. the rates of exchange 

-and the rates of interest. 

7) Top-ZeveZ direction of bilzimg crclitJlamw sL-ervisio;- cilc 

coordiHatiom of 
the Natioal BomlziiQ Systew. 

8) Carrying out active nrid pas;ive operationis (Zoa='s 0iiC" 

borrowin-igs) 

9) Custody of the legaZ cash reserves of the National Loikimg 

System and settlement of the balances of clearing activities betw:eeni
 
barJ; s.
 

io) Granting authority for the operatiom of 
private baiiks.
 

ii) Cooperation with economic orgraizatioms of the cowi-try for
 

the achi eveie t of their e~ids.. 



All of these fN4ctio~s are related to te general fwmctioiiig 

of the Costa Ricai-, economy, amcd therefore affect the trivate sector. 

Nobody cam dotbt that the private sector depedcs to a grect extemt 

on tie :otivatiois of the ecoromic system im 7e;eraZ. HI of'c ition 

the sLf;?port ftrctious to thie Privce sector tliat cowe fro:: t': [,'c

tiomal Banking System are coordimbted aid, im the fimal oprolvsis, 

deternied by tie Cctral Bamltk. Thus, this orgoliizrtio;i beccrs, 

the ceitral axis of the cowitry's credit amg mometar. )olicy. 

In order to have wu idea. of this ci'rcumistrnce, it ill .,fffice 

to ccisider tie various credit ocrotio;ms tliat t!i bn, ". cr, c-r'y 

Owt, mcar y : 

I) Je.iscou t credit c ioc:memts for the .3 t te co!r'::crci 'I I ",.'s. 

2) Grci, t to the .ir( I Creci t 1.e:c,r t:ic i t o . tt - ;c , o! ,c 

de Cos ti .,i ca, locis i temcdec' for fi /a;-ci i,9 rrecli t o'cr- tio:s , rr'e 

by the Section of rvral credit 3oarcis. 

3) Grant looms to comrnmercial banks, garaiteed by bo-ids of 

the L:iblic L'elbt. 

4) Grant loas to the State co:mercial bamIzs, drimg ti :es 

of emergency whem the mometary wid exchamge stobiZity of the cor.ntry 

are threatemed. 

5) Grant loas to State commercial baiis with resowrces comiui; 

from foreign loas. 

6) Gramt loas to the variows .w.-lic imstitwtions, in vcry 

special cases, for a term mo greater than ome year. 

7) Grant its secwrity to State ilstit!4tioms fort-imn pcrt of. 

the National Bau iuq 3ysten.-.om medium- ad loc-tcrm lo ms thet 

they obtain i ith foreign fimapice organizations. 

http:3ysten.-.om
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8) Grot its secirity to pwblic insti ttutio.s in tranii;actiois 

the Iatter may make iti th foreigm fi moice orgolizat io113. 

9) Pwrchase, sell dud hold as imvestnfevrt, as o;:eui mnroet oper

atiors, bearer secitrities aid treasiuiry motes. 

The importace of tCe tSamco Ceiitral c'e Costa 2,icr, as dir,.ctive 

6ntity of the mometary aud credit %rolicyis clearly established.. 

Seyomd a dotibt, it has a d..cisive imflwemce on the activities of 

the c6utry's private emterprise. 

It bears stressimc that, in regard t'o f imance services, te 

Cemtral Bank, through the office of te Gemeral Gclmk Auii tor, 

exercises, or at least is imte, iedto exercise, co;Itrcl ovcr t'e 

various fimaimce conc-7,;ies. This phas. nierits special co;isi. -crtioui. 

OFFICE OF THE Gu111C:2L , ,,, . , U ITO7 

Iu general, tiis Office is emtrufsted wvith the pcr:aie t szmer

vision amd control of all of the departmemts amd office of the Cei

tral Gaik-of the other balzimr. imstit:.ftiom ofr the cou;i.tr,. 

The principal res..:omsibilities of thle a'uditor's ofice, t'1ro1', 

the a'uditor, assistant a. d.i tor c)-ercil, are: 

-Control of the operatioms amd activities of the establis!imets 

wmder its control, checking the books of accow-t, imveutories, checkz

img the cash, auid suchi verificatioms as it may deei it mecessary. 

-Ask the baml.s to fNrmish a semi-amrnial report om tle liquidi ty 

of their portfolios. 

-Oversee mnmI cotrol the issua.ce of securities, bills cni.' coiis 

made by the Cetra L ak, .Lld all of the irimtim., isswauce, coimiu9, 

exchagi ig, -ittdraa'al, cancel ling - .deioetizizg, imciiucratia opera

tios amd the ciistody of swcll secr?ties, bills.mcd coins. 

AV 

http:issua.ce
http:cou;i.tr


-Offer to the iMStitutions Linder its colitrol sucli siqors-_ 

tions, comments or recownmeidatiois as it may coisider aotvisoble 

issue necessary in structions to correct errors, clcficici.7cis or 

irregularities it rt.ay fi "d. And adopt suich measures as miiq!at be.
 

i,'itiiiv its comitetemce to samctio1 a;,d 
correct apiy trakisoressiosis 

that may have bee;i commit ted. 

The imilortalice t.at this orgaiization has haId in co.l .Iecctio 

it th the rendering of financial services mnst be s tressecd, since 

private fi;ia;ice compa;ties tmtst be registerVd- at this oroa;'.izntioPi, 

anc also 'iiere tiey nwst smb.mit a quarterly re.art of its cctivitics 

and the status of their .,ortfolios. In srite of this, it must 1 e
 

i)oimted! out tat private f)-,;amcemoaniy comucuies o'cratc outsice 

the Zaw, or evade te control of thie A'cNitor's Office .v ot'ier le

gal , , , suic as, for cxa ;7',c, Shoi' ig th'nt th!cy c.cvo te tn tie 

financing activity less thaci 5o;, of their resources. 

BANKINC COORDINATIN . COI IITTEE 

This is a coordinatimc body betieei the Jcoi'ome.ts of the t:a

tioiaZ amlzinn System4. It studies, as a whole, problems which ore 

cotimom to, and most important for, the member ba;iks of the Ntiouaz 

Bamhiig System. 

According to its regulatioms, te followimg f'Anctio-s n'rtimi 

to it: 

1) Propose solutiois for coordinating the activities of the 

National Laa'ig System. 

2) Propose uviform policies in connectioni witth adpiniistratioai 

and operatiom of thetstnte and private bamnks. 

3) leconnencl the settinO aip o(.,Ile chamisms, systems awl uro

http:Jcoi'ome.ts
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cedwres imtemded to improve the efficiercy of the t;atio-iaI 

Bamkimg Sys term awid the services it reiders to the pmblic. 

4) Serve as a forum for the exami matioyr' of various cs'r cts 

coi)iecteol wi th the orgaiizatiom, the prooress nc.d t'ie 

strem,,t!iie r.- of tie cowitry's baili i- systcm. 

5) Serve as a mecis for iiiter-baoi., liciisom cm, cc,:?:,wirc;tio1. 

For the p.rposes of the study 6f the .ro Iems of the Nctioc I 

B3a;,ikimg Sys teo;, th e Commi ttee apooimts work- commli t tees or rrot;,s 

.ith specific fu ctio zs, mai.ly iii asuccts v."'ere bau.: coorci,,c.ticOm 

iS po.sible, kwa-ely: 

i) Persornel mmioaetce-t a;fd cO'IepisctiolI ?,olices. 

2) Trai; imig h',twi:au resources. " 

3) Cc;:crci cF':iir.istratioiinCm opera tir:c :-rocec ures. 

4) Lata i.rocessicn cuid iiiforratics. 

5) Specializatio, im certaim bakimg services. 

6) -Irter-baIiaq cooperatio .
 

7) 1Ba;,k seciri ty.
 

8) stwdy omd recomnemIatioms om foreigm iiidebtediress ,:roc,,ranis.
 

9) Evalwatio l ard. recomme;dntior,s regardig the .emercl -olicy
 

of ehwcorsewemts wid gwaramteeimg paytrents. 

xo) Amalysis armd recomnemclatioms regordimg the geeral policy 

of emicorse;e}its a;id gLcirapiteeimr pay'emts. 

Tcre is i1o doubt t1hot the objectives soV.p't by tis or

gcmizatioi are quite im!ortamt eve. though ir sorre aspects it is 

hacrd to acieve thIe Lmifo rmi ty or coordi c tiom of. the bamkiic: oc

tivities, beccuse there persists the idea of coMpetitio. n, 'c sr'e

ci cIty be tivecm te va rios bcd;,Is. o-1o'4ver, coi.sidcrable !'rorress 

hcs bec c :cd i i this field. 



MIN13TiY OF F ['YNCC 

I" regard to fi;iance services, its ftvnctions are mainly related 

to fi;iclzci-ig with foreigni resources. TI1is is. done by the Foreign 

Ficamce LBreau, whose ge;tcral objcctives are: 

i) centralize efforts an;id cgotiotiokis i;IvolviMi t'te 

foreiqm credit of the Ce'tral Government, of th-e public arid rrivte 

sector, that will require the endorserc-it or gtcrnh tee of te State. 

2) Act as 'Technical Secretariat for the Natiomal Council 

for Foreign Fimapicing. 

3) Give advisory service to the CowciZ for Foreirm Fi 

moamciivig an the Miiistry of Fimavice in cooperatit? witl amd ic-'lr

mehitimg policies regardimg foreigi, credit. 

4) Carry out a !y other f,4;:ctioi corne'cteci vith foreiq-i 

firwicimg whicli may be assiczed to it. 

NATIONAL SECURITIES EXCHANGE 

This-imstitLftiom has played a very important role in the evo

lution of finance services in the counItry, since it has ,vrovive- a 

secuirities market that makes possible the chawn-elimc of reso'Arces 

in a mcre expedite manner. 

This is a COLESA subsidiary ad CODESA is its majority stock

holder. 

The main objectives are: 

a) The orgamizatio, regulation, overation of commercial 

establishments imteuided to serve as locations for megotiatiyin all 

kinds of secirities ad goods .whicli may be tradced at tlie ExcIc ;,Cc. 

b) Gain the participation of the l.rgest possiblc iiir;iber 

of persors i;i tie Costa i can;I capital frtarIct, f.acilitati .q t're uiar



chase amd sale of bomds, shares amd other secirities. 

For tC achieveme;it of the above objectives, it has te fol low

im fwIctioiis: 

1) ReguL ate a md keep im o;eratiom a tcC!icc-Iy or.qc:Izc'c 

stock market. 

2) Set the effective qwotatio~i for the sec'.rities iss.red. 

3) Give writtei evide;ice..Pf the trapisoctioms carried o'ut 

by the members by mecs of a doc.memt "'ssjied for each of Oteim. 

4) Offer stock brokers a tneetinig pZce for trni:'-i, 'ter 

dLie registratiomi, the purclase aid sale of bomds cmcd otier o:Li,:.

tioiis issi.wed by the N'atiomal Goverm-t,ejit ait, ,)!!'lic liv" ei,.Lities, 

obligatioms of cL ly recorded coruoratiois, s'iares of duly recorc'ed 

corporatioiis, amd auy other sectrities that tie Cou).cil of thC x,

cha;gge cousic,'ers it acivisable. 

5) Offer to its members aod to the pzblic whatever im

fornmatiom it may have which is mot coifideitial, om the emtities 

whose secwrities are registered om the Excha;,e. 

The main achievememt of this imstitwtiom is tavimr; crected a 

secuirities marhet offeriic' the xecessary cssramce for the devel

opmemt of secuirities trar'sactios im the couwitry. 

The Exchamge has introcduced some additiomal facilities for t'e 

compamies, such as exemptim- "Cw issues madce by private conr'rcis 

from the vaym;lt of the registratio; fee, amci redmcino the cost of 

operatimj om the Exchliaige. 

Howvever, the primary secLirities market has mot develorlec eoulqh 

but this is for otier reosoiis, ,nore related to the bwsimessmem's way 

of thin;zi iii the coventry tham to t'e.e ol ttiom of the Cxc'inI e. 



4.4 . 2 .) - TRAASPO.TA TI Op
 

The Vji~istry of 
 Pblic Itorks cWd Trca!s:.ortc,,io); is ooc 
of the rublic istittio 1 s that sw"',ort.t1iis..Ct.ivit,. t'+5;3 r st 
be strcs. cc bec ,ise thlis .Iipis try is tCie oIc t'Icit is CIosc t to
 
trn;,sortc,tioi at ciifferenit lcveZs i' tile coM 
 try. 

,'.:/,j OF . Ll" (.G :,3 .ILIJT',Y "i.:,",.O.ur: ... T)
 

I a gemeral way, this ,:i;iistry 1161MIc 
 es te c-ifFerej:t rc,-,ire
nie;i ts of tile co:{}itry im coilectio; "i t': rn . s , -i this re -S4', 

its fNOIctioms 
nre a s tii,1l.(s Ooth for t~le rE:,:eri.:c oi trr,' ortcti o 

services a-t:- for t!he ot!ier tro':!ctive activities.
 

1 i this regcr-: ' tile ici;. f'8ci o;s are
 

a) i-'o;+i, >il .)cl i!.:roy:- tin'':,s c.:.ro"rrs. .'
 

roc:s r'-.: 
 c o,)cr-tr "ith ti ic ali ties ir tt . 

, rc,s. ,: t :c'- conitrol rlri ts ct ,.,,, or c:. st , or 
proposed highways amd roods. Regulate, comtrol amd smuervise traf
fic, its emviromvm.ectAl cckiseqaeJmces omd tra ,s.,ort thro Lo 
 .1:li-.
 

roc.-s.
 

b) PIam, bnfiIld, irmarove, 
maimt6i m, o.crate ci .oaeI ,I 

the mcitio;IaZ airports amd appurtemnmces. Regulate cmd comtroZ
 

tramsportatioi 
amd traffic avid related activities by meams of 
a
 

Civil Aviatiowi Technical Couvcil.
 

c) Playl, 
build, improve avid maimtaim the ports 
aid coastal traffic, te waterways, imlac? mci viaatioy terriiiais,
 
ferry systems avid 
siriZr o-es. ,'\'eguate avid 
coutrol imter-,atiomai 

maritime s'i i);)iiC, constla+ Shli ,O, s; ts
- .j lv c ? Ji,: by i nvlad 

d) c OL<zatc, co;ltroi av. su; crvisc trnvisi.'ortctio): by, 

railroaci ami0 street cars. 

q.IJ
 

http:i.:,",.O.ur
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c) Recq ILate a -1 coitrol coil timions trams!ortatioii of 

bitllk goocs. 

-rler the internal strtictwre of tc Mi~istry, the Trnjis-ort 

Livisionl is siciinlcc: oiLt for tCie oc!iirvcIIeuIt of thIcse f.mct, 

This Livisimi , ii- c rorc s ccific v'ay, is ii- c'm-rqc of: 

i) i 'i8'rimg observaocc 'of policies, olams c,- ro-rcs 

comiected vi t!, traffic anid tralis!:ortntiomservices av-rovcc b, tie 

,mi is try. 

2) \,Zegwlate, coitrol adi sauIervise traffic, ai. tro;.',s

?ortotioi, imtermatioilaZ mnritimae s:iipHi;: , cos taI s'i-:)i;:-,, fcrry" 

.shii trs;:spc 

miblic ro.,.c-s, as ,'ell as by strcct cars, ,)i,,c-l es or ... nt" 

netliod w'ic!i may be sec' ii tCie fmt re. 

t.is or tatioae mn-,l L.,,tctiovi 

coastal shipping{. tert;imlals ..Iiici are kmc:er tie riuistry. 

4) Set up, co.trol amd enforce rates on the means of 

trcms';ort.tio;-, as .'ell as !zee;. im force .roccF6itres for 'ee" iv 

all rates rPerr-ame;itly w?!dated. 

5) Swrervise aad coordi;mate tie civil Aviation Lre.,.ts, 

Traffic Emigieeriig, motor veiicle tramsrortatio", troffic rolice, 

water tramsportatiom, air tramsportatiom, tech-iical st&c;ies, t.he 

Eepart:e't of ;ailways or the section im charge thereof. 

.ith this iifor natiom, the irnrmortoice or this mimistry ili re

gard to trcoisportatioi becomes evideNt, to the poiit that it is 

umiqme im this field. In acdditiom, thro,4gh the Pwblic :orks Eivi

sio;1, it carries oit the directio adid:swiervisiom of the biilcIicta, 

improveemt aid mlaiitemnlce of pwblic;.c)Works, as well as' the aPproval 

http:Lre.,.ts
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and comtroZ of all ivifrastrtcture jobs for tramsrortntio", to be 

bwiIt in the cowiltry whiicl are ;iot ucer t!e direct res;omsi':i1ity 

of the mimistry.
 

Other his ti t tioms, w'iic are sewri-al to7o,,.oLs, a;- ar*P c-milcctec? 

with tiis activity are: 

a) l",efimerfa Costarricense de Petr6leo (RECOPE) 

b) Traisirortes .,Metro:!oli'tamios S.A. (T*,ANSAL.A) 

Goth of thein are subsidiaries of "Co rp-.raci6m de EesarroIIo, 

S.A.-" (COL ESA). The first above rmemtioved niimst be stressed [-;c-ise 

it is very iml-ortaut, simce it is emtrwsted with refii;i; cir-: cis

tribwtizg f!~el iii the co!;itry. 

At te private level, there are sote chambers im tiis 7 -ivi ty, 

iiczLidig: 

a) cmara NaciomaZ de Trwisportes 

b) BEs company cooperatives
 

..c) Central Americani Carriers' Lnion
 

ci) Union of Costa Rican Taxi Overators 

In general, these orgwaizatioms are trade-relateci ca-id t'Lieir 

maim objective is the protection of the ivterests of t-eir mcrwbers. 

4.4.2.C) - TOURISM 

In the toi-ristic activity, the Costa Rican Touirism Nistit;I-te 

(ICT) minst be signaled owt among the plblic ijistitiationis. ICT is 
the orghiiizatiom e;tri-sted with ie plaziii i alid Ieve1o?;neOft 

tolristic activities i tie. cowitry. 

COS TA i I CA T-U,'\SM I N3 TITTE 

It was ornociized as an aLitorno.iotis "State ii.Sti twtiot iw'lose inain 
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object is to increase tourism in the country:
 

a) By promoti;ig the inflov. nmd pleasam t str'y in t! e 

coumntr- , of foreign vis-itors seclzi;: - ;t, amu>:>r:t c; , ent~-r

tainnen t. 

b) By promoting the bui lclimg and main tnininr, of ccco,

modations and recreation places for use by tourists. 

c) By carryin o out abroaO., the necessary advertisimp 

to make the country well known, in order to attrlcL tourism. 

d) By promoting and supervisikg private activity rimed 

at serving tourism. 

it has the follpwimg functions: 

a) Bmild, lease and manage hotels and other bilfinIs, 

sports fields, and all kinds of facilities for proper emtertvimmemt 

of visitors and for their rest aivd enioyment. 

b) Direct and carry out abroad, by all suitable means, 

•whatever advertising is necessary to make the co'mtry w:'ell Izow:n, 

in order to increase the inflow of visitors. I
 

c) Promote and encourage any commercial, industrial,
 

transport, sporting, artistic or cultural activities attempting to
 

attract tourism.
 

d) Operate such means of transportations as may be meces

sary when it becomes indispensable to do so.
 

e) Protect and advertise constructions or sites of his

toric interest, as well as places of natural beauty or scientific
 

importance, keeping them intact and preserving autoctonous flora and
 

fauna in their habitat.
 

f) Maintain national parks ,wherever it may deem advisable. 
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g') Protect, by every means withi 
 its scope, the ijiterests 

of the visitors, providi.q them n pleosanit -c.y in the countr.. 

I;: general, thi:; is.the ins ti twtiO tUI,L is c: tv 3 t:. v i th tCe 

touri;; tic octivi ties wi thin the comuntry av.id corni,-,,* frot-. nbracd. It
 

plai-s aid develops the various touristic projects.
 

OTHER INSTITUTiONS
 

In addition to ICT, 
there is ai-rother public institwtion that
 

gives su-port service to 
 the touristic activity more cdirectly: the 

National Traiii-zg Institute. This institute, as anl education.al
 

institution, vrenares , rofessionals in the 
 fieZd of tourism. 

At the -rivate 'evel, there-are entities such as: 

a) C1,wara NcciomaZ de T!4risrro (CANATUR) 

b) Asocicci6;-, Ccstarricense de Hoteleros y Afipies (:'.CHA) 

c) Cbi~mara Costarricense dCe Resta,4rantes y .. fines 

The activities of these ey.tities are aimedcit :rotccti;v- the
 

imterest of their members, more than at 
 the 6evelo'pment of the 

touristic activity.
 

4.4.3 EVALUATION OF THE INSTITUTIONAL FRA?,ME!'ORX
 

In analyzing the institxtioal framework, it is advisable to
 

do so for each of its components separately:
 

COMMERCE
 

The public institutional support for commerce is quite cdefi

cient. The meager availability of credit for commerce has alrcady
 

been commented on. In addition, the Ministry of 
Economy, industry
 

and Commerce concentrates more-on regulatory functions -than
on
 

promotion. 
 Thus, price control, im'p'or.t control and other control
 

http:education.al


me as.1 ures are the nai ii rc ic7 ti oiii~': 1) i t conu1:C rciLI (1C t ivi t y, Cl(IVi m 

o'sicle promotional ti i tic sI) pt icui1l1y in; regardl to f orci, trc!cP 

I.I.iC si t..to" - , rr"..:0 ti.va i of 

i te c~~t o.., '" "":" t, (tr:t1tio~'slicias r" rrots r..:. 

in ta in f kmc....i . . •- wh: i c k s ie oI r z . 

Inthis convection, it mkst'hbe stated that this du;lication of 

functions is quite 'a widespread problem in Zi'cci: :stit:ithe Costa iCL 


', ti7 framework.
on 


As.to private institt wtio6nS, ., tti.... are cabers t1t 

member-related interests, ihi"ch are mainly pressure growls tc ?.:ro
tect the "interestsof their members against ,t'e state aw juri!ccal 

appora tus.
 

' The training and development f"unCtions of these imstit tLois 
' ore quite Zimited, aside fromi wlich as rule the, cover a s':'l 

part of the themerchants of country, .since these activities -re 

carried out especially for the ,mendlers of the ch:irbers ;"iic'.t, i", 

fact, are..a small proportion of the total number Of persons ,ed 

in commerce,
 

TOUR ISM 

As explained before, the Costa Rican Tourism Institute 
(ICT)
 

is the institution in charge of promtoting and planning the country's
 

touristic .activity.
 

In reality, when judging the role of this institution it may
 

be said that it has shown a positive boolance insofar as protpotiig
 

t; .'ountry's tourism. In addi ti on, it must be borne in mimr that,
 

:because of .ts public nat "riit impede
has budget restri'ctios that 


or delay the implementation of' to'ris ic projects.. This situation 
 K
 

................ . " . :: 
 * 3 . . . .
,4 * . .t
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seems to have been smoothed over becasc of the importance that 
has been nivem to the touristic activi ty dwrinc tie post fe" ye-rf, 
al;C. 1iorc ;:-ccifically, the c'." '7over;;::.c;;t !has presented very aivTi
tious projects in this fic 1. 

It must be stated that, in spite of this V.izzimgmess to vromote 
t.ourism, some contradictory measwues have been adopted, since te
 
• equirements for the entry of tourists into te ccuntry (gra;iti!Jd 
of visas) have been made more stringepit. This wilZ evidentZy oct 
as a deterrent to foreign tourism. 

in the fieZd of trainiga, the NationaZ Training li.stit:4te is 
the institution in charge of giving direct support in the wa' of 
courses 
in hoteZry and tourism.
 

As a matter of fact, in spite of the efforts mcde in thiis fiel, 
it is evident that the touristic activity has mot bee deve7o'-., 
in accordance with the country's potentiaZ which, due to thCe co: try's 
geographical amd "olitical rositiom, coZld fincd tourism a renZ 

"industry under develo. ment". 

The private institutions existing in this activity are mainZy 
chambers and associations, oriented more toward the interests of 
their merbers than toward the dev Zopment of the country's tourisn,. 

TRANSPORTATION
 

As explained before, pubZic support for 
this activity is cen
tered in the Ministry of Public Iorlzs and Transport (MOP'T) ithicl, 
beyond a doubt, has played am importamt roZe, principaZly in the 
building of internal imfrastructure. 

However, as has been mentioned, in previous paragraphs, the 
deficiencies in transportation, parti&uiarZy maritime, are one uf
 
the main Zimitations 
for the export of industriaZ amd agrickltural 



procducts. Uwe to the imtnortamce of this situcition., it, o:to it Cf

f,rts s!lowL:' ' mc c4C i tith. iclr',. l w'ii.." offort.- Cie i r

ticipcitiom oi t.'ie S t te c tidof urivate emterriisc iN, c,'icr tc 

the sitmatiom w;'iich, no co4bt, comstitutes aji i; ortc;it bottLc ;ec!, 

for the development of foreign trade amd in general tie proc',ictive 

activi ties.
 

it ttwst be stressed that as regardis port c'- ifccili ti cs, r> 


the past fewv years irnvortamt efforts have tnoc.-e, i
bce;i tici-clZy 

iti th tlhe coustr,4ctioi of the ports of Cal iera oamic lofil, "ict u,-vc 

m~cae it poossible to solve almost all of the covtry's ,ort re -:Are

mei ts. 

FIN-zNCE JE.VICLS
 

's c'tatcc? in te deveo;-r:ac of cha'ter, t'ze NKti o L
t th *.
 

imn Systen is the in stitution that dominates the re-ri;. of fi;ce
 

services. I I this regari. rore thai-i a s i:p ort iiisti teLti; , 
 i ' is o;

of the co.poiiemts (the largest) the icam sor costa fii-omce st.:: 

However, due to its imr;ortavce, it warramted am amalysis, a4is also 

it justifies jvdging the role it has played in the remerimr of. fi

iance services. 

Wthile it is trwe that the National Berthimg System represemts 

about 70% of the Costa Rican finmace system amd serves as a mecli

avism for the development of the credit policy in surport of dif

ferent pro;uLctive activities, in conection with the evelourielt of 

private participation in this activity it has played a role 
to a 

certain'extent discourging.: On the ouie hamd, for some years (1973

.1978) , through legislatiom, the aCt.ivities of private finance cor

panies vre regulated, and after this legi-slation was ame'ded, the 
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mIk!ing Sys tel, cokltinlucr to rlay the role of coiwe ti tor, mhaiily
 
t' r iglh t 'ic fii .,(,),c e .' f o, 
 .t c': . ,," , r .- .' 1 a*--~ tln

cle for nrec ter ignr'.nte Pairtic;'i.nt i i, - the *fi ,cpc- rctivit ,. 

Ftrt!icr:iorc, tie :rcct imuortc,,cc t .Iuc by t"IC i"n tion.-,lizcL
 

bajikiirn system i trodwcec certaim rigidity im the fiximc of iitcer

est rates (either by. law: or to serve as a model for.._rivate fir-mce 

.Coflaies) tCiat has diminished tIe ossibilit t of attrrcti ir. ter; l 

resomrces, It r:st be added t .at am' additiqoial proble.' of tis 

gro'th- of matiomalized banking is that it' hcs resil t ec iu. cic, ii s., 

trative sncigs in gramtinn credit, that very ofte, cc;nsti tute e..',! 

obstacle for pro*.,ctive activities tiat deijemd. on crerdit s,,,-rt. 

I" orcer to be able to deterrmine.exactlv ".etieero- ;1ot t:e 

nationalized banking system is cood for tHe coumtrv's c-vc,:'C:,t, 

it iou be mecessory ma!ze deep study. However, iu:to a c.T1:,Sctic; 

with tHe caevelo;Imet of te finace activity, ever, t':i;:7 t,-"S to 

inC'icate that it Has played a retarding and disccur-,I; f7 rZh, 

As a gemeral conclusion on the institktional frrre;.crh s,-".or-c

img the sector, it may be stated that wkile is tHat somveit true 

imstitaitios have made important contributions, there Hs bEe;i a 

lack of willinaness to support the private sector, so casesin ma4y 


the public imstitutiom becomes a direct State participatiom in tHe 

productive activity. 

As to the private institutioms, they have assumed more a role 

of pressure groups than ofone support amd consolidation of tHe 

various activities, and im most cases, they are c.'ornimt.ed by te 

"big businessmem'! of the respective activities. 

http:c.'ornimt.ed
http:Pairtic;'i.nt
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4.5 CONSTRUCTION SECTOR
 

RECENT EVOLUTION 

The cons trl4ction srctor '-s ae':'crien ced, ini Cie rrcci,t 

past, importalit chcuies that, to a larqe vxtc;;t, are con;'cctc' "it'. 

the variatioms in the economy as a vhole. 

The share of constructibn in 
the Gross National Produmct 

has lodged at arond 6%, wich represents a sligit growth1 w to 

198o, partly caused by the 
large number of goveriment Vrojects. 

However, for 1981 this share showed a shorp drop anid te fiotre 

reached was even lower than the one 
for 1976 (Table 4-22).
 

The extent of cotractiom in the activity du,-ri;v' t'he rcst 

few years is reflected in the real. growt!h rate in pro-I ictio', , ic 

was -0.4 for 1980 and -28.6 for 1981. (Table 4-22).
 

In regard to euploymemt. the 'activity has beepn as rbin, 

arOund 7X of overall employment. In this respect it must be stated 

that employment grows as easily in times of boo,,, as it ctros in 

recessions. in fact, reflecting the contractjiom in te activity,
 

in comparing March 1982 with March, 1981, 
construction released
 

around 1o,ooo workers (Table 4-23).
 

The level of real wages paid ranges very close to the
 

average level for the economy (Table 2-30). 
 In part, this fluc

tuation is explained by the inestability of work in this activity,
 

which has mot permitted the development of strong labor unions.
 

The decrease in real wages during 
the past two years is quite sitr

ilar to 
the drop in average general wages, while there is slighter
 

deterioration than in other "activities.(Table 2-30).
 

Due to the very nature 0f.the activity, cre!.it is very
 

/ VI 
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important,'particularly in infrastructure projects whiclt are re

1c;tcc! to long-term fipnonci n. In this resp~ect, the availability
 

of rc-otircc. ac. ,s consic'rable iifluence in tfir coistr" o1'
 

sector. I, 1077 :078, boo"' ill priccs r::ce it ios-,
19c? the cof ec 

sible to fineoice a large part of the construiction projects with 

the country's own funds. subsequently, bank credit and borrowing
 

abroad have assumed considerable importance, mainly for fimanciyfq 

oublic works.
 

In this respect, the dec.rease in credf"t availability from the 

National Banking system for the activity, as well as the critical 

situation of the governmn-et with its foreign creditors, as ex,-lained
 

later on, represent an important factor in the contractioi of the
 

construction activity in the country. 

i) CREDIT AND INTEREST
 

The great importance of credit has led to the fact that te
 

•declcrqe in credit available has had recessive effects 
on tis ac

tivity. The increasing absorption of credit Iby the governmment takes 

resources away from the private construction activity. Credit for 

housing granted by the National Banking System can be taken;as an 

indicatcr of this situation. In fact, in real terms, credit for 

housing construction shows drops of 29.7% and 48.2% for 198o and 

1981, respectively (Table 4-25). In dddition, the high rates of 

interest charged to the activity represent another important obsta

cle to growth in conlstruction.
 

ii) FISCAL DEFICIT
 

A large part of the investment in this activity., mainly in
 

infrastructure, comes from the Government In this respect, the
 

. . ..
';
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critical fiscal sittuation ati the scait availability of foricji, 

rcsowrces co~isti tite i. ortait liw:,i tntiois to tic "'t!f il. C lic 

i ivcs tm ;; t iI: t1i s cC t i .,'i ty. t prc cit, the rcsc:irces cr J.;I I:Ce 

to some proj(:cts fiic:ced i"i th f wicis o'taiiecd frcr-, iMt, rpatio :a 1 

developme- t i;is ti twti onis. However, thle imn of urojlererta ti oil Uic,' 

ects is practically at a standstill, due the imability of
to the
 

State to ;'7t "n the required cowmterparts. 

iii) -INFLATION 

The increase in price levels, accel'5rated by devoZatioc,, which 

has occurred begimimig i 198o, has had a marked effect oi ccis truc

tion. In fact, a large part of the bii ldimr mci tericds are ir;:or 'c, 

so devaluiatio, brinigs about n co;-sicerable imcrease in tie cost of 

such waterials. Smffice it to state that te general imcre,se i;n
 

wh--!-iole-sale :,,rices was 41:.6 fcr 1,March 
of' this year (as ag imst "P78)
 

while for 
 btiildimo materials it was 461.4

iv) CONT:ACT1ON OF TE-i ECO'OY AI. REEISTIIBUTION OF 1I1,k222.E 

The ccmitraction of the economy as a w'hole ;ecessdrily Urigs 

about a drop in the physical facility reqkirememts of te varioUs 

activities, so the scant 
resources available are ot used for the
 

costru.ction of mew facilities bwt 
for the maiitecamce of existimg
 

ones1,
 

At the same time, the fact that the effects of iuflation ore, 

to a large exte;it, felt by the wage-earmig iniC'dIe class ( siiices'd 

this class is the principaI bkilder of houses) causes a retrncmchmem t 

in house building in the covmtry, which leaves r, increasiio mumber 

of families without the possibility of their owi home. 

The above cousideratioms oa the..roblems of the sector rermit 

I/ Accorciimq to data from the Costa Rica )Cemtral Banki. Price 
- '-Imcex Section. 



poimtijig o,t thlit said problens coulc' be ct tr':itatc" iw-i rectiy 

to t.zc cx . t that it is possibIc t' itc:;.':'" the : f" 'iou 'f 

urc4 t'y "v' ti . ,,ic!, i;: n c !i TcOmV. 


the rrcrv tt iu argric1,1t,fr ol c -Ki rt act ivi ti•r, s
icIi sti
 

a;Cthe
i si titic;i of te wagc-earmingr op Ztion-i is i,: rove.', it 

is to be expected that there will.be a growth ii tie comstrvctiom 

sector.
 

In th1e case of the public sector,. the sohitioi conmot be fotund 

im a better cistribution of r'esomrces Ul"t ii'a mrore efficie;it ,itili

zatio i thereof, so that by ta~imig resources fro.: less :roc::ictive 

pLblic activities, a larger amow.ut ccu~i be ,isec for t!,c b'iibiz: of 

imfrastrct:,re wor:.s. 

I NS TITU'F L..,.L Fr?..::'. "2. 

In the various brauichcs of conistruction t'icre irve bee" c'evel

ore c; series of vb:Iic or private imsti tLti ors that com;tri :{te 

to the bi.adldiu-g activity. These may be sNt!arizeg: as folzoes: 

INSTITZTION VCTVTYI NATUR E 

tMinistry of Public Works 
and Tramsport Infrastrmctire Puablic
 

Chamber of Bridge amd Higli
way Builders Ilufrast-rmcture Private
 

Central Americani Ecomomic
 
Uategratiou 13amk lmfrastrwcttfre Public 

Natiomal Hoasiu9i and Ur
bamizatiom imstitkte Howsimg Public
 

Savings aid loa-imt wa Is Hosiuig Private 

Howsimg Credit Companies Ho.sjniq: Private 



Otlic r Fi mnmc e 1;1t! .. ' :'CS "'.i , ' : i 

stri Ic.' ca,,c;i tv ?Lbic 

The mnost iw;oortauzt imisti tUtio;iS are:
 

On the part of 
 the State, the Ali mis try of PkbZic 1',orks , d Traos

port, em trus ted wi tTievery t1ig thaot 
has t do wit in frcs trtctre
 

(bricges, ro;cs, etc.)
 

The NCI'tio a Hovsimig ond Urbamizatiom lstiii te I", is too
'"iic. tCc 


i-ithority in hoisimo, obtains reso{rces amcd carries otit co;str!,c

tio" urojects taozimg acva-itage of Zrge-sccle r igs . "ossibletrC 


by ctil oss-oro~)thods.
 

There are 
aZso somtie other finmoce ivtarredioaries, Zie t'Cie t.otioIlz 

Uisu, .:y listit-te, te Costq 2icc Social Secri ty, tCi . t -t: 3r,;I-s, 

that devote r2art of their reso7urces to 'hovse builci-7. 

The Cemtral Aner. L'co;qo.,,ic hmte.3rctiomi a',!z oives strlc se!" -crt 

-to i;i[rastr;,ctvre -'rojectstedi c- to f ci itrtc tIe ':"-cess o{ 

tral ,niericam imtegration,. 

Amo~ig thle private instittioms having the greatest iwrortcce, is 

the Charziber of Sridge aoid Highway Uilders, "hich ensures ?.erfort:rC~ce 

wmder contracts by the govermnient aold also looks after the imterests 

of its members. 

The private fiv ace coripamies devote a large vrrt of teir 

resources to finayici-g construction md some of them hove eve:- soe

cialized in this activity, as in the case of t'I-e Sovings a;-, Loan 

Multuals. 

Generally speakivg, it may bedstated that public institi.tioial 

skpport for the sector is quite marced',due to the social nrtwre 



of the activity. This suiii ort is maimly evideot ii lootse bitilc iiin 

midc i ;ifr;.- trmctitrc .orls, cud inz t'c cc.-c of wisii ttis 'I-S -:cw~e 

it possible to attemiotc,* im port, tlic slortncc rro lc,;. ["" :w",lic 

ims t Lt tioi1aI siip')ort issumesin :cc of tlie irt.lr e o di rcct rtic i

patiom i tie activity itself, t~cnm that of swo-ort to tie '.':riv.ite 

§ector of *ttie activity. 



TABLE 4-22 

GROSS NATIONAL PRODUCT FOR CONSTRUCTION 

-millions of colones in real terms

base: 1966 

1976 j 1977 1978 1979 1980 1q81 

Construction 464.7 482.8 510.8 609.4 607.1 433.4 

Growth rakc - 3.9 5.8 19.3 -0.4 -28.6 

Relative share in 
overall GNP Total 5.9 5.6 5.6 6.4 6.3 4.7 

Source: Costa Rica Central Bank - National Accounts 



TABLE 4-23 

DIPLOYMENT AND WAGE EARNERS IN CONSTRUCTION 

(1976-1982) 

1976 1977 1978 1979 1980 1981 1982 

TOTAL WOFX<ING POPULATION 

M.arch 
July 
November 

-

619477 
685505 

636753 
658978 
716361 

675556 
696010 
767059 

697556 
718809 
760680 

722398 
724708 
767120 

719662 
726227 
808763 

746492 
-
- -

SECTOR TORFKING POPULATION C 

M arch 
July 
No.vebber 

-
40540 
36016 

40794 
4237. 
41627 

46625 
51537 
47139 1 

53722 
55542 
55009 

54887 
56189 
52445 

' 
55356 

48728 
44506 

45484 
-

WAGE-: r ,:ING 

Yarch 
July 
November 

POPULATICN 

-
450045 
496851 

455942 
475714 
524230 

492441 
508962 
574181* 

517310 
523361 
568900 

529292 
546116 
582635 

535137 
545574 
606708 

554948 
-

SF(7C1 tPE-.ANING 

Yarch 
July 
Novemnber 

POPULATION 

-
32894 
28471 

33888 
36160 
33630 

39193 
41721 
38778 

46171 
46269 
46057 

44648 
46484 
42780 

45506 
39479 
36353 

36386 
-

RFLATIVE FIGURES 

PFRCE:TAGE OF ':ACF-RARNERS 
WITH ,K PECTO TO.E TCTAL 

."zrch 
July 
November 

-

72.66 
72.5 

71.7 
72.3 
73.5 

72.9 
73.1 
74.8 

74.2 
72.8 
74.8 

73.3 
75.4 
75.9 

74.4 
73.7 
75.0 

74.3 



TABLE 4-23 (broughr forward) 

Employment and 1Cage-Earners in Construction 

PEPCE. :TAGE OF WAGE-Ea-RNERS 

IN THE SECTOR 
Xarch 
July 
November 

SHARE CF SECTOR IN OVERALL 
E2 LOr'E:;T 

J h6.4 
July 
November 

SHAFE OF SECTOP IN OVERALL 
WAGE E RYEpRS 

arch 

November 
July 

1976 

81.1 
79.0 

6.5 
5.25 

-

7.3 
5.7 

1977 

83.1 
85.3 
80.8 

6.4 
5.8 

7.4 

7.6 
6.4 

1978 

84.1 
80.9 
82.3 

6.9 
7.4 
6.1 

7.9 

8.2 
6.7 

1979 

85.9 
83.3 
83.7 

7.7 
7.7" 
7.2 

8.9 

8.8 
8..1 

1980 

81.3 
82.7 
81.6 

7.6 
7.7 
6.8 

• 8.4 

8.5 
7.3 

191I 

82.2 
81.0 

-

7.7 
6.7 

8.5 

7.2 
6.b 

1982 

_ 

6.1 
_ 

6.6 

-
-

Preliminary corrected figures 

SOUR E: Ministry of Labor and Social Security. National Survey of Homes, Employment 'and Unemployment. 

"-C-7 



1982 

TABLE 4-24 

EMPLCYZENT AND WAGE EARNERS IN THE SECTOR
 

CRO1,j11 RATE 

1977 
 I 1978* 1979 
 1980 
 1981 


WORKLIN:G POPULATION 
AR01-

3.3
6.1 	 3.6 -0.4 , 3.7JULY 
 6.4 
 5.6 
 3.3 
 0.8 
 .0.2 -
NOVEMBIER 
 4.5 
 7.1 
 -0.8 
 0.8 
 5.4
 

WORKING POPULATION - SECTOR 

- 14.3 
 15.2 
 2.2 
 0.8 
 -17.8
JULY 4.5 21.6 7.8 1.2 
 -13.3 -
NOVYEBER 15.6 
 13.2 
 16.7 
 -4.7 
 -15.1
 

1.YAGE-EAR: nC POPULATION 
MA0,-8.0 


5.0 
 - 2.3 
 1.1 
 3.7.'J
ULY 5.9 6.8 
 2.8 
 3.3 	 L 
NOVEMBER 5.9 
 9.1 
 0.0 
 2.4 
 4.1 

VAGE-FARNING POPULATION - SECTOR. 

-
 15.6 
 17.8 
 -3.3 
 . 1.9JULY 	 -20.0
 
9.9 
 15.4 
 10.9 
 0.5 
 -15.1
NOVE4BER 18,1 15.3 
 18,7 -7.1 
 -15.0
 

• 	Preliminary Corrected Figures

SOURCE: 
 Ministry of Labor and Social Security. 
 National Survey of Homes, Employment and Unemployment. 
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TAIII-E 4-25 

NATIONAL SA. !T,"nSYSTETI 
.NEt' ::Ir.cTrIVy L' T'! oll'qN(,
 

-Acrumulared ,n' i;n rv ':t - Pocerlhr 31st

-Amounts in millions of colones in real terms-

Base: 1976 
 100* 

1976 19.77 1978 1979 1980 1981 

Housing 
 221.3 
 272.9 
 362.6 
 378.3 
 270.8 
 134.8 
(- ) (14.2) (32.9) (4.3) (-28.4) (-50.2)
 

* Construction 
 186.5 221.2 
 292.9 
 31.4.9 
 221.3 
 114.7
(-) (18.6) (32.4) (7.5) (-29.7) (-48.2)
 
Purchase 
 34.8' 51.7 
 69.7 
 63.4 
 49.5 20.1( - ) (48.6) (34.8) (-9.0) (-21.9) (-59.4)
 

Share in overall credit

Total 
 4.2 
 5.0 
 6.0 
 7.0 
 6.0 
 4.5
 

Deflated in accordance with wholesale price index for building material.
 

Note: 
 Figures in parentheses represented growth rates.
 

Source: 
 Costa Rica Central Bank. 
 Credit and Monetary Accounts.
 



PRIVATE ECONJOMcC"ACTIVITY 

51 	 PRODUC']IT, )N A'D F(PORTATIoN_ LEGISLA TL'IjU , iBY ECNOMIC SEC T, RS:
 

''his chapLe als 
wih C ; !ican lc-jgu; Lti.n which r, : ula to:; 
the incentive pattern, by econ, mjic sector:;, '6f the pro(1uct,,11 innd ex 
portation activities. It 	 will also explore the marketing and comer
cialization stages of production and exports, attempting to identify
 
legal bottlenecks and disincentives which characterize the Costa Ri
can economy, from a legal standpoint. Because of time limitations, 
it has been impossible to present a comprehensive incentive wmheme. 
Nevertheless, we have selected and analized the statutes which have 
a bigger incidence over the subject matter. 

A.- TIE PRI14ARY SECTOR: 

1.- Production Incentives: 

Even though the Primary Sector has been traditionally
 
considered the main economic activity of Costa 
Rica due to 
our 	posi

in 	 the Internationaltion 	 Division of Labor as a producer of tropical 
agricultural commodities and the comparative advantages which this
 
sector offers, there exists a production incentive structure that can
 
be classified in the following categories:
 

a) 	 Subsidized banking credit: 

Pursuant to specific statutes which regulate the pro
duction and comercialization stages of certain commodities,subsidized
 
banking credit has been one of the uniform incentives granted to such
 
products in the context of a banking system which is state owned and
 

controlled.
 

This incentive has been created as a general obliga
tion of our Commercial and Central.Banks, contained in each specific
 
statute. 
 The degree of mandatory compliance with such obligationvaries with each commodity. In the case Ob 
 sugar cane and coffee,
 



subsidized banking credit must be *ivailable to 
finance private pro
ducers '" ' 'hyear' p. sLatutes-.. Both specify th. 

dits must r-inteed L'1v chatteli. mortgage ove: the potontiiL crop. 

in the p)rcine raising field, credit preferential treatment mus3t be 

granted tc Costa Rican producers. 
 The foregoing commodities are fa

vored by a statutory general statement which establishes the obliga

tion of granting credits. Nevertheless, the level and volume of
 

credit for these commodities is allocated-by the Executive Power,
 

through the Central Bank, in each year's 1ational Credit Plan.
 

In the case of reforestry and banana, the degree of
 

statutory regulation-for banking'credit is higher. 
In reforestry
 

activities, credit must be available ill 
a quantity not lower than a
 

2 % of total credit for the agriculture and cattle sector, interest
 

rates cannot be higher than an 8 % yearly and loan amortization mus:
 

be paid in a time period not lower than 15 years with a 5 years cra
 

period. 
 In the case of banana, interest rates cannot be hic.h 
r than
 

those charged for other agricultural and cattle activities for pro

ducers planting not more than 250 hectares. Statutory provisions fcr
 
these commodities cannot be modified by the Executive Power, intro

ducing an element of built-in inflexibility in the National Credit
 

Plan elaborated by the Central Bank.
 

b) Import duties exemption on inputs, capital and inter

mediate goods:
 

A tax incentive 
in the form of import duties exemp

tion for the importation of inputs,capital and intermediate goods Which
 

are necessary for the obtention ofr final products, is. also provided
 



for in the specific statutes which regulate certain commodities.
 
This exemption is granted 
 not only for productiun of agriculLt.r L. 
crops but it is also extended for processing of certain primary 
sector activities which are vertically integrated, such as banana, 

poultry , porciculture, fishing ,and mining. For example, in the
 
case of fishing, the exemptions are . erbddtboats, equipment, trans

portation, industrialization 
 and scientific materials. 

Import duties exemptions do 'not only apply to cer
tain commodities. The tax benefit can also be granted according to
 
the legal form of association edopted by the producers. 
 Statutory
 

provisions grant import duties ekemptions for 
inputs imported by
 
cooperatives, cantonal agricultural centers and by the National Pro

duction Council (CNP). 

c) Direct Tax exemptions:
 

Tax incentives, in the 
form of direct tax exemptions
 
are 
also available in determinate statutory norms. 
Producers which
 
qualify for the benefits of the Forestry Regime are entitled to 
a
 
tax credit against their income tax liability of Z16.000 pei cultiva

ted hectare. 
 Persons dedicated to reforestry activities are exempted
 
from their total real estate tax, uncultivated land tax and 
their
 

income tax liabilities only for such activities. 
In the banana pro
duction, the higher marginal income tax rate for foreign companies
 
which cultivate more than 2.000 hectares is of 45 ', as opposed to a 

50 % for other producers and taxpayers.
 

Cooperatives are 
totally exempted from income tax
 

liability and from real estate land.-taxes for 
a 10 year period.
 



The ir associaLe:, .ire ell', Lied to exclucd tr..m Lheir pc, :;on1 a:: . c 

income 50 % of the -urplus c, distributed to them by couperat. es.. 

d) Minimum purchase prices guaranteed to producer-s ,f 
certain agricultural products by the National Production Council:
 

A direct legal subsidy to producers of basic food,
 

products is provided for in the Law of the National Producti n
 

Council. In order to 
assure the productori'-level and volume 6,: 
so
 
called 
"basic food products", which form part of the regular 
averace
 

popular diet, The National Production Council is bound to establish,
 

announce and comply with minimum purchase prices guaranteed t- pro

ducers of such commodities, with enough time in advance of each crop.
 

The National Production Council is obliged to respect the rnin- ..
 
purchase prices announced in advance and private producers may sell
 

their production of said commodities to the C1P at the minimtu. price 

established.
 

The list of commodities with minimum purchase prices
 
guaranteed to producers is elaborated and decided by the National
 

Production Council, an entity of the Executive Power, and it can be
 

modified according to the levels of production of such products.
 

Even though the list of goods benefited by this system is constantly
 

changing, the most likely to be included are basic grains, such as
 

rice, beans, corn, sorghum, etc.
 

This subsidy mechanism is also extended to consumers
 

due to the National Production.Council's obligation established in
 

the same Law, to 
sell those products to the final consumer at a
 
#reasonable price", which means that the public .institution bears the
 

burden of price variations, equivalent to the difference between the
 

1' 



minimum purchase price paid to producers and the final consumer price
 
charged to the public. If we 
add the fact that basic grains have
 
price controls in the domestic market, we may conclude that the only
 

way of promoting production of these commodities under this system,
 
is assuring producers a higher minimum purchase price than the price
 

charged to consumers. The National Production Council pays the di'

fference in the form of a subsidy.
 

e) Credit for production affected by natural 
disasters:
 

A special statute establishes the obligation of do
mestic commercial banks to afford credit and renegociate debts with
 

producers that have been affected by natural events, such as 
floods,
 

fires, etc.
 

f) State insurance for crops:
 

The National Insurance Institute, a decentralized
 
.public institution which manages the state insurance monopoly, regu
lates completely the crop insurance. 
Pursuantj to statutory delegation, 

the National Insurance Institute may determine the preaiUms to be paid
 
by producers to insure their crop, depending on the commodity, the
 

geographical location, the risks involved, etc. 
Although producers
 
significant
must pay the iXemiuns of the crop insurance, there is a/likelihood that
 

government

the/insurance contains 
a subsidy, sincepremium 
do not reflect the actual
 

risks involved 
and costs of the program.
 

g) Subsidy for fertilizers:
 

Law N' 6707 of December 22, 1981, which amended Law
 

N*6696, known as National Currency Devaluation Statute, created an
 
export tax over the nontraditional exports to Central America. As a
 
second priority for the 
use of funds arising from said export tax,it
 



established a subsidy in favor of FERTICA, a state owned ftilizer 
factory, in order to maintain t1I s 111e prices, ch - _cd i, LI(ITICA, 

since September 30, 1981, to small and medilm p1:ouc :-Lo. 

This subsidy amounts a bigto sum taking into account 
that production'of fertiliz-rs has a high imported content and the
 

cost of imports has increased considerably since the date indicated
 

for price control. The export tax crezted to 
finance this subsidy,
 
up to 
this moment, has not even covered ,the first priority established
 

by the National Currency Devaluation Law. 
It also promotes s:nuggling
 

of fertilizers to ne.ighbor countries.
 

2.- Production constraints and disincentives:
 

From a legal 
 standpoint, major production desincentives
 
in the primary sector, mainly agriculture and cattle raising, 
are
 

determined by the combined effect of domestic price controls, distri-
.bution of output between domestic consumption and exportation, and
 

presence of National Producers Council's mini-ium purchase prices
 

guaranteed to producers. 
Other important obstacles for production
 

involve import taxes of inputs and the recent monetary problems deri
ved from devaluation of our currency, items which will be dealt with
 

in other sections of this work.
 

a) Official price control:
 

The Law of Consumer Protection entitles the Ministry
 
of Economy to 
impose price controls on products which are considered
 

basic for the population. 
Official price control can be effected by
 

direct imposition of maximum prices to be charged to 
consumers, in
 
the essential goods; or by imposing iqaximum porcentages of profit
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for persons interveninu in thre cornluercial stages of the proatct, 
generally in the case of nonessential goods. Decision on which prices 
of goods must be regulated and controlled, rests in the Ministry of 
Economy, through the operation of. Boards of Price Adjustments, and
 
are constantly being reviewed. 
Currently, price controls cover 
se

veral agricultural goods, specially thlose with high domestic consump

tion.
 

The effects of price controls over the primary 
sector products may be classified, by its incidence, in the following
 

categories.
 

l.-Products with scarce domestic demand and small
 
exportation level (nontraditional products).- This products are 
not
 
affected by price controls and they have enough incentives to be
 
produced due to the fact that the major part of production is desti

nated to exportation.
 

2.- Prcjucts of 
 scarce domestic consumption and a
 
high volume of exports (banana, shrimps, etc.).-
 This products are
 
also incentivated to be produced, since they do not have price con

trols due to the scarce domestic demand.
 

3.- Products with high domestic demand and scarce
 
export. volume 
 - They may be classified depending on the existence
 

of minimum purchase prices guaranteed to producers or not:
 

a) Products with minimum purchase prices guaran
teed to producers (rice,beans, corn, sorghum) 
 they have strict
 

price controls. Nevertheless, they are benefited by the.minimum
 
purchase prices paid by the CNP to the producer.and depending on the
 



adequacy of such price is that there will be 
an incentive to prrduce
 

them or not; 

b) Those 0cl,) : L hltve minintu ,-cL', ._
 

price guaranteed by the CNP (milk, eggs, etc.) 
 this•r.!prucLS 

not incentivated to be produced"due to 
the fact that they cannot be
 
exported, they do not have subsidies and they are strictly controll
 

in their prices.
 

4.-
 Products with presumed high domestic consu:ptin
 
and a high exportation level (coffee, sugar cane, r-)- the pr:)uc
tion incentive will be determined by the total annuai production an4
 

the possibilities for e,:oort. 
 If there is a high exportab .
 .
 

plus, after the domestic quota, the exportati.Dn will s'Lsidi .
 the
 
sale in the domestic market. 
This prcrkucts have a src- ::.c:- c;.n
trol and a mandatory supply for the domestic market. The hi-- domes
tic consumption seems to be a fiction which reflects :> "
.
 

of smuggling to 
other neighbor countries where prices afe
 

This factor is 
one of the probable causes 
which ficticiously enhances
 
the level of domestic consumption.
 

b) Taxes on inputs of these products are a main disincentive
 
for production, specially if it is accompanied by price control in
 
the sales performed in the domestic market. 
Taxes on inputs will be
 

dealt with in 
 another chapter.
 

c) Exchange problems which affects the importation of capital
 
and intermediate goods -The devaluation suffered by the 
national 
currency of aproximately a ,600 V has made that, besides the taxes
 

on the importation of inputs, 
It i., practically impossible
 

http:exportati.Dn


to substitute the capital and intermediate goods f.:,r the proOduction
 

of the primary sector.- The fact . been caus. . i:'.crc. in
 
price of said gods, dLPe to the devaluation, , di".culz
 

the acquisition of foreign currency. This pro L-.1. wilI bu troae.
 

in a bigger extent in another chapter.
 

3.- Regulations upon the internal and external comme'ciali

zation processes of agricultural products:
 

In order to 
regulate the main agricultural troducts of
 
exportation and internal consumption, Costa Rican legislation has
 
created several institutions of a public and private co.:bined 
nature
 

(with participation of government and private en-repreneurs) .n
 
charge 
 of regulating all the transactions in the commercialization
 

process of said products. Such cntities do 
noz have a uniform pattern% 

since the degree of intervention in the transactions which they regu
late, varies according to each product. The degree of independence
 

of such entities also varies. 
According to 
t2)e degree of reculaticn
 

of commercial transactions with each product, the institutions may be
 

classified in the following form:
 

a) Entities with a high degree of reculation over the
 

transactions:
 

The Sugar Cane Agricultural and Industrial League is
 
the entity which regulates the transactions with sugar cane and may
 
be considered the one with the highest power in the regulation of
 

private transactions with agricultural products. 
This entity regulats
 
completely the relations among producers, sugar cane refineries and
 

the whole exportation activity. 
The. institution purchases, exports,
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distributes, sells, exports and ,even Ihave powers to, 
 port sugar
 
cane when the production.level cannot supply .the dumestic market.
 
It also establishes the internal consumption and the exportatio)n
 
quotas and the quotas which every refinery must process. 
All the
 
exportation agreements must be'registered and approved by the
 
League before its exportation. It regulates the quality, may li
mit number of refineries and regulates-profit obtained by the ex
porter in each exportation. 
In summary, this institution regulates
 
all the production and commercialization aspects of the sugar cane
 
and Iin the practice/ it is the only one which exports all the ex:ce
dents of sugar cane 
to 
foreign co:untries paying the producers u7nd
 
the refineries in advance over said exportations or over 
-he c:::.-cs
tic sale price. The intervention of the Sugar Cane League hs re
presented a true ordering of the sugar cane market in Costa .i.cLa. 

b) Entities with 
a highdeqree of regulation ver the 
transactiDns, but with a certain, margin for private trans
actions (Coffee Office and The Assisting Comission for the 
beef 

Market, a department of the CNP)
 

The Coffee Office regulates all the relations
 
between producers, coffee processors and exporters; sale and purchase
 
prices of coffee; establishes the domestic consumption and export
 
quotas; establishes the net profit of the exporter, tied 
 up to a
 
percentage of every transaction. 
Sale and purchase agreements should
 
be recorded in the Office. 
 It also regulates the quality and, in
 
general, all the comiercialization 
process, trying to 
avoid the intc"
 
vention of unnecessary intermediaries.. 'The Coffee Office is in
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.charge of liquicating the foreign exchange obtained from thu! 2xpor

tation, through an allocation :nechann:-.,- among..a *L the persons that 

intervene in the productive stages. It has also the powers ot
 

establishing a minimum purchase price guaranteed to the coffee pro

ducers. The only difference with the Sugar Cane League consists in
 

that the exportation agreements can )e negociate privately and the
 

Office operates as a fiscalizing entity and not as a direct exporter.
 

The Assisting the Market, anComissionfcy M. 

entity which depends of the National Production C-uncil /has the powers 

of recommending to the CNP the internal consumpt-_n and exportation 

quotas and the percentage of female cattle which can be carved and 

exporte . It has also the powers of prohibiting exportation, to 

grant exportation permits only to the exporter that can demonstrate
 

that he has comply with the domestic consumption quota. Sale and 

'purchase contracts must be registered before the CNP and there is 

total freedom to export, under the control of Ithe CNP. Regarding 

the beef market, there is a private agreement or oligopoly among the
 

four local processors in order to distribute, among them,the quotas
 

for the exportation market, The common characteristics between both
 

institutions is that although they regulate the majority of the
 

transactions with their product, they leave a certain margin of
 

liberty to negociate the exportation contracts with the purchasers
 

in the external markets. 

c) Entities in charge of the production defen;e 

of agricultural articles.-

Board of Tobacco Defense. 

Although the Board of "obacc0 Defense has only 



1ecommendativi. ,,.,,,r:; befi the National Counc; of Product ion, 

it is the i'stitution which recom:ends the purchase prices for the 

crops .i:i h.:Valjce, . ,hich cannot )e iiodified. juch prices ar- estaibli

shed at the level of the producers and the processors. It also 

•recommend-s the volume of the yearly production quota an-i allocates 

the quota among the prc ducers. It also recommends the import;
 

of tobacco, when needed, with the purpose of selling it 
at the same
 

price of the domestic production. The dilfference with the other
 

institutions c3nsists in that tobacco is 
not an cxport product. 

On the contrary, it main objective is to suppiy the domestic : arket. 

This institution has a different nature than the forecging. 

d) Entities with little power of regulation . ver the 

transactions: 

Other entities, such as the National Ean :a 

'Association, the Board of Porcine Promotion and the...... Board 
have as its only objective to promoteproducton of the articles 

which they protect. More than regulation institutions of the commer

cialization processes, they are 
 financial institutions which only
 

have recommendative powers and their main 
operatiors are to obtain
 

convenient financing for producers.
 

B.- INDUSTRIAL SECTVOR: 

l.-Production incentive:;: 

In Costa Rica exists ahuge variety of incentives for the 

industrial sector, as a consequence of the industrialization program-e 

iniciated in the decade of the 60',s with the creation of 'the Central 

American Common Market. In addition-.to the tariftand tax incentives 



qr;inte(] by thc, Treaties of Central American Economic Integration,
 

there zire several "natisnSaLLILCS that extend .-itch bei.efit: ,
 

conv,21.:Ling them 
 almost in Ullilited. We will sunrmarize thesc. -. cen

tives, classifying them according to the statutes which create them: 

a) The Law ofindustri'al Protection and Development (N'
 

2426 of September 3, 1959):
 

This statute was enacted before the Costa Rican
 
participation in the Treaties of Central"°me. ican Economic Integraticn, 

Although this statute,in its majority, creates tax incentives which
 

are also granted to the same industries enjoying the benefits of the
 

Central American Convent.ion on Tax Incentives for the Industrial
 

Development and it even grants tax incentives which are 
similar to
 

those of the Convention, its importance 'rsidesin that it has not
 

been derogated, leavingtoth sale will of the industrial entrepreneurs
 

to choose between the benefits of this statute cr 
 the benefits
 

granted by.the Central American Convention. It is also important to
 

indicate that the Law of Industrial Protection and Development
 

applies to 
areas which are not covered by the Central American Conver.
 

tion, such as industrial processes of mining, fishing, service indus

tries and activities, agriculture, artisan industries and popular
 

housing construction.
 

The main tax incentivesgranted by the Law are 
the 

following: NEW INDUSTRIES: 99 % exation of custom duties over 

construction materials which are 
necessary to construct de factory
 

building; 99 % exemption over custom duties for the impor'tation of
 

capital and intermediate goods which-a.e required for the manufactur

.2 



ing of the producLs; 99 % exemption on custom duties for andoil 


lub)Ljcdft:;, cxcep- , [iwo, 
 wh±:ii are necu::!sary for the energy
 

of the .-ndustrial Ti "-: 99 /", exeption of cu'stom duties over 
 the 

imporLation of raw material and other inputs; 100 % exemption of 

real estate taxes during five years; 100 % exemption of taxes over
 

the invested capital and profits obtained; total exemption of ex

portation taxes over articles produced by.the industrial plant;
 

and income tax exemption over.the profits reinvested by the enter

prises in improvements to the workers houses. ESTABLISHED INDUS-


TIRES: the majority of the foregoing exemptions are granted, but
 

only in a 90 %. 

b) Central American Convention of Tax Incentives for
 

Industrial Development:
 

When Costa Rica joined the Treaties of Central Ame

rican Economic Integration, it adopted as 
one of its main instru

ments, the Centcral American Convention of Tax Incentives for indus-

IJ 

trial Development, whose principal objective was to uniform the tax
 
incentive pattern which existed for the industrial sector in the
 

different Central American countries. Although this was not accom

plished, as it was explained in the latter section, due to 
the fact
 

that the different national tax incentives statutes were kept in
 

Lorce, 
the Central American Convention came to broaden the group of
 

tax incentives available for the industrial sector, in accordance
 

with the general plan of Central American industrialization. 

The classifications of industries, ,pursuant to avail

able tax incentives, is based in two criteria which coexist jointly:
 



I.- Producers of capital (Group A), intermediate (Group B) and cI)fnsu
mer (Urovt ..:) goods; and 2.- Another classification based on the
 
division between new *and isting 
 i:.,,ustries...-%h basic idea behind 
both criteria was to grant more and better nominal tax incentives to
 
capital goods industries than to 
intermediate goods' industries, and
 
more and better nominal tax incentives to producers of intermediate
 
goods than to 
industries manufacturing consumer goods. 
 In the same
 
way, "more and better tax incentives would be provided for new indus
tires than for existing industries.
 

The main tax incentives granted to enterprises, in a

major or minor degre depending on their classification, 
are the
 
following: 
 l.- EXE-MPTIONS: 
 Of import taxes over.machinery and
 
cquipment, raw materials, semimanufactured produczs and 
cbnrtainers;
 
and ex'emptions on the importation of fuel used in the industrial 
process, except gasoline. 
It were also granted exemptions on income 
tax and on profits, payable by enterprises or by its sharehol-ers,
 
arising from the protected activities. 2.- REINVESTED PROFITS: 
 A 
deduction for reinvested profits made in machinery and equipment
 
which enhanced the productive capacity of the industry from income
 
and profits taxes was also contemplated.. 

c) The UniformCustoms Central American Code: 
Added to the multiple and excessive tax incentive 

pattern fostered by the Central American Convention on Tax Incentives, 
the Treaties of Central American Economic Integration created a uniform 
tariff system as part of the conception of imperfect customan union. 
The tariffs contained in the Central American Convention for the
 

"3
 



Equalization of Tmport Taxes uniformed the import taxo,: t.t)L 1, ',,.id 

in the whole area for industrial manufactures which aL. 

it has a high degree cf protection for Central American intan . 

industries. 

The majority of technical studies made of the Cen

tral American Tariff Scheme has demo.nstrated that the levels of 

protection for industrial manufactures'"produced locally in Central 

America are very high in the, 
sector of coasumer goods and, in many
 

cases, very low for the domestic production of capital and inter

mediate goods. 
 It his also been concluded that the Central American
 

tariffs are 
the main incentive for the establishment of industries 

in the area, in a higher degree than the tax incentives. This fact 

has been a main cause for the consequence that the Central Al:uerican 

industrial structure and import substitution has been carried pre

-dominantly in the 
consumer goods stage, without enough national value
 

added. 
 It has also promoted the establishmeri of inefficient indus

tries with high production costs due to 
the high degrees of protec

tion of the tariffs. 

d) Incentives for artisans and small industries: 

Executive Decree Number 6435-MEIC-HP created an 

exemption of a 100 % on payment of custom duties and economic stabi
lization tax for the importation of machinery, tools,equipment and
 

raw materials necessary for small industries and artisans. The
 

beneficiaries cannot ask for this exemption for more 
than six times 

a year and they are limited toi0.a small sum for the taxes exempted.
 

.It is also permited to them the sale,. free of income tax, of the
 



artisan and industrial goods when they have been depreciateo,d. ..rd_
 
ing to the Income Tax Law. They may exclude from taxable imnco:mie the 
salvage value of the goods and the sale 
is exempted from sales taxes.
 

e) Exemption of import taxes on raw materilsq -1pital
and intermediate goods for industi-ies in the event of a suspension
 
of free trade amon 
Central American countries:
 

Law Number 5080 of October 4, 1972 created an exemption
 
of import taxes on inputs, capital and iitermediate goods required hy

industries to manufacture their final products, when a suspension of
 
the free trade regime occurs among Central American countries. 
 The
 
exemption percentage must 
be of such magnitude that the cost of im
ported goods equals the 
cost of inputs as 
if they came from the Cen
tral American countries. 

The benefits granted by this Law have been applied

in cases of political problems in the 
area. Sometimes, this benefi-a
 
has been applied without the 
concurrence of f~ee trade suspension
 
and with the exclusive purpose of importing cheaper raw materials.
 

f) Law of Exportation Processing Zones and industrial
 
Parks 
(No *7695ofDecember10, 
1981 and its Regulations):
 

Recently, the 
"Law of Exportation Processing Zones
 
and Industrial Parks" was enacted to 
establish special zones in
 
Mohfn, Lim6n, El Roble, Puntarenas, and in favor of other areas
 
which may be under the 
fiscal control of the State, with the purpose
 
of promoting processing industries for exportation or reexportation
 
to 
third country markets, which may process, ensemble or'produce
 
goods and that only, by exception, may*be introduced to the country;
 

commercial export companies non producers, which only manipulate,
 



repxack oi: (list) i.bute non traditional merchani i'.e ;id puo lucL:; lAr: 

exp. rt.,,' t- thirrl markets; and inIuSO, i(!: .1d culip,.!- i c ct-

C.' with L.e export-iition processing zones :iich provide :vic.:; I. 

such zones. 

The Industrial Parks, added to the possibility 

of enjoying of the benefits granted by the Law of Industrial Protec

tion and Development, The Central Amerlican Convention on Tax Incen

tives and the Law of Export Promotion, may ,njoy, through this sta

tute, of additional incentives such as partial exemption on munici

pal taxes during 5 years, preferential loans from state banks, 

assistance in marketing, training, personnel selection, search for
 

national raw materials, housing and sc Dol construction in strict
 

coordination with local institutions.
 

The Exportation Processing Zones are entitled
 

to enjoy the following incentives: total exemption of import taxes
 

on inputs, capital and intermediate goods; to~al exemption of export
 

taxes for its products, production machinery and equipment; 10 year
 

period exemption of capital and net assets taxes; 
total exemption of
 

withholding taxes over payments to non-domiciled persons; total exernp
 

tion of profit and dividend taxes during 6 years and 50 Va exemption 

during the next 4 years, or as an alternative to this last choice, 

they may receive Certificates of Tax Installments for a time pe:.-iod 

of 10 years but only linked to the value added by direct national
 

labor in the products exported. In addition, they will enjoy of
 

free handling of foreign currency generated by themi and. for their
 

operation. Foreign currency required .to pay local inputs and labor
 

:. ",.
 



must be changed exclusively in the National Banking System, at the
 

fre. market exchange rO"Le.. 
 They are also subject to Costa .,.ican La

bor and Social iogislation.
 

g) Service Reqime for General Warehouse Deposits for
 

Reexportation (Decree N' 13489-H of April 6, 1982):
 

This Decree complements the Law of Exportation
 

Processing Zones, in the intent 
 to convert Costa Rica into a foreig
 

goods' merchandise center to 
the nearest '4rea (Central America,
 

Caribbean and the north of South America), similar to the Free Zone
 

of Col6n, Panama. Its purpose is 
to take advantage of the country's
 

ports, warehouses and storage facilities and the 
use of natioi.al raw
 

materials and labor.
 

The advantage yrai-,ed by this Decree consists in
 

permiting storage, tax free for 
18 months, in Costa Rican general
 

.warehouse deposits. Companies must pay export taxes but only over
 

the nationial value added. Transactions are exempted from income
 

tax for owners which are not domiciled in the country, provided these
 

transactions a-:e 
not performed in national territory.
 

2.- Disincentives for industrial production
 

As we may deduct from the preceding section, the indus

trial sector has excessive levels of protection and incentives for
 

production. 
In spite of the industrial sector's incentive structure
 

it has been impossible to 
achieve an export drive of said manufactu

res to third markets 
outside the Central American area. This fact
 

demonstrate; an inefficient,• high cost industrial structure. The
 

main disincentive for industrial production, in this moment, is the
 

raise in price of inputs, capital and intermediate qoods' imports
 

http:natioi.al
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caused b,,, the ,!,valuation of natitnal currency. ImporL
 

!;ucii goodb t nt significant due to 
 the fact tli.iL :. iniu:";t r
 
almost all, are enjoying total or partial exemptions on import
 

du ties.
 

C.- SERVICE SECTOR:
 

1.- Production incentives: 

The Costa Rican terciary sector,
•V , with the excepLijn 

of the tourism industry, has scarce incentives for the production 

of services. 
On the contrary, the commercial and financial sectcrs
 
are strictly regulated by the State. 
 Some of the incentives "statutE
 

included in the industrial sector 
are applicable to the Service Sec
tor, specially the ones related to the Exportation Processinc: Zoncs, 

General Warehouse Deposits and the Law of Industrial Protectiut . and
 

Development.
 

The only statute which contains tPx incentives for the 

terciary sector is the Law of the Tourism Industry, No 2706 of 

December 2, 1960, regulated by Decrees N' 4442-MEIC of January 6, 

1975; 12348-MEIC-H of February 25, 1981, N' 6065-H of June 15, 1976 
and N' 22 of September 3, 1963, all of which benefit the touristic 

industry, mainly hotel activity and promotion and service activity 

for national and international touiism. Tax incentives granted 
to
 

chese activities include total exemption of import taxes over
 

construction goods and materials required for hotel and touristic
 

services. 

2.- Regulations and limitations to the production of 

services: 
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More than disincentives, the Service. Sector is strongly
 

regulated by the Costa Rican legislation, specially the Commercial
 

and Financial Sectors. In this section, we will review the regula

tions which exist, in general terms, in this economic sector.
 

a) Tourism:
 

Costa'Rica does not have a 
 general legislation in
 
the 
area of tourism, although there has bden an interest in enacting
 

a General Tourism Law. Currently, tourism activities 
are fiscalize
 

and prcmoted by the Costa Rican Institute of Tourism, a 
decentralizei
 

institution of the State. Such institution is in charge of invest

ment activities, such as hotels construction, leasing and manage-.ent
 

coordination of Costa Rican publicity in foreign ccuntries, transpor

tation activities for the promotion of tourism, good care of places
 

With historical interest, declaring and maintaining National Parks
 

and the protection of tourists in our country. 
In addition, it must
 
promote and fiscalize the private activity in relation with tourism.
 

The Costa Rican Institute of Tourism, through the
 
Regulation Law of Travel Agencies and its Regulations must also
 

exercise 
control and fiscalization 
of travel agency's activities.
 

Such control is exercised through the granting of licenses. 
Without
 

them, travel agencies cannot operate freely in the market. 
Control
 

is also extended to travel agency's publicity, prices, terms and
 

conditions of touristic projects which travel agencies must record
 

in the Institute -in advance to" its'execution. 
The ICT must also
 

authorize prices charged by travel agencies in domestic operations.
 

Private aviation activitie% in Costa Rican territory
 



are als) -egulat-1d by the Law of Civi.l Aviation. Said Law requi,:(, 
a Cctr !L'tic :,i xplit~ n for the p w,.,ance pJublic ai :.. e 

graniti,, by the Technic-il Council of Civil Aviation, '.:hi-' c 

c f a concession agreement granted by the State, nu:itran: LrabJ. and 

nonattachable. .International air. transportation services must count 
with the certificates of exploitation and to be granted to furei/yg 

companies, the government requires the reciprocity for Costa .ican 
air lines from the country in which the for'bicn cuipany is incurpo

rated. Transportation tariff of persons and merchandises must be 
reviewed and approved by the Technical Council af Civil Avj .tiu n 
and no 
company which operates in Costa Rica i~lay charge prices 
that
 

differ from the official tariff. 1his"Law ;ljo a! 1
.- egu lz4-_s he
 
aspects in relation with air trai±,portati.n co;.panies, air transpr

tation agreements, airplanes and the company's liabilities arsin :
 
from damages occasioned to passengers, national territory and 
-rans
ported me rchandises. Regulation of air tariff have been genc-al'u.
 

used as a way of protection to the national air line L.,CSA, 
which
 

is predominantly owned by the State. 
 Currently, the Costa Rican
 
government is discussing the possibility of adopting a new policy
 

of"open skies" in the national territory, with the purpose of 
liberating the international air transportation market from restric

tions on foreign companies which fly to Costa Rica and the tariff
 

that they charge. 

Indirectly, the tourism sector is also affected by
 
the Law of the Land-Maritime Zone, specially in regard to hotel pro
jects and other investments in the beaches and the river margins. 



Such Law declired as public zone the two hundred metern of 1I,:, 

stl!.'-ting frm the regtu I- tide and t: ! zone; b,,rcLcring the rivers.
 

The first fifty meLers are consi.d01-C ,lUblic z.uie and no per-, )n
 

can be excluded from enjoying themand the next 150 meters are
 

considered a restrictive zone and may only be leased by the muni

cipality of the corresponding canton to private persons. Foreign
 

persons cannot lease the 150 meters of restrictive zone and c=,rpo

rations may only qualify if they have a Q.0 J -of Costa i'ican capital.
 

This Law is fiscalized by the Costa Rican Institute of Tourism, in
 

the case of beaches which are considered touristic and b- Costa 
/ 

Rican Institute of Colonization, if they are considered rural:.
 

b) Financial Sect Dr:
 

Banking State ::on.-.ol'i: Costa Rica has, since .950 

a state monopoly over the banking activity. Only State owned banks
 

are entitled to 
receive deposits in current accounts, according to
 

the Costa Rican Constitution.
 

Regulations on nonbanking financial coroorations:
 

The Law of Regulation of Investment and Special Credit _onbanking
 

Financial Corporations regulates all the activity performed by finan-

cial intermediaries in national and foreign markets which destinate
 

the biggest part of tlhirresource3 to provide funds, working capital 

and general financing for activities performed by ,ethercorporations
 

or natural persons; companies dedicated to the sale of negociable
 

instruments and other financial and credit document s issued.
 

Nonbanking financial corporations are strictly fis

calized by 'he General Auditor of arks, a department of the Central 
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h*,nk. 
 To be legally created, among other requirement" ti11"
 

social capi.Lal must he not lower than 01.000 .000 and they must
 

contain the word "financiera" in their name.
 

The active operations which this financial institu

tions perform are regulated in the following aspects: They cannot
 

put credit in foreign countries which arises from the financing at
 

investment of resource., obtained in the country from 
 negociation
 

of shares, debentures, negotiable instruments of any class. aey
..


cannot grant credit to a same natural person or -orporation which
 

excedes from a 20 % of its patrimony, nor grant credit to its share

holders or representatives for more than a 25 
' oi its capital and
 

reserves. They cannot open a..-
 operate public deposits in current
 

account, savings and term deposits and they must 
,:- -u,LLIc 

their financial costs arising from the services pcrformLd. 'le 

Central Bank may establish their active interest rate and te :.a:.:I..;u, 

comissions they may charge; 
the Central Bank Laposes them t lce
l.ecal
 

reserves, which must be between 0 and a 10 
o of their resources. The
 

Central Bank also intervenes in the composition of their portfolios,
 

establishing maximum percentages in this activity and time periods
 

for the resources received.
 

Pasive operations are also regulated by the Central
 

Bank. Debt-equity ratio (total liabilities and suscribed and
 

paid capita.) cannot excede from 7 to 1. 
'I'hey must also destinate 

not less than 5 % of their liquid profits to the formation of a 

special reserve .until they achieve a minimnum of 20 -of their social 

capital. 



There are also strong sanct. 1:, .ifo;. ] J.11 Ile 
Law for financial corporLations which (1o 1 c':,,l_ ,.tL....(oi .1uced

ing regulations. 

Private Banking Creation and Operation: The organic
 
Law of the National Banking System regulates the creation of private
 
banks in Costa Rica, with the limitations imiplied by the banking s-tate
 
monopoly. Private banks, 
as we mentioned before, cannot receive de
posits in current account to 
invest them'rin credit or commerci7l ope
rations with other persons.
 

The Law and the. Regulations for the Authorization an-

Opening of Private Banks establish certain requirements for the crea
tion of a private bank.. 
The application to 
create -it must be filed
 
in the Ge:.eral Auditor of Banks'Office, 
 They must be created by no
 
less than 10 shareholders and the shares must be nominative. 
 Social
 

.capital must be paid in full and cannot be less than 05.000.000. Semi
annual profits of private banks must be distributed in the following
 
way: 
10 % for the formation and increase of their legal reserve; 
10 5
for the creation of a guarantee and pension fund for its employees;
 
and the rest, for dividend paymeritsto its shareholders and for 
the
 
purposes specified by the Board of Directors with the approval of the
 
General Assembly of Shareholders.
 

It must be noted that periodically, emerges the dis
cussion, at a legislative and public opinic. level, of the 
convinieneR
 
or 
inconvenience of flexibilizing the postulates of the banking state
 
monopoly, with the purpose ofgiving private banking activity a
 
.broader scope. 
 It is also being discussed in the Congres a statute
 

proyect for the establishment of an International Offshore Banking
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SyssLu .; imilar lc'islztiOn whicht' exi.sts in VPanaia. Sail
 
proyuct li.. as 
 its main purpose the granting'of tax and other in
cenLives to intLurnational banksthat may tocome Costa Rica to per
form international transactions with resources from developed 

countries.
 

'lhe National Stock txchange 
 and the Costa Rican 
Financial Market: 
 The Costa Rican Financial Market is regulated by
 
the Commerce Code, specially in the fornation of stock exchanges
 
and transactions with negotiable instrument debentures and other
 

financial documents:
 

In accordance with the. regulations oftle Commerce Code
 
"The National Stock Exchange" started to operate in Costa Rica in
 
1976. 
 It is a corporation with strong controi and participation of
 
the State. This corporation has come to order and create 
 more
 
controls in the country's financial market. 
Negotiable documents
 

which hav 
been negotiated frequently in the Stock Exchange are bonds
 
issued by the government, bonds issued by private companies, shares,
 
mortgage credits, promissory notes, exchange bills and other classes
 
of instruments of private corporatio.is, certificates of tax install
ments and term deposits issued by the National Banking System. 
 It
 
also had a very active participation with foreign currency transac

tions.
 

The National Stock Exchange has helped the Costa Ri
can Financial market by permitting more open transactions with nego

tiable instruments. Nevertheless,' it has not achieved a better
 
success 
in the area of business transactions, due to the facts that
 

r .. 
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the national financial market is not well developed, the majority
 

of the private corporations are closed corporations of familiar
 
background and to 
the extended practice of tax evasion which forces
 
open private corporations to misrepresent their Financial Statements
 
ind making the investment in their shares not attractive for inves

tors.
 

c) The Commercial Sector:
 

All the activities of the commercia2 sector are regu
lated by the norms of the Costa Rican Commerce Code. The Commerce 
Code regulates the activities of-persons dedicated to commerce, cor
porations, commercial acts and agreements, negotiable instruments
 

and bankruptcy commercial procedures.
 

Restrictions for performing commercial activities:
 

The most important restrictions for the exercise of commerce 
in Costa
 

Rica are the following: 

1) General Restrictions: 

Besides the state monopoly over the banking 
activities there is also a state monopoly over insurance , estbblished
 

by Law N0 12 of October 30, 1924.
 

Other important restrictions to 
the pearformance
 
of commercial activities are 
the contractual clauses prohibited by
 
article 1023 of the Civil Code, which are also applicable to 
commer
cial acts and contracts. The wellknown"restrictive commercial prac
tices' 
are generally incorporated to 
accession contracts or 
interna
tional agreements of technology trahsfers. 
 The main objective of
 
these prohibited clauses is 
to restrict'the legal protection of pur

chasers of tangible and intangible goods. 

I], 



Prohibited clauses are the following:
 

a). Clauses in which th 
seller reserves himn

self the right of modifying an agreement on his own will or.determine
 

by himself if the good sold is the 
same offered;
 

b) When the seller establishes an excessive
 

time period to decide whether he accepts or not the purchase offer 

made by the consumer; 

c) Clause in vhichv the goods sold may not 

correspond to their description, normal use or specified use by the 

seller and accepted by the purchaser;
 

d) The clause which submits the execution and
 
interpretation of a contract to a foreign law in order to avoid the
 

application of domestic laws which protect the 
consumer; 

e) The ones .which exclude or restrict the 
.right of the buyer to claim in regular courts.
 

f) The clause which coltains waiver of the
 
buyer to the right of claiming a breach of contract, in cases of
 

force majeure, or eventual case;
 

g) The clause in which the sel!. r reserves the 
right of establishin7 the date of delivery of the goods. 

h) The clauses in which one of the rarties 
of the agreement imposes the other party the burden of evidence, 

when normally that corresponds to the other party; 

i) Clauses which prohib..t the buyer to claim 
a breach of contract when the.-seller has the obligation of reparing, 

the goods and has not done it in a r.easonable term; 

'-,.elk 



j) Clauses which oblige the buyer to repair
 

or obtain spare iarts and accesories exclusively from the seller,
 

once the time guarantee has expired;
 

k) Clauses which imposes the buyeratUne period
 

excess.,ely short formulateto claims to the seller; 

1) Clauses which'authorize the sellerin a sale 

to be' paid in installments,, to ask the-buyer for excessive guarantees 

to the court's best judgment;
 

m) Clauses which exclude or limit-tie liability of
 

the seller;
 

n) Clauses which entitle the seller to withdraw
 

from contractual obligations without justified cause or without due
 

consideration.
 

It should be noted that the prohibition of the
 

*foregoing contractual clauses iwas included in the General Part of
 

Contracts of our Civil Code, which still consdrves the Napoleonic
 

influence based in "contractual liberty"and "independence of will".
 

This fact has ocassioned a big confusion, since it is not only appli

cable to 
certain cases, but also extends to all types of contracts.
 

Other Latin American countries .haveprohibiued this type of contrac

tual clauses as a part of their legislition regulating foreign invest

ments and technology transfer processes.
 

2) Restrictions to commercial activities performed
 

by foreigners,:
 

The :e are also restrictions for-the commercial
 

activity of foreign natural persons and.,foreign owned corporations.
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Among them, the most important ones are:
 

a) Foreigners which have not resided permanently,
 

in Costa Rica for a period not less than 10 years, cannot practice
 

comm(..'ce in Costa Rica. 
Foreign companies must act through distri

butors, concessionaries, representatives and foreign companies's,
 

representatives which are Costa Rican .or 
foreigners with permanent
 

residence in Costa Rica for 10 years at.:' 
 ast. Nonetheless, it shoud
 

be noted that agencies and subsidiaries of foreign companies whose
 

products are manufactured in the country, may directly and freely
 

distribute and represent their own lines and those of Central Ame

rican origin.
 

b) The Law of Protection to Representatives of
 

Foreign Companies: Law N0 
4684, amended by Law N' 6209 of M.larch 9,
 

.1978 and its Regulations, Executive Decree N' 8599-M4EIC of Iay 5,
 

1978 created a protection for rtpresentatives, distributors and manu

facturers of foreign companies in the event that the foreign company
 

terminates or rescinds an aqceement for causes not depending on the
 

will of the representative, distributor or manufacturer; or when
 

the term of the contract expires and is not renewed by causes not
 

depending on the wilZ of the representatives. The foreign company
 

must pay the representative, distributor or manufacturer a very nigh
 

indemnization and is also bound to purchase the product stocks in
 

power of the representative at 
a price which includes the historical
 

cost of the product plus a reasonable percentage for fihancial costs.
 

In the event of a court lawsuit, the-foreign company must present a 

bond, determined by the judge, over the'total of the indemnization 



claimed. If the company does not render the bond, the Finance
 

Ministry may suspend, upon the representative's application, any
 

class of importation from said foreign company.
 

c) Decree N* 13519-S of April 19, 1981 requires 

that foreign commercial agents dedicated to 
commercial activities
 

and who attempt to-practice commercial acts in Costa Ricamust
 

obtain special immigration visas to 
the country, as commercial agents 

and their activities must be conducted throdgh a licensed represen

tative of foreign companies.
 

d) Article 866 of the Commerce Code requires
 

that agencies and subsidiaries ii Costa Rica of foreign companies
 

may be declared in bankruptcy independi'ntly from their mother com

panies, having them for these purposes as a separate legal entity.
 

In that event national and foreign creditors, domiciled in the 
coun

try, have preference in the payment of their credits. 

As opposed to the other productive sectors, commerce does not 

have special tax incentives in our country. 
On the contrary, they
 

must keep accurate accounting within the requirements indicated by
 

the Commerce Code, they must obtain municipal forlicenses commercial 

operations which regulated byare special statutes of each Municipa
lity and that, frequently, are very high because they are calculated
 

over the net profit of the business. Currently commerce is the most 
affected sector by the economic crisis due to the increase in prices 

of imports, specially those who import goods, which are the majority. 

Commerce is also affected by strict price controls and regula

'1
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ted profit percentages, established in the Law of Consumer Protdction.
 

Price inspe:ctors of the Ministry of Economy may accuse 
them and take 

them to court if they do not comply with the maximum prices establi

shed. In general terms, coiunerce do not possess sufficient incentives 

and in periods of economic crisis like the current one it is consi
/

-dered an activity not worthwhile of promoting.
 

d) Construction Sector: 

The main disincentive for construction has been the
 
Law of Urban Y'eases (Law N" 680 of September 3, 1946, amended by Law
 

N0 
4898 of November 15, 1971). 
 This statute regulates the lease con

tracts of houses, commercial premises and offices for professionals. 

It is a statute of public order, which means that itF provisions
 

modify any particular agreement made by private parties 
. It. also
 

limits the increases in payments for five years. 
After five years,
 

if the parties do not agree in a price, a judge will decide the
 

controversy, determinating the lease payments to be paid during the
 

next five years. Lessor and lessee may agree freely the time period
 

of the lease, but in no event this 
term will be less than five years
 

for the lessee. Agreements which do not have an expiration term are
 

indefinite and only in very qualified and limited cases the lessor
 

is entitledtOnrcover the house (default in payment, family use, moral 

faults, etc.). In the event of the sale of a business, the acquiring 

party does not have the right of eviction against the lessee. 

This statute -was enacted 
many years ago/.and is an
 
important obstacle for the construction sector. 
 Real estates dedi

cated to rentals in urban places have avery low economic return and 



there is an important housing deficit. 
For social reasons it has
 

been impossible to derogate or, at least flexibilizetheetfects of
 

this statute.
 

EXPORTS LEGISLATION:
 

A.- Tax Incentives-for export promotion:
 

The Law of Export Promotiod*N0 5162 of December 22, 1972
 

and its Regulation created,a tax incentive 'scheme 
 for non-tradi

tional products' exporters, with the purpose of increasing the volu;.Ie
 

and value of national exports to third country markets.
 

The Law designs as traditional products: non dried .coffee
 

in grain, dried or elaborated coffee, banana in fruit cocoa in grai.,
 

sugar cane withoul? 
 refining, ,asic grains, non elaborated tobacco L.-. 

branch , cattle in foot except pure or purified, non elaborated cat-le 

leather, cattle meat, refrigerated fisheries, cutl - wood, or in parts 

non processed minerals, including scrapl&I metal, gold minerals inclu

ding gold in bar's , coal, tuna fish and cotton. Non of these products
 

qualify for the benefits of the Law, even though the list may be
 

modifid by the Ministry of Economy. 

Companies which qualify for the benefits granted by the Law
 

are those which export non traditional products to markets outside of
 

Central America. Merchandises exported must contain at least a 35 V.
 

of domestic value added and must have a minimum of 60 %oof Costa Ri

can capital. Natural Costa Rican persons and foreigners with 5 years
 

of residence in the country;, which.comply with the-foregoing require

ments, also qualify.
 

http:volu;.Ie


The tax incentives 
granted by the Law1 are:tifcit .. in sta1lines(, 

£t Coni~,ts
and freely in a certificate,negotiabe, issuedtotally exempted from the :arer
Period of 12 months and valid for 12 months 

taxes, with a maturing 
Rank, Which is equal-to issued by the Central
a Per.centage of the value of exportCOBThe certificat will be of a 15 oof the FO value 
of exports for non td tinilltrdiioa be f
ricltural.ial an for n tion productsProcess di al With ag'roindusaO
traditional
requi 5

agriculturala Special technology PrOducts 
whichfor their Production. 


The certificate
 
will be of a 12 % for non traditional 

industrial agricultural


Process and for non 
products without


traditional 
industrial2.- CetfctIdsra products

rdcs
2.~ertiicae
o f x 
rtincrease
They are also (CEX):certificates 

issued 
to 


the Central Bank, freely negotiable the bearer by
sentation 
 and tax free payable 
Upon Pre
valid for 2 Years, which equals 
a Percentage 


of a ]0 
the increase in the FOB value of exports Obtained 

c,of 
with respect to thePreceding Year.
 

For the granting 
ofgoing companies this incentive
and also the companies qualify the 
 forewhich have less than a 35 5
 

of domestic value added, companies

Importation which qualify


Regime and companies 
for the Transitory


which .are dedicated to tourisPromotion and agronomic research aCtivities.
 

These companiesto a will receive
10 % of the increase a certificate 
equivalentin the FOB value of exports in relation

.with the Preceding Year, except theresearch 
activities, touriomotionr
rsac 
 prwhich will receive a Percentage 
tion and agronomic 
established


the Central Bank in each individual by
 
case . 



This benefit is also enjoyed by qualified exporters
 

who export their goods through a national transportation company or
 

multinational, with Costa Rican participation. 
They will be given a
 

certificate equivalent to a 10 
o of the value of the transportation 

fee to the foreign country. 

3.- Temporary Importation Regime (draw-back): 

The benefits granted by this Regime consists in 

total exemption from import taxes over the raw materials, capital
 

and intermediate goods for 
a time period of 12 months, which are
 

imported by companies withthepurpose of incorporating those goods
 

to merchandises produced, manufactured or ensembled in the country
 

and destinated to exportation. In any way, the final products may
 

be sold in the Costa Rican market, without paying the taxes which
 

were exempted.
 

The Ministry of Economy may allocate, among the
 

national export companies, the exportation quo as of products ,4hich 

are going to be exported to countries with quantitative and qualita

tive controls of importation. 

The main defect in the system of granting CATS and
 

CIEX is the fact that the certificate is tied upto percentage of the
 

exportation value, instead of tying it .up to the domestic value added.
 

This defect incentivatesthe companies to import the major part of the
 

final product's content, instead of adding domestic value, 
since the
 

benefit is tied up to 
the exportation price, without discriminating
 

between imported and domestic value a'dded.
 

B.- Exportation Disincentives and Regulations:
 

Among the main disincentives and Regulations which affect
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the exportation of goods, from a legal standpoint, we can enumerate
 

the following:
 

1.- Exportation Permits Required in Addition to the Exporta

tion License:
 

All and every product exportation must have an exporta

tion license, duly issued by the Central Bank with the purpose of
 

fiscalizing the exporter's receipt of foreign currency, which is
 

mandatory to reimburse to the Central Bank. 

Nonetheless, there certain products inare which, additicn 

to the exportation license, need-additional permits from public insti

tutions, due to -
the facts that such exportation is restricted c because
 

it requires especial sanitary quality or quantity controls. Products
 

affected by this additional permit are meat, basic consumption products 

strategic materials, pure cattle, wood and its subproducts, maritime
 

fisheries, sanitary certificates for animals, sanitary certificates
 

for vegetables, cattle in foot, wildlife animals and river fisheries,
 
cattle in general and cattle semen, raw leather, scrapped metal, ferti

lizers, cooking oil, raw materials and cattle concentrates and expor

tations to South Africa. 

The obtention of these additional licenses delays in a 

considerable form, the exportation procedure, specially in non-durable 

products. 

2.- Exportation Taxes: 

Another main export disincentive is the extended practice 

in our country of imposing export taxes when a devaluation of our 

currency occurs. The purpose of this pr.actice is to reiflibu.-_ part of 



benefits which 
 accrue to exporters as a consequence of the deva
luation of our currency. Said tax is, 
from a legal poiniL uf view,
 
equivalent to a percentage of the export value 
(ad-valorem) . An
other mechanism frequently used, simultaneously with export taxes, 

is to liquidateto exporters a percentage of the export value at a 
lower exchange rate than the free market exchange rate, which mean§,
 

from an economic point of view another tax.
 

Exportation taxes have proved to be one of the most
 
important financing 
sources of the State, specially in times of low
 
importations caused by their contraction and the multiple existing
 

exemptions. Definitely, exportation taxes leaves the exporter without
 

the incentive of producing as 
a consequence of the devaluation. 
 In
 
another chapter, we will describe the 
current exportation ta:<es.
 

3.- The System of Liauiuation of Foreian Currency to Expor

•ters:
 

Probably, the most important factor to incentivaze or
 
disincentivate exports is the system of liquidation of foreign curren
cy which the Central Bank adopted to pay exporters, in national currel
 
cy, the value of their exportations. Depending on it, 
the exporter 

will receive more or less payment for his production and exportation4 

Article 94 of the Organic .Law of the Central Bank ou)lig9c 
all and every person which have received foreign currency from e:<ports 

to negotiate them only with the State commercial banks and with autho
rized financial insLitutions to thatassure foreign cu.rrency arising 
from exports are reimburscd,o the Central Bank in a maximum term of 
15 days, from the date in which they were received. lhi's attic]le 

/(
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prevents exporters from negotiating foreign currency in the free 

market. 
Exporters will have a better incentive to reimburse foreign
 

currency to the Central Bank and to export if the liquidation ex

change rate is realistic and near to 
the free market exchange rate.
 

If there is a considerable difference between both exchange rates,
 

exporters are likely not to reimburse the foreign currency to 
the
 

Central Bank and use unlawful and legal mechanisms to avoid delivery
 

of foreign currency.
 

Currently, the system of liquidation of foreign currency
 

for exporters is the following: Exporters must deliver to 
the Centra
 

Bank, directly or 
through the commercial banks or authorized financia:
 

institutions the foreign currency obtained from exports payments,
 

within 15 days following their receipt. 
 The Central Bank liquidates
 

a 90 % of the foreign exchange at an exchange rate known as 
"free
 

banking exchange rate", which is approximately in this date of /38
 

per US$ 1. The other 10 5o is liquidated at the official exchange 
rate, which is of 020 for each dollar. If we take into account that 

the free market exchange rate is as of today, of approximately /50
 

per dollar, we must conclude that there is a hidden tax, additional 

to exportation taxes, which consists of the difference between the
 

two exchange rates used to liquidate foreign currency and the free
 

market exchange rate. This fact has occasioned that exporters 
are
 

not willing to reimburse total payments in foreign currency to the 

Central Bank, even though there are strong money sanctions for non

compliance.
 

The new government has announced itp desire of enacting
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legislation which tends to centralize even more the export foreign
 

currency market. -The proposed system consists in that export pay

ments should not be made directly to exporters,but to the Central
 

Bank, through direct payments, credit letters and other legal ins

truments, in 
 ord'er to prevent expo'rters' evasion of the duty of 

reimbursing foreign currency to the Central Bank. 
The exporter wi'll
 

be paid an 85 % of the exportation value at the "free banking ex

change rate" and up to 
a 15 % at the offiQial exchange rate. On the
 

other hand, the Central Bank will assign- the foreign currency
 

received for prioritary importations according to a graded list. The
 

state commercial banks will assume'the monopoly of transactions with
 

foreign currency with the purpose of preventing speculation in the
 

free market. This new system will disincentive an increase in exports
 

since the difference between the liquidation exchange rate and the
 

*free market (or black) will be higher.It is very likely that a black
 

market will be operating with foreign currenc) transactions.
 

http:higher.It
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5.2 MONETARY LEGISLATION
 

Costa Rican Monetary Legislation has suffered severe changes
 

and.has had important effects in the last two years, due to the
 

depreciation of our currency. Most -important consequences have
 

been produced in the legal aspects which regulate payments of
 

debts agreed in foreign currency, mainly in Collars, United States
 

of America currency. In this section, we will analyze the Law of
 

Devaluation of our currency enacted in November, 1981 and its re

forms, andthetreatment given to the"foreign currency bottleneck"
 

during the current economic crisis of our country.
 

A.- LAW OF nATIONAL CURRENCY: 

Articles 4 and 5 of the Law of National Currency state
 

that the bills and coins issued by the Central Bank constitute the
 

legal payment instrument in Costa Rica and have unlimited legal
 

tenderfor all public and private debts. Articl 6 of the same Law,
 

also states that prices, salaries, compensations, indemnizations,
 

assets and everything which implies use of money and must be paid
 

in 'Costa Rica, has to be expressed in colones.
 

Nevertheless, article 6, parragraph 20, permits the executicn
 

of contracts and debts in foreign currency. In that'event, the debtcr
 

or contractor may, to his choice, make payments in foreign currency
 

or in colones at the official exchange rate in force at the date of
 

payment. This choice of currency to pay, left to the will of the
 

debtor,had not been legally important while the Central Bank had
 

enough monetary reserves to maintain the official exchange rate,,
 

equivalent or very near the free market "xchange rate in the country.
 
Iq 



What happened before, was that the official exchanye rate was Dccuratc 

with the international monetary reserves of cUuntryf and isthe Lhat 

why a parallel foreign currency market never emerged before. 
.
 

The Costa Rican monetary problem emerges when the 
loss of
 

international monetary reserves of the Central Bank and the structural
 

economic situation of the countryI could not maintain any longer the
 

equivalence between the official exchange rate and the free mtarket ex
change rate. 
 In other words, when the monetary depreciation appearel.
 

The Board of Directors of the Central Bank, based on the power granted
 

by article 35, 1, c) article 99, parragraph 3 of the Organic 1:;w of 

the Central Bank and article 2, b) of the Law of National Currency,
 

which authorized them to modify the official exchangje 
rate tc:. oprari

ly without the approval of the Congress, decided to suspend the official 

exchange rate in force and adopt a system of flucLuatinc exchr;.C% rate 

wliereby the supply and demand will establish t)e official exchange
 

rate.
 

The decision of the Board of Directors of the Central Bank
 

was attacked by an unconstitutionality lawsuit against the articles
 

which authrize the Central Bank to suspend the official exchange rate.
 

The unconstitutionality claim argued that the only Branch with enough
 

Ipowers to devaluate our currency was the Congress, based on article
 

121, 37 of our Political Constitution. 'T'he Supreme Court of Justice 

accepted the unconstitutionality claim and established that the only
 

Branch with powers to change the official exchange fate in the coun

try was the Congress. 

This Court decision brouyt very. important consequences to te 

private sector. Firstly, the official exchange rate kept being p8.57 



per dollar, while the free market exchange rate increased constantly
 

every day. 
On the other hand, the Central Bank did not hav-, enough
 

foreign currency to attend, internal demand and was less willigc togrzlt
 

its small reserves of foreign currency at an unrealistic official
 

exchange rate.
 

Secondly, this Court decision had an enormous incidence over
 

the debts and contracts of the private sector. 
 The majority of Costa
 

Rican debtors who had debts payable in 
foreign currency, before the
 

fact of a ficticious and low official exchange rate in force, decided
 

to exercise 
 the choice which article 6, 2 0parragraph, of the.Law of
 

National Currency gave them. 
Debtors paid said debts and contracts,
 

agreed in foreign currency, at the official exchange rate, in colones,
 

which was quite lower than the free market exchange rate. rThe 
risk
 

of devaluation was transferred exclusively to creditors. 
Payments by
 

debtors were deposited in Court to 
the order of the creditor, due to
 

the fact that creditors did notvnrntto receive those payments.
 

The incidence of monetary problems was quite different over
 

Costa Rican debtors which had debts and contracts in foreign currency
 

payable outside of Costa Rica. 
 Pursuant to article 7, 1) of the Law
 

of National Currency, debts and contracts which were payable from Cos

ta Rica to 
a foreign country or viceversa, and 
..:se that were directlY
 

connected with national export and import transactions and finaincing,
 

had to be paid exclusively in the agreed currency. 
This meant that
 

Costa Rican debtors did not have the choice of paying those debts in
 

colones at the official exchange rate. 
 Costa Rica:. corporations with
 

debts in foreign currency to be paid to 
foreign cOmpanies and institu



tions were the most affected one:;. Being ilnPuible to obt..ijn the 

foreign currency necessdry to repay the delts it the ofiicial 

change rate, said Costa Riclin companie.s ,,! to go to thr. tree .,.

ket 	to purchase the foreign currency, experiencing an increase in
 

their debts equivalent to the increase in the free market exchange
 

rate. 
The economic situation of these companies has been the wurst
 

and has occasioned multiple bankruptcies, at least in an economic
 

sense, due to 
the 	losses incurred by exchange differences. It has
 

also provoked a great fear on the part of Costa Rican entrepreneurs
 

to contract loans in -foreign currency, given the monetary unszabili-,
 

and the big fluctuations that our currency has had in the 
free markez
 

in relation to foreign currency.
 

It is also important to indicate that there is anothc.
 

unconstitutionality lawsuit presented before the Supreme Court of
 

Justice against article 6, 2' parragraph of the Law of 1Lationz;!
 

Currency. Its purpose is to declare the 
uncon!titutionality c, tile
 

choice given to Costa Rican debtors to pay debts agreed in foreign
 

currency and payable in 
Costa Rica, of paying in colones at the
 

official exchange rate. 
 In the event that the unconstitutionality
 

lawsuit is accepted, the contractual liberty to agree on debts pay

able in foreign currency exclusively, will be reestablished. Never

theless, until the Court does not issue their judgment, Costa ikic;in
 

debtors continue enjoying the choice of paying said debts in colones
 

at the official exchange rate.
 

B.-	 LAW OF NATIuNAL DEVALUATIoN:
 

As a consequence of the monetary problems occasioned by the
 



--

the decision of the Supreme Court of Justice, it was 
necessary to 

enact legislation which modified the official exchange rate of /8.57 

per dollar, with the purpose of adjusting the official exchange rate
 
to the reality of the free market and 
so the state would not lose
 

money from the collection of taxes and other types of income.
 

The Congress, after discuaing approximately two months,
 

finally approved the "Law of National Devaluation" No 6696 of No

vember 26, 1981, amended by Law N' 6707 of,December 22, 1981. 
 The
 
Law of National Devaluation not only includes the modification in
 

the external value of the colon in respect to 
the dollar, United
 

States currency, but also included other aspects relationed with the
 

effects in the modification of the official exchange rate.
 

le devaluation of the colon was established by a reform to
 
article 3 of the Law of National Currency and it established the
 

external value of the colon in (i equals $0.05, 
or C20 for each dollar,
 

United States currency. 
 It musL be clear that)the new official ex
change rate was very low in relation with the free market exchange
 

rate, which in that moment was approximately of Z33 
for each dollar.
 

Hence, the intention of Congress was clearly not that the official
 

exchange rate would be near the free market exchange rate.
 

Congress, in addition to the now external value of the colon
 

created an additional tax on the exchange differences which exporters
 

will receive as 
an effect of the devaluation, and that will be dealt
 

with in the chapter of the Tax System. 
Not only did they establish

an export tax, but they also assigned priorities in which the amounts
 

pollected by said tax would be 

I.. 

spended. By order of importance, the
 

U>!'.
 



expenditures were: 
 an increase in wages for public employees, a.
 
subsidy for fertilizers 
(see chapter I), a subsidy for Costa Pican 
students in foreign countries, a subsidy for the Social Security
 

for the purchase of medicines and a subsidy for the National Ins
titute of Cooperative Promotion. 
Up to this date, the results of
 

the tax do not even cover the financing of the first priority.
 

It was also included a Chapter in the Law of National Devalua

tion destinated to strengthen the price controls established in the
 

Law of Consumer Protection (see Chapter IV). 
 The list of basic
 

consumption goods was broadened and the Ministry of Economy was
 

obliged to exp-nd the controls and increase the price inspectors.
 

The Ministry of Economy was also granted the powers of changing
 

prices aud profits percentages through Boards of Consumer Prices 

Adjustments. 
 The National Council of Salaries was 
also entitled
 

to 
decree a general increase in the salary of public employees in
 

the next 30 days.
 

Finally, the Law amended article 94 
 of the Organic Law of
 
the Central Bank, restricting the Possibility of practicing sale 
and purchase of foreign 
. .rrency activities in the 
free market only
 

to commercial banks and authorized financial institutions. It also
 

established very strong criminal sanctions to 
the persons who did not
 

comply with the restriction of dedicating to 
the transactions with
 

foreign currency.
 

C.- TREATMENT OF'TIlE )OREIGNCURRENCY BOTTLENECK: 

In 1900, the monetary reserves of the Central Bank were 

dramatically reduced to a point where the National Banking System
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had problems to meet the foreign currency requirements for imports.
 

In September of the 
same year, the Central Bank agreed to grant only
 

a 50 %oof foreign exchange to importers at the official exchange rate
 

and the rest should be acquired in the free market. 
After a while,
 

the Central Bank was not able to meet the 50 % of foreign currency,
 

due to 
its scarce monetary reserves. 
That was why in December of
 

the same year, the Central Bank suspended ,the official exchange rate
 

arid sent all the foreign currency to the free market.
 

In those days, the Central Bank had accumulated a great
 

quantity of foreign 
currency applications and bound itself to grant
 

the foteign 
currency applied for before September 2G, 1980, although
/ 

it did not have any legal ubligat.4 on of doing so. Every person or 

corporation who had foreign currency applications filed/had to pay 

the Central Bank the amounts applied for at the official exchange 
rate 
(08.60 per dollar) and the Bank recongniz~d them the difference
 

/ 
between the official exchange rate and the free market exchange rate
 

by issuing to their order certificates of deposit in US dollars, pay

able in 3 years. 
A sixth of the amounts included in the certificates
 

of deposit were to be paid every six months with teir interests, es

timated at the LIBOR rate. Nevertheless, due to the scarce monetary
 

reserves, 
the Central Bank did not comply with its obligation to pay
 

the certificates of deposit and suspended all payments of public debts
 

in foreign currency. This situation damaged severely the economic
 

standing of Costa Rican companies which had deposited their working
 

capital to obtain the certificates of deposit in doilars !issued by
 

the Central Bank.
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5.3 TAX SYSTEM STRUCTURE
 

The Code of Tax Regulations and Procedures, enacted by Law N'
 

4755 of May 3, 19.7
1,regulates the general principles applicable to the
 

imposition and collection of taxes. 
It establishes that the creation,
 

modification and extinction of taxes and exemptions must only be done
 

by law of Congress. The Code regulates: A.-4 Tax liability and its
 

elements: 
 active and pasive taxpayers, moment when tax liability
 

emerges and the forms of termination of tax liability; 
B.-	 Applicable
 

sanctions for tax evasion; C.-
 Administrative procedures before the
 

Tax Administration; D.- Administrative and judicial appeals; 
and E.-


Court and out of court collection procedures.
 

In Costa Rica, indirect taxes account for a 79 'o of total tax 

receipts. 

Due to the existence of a great number of paxes, we will only 
summarize the most important ones, measured by its incidence over the 

amounts collected: 

A.-	 Import Taxes 

1.- Custom Tariffs: Law N0 1738 of March 31, 1954, modified 

by Law N' 3145 of August 6, 1963. It is a typical protectionist ins

trument. .hese taxes are 
imposed on the importation of merchandises 

which are entering tthe country's economic circuit. Tariff duties are 
composed of two taxes: the ad-valorem and the specific taxes 
folluwim
 

the 	NAUCA (Central American Uniform Tariff Classification) and which is 

very 	different from the NCC-A 
(Custom Cooperation Council Glassifica

tion), 
accepted by the majority of countries. 'ihe monetary unit for 

the specific tax (whose tax base is represented by physical quantitieS 



- 'f, 

meters, kilos and units) is the Central American peso, which is equal
 

to the US dollar. The ad-valorem tax is charged over the customs
 

value of the merchandise. Currently, our Customs Department uses
 

the official exchange rate for the specific tax and the fre. banking
 

exchange rate for the ad-valorem tax.
 

2.- Economic Stabilization:
 

Law N' 4635 of August 19, 1970 and Law N0 
6143 of Novem

ber 3, 1977 which extended the'application period to November 8, 1983.
 

This tax was adopted by the Protocolo of San Jose, Balance of Payment
 

Emergency Measures of the Central American Common Market in San Jos6
 

the first of June, 1968. It consisted in a 30 51 tax over the. liqui

dated import taxes.
 

3.- Overcharges on imports:
 

It is considered a temporary overcharge on certain im

ported articles and not a tax. 
 It was created by the Central Bank's
 

Board of Directors in December of 1975, based *n the powers granted
 

by the Organic Ldw of the Central Bank to establish quantitative and
 

qualitative limitations on imports in situations of economic crisis.
 

It has been argued that it is an unconstitutional tax imposed by a
 

Branch which is not the Congress. Currently, the overcharges have
 

been extended to all articles imported abd it is of a 1 5'o over the
 

CIF value, except for motor vehicles with more than 1250 cubic centi

meters, which have an overcharge of 200 % and makes almost impossible
 

their importation.
 

4.- Hospital stamps:'
 

Law N' 2854 of November 6, .1961, amended by.aj N'3145
 



of August 6, 1963. 

Consists of a 3 % tax on liquidated import tnxes of mer

chandise whose tariffs are not equilized by the Treatu.; of Cetirl 

American Economic Integration. 

Consular tax: 

Law N' 4 of September 26, 1930. 

Consists of a 2, 4 and 8 % tax on liquidated import
 

taxes of merchandises whose tariffs are r:)t equilized at a Central
 

American level.
 

6.- Port Taxes:
 

Law N' 1738 of March 31, 1954.
 

It is a tax of 0.03 per kilo of gross weight on merchan

dises not equ'lized at a Central American level and which hiave partial
 

or total exemptions of import taxes.
 

Added to the foregoing import taxes, we should mention
 

that imported goods must also pay the sales 
ta and in certain cases,
 

the consumption tax. Both taxes are described in this chapter.
 

B.- Income Tax:
 

The income tax applies only to income generated in Costa Ri

can territory, independently of the citizenship, domicile or residence
 

of the taxpayers and the place of execution and performance of agree

ments. 
The tax taxes liquid income, defirrd as the difference between
 

gross income and legal permitted deductions.
 

The rates are progressive and chey reach a maximum of 50
 

for physical persons and corporations after 3I.000.000. "Corporations
 

are obliged to present a consolidated income tax return when more
 

/
 



than one corporation perform,- siulilui or complemeWncnry 'ictivitie:; to 

others and 51 % of its capital is owned by the same shareholde-s. 

The Income Tax Law also establishes a withholding ta.-: on 
payments made by a person domiciled in Costa Rica to its shareholders 

or persons domiciled in the country; and also on payments of Costa 
Rican source income to non-domiciled-persons in foreign countries. 

These amounts obtained from teh withholding tax are considered the 

only tax liability of the beneficiaries, who do not have to include
 

such payments in their personal taxable income, avoiding double
 

taxation.
 

C.- Real Estate Taxes:
 

Law N0 
27 of March 2, 1939 and its reforms; the last one
 

was Law N' 5470 of December 17, 1973.
 

It is a tax imposed on inmobiliary property and its collec

tion is destinated to the country's municipalities. The tax is cal

culated over the land, fixed assets and constructions and the plan
tations which exists in them. 
It also includes the value of the 

building's fachade, machinery and all mobiliary property which is 

necessary for the exploitation of the business performed in the land.
 

The tax must be paid by the owner of the real estatel being or not
 

registered in the Public Registry. 
The shareholders of a corporation
 

are jointly liable on the payment of real estate taxes of their cor

poration, except anonymous societies' partners. 
 The tax is calculated 

over the appraisal of the assets, made by the Tax Administration. The 

raCes vary in a range of 0.30 % yearly for properties which do not 

exceed from 
a value of J250.000 and a 1.05 
/u oh properties whose value 



exceeds from e3.000.000.
 

D.-	 Tax on Real Estate Sales: 

Law 	N' 5309 of June 10, 19-76, reformed by Law No 6153 of
 

September 21, 1977.
 

The tax is charged over the value of the real estate trans

fers, independently of the legal agreement. 
The difference with the
 

real estate tax is that machinery and mobiliary property used in the
 

exploitation of the business performed in the real estate,is 
not part
 

of the Lax base. There are a lot of exemptions from this tax, due to
 

social reasons.
 

The rates vary from a 1.5 o for 
 real estate transfers of a 

value lower than j400.000 to a 4 '0 when the value exceeds 
 0.000.000.
 

E.-	 3elective Consumption Taxes:
 

Law No 4961 of March 10, 1972.
 

It taxes the sales and importations of certain goods 
set
 

forth in a list elaborated by the Executive PoJer. 
The applicable
 

rate cannot exceed 50 % of the good's value,except in qualified excep

tions in which the rate can be increased to a 100 %°. The Executive
 

Power have the flexibility of modifying the rate, 
eliminate and in

clude new goods in the list. 
The only taxable goods are final con

sumption goods and articles of non 
essencial consumption. As a general
 

principle, it is required that there exists Central American proruc

tion of the goods which are taxed, in order to prevent attempting
 

against free trade in Central America. Regarding national productidn,
 

the tax base is the cash sale price in the manufacturer's stage and
 

for 	imports, the tax base is the CIF 	value, plus import taxes plus 



5-52 

economic stabilization tax.
 

F.- Sales Tax:
 

Law N' 3314 of July 14, 
1967 and Law N' 5662 of December 23
 

1974.
 

Sales tax must be paid on:
 

a) Title-- transfers of merchandises situated in
 

national territory, except for inmobiliaryproperty and exports.
 

b) The value of restaurant, bar, night club, recreatio:
 

and similar services, .repair workshops and painting establishments fo"
 

vehicles.
 

c) Imports of new or used merchandise. 

The rate is a uniform 8 %. The tax base is the sales price,
 

including the selective consumption tax minus the usual discounts
 

granted.
 

In imports, the tax base, is the CIF vlalue plus the amount
 

stated 
of other import taxes and expenses which are expressed in
 

the internation license.
 

It is a value added tax, charged over the different produc

tion and commercialization stages. 
 Tax payers are physical persons 

and corporations whose yearly volume of sales reach the 0300.000. 

Tax payers must register with the Tax Administration and
 

present monthly sworn returns declaring the amount of their
 

taxed sales in the preceding month and they must liquidate and pay
 

the tax due.
 

The sale of cert.in goods is exempted, mainly products of 

basic consumption, inputs and capital goods used in agriculture and
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cattle.
 

G.- Export Taxes:
 

a) Law N' 5519 of April 24, 1974 and Executive Decree 226034
 

of May, 1982.
 

It created a tax on the FOB value of exports, with rates
 

from a 1 to a 18 % on exports to third markets and from 1 to 7 V.
 

on exports to Central America. The Executive Power may establish
 

the rate, between the indicated margins. Executive Decree 12445-ii
 

of 1981, created an ad-valorem export tax of a 6 LO 
to non-traditional
 

exports to third markets, 4 % on exports to Central America ,and Pa

nam6, a 1 % on banana and cocoa exports, a 4 % on meat and shrLmps
 

and it imposes anaijusted rate to 
coffee exports accordinc to price 

variations. This rate cannot vary from a range of 4 '0when the value 

of the coffee sacks of 46 kilos has a price lower than US$95 and up 

to 18 % when the FOB value exceeds US$ 191. Even though the treat
 

increase was temporary and must have been reviewed on April 1, 1982,
 
the decrees have continue in force, due to the fact that!t economic 

situation which motivated the increase continues. 

b) Tax on monetary differences: 

Law N' 5696 of December 3, 1981, amended by Law N0 6707 of 

December 22, 1971 and regulated by Decree N' 13274-1 of January 16,
 

1982.
 

It created a tax on the monetary differences resulting in
 

colones, between the free market exchange rate of the day in which 

tie foreign currency arising from exports is liquidated and the offi

cial exchange rate of -20 per dollar. This difference is based in
 

the conversion in colones of the FOB value in dollars of exports,
 



applying both exchange rates.
 

The current tax rate is of a 10 % for.traditional exports
 

and a 5 % for non-traditional exports to Central America and Pana

mg. 
This statute will be in force for one year, until December 10,
 

1982.
 

c) Other export taxes:
 

Traditionally, there have been export taxes 
for certain
 

goods in which the country has considerable comparative advantages:
 

sugar cane, cocoa, coffee, banana, fisheries, seafood, and wood.
 

d) Banana Export.Tax:
 

Law N' 5515 of April 19, 1974.
 

It was created a tax of US$l,oo for every box or 
co ntainer
 

of banana of 18.40 net kilos (40 pounds) which are exported. A part
 

of US$0.95 of the tax corresponds to the Central Government andC 
 US$O.C6
 

to the produccr The central government has assigned a percentage
 

of the amount collected to the National Banana )Association in order to
 

finance an Agroindustrial Diversification Fund for banana plantations.
 

Law N' 2 of September 4, 1930, created a tax of US$0.02 on
 

every banana plant which is exported.
 

e) Customs tariff:
 

Article 44 of Law N' 1738 of March 31, 
1954 created an expor

tation tax for the follo,4'g products: fisheries, seafood, coffee 

(US$0.20 per 46 kilos sack), cocoa, wood, scrapped metal, metal con

tainers, reexportations and exportations of merchandise of foreign
 

origin. The rate.; are not significant and almost all are of speci.fic
 

dharacter (by measure units).
 



LAW PROJECT OF INTEGIR'AL TAX REFORM 

1.- Income Tnx Law:
 

a) Corporation Income Tax:
 

Corporations will pay a tax rate of 30 % over their
 

profits, independently from the legal form which they adopt with
 

the purpose of not fragmenting artificially the corporations.
 

The available income, which is defined as 
the taxable income minus
 

the tax paid at the corporation level, is imputed to the personal
 

income tax of shareholders in the event of dividend distribution.
 

In the 
case of societies of persons, profits which are rei:ivested
 

will not be imputed to the personal income tax liability of its
 

beneficiaries. In the societies of capital, the available income
 

will be imputed to shareholders if the corporation's profits are
 

higher than the suscribed capital. 
 In general, the effective rate
 

of the corporation's income tax is reduced, with the purpose of
 

promoting production. 
Excedents distributed by cooperatives and 

solidary associations do not pay the corporate tax, but their be

neficiaries must .nzclude in their personal taxable income the amou.nts 

received from the cooperatives.
 

b) Personal Income Tax:
 

It introduces the principle of taxation upon worldwide
 

income. The progressive rate structure is modified, 
ware the highest 

tax bracket is of 9700.000 and pays 50 V of taxable income. A pre

sumption of net income is est'ablished for agriculture and cattle
 

exploitations for an amount equal to a 15 % of the value :('f the pro
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perty, even itthough admits evidence on the contrary. Capital gains 

are taxed with an only rate of 15 % and inheritance is taxed with 

a tax that increases in relation with the familiar link between the 

deceased and the heir.
 

c). Withholdinq Tax on Payments to non domiciled Persons:
 

The rates of the withholding tax on payments made tD non

domiciled persons are increased to 
a 25 % for .:rofits,dividends or
 

social participations; 
a 30 % when the payment is a deductible expense
 

of a domiciled corporation in the country; and a 35 %5 for the other
 

cases. The effective tax rate for 
a foreign company will be of a 47.5 

% (35 /%on profits and 25 V'over payments taken from the 70 %) 

2.- Law of Modification of the Real Estate Tax: 

It is excluded from the tax base the investment ',,plantations, 
machinery and mobiliary assets which are dedicated to the exploitation
 

of the land and constructions. To corporations which declare a net
 

income higher than a 15 % of the registered value of the land, it is 
granted a tax credit for samethe amount and they are permitted to 

deduct from their gross income the land taxes. 
 It establishes an in
crease in the tax base, eliminating exemptions to certain public and 

private entities and increasing the rates that will be of a 0.4 5 
in properties with a value less than 0500.000 and a 1.3 V/for proper

ties with a value higher than /1.000.000. It also establishes two
 

additional taxes: An increase equivalent to % of of75 the value the 
real estate tax starting in 1982 to certain inmobiliary property; and 

a progressive tax on the value of the recreation and habitation houses 

starting in 1983, whose rates will range between d 0.25 % for houses 



with a value higher than $e500.000 and a 1 % over the excedent of
 

%3.o00.000.
 

3.- Law of Transit Taxes:
 

The current taxes on vehicles are consolidated. The objectie
 

is to tax higher the acquisition of expensive and high gas consunpticn
 

vehicles and disincentive the use of diesel vehicles through an
 

additional tax. Said taxes are imposed according to the weight of the
 

vehicle and have an ad-valorem tax on the cash sale price of the vehicle
 

according to the model and the class of vehicle. 
 This tax will be
 

reduced a 10 % yearly until Deazing the tax base in a 40 % of the ori

ginal cost. For diesel vehicles, an additional tax proportional to a
 

100 % of the current one, is created. The administration of this tax
 

passes to the Tax Administration.
 

4.- Sales Tax Law:
 

The tax base is broadened, reducing the current exemptions 

granted to certain goods and services. The gejeral rate is increased 

from an 8 to a 10 %. Its main purpose is to convert the tax into a 

true value added tax. Only exemptions left are goods of basic con

sumption and medicines. It eliminates the specific destination of the
 

collected amounts.
 

5.- Law of Consumption Taxes:
 

It is modified to establish rates of a 50 % on non-essential 

goods, a 25 % on goods consumed by middle and high classes and a 10 % 

for goods which are not strongly consumed. Popular consumption goods 

are not taxed. The Executive: has the power of increasing the rates
 

in each group up to 15 points, of including new goods which are simi



lar 	 to taxed goods or to eliminaite completely a taxed good. Tax 

rates of goods consumed by middle and high classes may be increased
 

by the Executive Power in a maximum of 100 % with the previous Con

gress approval, only once each six-months.
 

6.-	 Law of Consolidation of Minor Taxes:
 

Its 	purpose is to put order and uniform minor taxes which are
 

very old or have a scarce collection level."4They are modified or
 

eliminated. The majority of legal stamps in favor of public institu

tions are converted in fiscal stamps in order to keep a unified co

llection of taxes. 
 The affected taxes are: on radio, fishing'bats,
 

transportation, recreation, trademark registration permits and rewarCd
 

communications and others. 

7.-	 Reforms to the Tax Regulations and Procedures Code:
 

These reforms have the purpose of broadening the Tax Adminis

tration's powers to search for 	banking informa ion, record comp-i:arize( 

programs of accounuing systems from taxpayers and, 
in every form, give.
 

more and better opportunity to the Tax Administration to reach infor

mation about taxpayers' receipts.
 

8.-	 Law of tax measures of immediate application:
 

Its purpose is to 
increase, with a temporary character, the
 

income tax liability of current taxpayers in order to enhance tax
 

colleution for the 1982-1983 period. 

It creates a tax overcharge to be paid according the tax
to 


paid in normal conditions. -If the tax paid in normal conditions is of: 

010.000..the additional tax -is a 15 5a 

over the excess of 010.000 to 100.000. ...................... 20 



over the excess of %i00.000 to %500.000 ..................... 25 ? 

over the excess of ]500.000 ................................ 30 

It also creates an overcharge of 1.5 ' on the gross profits in 

books of persons which do not tax, or in the proportion that they do not 

tax, because they are enjoying of legal exemptions. 



OBSERVATIONS AND RECOMMENDATIONS ABOUT TIHE TAX SYSTEM 

1.-
 Tho Costa Rican Tax System is very regressive. Almost 30 o
 

of total tax receipts arise from indirect taxes, such as sales taxes,
 

selective consumption taxes and customs duties, which directly incide
 

on the consumers patrimony.
 

2.- Taxpayers' non-compliance and morosity has increased signi

ficantly due to the inflationary and monetary problems. Private enter

prises' decapitalization is a consequence of the Central Bank not
 

paying the certificates of deposit in dollars of the 
"foreign currency
 

bottleneck". 
 An estimation of the pending tax collection approximates
 

to r-600.000.000 and the sales tax has a non comp..iance rate of a 33 
 .
 

Due to 
the lack of banking credit, private enterprises are ,:sing their
 

tax liabilities as a way of finance, with the social security charges.
 

It will be convenient to 
design a system for tax payment seztlements
 

in accordance with the. enterprises ' financial1 statements and granting
 

them attractive benefits, such as longer periods, exemptions of fines
 

and interests.
 

3.- The Income Tax Law is badly conceired and structured. It
 

promotes fiscal evasion. Private corporations are mainly closed fami

liar organizations with false accountin9 
and not likely to open to new
 

investors. Dividend distribution is poorly taxed and unfair, bearing
 

only a 5 % tax as the only liability and received dividends are not
 

imputed to personal tax liability of shareholders. lhe progressive
 

rates in the corporation incbiue 
tax promotes income fragmentation in
 

several fictituous corporations and the consolidation mechanism does
 

not work, due to 
the low performance level of out'Tax Administration.
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4.- In the case of consumption taxes and the Central Bank's over

charges, the Executive Power has a great flexibility to modify rates,
 

and goods taxed. These variations are constant and the criteria to
 

apply these taxes is contradictory sometimes. 
In 1979, the Govern

ment lowered taxes on electrodomestic apparati and in 1981, 
taxes
 

were again raised. 
The change in policy causes great insecurity to
 

private entrepreneurs who are not 
sure about the rules of the game and
 

do not know which activities are promoted and which are desincentivated.
 
A limit on the Executive Power's discretion would be very convenient.
 

5.- Government receipts have rested upon export taxas, which
 

have increased significantly in the last months. 
Export tax increases
 

are 
justified on the grounds of recovering part of the benefits granted
 

to exporters by liquidating to 
them their foreign currency at a free
 

market exchange rate which doubles the official exchange rate (038
 

the first and V20 the second). It is soundly contradictory a covern

mental policy which, in one hand, increases exPort taxes for all goods,
 

and in the other, incentivates exports by granting exemptions and tax
 

incentives. 
An exportation is taxed, simultaneously, with a tax and
 

benefitted with a certificate of tax installment, in the case of non
 

traditional exports. The administration of the incentive and the tax
 

has a high cost, such as the administzation of all the additional ex

port licenses which exporters must comply with.
 

In order to export goods, an exporter must complete and obtain
 

several licenses in different public institutions, instead of centraliz

ing all the procedures in thc exit customs agency. 
Sometimes, there
 

is no flexibility in the requirements to export. It is impossible to
 



export goods in a weekend in a ship with space that is leaving, due
 

to 
the fact that the public institutions do not open and do not have
 

agencies in the customs place.
 

6.- Impcrt duties and other customs duties are based in an obso

lete classification of statistic character (NAUCA). 
 This classifi

cation brings great uncertainty to the importer. Because of its de
fects, a good can be classified in two or n-o~L tarif ntries. Customs 

authorities always prefer the entry where the rate 
is higher and be

nefits the government. Criteria for classifying is constantly changed
 

and differs fiom one custom agency to 
the other, so the importer has
 

to plan his importations through the custom agency which is moire
 

ravorable to his interest. It is necessary to use a more mdnccern
 

classification and adapt it to 
the requirements of international trade,
 

as the classification of the Customs Corporation Council.
 

The Value Office of the Customs General Direction can modify the
 

value declared by the importer 6 and 8 months after internation, once
 

that the merchandise has been sold by the ixnporter. 
 This fact adds
 

another degree of uncertanty to the productive activity. 
 It is con

venient 
 to regulate and restrict the term which the custom authorities
 

havetodiange the value of imports, except in 
cases where there has
 

been a fraud.
 

It is still in force the Executive Decree N* 12570-11 of A.pril 

29, 1981 which adopted the definition of value of Brussels and its
 

explanatory notes. 
This system permits custoituagerciLsto act with
 

unfairness and arbitrariness. 
 The importer has the burden of evidence.
 



The definition of value from Brussels has almost 20 years and many
 

countries,like Japan and United States never 
accepted it. Since
 

1981, fiosLered by the GAI'T a new international system of value 

was adopted instead of Brussels and it was accepted by the Eurupean
 

Ebonomic C6munity, other European countries, Canada, Australia,
 

United States, Japan, Brasil, Mexico,- Argentina, etc. Under this
 

new system, the possibility of changing values is restricted. It
 

is, therefore, convenient to study the possibility of adopting the
 

value system of the GATT in a short or medium term.
 

7.- The procedure for granting exemptions is very slow and
 

complicated. IL certain cases, it is necessary to obtain permits
 

from 3 or 4 
,ublic offices before receiving the exemption. This fact 

affects significantly the industries enjoying incentives and those 

who are dedicated t3 the draw back. rne procedure for obtainina an 
exemption lasts approximately 15 days, with the consequent delays in 

the productive process. The procedure may be faster and better if 

the customs agency has complete control on the exemption statutes
 

and grant directly such exemptions.
 

8.- Industries dedicated to draw back are obliged to 
render
 

guarantees, in the form of promissory notes, before the Customs Direc

tion. These companies have currently signed promissory notes for an
 

amount of /80.000.000, which means paying in legal stamps the amount
 

of j320.000. A new system of guarantees must be looked for, such 
as
 

public accountant's certificates.
 



5.4 LAW OF CONSUIERS PROTECTION 

Law N' 5665 of February 20, ].975.
 

The Law of Consumers Protection grants the Ministry of Economy
 

enough powers to-establish official 
prices and maximum profit per

centages on the sale of goods and services which are necessary for,
 

national production and consumption and for an adequate supply and
 

distribution.
 

The National Council of Production will establish jointly with
 

the Ministry of Economy consumer prices to those goods whose price
 

and supply are regulated by the CNP. Price control can also'be
 

effected in the import and export stages. 

The rurpose of establishing maximum profic percentages is 
to
 

contribute to price stability and permit a reasonable profit margin
 

taking into account the commercial characteristics of the procluct an,
 

the aggregate demand in the national market.
 

Among the powers which the Ministry of Economy has to fiscalize
 

the compliance with this Law, the must important are:
 

1.- The power of confiscating those goods which are offered
 

in sale at prices and profit percentages higher than the indicated by
 

the Ministry of Economy or 
for those goods which are hidden with the 

purpose of causing price increases; 

2.- The Ministry of Economy is also permitted, temporarily, 

import, tax free, certain products, when there has been an 
to 
interrup

tion or decrease in the productive capacity or in the supply of raw 

materials and final consumption goods. Recently, the Ministry of Eco

nomy has used these powers to recommend total exemption on importp of 



sugar cane, corn, leather, etc.
 

3.- The Ministry of Economy can prohibit 
and establish ex

portation quotas, when there is 
a scarce production in the national
 

market. The Executive Power has used these powers 
to regulate the
 

exports of sugar, coffee, rice, beans, wheat, flour and other pro

ducts, which are 
sold in the domestic market at subsidized prices
 

and which are likely to be smuggled to Pan~mg and Nicaragua, taking
 

advantage of the price differences between the domestic price and
 

the international prices.
 

4.-
 The Ministry of Economy may regulate and establish quotas
 

for the distribution of consumption articles and 
is also entitled to
 

avoid monopolistic practices in the market. 
The establishment 3f 

quotas has been very frequent in the last year. Like we mentin.-'ed 

in other sections of this study, traditional exports which are -.ichly 

consumed in* the country, such as meat, sugar cdne and coffee and 

whose prices for national consumption are very low compared with the
 

international market, are being strictly 
regulated and this fact is
 

causing distortions, speculation, smuggling and disincentives for the
 

producers. 
The National Council of Production also establishes quotas
 

to commercial businesses, specially those in the border, to pzevcnt
 

smuggling to neighbor countries, which anyway are produced.
 

The Law has a procedure in order to 
review the official prices
 

caused by variations in the costs of production. The Ministry of
 

Economy has one month to make a study and determine the new price. If 

the Ministry of Economy does answer one thenot in mooth, interested 
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party may sell the product at the new price applied for.
 

Finally, the Law imposes severe criminal sanctions to the
 

persons which do.not comply with the foregoing provision, including
 

prisn.
 

BOARDS OF PRICES ADJUSTMENTS 

Decree N' 11251-MEIC-TSS of February 28, 1980.
 

It corresponds to 
the Board of Prices Adjustments to process
 

the applications for increase in the official prices of basic 
con

sumption articles which are 
filed by the interested parties according
 

to the terms of the Law of Consiers Protection. The Board hc-s 
a 
combined membership (public institutions, boards of private orcaniza.
 

tions, workers' unions). 
 The Board is entitled to review, per-odically/
 

the list of basic consumption products which ae subjected to 
price 

controls and recommend inclusions and exclusions.
 

Once the Board finishes a study of an application for pkice
 

variation, it will issue a report to the Ministry of Economy which
 

is not mandatory. 



5.5 MAIN ASPECTS OF LABUR AND SOCIAL LEGISLATION 

The basic principles of Costa; Rica Labor Law are included
 

in the Chapter of"Social Rights and Guarantees" of our Politic
 

Constitution. In this chapter, we will attempt to 
summarize the
 

main aspects of labor and social Costa Rican legislation, which
 

affects the private sector.
 

A.- Protection to Workers*:
 

Regular working hours are 8 hours daily, 6 hours nightly
 

and 7 hours combined.- Daily working hours are those between 5 and
 

19 hours, and nightly working hours are those worked between .19 and
 

5 hours. In labor activities which are not unhealthy or dangerous,
 

working hours may be 10 hours daily and 8 hours combined, but the
 

total weekly working hours cannot exceed 48 hours. 
Work which is
 

performed out of the 
indicated limits has to be compensated with a
 

50 % more of the regular salary which the empllyee earns (extraordina

ry hours). Managers and employees which work without immediate
 

fiscalization and those which perform discontinu 
functions are not 

subjected to fixed schedules of work and there is no obligation of 

extraordinary payment. In no case the regular working hours, plus
 

the extraordinary hours, can exceed 12 hours.
 

When the schedule is continued, the worker has the right
 

to a rest of 30 minuts during it. 
 He also has the right to a one
 

day rest after working continously 6 days. This weekly one day
 

rest must be compensated to employees earning a fixed monthly salary.
 

For employees who earn an hourly salary). they are, compensated only
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for the hours effectively worked during the week. There are only
 

six hol.ydays which have to be compensated. There are nine aolvdays 

which are not compensated, but the employee may not work withut
 

compensation. After a continous work cf 50 weeks, the employee has
 

the right to a two week vacation period. The employer may establish
 

the date in which the employee will enjoy vacations, but it must be
 

established after 15 weeks from the expiration date of the 50 weeks. 

Every worker has the right to receive a Christmas bonus, 

during December as a thirteenth month. If the employer has net pro

fits higher than V300.000 the Christmas bonus must be of one month
 

of salary. in the other cases, the -"..nt- cre-.: s. 

The employees' salaries may be freely agreed upon in :he 

individual working contract. These wages cannot be lower than the 

minimum wages established by law. The determination o- ni-Lu2 wages 

is done by the National Council of Salaries, whose activity is rec.u

lated by Law No 832 of November 4, 1949. The National Council of 

Salaries is a combined institution, composed by members of the csovern

ment, employers and employees in a number of 3 for each group. 

B.-Laboral Contracts: 

Individual laboral contracts may be: of indefinite time, for
 

a determinate work or for a fixed time period. In the last two cases,
 

to be considered as such, it is necessary that the work performed by 

the employee does not constitute a permanent activity of the empi:yer. 

In these cases, the term estipulated in the individual contract may 

not exceed of one year ag--inst the employee, except if t\e services 

performed require an special technical :preparatbn, in which case 
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the term may be of five years.
 

In the individual lanor contracts for indefinite time,
 
either one of the parties may terminate the relationship without
 
justified cause, giving previous notice to 
the other party with
 

at least one week of anticipation after a labor relation not less
 
than 3 nor higher than 6 months; of 15 days in a working relation
 

which has lastEd-between 6 monthb and 1 year, and of one month, after
 
one year of continous work. 
The obligation of giving notice to 
the
 
other party is mandatory for the employer and for the employee and
 
it can be ignored if one party pays to the other the equivalent to 

the working time. 

'-,ien termination is decided by the employer without justified 
cause, he must compensate the employee withlO days of salary after a 
relation not less than 3 and not higher than 6 months; with 20 days 

of salary in a relation which has lasted between 6 months and one 
year; and with one month of salary for each year or fraction not less
 
than 6 months. 
 In no case, such compensation will exceed 8 months of
 

salary. 

In the labor contracts for determinate work or for fixed 
time period, if the termination occurs before the conclusion of the 
work or the time period expiration, the employee has the right to be 
compensated for the specific damages which he can prove and also with 

one day of salary for each week worked.
 

The first 3 months of the labor relationship are considered 
a proof period. Any of the parties can t erminate~the relationship in 

/ 
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that period, withuut compensating the other parLy and without K-oing
 

liable.
 

It also exists the posibility of entering into collective
 

labor contracts, pxecuted among one.or several labor unions and one
 

or several employers, in which both parties negotiate the individual
 

labor contract of each of its members. 
It also exists the possibility
 

of executing labor collective conventions, witich consists in a contract
 

between one or more unions and one or more employers in order tD 
re

gulate specifically the terms and conditions of the labor relatijnship
 

and other connected aspects. 
According to our Labor Code, collective
 

conventions have higher legal force than and termsstatutes its and 

conditions must be strictly respected.
 

Our Labor Code also contemplates the right of the employees
 

to enter into a strike. A legal strike is 
a temporary abandonment of 

the labor relationship agreed and executed paciIfically by a group Df 
three or more employees with the exclusive purpose of protectinc and 

improving their social and economic common interests. To be lecally 

decreted,a strike must have certain requirements: a previous consi

liation procedure, fiscalized by a court tribunal is needed; it must 

be supported by at least a 60 % of the employees; and no acts of
 

violence against persons or property must be used. 
 An unlawful strike
 

is a justified cause to 
terminate the individual labor contract with

out liability for the employer and the participation of employees is
 

punished with severe criminal.-sanctions.
 

C.- Social Charges:
 

Every employee must be insured a'gainst 
tle risks of sickness,
 



maternity, incapacity, age and death. 
This inGurance is offered by
 
the Costa Rican Social Security Institution, which is a public ins

titution in charge of rendering medical assistance and pensions for
 

age and incapacity. 
The insurance- is universalized in Costa Rica.
 

The employer must contribute to this insuranse 
as follows: For the 

insurance of sickness and maternity with a 6.75 % of the emploee's 

salary- for age, incapacity and death with a-4.75 Vo. The empluyee, 

on his part, must contribute to a 4 and 2.5 Va respectively, that the
 

employer is obliged to deduct from his salary and pay to the Social
 

Security.
 

In adlition, the employer must pay the following charges
 

over his payroll: Social Assistance Institute, 0.5 
o; "Tationail Ins

titute of Working Education, 1 Va; Comunity Development arid Popular
 

Bank, 0.5 /; and Familiar Assignations, 5 5.. 
 All these pay-ien:.s are
 

destinated to different welfare items and to t e Social Securizy in
 

benefit of the employees.
 

All the workers which are exposed, due to the work performed,
 

to professional accidents and sickness, must be insured against those
 

risks by the employer. 
The primes of these insurances vary according
 

to the dangerousness of the work, estimating, the average in a 7 '/of
 

the salary. The effective costs for the employer over the nominal sa

lary of its employees, including vacations, Christmas bonus, unjusti

fied contract termirutions, professional risks, insurances and other
 

social charges to public inst-itutions may be estimated in approximate

ly 45 %aover the nominal salary. Nevertheless, it should; be taken
 
into account that normally, administrative employees, managers and
 

other trust employees, which receive the highest salaries are 
not
 



5-72
 

insured against professional risks. 
We may conclude, then, that
 

the estimated cost is reduced in a significanIt percentage.
 

D.- Laboral Economy Sector:
 

-Currently, 
 the Costa Rican Congress is discussing a Project
 

of Law for the creation of a Labor~l Economy Sector. 
The main pur

pose of such project consists in that the funds and reserves which 
employers have for the payment of labor indemnizations on unjustified
 

remotions, be deposited and managed by workers, through public insti

tutions, such as the Ccnmunity Development and Popular Bank and Coope

rative Promotion Institute.
 

According to the current labor legislation, workers indemniza

tion is only paid to the employees in the -event 
of an unjustified
 

remotion on the part of the employer. With this Project of Law, the
 

employer will be bound to pay a public institution this charge in 
a
 

permanent form and not only upon unjustified remotion. In other
 
words, the employee will be entitled to claim the indcmnizations even
 

if he is removed without justified cause.
 

This Project of Law has been modified several times. Never

theless, it represents a new social charge for employers, equivalent
 

to a 4 % on the nominal payroll until it reaches an 8.33 % of said
 
payroll in the following years. In addition, the last project stated
 

that employees will also be entitled to the current indemnizations, 

in the event arethat they removed without justified cause. 

employers, the Laboral Economy Sector will only represent.an additional
 
charge on the payrolls without modifying the current regime of labor
 

indemni zati ons.
 

http:represent.an


5.6 RELEVANT LEGAL ASPECTS TO CONSIDER IN THE CURRENT 

CRISIS OF ENTERPRISES 

In the current economic crisis,existing legal mechanisms are not 

conceived to search for 
an economic zactivation of companies with pro

blems. On the contrary: there are no provisions for rational and
 

convenient solutions according to the general interest, the company's
 

interest,its shareholders, its employees hnd its creditors. 
A com

pany which enters into bankruptcy in our legal system does not have
 

any incentive to overcome its problems, due to 
the fact that there
 

is excessive protection for creditors, who in the majority of the
 

cases are 
interested in liquidating a company. Entrepreneurs are
 

also accustomed to create several small corporations with very c1eap
 

assets with the purpose of not being liable of their debts.
 

In the last decade, the majority of corporations are anonymo:s
 

societies of familiar background or closed, maAaged and controlled by
 

few shareholders or just one and that are not interested in growing
 

or diversifying activities. 
 There are even corporations which are
 

created only to protect an inmobiliary asset and that do not have
 

real existence. 
This is caused by the lack of requirements to cons

titute a corporation, the important tax advantages and the limit of
 

liability which arises from those legal forms. In our Conunercial 

Code coexists rules destinated to 
the creation of closed corporations
 

with the rules which regulate open corporations owned by multiple
 

shareholders.
 

Let us mention some examples:
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Article 104 of our Commerce Code requires only a minimum of 

two shareholders to create an anunymous society and there is no mi

nimum capital requirement. Article.202 also establishes that the
 

fact that an anonymous society is wholly owned by one-person is not
 

a dissolution cause. 

Article 158 authorizes the General Assembly of Shareholders
 

to be held without previous announcement, when the total of the share

holders are present. Article 138 also permits restriction to the
 

transfer. of shares with the Board of Director's approval.
 

The regulation of payment suspension in a bankruptcy proced

ing and the previous period to th3 suspension of payments are not
 

planned to help the enterprise continue production or reactivating
 

her. Instead, the main interest is to protect creditors. Any court
 

or out of court settlement depends on the will of the creditors. Wihat
 

is known as "preventive agreement of creditors" is only an agreement
 

between the debtor and the creditors whose purpose is to avoid the
 

declaration of bankruptcy as a process, and not an agreement which
 

tries to avoid an eventual payment suspension. The preventive agree

ment was conceived thinking in a civil debtor and not in a commercial
 

debtor. Article 337 renders void any particular agreement between
 

a creditor or a group of creditors with the bankrupt party and if
 

this is done, creditors will loose all the rights in the bankruptcy
 

procedure.
 

Article 333 states that it is necessary t, declare a bank

ruptcy and qualify the credits in order to enter,.Into an agreement
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between the debtor and the creditors. The only collective procedure
 

against the debtor is in the moment of payment suspension and not
 

before. By court precedents, preventive agreements have been accept

ed before the declaration of bankruptcy but requiring a payment sus

pension from the debtor 
 in order to-approve the agreement. Itwould
 

be possible,given our contractual liberty system, to adopt previous
 

agreements between the debtor and the creditors, but with only one.
 

creditor who does not accept the agreement, everything agreed would
 

be void if it goes against him.
 

It can also happen that a company is well structured but
 

it passes through a temporary crisis. 
This is the case in bankrupt

cies arising from exchange differences. If there is no good will 

from the creditors, the company may be liquidated without 

and our society does not have the legal mechanis.ns to prevent it.
 

The bankruptcy procedure includes also the reinitiation of the company's
 

activities, but it must be approved by the Creditors Meeting which is
 

held several weeks or months after the declaration of bankruptcy. In
 

the meanwhile, the employees of the company start in other works and
 

the customers have new suppliers.
 

It is necessary to search for adequate and efficient solution 

when an enterprise enters into a crisis, assuming that such crisis may
 

be overcome and that it benefits tle general interest of saving a
 

company with real possibilities of contributing to the country's
 

economy. 
 It will also be convenient to regulate the traditional 

legal forms included in the Commerce Code and also! the cooperatives 

http:mechanis.ns
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and groups of corporations attending to the economic concept of 
enterprise and i.ndependently from the legal forms which they adopt. 

One of the solutions could be the consolidation of several corpo

rations so that they be considered an economic unit, very similar 

to the income tax solution to the problem. 

Lastly, it is convenient to indicate that any solution 

should take into account an additional contribution from the entre

preneur. The limit of liability to the extent of the capital paid
 

istleconcept which motivates investment and production in 
a free 

enterprise economy. Nevertheless, the abuse in those forms not only 

has promoted the decapit'alization of enterprises, but also the evasin. 

of legal obligations. It has also promoted the creation of corpora

tions with small capital, depending on public banking credit, where
 

the owners' risk is little or nothing.
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