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_AID ASSISTANCE STRATEGY 

I. SUMMARY AND RECOMFENDAT I O N S  

A. U.S. Development Object ives 

U.S. o b j e c t i v e s  i n  Costa Rica are: 1) t o  he lp  s t a b i l i z e  t he  economy and 
r e s t o r e  i n t e r n a t i o n a l  f i n a n c i a l  conf idence i n  Costa Rica; 2)  t o  promote 
p roduc t ion  w i t h  spec ia l  focus  on inc reas ing  exports;  and 3) t o  achieve 
economic growth founded on e a u i t y  and a  progress ive p r i v a t e  sec to r .  

To achieve these o b j e c t i v e s  t h e  Miss ion w i l l  undertake programs i n  t h e  
f o l  l ow inq  areas: ( 1 )  Economic s t a b i  1 i z a t i o n  and recovery. Fore ign exchange 
w i l l  be needed t o  a1 l e v i a t e  shortages of raw mater ia ls ,  i n te rmed ia te  goods and 
spare par ts .  The proposed HG w i l  1  a s s i s t  i n  t h i s  regard. Local cur rency 
~ e n e r a t i o n s  w i l l  be channeled t o  he lp  meet t h e  working c a p i t a l  reauirements o f  
t he  p roduc t i ve  p r i v a t e  sector ,  i n c l u d i n g  t h e  cons t ruc t i on  sec to r ;  (2 )  
Strenqtheninq t h e  f i n a n c i a l  system f u r t h e r .  Development of p r i v a t e  banks and 
o t h e r  p r i v a t e  f i n a n c i a l  e n t i t i e s  w i l l  be encouraged i n  o rder  t o  b e t t e r  se r v i ce  
t he  f i n a n c i a l  needs o f  t h e  p roduc t i ve  p r i v a t e  sec to r  impor tant  among them are 
p r i v a t e  housinq f i nance  i n s t i t u t i o n s ;  (3 )  Export  and investment e x ~ a n s i o n .  
P r i v a t e  s e c t o r ' s  e f f o r t s  t o  increase expor ts  and t o  a t t r a c t  f o r e i g n  and 
domestic investment w i l l  be supported through t echn i ca l  ass is tance t o  
aopropr i  a t e  publ  i c  sec to r  agencies: ( 4 )  I m ~ r o v e d  publ  i d p r i v a t e  sec to r  
coord ina t ion .  Improvea c o l l  abora t ion  between t h e  publ  i c  and p r i v a t e  sec to rs  
w i l l  be promoted i n  e f f o r t s  t o  con ta in  t h e  c u r r e n t  c r i s i s  and s t a b i l i z e  t he  
economy; ( 5 )  Improved po l  i c y  f o rmu la t i on  and a d m i n i s t r a t i v e  reform. The 
GOCR's reexaminat ion o f  i t s  o v e r a l l  p o l i c y  framework w i l l  he ass is ted.  Such 
p o l i c i e s  as a  reduced p u b l i c  sec to r  r o l e  i n  t h e  economy, t h e  maintenance o f  an 
exchanqe reqime f avo rab le  t o  exports, t h e  reduc t ion  o f  expor t  auotas and 
con t ro l s ,  decreasing i ncen t i ves  f o r  impor t  s u b s t i t u t e  i ndus t r i es ,  a  broader 
commitment t o  f r e e  markets; g rea te r  i n t e r n a l  c a o i t a l  format ion;  and p o l i c y  
development i n  t h e  s h e l t e r  sec to r ;  and ( 6 )  Development cons t ra i n t s .  F inanc ia l  
support w i l l  be t a rge ted  t o  p r i o r i t y  areas such as housing, food aid, r u r a l  
development, science and technology and n a t u r a l  resources management t o  a t tack  
c r i t i c a l  long-term c o n s t r a i n t s  t o  development i n  a  manner which s u ~ ~ o r t s  and 
re i n fo r ces  t h e  economic recovery e f f o r t s .  

She1 t e r  Sector  Cons t ra in ts  

Despi te  Costa Rica 's  f avo rab le  record i n  meeting t h e  housing needs of 
i t s  popu la t ion  a t  most income leve ls ,  f u t u r e  product ion i s  be ing  jeopard ized 
due t o  a  v a r i e t y  o f  f ac to r s :  

1. The count ry  has had a  se r i es  o f  economic reverses due t o  
s p i r a l i n g  i n f l a t i o n ,  an exoansive monetary po l  i cy ,  d e f i c i t  f i n a n c i n g  and a  
heavy r e l i a n c e  on s h o r t - t e n  f o r e i q n  debt con t rac ted  a t  a  t ime  o f  
excep t i ona l l y  h i gh  i n t e r e s t  ra tes .  

2. It i s  u n l i k e l y  t h a t  t he  l e v e l s  o f  housing product ion f inanced by 
p r i v a t e  and p u b l i c  sec to rs  can be sustained. Externa l  resources a re  n o t  
a v a i l a b l e  due t o  debt and currency conver t  i b i  1  i t y  s i t u t i o n s .  I n t e r n a l  
resources are scarce due t o  f i s c a l  r e s t r a i n t  and very  c o s t  when a t t r a c t e d  from 
n a t i o n a l  c a p i t a l  markets. 



3. Pub l i c  i n s t i t u t i o n s  such as t h e  Soc ia l  Secu r i t y  System (CDSS) 
t h e  Nat iona l  I n s t i t u t e  o f  Housing and Urbanism (INVU), Nat iona l  I n s t i t u t e  o f  
Mixed Assistance (IMAS), t h e  Workers Development Bank (BDPC) and o the rs  have 
been promot inq.hous ing f i nance  a t  lower-than-market i n t e r e s t  ra tes .  These 
p o l i c i e s  o f  across-the-board subs id ies  have con t r i bu ted  t o  Costa R ica 's  
economic p l  i qht . 

4. The cons t ruc t i on  standards f o r  s h e l t e r  and r e l a t e d  
i n f r a s t r u c t u r e  have been t o o  h i g h  and need t o  be reduced i n  o rder  t o  lower  
cos t s  so t h a t  f a m i l i e s  w i t h  modest and lower incomes can be served. 

5. The major  i n s t i t u t i o n s  f i n a n c i n g  housing f o r  f a m i l i e s  around and 
below t h e  median income have been INVU ( a t  subs id ized r a t e s  of i n t e r e s t )  and 
SNAP (us i ng  market r a tes ) ,  b u t  they have depended subseauently on o b t a i n i n g  
ex te rna l  resources. When funding sources d r i e d  up due t o  heavy f o re i gn  debt 
burdens, t h e  a b i l i t y  o f  these i n s t i t u t i o n s  t o  produce s h e l t e r  was reduced. 

6 .  The savings and loan  system i s  exper ienc ing n e t  wor th  and n e t  
income problems due t o  p o l i c i e s  which w h i l e  adeauate d u r i n g  s t a b l e  economic 
t imes need t o  be examined i n  l i g h t  o f  t h e  severe economic and f i n a n c i a l  
c o n s t r a i n t s  under which t h e  coun t r y  i s  opera t ing .  By emphasizing mortgage 
f i nanc inq  f o r  new u n i t s  and n o t  d i v e r s i f y i n g  long t e n  operat ions t h e  systems 
p o r t f o l i o  o f  assets  a re  r e l a t i v e l y  i n f l e x i b l e .  Sources o f  money a re  sho r t  
t e n  and c o s t l y  causing a  nega t i ve  spread. The system needs t o  improve 
o ruan iza t ion  and management t o  operate  more p roduc t i ve ly .  Reforms i n  such 
~ o l i c i e s  and more aqgressive promotion o f  t h e  system can improve t h e  a b i l i t y  
o f  t h e  assoc ia t ions  t o  ma in ta i n  and expand t h e i r  impor tan t  r o l e  i n  s h e l t e r  
f inance. 

7. The c r e d i t  department o f  t h e  A g r i c u l t u r a l  Bank o f  Cartago 
(DECAP) regu la tes  t h e  SNAP and he los  a t t r a c t  resources f o r  i t  as we1 1  as 
INVU. It has a  l i m i t e d  a b i l i t y  t o  a t t r a c t  f r e s h  resouces due t o  i t s  
subs tan t i a l  f o r e i q n  debt.  It needs t o  pursue p o l i c i e s  t o  support  t h e  sec to r  
and t h e  assoc ia t ions  t o  m o b i l i z e  i n t e r n a l  resources, p a r t i c u l a r l y  a t  lower 
cos ts .  DECAP must i n t r oduce  f i n a n c i a l  p o l i c i e s  on t h e  use o f  resources 
depending on t h e i r  o r i q i n  and r i s k  and assign s t r a t e g i e s  f o r  t h e  use o f  those 
resources t o  ensure i t s  and t h e  long  term v i a b i l i t y  o f  t h e  p r i v a t e  housing 
f i nance  system. 

C. AID's She l te r  S t ra tegy  

AID's s t r a tegy  i s  t o  support bas ic  U.S. economic o b j e c t i v e s  w h i l e  
suppor t ing a  susta ined increase i n  t h e  l e v e l  o f  product ion o f  s h e l t e r  f o r  
f a m i l i e s  w i t h  incomes below t h e  median by: 

1. p rov i d i ng  f o r e i g n  exchange w h i l e  s imul taneous ly  genera t ing  
a d d i t i o n a l  f i nanc ing  f o r  t h e  s h e l t e r  sec to r  t o  ma in ta in  p roduc t ion  and 
employment; 

2. developing unsubsidized bas ic  s h e l t e r  a f f o r d a b l e  by low income 
fami 1  ies ;  



3. deve lop inq a r e a t e r  ~ r i v a t e  s e c t o r  involvement,  i n  p r o d u c t i o n  o f  
minimum t y p e  s o l u t i o n s  by t h e  f i n a n c i n g ,  c o n s t r u c t i o n ,  and marke t inq  o f  
s h e l t e r  f o r  t hose  f a m i l i e s ,  th rouqh p r i v a t e  sav ings ana l o a n  assoc ia t i ons ,  
developers,  and promoters; and 

4. P r o v i d i n g  t e c h n i c a l  ass i s tance  t o  s t reng then  f i n a n c i a l  
i n s t i t u t i o n s  and t o  n a t i o n a l  qovernment f o r  r e t h i n k i n g  hous ing p o l i c i e s  and 
proqrams. 

A  k e y  component o f  t h e  M i s s i o n ' s  a s s i s t a n c e  package f o r  Costa R i c a  i s  
t h e  Housing Guaranty program. The GOCR and t h e  M iss ion  a r e  o f  t h e  o p i n i o n  
t h a t  d e s p i t e  t h e  economic problems, t h e r e  i s  a  need t o  s u s t a i n  low income 
hous inq f i n a n c e  and p roduc t ion  i n  a  c o u n t r y  t h a t  has t r a d i t i o n a l l y  p laced h i g h  
p r i o r i t y  on  t h e  s o c i a l  w e l l  be ina o f  i t s  c i t i z e n s ,  i n c l u d i n g  home ownership 
o p p o r t u n i t i e s  f o r  low and moderate income r e s i d e n t s .  

Severe budget  l i m i t a t i o n s  and t h e  u n a v a i l a b i l i t y  o f  e x t e r n a l  
resources a r e  a f f e c t i n q  hous inq p roduc t ion .  The HG resources would p e r m i t  low 
c o s t  s h e l t e r  p r o d u c t i o n  t o  be sus ta ined.  T h i s  would have a d d i t i o n a l  b e n e f i t s  
such as g e n e r a t i n q  c o n s t r u c t i o n  re1 a ted  employment and a t  t r a c t i  nq lonq- term 
do1 l a r  resources t h a t  c o u l d  be used t o  meet c r i t i c a l  f o r e i g n  exchanqe needs. 
Whi le Costa R ica  i s  underqoinq t h e  p a i n f u l  process o f  d e b t  reschedu l ing ,  t h e  
n a t u r e  and f e a t u r e s  o f  t h e  HG proqram a r e  such t h a t  t h e  M iss ion  f e e l s  t h a t  i t  
i s  an i m ~ o r t a n t  f o r e i g n  a s s i s t a n c e  v e h i c l e  a t  t h i s  t ime.  

The proposed HG program i s  o r i e n t e d  t o  s h e l t e r  p r o d u c t i o n  a f f o r d a b l e  
by f a m i l i e s  whose incomes f a l l  below t h e  median w i t h o u t  i n t e r e s t  r a t e  
subs id ies .  A  key  f e a t u r e  o f  t h e  program i s  t h a t  i n t e r e s t  r a t e s  be t i e d  t o  
f i n a n c i a l  p o l i c i e s  t h a t  e l i m i n a t e  hous inq subs id ies .  Che element i n  Costa 
R i c a ' s  debt  s i t u a t i o n  i s  i t s  l ong  h i s t o r y  i n  i n c u r r i n g  p u b l i c  debt  t o  
s u b s i d i z e  u n i t s  wh ich  a r e  beyond t h e  pay ing c a p a c i t i e s  o f  t h e  f a m i l i e s  
served. T h i s  means l e s s  generous housing standards, and lower  c o s t s  t o  
ach ieve unsubs ia ized i n t e r e s t  r a t e s .  

The proposed HG proqram w i l l  be channeled t o  t h e  p r i v a t e  s e c t o r  
sav inqs and l o a n  system (SNAP), t h e  s i n g u l a r l y  most s i g n i f i c a n t  s h e l t e r  
f i n a n c e  system i n  t h e  coun t ry .  S ince i t s  es tab l i shmen t  t h i r t e e n  y e a r s  ago, i t  
has f i n a n c e d  27,000 new u n i t s .  Most o f  t hese  u n i t s  a r e  owned by moderate and 
low income f a m i l i e s .  The system has made annual investments  i n  housing 
q r e a t e r  than a l l  p u b l i c  s e c t o r  agencies enqaged i n  hous ing f i n a n c e  combined. 
U n l i k e  those  p u b l i c  s e c t o r  i n s t i t u t i o n s ,  i t  has used i t s  own resources and 
those f rom f i n a n c e  i n s t i t u t i o n s  such as CABEI and BIAPE a t  p r e v a i l i n g  market  
ra tes .  S ince 1977, i t  has i n t r o d u c e d  v a r i a b l e  r a t e  mortgaqe ins t rumen ts  t h a t  
p e r m i t  i t  t o  make ad jus tments  i n  i t s  y i e l d  on a  p o r t i o n  o f  i t s  p o r t f o l i o .  

The p r i v a t e  c o n t r a c t o r s  and promoters have e s t a b l i s h e d  a  s u b s t a n t i a l  
c a p a c i t y  t o  develop p r o j e c t s  and o rgan ize  markets  f o r  t h e  ~ r o d u c t i o n  o f  m i d d l e  
income housing. Under t h e  Programs H a b i t a c i o n a l  a e l  Gobierno, 460 m i  11 i o n  
i n c o n s t r u c t i o n  was completed and u n i t s  were marketed w i t h i n  a  t h r e e  y e a r  
pe r iod .  T h i s  e x ~ e r i e n c e  enabled t h e  c o n t r a c t o r s  t o  e s t a b l i s h  e f f e c t i v e  



product ion and market inq techniaues. Th is  c a p a c i t y  w i  11 be r e d i r e c t e d  t o  
p rov i de  s h e l t e r  f o r  t h e  t a r g e t  qroup, f a m i l i e s  w i t h  incomes below t he  median. 
Several developers have acaui red l and  and a r e  des iqn inq p r o j e c t s  t h a t  a re  more 
o r  l e s s  cons i s t en t  w i t h  t h e  s o l u t i o n  t ypo logy  i n  t h i s  p ro j ec t .  But f i n a n c i n g  
w i  11 be reau i r ed  f o r  these and o t h e r  e f f o r t s  t o  be developed. A  demand 
ana l ys i s  was conducted which showed t h a t  t h e  t a r g e t  group would pay f o r  t h e  
s o l u t i o n s  t ypo loqy  t o  be funded under t h i s  program. 

The t e c h n i c a l  ass is tance w i l l  be prov ided under t h i s  p r o j e c t  t o  
promote t h e  use o f  low c o s t  b u i l d i n g  m a t e r i a l s  i n  c o n s t r u c t i n g  new so lu t i ons ,  
f i n a n c i a l  p l  anning, resource mobi 1  i za t ion ,  data processsing and ana l ys i s  of 
t h e  procedures and regu la to r y  framework o f  t h e  p r i v a t e  S  and L  system. I n  
addi t ion,  t h e  Miss ion and t h e  O f f i c e  o f  Housing w i l l  p rov ide  t e c h n i c a l  
ass is tance and t r a i n i n g  through re1 ated programs t o  address admini s t r a t  i v e  
re form and improved p o l i c y  f o n u l a t i o n .  The new government i s  c u r r e n t l y  i n  
t he  process of r e s t r u c t u r i n g  broader housing p o l i c y  r e s p o n s i b i l i t i e s .  AID has 
a  con t inu ing  d ia logue  w i t h  t h e  key sec to rs  and once these i n s t i t u t i o n a l  
arrangements f o r  p o l i c y  a re  c l ea r ,  t h e  Miss ion w i t h  i t s  s t a f f ,  RHUDO and 
t echn i ca l  ass is tance w i l l  support  t h i s  e f f o r t .  

A I D ' S  long te rm s t r a t e g y  w i l l  emphasize a  g rea te r  r e l i a n c e  on t he  
p r i v a t e  and p u b l i c  f i n a n c i a l  system i n  generat ing i n t e r n a l  resources f o r  
housing, t o  expand t h e  network o f  s h e l t e r  d e l i v e r y  i n s t i t u t i o n s ,  and t o  
m o b i l i z e  savings and t o  mon i to r  t h e  f l o w  o f  e x t e r n a l  resources t o  t h e  sector .  

D. Proqram Descr ip t ion  

1. Goal and Purpose 

The goal  o f  t h e  proaram i s  t o  improve t h e  s h e l t e r  cond i t i ons  o f  
f a m i l i e s  whose incomes a r e  helow t h e  median. The purpose o f  t h e  program i s  t o  
a s s i s t  Costa R ica 's  p r i v a t e  sec to r  e s t a b l i s h  a  rep1 icab le ,  non-subsidized, 
low-cost s h e l t e r  program f o r  t h e  t a r q e t  group. 

2. Program Components 

The key elements o f  t h i s  i n s t i t u t i o n a l  development and low-cost 
housing product ion e f f o r t  a r e  as f o l l o w s :  

a) New She l t e r  So lu t ions  - The SNAP w i l l  f i nance  s h e l t e r  
s o l u t i o n s  t h a t  a re  w i t h i n  t h e  pay ing c a p a c i t y  o f  f a m i l i e s  below t h e  median 
income. Assoc ia t ions w i  11 promote new t y p e s - o f  housing so lu t ions ,  i n c l u d i n g  
core u n i t s  o f  20  M ~ ,  se rv iced  l o t s ,  and serv iced  l o t s  w i t h  home improvement 
loans. They w i l l  a l s o  f i nance  a  l a r g e  number o f  home improvements f o r  
f a m i l i e s  below t h e  median. 

b )  She l t e r  De l i ve r y  System f o r  Low Cost So lu t i ons  - P r i v a t e  
promoters and developers w i  11 be  o rqan iz inq  low income fami 1  i e s  t o  acau i re  
u n i t s  and con t rac to r s  w i l l  be developinq p r o j e c t s  t h a t  meet t h e  paying 
c a p a c i t i e s  o f  b e n e f i c i a r i e s .  Const ruct ion f i nanc ing  r i s k s  w i l l  be  borne by 
con t rac to r s  and/or promotors who w i l l  then channel buyers t o  assoc ia t ions  t o  
o b t a i n  long-term mortgage f inanc ing.  



c )  Savings M o b i l i z a t i o n  - The SNAP w i l l  c a p t u r e  i n c r e a s i n g  
l e v e l s  o f  t h e  savings market  by a t t r a c t i n q  new passbook accounts, deve lop ing 
low c o s t  f i n a n c i a l  ins t ruments ,  and a g g r e s s i v e l y  promot ing  t h e  s e r v i c e s  i t  
p r o  v i  des. 

d )  D i v e r s i f i c a t i o n  - New l e n d i n g  a c t i v i t i e s  w i l l  be i n i t i a t e d  
t o  d i v e r s i f y  SNAP'S asse t  s t r u c t u r e .  T h i s  d i v e r s i f  i c a t i o r ~  w i l l  b e  based upon 
an a n a l y s i s  o f  t h e  t ypes  o f  l e n d i n g  a c t i v i t i e s  b e s t  s u i t e d  t o  sav ings and 
loans,  a  r e g u l a t o r y  framework t h a t  p e r m i t s  f l e x i b i  1  i t y  i n  p u r s u i n g  new l e n d i n g  
a c t i v i t i e s ,  and l e n d i n g  terms t h a t  r e f l e c t  t h e  f i n a n c i a l  r i s k s  and c o s t s  o f  
those new a c t i v i t i e s .  Th is  d i v e r s i f i c a t i o n  shou ld  a l l o w  t h e  system t o  a t t r a c t  
savings f r o m  i n d i v i d u a l s  who w i l l  be  a t t r a c t e d  by  t h e  d i f f e r e n t  s e r v i c e s  
p rov ided  by  t h e  system. 

e )  F i n a n c i a l  P lann ing  - The system w i l l  develop a  c a p a c i t y  t o  
m o n i t o r  i t s  o v e r a l l  f i n a n c i a l  c o n d i t i o n  and t h e  c o n d i t i o n  o f  i n d i v i d u a l  
assoc ia t i ons ,  ana lyze t h e  imoact  o f  t h e  c o s t s  o f  resources which i t  uses, and 
determine t h e  spread and l e n d i n g  terms r e a u i r e d  t o  m a i n t a i n  t h e  sys tem's  
v i a b i l i t y .  T h i s  f i n a n c i a l  p l a n n i n g  framework w i l l  t r a n s l a t e  i n t o  a  s t r a t e q y  
f o r  r e c u p e r a t i o n  and r e v i t a l i z a t i o n  o f  t h e  system. 

f )  P r o d u c t i v i t y  - Anumber o f  re fo rms  i n  t h e o p e r a t i o n s  o f  t h e  
system w i  11 be implemented t o  i n c r e a s e  p r o d u c t i v i t y .  Col l e c t i o n s ,  l oan  
processing,  t h e  deployment and t r a i n i n g  o f  human resources, and i n t e r n a l  
communications w i l l  be  examined t o  reduce c o s t s  w h i l e  a t  t h e  same t i m e  
improv ing t h e  l e v e l  o f  serv ices .  

3. Roles o f  P a r t i c i o a n t s  

The i n s t i t u t i o n s  i n v o l v e d  i n  t h e  program and t h e i r  r o l e s  a r e  as 
f o l l o w s :  

a)  C e n t r a l  Bank o f  Costa R ica  - The HG l oan  w i l l  be borrowed 
by t h e  BCCR which w i l l  on lend  an eaua l  amount o f  co lones  t o  DECAP. The BCCR 
w i l l  assume t h e  exchange r i s k .  

DECAP - DECAP w i l l  channel resources t o  t h e  i n d i v i d u a l  b )  - 
a s s o c i a t i o n s ;  c o o r d i n a t e  t h e  oroqram; deve lop and app ly  o f  i n t e r e s t  r a t e  
p o l i c i e s ;  and e s t a b l i s h  r e q u l a t i o n s  which p e r m i t  d i v e r s i f i c a t i o n ,  f a c i l i t a t e  
savinqs, and inc rease  p r o d u c t i v i t y .  

c )  Savings and Loan A s s o c i a t i o n s  - The a s s o c i a t i o n s  w i l l  
f i n a n c e  new s h e l t e r  s o l u t i o n s ,  d i v e r s i f y  ope ra t i ons ,  c a p t u r e  savings,  improve 
management and o rgan iza t i on ,  promote t h e  system and deve lop i n d i v i d u a l  
f i n a n c i a l  p l a n n i n g  c a p a b i l i t i e s .  

d )  P r i v a t e  C o n t r a c t o r s  - Con t rac to rs  and/or  promoters w i  11 
h e l p  o q a n i z e  t h e  market  f o r  low-cost  housing, a r range c o n s t r u c t i o n  f i nanc ing ,  
o b t a i n  approva ls  f r o m  m u n i c i p a l  and n a t i o n a l  e n t i t i e s  r e g u l a t i n g  c o n s t r u c t i o n  
standards, c o n s t r u c t  t h e  u n i t s  and promote new c o n s t r u c t i o n  m a t e r i a l  s  and 
reduced s tandards  i n  s o l u t i o n s  t o  b e  f inanced.  



4. F inanc ia l  Plan Summary 

The t o t a l  c o s t  o f  t h e  p r o j e c t  w i l l  be $ 24.3 m i l l i o n .  The sources 
and components o f  t h e  f i n a n c i a l  p l an  a r e  as f o l l ows :  

a) AID1U.S. P r i v a t e  I nves to r s  - A $20 m i l l i o n  HG guarant ied 
loan w i  11 be prov ided by U.S. lenders.  Th is  w i  11 be  used e x c l u s i v e l y  t o  
f i nance  s h e l t e r  s o l u t i o n s  f o r  f a m i l i e s  below t h e  meaian income. 

b) Savings and Loan Assoc ia t ions - Approximately $12 m i l l i o n  
i n  i n t e r n a l  savinas w i l l  be aenerated bv t h e  SNAP over  t h e  l i f e  o f  t h e  
program, o f  whichUan est imated $4.8 m i l i i o n  w i l l  be i n  t h e  f o rm  o f  low c o s t  
savings (e.q. passbook accounts; downpayments on s i t e s  and se rv i ce  and core  
u n i t s ) ,  and $7.2 m i l l i o n  w i l l  be f rom o t h e r  l o c a l l y  generated resources (e.g. 
t ime  depos i t s )  a t  h iqher  cos t .  O f  t h a t  t o t a l ,  $4 m i l l i o n  w i l l  be prov ided as 
Program coun te rpar t  and w i l l  be used t o  f inance s o l u t i o n s  f o r  f a m i l i e s  w i t h  
incomes below t h e  median. 

c )  A I D  - Approximately $300,000 i n  t echn i ca l  ass is tance w i l l  
be prov ided t o  d e v e G  new low-cost  s h e l t e r  so lu t ions ,  e s t a b l i s h  r e g u l a t i o n s  
and i mprove f inanc i  a1 p l  anning capabi 1  i t i e s ,  p rov ide  adv ice on computer 
operat ions,  and o u t l i n i n g  new low-cost  savings instruments,  as w e l l  as f o r  
f o rmu la t i ng  a  market s t r a t e g y  f o r  c a p t u r i  ng savinqs, s t rengthening 
o rqan iza t iona l  s t r u c t u r e s  and i n t e r n a l  procedures, improv ing c o l l e c t i o n s ,  and 
promotinq low-cost so lu t ions .  Resources w i l l  a l so  be s e t  as ide t o  support  t h e  
d ia loque  on n a t i o n a l  housing p o l i c y  when assignment o f  those r e s p o n s i b i l i t i e s  
are decided by t h e  GOCR. 

E. Issues 

1. Program Ob jec t i ve  

The program o b j e c t i v e s  a re  geared t o  produce low-cost, 
r e ~ l i c a b l e  non-subsidized s h e l t e r  through t h e  p r i v a t e  sec to r .  The exper ience 
qained i n  us ing new cons t ruc t i on  standards and mate r ia l s ,  e s t a b l i s h i n g  
adequate f i n a n c i a l  p o l i c i e s  and s tudy ing  ways t o  inc rease  f l ows  o f  resources 
t o  t h e  sec to r  w i l l  enable t h e  GOCR t o  sus ta i n  p roduc t ion  f o r  t h e  poor desp i t e  
changing economic c o n d i t i o n  f a c i n g  t h e  count ry .  

2. I n s t i t u t i o n a l  Focus 

The reasons f o r  channe l l i ng  resources through t h e  SNAP are  as 
f o l l ows :  a) INVU i s  d i sbu rs i ng  t h e  c u r r e n t  HG resources and should 
concent ra te  i t s  e f f o r t s  on t h e  immediate p roduc t ion  o f  s o l u t i o n s  and i t s  
p o l i c i e s  be fo re  any new program i s  developed; b )  t h e  M i n i s t r y  o f  Housing and 
Human Sett lements was suspended by t h e  newly e l ec ted  government thereby 
e l i m i n a t i n g  t h e  one v e h i c l e  t h a t  m i  qht  have coord inated i n t e r e s t  r a t e  p o l i c i e s  
o f  a  broad mix  o f  p u b l i c  and p r i v a t e  i n s t i t u t i o n s ,  and c )  SNAP has t h e  
capac i t y  t o  r e o r i e n t  i t s  opera t ions  t o  address t h e  econimi c  r e a l  i t i e s  
con f ron t i ng  t h e  sector .  DECAP and t h e  mutuals w i l l  be supported by a  
t echn i ca l  ass is tance program and a f l o w  o f  resources t h a t  would be channeled 
a t  r a t e s  t h a t  correspond t o  t h e  cos ts  o f  money and i n t e r n a l  r a t e s  of r e t u rn .  



3. S t a t u s  o f  Urban Employment and Community Improvement HG (515-HG-006) 

There were t h r e e  b a s i c  causes f o r  d e l a y s  i n  HG 006 imp lementa t ion :  

a) An i n i t i a l  l a c k  o f  committment t o  t h e  p r o j e c t  by t h e  N a t i o n a l  
Housing I n s t i t u t e  (INVU) and t h e  M u n i c i p a l  Development I n s t i t u t e  (IFAM). INVU 
was r e l u c t a n t  t o  reduce s tanda rds  and hence cos ts ,  w h i l e  a t  t h e  same t i m e  
i n c r e a s i n g  t h e  mortgage i n t e r e s t  r a t e .  IFAM, and t h e  m u n i c i p a l  governments, 
were n o t  w i l l i n g  t o  i n t r o d u c e  t h e  recove ry  o f  c o s t s  i n  sma l l  community 
i n f r a s t r u c t u r e  p r o j e c t s  which have been t r e a t e d  t r a d i t i o n a l l y  as grants .  

b )  U n a n t i c i p a t e d  d i f f i c u l t i e s  emerged w i t h  b o t h  t h e  upg rad ing  and 
home improvement a c t i v i t i e s .  Even i f  t h e  concept  o f  c o s t  r e c o v e r y  i n  
community i n f r a s t r u c t u r e  p r o j e c t s  had been accep tab le  t o  IFAM and t h e  
m u n i c i p a l  i t  ies,  t h e  v a l o r i  z a t i o n  ( o r  value-added t a x )  system proposed was t o o  
s o p h i s t i c a t e d  f o r  t h e  i n s t i t u t i o n s  i n v o l v e d .  I n  t h e  Home Improvement Program, 
t h e  l ack  o f  v a l i d  t i t l e s  among owners and t h e  l a c k  o f  procedures f o r  making 
improvement loans  t o  ren te r -occup ied  hous ing  had been h o l d i n g  up t h i s  a c t i v i t y .  

c .  I n te r -agency  c o o r d i n a t i o n  proved t o  be a lmost  i m p o s s i b l e  t o  
achieve,  p a r t i c u l a r l y  i n  t h e  l i g h t  o f  t h e  m a j o r  p o l i c y  and p rocedura l  changes 
r e c u i r e d  by t h e  p r o j e c t .  

These problems were overcome by work ing  e x c l u s i v e l y  w i t h  INVU 
e m p h a s i z i ~ g  t h e  S i t e s  and Serv ices  and Home Improvement Loan Programs. The 
community upgrad ing  component has been reduced t o  a  p i l o t  program i n  one 
s e l e c t e d  community wh ich  INVU i s  imp lement ing  and wh ich  i f  success fu l ,  w i l l  
demonstrate a l t e r n a t e  methods of c o s t  r e c u p e r a t i o n  e.g., t h rough  u t i l i t y  
b i l l s .  IFAM and t h e  Community Development I n s t i t u t e  a r e  no l o n g e r  
p a r t i c i p a t i n g  i n  t h e  p r o j e c t .  W i th  t h e  Home Improvement Program a  d e c i s i o n  
was made j o i n t l y  w i t h  I N V U  t o  s t a r t  t h e  program w i t h  home owners who have 
c l e a r  t i t l e .  

The proposed new p r o j e c t  w i l l  n o t  have t o  dea l  w i t h  any o f  t h e  
above-mentioned problems s i n c e  t h e  s i t e s  and s e r v i c e s  s o l u t i o n  f i n a n c e d  a t  
market  r a t e s  o f  i n t e r e s t  i s  a  concept  wh ich  i s  accepted i n  Costa Rica; 
problems assoc ia ted  w i t h  t h e  Home Improvement Loan Program have been r e s o l v e d  
w i t h  INVU, and i n  any case t h e  SNAP has an ongoing Home Improvement Loan 
c r e d i t  1  i n e  w i t h  e s t a b l i s h e d  procedures; no community i n f r a s t r u c t u r e  upgrad ing  
a c t i v i  t y  i s  contempl ated; and no i n t e r i  n s t i  t u t i o n a l  dependencies a r e  be ing  
c reated.  

Grant  funded t e c h n i c a l  a s s i s t a n c e  under t h e  Urban Employment 
Loan has i n c l u d e d  two genera l  s t u d i e s ,  a  hous ing  d e f i c i t  s t u d y  and a  c r e d i t  
p o l i c y  s tudy .  The a s s i s t a n c e  c a l l e d  f o r  i n  i n  t h e  new p r o j e c t  would n o t  
d u p l i c a t e  these e f f o r t s  s i n c e  i t  i s  t a r g e t e d  a t  s p e c i f i c  areas r e l a t e d  t o  t h e  
management o f  t h e  SNAP (see  S e c t i o n  1 I .C .  ) and a  s u s t a i n i n g  t h e  d i a l o g u e  on 
n a t i o n a l  s h e l t e r  p o l i c y  i n  t h e  c o n t e x t  o f  new economic r e a l i t i e s .  



Acceptabi 1 i t y  

While i t  i s  expected t h a t  t he  so lu t i ons  produced w i l l  be a f f o rdab le  
t o  t he  t a r g e t  popula t ion,  a aues t ion  was r a i s e d  regard ing  t h e i r  
a c c e p t a b i l i t y .  It should be noted t h a t  t h e  GOCR w i l l  n o t  be i n  a p o s i t i o n  t o  
launch major  new housing i n i t i a t i v e s .  The bu lk  o f  new housing u n i t s  w i l l  be 
con f ined  t o  those produced under t he  HG program. The assoc ia t ions  a re  very 
i n t e r e s t e d  i n  working w i t h  s i t e s  and serv ices  s o l u t i o n s  and severa l  
assoc ia t ion  managers be l i eve  t h e  w i l l  be acceptable. The Savings and Loans I were successfu l  i n  market ing 38M s o l u t i o n s  i n  1980 and 1981 under t h e  P lan 
Habi tac ional  d e l  Gobierno (PHG) . The 515-HG-006 program i s  producing se rv i ced  
l o t s  which are being bought. 

A nat ion-wide demand s tudy was c a r r i e d  o u t  which demonstrated a 
s i g n i f i c a n t  l e v e l  o f  i n t e r e s t  among low-income f a m i l i e s  f o r  t h e  va r ious  types 
o f  so l u t i ons  planned under HG 007. Home owners were asked about home 
improvement loans, and 40% expressed i n t e r e s t .  I n  t h e  case o f  non-owners, 
both t h e  se rv iced  l o t  and t h e  core u n i t  were described. Almost h a l f  o f  t h e  
respondents expressed i n t e r e s t  i n  l o t s  and 23% i n  co re  u n i t s .  The determin ing 
f a c t o r  f o r  t h e  lower i n t e r e s t  i n  t h e  core u n i t  was cost,  n o t  design standards 
as some housing o f f i c i a l s  hypothesized. The category  " W i  11 t h i n k  about i t "  
was l a r p e  and i s  important,  i n  p a r t i c u l a r  f o r  new s o l u t i o n s  s ince  t h e  
demonstrat ion e f f e c t  w i l l  increase demand. The demand f o r  new u n i t s  i s  h i  qher 
than expected. The r e s u l t s  of  t h e  s tudy and t h e  recent  exper ience of INVU 
w i t h  home improvement loans i n d i c a t e  t h a t  t h e  demand f o r  t h a t  component w i l l  
be cons iderab ly  h iqher  than t h e  a v a i l a b l e  funds. 

5. F i nanc ia l  Considerat ions 

Costa R ica  i s  i n  t h e  process o f  debt reschedul ing and t h a t  exerc ise  
i s  expected t o  be concluded d u r i n g  September b u t  cou ld  s t r e t c h  o u t  t o  t h e  end 
o f  t h e  year. The t i m i n g  of lender  s e l e c t i o n  i s  import  ant as loan con t rac t i ng  
cou ld  be caught up i n  reschedul ing which cou ld  de lay  f u l l  o r  p a r t i a l  payments 
t o  t h e  U.S. lender  p rov i d i ng  t h e  HG loan. Th i s  would then reau i r e  t h a t  t h e  HG 
reserve fund  be used t o  meet those o b l  igatons.  Therefore, a dec i s i on  w i  11 
have t o  be made on var ious con t rac t i ng  s t r a t e g i e s  which a re  being examined 
be fo re  loan c o n t r a c t i n g  occurs. 

Recornendat i on  

Th i s  HG program can sus ta i n  an increase i n  t h e  l e v e l  of  product ion o f  
low-cost s h e l t e r  s o l u t i o n  f o r  low-income f a m i l i e s  and serve as a major 
c a t a l y s t  i n  developing a g rea te r  p r i v a t e  sec to r  involvement i n  t h e  f i nanc ing ,  
~ r o d u c t i o n  and market ing of these lower-cost  so lu t ions .  

The USAID Costa Rica and RHUDO/LA have judged t h e  p r o j e c t  t o  be 
t e c h n i c a l l y ,  f i n a n c i a l l y ,  economically, i n s t i t u i o n a l  l y ,  s o c i a l l y ,  and 
environmental l y  sound and v i  able, and recornend t h a t  a $20 m i  11 i on  Housing 
Investment Guaranty be approved as w e l l  as $300,000 i n  g ran t  funds t o  p rov ide  
t echn i ca l  ass is tance and o the r  support f o r  p r o j e c t  implementation. 



11. PROJECT BACKGROUND AND DETAILED PROJECT DESCRIPTION 

A. Background 

1. Overview o f  S h e l t e r  Sector  

Costa R ica  has had t h e  bes t  record  o f  any coun t ry  i n  Cen t ra l  
Pmerica w i t h  regard  t o  o v e r a l l  volume o f  s h e l t e r  product ion,  b u t  a l s o  i n  t h e  
e x t e n t  t o  which t h a t  p roduc t ion  i s  a l l o c a t e d  t o  lower  income groups. That 
record  i s  now be ing  threatened as a  resu l  t o f  t h e  severe economic d i f f i c u l t i e s  
which Costa R ica  i s  con f ron t ing .  

A GOCR Census r e p o r t  es t ima tes  t h a t  o f  t h e  e . x i s t i n g  housing 
s tock (as o f  December, 1980), 164,500 s t r u c t u r e s  were l a c k i n g  a  b a s i c  
i n f r a s t r u c t u r e  o r  overcrowded and 84,400 were cons idered beyond r e p a i r .  Using 
t h e  p r o p o r t i o n  o f  urban households as a  qeneral  guide, rough ly  83,000 u n i t s  
were i n  need o f  improvement and 48,800 new u n i t s  were r e a u i r e d  i n  urban areas 
i n  1981. Est imates o f  annual p roduc t ion  needed f o r  1982 i n d i c a t e  t h a t  24,000 
u n i t s  would be needed. Whi le t h e  numerical  weight  o f  t h i s  demand i s  
concent ra ted i n  t h e  Cent ra l  Val l e y  (San Jose, Cartago, A l a j u e l  a  and Heredi a), 
t h e  c o a s t a l  areas have urban concen t ra t ions  t h a t  p r o p o r t  iona l  l y  have even 
g r e a t e r  a e f i c i e n c y  and d e f i c i t  problems. 

Housing p roduc t ion  i n  Costa R ica  i s  c a r r i e d  o u t  throuqh p u b l i c  
and p r i v a t e  f i n a n c e  i n s t i t u t i o n s ,  o t h e r  formal  producers (e.g. p r i v a t e  
c o n t r a c t o r s  and promoters) ,  and through t h e  in fo rma l  s e c t o r  ma in ly  i n  r u r a l  
areas. I n s t i t u t i o n a l  housing p roduc t ion  peaked i n  1979 w i t h  14,450 u n i t s ,  o r  
69% o f  t h e  annual need. That f i g u r e  i s  p r o j e c t e d  t o  f a l l  t o  8,250 u n i t s  by 
t h e  end o f  1982, o n l y  34% o f  t h e  est imated annual need. Th is  d e t e r i o r a t i o n  i n  
t h e  a b i l i t y  o f  i n s t i t u t i o n s  t o  meet housing needs w i l l  c o n t i n u e  as economic 
c o n d i t i o n s  become more s t r a i n e d  and resources f o r  housing f i nance  d im in ish .  

The p u b l i c  and p r i v a t e  i n s t i t u t i o n s  compris ing t h e  s h e l t e r  
s e c t o r  are  t h e  Savings and Loan system (SNAP), t h e  Nat iona l  Housing and Urban 
I n s t i t u t e  INVU, t h e  commercial banking system (SBN), t h e  Workers Bank (BPDC), 
t h e  Na t iona l  Insurance I n s t i t u t e  (INS), t h e  Soc ia l  S e c u r i t , ~  System (CCSS) and 
t h e  I n s t i t u t e  f o r  S o c i a l  Ass is tance (IMAS). 

The p r i n c i p a l  housing i n s t i t u t i o n s  have been INVU, SNAP and 
SBN. The i r  Product ion ( a c t u a l  ana p r o j e c t e d )  i s  as f o l l o w s :  

1979 1980 1981 1982 % Change 
(es t .  ) ( p r o j  

h i t s  h i t s  U n i t s  U n i t s  197 9-82 
I N V U  2355 1882 3000 2 000 -1 5% 
SNAP 4429 3786 3740 2300 -4 8% 
SNB 4639 191 1  

11423 7579 

A l l  I n s t i t . 1 4 4 3 3  10438 11400 8250 -42% 



As can be observed housing p roduc t ion  has dropped sharp ly .  SNAP 
product ion dropped by 48% s i nce  1979 ana t h e  reduc t ion  i n  u n i t s  o f  t h e  SBN was 
even more severe, 59%. INVU was t h e  l e a s t  a f f e c t e d  o f  t h e  t h r e e  i n s t i t u t i o n s  
and i s  l i k e l y  t o  ma in ta i n  product ion l e v e l s  as a  r e s u l t  o f  t h e  implementat ion 
o f  515-HG-006. It i s  impor tant  t o  n o t e  t h a t  i n  t h e  ~ a s t ,  SNAP has generated a  
l e v e l  o f  investment eaual t o  a l l  p u b l i c  i n s t i t u t i o n s  combined,i.e. INVU, INS, 
CCSS, e tc .  

Const ruct ion cos t s  have soared, by as much as 60% annua l l y  i n  
1981. This s i t u a t i o n ,  combined w i t h  r i s i n g  i n t e r e s t  ra tes ,  has e f f e c t i v e l y  
c u t  o f f  a  m a j o r i t y  o f  t h e  n a t i o n ' s  f a m i l i e s  f rom ob ta i n i ng  loans f o r  home 
improvements and t h e  Durchase o f  homes. 

2. P r i  va te  Sector  Cont ractors  

Costa R ica 's  emphasis on housing has r e s u l t e d  i n  t h e  development o f  a  
r a t h e r  soph i s t i ca ted  and e f f i c i e n t  network o f  f i n a n c i n g  product ion and 
market ing i n s t i t u t i o n s .  The product  t h a t  was produced however was r e 1  a t i v e l y  
c o s t l y  and gene ra l l y  subs id ies  were incorpora ted  i n  t h e  mortqage f inanc ing.  
There i s  a  general  r ecogn i t i on  t h a t  r ev i sed  standards need t o  be developed and 
some i n s t i t u t i o n s  no tab l y  INVU and some b u i l d i n g  ma te r i a l  s  producers a re  
cons ider i  nq t h e  appl i c a t i o n  o f  measures t o  reduce those costs.  The system 
needs t o  be reo r i en ted  t o  t h e  product ion and market inq o f  new low c o s t  
so lu t ions .  Const ruct ion f i nanc ing  f r om p r i v a t e  banks i s  s t i l l  a v a i l a b l e  b u t  
lonq t e n  mortgage f i n a n c i n g  i s  n o t  due t o  t h e  problems a l ready  c i t e d .  This 
i n s t a l  l e d  capac i t y  and t h e  a b i l i t y  t o  r e d i r e c t  t h e  e f f o r t s  o f  con t rac to r s  and 
promoters cou ld  be l o s t .  Est imates o f  product ion i n d i c a t e  t h a t  housing 
con t rac to r s  a re  opera t ing  a t  35% capac i t y .  Unemployment l e v e l s  i n  t h e  
cons t ruc t i on  sec to r  a re  t h e  h i ghes t  o f  any sec to r  making up t h e  economy. 

3. The Savings and Loan System (SNAP) 

I n  s l i g h t l y  more than twe lve  years, SNAP has f inanced rough ly  27,000 
u n i t s ,  84% f o r  houses c o s t i n g  l e s s  than C/.100,000. While c o s t s  a re  d i s t o r t e d  
by recen t  i n f l a t i o n ,  t h e  assoc ia t ions  t r a d i t i o n a l l y  have worked w i t h  low and 
moderate income f a m i l i e s .  A major  p a r t  o f  SNAP'S recen t  l end ing  was supported 
by t h e  Proqrama Hab i tac iona l  d e l  Gobierno and CABEI. The assoc ia t ions  have 
ob ta ined  57% o f  t h e i r  f i n a n c i n q f r o m  DtCAP and o n l y  43% from savings accounts, 
t ime  depos i t s  and mortqage p a r t i c i p a t i o n s .  I n  turn ,  about 70% o f  DECAP's 
resources d e r i v e  f rom ex te rna l  sources i n c l u d i n g  CABEI, BIAPE and p r i v a t e  
banks. 

The Savings and Loans are con f ron t inq  losses provoked by t h e  growing 
gap between t h e  average y i e l d  o f  i t s  p o r t f o l i o  which was 15.75% as o f  Apr i  1, 
1982, and i t s  c o s t  o f  funds which was 15.93%. Th i s  nega t i ve  spread t r a n s l a t e s  
i n t o  a  p ro jec ted  l o s s  o f  C/.21,730,000 f o r  t h e  assoc ia t ions  as o f  December, 
1982. 

S p e c i f i c  problems which con f ron t  t h e  system and which t h e  program 
w i l l  address a re  t h e  f o l l o w i n g :  



a)  C u r r e n t l y  t h e  a s s o c i a t i o n s  a r e  o p e r a t i n g  a t  n e q a t i v e  spread o f  
1.86% i n c l u d i n g  a a m i n i s t r a t i  ve costs .  Thi s  has occur red  because they  have 
depended on DECAP f o r  h i g h  cos t ,  e x t e r n a l  resources. k t  t h e  same t ime, they  
have competed success fu l y  w i t h  commercial banks f o r  shor t - te rm,  re1  a t i v e l y  
h i q h  c o s t  resources, b u t  n o t  low-cost  savings. For  example, s i n c e  1979, t h e  
a s s o c i a t i o n s ' t i m e  d e p o s i t s  increase0 by 183%, w h i l e  t i m e  d e p o s i t s  f o r  t h e  
commercial banking system r o s e  by j u s t  82%. Time d e p o s i t s  rep resen t  69% o f  
t h e  system's resources and c o s t  21.75% a t  t h i s  t ime, w h i l e  passbook accounts 
c o m ~ r i  se 12% o f  t h e i r  resources a t  a  r e a l  c o s t  o f  6.8%, w i t h  approx imate ly  19% 
i n  morgage p a r t i c i p a t i o n s .  The system has captured o n l y  4.5% o f  t h e  sav ings 
market  when o t h e r  systems i n  L a t i n  America have a t t r a c t e d  15-20%. T h i s  source 
o f  f i n a n c i n g  has n o t  been promoted by t h e  system, c o n t r i b u t i n g  t o  t h e i r  
c o l  l e c t i v e  n e g a t i v e  spread. 

b )  The system has operated on t h e  b a s i s  o f  a  3% commission which 
was adeauate when hous inq p roduc t ion  was h igh ;  as l e n d i n g  dec l i ned ,  income 
f r o m  commissions l e v e l e d  o f f .  Because of t h e  emphasis on commissions, t h e  
system has n o t  p a i d  s u f f i c i e n t  a t t e n t i o n  t o  t h e  c o s t s  o f  money (which 
increased by 30% i n  t h e  p e r i o d  1979-82) i n  r e l a t i o n  t o  y i e l d  on p o r t f o l i o  
(which qrew by 24%). The system has been o p e r a t i n g  a t  a  n e t  l o s s  s i n c e  1980. 

c )  I n  r e c o g n i t i o n  o f  these  problems, DECAP r a i s e d  t h e  c o s t  o f  
l e n d i n g  t o  24% f o r  mortgages and 26% f o r  home improvements, and ha1 ved l e n d i n g  
terms t o  t e n  y e a r s  and f i v e  years, r e s p e c t i v e l y .  These severe a c t i o n s  reduced 
t h e  market  and, subseauentl  y l end ing ;  t h i  s f u r t h e r  r e s t r i c t e d  income f rom 
commissions. Furthermore, 1  i a u i d i  t y  was p laced  i n  bonds t o  cover  s h o r t  te rm 
l i a b i l i t i e s  w i t h  t h e  r e s u l t  t h a t  resources were t i e d  up i n  assets  t h a t  y i e l d e d  
l e s s  than investments  i n  new mortgaqes and home improvement loans. 

d)  DECAP's l e g i s l a t i o n  p e r m i t s  t h e  a s s o c i a t i o n s  some f l e x i b i l i t y  i n  
t ypes  o f  loans t h e y  may extend. Beyond mortgages and home improvements loans, 
they  can l e n d  f o r  second mortgages, home r e f i n a n c i n g ,  l o t  a c a u i s i t i o n ,  s h o r t  
term investments, f i n a n c i n g  o f  u n i t s  f o r  h i g h e r  income f a m i l i e s ,  f i n a n c i n g  
c o n s t r u c t i o n  m a t e r i a l  s, and t r u s t  operat ions.  However, DECAP and t h e  
a s s o c i a t i o n s  have been very c o n s e r v a t i v e  i n  app ly ing  these  regu la t i ons ,  
e f f e c t i v e l y  r e s t r i c t i n g  t h e  S&Ls t o  long-term, i n f l e x i b l e  p o r t f o l i o s  as w e l l  
as d i m i n i s h i n g  t h e i r  image as o r g a n i z a t i o n s  which p r o v i d e  a  v a r i e t y  o f  
se rv i ces .  

These problems appear t o  be s o l v a b l e  and f o r  t h e  system t o  be a b l e  t o  
reach a  p o i n t  o f  f i n a n c i a l  e a u i l i b r i u m ,  a  s e r i e s  of  measures need t o  be taken  
i n  t h e  immediate f u t u r e .  

3. The GOCR Response 

Costa R ica  has had a  long t r a d i t i o n  o f  s o c i a l  re fo rm and e a u i t a b l e  
income d i s t r i b u t i o n  i n  comparison t o  most deve lop ing  c o u n t r i e s .  Th is  
t r a d i t i o n  t r a n s l a t e d  i n t o  a  commitment t o  housing f o r  a l l  income groups. As 
r e c e n t l y  as 1979, t h e  government undertook a  massive housing program, t h e  - Plan 
Hab i tac iona l  - d e l  Gobierno (PHG), designed t o  coun te r  t h e  l o s s  i n  s h e l t e r  



product ion.  U n i t s  ranging i n  c o s t  f rom C/.80,000 t o  C/.132,000 were f inanced 
through SNAP and INVU. Financing f o r  t h e  program came f rom t h e  Deutsche Bank; 
t h e  loan was f o r  e i g h t  years  a t  t h e  LIBOR r a t e  + 7/8%. These funas were 
r e l e n t  through INVU and SNAP a t  14%, f o r  u n i t s  c o s t i n g  l e s s  than C/.100,000, 
and 16% over  t h a t  l eve l .  The i n t e r e s t  r a t e s  were i n s u f f i c i e n t  t o  se r v i ce  t h e  
Deutsche Bank loan. 

There are c l e a r  i n d i c a t i o n s  t h a t  t h e  GOCR i s  aware o f  t h e  
imposs ib i l  i t y  o f  c a r r y i n q  on w i t h  programs such as t h e  PHG, g iven t h e i r  heavy 
subsidies.  Current ly ,  HG 006 i s  opera t ing  w i t h  19% rates.  

The new government assumed power i n  May, 1982. A d r a f t  o f  a  Nat iona l  
Emergency Plan has been c i r c u l a t e d .  The p l an  c o n s i s t s  o f  a  number o f  
a u s t e r i t y  measures t o  r e s t o r e  t h e  economy t o  e a u i l i b r i u m  and t o  reach 
agreement w i t h  t h e  IMF. The p l  an inc ludes  increases i n  f u e l  pr ices,  power 
ra tes,  and o t h e r  services,  as w e l l  as t h e  generat ion o f  t a x  revenues and a  
reduc t ion  i n  t h e  p u b l i c  sec to r  d e f i c i t .  The government has begun t o  implement 
some o f  t h e  measures by s u b s t a n t i a l l y  i nc reas ing  f u e l  pr ices,  and r a i s i n g  
t a r i f f s  f o r  services, and has d r a f t e d  a  "Reforma Tr ibu ta r ia l '  which w i l l  r a i s e  
taxes. 

The qovernment i s  a l s o  a t tempt inq t o  a s s i s t  t h e  p r i v a t e  sector .  It 
has presented l e g i s l a t i o n  t o  s t a b i l i z e  exchange r a t e s  and permi t  t h e  Central  
Bank t o  e s t a b l i s h  a  more f l e x i b l e  r a t e  o f  exchange f o r  most o f  t h e  coun t r y ' s  
impor ts  and expor ts  du r i ng  nex t  t h ree  years. (The a u t h o r i t y  t o  s e t  t h e  
exchange r a t e  r es i des  i n  t h e  Congress). A d d i t i o n a l l y ,  t h e  new law c a l l s  f o r  
exchange t ransac t ions  t o  be l i m i t e d  t o  comnercial  banks i n  o rde r  t o  c o n t r o l  
t h e  f l o w  o f  f o r e i q n  currency. It i s  be l i eved  t h a t  t h i s  w i l l  b r i n g  g rea te r  
s t a b i l i t y  t o  t h e  p r i v a t e  sector .  The Central  Bank a l so  has attempted t o  
reduce subs id ies  by r e s t r i c t i n q  t h e  types o f  commodities t h a t  a re  pa ia  f o r  a t  
t h e  (2.20 = $1 exchange ra te .  

Because o f  t h e  press ing demands o f  t h e  economic s i t u a t i o n ,  t h e  new 
GOCR i s  s t i l l  g rapp l ing  w i t h  plans t o  r eso l ve  problems i n  t h e  s h e l t e r  sector .  
Low c o s t  housing i s  a  p r i o r i t y  concern along w i t h  a g r i c u l t u r a l  development, 
food  product ion,  highway development, and n a t i o n a l  s e c u r i t y  i n  i t s  dea l ings  
w i t h  va r ious  m u l t i l a t e r a l  and b i l a t e r a l  ass is tance i n s t i t u t i o n s .  I n  
d iscuss ions w i t h  t h e  M i n i s t e r s  o f  Planning and Hacienda, t h e  Managers o f  t h e  
Banco Cent ra l  and DECPP, and t h e  Execut ive Pres iaent  o f  INVU, t he re  was 
concern about product ion o f  housing f o r  low income fami l i es ,  as w e l l  as t h e  
need t o  r e a c t i v a t e  t h e  cons t ruc t i on  sec to r  which i s  opera t ing  a t  35% o f  i t s  
capac i t y .  There was agreement t o  u t i l i z e  SNAP as t h e  v e h i c l e  because o f  i t s  
e f f i c i e n c y  and i t s  pas t  h i s t o r y  o f  promoting unsubsidized housing w i t h  
resources i t  obta ined independent ly.  P a r t i c u l a r  i n t e r e s t  was expressed i n  t h e  
i dea  o f  promoting i n t e r n a l  savings t o  con t inue  t h e  p roduc t ion  i n  t h e  housing 
sector .  I n  1  i ght o f  Costa Ricals c u r r e n t  economic cond i t i on ,  government 
o f f i c i a l s  are convinced t h a t  t h i s  i s  t h e  o n l y  major housing a c t i v i t y  t h a t  can 
be i n i t i a t e d  a t  t h i s  t ime. For  i t s  pa r t ,  DECAP has increased i n t e r e s t  r a t e s  
i n  t h e  system. Las t  year, DECAP a l so  app l i ed  i t s  v a r i a b l e  r a t e  p r o v i s i o n  i n  
mortgage con t r a c t s  s i  gned a f t e r  October, 197 9. Another inc rease  i n  these 
i n t e r e s t  r a t e s  i s  being considered now. 



M i s s i o n  S t r a t e g y  

The M i s s i o n ' s  most r e c e n t  CDSS i d e n t i f i e d  Costa R i c a ' s  most p r e s s i n g  
need as t h e  immediate and c o n t i n u i n g  suppor t  o f  ba lance  o f  payments t o  
s t a b i l i z e  t h e  economy and r e a c t i v a t e  t h e  p r i v a t e  s e c t o r .  Ma jo r  emphasis was 
p laced on c r e a t i n g  p r o d u c t i v e  employment o p p o r t u n i t i e s  and r e d u c i  ug GOCR 
o p e r a t i n g  cos ts .  Other  p r i o r i t i e s  i n c l u d e d  housing.  The s t r a t e g y  a1 so s t a t e d  
t h a t ,  wherever p o s s i b l e ,  p r i v a t e  s e c t o r  i nvo l vemen t  i n  p r o j e c t  and program 
imp lemen ta t i on  w i l l  be sought t o  m i n i m i z e  t h e  c o u n t e r p a r t  burden t o  t h e  GOCR. 

Th i s  program i s  c o n s i s t e n t  w i t h  t h e  M i s s i o n ' s  s t r a t e g y  i n  t h e  
f o l l o w i n g  ways: i t  w i l l  p r o v i d e  a d d i t i o n a l  f i n a n c i n g  f o r  t h e  housing s e c t o r  
t o  compensate f o r  t h e  u n a v a i l a b i l i t y  o f  resources ;  i t  w i l l  deve lop  non 
s u b s i d i z e d  b a s i c  s h e l t e r  f o r  t h e  poor;  i t  w i l l  gene ra te  p r o d u c t i v e  employment 
o p p o r t u n i t i e s ;  i t  w i  11 s t i m u l a t e  i n t e r n a l  s a v i  ngs; and i t  w i l l  promote 
ad jus tments  i n  t h e  SNAP t o  improve management and reduce dependence on h i g h  
c o s t  resources.  

5. Other  Sec to r  A c t i v i t i e s  

The c u r r e n t  Housing Guaranty Program (51 5-HG-006) was a u t h o r i z e d  f o r  
$1 1.4 m i l l i o n ,  of wh ich  $6.6 m i l l i o n  have been c o n t r a c t e d .  App rox ima te l y  
$1.35 m i l l i o n  i n  c o n s t r u c t i o n  i s  be ing  f i n a n c e d  p r e s e n t l y .  Combined w i t h  
GOCR c o u n t e r p a r t  monies these  funds w i l l  produce a  f i r s t  phase o f  2,800 
u n i t s .  The prcgram ~ r o j e c t s  t h e  t o t a l  p r o d u c t i c n  o f  ;;are t h a n  8 , C C O  new 
low-cos t  s o l u t i o n s  i n  t h e  Grea te r  San Jose M e t r o p o l i t a n  Area. I n  a d d i t i o n ,  
t h e  H G  i s  f i n a n c i n g  a  Home Improvement Loan Program which  began o p e r a t i n g  i n  
May, 1982. To d a t e  600 l o a n  a p p l i c a t i o n s  have been r e c e i v e d  f o r  an average 
amount of US$1,500. 

I n  t h e  pas t ,  CABEI has been a  ma jo r  sou rce  of f i n a n c i n g  f o r  DECAP, 
t h e  system, and INVU as w e l l .  I t s  most r e c e n t  o p e r a t i o n s  w i t h  t h e  Costa R ican 
system were two l o a n s  backed by mortgage p a r t i c i p a t i o n s .  The f i r s t ,  f o r  $5 
m i l  l i o n ,  was c o n t r a c t e d  i n  August, 1979 and has been f u l l y  d isbursed.  
App rox ima te l y  1,250 u n i t s  were b u i l t .  CABEI c o n t r a c t e d  an a d d i t i o n a l  $10 
m i l l i o n  March, 1981, f o r  app rox ima te l y  1,000 u n i t s ,  h a l f  of wh ich  w i l l  s e r v e  
f a m i l i e s  below t h e  median income. Almost 7m o f  t hose  funds were d i sbu rsed  as 
o f  March 31, 1982. DECAP i s  c u r r e n t l y  n e g o t i a t i n g  an a d d i t i o n a l  t r a n s a c t i o n  
i n  mortgage bonds. The l e v e l  be ing  d iscussed i s  $5 m i l l i o n ,  b u t  t h e  amount i s  
u n c e r t a i n  as CABEI has l i q u i d i t y  problems, t h e r e b y  f o r c i n g  c u t  backs i n  
p r e v i o u s l y  p lanned a1 l o c a t i o n s  t o  s h e l t e r  i n s t i t u t i o n s  i n  t h e  reg ion .  CABEI 
i s  d i s c u s s i n g  a  s i m i l a r  t r a n s a c t i o n  w i t h  INVU f o r  about  $2 m i l l i o n .  

BIPPE has a l s o  p r o v i d e d  resou rces  t o  DECAP. Approx ima te l y  $3 m i l l i o n  
have been prov ided,  o f  wh ich  a l l  have been d isbursed.  No a d d i t i o n a l  BIAPE 
resources  a r e  1  i k e l y  t o  be for thcom-ing i n  t h e  near  f u t u r e .  The IBRD has no 
s h e l t e r  s e c t o r  p r o j e c t s  i n  process o r  pend ing approval .  



0 .  Program Descr ip t ion  

1. Goal - 
The goal  of t h e  program i s  t o  improve s h e l t e r  cond i t i ons  o f  t h e  

urban poor. 

The Durpose of t h e  program i s  t o  a s s i s t  Costa R ica 's  p r i v a t e  
sec to r  t o  e s t a b l i s h  a  r ep l i cab le ,  non-subsidized, low-cost s h e l t e r  program f o r  
1  ow-i ncome f ami 1  ies. 

3. outputs:  

To achieve i t s  purpose, t h e  program w i l l  s t r i v e  f o r  t h e  
f o l l o w i n g  outputs :  

a)  New Housing So lu t i ons  and Loans 

The assoc ia t ions  have cons t ruc ted  s h e l t e r  s o l u t i o n  as smal l  
as  3842 under t h e  ~ r o g r a m a  Hab i tac iona l  d e l  Gobierno. They have n o t  
f i nanced  sma l le r  un i t s ,  n o r  s i t e s  and serv ices.  Also, a l though t h e  system has 
f inanced  home improvements on a  very 1  im i t ed  scale, they  have never been an 
i n t e g r a l  p a r t  o f  t h e i r  operat ions.  The system i s  now ready t o  f i nance  t he  
minimum t ype  o f  so lu t ion .  

New So lu t i ons  Types A P D ~ O X .  Cost Est. No. So lu t ions  Income X i l e  

Serviced Lot  C / .  50,000 4,044 25 th  

Serviced L o t  w/ 
s a n i t a r y  co re  and 
home improvement 1  oan C/. 77,000 2,645 35th 

Serviced Lot w/ 
2012 enclosed space, 
i n c l .  san i t a r y  core C/.100,500 2,018 47th 

Home Im~rovement Loans 

Average 1  oan s i z e  C/. 50,000 7,296 25th 

TOTAL 16,003 

NOTE: The cos t s  o f  these s o l u t i o n s  were ca l cu l a ted  w i t h  a  r a t e  o f  i n t e r e s t  o f  
23.5%. The new s o l u t i o n s  have a  20-year term; t h e  home improvement loans 
have a  10-year term. 



O f  t h e  $24 m i l l i o n  ($20 m i l l i o n  HG and $4 m i l l i o n  i n  l o c a l  
c o n t r i b u t i o n s ) ,  approximately 40% w i l l  be channeled t o  home improvements 
because of t h e  d e f i c i e n c i e s  i n  Costa R ica 's  housing s tock and t o  h e l p  t h e  
assoc ia t ions  t o  d i v e r s i f y  t h e i r  long-term p o r t f o l i o  s t r uc tu re .  The remaining 
6O!X w i l l  be a1 l oca ted  among t h e  var ious  new s o l u t i o n  types t o  p rov ide  a  ranqe 
o f  o ~ p o r t u n i t y  f o r  f a m i l i e s  below t h e  median income. 

b )  She l t e r  Sector De l i ve r y  System 

The promoters and con t rac to r s  need t o  adapt pas t  procedures 
t o  t h i s  r e o r i e n t a t i o n  o f  e f f o r t .  P a r t i c u l a r  emphasis w i l l  have t o  be p a i d  t o  
promote new lower cons t ruc t i on  standards and u t i l i z e  new low c o s t  cons t ruc t i on  
m a t e r i a l s  coming on t h e  market. Market ing s t r a t e g i e s  w i l l  have t o  be 
developed t o  promote new types of  s o l u t i o n s  and t o  work w i t h  lower income 
groups. This w i l l  r e a u i r e  subs tan t i a l  coo rd i na t i on  w i t h  o rgan iza t ions  and 
associat ions,  p u b l i c i t y  campaigns, and promot ional  devices t o  make low income 
f a m i l i e s  aware o f  t h e  s o l u t i o n s  and demonstrate t h e i r  fea tu res .  The c u r r e n t  
d e l i v e r y  system a l s o  needs t o  be improved so t h a t  u n i t s  which a re  s o l d  can be 
req i s t e red  and occupied more a u i c k l y .  

c )  F i nanc ia l  P l  anning. 

The system w i l l  need t o  improve i t s  present framework t o  
determine i n t e r n a l  and o the r  costs,  and t h e  ~ a r q i n s  necessar? t o  p r o t e c t  t h e  
system t o  b e t t e r  c o n t r o l  i t s  f i n a n c i a l  p o s i t i o n .  That i s ,  i n t e r e s t  r a t e  
p o l i c i e s  should be based upon f i n a n c i a l  ana lys is ,  p lann ing and s t ra teqy .  At 
t h e  same t ime, 
t h e  assoc ia t ions  w i l l  f u r t h e r  s t rengthen t h e i r  a b i l i t y  t o  serve t h e  poor by 
develop i  nq f i nanc i  a1 techn iaues t h a t  permi t an adeauate r e t u r n  on investment 
w h i l e  reaching lower income groups. A  s e t  o f  r egu la t i ons  on t h e  a p p l i c a t i o n  
o f  v a r i a b l e  r a t e s  w i l l  be  formal ized. 

d) M o b i l i z a t i o n  o f  I n t e r n a l  Savings 

Savings, e s p e c i a l l y  passbook accounts, need t o  be a t t r a c t e d  t o  
reduce t h e  cos t s  o f  funds. This w i l l  be accomplished i n  t h ree  ways: 
pene t ra t i on  o f  t h e  savings market, development o f  new 1  ower-cost instruments, 
and promotion o f  t h e  system as one t h a t  prov ides a  much broader range of 
services.  Present ly ,  o n l y  4.5% o f  t h e  r e g u l a r  savings market has been 
captured, bu t  t h e  program has es tab l i shed  15% as a  reasonable t a r q e t  by 1986. 
To increase t h i s  t ype  of savinqs, t h e  system w i l l  d e f i n e  va r ious  markets, and 
promote such a c t i v i t i e s  as s tudent  savings, chr istmas accounts, g i f t  
promotions and o t h e r  techniaues. Some o f  t h e  assoc ia t ions  a l ready a re  
pursu ing s tudent  accounts, one w i t h  considerabl  e  success. Another method 
would be t o  promote increased savings of  those who ma in ta i n  e x i s t i n g  
accounts. This w i l l  r e a u i r e  t h e  assoc ia t ions  t o  work more i n t e n s i v e l y  w i t h  
teachers, 1 abor groups, cooperat ives,  e tc .  



D i v e r s i f i c a t i o n  

Through t h e  regu l  a t i o n  o r  m o d i f i c a t i o n  o f  i t s  governing 1  aw, 
SNAP w i l l  seek t o  expand i t s  gamut of  loan a c t i v i t i e s .  Through 
d i v e r s i f i c a t i o n ,  p o r t f o l i o  s t r uc tu res  w i l l  be made more f l e x i b l e  by 
a l l o c a t i n g  resources f o r  s h o r t e r  te rm investments such as home improvements, 
cons t ruc t i on  f inanc ing ,  l o t  acau is i t i on ,  cons t ruc t i on  ma te r i a l s  loans and 
consumer lend ing  which w i l l  exped i te  t h e  t u rnove r  o f  funds. P o l i c y  gu ide l i nes  
w i l l  be developed by DECAP f o r  a l l  l i n e s  o f  c r e d i t  and corresponding i n t e r e s t  
ra tes,  terms, cond i t i ons  e tc .  The assoc ia t ions  w i l l  promote new types o f  
lending and these e f f o r t s  w i l l  be supported by t h e  t echn i ca l  ass is tance 
inc luded  i n  t h e  program. 

f ) Improved P r o d u c t i v i t y  

P roduc t i v i t y ,  t o  a  l a m e  extent ,  has been r e l a t e d  t o  f i n a n c i a l  
p o l i c i e s .  But opera t iona l  e f f i c i e n c i e s  i n  terms o f  t h e  o rgan iza t ion  o f  each 
associat ion, i.e. s t ruc tu re ,  procedures and u t i l i z a t i o n  of s t a f f ,  can a f f e c t  
cos ts  and income. The program w i l l  address t h e  issues o f  c o l l e c t i o n s  and 
increased p r o d u c t i v i t y  through i t s  t echn i ca l  ass is tance component. The 
o rgan iza t ion  o f  t h e  var ious  assoc ia t ions  w i l l  be reexamined i n  terms o f  t he  
a1 l oca t i on  o f  resources, both s t a f f  and f i nanc ia l .  Are they  p rope r l y  
s t r uc tu red  t o  open up new l i n e s  o f  act ion,  do they have enough s t a f f  t o  
promote savings, what are t he  procedures employed i n  var ious operat ions 
(making loans, promoting pro jects ,  etc.) ,  and why does one assoc ia t ion  d i f f e r  
f rom another? Tra in ing  i n  f i l l i n g  o u t  forms, promoting savings, new s o l u t i o n  
types and new 1  ines  o f  c red i t ,  e tc .  w i  11 be conducted. 

The t o t a l  program resources (HG and coun te rpar t )  w i l l  be d i r e c t e d  a t  
ach iev ing t h e  planned ou tpu ts  and addressing t h e  problems which have been 
i d e n t i f i e d .  

1. HG and Local Resources 

i. Problem: L im i ted  p roduc t ion  f o r  t h e  t a r g e t  group. 

Output: &prox imate ly  16,000 she1 t e r  loans f o r  low-income 
farni l  i e s  

Inpu t :  The HG resources are being d i r e c t e d  t o  f a m i l i e s  
below t h e  median income. Moreover, t h e  program i s designed t o  have a t  l e a s t  
94 m i l  1  i on  i n  i n t e r n a l  resources o f  t he  system d i r e c t e d  toward t he  same t a r g e t  
group. 

ii. Problem: Lack o f  f i n a n c i a l  p o l i c y  which takes i n t o  account 
cos t  o f  resources. 

Output: D e f i n i t i o n  o f  i n t e r e s t  r a t e  p o l i c i e s  and 
regu la t ions .  



Inpu t :  The H G  resources w i l l  be loaned t o  t h e  BCCR which 
i n  t u r n  w i l l  o n l e n d m E C A P  i n  l o c a l  currency. (Because o f  banking 
regula t ions,  t h e  exchange r a t e  used t o  determine t h e  amount o f  colones 
p ro jec ted  i n  t h i s  P ro j ec t  Paper i s  US$l t o  C/.38 which i s  t h e  present 
in terbank ra te .  ) BCCR's r a t e  t o  DECAP i s  est imated a t  15 1/2% which inc ludes 
1/2 percent f o r  BCCR's admin is t ra t ion .  The grace pe r i od  and repayment pe r i od  
o f  t h e  U.S. loan (10 and 25 years  r e s p e c t i v e l y )  w i l l  be he ld  constant  i n  t h e  
BCCR-DECAP re1 a t  ionsh ip .  DECAP w i  1  1  p rov ide  HG resources t o  t h e  system a t  a  
c o s t  o f  18%. 

The a c t i v e  r a t e  o f  i n t e r e s t  used i n  t h e  program's design 
and which i s  r e f l e c t e d  i n  t h e  cash f l o w s  i n  t h e  P ro j ec t  Paper i s  23 I/,?%. 
This  r a t e  o f  i n t e r e s t  takes i n t o  account t h e  r a t e  o f  r e t u r n  on t h e  present 
p o r t f o l i o ,  t h e  c o s t  o f  HG funds, t h e  est imated c o s t  of  i n t e r n a l  resources, and 
est imated increases i n  adm in i s t r a t i ve  c o s t s  expected f r o m  d i v e r s i f i c a t i o n .  
The r a t e  o f  23.5% i s  t h e  minimum needed by t h e  assoc ia t ions  t o  e s t a b l i s h  an 
e a u i l i b r i u m  and t o  s t a r t  t o  accumulate a  su rp lus  f o r  re investment.  The 
p lanning process i n i t i a t e d  d u r i n g  t h e  program's design stage w i l l  con t inue  
throuqh t h e  pe r i od  o f  implementation, supported by shor t  and l o n g - t e n  
t echn i ca l  assistance. 

iii. Problem: Heavy dependency o f  DECAP and t h e  system on h i gh  
c o s t  ex te rna l  loans. 

Output: $12 m i l l i o n  i n  i n t e r n a l  savings generated as a 
coun te rpar t  t o  t h e  m o u r c e s ,  w i t h  40% of  these resources a t  cos t s  
comparable t o  r e g u l a r  savings. 

Inpu t :  An i n i t i a l  advance o f  $4 m i l l i o n  o f  HG resources 
w i  11 be made. A d d i m  disbursements o f  t h e  HG resources w i  11 be made on 
t h e  bas i s  o f  (1  ) evidence t h a t  loans t o  low-income f a m i l i e s  have been 
completed i n  an amount eaual t o  t h e  disbursement reauested, and (2 )  evidence 
t h a t  t h e  system i s  generat ing i n t e r n a l  savings i n  an amount adeauate t o  meet 
t h e  t a r q e t  o f  $12 m i l  l i o n  by t h e  t ime  o f  t h e  l a s t  disbursement. The HG i n p u t  
n o t  o n l y  supports t h e  product ion o f  low c o s t  she l te r ,  b u t  a l so  encourages t h e  
generat ion o f  i n t e r n a l  resources. 

i v .  Problem: Lack o f  p o l i c y  f o r  d i v e r s i f i e d  lend ing.  

Output: Through expansion o f  c r e d i t  services,  t h e  system 
w i l l  a t t r a c t  depos i to rs  i n t e r e s t e d  i n  p a r t i c u l a r  se rv ices  r a t h e r  than a h igher  
i n t e r e s t  y i e l d .  

Inpu t :  As a  c o n d i t i o n  precedent t o  t h e  f i r s t  disbursement 
o f  $4 m i l l i o n ,  DECAP must i s sue  t h e  proper r egu la t i ons  f o r m a l i z i n g  t h e  
d i f f e r e n t  lend ing  a c t i v i t i e s  t h e  assoc ia t ions  can undertake under t h e  present  
qoverning law. The s h e l t e r  t ypo logy  a f f o rdab le  t o  f a m i l i e s  below . the median 
income represents  one new lend ing  area f o r  t h e  system. But o the r  
d i v e r s i f i c a t i o n  e f f o r t s  a r e  c r i t i c a l  t o  t h e  success o f  t h e  savings 
m o b i l i z a t i o n  proqram. 



v. Problem: Some a s s o c i a t i o n s  a re  o p e r a t i n g  below acceptab le  
1  eve1 s. 

Output :  Improved o p e r a t i o n a l  e f f i c i e n c y  th roughou t  t h e  
system. 

I n p u t :  The HG program w i  11 demand maximum e f f i c i e n c y  f r o m  
t h e  system. The a s s o c i a t i o n s  wh ich  genera te  sav ings and produce loans  f o r  t h e  
t a r g e t  p o p u l a t i o n  w i l l  r e c e i v e  t h e  b u l k  o f  t h e  resources.  The t e c h n i c a l  
ass i s tance  i s  designed t o  he lp  t h e  a s s o c i a t i o n s  w i t h  management d i f f i c u l t i e s ,  
b u t  t h e y  w i l l  be rewarded o n l y  when performance proves t h a t  savings and loan  
p r o d u c t i o n  has improved. 

2. Techn ica l  Assistance:  

An es t ima ted  $300,000 i n  DG fund ing w i l l  be p rov ided  t o  fund  a  
long- term a d v i s o r  w i t h  exper ience  i n  sav ings and loans and low- i  ncome 
housing.  The t e c h n i c a l  a s s i s t a n c e  fund w i l l  a l s o  be used t o  f i nance  
s h o r t - t e r m  c o n s u l t a n t s  i n  t h e  f o l l o w i n g  areas wh ich  address problems which 
have been i d e n t i f i e d  and t h e  planned outputs .  S ince  t h e  r e q u i r e d  e x p e r t i s e  i s  
a v a i l a b l e  i n  c e r t a i  n  L a t i  n  Pmerican c o u n t r i e s  undergoi  ng s i m i l  a r  problems a  
source and o r i g i n  wa ive r  i s  hereby requested t o  c o n t r a c t  t h e  t e c h n i c a l  
ass i s tance  o u t s i d e  o f  AID Geographic Code 000. 

a) Low Cost  Housing Cons t ruc t i on :  

To promote t h e  use o f  a1 t e r n a t i v e  c o n s t r u c t i o n  m a t e r i  a l s  
a v a i l a b l e  i n  Cost R ica  wh ich  c o u l d  be used t o  reduce c o n s t r u c t i o n  costs,e.g. 
s u b s t i t u t e s  f o r  conc re te  b locks,  and determine t h e  f e a s i b i l i t y  o f  t h e  
i n t r o d u c t i o n  o f  new m a t e r i a l s .  P a r t i c u l a r  emphasis w i l l  be  made i n  h e l p i n g  
t h e  a s s o c i a t i o n s  work w i t h  a r c h i t e c t s ,  engineers, s u p p l i e r s  and c o n t r a c t o r s  t o  
b e g i n  t o  i n c o r p o r a t e  l ower  c o s t  m a t e r i a l s  i n  t h e  c o n s t r u c t i o n  of  new u n i t s .  

b)  Ho us i ng Po 1  i c y  Deve 1  opment : 

Dur ing t h e  cou rse  o f  t h e  p r o j e c t ' s  imp lementa t ion  and when t h e  
GOCR has d e f i n e d  p o l i c y  r e s p o n s i b i l i t i e s ,  t e c h n i c a l  a s s i s t a n c e  w i l l  be 
p rov ided  t o  suppor t  t h e  d i a l o g u e  on s h e l t e r  p o l i c y .  

Savi ngs Mobi 1  i z a t i o n :  

To develop a  market ing  s t r a t e g y  f o r  t h e  a s s o c i a t i o n s  based upon 
an a n a l y s i s  o f  t h e  c h a r a c t e r i s t i c s  o f  peop le  m a i n t a i n i  ng low-cost  sav ings 
accounts, why such savers use o t h e r  i n s t i t u t i o n s ,  why savers  i n  t h e  system do 
n o t  i nc rease  t h e i r  accounts, how t o  work w i t h  groups and o r g a n i z a t i o n s  (e.g. 
coopera t ives ,  unions, e t c .  ), t h e  promot iona l  dev i ces  t o  a t t r a c t  new savers, 



and an examinat ion o f  how t h e  t hey  can make sav ing more accessible.  Th is  w i l l  
be complemented by a  t r a i n i n g  program f o r  s t a f f  on Promoting savings. Also 
new low-cost savings ins t ruments  w i  11 be analyzed and recommended t o  DECAP. 
This cou ld  r e s u l t  i n  e s t a b l i s h i n g  NOW t y p e  accounts, s i g h t  depost- instruments 
o r  o the r  mechanism which t h e  system has a l ready  begun t o  use. 

d) F i nanc ia l  Planning: 

To s t rengthen DECAP's capac i t y  t o  analyze t h e  impact o f  va r ious  
resources ( t ime  deposi ts,  passbook accounts, ex te rna l  loans) ,  t h e i r  cos t s  o f  
money, and t h e  y i e l d s  on t h e  c u r r e n t  p o r t f o l i o s  o f  DECN and i n d i v i d u a l  
mutuals, t o  i d e n t i f y  t rends i n  t h e  system and t o  fo rmu la te  p o l i c i e s  and 
s t ra teg ies .  

Ana lys is  o f  Regulatory Framework: 

To recommend procedures t o  DECAP f o r  t h e  establ ishment o f  
r egu la t i ons  i n c l u d i n g  t h e  types  o f  analyses reauired; t h e  d r a f t i n g  o f  
r equ la t i ons  t h a t  p rov ide  f l e x i b i l i t y  t o  t h e  mutuals t o  pursue new a c t i v i t i e s ;  
t h e  process o f  review and d ia logue  w i t h  t h e  mutuals t o  r e f i n e  t h e  requ la to r y  
framework and t h e  f l o w  o f  i n f o rma t i on  t o  and w i t h i n  t h e  mutuals, t o  ensure i t s  
systemat ic d isseminat ion.  I n  add i t i on ,  recommendations w i  11 be made on 
openinq new l i n e s  o f  lend ing and how these should be regu la ted  i n  terms o f  
i n t e r e s t  ra tes,  l e n g t h  o f  loan, cond i t i ons  o f  loans, e t c .  

f ) Organizat ion and Management: 

To develop a s e t  o f  recommendations and procedures geared toward 
improving t h e  management and o rqan iza t ion  o f  t h e  mutual s. The ana l ys i s  w i  11 
examine t he  d i v i s i o n  o f  r e s p o n s i b i l i t i e s ,  na tu re  o f  t he  workload, r e g i s t r a t i o n  
and account ing systems, a1 l o c a t i o n  o f  s t a f f  resources, i n t e r n a l  i n f o rma t i on  
systems, and procedures i n  terms o f  c u r r e n t  opera t ions  and t h e  o r i e n t a t i o n  o f  
t h e  program. Recommendations on management p rac t i ces  and o rqan i za t i on  w i  11 be 
made. 

g )  Data Processing: 

To develop a  p l an  f o r  da ta  processing w i t h  s p e c i f i c  a t t e n t i o n  t o  
t h e  mon i to r ing  o f  savings, c o l l e c t i o n s ,  and loan placement, and t o  f i n a n c i a l  
ana lys is .  Th is  s tudy would focus on t h e  a v a i l a b i l i t y  of hardware, t h e  design 
o f  software, t h e  t ypes  o f  i n f o rma t i on  and formats  t o  s t o r e  and analyze 
i n f o rma t i on  and t h e  cos ts  invo lved.  A product  o f  t h i s  e f f o r t  cou ld  be a  model 
c o n t r a c t  t o  o b t a i n  such serv ices  f o r  t h e  mutuals. 



0. Im~lementation Arranaements 

The principle insti tutions and the i r  responsibilities are outlined 
below. 

Central Bank: -contract 1 oan; 
-assume exchange risk; 
-promote reform of system; 
-provide 1 ine of credit. 

-establish financial planning framework and interest  rate  
policies; 

-establ ish regulations for  SNAP; 
-obtain authority fo r  new lending act ivi t ies;  
-channel resources, monitor program implementation; 
-coordinate technical assistance and develop training 
pro grams ; 

-develop and manage new 1 ow-cost savings instruments; 
-resolve problems of specific associations. 

Associations: -finance mortgages and 1 oans; 
-promote new shelter solutions; 
-diversify lending; 
- ca~ tu re  1 ow-cost savings; 
manage organizational and operational reforms; 
-itnorove collections; 
-develop financial planning capabilities. 

Pri vate Contractors: -organize market for  development and sale of low cost 
solutions; 

-construct new solutions; 
-promote 1 ow-cost building materi a1 s; 
-obtain municipal and agency approval s. 

Beneficiaries: 

The beneficiaries of the program will be families whose incomes are 
below the median, C/.6250 as of kcember 1981. A t  least  $24 million will be 
allocated in loans fo r  home improvements and mortqages for  new solutions. An 
estimated 15,969 solutions will be produced. A range of solutions will be 
provided to  permit families whose monthly incomes f a l l  between the 25th and 
50th percentiles to  participate in the program. Program beneficiaries will 
pay u p  t o  30% of their income to  amortize the loan or mortgage and will be 
reauired to make a down payment of 10% fo r  new shelter solutions. Mortgages 
will be amort ized over a 20 year period; for  home improvements, 10 years wi 1 1  
be the norm. 



TECHNICAL FEASIBILITY 

Methodology 

The f 01 1 owing methodology was u t i  1 i zed i n  determin ing t h e  t echn i ca l  
f e a s i b i l i t y  o f  t he  proposed proqram. A rev iew o f  t h e  payment capac i t y  a t  
var ious l e v e l s  below t h e  median income was used t o  determine t h e  maximum 
s o l u t i o n  cos t s  a f f o rdab le  t o  those groups. (See Table 1).  Cost est imates were 
made o f  va r ious  minimum s h e l t e r  s o l u t i o n  types. These s o l u t i o n s  and 
corresponding cos t  est imates a r e  shown i n  (Table  2). The payment capac i t y  o f  
f a m i l i e s  a t  va r ious  l e v e l s  o f  t h e  income d i s t r i b u t i o n  was l i n k e d  t o  a f f o r d a b l e  
s o l u t i o n  t ypes  (Tab1 e 3). F ina l l y ,  program resources were a1 l oca ted  among t he  
d i f f e r e n t  s o l u t i o n  t ypes  as shown i n  Table 4. 

It i s  impor tant  t o  i n d i c a t e  t h a t  u n i t s  cos t s  were based on c u r r e n t  
cons t ruc t i on  standards ( s h e l t e r  and i n f r a s t r u c t u r e ) .  Th is  was necessary i n  
o rder  t o  determine t h e  t e c h n i c a l  f e a s i b i l i t y  o f  t h e  p r o j e c t  under present 
circumstances. However, one focus o f  t echn i ca l  ass is tance w i l l  be t h e  
promotion o f  lower  standards which would reduce cons t ruc t i on  cos t s  and thereby 
increase t h e  a c c e s s i b i l i t y  o f  u n i t s  t o  lower income groups. 

TABLE 111-1 

EST. PAYING CAPACITY OF BENEFICIARIES 

PERCENTILE MONTHLY HH INCOME PAYMENT CAPACITY 

50th C/.6250 1875 (30% o f  income) 
35 th  C/  .4550 1364 (30%) 
25th C/.3568 892 (25%) 

NOTE: Est imates o f  household income were basea on a methodology developed by 
t h e  Nat iona l  Savings and Loan League which i s  now being app l ied  by t h e  Banco 
Cen troamericano de  In tegrac ion  Economica throughout Cen t r a  1 America. DECAP 
and INVU have adopted these f i g u r e s  f o r  va r ious  programs,e.g. BIAPE, CABEI, 
and HG 006. 



TABLE 111-2 

SHELTER SOLUTION TYPES AND EST. TOTAL COSTS 

A. NEW SOLUTION TYPES COST AS OF JUNE '82 

Fu 1  l y  s e r v i c e d  1  ot/90b12 C/. 50,117.00 

Serv iced l o t  and a d d i t i o n a l  loan 
f o r  s h e l l  house and s a n i t a r y  core. The 
w a l l  s  cou l  d  be o f  wood o r  some o t h e r  
t y p e  o f  mate r i  a1 such as p r e f a b r i c a t e d  
panel s  c o n s i s t i n g  o f  cement, n a t u r a l  
f i b e r s ,  and a g r i c u l t u r a l  waste o r  a  
combinat ion o f  wood and o t h e r  m a t e r i a l  s. 

S e r v i  ed l o t  w i t h  s a n i t a r y  co re  5 (3.5M ) and 1 6 . 5 ~ ~  o f  
mu l t  i -purpose space 

HOME IMPROVEMENT LOAN 

Averaqe Lo an Amount*: 

Poss ib le  t y p e s  o f  improvements 
and corresponding c o s t s  are: 

San i ta ry  c o r e  ( 3 . 5 ~ 2 ) ,  
Hook-up f e e s  f o r  o n - s i t e  
sewerage and water  i n s t a l  1  a t i o n  

A d d i t i o n a l  2 0 ~ 2  o f  enclosea 
SP ace 

Repl acemen t o f  4 0 ~ ~  
o f  ga lvan ized o r  asbestos sheet 
r o o f  

Repl acemen t o f  4 0 ~ 2  o f  
conc re te  f l o o r  and foundat ion.  

*Recent exper ience shows t h a t  l oans  average about C /  .50,000 because 
~ e o p l e  d e s i r e  t o  make severa l  improvements s imul taneous ly .  



TABLE 111-3 

So lu t ion  

Percent i  1 e )  

MIOLINT FINANCED (90% o f  c o s t )  AND AFFORDABILITY 

M o u n t  t o  be 
f inanced  by 

s o l u t i o n  typP1/ 

Monthly 
PaymentY 

F u l l y  se rv iced  l o t  
90 sa.m. C/.45,105 C/. 892 

Serviced l o t  
and loan o f  C/.25,000 C/. 68,9 70 C/.1,364 

F u l l y  serv iced 
l o t ,  san i t a r y  core 
and m u l t i  use space C/.90,392 C/. 1,787 

Home Improvement Loan C /  .50,000 C /  .1,085 
(Average) 

1/ Assuming a downpayment o f  lo%, amol~nt t o  be f inanced i s  9G% o f  t o t a l  
costs, i n c l u d i n g  cons t ruc t ion ,  S&L's commission, insurance, and l e g a l  expenses. 

21 New so lu t ions :  20 year  term, i n t e r e s t  r a t e  23.5%; Home Improvement: Term 
10 years, i n t e r e s t  r a t e  23.5% which i s  t h e  r a t e  est imated t o  be needed by t he  
system t o  achieve a p o s i t i v e  n e t  worth and income pos i t i on .  

31 A f  f o r a a b i l i t y :  Assumes up t o  30% o f  f a m i l y  income f o r  housing. However, - 
25% o f  incomes o f  f a m i l i e s  purchasing serv iced  l o t s  i s  planned as a g u i d e l i n e  
t o  a l l o w  a q rea te r  margin t o  t h e  f a m i l y  f o r  purchasing ma te r i a l s  and 
i n i t i a t i n g  cons t ruc t ion .  
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TABLE 111-4 

F u l l y  s e r v i c e d  l o t  
9 m 2  

Serviced l o t  
and loan  o f  
C/.2 5,000 

DISTRIBUTION OF RESOURCES 

S o l u t i o n s  and D i s t r i b u t i o n  S o l u t i o n s  t o  be 
D e s c r i p t i o n  of  Resources Produced 

Serviced l o t  
w i t h  2 0 ~ 2  
u n i t  $ 4.8 

Home Improvement 1  oan 
(average C/.50,000) $ 9.6 

Amount - % No. - 
( i n  m i  11 i o n s )  

20% 

TOTA LS 

8 .  D e s c r i p t i o n  o f  t h e  Proposed S o l u t i o n s  

The s e r v i c e d  l o t  w i l l  be t h e  lowest  c o s t  new s o l u t i o n  p rov ided  
under t h e  proqram. L o t s  w i  11 have i n f r a s t r u c t u r e ,  i .e. p o t a b l e  water, 
sewerage, e l e c t r i c i t y ,  s torm drainage, s t r e e t s  and sidewalks, accord ing t o  
p r e v a i l i n g  des iqn and c o n s t r u c t i o n  standards. F u r t h e r  r e d u c t i o n s  i n  c o s t s  a r e  
expected as a  r e s u l t  o f  e f f o r t s  t o  l ower  c o n s t r u c t i o n  standards. Average l o t  
s i z e  w i l l  be about 90 sauare meters. The t o t a l  s a l e  c o s t  o f  t h i s  s o l u t i o n  has 
been es t ima ted  a t  C/.50,117.00 as o f  J u l y  1982. 

2. Urbanized L o t  P l u s  a  Home Improvement Loan: 

T h i s  s o l u t i o n  c o n s i s t s  o f  t h e  b a s i c  s e r v i c e d  l o t  and a  smal l  l o a n  o f  
about C/.25,000 t o  f i n a n c e  a  f i r s t  phase 1  i v i n g  space. The t o t a l  c o s t  o f  t h i s  
s o l u t i o n  w i l l  be r o u q h l y  C/.76,633. The l o a n  w i l l  be u t i l i z e d  t o  buy 
c o n s t r u c t i o n  m a t e r i a l  s  such as lumber, ga lvan ized  o r  asbestos sheets  f o r  
r o o f i n g ,  cement, g rave l ,  e t c .  



3. Serviced Lot, San i ta ry  Core and Mul t i -Pumose Area o f  16 .5~2  

Th is  s o l u t i o n  w i l l  o f f e r  t h e  same bas ic  f ea tu res  as t h e  former and a  
2042 enclosed space d i v i d e d  i n t o  a  san i t a r y  core o f  3.5 M2 and a  
mul t i -purpose area o f  16.5~2.  I t s  c h a r a c t e r i s t i c s  a re  as f o l l ows :  

a) Concrete f l o o r  and ant i -seismi c  foundat ion which i s  expensive 
because o f  t h e  extens ive use o f  s t r u c t u r a l  s t ee l .  INVU's s t r u c t u r a l  code i s  
very  demanding. The Engineer and A rch i t ec t  Col lege i s  c a r r y i n g  o u t  a  s tudy t o  
e s t a b l i s h  a  more l i b e r a l  and r e a l i s t i c  norm. Th is  study, s t a r t e d  e i g h t  months 
ago, should lead  t o  a  r educ t i on  i n  seismic c o e f f i c i e n t s  which a re  g rea te r  than 
those used i n  t h e  C a l i f o r n i a n  Code. These changes would reduce t h e  use o f  
s t e e l  and conseauently costs .  

b) Cement block w a l l s  w i t h  s t e e l  re inforcement,  a l s o  because o f  
an t i - s iesmic  cons iderat ions.  

c )  Galvanized o r  asbestos ( c u r r e n t l y  1  ess c o s t l y  than ga lvan ized 
sheet ing)  sheet r oo f ,  supported by a  wooden s t r uc tu re .  

d)  Sani tary  core which c o n s i s t s  o f  t o i l e t ,  shower and lava to ry .  

The est imated sa les  p r i c e  f o r  these u n i t s  i s  C/.100,435. This p r i c e  
inc ludes  a l l  p r o j e c t  costs, p l u s  S&L comnissions, l e g a l  expenses and insurance. 

Home I m    rove men t Loan s  

These loans w i l l  be used t o  improve t h e  cond i t i ons  o f  e x i s t i n g  
s t r uc tu res .  D e f i c i t  and d e f i c i e n c y  i n f o rma t i on  on t h e  e x i s t i n g  housing s tock 
i n d i c a t e s  t h e  need f o r  such f inanc ing .  The est imated average loan  amount i s  
C /  .50,000 based upon t h e  recen t  exper ience o f  INVU's home improvement 
proqram. A l oan  t h i s  s i z e  can f i nance  t h e  cons t ruc t i on  o f  t h e  f o l l ow ing :  
s a n i t a r y  f a c i l i t i e s ,  a d d i t i o n a l  bedroom, a  new r o o f  and/or new concrete  f l o o r  
and foundat ion.  Two o r  more d i f f e r e n t  types o f  improvements cou ld  be made 
w i t h  a  C/.50,000 loan. The range o f  loans w i l l  be wide, a l l ow ing  t he  
p a r t i c i p a t i o n  o f  f a m i l i e s  below t h e  25th pe rcen t i l e .  

Discussions w i t h  I N V U  and S&L assoc ia t ions  s t a f f  provided i n f o rma t i on  
on how homeowners tend  t o  use home improvement loans. Roofs seem t o  be a  
p r i n c i p a l  concern o f  home owners. Due t o  Costa R ica 's  leng thy  r a i n y  season, 
people seek t o  improve t h e i r  r o o f i n g  f i r s t .  Since t h i s  work does n o t  r e a u i r e  
spec ia l i zed  labor ,  borrowers can and do per form t h e  work themselves. 
Conseauently, t h e  loan i s  used t o  acaui re  m a t e r i a l s  such as ga lvan ized o r  
asbestos sheets, n a i l  s, wooden beams, e t c .  Add i t i ona l  enclosed space i s  t h e  
second most common improvement. Usua l l y  t h e  a d d i t i o n a l  space i s  r eau i r ed  t o  
accommodate t h e  needs o f  expanding f a m i l i e s .  This k i n d  o f  improvement 
r eau i r es  some spec ia l i zed  1  abor,e.g. b r i ck layers ,  bu t  t h i s  t y p e  o f  expansion 
can be performed by a tradesman a t  l e s s  cost .  



San i ta ry  cores are a  l esse r  p r i o r i t y  as most u n i t s  i n  urban areas 
have such f a c i l i t i e s .  Nevertheless, some homeowners do n o t  have such 
f a c i l i t i e s  even though t h e i r  homes f r o n t  on a  sewer l i n e .  I n  o the r  cases, t h e  
san i t a r y  core  i s  inadeauate o r  i n  need o f  major repa i rs .  Replacement o f  
concrete f l o o r s  and foundat ions i s  another t ype  o f  improvement f o r  which t he re  
i s  s t rong  demand. Assuming t h a t  t h e  c u r r e n t  average s i z e  o f  a  home f o r  a  
moderate income f ami l y  i s  40M2, a  1  oan o f  C/.20,160.00 would be needed f o r  
new f l o o r s .  

Some examples are prov ided o f  combination improvements t h a t  can be c a r r i e d  
ou t  w i t h  a  C/.50,000 loan. 

Sani tary  co re  replacement, 40M2 o f  ga lv inzed  o r  asbestos sheet r oo f  
and rep1 acement o f  40M2 o f  concrete f l o o r  and foundat ion. 

Add i t i ona l  20M2 o f  enclosed space p l u s  a  san i t a r y  core. 
(C/ .53,500.00) 

Add i t iona l  2 0 ~ 2  o f  enclosed space p lus  replacement o f  4 0 ~ 2  o f  
concrete f l o o r  and foundation. (C/.48,800.00) 

Add i t i ona l  20212 o f  enclosed space p l u s  rep1 acement of 40M2 o f  
ga lvanized o r  asbestos sheet roof.  (C/60,160.00) 

Rebl acement o f  4 m 2  o f  ga lvanized o r  asbestos sheet r o o f  p l u s  a  
3 . 5 ~ ~ o f  san i t a r y  core. (C/.33,660.00. ) 

C. Program Development Costs 

The ana l ys i s  o f  t h e  key elements used i n  determining t h e  f e a s i b i l i t y  
of producing t h e  program's typo logy  o f  u n i t s  i s  provided i n  t h i s  sect ion.  

The pr imary c o s t  va r i ab les  associated w i t h  housing development are 
1  and a c a u i s i t i o n  and s i t e  preparat ion, i nf ras t ruc tu re ,  and cons t ruc t i on  
costs .  An ana l ys i s  o f  c o s t  va r i ab les  i n  Costa Rica f o r  t h e  2 0 ~ 2  u n i t  under 
cons idera t ion  shows t h a t  a c a u i s i t i o n  of raw 1  and represents  9%, i n f r a s t r u c t u r e  
4 3 ,  and cons t ruc t i on  about 48% f o r  housing p r o j e c t s  s i m i l a r  t o  those be ing 
contemplated under t h i s  program. For t h e  serv iced  l o t ,  t h e  d i s t r i b u t i o n  i s  
18% f o r  land and 82% f o r  i n f r a s t r u c t u r e .  

1. Land and Urbanizat ion: 

The cos t  o f  land  i s  determined by t h e  combination o f  purchase 
p r i c e  ( i n c l u d i n q  l e g a l  f ees )  and t h e  proposed dens i t y  o f  t h e  p ro jec t .  Densi ty 
becomes a  f a c t o r  i n  desiqning p r o j e c t s  t o  reach t h e  A I D  t a r g e t  popu la t ion  
s ince  raw land  i n  Costa Rica represents  9% o f  t h e  t o t a l  cos t  o f  t h e  co re  u n i t  
and 18% o f  t h e  serv iced  l o t .  



Net p r o j e c t  d e n s i t i e s  a re  r equ la ted  by INVU.  Those regu la t i ons  
c o n t r o l  d e n s i t i e s  v i a  l o t  dimensions and open spaces. They e s t a b l i s h  road 
width, aliqnments, and design c o n f i g u r a t i o n  o f  sidewalks, s t r e e t s  and curbs. 
They regu la te  l o t  coverage and f l o o r  area r a t i o  (FAR), e tc .  This f a i r l y  
d e t a i l e d  s e t  o f  r equ la to r y  con t ro ls ,  when app l i ed  t o  low-income housing under 
t h e  present economic cond i t i ons ,  d e t e r  t h e  product ion of housing f o r  
1  ow-i ncome groups. It appears t h a t  t h e  r egu la to r y  models used f o r  present 
Costa Rican subd iv i s ions  were designed when socio-economic cond i t i ons  were 
more favorab le .  Add i t i ona l  c o n s t r a i n t s  t h a t  can a f f e c t  t n a t  dens i t y  a re  o f t e n  
imposed, however, by o t h e r  e n t i t i e s  such as t h e  munic ipa l  i t i e s .  

INVU has d ra f t ed  f o r  au thor i za t ion ,  a  new s e t  o f  r egu la t i ons  f o r  
subd iv i s ions  t h a t  a re  more compat ib le  w i t h  t h e  pay ing capac i t y  o f  low-income 
f a m i l i e s .  The new regu la t i ons  permi t  t h e  use o f  a  minimum l o t  o f  6 0 ~ 2  w i t h  
a  minimum f ron tage  o f  4  meters f o r  p r o j e c t s  w i t h  sewer i n s t a l l e d ,  and 1 2 0 ~ 2  
w i t h  a  minimum f r on tage  o f  6  meters w i t hou t  sewer. Prev ious ly ,  t h e  minimum 
had been 9 0 ~ 2 .  It w i l l  be poss ib le ,  therefore,  t o  o b t a i n  a  s u b s t a n t i a l  
reduc t ion  i n  development cos ts :  a  30% reduc t ion  f o r  a  se rv iced  l o t  and a  25% 
reduc t ion  on a  se rv iced  l o t  w i t h  san i t a r y  core, when t h e  amended regu la t i ons  
a re  p u t  i n t o  ef fect .  

INVU's o f f  i c e  o f  P r o j e c t  Coord inat ion i s  respons ib le  f o r  
determin inq l and  a v a i l a b i l i t y  around San Jose'. For t h e  c u r r e n t  HG Program, 
land  cos t  has been about Cl.50-100 p e r  sauare meter, dependina on loca t ion ,  
so i  1  and topographic  cond i t i ons .  Also, t h e  savings and loan assoc ia t ions  have 
made con tac t  w i t h  developers, who have found these f i g u r e s  t o  be accurate. 
INVU has made an a e r i a l  photogrammetic s tudy o f  t h e  San Jos6 region. O f  t he  
584 hectares o f  developable 1  and, 124 hectares are c u r r e n t l y  f o r  sale.  I n  
t h e  p e r i  pheral  provinces, land  i s  r e a d i l y  ava i l ab l e .  Costs t he re  a re  
subs tan t i a i  l y  lower, approximately Cl.40-60 pe r  sauare meter. 

2. I n f r a s t r u c t u r e  Costs: 

The t echn i ca l  ana l ys i s  i n d i c a t e s  t h a t  t he  average c o s t  o f  
i n f r a s t r u c t u r e  i s  Cl.500 p e r  sauare meter o f  n e t  d isposable  l and  f o r  l o t s .  
That c o s t  i nc ludes  a  pr imary sewerage t reatment  p l an t ,  storm and san i t a r y  
sewer c o l l e c t o r  1  ines, water  d i s t r i b u t i o n  system, e l e c t r i c i t y ,  pedes t r ian  and 
veh i cu l a r  pavements, open spaces and r e c r e a t i o n a l  areas. 

There i s  a  general  consensus t h a t  i n f r a s t r u c t u r e  standards i n  Costa 
R i  ca are more demanding than i n  most Cen t ra l  American coun t r ies ;  t h e  cos ts  
pose a  problem which i s  e s p e c i a l l y  acute f o r  low-cost housing. For  example, 
t h e  minimum'pipe s i z e  es tab l i shed  by t h e  Water and Sewerage A u t h o r i t y  (A y  A) 
f o r  t h e  po tab le  water  network i s  4  inches when sma l le r  p ipes  cou ld  be 
u t i l i z e d .  The system i s  designed f o r  a  capac i t y  of 100 ga l l ons  p e r  person per  
day w h i l e  i n  Panama's low income areas, where water  consumption should be 
g rea te r  because o f  c l i m a t i c  condi t ions,  t h e  c r i  t e r i  a  i s  60 ga l l ons  pe r  day. 
Costa R ica 's  desiqn c r i t e r i a  may have been r a i s e d  t o  compensate f o r  
i n e f f i c i e n c i e s  i n  t h e  system (e.g. water i s  l o s t  due t o  t h e  age and c o n d i t i o n  
o f  t h e  pr imary network), b u t  t h e  c r i t e r i a  a re  unduly  high. 



The agency which regu la tes  e l e c t r i c i t y  (ICE) has es tab l i shed  a  
consumption c r i  t e r i  a  o f  1.5 k i l o w a t t s  f o r  a  low-cost housing u n i t .  However, 
accord ing t o  da ta  obta ined from a  recen t  s tudy o f  low c o s t  housing, t h e  ac tua l  
consumption i s  o n l y  0.75 kw. Thus, t h e  ICE c r i t e r i a  demand g rea te r  
t ransformers and cab le  gauges than reau i r ed  t o  s e r v i c e  low income consumers. 
Furthermore, t h e  r egu la t i ons  e s t a b l i s h  a  he igh t  f o r  u t i l i t y  po les  (norma l l y  
made o f  precast  concre te )  t h a t  exceeds adeauate s a f e t y  standards. Add i t i ona l  
cos t s  are assoc ia ted w i t h  t h e  excessive he igh t  o f  t h e  po les and t h e  r e s u l t i n g  
a d d i t i o n a l  l e n g t h  o f  cable.  These few examples a r e  i l l u s t r a t i v e  o f  areas 
where e x i s t i n g  r equ la t i ons  cou ld  be modi f ied.  These standards are i n  va r ious  
stages o f  rev iew by t h e  agencies charged w i t h  t h e  a u t h o r i t y  t o  s e t  design 
standard s. 

3. Cons t ruc t ion  Cost: 

The typo loqy  presented i n  t h i s  P r o j e c t  Paper was based on t h e  most 
common cons t ruc t i on  techniaues, t h a t  i s ,  concre te  b lock  wa l l s ,  concre te  s l a b  
a t  qrade, cor rugated z inc  r o o f  on wood trusses, and standard plumbing f i x t u r e s  
and e l e c t r i c a l  i n s t a l l a t i o n s .  The core  u n i t  i s  designed t o  pe rm i t  expansion 
i n t o  a  l a r g e r  u n i t  throuqh p roqress ive  stages. 

Two types o f  cons t ruc t i on  techniaues a re  commonly used i n  Costa Rica 
f o r  low c o s t  housing un i t s .  The o n l y  fundamental d i f f e r e n c e  between t h e  two 
i s  i n  t h e  c h a r a c t e r i s t i c s  o f  t h e  e x t e r i o r  wa l l s .  The f i r s t  t y p e  employs 
complete masonry w a l l s  made o f  concre te  b locks  which are rough ly  4"x8"x8" o r  
4"x8"x16". Most o f  t h e  t ime, those b locks  r ece i ve  a  cement parg ing  and 
pa in t .  The second t ype  c o n s i s t s  o f  t h e  cons t ruc t i on  o f  a  masonry w a l l  up t o  3 
f e e t  ( a  zoca lo )  topped by wood s i d i n a  up t o  t h e  r o o f  s t r uc tu re .  

The most common housing i n  some o f  San Jose's low income areas uses 
wood s i d i n g  and/or co r ruqa ted  z i n c  panels. The wood t russes  used a re  s i m i l a r  
t o  those employed by formal  s e c t o r  b u i l d e r s  and t h e  r o o f i n g  i s  o f  cor ruqated 
z i nc  o r  asbestos panels. Although wood s i d i n g  i s  used, concre te  b l ocks  are 
p r e f e r r e d  by b u i l d e r s  because o f  t h e i r  a v a i l a b i l i t y  throughout t h e  count ry .  
Due t o  se ismic  cond i t i ons ,  foundat ions l a i d  by p ro fess iona l  b u i l d e r s  a re  made 
w i t h  r e i n f o r c e d  concrete, and masonry w a l l  s  are a l s o  r e i n f o r c e d  and crowned by 
a  concre te  l i n t e l  beam. Foundation t renches a re  excavated by hand and t h e  
concre te  i s  poured i n  s i t u  w i t h  no forms. The f l o o r  i s  a  concrete  s l a b  on 
grade which i n  some cases i s  f i n i s h e d  w i t h  co l o red  cement. The most comnon 
r o o f  s t r u c t u r e  i s  a  wood t r u s s  system rud imenta r i  l y  prepared and designed t o  
c a r r y  f iber-cement o r  co r ruga ted  z i n c  panel s. S o f f i t s  and c e i l i n g s  (when 
inc luded)  a re  of  pressed wood panels  and a re  pa in ted.  Fenes t ra t ion  i s  o f  wood 
and q lass  ( imported).  The most t y p i c a l  f e n e s t r a t i o n  u n i t  i s an awning t y p e  
window p i v o t e d  a t  center.  



Construction costs in the provinces tend t o  be greater since most 
building materials must be transported from the San &st2 Metropol itan Area t o  
the construction s i tes .  This offsets the savings obtained due t o  lower 1 and 
costs. However, there appears t o  be greater f lex ib i l i ty  and acceptability in 
the use of lower cost building materials t o  enclose the unit outside the San 
Jose' Metropolitan Area. Since incomes tend t o  be lower in the provinces, 
lover cost solutions in those areas should be promoted more vigorously. 

Some savings in construction can be obtained i f  construction 
practices were brought into l ine with the paying capacities of families with 
incomes below the median. For example, roughly 3% of  the final costs could be 
cut by reducing the amount of reinforcing steel in the foundations and walls 
of the units t o  be built  under th is  program. Alternative wall materials l ike 
clay blocks rather than cement blocks would contribute t o  aaditional cost 
savinqs. There has been resistance from cement block producers t o  the use of 
soil  cement. I t  i s  about 50% less expensive t h a n  the cement blocks they 
produce. However, sales of cement block have declined substantially, partly 
due t o  the fac t  that costs of those blocks are rising rapidly, beyond the 
paying capacity of most Costa Rican fami l ies .  

A t  present, a system i s  under investiqation which ut i l izes  a new type 
of material fo r  walls which could greatly reduce construction costs. Called 
Panelacs, i t  consists of panels made from a mixture of cement, carton, paper 
fibers,  rice hulls, and a very low percentage of asbestos. The panels can be 
tailored t o  most standard housing dimensions. This modular  system could 
result in a reduction of as much as 25% inn construction costs fo r  a core 
unit. I t  i s  being subjected to  a variety t e s t s  fo r  wind and  earthauake 
resistance with very satisfactory results. During the implementation of the 
proposed program, technical assistance will be proviaed t o  assist  in the 
introduction of cost savinqs in construction techniaues referenced in this  
section. 

4. Inf 1 ation: 

Inflation has severely impacted the construction material price 
index, though i t  i s  not c lear  how much the construction industry i t s e l f  has 
contributed t o  current inflation rates. According to  the Central Bank, the 
annual growth  ra te  of the consumer price index was 18.5% in 1979 (base year - 
1978). That rate rose t o  21.01% during 1980, a n d  i t  was estimated to  be 
102.69% for  1981. 

Information for  1982 indicates that  the rate of inflation in the 
construction sector has been rising a t  a b o u t  5% per m o n t h  since the beginning 
of 1982. The fac t  that the construction sector i s  operatinq a t  35% of 
capacity will have a n  impact on future inflation i n  the sector. Recent 
evidence indicates that price increases are slowing. For example, competition 
among builders has been so intense that the bids fo r  the s i t e s  and  service 
projects financed under the HG-006 program were below the estimates made by 
I N V U  s ta f f .  



Cement comprises 38% of t h e  b u i l d i n g  m a t e r i a l s  used i n  t h e  
cons t ruc t i on  o f  low-cost housing. Cement manufacture has a  hiqh-energy 
consumption ra te ,  w i t h  energy represen t ing  35% o f  t h e  t o t a l  product ion costs.  
Changes i n  o i l  pr ices, which have r e c e n t l y  increased, w i l l  t end  t o  push up 
costs .  Cement i s  expected t o  be abundant due t o  t h e  lack  o f  cons t ruc t i on  
a c t i v i t y .  However, t h i s  underscores t h e  need t o  seek new m a t e r i a l s  i n  
cons t r u c t i  nq she1 1  houses. 

D. Const ruct ion Sector Employment 

The c r e a t i o n  o f  jobs  i n  l i g h t  o f  t h e  ser ious  economic cond i t ions  o f  
t h e  coun t ry  i s  a  h i g h  GOCR p r i o r i t y .  The cons t ruc t i on  i n d u s t r y  has su f f e red  
t h e  most dramatic economic setback of  a l l  sectors.  While i t  represented 6.4% 
o f  t h e  GNP i n  1979, t he  Banco Central  est imates t h a t  f o r  1982, i t  w i l l  
represent  o n l y  2.3% o f  GW. Unemployment indexes f o r  t h e  cons t ruc t i on  
i ndus t r y  a re  g rea te r  than those f o r  t h e  coun t ry  as a  whole. I n  1981, f o r  
instance, t h e  unemployment r a t e  f o r  t h e  i ndus t r y  was a l ready 14.0%. The HG 
Program w i l l  r e s u l t  i n  modest improvements i n  t h e  performance o f  t he  
cons t ruc t i on  sec to r  over t h e  nex t  f o u r  t o  f i v e  years. 

E. Environmental Considerations 

The I E E  nega t i ve  t h resho ld  dec is ion  has been reached through t h e  
examination o f  t he  d i f f e r e n t  elements o f  t h e  program. However, i t  should be 
s t ressed t h a t  t h e  housing p r o j e c t  d e l i v e r y  system now i n  p lace  i n  Costa Rica 
( i n c l u d i n g  t h e  savings and loan system), app l ies  environmental measures such 
as prevent ion of s o i l  erosion, maintenance of t h e  water tab le ,  e tc .  (See 
Annex V I I )  

I V. SOCIAL SOUNDNESS ANALYSIS 

A. Target Populat ion 

Whi l e  wages have increased a t  a  r a p i d  r a t e  over t h e  past  few years, 
t h e  economic we1 1-being of t h e  popu la t ion  has s t e a d i l y  eroded. Because o f  
r e d i s t r i b u t i o n a l  p o l i c i e s  o f  t h e  government, however, t h e  r e a l  income o f  t h e  
t a r g e t  popu la t ion  i s  be ing  eroded a t  a  s lower r a t e  than t h a t  o f  h i ghe r  income 
groups whose r e a l  incomes a re  being sub tan t i a l  l y  reduced. 

The most recen t  median income f i q u r e  (C/.6,250) was es tab l i shed  i n  
December, 1981. While t h i s  f iqure  w i l l  be used throuqh 1982, i t  w i l l  need t o  
be ad justed annual ly  u n t i l  new census da ta  becomes ava i lab le ,  perhaps i n  
1984. Because o f  t h e  lack o f  r e l i a b l e  da ta  on household income f o r  a l l  o f  t he  
coun t r i es  i n  Central  Pmerica, a  methodology based on n a t i o n a l  accounts was 
developed by t h e  Nat ional  Savings and Loan League f o r  AID/ROCAP, which was 
appl i e d  by t he  Banco Cen troamericano de In tegrac ion  Economica (CABEI) , 
es tab l i sh ing  median household incomes f o r  va r ious  countr ies,  i nc l ud ing  Costa 
Rica. The c a l c u l a t i o n s  f o r  Costa Rica are as fo l lows :  



Percent i  1  e  Mon t h l  y  HH Income Payment Capacity (2 5%-30% ) 

As was noted i n  t h e  t echn i ca l  sec t i on  on t h e  typology, t h e  serv iced  
l o t  ( w i t h  est imated monthly payments of about C/.900) i s  w i t h i n  t h e  reach o f  
t h e  25th pe rcen t i l e ,  a1 though a d d i t i o n a l  funds f o r  cons t ruc t i on  cou ld  n o t  be 
made avai  1  ab le  immediately. An appropr i  a te  t a r g e t  popu la t ion  f o r  these l o t s  
w i l l  be saua t te r  f a m i l i e s  who have an e x i s t i n g  s t ruc tu re ,  however crude, which 
can be re l oca ted  t o  t he  s i t e .  Over time, permanent cons t ruc t ions  would be 
made. 

The core u n i t  of 2m2, w i t h  est imated payments o f  C/.1,790 i s  
a f f o rdab le  a t  a  l e v e l  s l i g h t l y  below t h e  50 th  pe rcen t i l e ,  and t h e  in te rmed ia te  
u n i t  ( l o t  w i t h  loan f o r  ma te r i a l s )  w i l l  reach f a m i l i e s  between t h e  35th and 
40th pe rcen t i l es .  b e  t a r g e t  popu la t ion  f o r  these u n i t s  would be ren te r s  who 
do n o t  have m a t e r i a l s  o f  any k i n d  a t  hand, and who would reau i re  a  minimal 
s t r u c t u r e  a t  t h e  ou tse t  of t he  progress ive development process. Renters 
represent  about 30% o f  t he  middle and 1  ow income f a m i l i e s  i n  many urban 
centers.  While survey da ta  i s  1  imi ted,  p re l im ina ry  f i g u r e s  f o r  t h e  
Met ropo l i tan  Area o f  San Jose i n d i c a t e  t h a t  f o r  t h e  t a r g e t  group ( w i t h  incomes 
over  C/.3,500 and under C/.7,000), about h a l f  use a t  l e a s t  25% of t h e i r  
monthly incomes f o r  r en t ;  w h i l e  t h e  lowest income groups tend t o  pay 
p ropo r t i ona te l y  h i ghe r  amounts, about 15% of t h e  fami l  i e s  i n  t h e  i nd i ca ted  
income range dedicate 30-40% o f  t h e i r  incomes t o  ren t .  The da ta  seem t o  
i n d i c a t e  t h a t  hard economic t imes a re  changing t he  p ropor t ion  of  income a  
f a m i l y  must budget f o r  housing. A1 so, f a m i l i e s  u s u a l l y  a re  more w i l l  i n g  t o  
s a c r i f i c e  f o r  ownership r i g h t s  than i n  a  r e n t a l  s i t u a t i o n .  Based on these 
considerat ions, a  more f l e x i b l e  formula may be used i n  determin ing capac i ty  t o  
Day, o f  up t o  30% of household incomes f o r  f am i l i es  purchasing t h e  bas ic  core  
un i t s .  Fami 1  i e s  purchasing serv iced l o t s  should spend a  p ropor t  i on  c l ose r  t o  
25% o f  t h e i r  income i n  o rder  t o  have a  margin f o r  savings and f u t u r e  
const ruct ions.  

The 1  as t  component o f  t h e  p ro jec t ,  home improvement loans, i s  
desiqned f o r  home owners. Because o f  t h e  v a r i a b l e  loan amounts, i t  can reach 
a  wide range o f  income groups. A number of housing o f f i c i a l s  i n  Costa Rica 
be l i eve  t h a t  t h i s  component w i l l  have a very  h i gh  l e v e l  of demand. See 
Sub-section 8.3. f o r  a  d iscuss ion o f  on-going programs of t h i s  k ind. 

B. The Demand f o r  Low-Cost h i t s  

As i nd i ca ted  prev ious ly ,  Costa Rica has v i r t u a l  l y  no experience w i t h  
t he  progress ive development s t ra tegy  , except through t h e  in formal  housing 
sector. The u n i t s  p rev ious l y  const ructed f o r  1  ow-i ncome f ami 1  i e s  a1 1  have 
been complete houses, w i t h  a  gradual reduc t ion  i n  const ructed area and l e v e l  
o f  f i n i s h i n g .  The core u n i t ,  therefore,  i s  an experiment i n  t h e  con tex t  o f  
Costa Rica, much as i t  was a  few years ago i n  o t h e r  countr ies.  



Since progress ive development models have n o t  p rev i ous l y  been b u i  1 t 
i n  Costa Rica, concre te  demand da ta  a r e  n o t  a ~ a i l a b 1 e ~ e . g .  number o f  co re  
u n i t s  sold,  number o f  e l i g i b l e  app l i can t s  f o r  l o t s ,  e tc .  To es t imate  demand, 
a number o f  secondary sources must be used. Various l end ing  and savings 
programs were reviewed. Also, a s tudy was commissioned t o  measure i n t e r e s t  i n  
t h e  t ypes  o f  s o l u t i o n s  proposed under t h i s  program. The in fo rmat ion  f rom 
these var ious  sources i s  presented i n  t h e  f o l l o w i n g  sub-sections. 

1. The Demand Study 

Since t h e  new HG Program w i l l  i n t r oduce  an e n t i r e l y  new 
typology, a s tudy was proposed t o  assess t h e  i n t e r e s t  o f  low-income f a m i l i e s  
i n  t h e  types o f  u n i t s  designed f o r  HG 007. A nat ion-wide sample survey was 
c a r r i e d  o u t  i n  July, 1982, based on t h e  sample used by t h e  D i recc ion  General 
de E s t a d i s t i c a  y Censos f o r  i t s  ser ies ,  "Encuesta Nacional de Hogares". 

The survey was l i m i t e d  t o  urban f a m i l i e s ,  w i t h  incomes below t he  
median, and t h e  s a m ~ l e  was f u r t h e r  reduced because o f  resource l i m i t a t i o n s .  A 
t o t a l  o f  1,315 f a m i l i e s  were surveyed; t h e  d i s t r i b u t i o n  o f  t h e  sample r e f l e c t s  
t h e  d i s t r i b u t i o n  o f  urban households nation-wide,i.e. about 80% o f  t h e  
surveyed f a m i l i e s  l i v e  i n  t h e  Cent ra l  Valley, and 20% i n  o u t l y i n g  provinces. 
The s tudy  does n o t  pretend t o  ~ r o v i d e  s t a t i s t i c a l l y  s i g n i f i c a n t  r e s u l t s  on 
demand. Rather i t  should be considered as an i n i t i a l  sounding o f  t h e  
r e c e p t i v i t y  o f  f a m i l i e s  t o  t h e  progress ive development s t ra tegy .  

The survey team gathered bas i c  da ta  on housing cond i t i ons ,  
tenure, and income. I n  t h e  case o f  non-owners, i n t e r v i ewe rs  Presented two o f  
t h e  housing a l t e r n a t i v e s  planned f o r  HG 007: t h e  co re  u n i t  and t h e  serv iced  
l o t .  (The middle-cost a l t e r n a t i v e  o f  a se rv iced  l o t  p l u s  loan had n o t  been 
formulated a t  t h e  t ime  t h e  aues t ionna i re  was desiqned.) Because o f  t h e  l ack  
o f  core u n i t  models i n  t h e  count ry ,  a v i sua l  a i d  was used t o  exp la i n  t h a t  
s o l u t i o n  type. Proper ty  owners were ouest ioned regard ing  i n t e r e s t  i n  t h e  home 
i mprovement 1 oans program. 

I n  o rde r  t o  have i n f o rma t i on  f o r  t h i s  P r o j e c t  Paper, a 
p re l im ina ry  r e p o r t  was Prepared on se lec ted  var iab les .  The f i n a l  r e p o r t  o f  
t h e  s tudy w i l l  be a v a i l a b l e  i n  August, 1982. The ana l ys i s  o f  t h e  key 
va r i ab l es  i s  prov ided below. It should be noted t h a t  t o t a l s  d i f f e r  s l i g h t l y  
s i nce  a l l  f a m i l i e s  d i d  n o t  p rov i de  i n f o rma t i on  f o r  every va r iab le .  

a) Income, Tenure, and D i spos i t i on  t o  Pay 

Although t h e  sample was se lec ted  f r o m  households w i t h  
incomes a t  o r  below C/.6,250 p e r  month, about 13% of  t h e  f a m i l i e s  i n d i c a t e d  
incomes above t h a t  leve l .  Th is  may be due t o  problems w i t h  t h e  o r i g i n a l  
sample, t o  increases i n  wages s i nce  t h e  o r i g i n a l  sample was drawn (Nov. 1981), 
o r  both. 



D i s t r i b u t i o n  o f  Income o f  S a m ~ l e  Famil i e s  
HH Income No. %a1 Cases % i l e  

l e s s  than C/.2200 2 60 25.0% 20 th  
C /  .2200-3499 228 21.9% 2 5 t h  
C/. 3 500-5 299 2 90 2 7.6% 40th 
C /  .5300-6500 12 0 11.6% 5 0 t h  
more than C/.6500 139 13.9% - - 
Total  s 1,03 7 10 0% 

The survey p rov ides  t h e  f o l l o w i n g  breakdown on t h e  t e n l ~ r e  o f  sample 
f a m i l  i es .  

No. - % - 
Renters 48 2 3 9% 
Owners 6 40 52% 
Nei t h e r  r e n t e r s  
n o r  owners 109 - 9% - 

Renters were asked how much t h e y  c u r r e n t l y  pay p e r  month. Also, 
f a m i l i e s  were asked t o  e s t i m a t e  how much they  c o u l d  pay i f  they  were t o  
p a r t i c i p a t e  i n  a new housing p r o j e c t .  Since non-owners tended t o  answer t h e  
l a t t e r  aues t ion  more than owners, t h e  respondents f o r  t h e  two v a r i a b l e s  a r e  
more o r  l e s s  eau iva len t .  

Level  o f  Payment Actua l  Rents Paymen t Capac i t y  

No. % -- 
e s t  . by f ami 1 i e s  

No. % 

l e s s  than  C/.500 143 29.7% 109 20.7% 
C /  .500-999 196 40.7% 197 37.4% 
C/. 1000-1499 82  17.0% 107 20.3% 
C/.1500 o r  more 61 12.6% 114 21.6% 

No. Cases 482 100% 52 7 100% 

The t a b l e  i n d i c a t e s  t h a t  f a m i l i e s  a re  w i l l i n g  t o  pay more f o r  a 
new s o l u t i o n  than they c u r r e n t l y  pay i n  ren t .  About h a l f  o f  t h e  f a m i l i e s  
es t ima te  payments e a u i v a l e n t  t o  those contemplated under HG 006. 



b) I n t e r e s t  i n  Housinq Loans 

The owners who were surveyed were asked whether they  would 
be i n t e r e s t e d  i n  a home improvement loan, w i t h  an approximate payment o f  
C/.1,000 ( a  loan o f  between C/50-60,000). Non-owners were asked about 
i n t e r e s t  i n  e i t h e r  a se rv iced  l o t  w i t h  est imated payments o f  about C/.700 pe r  
month o r  a core u n i t  w i t h  payments c l o s e  t o  C/.1,500. These amounts a re  
s l i q h t l y  lower  than t he  est imates provided i n  t h e  t echn i ca l  sec t i on  s ince  they 
were c a l c u l a t e d  a t  21% i n t e r e s t ,  i ns tead  of 23.5%. The d i f ferences,  however, 
a re  n o t  considered l a r g e  enouqh t o  have a f f e c t e d  t h e  r e s u l t s  t o  any l a r q e  
deqree. 

Level  o f  I n t e r e s t  o f  Owners i n  Home Improvement Loans 

No. - % - 
Very I n te res ted  

I n te res ted  

W i l l  t h i n k  about i t  140 21.9% 

I n d i f f e r e n t  

Not I n t e res ted  

No. Cases 64 0 100% 

A s o l i d  40% o f  t h e  respondents expressed i n t e r e s t  i n  home improvement 
loans. The category  " w i l l  t h i n k  about i t "  should a l so  be considered as demand 
~ o t e n t i a l  s i nce  a number o f  these f a m i l i e s  cou ld  become i n t e r e s t e d  i n  home 
improvement loans a t  a l a t e r  t ime. 

For t h e  f a m i l i e s  who expressed 1 ack of i n t e r e s t ,  30% were n o t  i n  t h e  
market f o r  a loan because they were n o t  ~ l a n n i n g  any improvements on t h e i r  
homes i n  t h e  near  future.  Another 31% f e l t  t h e  payments were t o o  high, and 
t he  r e s t  o f  t h e  f a m i l i e s  expressed personal  reasons, o r  d i d  n o t  exp la in .  

Renters and o the r  non-owners were auest ioned about bo th  t h e  se rv iced  l o t  
and t h e  co re  u n i t .  Therefore, t o  some degree t h e  da ta  measures t h e  e l a s t i c i t y  
o f  demand as t h e  monthly payments r i s e  according t o  s o l u t i o n  type. 



Level o f  I n t e r e s t  o f  Non-Owners i n  Serviced Lots  and Core Un i t s  

Lots Core h i t s  
No. % -- No. - % - 

Very I n t e r e s t e d  105 17.8% 5  3  9.1% 
45.5% 22.6% 

In te res ted  164 27.7% 7  9  13.5% 

W i l l  t h i n k  about i t  116 19.6 126 21.7% 

I n d i f f e r e n t  24 4.1% 18 3.1% 
34.9% 55.7% 

Not I n t e res ted  182 30.8% 306 52.6% 

Reasons f o r  Lack o f  I n t e r e s t  

L o t  Core U n i t  

High Cost 24.0% 54.0% 
Proqram Design 29.6% 18.6% 
Other 46.4% 27.4% 

When f a m i l i e s  were asked about co re  u n i t s  as opposed t o  se rv iced  l o t s ,  t h e  
category  " W i l l  t h i n k  about i t "  and "Not I n t e res ted "  increased s i g n i f i c a n t l y .  
Higher cost ,  r a t h e r  than program design, exp la ins  t he  changes i n  l e v e l  o f  
i n t e r e s t ,  which seems t o  i n d i c a t e  t h a t  low-income f a m i l i e s  a r e  open t o  t he  
proqress ive develooment s t r a t e q y  i f  t hey  f e e l  they  can a f f o r d  t h e  un i t s .  Th is  
c o n t r a d i c t s  t he  con ten t ion  t h a t  expec ta t ions  a r e  t o o  h i g h  f o r  t h e  minimum 
s o l u t i o n s  t o  be acceptable. The category " W i l l  t h i n k  about i t "  i s  of 
p a r t i c l l l a r  importance f o r  new p r o j e c t s  s i nce  t h e  demonstrat ion e f f e c t  w i l l  
persuade many f ami 1  i e s  t o  apply. 

Althouqh i n t e r e s t  dropped f o r  t h e  core un i t s ,  t h e  expression o f  e x p l i c i t  
i n t e r e s t  by  23% o f  t h e  f a m i l i e s  i s  s i g n i f i c a n t .  Since c o s t  seems t o  be the  
c r i t i c a l  v a r i  able, i t  i s  poss ib l e  t o  ex t r apo la te  from t h e  responses on l o t s  
and co re  u n i t s  and assume t h a t  about one- th i rd  o f  t h e  f a m i l i e s  would have 
expressed i n t e r e s t  i n  t h e  middle-cost a l t e r n a t i v e  of l o t  and loan. Th is  
assumption i s  supported by t h e  responses of  f a m i l i e s  t o  a  hypo the t i ca l  case i n  
which t he  s o l u t i o n  cos t  was maintained, b u t  monthly payments va r i ed  w i t h  
chan~es  i n  i n t e r e s t  r a t e s  ( l a ,  21%,25%). The r a t e  o f  i n t e r e s t  was n o t  
mentioned, t he re fo re  f ami 1  i e s  reac ted  s o l e l y  t o  t h e  month'ly payments. I n  
synthesis,  t he  f o l l o w i n g  r e l a t i o n s h i p  was demonstrated. 



Paymen t Leve 1 : - 1 2 3  - - 
Level o f  I n t e r e s t  43% 32% 22% 

High Cost as Reason 
f o r  1 ack o f  I n t e r e s t  19% 2% 38% 

c )  The Image o f  t h e  Savings and Loan System 

Survey r e s u l t s  support t h e  observa t ion  t h a t  t he  mutuals have a 
low-prof  i l e  image among lower  income groups. Famil i e s  were asked i f  they had 
ever made con tac t  w i t h  an i n s t i t u t i o n  which f inances  housing. Those who 
answered a f f i r m a t i v e l y  were asked which i n s t i t u t i o n  they had approached. The 
r e s u l t s  were as f o l l ows :  

Contact w i t h  Housing I n s t i t u t i o n  

YES 31.6% (407 cases) 
NO 68.4% (881 cases) 

I n s t i t u t i o n s  Contacted ( i n  a f f i r m a t i v e  cases) 

I NVU 41 % 
Banks 30% (Banco Popular represents  8%) 
IMAS,CCSS,INS, e t c .  2 0% 
Assoc ia t ions 9% 

A1 thouqh SNAP'S 1 ending f o r  low- i  ncome fami 1 i e s  has eaual l e d  o r  surpassed 
t h a t  o f  INVU i n  many years, t h e  t a r g e t  popu la t ion  does n o t  have a h i gh  l e v e l  
o f  awareness o f  t h e  assoc ia t ions.  Th is  i s  one o f  t h e  p r i n c i p a l  areas which 
w i l l  be addressed by t h e  HG 007 program. 

2. INVU's ADDlicant Backlog and HG 006 

INVU stopped a c c e ~ t i n g  a ~ p l i c a t i o n s  through normal channels i n  e a r l y  1981 
s i nce  it, along w i t h  a1 1 p u b l i c  i n s t i t u t i o n s ,  d i d  n o t  have u n i t s  a v a i l a b l e  f o r  
f i nanc ing  . It does, however, accept appl i c a t i o n s  f o r  spec ia l  proqrams, HG-006 
inc luded.  Ou i te  a l a r g e  back log o f  a p p l i c a t i o n s  e x i s t s  f o r  d i f f e r e n t  k i nds  o f  
proqrams which are d e t a i l e d  below. The mutuals do n o t  have a backlog; they  
accept a p p l i c a t i o n s  o n l y  i f  t h e  prospects a r e  good f o r  makinq a loan. INVU, 
therefore,  prov ides a b e t t e r  source o f  i n f o rma t i on  on e x i s t i n g  demand. The 
home improvement program w i  1 1 be  discussed i n  t h e  n e x t  sub-section. 



Status o f  Aopl icat ions/ INVU May,1982 

Housing Un i t s (1 )  
San Jose 

Lirnon 
Puntarenas 

Serviced Lots  (006) 
San Jose 

"U lse rv iced  Lots" (3 )  
Puntarenas 

1,712 "Act ive"  
2,542 " I n a c t i v e "  (Wi t hou t  Savi ngs) 

38 5 
6 20 

5,259 Sub-Total 

1,962 
4,888 
6,850 Sub-Total 

3 57 
747 Sub-Total 

C red i t s  and Spec ia l  P ro j ec t s  ( 4 )  
2,675 Sub-Total 

TOTAL 

( 1 )  While savings are n o t  o f f l c l a l l y  r eou i r ed  under t h e  r e g u l a r  mortgage 
f i n a n c i n g  program, t h e  p r o j e c t s  i nc l ude  a 10% downpayment. Therefore, i f  
app l i can t s  do n o t  have s u f f i c i e n t  savings t o  cover a downpayment, they  a re  
considered " inac t i ve" .  INVU has n o t  had t h e  capac i t y  t o  update i t s  f i l e s  
which means t h a t  many appl icants ,  even those considered "active', have been i n  
t h e  system f o r  years.  A computerized system i s  be ing cons idered f o r  t h e  near  
fu ture.  

( 2 )  The second group i n  t h e  se rv iced  l o t s  category (4,888) has an unce r t a i n  
s t a tus  s ince  i t  has been organized nation-wide, and t h e  f e a s i b i l i t y  o f  se rv inq  
these f a m i l i e s  has n o t  been determined as y e t .  

(3 )  The category  o f  " l hse rv i ced  Lo ts "  i s  a response t o  invas ions  o f  INVU-owned 
1 and. Arrangements have been made w i t h  t h e  f a m i l i e s  f o r  t h e  purchase o f  t he  
land, a1 though no p lans have been made f o r  t h e  i n s t a l  l a t i o n  of 
i n f r a s t r u c t u r e .  These p r o j e c t s  represent  a semi-legal opera t ion  when 
standards and norms a re  considered, and have caused cons iderab le  cont roversy 
f o r  t h e  i n s t i t u t i o n .  

( 4 )  Thi s category inc ludes  r u r a l  c red i t s ,  c r e d i t s  made under t h e  Savings and 
Loan program , and "Proyecto Fenix" which i s  a group o f  f a m i l i e s  who a re  
p l  a i n t i v e s  i n  a l e g a l  a c t i o n  w i t h  a developer. 



3. Home Improvement Loans Proarams 

INVU's Home Improvement Loans Proaram (com~onent  o f  HG 006) i s  
s p e c i f i c a l l y  f o r  f a m i l i e s  w i t h  incomes below C/.6,250. Loans can be made f o r  
amounts between C/.10,000 and C/.60,000, a t  19%, f o r  up t o  t e n  years.  

On May 27, 1982, INVU began a p u b l i c i t y  campaign f o r  t h e  loans program, 
us ing r a d i o  announcements, and 1 eaf 1 e t s  d i  s t r i  buted throuqh schools. I n  a 
month and a h a l f ,  about 450 f a m i l i e s  had r e g i s t e r e d .  (More approached INVU, 
b u t  were tu rned  away because o f  incomes over  t h e  r e a u i r e d  l e v e l  o f  C/.6,250.) 
The m a j o r i t y  o f  these fami l i e s  a p p l i e d  f o r  t h e  maximum amount o f  C /  .60,000. 

INVU's Home Improvement Loan kpp l  i c a t i o n s  
(as  o f  6/27/82) 

Loan Amounts % o f  App l i can ts  

Given t h e  response t o  t h e  proqram, INVU est imates t h a t  i t  can make a t  
1 east  3,000 1 oans per  y e a r  under t h i s  program. 

C. The P a r t i c i p a t i o n  o f  Women 

Whi le no l e q a l  r e s t r i c t i o n s  e x i s t  f o r  t h e  ~ a r t i c i p a t i o n  o f  female 
headed households i n  t h e  housinq proqrams o f  t h e  v a r i o u s  i n s t i t u t i o n s ,  t h i s  
qroup represents  o n l y  a f r a c t i o n  o f  t h e  borrowers w i t h i n  t h e  savinas and loan 
system. W i t h i n  t h e  popu la t ion  as a whole, almost 11% o f  a1 1 households a r e  
headed by women, and t h e  p ropor t  i o n  i s  even h iqher  i n  urban areas ( 1  7.7%). 
While a notewor thy  sub-group, t h e r e  a r e  r e a l  l i m i t a t i o n s  on t h e  ~ a r t i c i p a t i o n  
o f  female heads i n  t h e  HG 007 P r o j e c t .  Lower waaes, and a ~ r e v a l e n c e  o f  
s ins1 e-earner households,  lace t h i s  group s o l  i d l y  below t h e  25th  p e r c e n t i  1 e, 
which prec ludes p a r t i c i ~ a t i o n  f o r  t h e  m a j o r i t y ,  e x c e ~ t  f o r  home improvement 
loans which w i l l  reach lower  income groups. 

V. INSTITUTIONAL ANALYSIS 

A. DECAP 

1 . Background 

On May 12, 1969, t h e  Na t iona l  Savinqs and Loan System was c rea ted  by Law 
No. 4338 which desiqnated t h e  Banco Cred i to  A g r i c o l a  de Cartago ( A g r i c u l t u r a l  
C r e d i t  Bank o f  Cart aqo) as t h e  headauarters f o r  t h e  system which, i n  tu rn ,  
c rea ted  a spec ia l  savinqs and loans department (DECAP) t o  oversee t h i s  
operat ion.  The law s p e c i f i e s  t h a t  t h e  p r i n c i p a l  o b j e c t i v e  of t h e  system i s  t o  



s t i m u l a t e  D u b l i c  savinqs and housing investments,  f o r  f a m i l i e s  w i t h  low and 
m i d d l e - l e v e l  incomes. A c t i v i t i e s  a r e  d i r e c t e d  a t  f i n a n c i n q  new u n i t s ,  and t h e  
im~rovement ,  e x ~ a n s i o n  and conserva t i on  o f  e x i s t i n g  s t r u c t u r e s .  The law 
s ~ e c i f i e s  t h e  r e s p o n s i b i l i t i e s  o f  DECAP toward t h e  system: gua ran tee ing  
s a v i  nqs and mortgaqes, s e t t i n q  rese rve  1  eve1 s, a d m i n i s t e r i  n ~  mortgage 
insurance,  r e g u l  a t i  nq l e n d i  ng a c t i v i t i e s  and o t h e r  ope ra t i ons ,  q e n e r a t i  ng 
resources and e s t a b l i s h i n g  t h e  reau i rements  f o r  membershi D i n  t h e  system. 
DECAP a l s o  has t h e  r e s ~ o n s i b i  1  i t y  o f  ~ r o v i d i n q  t e c h n i c a l  ass is tance.  

Besides t h e  Assoc ia t i ons  themselves, DECAP i s  a u t h o r i z e d  t o  work w i t h  
approved i n s t i t u t i o n s  which i n c l u d e  INVU, c o m e r c i a l  banks w i t h  mortqage 
departments, and o t h e r  l e g a l l y  c o n s t i t u t e d  e n t i t i e s  which channel resources 
toward t h e  f i n a n c i n g  and development o f  hous ing wh ich  meets DECAP1s 
reauirements.  DECAP has Dlayed a  major  r o l e  i n  m o b i l i z i n g  resources f o r  
hous ina by a t t r a c t i n g  e x t e r n a l  resources f rom p r i v a t e  and mu1 t i  1  a t e r a  1  l e n d i n g  
aqencies. It has a l s o  developed a  f i n a n c i a l  ins t rument ,  t h e  mortgage 
p a r t i c i p a t i o n  c e r t i f i c a t e ,  which has proved t o  be an e f f e c t i v e  v e h i c l e  f o r  
a t t r a c t i n a  e x t e r n a l  and i n t e r n a l  investments  i n  housinq.  Most o f  these 
resources have been channeled t o  t h e  a s s o c i a t i o n s  o f  t h e  system. 

DECAP1s A d m i n i s t r a t i v e  S t r u c t u r e  and Performance 

DECAP has a  t o t a l  o f  2 6  s t a f f  members, i n c l u d i n q  t h e  Execu t i ve  D i r e c t o r ,  
f o u r  s e c u r i t y  guards and two qenera l  o f f i c e  workers.  The a c t i v i t i e s  r e l a t e a  
t o  a u d i t i n g  and i n s p e c t i o n  o f  t h e  v a r i o u s  a s s o c i a t i o n s  a r e  c a r r i e d  o u t  by  two 
s t a f f  members o f  t h e  Banco C r e d i t o  A q r i c o l a  d e  Cartaqo. The Bank a l s o  
p rov ides  s u ~ p o r t  s e r v i c e s  i n  l e a a l  mat ters ,  s t a t i s t i c a l  analyses and f i n a n c i a l  
p r o j e c t i o n s .  It charges DECAP f o r  any a i r e c t  c o s t s  incurred,e.g. t r a v e l  and 
p e r  diem, and an annual percentaqe f o r  t hese  s u ~ p o r t  se rv i ces .  

W i th  t h e  c u r r e n t  s t a f f i n g  l e v e l ,  i n c l u d i n g  t h e  i n d i r e c t  suppor t  from t h e  
Bank, DECAP has been a b l e  t o  s a t i s f a c t o r i l y  c a r r y  o u t  i t s  f u n c t i o n s  i n  
p r o v i d i n q  f i n a n c i n g  t o  assoc ia t i ons ,  g e n e r a t i  nq sav inqs a i r e c t l y ,  and 
~ r o v i  d ina  FHA i nsurance. A p ~ r o x i m a t e l y  800 o p e r a t i o n s  a r e  mon i to red  month ly  
f rom t h e  a s s o c i a t i o n s  and approved i n s t i t u t i o n s .  The o n l y  c u r r e n t  p lans  t o  
augment t h e  s t a f f  i n v o l v e  a  proposa l  f o r  a  smal l  d a t a  process ing team which 
may be h i r e d  i n  t h e  near  f u t u r e .  The c o n c l u s i o n  o f  t h e  i n t e r n a l  rev iew  team 
i s  t h a t  t h e  s t a f f i n q   att tern and l e v e l s  o f  DECAP a r e  adeauate f o r  i t s  
p a r t i c i p a t i o n  i n  t h e  HG program. 

Changes be ing  made by DECAP 

Whi l e  much remains t o  be done i n  r e s t r u c t u r i n g  and s t r e n q t h e n i n q  t h e  
savinqs and l o a n  system, DECAP has bequn t o  make i m p o r t a n t  o p e r a t i o n a l  and 
p o l i c y  changes. A  computer system i s  be ing i n s t a l l e d  which can be Used t o  
ana lyze f i n a n c i a l  c o s t s  and i n t e r e s t  r a t e  p o l i c i e s ,  t o  program a c t i v i t i e s ,  and 
t o  measure t h e  achievement o f  program t a r q e t s .  DECAP has r a i s e d  i n t e r e s t  
r a t e s  on mortgages w i t h  v a r i a b l e  r a t e  p r o v i s i o n s ,  e s t a b l  i shed  h i  gher i n t e r e s t  
r a t e s  f o r  new mortgaqe and home improvement l e n d i n g  and reduced t h e  
a m o r t i z a t i o n  schedule by  h a l f .  



The hody o f  r equ la t i ons  aoverninq t h e  system i s  under review. There are 
l i m i t a t i o n s  on t h e  system which would r e a u i r e  t h e  i n t r o d u c t i o n  o f  new 
l e q i s l a t i o n  t o  t he  L e q i s l a t i v e  Assembly t o  have e x i s t i n g  p rov i s i ons  modi f ied.  
To c i t e  a  few o f  these l i m i t a t i o n s :  t h e  assoc ia t ions  can o n l y  prov iae c r e d i t  
on an i n d i v i d u a l  bas is  t o  Dersons who do n o t  own proper ty ,  w i t h  t h e  except ion 
o f  housinq cooperat ives i n  which case m u l t i - u n i t  p r o j e c t s  can be f inanced; 
c r e d i t  can o n l y  be ~ r o v i d e d  t o  a  person who w i l l  be t h e  f i r s t  occupant o f  a  
house,i.e. e x c l u s i v e l y  f o r  new u n i t s ;  t h e  i n t e r e s t  r a t e s  f o r  savings passbooks 
must conform w i t h  those es tab l i shed  by t h e  Cent ra l  Bank f o r  t h e  commercial 
banking system. 

I n  general  t e n s ,  DECAP has used a  conservat ive approach i n  t h e  past  t o  
t he  f i n a n c i a l  manaaement o f  t h e  system. The circumstances i n  which i t  now 
f i nds  i t s e l f  r eau i r e  a  somewhat more aggressive and exper imental  approach. 
The chanaes which a re  be ing made i n  t h e  system r e f l e c t  t h e  need f o r  c r e a t i v e  
Droblem so l v i ng .  

Measures taken and i n  e f f e c t :  

-Var iab le  i n t e r e s t  ra tes ;  
-Graduated payments; 
- E l  im ina t ion  o f  r e s t r i c t i o n s  on home improvement loans 

(p rev ious ly  o n l y  20% o f  monthly loan volume); 
-Reserve systems on home mortqaqes f o r  t h e  
c a n c e l l a t i o n  of i n t e r i m  f i n a n c i n g  of d e v e l o ~ e r s ;  

-Purchase o f  l and  and t h e  advancement o f  funds f o r  
p r o j e c t  development; 

-Second mortqaqes 
- S h o r t - t e n  investments w i t h  h iqh  r e t u r n s  which 
ma in ta in  1  i a u i d i t y .  

Measures under Considerat ion 

-Mort gape re f i nanc ing  ; 
-Trust  accounts. 

Measures which r e a u i r e  l e g a l  chanaes 

-Consumer 1  oans; 
- I n t e r i m  f inanc inq  f o r  cons t ruc t i on ;  
-Financing o f  commercial cons t ruc t ion ;  
-Financing r e n t a l  u n i t s .  

4. Problem Areas t o  be Addressed by t h e  Program 

As has been noted, DECAP has a t t r a c t e d  resources f rom i n t e r n a t i o n a l  
i n s t i t u t i o n s  over  a  lonq  pe r i od  and channeled them t o  t h e  system. The 
cond i t i ons  o f  t h e  lend inq were such t h a t  adm in i s t r a t i ve  cos ts  were added t o  
t he  cos t  of resources which f lowed t o  b e n e f i c i a r i e s  f o r  mortgage and loan 
f inanc ing .  As long as the economic c l i m a t e  was s t a b l e  t h e  system worked 



we1 1. The events  o f  t h e  p a s t  few y e a r s  have t o  a  l a r g e  e x t e n t  exposed 
weaknesses. The system has n o t  been backed up by any f i n a n c i a l  p l a n n i n q  
framework t o  t a k e  i n t o  account f u t u r e  sources and c o s t s  o f  resources, 
oromot ion and exoansion o f  t h e  system, and s t r a t e u i e s  t o  be adopted as 
c o n d i t i o n s  changed. The system was so commit ted t o  f u l f i l l i n g  i t s  mandate o f  
home ownership f o r  lower  income f a m i l i e s  t h a t  i t  f a i l e d  t o  m a i n t a i n  c o n t r o l  o f  
i t s  f i n a n c i a l  base. 

T h i s  e x p l a i n s  r e c e n t  s h i f t s  i n  p o l i c i e s  and p r a c t i c e s  which t o  some e x t e n t  
were extreme r e a c t i o n s  t o  a  d e t e r i o r a t i n g  f i n a n c i a l  c o n d i t i o n .  F o r  example, 
a l thouqh v a r i  a b l e  i n t e r e s t  r a t e s  were e s t a b l  i shed  i n  1979, t h e y  were apDl i e d  
f o r  t h e  f i r s t  t i m e  i n  March, 1981, a t  which t i m e  t h e  r a t e s  o f  a f f e c t e d  
mortqaues were r a i s e d  f rom between 16% and 18% t o  21.7%, some a t  f i x e d  r a t e s  
and some v a r i a b l e .  The f a c t  t h a t  t h e  r a t e s  were i nc reased  so much i n  one s t e p  
produced an u n f a v o r a b l e  p u b l i c  r e a c t i o n  which undoubtedly would have been 
m i t i g a t e d  i f  chanqes had been made i n  s m a l l e r  increments  o v e r  t ime,  w i t h  
advance n o t i c e .  

Recent ly ,  i n  an a t tempt  t o  respond t o  t h e  f i n a n c i a l  c r i s i s  f a c i n g  t h e  
system, i t  was dec ided t h a t  t h e  i n t e r e s t  r a t e s  would be  i nc reased  t o  24% and 
26% r e s p e c t i v e l y  f o r  mortqaqe and home improvement f i n a n c i n q .  The mortqage 
t e r m  i s  f o r  t e n  years ,  h a l f  o f  what i t  was before,  and t h e  improvement l oan  i s  
f o r  a  maximum o f  f i v e  years.  Monthly payments a r e  beyond t h e  c a p a c i t i e s  o f  
most f a m i l i e s  due t o  t h e  combinat ion  o f  h i g h e r  r a t e s  and shortened t e r m  so t h e  
mutua ls  a r e  f o r c e d  t o  p l a c e  resources i n  l e s s  p r o d u c t i v e  investments  and t h e y  
have l o s t  commission income. Those measures were c a r r i e d  o u t  i n  t h e  absence 
o f  medium and long-range qoals, o b j e c t i v e s ,  and p o l i c i e s  t o  m a i n t a i n  t h e  
v i  ab i  1  i t y  o f  t h e  system. 

Another weakness has t o  do w i t h  t h e  l a c k  o f  an o r i e n t a t i o n  beyond 
f i n a n c i n q  housina.  The a s s o c i a t i o n s  v a r y  w i d e l y  i n  te rms o f  what t h e y  a t tempt  
t o  do. They have l o s t  s i q h t  o f  t h e  need t o  promote an image f o r  t h e  system o f  
s e r v i n g  v a r i o u s  needs o f  t h e  Costa Rican s o c i e t y .  

F i n a l l y ,  more v iqorous l e a d e r s h i p  i s  needed t o  manaqe t h e  system. The 
problems o f  some o f  t h e  weakest a s s o c i a t i o n s  r e f l e c t  i n a c t i o n  when problems 
f i r s t  became apparent .  To a  deqree, deve lop inq a  p lann ing  framework f o r  t h e  
system and m o n i t o r i n g  t h e  performance o f  t h e  a s s o c i a t i o n s  w i l l  p e r m i t  a  b a s i s  
f o r  e x e r c i s i n g  such leadersh ip .  

The Savings ana Loan Assoc ia t i ons  

Pas t  Performance and Volume 

Over t h e  y e a r s  t h e  savinqs and l o a n  system has been a  major  c o n t r i b u t o r  t o  
t h e  p r o d ~ c t i o n  o f  new hous ing u n i t s .  Whi le p roduc t i on  has dropped i n  t h e  pas t  
few y e a r s  f o r  a l l  o f  t h e  housinq i n s t i t u t i o n s  i n  Costa Rica, t h e  system i s  
s t i l l  t h e  most impor tan t  ~ r o d u c e r  o f  new u n i t s  when t h e  major  p u b l i c  and 
p r i v a t e  i n s t i t u t i o n s  a re  compared. 



SNPP has been a  p r i n c i p l e  l e n d e r  f o r  low-income f a m i l i e s  i n  Costa Rica. 
F i r s t  i n  t e n s  o f  t o t a l  volume o f  l end ing ,  t h e  a s s o c i a t i o n s  rep resen t  a  
s i q n i f i c a n t  p r o p o r t i o n  o f  a l l  housing investments  f r o m  a l l  sources. I n  1980, 
t h e  l e n d i n g  by mutua ls  (C/.326,540,200) matched t h e  investments  made by - a l l  
t h e  publ  i c  s e c t o r  i n s t i t u t i o n s  combined.2 The publ  i c  s e c t o r  hous ing l o a n s  
i n  1980 rep resen ted  20.8% o f  t o t a l  investments, and t h e  sav ings and loan  
system rep resen ted  20.1% of t h e  volume o f  C/.1,626,324,000. 'The r e s t  o f  t h e  
investments, a lmost  h a l f ,  was made by o t h e r  ~ r i v a t e  s e c t o r  i n s t i t u t i o n s  and 
developers.  

INVU i s  t h e  most i m p o r t a n t  o f  t h e  p u b l i c  s e c t o r  agencies, b u t  i t s  1980 
loans rep resen ted  o n l y  7.4% o f  t o t a l  l end ing .  INVU p rov ides  a  good p o i n t  o f  
r e f e r e n c e  f o r  measuring t h e  p r o d u c t i o n  o f  t h e  SNAP. I n  t e n s  o f  u n i t s  
const ruc ted,  t h e  performance o f  t h e  A s s o c i a t i o n s  i s  even more impress i ve  than 
when measured by volume o f  monies loaned. 

T o t a l  No. o f  Houses Const ruc ted 
1979 - 1981 (es t . )  

1979 - 1980 - 1981 (es t .  ) 

T o t a l  No. U n i t s  17,939 18,149 15,438 

% Share o f  To ta l  

P u b l i c  Sec to r  52.7% 34.1% 37.5% 
(INVU) (13.1%) (10.4%) (12.8%) 

P r i v a t e  Sec to r  47.3% 65.9% 62.5% 
(SNAP) (24.7%) (20.8%) (22.1%) 

Source: Unpubl ished update o f  1980 " B o l e t i n  E s t a d i s t i c o " ,  INVU. The 
P r i v a t e  Sector  i n c l u d e s  deve lopers  as w e l l  as i n s t i t u t i o n s .  

I/ The ~ u b l i c  s e c t o r :  Caja Cos ta r r i cense  d e l  Seguro S o c i a l  (CCSS); - 
Institution Nacional  de Seguros (INS); I n s t i t u t o  Nacional  de  
V iv ienda y Urbanism0 (INVU); I n s t i t u t o  M i x t o  de Ayuda S o c i a l  
(IMAS); and Banco Popular .  To ta l  1980 investments  o f  
C/.338,397,000. 



Whi le  INVU has an e x p l i c i t  mandate t o  p r o v i d e  hous ing  f o r  low-income 
f a m i l i e s ,  t h e  a s s o c i a t i o n s  a r e  n o t  r e q u i r e d  t o  serve  t h a t  p o p u l a t i o n  
e x c l u s i v e l y .  Never the less ,  a s s o c i a t i o n  o f f i c i a l s  express a  s t r o n g  mora l  
committment t o  fami 1  i e s  w i t h  1  i m i t e d  resources,  and t h e i r  l end i r l g  p r a c t i c e s  
bear  o u t  t h i s  committment. Accord ing  t o  e s t i m a t e s  made by t h e  a s s o c i a t i o n ,  
t h e  l a r g e s t  p a r t  o f  t h e  system's p o r t f o l i o  i s  made up o f  loans  t o  f a m i l i e s  
w i t h  " low"  and "midd le- low"  incomes. S ince t h e  d e f i n i t i o n  o f  " low-income" has 
changed so  much over  t h e  p a s t  f ew  years,  and s i n c e  t h e  es t ima tes  o f  t h e  
a s s o c i a t i o n s  a r e  based on c u m u l a t i v e  l e n d i n g  o v e r  t h e  p a s t  decade, t h e  
f o l l o w i n g  f i g u r e s  shou ld  be  viewed w i t h  some c a u t i o n .  It i s  be l i eved ,  
however, t h a t  between 30% and 40% o f  t h e  sys tem 's  l oans  have b e n e f i t t e d  
f a m i l i e s  w i t h  l i m i t e d  resources,  wh ich  matches o r  surpasses INVU1s l end ing .  

Est.  % Loans . ( c u m u l a t i v e )  - made by  A s s o c i a t i o n s  
- .  

b y  Income Categor ies  
Income G r o u ~  % Loans Averaae Loan Amount 

Low 3  4% C/.30,368 
(Less than  C/.1,400 p e r  mo.) 

Middle-Low 4% C/.72,926 
(C/.2,000-3,500 p e r  rno. ) 

M idd le-H i  gh 17% C/.  120,300-127,000 
(C/.6,500-12,000 p e r  mo. ) 

2. The A d m i n i s t r a t i v e  S t r u c t u r e  o f  t h e  A s s o c i a t i o n s  

The o v e r a l l  o r g a n i z a t i o n a l  s t r u c t u r e s  and a d m i n i s t r a t i o n  o f  t h e  v a r i o u s  
a s s o c i a t i o n s  w i l l  need t o  be s t rengthened.  The Mutua l  Guanacaste i s  i n  an 
ex t reme ly  c r i t i c a l  s i t u a t i o n  wh ich  needs t o  be addressed i n  t h e  near  f u t u r e .  
A l though t h e  Mutual  Puntarenas has been a b l e  t o  e s t a b l i s h  an adequate 
a d m i n i s t r a t i v e  c a p a c i t y  over  t h e  p a s t  y e a r  and a  h a l f  w i t h  a s s i s t a n c e  f r o m  a  
team s e n t  by  DECAP, i t  w i l l  need s u b s t a n t i a l  s u p p o r t  d u r i n g  t h e  development o f  
t h e  program. 

C u r r e n t l y  o n l y  Cartago has branch o f f i c e s  - T u r r i a l b a ,  and Limon, and a  
c o l l e c t i o n s  o f f i c e  i n  San Jose. The Mutual  A i a j u e l  a  c l o s e d  i t s  b ranch  o f f i c e  
i n  Quesada l a s t  y e a r  s i n c e  t h e  l e v e l  o f  o p e r a t i o n s  d i d  n o t  j u s t i f y  t h e  
a d m i n i s t r a t i v e  cos ts .  The same may be t r u e  f o r  Cartago s i n c e  a t  t h e  p resen t  
t i m e  these  o u t l y i n g  o p e r a t i o n s  do n o t  pay  t h e i r  way. (The opening o f  agencies 
o r  b ranch o f f i c e s  w i l l  be rev iewed w i t h  t h e  a s s o c i a t i o n s  and DECAP, perhaps 
us ing  as a  base documents designed by  t h e  Mutua l  La V iv ienda:  " C r i t e r i a  f o r  
e s t a b l i s h i n g  agencies" ,  and "Func t i ons  o f  t h e  b ranch  o f f i c e  manager". ) 



I n  qeneral, t he  assoc ia t ions  have been conserva t i ve  w i t h  reqard t o  
expandina s t a f f ,  which has been a  ~ r i m a r y  f a c t o r  i n  k e e ~ i n q  adm in i s t r a t i ve  
cos ts  low. According t o  t h e  f i n a n c i a l  ana l ys i s  o f  t h e  system, a l l  o f  t he  
associat ions,  w i t h  t he  e x c e ~ t i o n  o f  Cartago and Guanacaste, have been ab le  t o  
ma in ta in  adm in i s t r a t i ve  cos ts  a t  a  reasonable l e v e l .  As noted above, 
C a r t a ~ o ' s  h iqher  cos ts  are due t o  i t s  branch o f f i c e s .  

The compact na tu re  o f  t h e  system w i l l  f a c i l i t a t e  any reorqan iza t ion  o r  
adjustments which w i l l  be r eau i r ed  by t h e  HG proqram. It i s  expected, 
however, t h a t  s t a f f i n q  l e v e l s  w i l l  need t o  increase, bo th  because t he re  are 
vacancies t o  be f i l l e d  and because new a c t i v i t i e s  w i l l  be introduced. The 
s t a f f i n g  l e v e l  (as o f  June, 1982) i s  as f o l l ows :  

S t a f f  Pos i t i ons  
Associat ions:  

S t a f f  La Vivienda Heredi a  Cartago A1 a j u e l  a  Punt arenas Guanacaste 
7 Z T i o n  
Manaaer 1  1  1  1  1  
Asst.Manaq. 1 1  1  1  - 
Finance o r  
Manaqem.advi sor- 1  1  - - 
Ext .Audi tor  1  1 1  1  1  
Shor t - t  erm 
Consul tant 2 3  8  6 1  
Appraiser/ 
Consul tant 2 2  2 4 1  
Accountant 1  1  1  1  1 
General* 3  3  2  6 39+* 22 6 

Perm. S t a f f  33 2 9 4 2  2 5 8 9 
Ext . Advisors 6 6 11 12 3  5 

* Inc ludes s t a f f  working i n  accounting, cash ie r  windows, i n  loan 
ana lys i  s, sec re ta r ies ,  general  o f f  i c e  workers, e t c  . 
**Inc ludes 12 s t a f f  members o f  branch o f f  ices.  

The manaqers o f  t he  assoc ia t ions  and many o f  t h e i r  s t a f f  members have 
extens ive experience. A1 though s t a f f  t r a i n i n g  w i  11 be needed i n  new 
opera t iona l  areas, t h e  a u a l i t y  o f  t he  s t a f f  i s  e x c e l l e n t  which would i n d i c a t e  
t h a t  t echn i ca l  ass is tance w i l l  be r e a d i l y  absorbed. With t h e  except ions o f  La 
Vivienda and Cartago which have developed spec ia l  u n i t s  f o r  t echn i ca l  
s u ~ e r v i  s ion  o f  pro jects ,  t he  assoc ia t ions  have n o t  developed i n t e r n a l  
c a ~ a b i l  i t i e s  o f  t h i s  k ind,  r e l y i n g  i ns tead  on shor t - term c o n t r a c t i n g  o f  
~ r o f e s s i o n a l  se rv ices  f o r  s p e c i f i c  ~ r o j e c t s .  Th is  i s  one area where new 
personnel may be needed. 



3. Problems t o  be Addressed 

a) Promot ional  A c t i v i t i e s  

Prev ious ly  i t  was n o t  necessary t o  expend a  g rea t  deal  o f  energy i n  
promot ional  a c t i v i t i e s  e i t h e r  f o r  t h e  borrowers o r  f o r  p r o j e c t  developers 
because demand was always h igh  and because t h e  types of  s o l u t i o n s  o f f e r e d  by 
t h e  assoc ia t ions  f i t  t h e  expectat ions o f  t h e  borrowers. Current c i rcumstances 
d i c t a t e  t h a t  t h e  market be aggress ive ly  souqht, bo th  f o r  savings and lend ing.  
Since t h e  p r o j e c t ' s  s h e l t e r  s o l u t i o n s  a r e  new and p o s s i b l y  l e s s  a t t r a c t i v e  
than prev ious u n i t  types, i t  w i l l  be impor tant  t o  promote t h e  new s o l u t i o n s  
be fo re  and w h i l e  p r o j e c t s  a r e  under cons t ruc t ion .  The assoc ia t i on  w i l l  need 
an e f f i c i c i e n t  l oan  processing procedure t o  i nsu re  t h e  r a p i d  sa les  o f  u n i t s  
when they a re  f i n i shed ,  and t o  reduce f i n a n c i a l  cos t s  a t  t h e  same t ime. 

Act ions must be taken by each assoc ia t ion  i n  i t s  dea l ings  w i t h  p r o j e c t  
developers, horrowers, and p o t e n t i  a1 borrowers, and savers. New techniaues 
must be developed f o r  t h e  d isseminat ion o f  i n f o rma t i on  t o  t h e  general  pub l i c ,  
and t h e  assoc ia t ions  must develop t h e i r  capac i t y  t o  deal  w i t h  community 
organizat ions.  Market s t ud ies  w i l l  be needea t o  determine t h e  expectat ions 
and a t t i t u d e s  o f  t h e  genera l  p u b l i c  t o  t h e  se rv ices  prov ided by t h e  
associat ions,  i n  o rde r  t o  design b e t t e r  s t r a t e g i e s  f o r  se r v i ng  them. S p e c i f i c  
ac t i on  p lans w i l l  be implemented f o r  each aspect o f  t h e  program, w i t h  
s t r a t e q i e s  t o  promote new p r o j e c t s  and mo t i va te  savings,e.g. a d v e r t i s i n g  t he  
d i ve r se  serv ices  o f f e r r e d  by t h e  assoc ia t i on  t o  c l i e n t s  and s t r e s s i n g  o t h e r  
p o s i t i v e  aspects 1  i k e  t h e  FHA insurance. Also, segments o f  t h e  popu la t ion  
must be analyzed t o  t a l l o r  grograms t o  t h e i r  spec i f i c  needs. 

Savings Generation 

The system has n o t  aggress ive ly  attempted t o  increase r e g u l a r  savings, 
except f o r  some i s o l a t e d  programs a t  t h e  l o c a l  l e v e l .  A1 though t h e  o t h e r  
assoc ia t ions  have begun t o  make g rea te r  e f f o r t s  i n  savings, t h e  Mutual Hereaia 
i s  t he  o n l y  assoc ia t ion  which has an excep t iona l  record  i n  opening new 
accounts. It has designed a  program d i r e c t e d  spec i f  ica1l .y a t  e1ementar.y 
school s, w i t h  educat iona l  mate r i  a1 which i s used t o  mo t i va te  savings. 
A1 though o the r  sec to rs  may have g rea te r  p o t e n t i a l  f o r  t h e  generat ion o f  
savings, t h i  s  program prov ides an i n t e r e s t i n g  exampl e  f o r  f u t u r e  promot ional  
campaigns. A1 so, t he  school program has i n d i r e c t  b e n e f i t s  i n  t h a t  i t  r a i s e s  
awareness o f  savings i n  t h e  households o f  t h e  s tudents  and r a i s e s  t h e  image o f  
the  mutual w i t h i n  t h e  comnunity. Various types o f  campaigns a re  poss ib l e  
w i t h i n  d i f f e r e n t  socio-economic s t r a t a  us ing  a  s i m i l a r  approach. 

Most S&Ls i n  Costa R ica  have ignored r e g u l a r  savings as they have o r i e n t e d  
t h e i r  resource m o b i l i z a t i o n  throuqh such ins t ruments  as mortqage 
p a r t i c i p a t i o n s  and t i m e  deposi ts.  A f t e r  t h i r t e e n  years  o n l y  4.5% of t he  f r e e  
savings market has been a f f ec ted  when most o t h e r  L a t i n  Pmerican coun t r i es  w i t h  
t he  m a t u r i t y  o f  Costa R ica 's  system have captured 15% t o  25%. The S&Ls and 
DECAP need t o  design a  f r e e  savings s t r a t e g y  t h a t  can increase market 



~ e n e t r a t i o n .  T h i s  can be ach ieved by t h r e e  approaches: 1 )  t h e  implementa t ion  
o f  a  m a r k e t i n q  p l a n  t h a t  w i l l  a t t r a c t  l ow  c o s t  savinqs;  2 )  t h e  des ign o f  l ower  
c o s t  savings ins t ruments ;  and 3)  t h e  d i v e r s i f i c a t i o n  o f  l e n d i n g  and expansion 
o f  o p e r a t i o n s  t o  promote t h e  system on t h e  b a s i s  o f  s e r v i c e s  i t  o f f e r s .  

The implementa t ion  o f  a  marke t i ng  s t r a t e g y  w i l l  be c a r r i e d  o u t  by t h e  
a s s o c i a t i o n s  and suppor ted by  t h e  t e c h n i c a l  a s s i s t a n c e  pmgram. Such a  p l a n  
w i 11 ana lyze t h e  sav i  ngs market  i n terms of t h e  socio-economic c h a r a c t e r i  s t  i c s  
o f  t h e  p o p u l a t i o n  and those p o t e n t i a l  savers  t h a t  c o u l d  be a t t r a c t e d  t o  p l a c e  
savings i n  t h e  system and how. The a s s o c i a t i o n s  have a l r e a d y  begun t o  work 
w i t h  orqan ized groups such as l a b o r  un ions  teachers  groups, and school 
s tuden ts  t o  promote savings.  One a s s o c i a t i o n  has successful  l y  i n i t i a t e d  a  
school s a v i n ~ s  program. Since 1979 t h e  S&Ls have inc reased  p e n e t r a t i o n  f rom 
3.37% o f  t h e  savings mass t o  i t s  c u r r e n t  4.5% l e v e l  b u t  t h e y  a r e  aware more 
can be done. I n  a d d i t i o n  t o  promot iona l  and p u b l i c i t y  capmpaigns, 
a c c e s s i b i l i t y  needs t o  be improved. T h i s  can b e  ach ieved by a l l o c a t i n g  
s p e c i a l i z e d  s t a f f  t o  work on savings,  open ing l o n g e r  hours, s e t t i n g  up l ow  
c o s t  o ~ e r a t i o n s  on p a r t  t i m e  bases (e.g. one S&L has worked o u t  an agreement 
t o  use space i n  a  l a r g e  supermarket on Saturdays) and deve lop ing  i n c e n t i v e s  
f o r  groups and i n d i v i d u a l s  t o  save w i t h  t h e  system. T h i s  t y p e  of s t r a t e g y  
needs t o  be i n i t i a t e d  on an organ ized b a s i s  by  a1 1  t h e  a s s o c i a t i o n s  t o  pursue 
t h i s  market .  

O r q a n i z a t i o n  and Methods 

There has been a  v a r i e t y  o f  problems r e l a t e d  t o  t h e  i n t e r n a l  f l o w  o f  
i nfo rmat ion .  Loan appl i c a t i o n s  a r e  n o t  p r o p e r l y  completed. Processing o f  
l oans  and mortgaqes takes  an average o f  15 days i n  some a r s o c i a t i o n s ,  i n  
o t h e r s  as l o n g  as two t o  t h r e e  months. C o l l e c t i o n  procedl l res need t o  be 
c o o r d i n a t e d  i n t e r n a l l y  t o  reduce l a t e  payments and r e l a t e d  f i n a n c i a l  cos ts .  
The a l l o c a t i o n  o f  resources, human and f i n a n c i a l ,  must be analyzed i n  terms o f  
t h e  o r i e n t a t i o n  o f  t h e  program t o  promote sav ings and new s h e l t e r  s o l u t i o n s .  
F i n a l l y ,  i n t e r n a l  management c o o r d i n a t i o n  between s t a t e d  p o l i c i e s  and aay t o  
day o ~ e r a t i o n s  needs t o  be ana lyzed and c o n t r o l  p rocedures  developed and 
implemented. 

Another i m p o r t a n t  a rea  i s  t h e  need t o  a t t r a c t  l ower  c o s t  resources by 
deve lop ing  new ins t rumen ts  and reexamine r e g u l a t i o n s  on  c u r r e n t  passbook 
accounts. Fo r  example, r e l a t i v e l y  sma l l  d e p o s i t s  w i t h  amounts o f  $1,000 o r  
more have access t o  t i m e  depos i t s .  Such r e g u l a t i o n s  c o u l t ~  b e  reexamined t o  
r e a u i r e  h i a h e r  minimum depos i ts .  O r  t h e  system can implement new i n s t r u m e n t s  
such as NOW accounts o r  s i q h t  d e p o s i t s  wh ich  c o u l d  r a t e s  e a u i v a l e n t  t o  o r  
h i q h e r  than  passbook accounts b u t  below t h e  more expensive t i m e  depos i t .  
Techn ica l  a s s i s t a n c e  w i l l  b e  p rov ided  t o  address t h i s  i s s u e  i n  t h e  c o n t e x t  o f  
Costa R i c a ' s  c u r r e n t  f i n a n c i a l  s t r u c t u r e  and t h e  p o s s i b i l i t i e s  t h a t  e x i s t .  

F i n a l l y  t h e  dimension o f  a c t i v i t i e s  under taken by  t h e  system i f  broadened 
w i l l  b r i n g  more peop le  th rouqh t h e  doors  o f  t h e  assoc ia t i ons .  Some 
a s s o c i a t i o n s  a r e  makinq arranqements w i t h  u t i l i t y  companies f o r  peop le  t o  pay 



t h e i r  b i l l s .  A b road  range of a c t i v i t i e s  beyond d i v e r i f i e d  l e n d i n g  c o u l d  
b r i n g  more peop le  th rough  S&L doors wh ich  w i l l  enab le  t h e  p romot ion  o f  t h e  
system t h a t  p rov ides  a  v a r i e t y  of s e r v i c e s ,  n o t  j u s t  mortgage f i n a n c i n g .  

C. The D e v e l o ~ e r  

The SNAP has c o l l a b o r a t e d  o v e r  t h e  years  w i t h  app rox ima te l y  f i f t e e n  
p r i v a t e  deve lope rs  who o p e r a t e  i n  Costa Rica. Normal l y ,  t hese  deve lope rs  
i d e n t i f y  i n t e r e s t e d  c l i e n t s  and p resen t  them t o  t h e  a s s o c i a t i o n  f o r  
f i n a n c i n g .  C o n s t r u c t i o n  f i n a n c i n g  i s  o b t a i n e d  ususa l  l y  f r om c o m e r c i a 1  
banks. It i s  t h e  p r i v a t e  deve lope r  who i s  r e s p o n s i b l e  f o r  a l l  aspects  o f  
m a r k e t i  ng and c o n s t r u c t i o n ,  i nc l  u d i  ng t h e  a c q u i s i  t i c n  o f  necessary  p e r m i t s  and 
approvals,  and t h e  S&L system t h e n  f i n a n c e s  t h e  purchase o f  t h e  s o l u t i o n s .  
Conversat ions  w i t h  r e p r e s e n t a t i v e s  o f  a  number o f  t h e  c o r i s t r u c t i o n  f i n n s  
i n d i c a t e d  t h a t  t h e y  c o u l d  and would be w i l l i n g  t o  produce t h e  low c o s t  
s o l u t i o n s  r e q u i r e d  g i v e n  t h e  p rope r  program framework under  w h i c h  t h e y  c o u l d  
be assured o f  t h e  take -ou t  f i n a n c i n g  and suppor t  f r o m  t h e  f i n a n c i a l  
i n s t i t u t i o n s .  F i v e  f i r m s  a l r e a d y  have a c q u i r e d  s i t e s  i n  f i v e  s e p a r a t e  c i t i e s  
i n  t h e  m e t r o p o l i t a n  a r e a  and a r e  des ign ing  p r o j e c t s  t h a t  can be made 
c o n s i s t e n t  w i t h  t h e  s c l u t i o n  g u i d e l i n e s  deve loped f o r  t h i s  program. These 
p r o j e c t s  exceea5 1,000 u n i t s .  Acceptab i  l i t y  on  t h e  p a r t  o f  t h e  b u i l d e r s  does 
n o t  appear t o  be an i ssue .  (See Annex V I  f o r  d e t a i l s  re ' l a ted  t o  c o n s t r u c t i n g  
s o l u t i o n s )  T'ie S&L w h i l e  r e c o g n i z i n g  t h a t  l e n d i n g  t o  t h e  lower  income 
f a m i l i e s  may i;!-esent some a d d i t i o n a l  problems f o r  c r e d i t  a n a l y s i s  and 
q u a l i f i c a t i o n ,  recogn ize  t h e  need t o  under take b o t h  a  p romot iona l  and p r o j e c t  
q u a l i f y i n g  r o l e  and t h e  mor tgage g e n e r a t i o n  f o r  t h e  l o w e r  s tanda rd  u n i t s .  

V I .  FINANCIAL ANALYSIS 

Economic A n a l y s i s  

1. Cu r ren t  Economic S i t u a t i o n  

The r a t e  of econcmic growth  i n  t h e  Costa R ican  economy d e c l i n e d  i n  each 
y e a r  a f t e r  1977, w i t h  GDP dropp ing  about  3% i n  1981, and a  f u r t h e r  d e c l i n e  o f  
about  4% p r o j e r t e d  i n  1982, perhaps bot toming ou t .  The economy i s  s u f f e r i n g  
i t s  w o r s t  c r i s i s  s i n c e  t h e  1930's and recove ry  t h r o u g h  t h e  1980's i s  p o s s i b l e  
o n l y  if economic s t a b i l i z a t i o n  and a u s t e r i t y  p o l i c i e s  a r e  implemented soon. A  
l a r g e  ex te rn21  deb t  must  be s l o w l y  reduced and a  huge in t .e rna1 p u b l i c  s e c t o r  
d e f i c i t  must be t r i m n e d  more q u i c k l y  and d r a s t i c a l l y .  I n f l a t i o n  and 
unemployment were h i g h  i n  1981 and w i  11 be worse i n  1982. The mora to r i um o n  
e x t e r n a l  c r e d i t  f r o m  f o r e i g n  commercial banks and supp l  i e r s  i n  1981 f o r c e d  a  
22% drop i n  i m p o r t s  i n  n o m i ~ a l  te rms t h r o u g h  a  d e v a l u a t i o n  o f  over  200% from 
January t o  December. Expo r t  per formance h e l d  up i n  s p i t e  of s e r i o u s  problems 
i n  t h e  C e n t r a l  Aner ican Common Market  (CACM). The c u r r e r i t  ba lance o f  payments 
improved, p a r t l y  due t o  nonpayment of i n t e r e s t .  The capital account  decreased 
because o f  c a p i t a l  f l i g h t  and t h e  l a c k  of comnerc ia l  l end ing .  The c e n t r a l  
government 's  f i s c a l  s i t u a t i o n  improved i n  1981, b u t  t h e  d e f i c i t s  o f  p u b l i c  
s e c t o r  agencies increased.  As a  r e s u l t ,  a  g r e a t e r  percentage i n c r e a s e  i n  



c r e d i t  f rom t h e  na t i ona l  banking system went t o  t h e  p u b l i c  r a t h e r  than t o  t he  
p r i v a t e  sector .  The Government o f  Costa Rica (GOGR) reached an agreement f o r  
a  three-year Extended Fund Faci  1  i t y  ( $330 m i l  1  i on )  w i t h  t he  I n t e r n a t i o n a l  
Monetary Fund (IMF) i n  June 1981, b u t  d i d  n o t  meet t h e  f i r s t  s e t  o f  economic 
tarqets .  

The economic ou t look  f o r  1982 i s  a  deepening of t h e  aaverse t rends o f  h igh  
i n f l a t i o n ,  unemployment and recession ev ident  i n  1981. The same low l e v e l  o f  
impor ts  i n  r e a l  terms w i l l  p reva i l ,  b u t  there  should be improvement i n  the  
c a p i t a l  account and g rea te r  s t a b i l i t y  i n  t h e  exchange ra te .  The major 
economic problem f o r  1982 i s  t h e  huge Dub l i c  sec to r  d e f i c i t  o f  over  15 b i l l i o n  
colones. Cu t t ing  t h i s  d e f i c i t  i s  t h e  pr imary task  o f  t h e  new government. The 
new economic team i s  imp1 ementing p a i n f u l  b u t  r eau i red  economic a u s t e r i t y  
measures, as a  bas is  f o r  n e g o t i a t i n g  a  one-year standby agreement w i t h  the  
IMF. Such steps a re  a  s ine  aua non f o r  l a y i n g  t h e  bases f o r  gradual economic 
recovery. 

2. GOCR Canacity t o  Pay 

a. Overa l l  S i t u a t i o n  

O f f i c i a l  c a p i t a l  i n f l ow  i n  1981 was $257 m i l l i o n  net,  ma in ly  f rom 
m u l t i l a t e r a l  and b i l a t e r a l  sources. Comnercial bank lend ing  t o  t h e  p u b l i c  
sector,  except f o r  $31 m i l l i o n  i n  short- term loans e a r l y  i n  t he  year, was 
v i r t u a l l y  non-ex is tent .  Bankinq c r e d i t  t o  t he  p r i v a t e  sec to r  and supp l i e r s  
was g radua l l y  reduced o r  c u t  o f f  du r i ng  t h e  year. The GOCR stopped i n t e r e s t  
payments i n  September and p r i n c i p a l  payments i n  July. The GOCR has h e l d  th ree  
meetings w i t h  a  Steer ing Committee o f  p r i v a t e  banks, cha i red  by t he  Bank o f  
Pmerica, t o  t r y  t o  reschedule t he  $1.1 b i l l i o n  i n  ou ts tand ing  debt. Some 
nroqress has been made towards reaching an agreement. The GOCR proposed t h a t  
p r i n c i ~ a l  on shor t - te rm loans be converted t o  f i v e  years, w i t h  t h ree  years 
grace, and medium-term loans t o  t e n  years w i t h  f i v e  years grace. I n t e r e s t  
payments due over  t h e  n e x t  f i v e  years would be converted t o  new loans. For 
t h e i r  pa r t ,  t h e  banks want f u l l  i n t e r e s t  payments and a  GOCR-IMF agreement. 
The debt reschedul ing proposal under1 ines  t h e  f a c t  t h a t  t h e  debt  w i l l  be a  
ser ious burden f o r  t h e  economy f o r  years t o  come. 

Even i f  Costa Rica success fu l l y  nego t ia tes  a  reschedul ing of i t s  pub1 i c  
ex te rna l  debt t o  reduce i t s  se rv i ce  payments, maintenance a f  r e a l  GDP a t  t h e  
1981 l e v e l  du r i ng  1982-86 would r e a u i r e  l a r g e  f o r e i g n  exchange i n f l o w s  t o  
cover growing resource gaps over t h a t  per iod.  I f  inc reas ing  l e v e l s  o f  c a p i t a l  
i n f u s i o n  do n o t  ma te r i a l  ize,  impor ts  (and n a t i o n a l  product ion)  would con t rac t  
and/or debt se rv i ce  ~ayments  be s t re tched  o u t  much f u r t h e r .  I n  t h i s  context,  
t he  con t rac t i ng  o f  t h e  loan  under t h i s  program should be  phases so t h a t  i t  
would n o t  be inc luded i n  a  debt reschedul ing which could, otherwise, 
m a t e r i a l l y  a f f e c t  t h e  HG reserve fund. 

DECPP i t s e l f  i s  n o t  l i a b l e  f o r  t h e  f o re i gn  debt i ncu r red  i n  support of t he  
system. The Banco Aqr ico la  de Cartago i s  responsib le  t o  f o r e i g n  lenders f o r  
debt repayment. As p a r t  o f  t h e  o v e r a l l  agreement being reached w i t h  f o re i gn  
investors ,  t h e  Central  Bank w i l l  make payments t o  t h e  c r e d i t o r s  of t he  Banco 
Agri c o l a  de Cartaqo. 



b. HG Program 

A  $20 m i l l i o n  HG wou ld  amount t o  l e s s  t h a n  1% o f  t h e  e s t i m a t e d  p u b l i c  
deb t .  Because o f  t h e  c u r r e n t  s i t u a t i o n  o f  t h e  economy, r,he GOCR w i l l  be 
hard-pressed t o  r e p a y  o b l i g a t i o n s  o v e r  t h e  n e x t  f e w  yea rs .  The l ong - te rm  
n a t u r e  o f  a  HG Loan and i t s  g race  p e r i o d  w i l l  reduce t h e  i m p a c t  o f  repayments 
d u r i n g  t h a t  p e r i o d .  D e s p i t e  t h e s e  problems, t h e  GOCR ha!; been c u r r e n t  on  i t s  
AID payments. App rox ima te l y  $2.5 m i l l i o n  i n  payments w i i  1  be made t h i s  y e a r .  
Payments o n  t h e  HG-006 i n  t h e  amount o f  $979,631 have been made. 

6. F i n a n c i a l  C o n d i t i o n  o f  System 

1. DECAP 

The a c t u a l  f i n a n c i a l  p o s i t i o n  o f  DECAP i s  f a v o r a b l e  w h i l e  a t  t h e  same t i m e  
b e i  ng a  problem. DECAP has a  h i g h  l e v e l  o f  1  i q u i d i t y  i n  p r o d u c t i v e  
i nves tmen ts  t h a t  r e s u l t e d  i n  e a r n i n g  o f  C/.6 m i l l i o n  d u r i n g  t h e  month of  
A p r i  1, b u t  i t  had t o  a d j u s t  i t s  books b y  C/.430 m i l l i o n  c!ue t o  an  ad jus tmen t  
f o r  d e v a l u a t i o n  wh ich  canno t  be suppo r ted  by  i t s  c u r r e n t  mor tgage p o r t f o l i o .  
The C e n t r a l  Bank, as g u a r a n t o r  f o r  DECAP1s o b l i g a t i o n s ,  must  assume 
r e s p o n s i b i l i t y  f o r  t h i s  ad jus tment .  Ft i r thermore,  DECAP i s  f a c e d  w i t h  a  
s i t u a t i o n  o f  a  n e g a t i v e  r e t u r n  on  a f i x e d  r a t e s  p o r t f o l i o ,  w h i l e  t h e  resou rces  
used f o r  t h a t  p o r t f o l i o  a r e  a t  a  v a r i  s b l e  r a t e  wh i ch  i s  r i s i n g .  As soon as 
DECAP1s excess l i q u i d i t y  i s  used f o r  pend ing  payments o n  i t s  e x t e r n a l  deb t ,  
t h e  ba lance  w i  11 q u i c k l y  become nega t f - i e .  

Leavi  ng t h e  ad jus tmen t  f o r  d e v a i u a t i o n  as ide ,  DECAP1s 1  i a b i l i t y  s t r u c t u r e  
has been f i n a n c e d  i n  t h e  f o l l o w i n g  manner. 

I n t e r n a l  ma rke t s  14 7,4 71 1  4% 
N a t i o n a l  O r g a n i z a t i o n s  337,835 3  2% 
I n t e r n a t i o n a l  O r g a n i z a t i o n s  57 7,2 21 5  3% 

Tota  1  1,065,527 100% 

O f  t h e s e  t o t a l  resources ,  52% i s  a,'. a  v a r i a b l e  r a t e ,  a lmos t  t w o - t h i r d s  o f  
o f  w h i c h  i s  d e b t  c o n t r a c t e d  w i t h  i n t e r n a t i o n a l  i n s t i t u t i o n s .  On l y  27% o f  i t s  
v a r i  a b l e  r a t e  debt  i s  cove red  by v a r i  a b l e  r a t e  mor tgages  w h i c h  i s  one o f  t h e  
p r i n c i p a l  causes o f  t h e  d e t e r i o r a t i c n  o f  DECAP1s f i n a n c i a l  p o s i t i o n .  

I n  t h e  l a s t  t h r e e  years,  t h e  c o s t  o f  f u n d s  has r i s e n  30%, f r o m  10.16% i n  
1979 t o  13.06% i n  A p r i  1, 1982. T k s 2  i n c r e a s e s  have been r e l a t e d  t o  r a p i d l y  
a c c e l e r a t i n g  c o s t s  of i n t e r n a l  rescjurces, t h a t  i s ,  renewals  and new 
i n v e s t m e n t s  i n  s i x - m o n t h  t i m e  d e p o s i t s  w h i c h  now c o s t  t h e  system o v e r  21%. 
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DECAP's asse t  s t r u c t u r e  c u r r e n t l y  amounts t o  C/.989,945,000 c o n s i s t i n g  o f  
p a r t i c i p a t i o n s  f r o m  approvea i n s t i t u t i o n s .  The y i e l d  o f  t h i s  p o r t f o l i o  i s  
13.6% which i s  i n s u f f i c i e n t  t o  cove r  i t s  a c t u a l  f i n a n c i a l  expenses, 13.77% ( a  
.08% n e g a t i v e  spread).  Were o p e r a t i o n a l  and f i n a n c i a l  expenses t o  be 
combined, t h e  y i e l d  would have t o  be 15.17%, o r  1.48% o v e r  t h e  a c t u a l  y i e l d  
f o r  DECAP t o  reach a  p o i n t  o f  e a u i l i b r i u m .  

The a s s o c i a t i o n s  a l s o  a r e  exper ienc ing  a  very  d e l i c a t e  s i t u a t i o n  by v i r t u e  
of t h e i r  r e c e n t  l osses  and a  s u b s t a n t i a l  r e d u c t i o n  i n  t h e i r  p r o d u c t i v e  
a c t i v i t i e s ,  p r i m a r i  l y  due t o  t h e  economic change f a c i n g  t h e  coun t ry .  A t  t h e  
same t ime, t h e  system l a c k s  t h e  c a p a c i t y  t o  dea l  w i t h  these changes due t o  
d e f i c i e n c i e s  i n  o p e r a t i o n s  and market  o r i e n t a t i o n .  The HG program i s  c r u c i a l  
t o  b r e a k i n g  t h e  f i n a n c i a l  d e c l i n e  and p roduc ing  needed s t r u t u r a l  changes t o  
s t reng then  t h e  system. 

The Costa Rican system, 1  i k e  most mutual  savings and l o a n  systems, tenas 
t o  i m o r e  f i n a n c i a l  c o s t s .  Rather  they  emphasize commissions and o t h e r  income 
t o  m a i n t a i n  a  p o s i t i v e  f i n a n c i a l  r e s u l t .  However, t h e  d e c l i n e  i n  lena ing,  
C O U D ~ ~ ~  w i t h  t h e  r a p i d  i n c r e a s e  i n  t h e  c o s t s  o f  money, has f o r c e d  t h e  system 
i n t o  a  l o s s  s i t u a t i o n  i n  n e t  income and wor th .  A t  p resent ,  a l l  t h e  
a s s o c i a t i o n s  a r e  e x p e r i e n c i n g  n e t  w o r t h  and income problems d e s p i t e  v iqo rous  
e f f o r t s  t o  reduce o p e r a t i o n a l  cos ts .  

Whi l e  1979 ea rn inqs  i nc reased  by C/.4 m i l l i o n ,  by 1981 t h e  system haa l o s t  
C/.8.5 m i l l i o n ;  i n  t h e  f i r s t  f o u r  months o f  1982, ano the r  C/.6 m i l l i o n  were 
l o s t .  The accumulated l o s s e s  f o r  t h e  a s s o c i a t i o n s  i s  p r o j e c t e d  t o  be o v e r  21 
m i l  l i o n  co lones  by t h e  end o f  1982. D r a s t i c ,  immediate a c t i o n  i s  needed t o  
qenera te  p r o d u c t i v e  a c t i v i t i e s  w i t h  a  s u f f i c i e n t  marqin, ana u t i l i z e  t o t a l  
c a p a c i t y .  T r a d i t i o n a l l y  e x t e r n a l  d e b t  and t h e  d i s c o u n t i n g  o f  mortgages 
t h m u q h  DECAP was t h e  pr imary  v e h i c l e  f o r  o b t a i n i n q  funds. However, economic 
c o n d i t i o n s  and t h e  co r respond ing  exchange problems render  t h i  s  o p t i o n  
improbab le  and n o t  recommendable. The t r a n s i t i o n  t o  g r e a t e r  dependence i n  
l o c a l  markets  f o r  resources can o n l y  b e  gradua l  and i s  a  key  element o f  t h e  HG 
proqram. 

C. F i  n a n c i a l  Impact o f  Program 

1. DECAP 

The program has been designed t o  e l i m i n a t e  one o f  t h e  most s e r i o u s  
problems a f f e c t i n g  DECAP which i s  t h e i r  heavy r e l i a n c e  on h i g h  c o s t  e x t e r n a l  
borrowing.  DECAP w i l l  r e c e i v e  t h e  e a u i v a l e n t  i n  l o c a l  cu r rency  o f  t h e  U.S. 
d o l l a r s  p rov ided  t o  BCCR, a t  t h e  i n t e r - b a n k  r a t e  o f  exchange which  i s  
p r e s e n t l y  US51 t o  C/.38. Because o f  t h e  te rms o f  t h e  l o a n  from BCCR (10  y e a r s  
qrace, 25 y e a r s  repayment), t h e  HG resources w i l l  have an e f f e c t  on DECAP 
s i m i l a r  t o  a  seed c a p i t a l  l o a n  which DECAP w i l l  r o l l o v e r  a  number o f  t imes  i n  
i t s  d e a l i n g s  w i t h  t h e  assoc ia t i ons .  



The followins f inancia l  project ions of the  e f f e c t  of the  HG resources, 
combined with o ther  resources generated in t e rna l ly  by DECAP, have taken in to  
~ c c o u n t  the  terms of the  BCCR loan t o  DECAP and the  r a t e  of i n t e r e s t  from 
DECAP t o  the  associat ions (18%) .  
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2. The Assoc ia t ions 

a. Mob i l  f z a t i o n  o f  Resources 

The e f f e c t i v e  c o s t  t o  t h e  system o f  i n t e r n a l  resources r o s e  f rom 12.01% i n  
1979 t o  18.48% i n  1982, a  54% increase.  The l i a b i l i t y  s t r u c t u r e  o f  t h e  system 
has been one o f  t h e  reasons f o r  t h i s  l a r q e  increase.  There i s  no aues t ion  
t h a t  i n d i v i d u a l  savers  have become consc ious o f  t h e  need t o  seek a  h i g h e r  r a t e  
o f  r e t u r n  on t h e i r  depos i ts .  However, t h e  system has f a i l e d  t o  e s t a b l i s h  
s p e c i f i c  measures t o  c o n t r o l  t h e  amount o f  resources generated through t i m e  
depos i t s  which a re  c o s t l y .  Fo r  ins tance,  h i g h  y i e l d  i n t e r e s t s  a r e  p a i d  f o r  
c e r t i f i c a t e s  o f  d e p o s i t  w i t h  amounts as low  as US$1,000. 

The HG program w i l l  seek t o  improve t h e  1  i a b i l i t y  s t r u c t u r e  o f  t h e  system 
and t o  i nc rease  t h e i r  share o f  t h e  r e g u l a r  sav ings market. Toward t h i s  end, 
t h e  program demands t h a t  t h e  system generate  a t  l e a s t  $4.8 m i l l i o n  i n  passbook 
savinss,  o u t  o f  t o t a l  c o u n t e r p a r t  sav ings o f  $12.0 m i l l  ion .  The c o s t  o f  such 
resources has been es t ima ted  a t  8% f o r  t h e  p r o j e c t i o n s  made i n  t h i s  Paper. A t  
t h e  present  t ime, t h e  system ho lds  more than 60,000 i n d i v i d u a l  accounts 
(passbooks) ea rn ing  around 8% i n  i n t e r e s t ,  which i s  a  major  reason why t h e  
system has n o t  had even g r e a t e r  o p e r a t i o n a l  losses.  

I n  terms o f  tapp ing  t h e  o v e r a l l  savinqs market, t h e  system w i l l  be  
r e a u i r e d  t o  i nc rease  i t s  present  share o f  about 4.5% t o  approx imate ly  15%. 
There i s  a  cons ide rab le  savinqs market  i n  Costa Rica, demonstrated by t h e  f a c t  
t h a t  a t  t h e  end o f  1981, t h e  Na t iona l  Banking System had a t t r a c t e d  C / .  1.44 
b i l l  ion, a  10% inc rease  s i n c e  1979. A t  t h e  same t ime, t h e  system was a b l e  t o  
a t t r a c t  t h e  e a u i v a l e n t  o f  o n l y  4.5% o f  t h e  resources h e l d  by t h e  Na t iona l  
Banking System. 

A qradua l  approach w i l l  be r e a u i r e d  t o  p e n e t r a t e  t h e  savings market, w i t h  
p a r t i c u l a r  a t t e n t i o n  t o  t h e  lower  c o s t  resources i n  t h a t  market .  The Program 
o b j e c t i v e  i s  t o  achieve, by t h e  t i m e  o f  t h e  l a s t  HG disbursement, $12 m i l l i o n  
i n  l o c a l  sav inqs w i t h  approx imate ly  $4.8 m i l l i o n  i n    ass book sav inqs and t h e  
ba lance i n  t i m e  depos i ts .  The f o l l o w i n g  p resen ts  an i l l u s t r a t i v e  p r o j e c t i o n  
f o r  t h e  genera t ion  o f  t h e  l o c a l  savings:  

Year - % Passbook Savings % Time Depos i ts  
($4.8 mi 11 i o n )  ($7.2 m i l l i o n )  



The t a r q e t  i s  t o  reduce t h e  system's i n t e r n a l  c o s t  o f  resources from 
18.48% f o r  1982, t o  15% by 1986. 

b. Mortgaqe and Loan Rates 

The a c t i v e  lend ing r a t e  p ro j ec ted  f o r  t h e  program has been est imated 
a t  23.5%. This r a t e  w i l l  be ad justed as r e w i r e d ,  according t o  t h e  
system's f i n a n c i a l  cos t s  o f  resources. Adjustments w i l l  be poss ib l e  by 
us ina  t he  standard readjustment c lause  inc luded  i n  a l l  loans and 
mortgages executed by t he  savings and loan  system. 

The r a t e  o f  i n t e r e s t  usea f o r  t h e  design o f  the  program was based on 
a c a r e f u l  examinat ion o f  t h e  f i n a n c i a l  and a d m i n i s t r a t i v e  cos ts  o f  DECAP 
and t he  assoc ia t ions.  This process o f  s e t t i n g  r a t e s  i n  accordance w i t h  a  
con t i nua l  rev iew o f  resource cos t s  w i l l  be s t ressed and supported 
throughout t he  program's implementat ion staqe. 

The a c t i v e  r a t e  f o r  t h e  program (23.5% est . )  combined w i t h  t he  
planned reduc t ion  i n  cos t s  o f  i n t e r n a l  resources ( f rom 18.48% c u r r e n t l y  
t o  15% i n  1986) should p rov ide  an ample f i n a n c i a l  and opera t iona l  margin 
f o r  the  system. 

D. Consol i da ted  F inanc ia l  P ro j ec t i ons  f o r  t h e  System - 
The nex t  t a b l e  prov ides i n f o rma t i on  on t h e  conso l ida ted  balance sheet 

and income statement. 
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ASSETS. 

L i q u i d  Assets  
Loans 
F i x e d  Assets  
Other  Assets  

TOTAL 
1 

LIABILITIES 

Depos i ts  
Decap Advances 
Other L i a b i l i t i e s  
Reserves 
Ne t  \.lorth 

TOTAL 

INCOME 

I n t e r e s t  f r om 
Investments  

' . I n t e r e s t  on Loans 
Corrrnissions 

TOTAL 

EXPENSES 

General Expenses 
F i n a n c i a l  Expenses 

TOTAL 
h!ob T n r n n l n  

'. . 
TABLE VI.2 

FINANCIAL PROJECTIONS: SNAP ( I N  US$ 000.000) 

NET WORTH. 

JUNE DECEMBER JUNE DECEMBER JUNE DECEMBER JUNE DECEMBER 
1983 1983 1984 1984 1985 1985 1986 1986 

NET INCOME 



Some comments on the  da ta  a r e  i n  order .  

i. Prev ious ly ,  SNPP had a r a t i o  of depos i t s  t o  investments o f  
91-92% and was us i ng  resources as a u i c k l y  as they became ava i lab le .  This 
r a t i o  has dec l ined  t o  around 86%. The proqram should b r i n q  t h e  r a t i o  o f  
a v a i l a b l e  resources/ investments back up t o  amund 90% by t h e  end o f  the  
disbursement per iod .  Th is  ~ e r c e n t a q e  cou ld  be increasea f u r t h e r  i f  t h e  
system can shor ten t h e  review t ime  between r e c e i v i n g  a depos i t  and 
i nves t i ng  i t  (est imated a t  t h r e e  months). Technical  ass is tance aimed a t  
improvinq e f f i c i e n c y  should h e l p  t he  system's depos i t / investment  r a t i o .  

ii. A 15% deduct ion has been made on t h e  amount p ro j ec ted  t o  be 
a v a i l a b l e  f o r  lend ing.  This percentage inc ludes  t h e  l e g a l  reserves 
reaui red,  p l u s  the  cash l e v e l s  needed f o r  d a i l y  operat ions.  

iii. A reserve f o r  bad debts  has been est imated a t  5% o f  t he  
p o r t f o l i o .  Th is  reserve i s  h i ~ h  and should be reduced i n  t h e  near f u t u r e  
by e f f o r t s  t o  improve t h e  system's c o l l e c t i o n  procedures. 

i v .  A nega t i ve  Net Worth i s  r e f l e c t e d  u n t i l  1980. However, i t  
should be noted t h a t  su rp lus  income i s  reduc ing t he  nega t i ve  p o s i t i o n .  
I n  b r i e f ,  t he  system can g radua l l y  decrease i t s  neqa t i ve  o o s i t i o n  and 
accumulate a  su rp lus  f o r  re investment.  

v. The f i n a n c i a l  c o s t  o f  t h e  system increases throuqh t h e  
p ro j ec ted  per ioa.  This inc rease  i s  t h e  normal r e s u l t  o f  t h e  impact o f  
DECAP's l i n e  of c r e d i t  (prov ided w i t h  HG resources) a t  a  r e l a t i v e l y  h iqh  
i n t e r e s t  c o s t  (18%). However, t he  c o s t  i s  o f f s e t  by the  increment i n  the  
a c t i v e  i n t e r e s t  r a te .  

v i  . The general  exDenses category has been increasea gradual  l y  
through the  p ro j ec ted  per ioa.  Th is  r e f l e c t s  t h e  more a ~ q r e s s i v e  r o l e  
expectea o f  t h e  system i n  terms o f  a t t r a c t i n g  savings and inc reas ing  
t h e i r  l end ing  a c t i v i t i e s .  However, t h e  genera 1 expenses cou ld  be reduced 
throuqh q rea te r  manaqement e f f i c i e n c y  which t h e  program p l  ans t o  Dromote 
through t echn i ca l  assistance. 

V I I .  IMPLEMENTATION PLAN: 

A. P a r t i c i p a t i n a  E n t i t i e s  

The borrower w i l l  be t h e  Cent ra l  Bank o f  Costa Rica. The Cent ra l  
Bank w i l l  conver t  t h e  d o l l a r  proceeds from t h e  HG loan t o  colones t o  lend  
t o  DECAP. The Cent ra l  Bank w i l l  bear t he  f o r e i q n  exchange r i s k  ana w i l l  
be respons ib le  f o r  making loan  repayments t o  US i nves to r s .  DECAP w i l l  
have f u l l  r e s p o n s i b i l i t y  f o r  coo rd i na t i ng  t he  a l l o c a t i o n  o f  HG resources 



t o  t h e  S&Ls, moni tor ing pe r f  ormance o f  the  assoc ia t ions i r  a t t r a c t i n g  
savings and d i v e r s i f i c a t i o n ,  e s t a b l i s h i n g  i n t e r e s t  r a t e  and lend ing  
p o l i c i e s  f o r  t he  system, and seeking t he  appropr i  ate l e g i s l a t i v e  reforms 
t o  expand the  f i n a n c i a l  r o l e  o f  t h e  system. DECAP w i l l  a l so  coord ina te  
techn ica l  assistance and t ake  t h e  lead  i n  r e o r i e n t i n g  and r e s t r u c t u r i n g  
the  system. 

The S&L assoc ia t ions w i  11 be responsib le  f o r  promoting and arranging 
f o r  the  f inanc inq and development o f  s h e l t e r  so lu t ions ,  cap tu r i ng  savings 
and i n t e r n a l  resources f o r  so lu t i ons  and new lend ing  a c t i v i t i e s ,  
d i v e r s i f i c a t i o n ,  and improvement i n  management o f  t h e i r  operat ions. 
Em~hasis  w i l l  be placed on developing a  d e l i v e r y  system f o r  low-cost 
s h e l t e r  and aggress ive ly  pursuing low-cost savinqs du r i ng  t h e  i n i t i a l  
phase o f  t h e  program. 

P r i v a t e  developers and promoters w i l l  be responsib le  f o r  o rgan iz ing  
the  market f o r  the  ae l  i v e r y  o f  s h e l t e r  so lu t ions .  Agreements between the  
assoc ia t ions and developers w i l l  be made on scheduling o f  const ruct ion,  
desi  an o f  p r o j e c t s  and reimbursement f o r  cons t ruc t ion .  

B. Program Documentation 

An Implementation Aqreement t o  be siqned by both t he  Centra l  
Bank and DECAP w i l l  be neqo t ia ted  s h o r t l y  f o l l o w i n g  program 
author izat ion.  The Aqreement w i l l  o u t l i n e  t he  expected program outputs  
and implementation schedule. A Loan Aqreement w i l l  f o l l o w .  This 
Aqreement w i l l  be sioned by t h e  Centra l  Bank and t h e  U.S. Inves to r  and 
w i l l  s e t  f o r t h  t he  t e n s  o f  t he  HG loan. A Guaranty Agreement w i l l  be 
siqned by A I D  assur inq pa,yment t o  t he  U.S. i n ves to r  against  any loss. A 
s i m i l a r  agreement w i  1  1  be signed by the  GOCR guarantying repayment t o  
A.I.D. 

The Implementation Aureement w i l l  be drawn up and signed i n  October, 
1982, as soon as poss ib l e  f o l l ow inq  program au thor iza t ion .  This w i l l  
permi t  t he  BCCR t o  search f o r  a  U.S. i nves to r  and nego t i a te  a  loan as 
c lose  t o  the  end o f  December as poss ib le ,  b a r r i n g  any major d i f f i c u l t i e s  
i n  U.S. f i n a n c i a l  markets o r  o the r  unforseen circumstances. 

C. Use o f  Resources 

1. HG Loan and Counterpart Resources: 

HG Loan disbursements amounting t o  $20 m i l l i o n  w i l l  be made over a  
per iod  o f  f o u r  years.  An advance o f  $4 m i  11 i o n  w i l l  be made around 
December, 1982, t o  i n i t i a t e  a  r a p i d  f l o w  o f  resources. 'The $4.0 m i l l i o n  
advance w i l l  be "1 iau ida ted"  by DECAP w i t h  loans and mortgages f o r  
f a m i l i e s  below the  median income before t he  l a s t  aisbursement of t h e  HG 
resources. Subseauent disbursements of HG funds w i l l  be r e l a t e d  t o  the  
p resen ta t ion  by DECAP o f  evidence of complet ion o f  t h e  loans and 
rnortqages t o  t a r g e t  f a m i l i e s  and o f  progress be ing made t o  achieve t he  
qenerat ion o f  $12 m i l l i o n  i n  l o c a l  savings. 



2. Technical Assistance 

A DG f o r  $300,000 w i l l  be au thor i zed  i n  FY 1983 t o  p rov ide  t echnc ia l  
ass is tance f o r  orogram implementation. The resources w i  11 be used t o  
fund a  long- te rn  adv iso r  and short-tern1 consul tants .  Technical 
ass is tance funds w i l l  be o b l i p a t e d  by t h e  Miss ion through a  PSC f o r  the  
long- te rn  adv iso r  and PIOITs w i t h  f i r m s  and i n d i v i d u a l s  f o r  t h e  
shor t - term a c t i v i t i e s .  

The est imated budgets f o r  t echn i ca l  ass is tance personnel are: 

Type o f  Assistance Personlmonths Est. Cost 

Lonq-term advi sor 
She1 t e r  Oel i v e r y  System 
Savings Mobi 1  i z a t i o n  
F i nanc ia l  Pl ann inq l  
Orq an i z. Man aqemen t 
LawsIRequl a t i ons  
Data Processing 
Nat iona l  Housinq P o l i c y  

TOTALS 

I n  a d d i t i o n  t o  t h e  above assistance, t h e  program w i l l  b e n e f i t  f rom t h e  
serv ices  o f  t h e  Inter-American Savings and Loan Union (IASLU) whi ch prov ides 
spec ia l i zed  t echn i ca l  ass is tance t o  i t s  members, o f  which t h e  Costa Rican 
system i s  one. The Union f inances  i t s  ass is tance i n  p a r t  w i t h  an HG funded 
cooperat ive agreement which has been extended t o  mid-1984, PREIHUD 
( req iona l / con t rac t s )  and RHUDOILA w i  11 a l so  p rov ide  f und inq  f o r  c e r t a i n  
aspects o f  t h e  shor t - term t echn i ca l  ass is tance as w e l l  as f o r  Program 
evaluat ions.  

D. Scope o f  Technical  Assistance 

1. Long-term Advisor  

Th i s  adv iso r  w i l l  be loca ted  ir! t h e  o f f i c e  o f  DECAP and w i l l  work c l o s e l y  
w i t h  DECAP and t h e  savings and loan assoc ia t ions  i n  a l l  mat te rs  r e l a t e d  t o  t he  
implementat ion o f  t h e  program. The adv iso r  w i l l  coord ina te  t h e  p r o v i s i o n  o f  
shor t - te rm t echn i ca l  ass is tance and p rov ide  t h e  necessary mon i t o r i ng  and 
f o l  low-up . 



2. She l t e r  P o l i c y  Advisor 

The Miss ion and t h e  RHUDO w i l l  p r ov i de  t echn i ca l  ass is tance and t r a i n i n g  
t o  address a d m i n i s t r a t i v e  re fo rm and improved po l  i c y  fo rmu la t ion .  The new 
government i s  c u r r e n t l y  i n  t h e  process o f  r e s t r u c t u r i n g  broader housing ~ o l i c y  
r e s p o n s i b i l i t i e s .  A I D  has a con t i nu i ng  d ia logue  w i t h  t h e  key sec to r s  and once 
these i n s t i t u t i o n a l  arrangements f o r  p o l i c y  are c lea r ,  t h e  Mission, and RHUDO 
w i  11 support  t h e  p o l  i c y  f o rmu la t i on  exerc ise.  

3. Low Cost Housing Const ruct ion 

An ana l ys i s  w i l l  be made o f  cons t ruc t i on  m a t e r i a l s  a v a i l a b l e  i n  Costa Rica 
as w e l l  as cons t ruc t i on  techniaues, which cou ld  r e s u l t  i n  reduced cos t s  f o r  
she l t e r .  The consu l t an t  w i l l  determine t h e  savings t h a t  cou ld  be i ncu r red  and 
how t h e  mutual s  can i nco rpo ra te  t h e  use o f  l e s s  c o s t l y  m a t e r i a l s  i n  t h e  
con t rac t i ng  o f  p r o j e c t s  f i nanced  under t h e  program. The ana l ys i s  w i l l  t a ke  
i n t o  cons ide ra t i on  t h e  e x t e n t  t o  which m a t e r i a l s  a re  a v a i l a b l e  and l end  
themselves t o  1  arge sca le  p roduc t ion  reauirements. A1 so, t h e  consu l tan t  w i l l  
work w i t h  cons t ruc t i on  m a t e r i a l s  producers t o  promote t h e  product ion o f  lower  
c o s t  mater i  a l s  such as s o i l  cement o r  o t h e r  combinations t h a t  might reduce t he  
c o s t  o f  housing f o r  f a m i l i e s  below t h e  median income. The consu l t an t  w i l l  
a s s i s t  t h e  system i n  t h e  promotion o f  new cons t ruc t i on  techniaues and i n  t he  
re1 a t i o n s  o f  t h e  system w i t h  community groups p a r t i c i  p a t i r ~ g  i n  t h e  program. 

4. Savings Mobi 1  i z a t i o n  

Th is  ass is tance w i l l  be prov ided t o  he lp  t h e  assoc ia t ions  develop and 
implement a  market ing s t r a t e g y  t o  a t t r a c t  savings t o  t h e  !j&L system and t o  
enable DECAP t o  e s t a b l i s h  a  new inst rument  o r  ins t ruments  t o  a t t r a c t  
a d d i t i o n a l  resources. The market ing s t r a tegy  w i  1  1  begin  by determin ing why 
savers p l  ace savings w i t h  o t h e r  i n s t i t u t i o n s ,  t h e  cha rac te r i  s t i c s  o f  people 
who ma in ta i n  savings accounts, and an examinat ion o f  t h e  c h a r a c t e r i s t i c s  of 
those people who do n o t  ma in ta in  savings accounts and why. Based upon these 
resu l t s ,  a  market ing s t r a t e g y  w i l l  be developed t a k i n g  i n t o  cons ide ra t i on  
media t o  be used, promot ional  devices, design o f  passbooks, opera t iona l  
techniaues t o  s i m p l i f y  t h e  a c t  o f  making depos i ts ,  and s t a f f  t r a i n i n g  t o  
support t h i s  e f f o r t .  Once t h e  p lan  t o  a t t r a c t  savings i s  developed, i t  w i l l  
be t e s t e d  by t h e  assoc ia t ions  and, depending upon t h e  resu l t s ,  necessary 
adjustments w i l l  be made. 

The designing, marketing, and management o f  new low-cost savings 
ins t ruments  w i l l  be c a r r i e d  o u t  i n  t h e  con tex t  o f  f i n a n c i a l  markets i n  Costa 
Rica and l e q a l  r e s t r i c t i o n  t h a t  p r e v a i l  upon t h e  Nat iona l  Banking System and 
t h e  assoc ia t ions.  An ana l ys i s  o f  l e g a l  changes t h a t  might  be necessary t o  
e s t a b l i s h  new savings ins t ruments  w i l l  be made. Once ins t ruments  a re  
developed, a  market ing s t r a t e g y  and management p l an  w i l l  be designed f o r  the  
system. 



5. F i nanc ia l  PI anninq/Organizat ion Management 

The purpose o f  t h e  ass is tance w i l l  be t o  work w i t h  DECAP s t a f f  t o  develop 
a  c a p a b i l i t y  t o  analyze t h e  impact o f  va r ious  i n t e r n a l  ana ex te rna l  resources 
on t h e  f i n a n c i a l  c o n a i t i o n  o f  t h e  system. The work w i l l  a l so  r e a u i r e  t h a t  
f i n a n c i a l  c o s t s  be assiqned t o  d i f f e r e n t  l end ing  a c t i v i t i e s ,  t a k i n g  i n t o  
cons idera t ion  r i s k  as w e l l  as s t r i c t  f i n a n c i a l  costs.  A computer model w i l l  
be developed us inq  DECAP's r e c e n t l y  acau i r e d  f a c i  1  i t y  t o  i n t e g r a t e  f i n a n c i a l  
i n f o rma t i on  and t o  make p r o j e c t i o n s  of t h e  a p p l i c a t i o n  o f  f i n a n c i a l  p o l i c i e s  
t i e a  t o  shor t ,  medium and long-range f i n a n c i a l  plans. It w i l l  p rov iae DECAP 
w i t h  t h e  c a p a b i l i t y  o f  generat ing i n f o rma t i on  t o  measure i t s  performance as 
we1 1  as t h a t  o f  i n d i v i d u a l  assoc ia t ions.  

A general  survey o f  t h e  o rgan i za t i on  s t r u c t u r e  and s t a f f i n g  o f  t h e  var ious 
assocat ions w i l l  be made. Two assoc ia t ions  w i l l  be se lec ted  f o r  a  manaqement 
a u d i t  t o  determine how var ious  opera t ions  a re  c a r r i e d  out,  t h e  a l l o c a t i o n  and 
t r a i n i n q  o f  s t a f f  t o  c a r r y  o u t  operat ions,  t h e  procedures u t i l i z e d  and where 
s p e c i f i c  d i f f i c u l t i e s  e x i s t .  Thecoorainat ion o f  operat ions,  t h e  estab l ishment  
and implementat ion o f  p o l i c i e s  and o v e r a l l  management a l s c  w i  11 be examined. 
Recommendations w i l l  be made t o  t h e  assoc ia t ions  and DECAP regard ing 
procedures, s t a f f i n g ,  t r a i n i n q ,  e t c .  

6. Analys is  o f  Requla t ions 

An ana l ys i s  o f  DECAP's r e g u l a t i o n s  and procedures f o r  d isseminat ion and 
a p p l i c a t i o n  o f  r egu la t i ons  w i l l  be c a r r i e d  out .  This t echn i ca l  ass is tance 
a c t i v i t y  w i l l  examine t he  regu la t i ons  c u r r e n t l y  i n  e f f e c t ,  how they are 
formulated, how they a re  communicated t o  t h e  assoc ia t ions  and how those 
requ la t i ons  f i l t e r  t o  t he  management and s t a f f  o f  t h e  assoc ia t ions.  The 
assoc ia t ions w i l l  be contacted t o  determine t h e i r  impressions o f  d e f i c i e n c i e s  
i n  t he  process. 

Once c u r r e n t  r egu la t i ons  a re  r ev i sed  and analyzed, and recomrnenaations are 
made, t he  examination w i l l  t u r n  t o  new regu la t i ons  t h a t  a r e  needed t o  
r e i n f o r c e  t h e  proqram. A r egu la to r y  procedure w i  11 be d e ~ e l o ~ e d  t a k i n g  i n t o  
cons idera t ion  t h e  analyses reau i red,  guide1 i nes  i n  d r a f t i  nq requ la t ions ,  
procedures f o r  channel ing r e g u l a t i o n s  t o  t h e  assoc ia t ions,  mon i to r ing  t h e i r  
implementation and sanct ions.  These r e g u l a t i o n s  w i  11 be  used t o  govern 
d i v e r s i f i c a t i o n ,  savings, loan  processing procedures, e tc .  

7. Data Processinq 

An exper t  i n  t h e  design o f  an in fo rmat ion  systems f o r  savings and loans 
w i l l  work w i t h  t he  assoc ia t ions  t o  i d e n t i f y  t h e  na tu re  and ex ten t  o f  t he  
in format ion t o  be automated and t h e  a v a i l a b i l i t y  o f  compueer hardware i n  Costa 
Rica t h a t  bes t  s a t i s f i e s  such needs, and t h e  so f tware  f o r  t h e  system. I n  
a d d i t i o n  t o  c o l l e c t i o n s  in format ion,  t he  system w i l l  cons lder  such needs as 
t he  manapement o f  t h e  increased number o f  smal l  savings accounts t o  be 
a t t r ac ted ,  c a l c u l a t i n g  d a i l y ,  weekly and monthly earnings o f  savers, 
mon i t o r i ng  t he  system's p o r t f o l  i o  sub jec t  t o  v a r i a b l  e  i n t e r e s t  ra tes,  t h e  



a d m i n i s t r a t i o n  o f  t h e  program, and f i n a n c i a l  p l a n n i n g  a ~ d  a n a l y s i s  i n  1  i g h t  o f  
c o n t i n u a l l y  changing c o s t s  o f  resources  and y i e l d s  of p o r t f o l i o .  The 
c o n s u l t a n t  w i  11 recommend t h e  so f twa re  necessary f o r  t h e  a s s o c i a t i o n ' s  
i nfo rma t ion  system and d r a f t  a  c o n t r a c t  f o r  t h e  use of hardware s e r v i c e s .  

E. C o n d i t i o n s  and Covenants 

1. C o n d i t i o n  t o  I n v e s t o r  S e l e c t i o n  

As a  c o n d i t i o n  precedent  t o  t h e  s e l e c t i o n  of an i n v e s t o r ,  AID s h a l l  
determine,  upon t h e  recommendation o f  PRE/HUD, t h a t  adequate p r o v i s i o n  has 
been made t o  p r o t e c t  t h e  repayment of t h e  HG l o a n  f r o m  t h e  e f f e c t  o f  any deb t  
r e s c h e d u l i n g  by t h e  Government o f  Costa Rica. 

2. C o n d i t i o n s  P r i o r  t o  F i r s t  D i  sbursement 

i. An Imp lemen ta t i on  Agreement f o r  t h e  Program w i l l  have been s igned  by 
t h e  BCCR, DECAP and AID i n c l u d i n g  t h e  e s t a b l i s h n e n t  o f  t h e  l i n e  o f  
c r e d i t  f o r  t h e  program, a  t e c h n i c a l  a s s i s t a n c e  p l a n  and a  program 
r e g u l a t i o n  i n d i c a t i n g  t h e  manner i n  w h i c h  t h e  HG resources  w i l l  be  
made a v a i  1  able. 

i i. DECAP w i l l  have i s s u e d  a  r e g u l a t i o n  f o r m a l i z i n g  t h e  d i f f e r e n t  l e n d i n g  
a c t i v i t i e s  t h e  system i s  now l e g a l l y  empowered t o  undertake.  Th i s  
r e g u l a t i o n  w i l l  a l s o  i n d i c a t e  t h e  procedures  f o r  t h e  a p p l i c a t i o n  o f  
t h e  v a r i a b l e  i n t e r e s t  r a t e  on  mortgages. 

3. Covenants 

The Imp lemen ta t i on  Agreement w i  11 c o n t a i n  t h e  f o l l o w i n g  covenants, t h a t  
app l y  t o  DECAP and t h e  a s s o c i a t i o n s :  

i. DECAP w ill presen t  a  p l a n  t o  d e a l  w i t h  t h e  management problems 
a f f e c t i  ng t h e  Guanacaste a s s o c i a t i o n .  

i i. DECAP and t h e  a s s o c i a t i o n s  w i  11 t a k e  measures t o  reduce t h e  c o s t s  of 
t h e  s o l u t i o n s  t o  b e  f i n a n c e d  under  t h i s  Program t o  t h e  maximum e x t e n t  
p o s s i b l e .  

iii. DECAP w i l l  c o n t i n u e  t o  seek a d d i t i o n a l  resou rces  f o r  s h e l t e r  f i n a n c e  
th rough  t h e  a s s o c i a t i o n s  f rom n a t i o n a l  s o c i a l  s e c u r i t y ,  insurance,  and 
o t h e r  agencies w i t h  c a p a c i t i e s  t o  a t t r a c t  massive i n t e r n a l  resources.  

i v .  DECAP w i l l  conduct  p e r i o d i c  e v a l u a t i o n s  o f  t h e  Program i n c l u d i n g  an 
a n a l y s i s  of t h e  amount of l o c a l  sav ings  be ing  genera ted by t h e  Savings 
and Loan System, and w i l l  t a k e  necessary  s teps  t c  implement t h e  
recommendations r e s u  1  t i  ng f r o m  such e v a l u a t i o n s .  



F. N e a o t i a t i  na S ta tus  

Meetings have been h e l d  w i t h  t h e  M i n i s t e r s  of P l  anning and F inance as w e l l  
as t h e  General Managers o f  t h e  Cen t ra l  Bank, DECAP, and t h e  a s s o c i a t i o n s .  The 
purposes, o b j e c t i v e s ,  and c o n d i t i o n s  o f  t h e  program have Deen d iscussed 
e x t e n s i v e l y .  L e t t e r s  have been o b t a i n e d  from t h e  General Manager o f  t h e  
C e n t r a l  Bank and DECAP r e q u e s t i n g  t h e  H G  resources.  
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Señor 
Daniel  Chai j , D i r e c t o r  
Misión de l a  Agencia para  e l  

Desar ro l lo  I n t e r n a c i o n a l  
Embajada Americana 
S. o.  

Es timado señor  D i r e c t o r  : 

M e  r e f i e r o  a l a  c a r t a  N.V.-604-81, d e l  16 de  diciembre de 1981, 
d i r i g i d a  a l a  A i D ,  en  l a  c u a l  s e  p resen tó  una s o l i c i t u d  o f i c i a l  en e l  
s e n t i d o  de que, por medio d e l  Programa de Invers iones  Garant izadas  pa- 
ra Vivienda,  se g e s t i o n a r a  e l  f inanciamiento  de un programa de  vivien-  
da d i r i g i d o  a l  s e c t o r  de b a j o s  recursos  de l a  población de Costa Rica.  

A l  r e spec to ,  por  s u  c a r t a  d e l  29 de diciembre de 1981, y por  l a s  
d i v e r s a s  reuniones que se han celebrado e n t r e  r e p r e s e n t a n t e s  de l a  A I D ,  
d e l  Gobierno y de e s t e  Banco, me e n t e r é  de  que se han hecho l o s  es tu-  
d i o s  y a n á l i s i s  d e l  programa por  r e a l i z a r ,  conclupéndose en que es 
f a c t i b l e  s u  e jecuc ión  en  l o s  términos genera les  que expongo más adelan- 
t e .  

En consecuencia,  l e  s o l i c i t o  en  forma o f i c i a l  g e s t i o n a r ,  a n t e  l a s  
au to r idades  r e s p e c t i v a s  d e l  Gobierno de l o s  Estados Unidos de América, 
e l  otorgamiento de una g a r a n t í a  pa ra  un c r é d i t o  por l a  suma de 
US$20.000.000,00 ( v e i n t e  mi l lones  de d ó l a r e s ) ,  e l  c u a l  será suminis t rado 
por  un i n v e r s i o n i s t a  pr ivado que s e  dedique a a c t i v i d a d e s  de n a t u r a l e z a  
bancar ia  y que s e a  de reconocida so lvenc ia  económica. Los recursos  se- 
r á n  usados e n  e l  f inanciamiento  de un programa de v iv ienda  dest inado a 
l a  población de b a j o s  i n g r e s o s ,  que d e s a r r o l l a r á  e l  Sistema Nacional de 
Ahorros y Préstamos, representado por  e l  DECAP, l a s  Nutuales de  Ahorro y 
Préstamos y por  las demás i n s t i t u c i o n e s  e l e g i b l e s  que operan con e l  DECAE', 
en  un l a p s o  de c u a t r o  años aproximadamente, 

En dicha operación a c t u a r á  como p r e s t a t a r i o ,  o s e a ,  deudor d i r e c t o  
d e l  c r é d i t o ,  e l  Banco C e n t r a l  de Costa Rica y como au tor idad  e j e c u t o r a  
e l  DECAE', quien d i r i g i r á ,  d i s t r i b u i r á  y c o n t r o l a r á  e l  uso de l o s  fondos, 
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l o s  cua les  s e r á n  adminis t rados  en  e l  otorgamiento de c r é d i t o  a l o s  bene- 
f i c i a r i o s  d e l  programa, por  l a s  Mutuales y l a s  i n s t i t u c i o n e s  e l e g i b l e s ,  
de acuerdo con l a s  condiciones que se determinen e n  e l  r e s p e c t i v o  Conve- 
n i o  de Ejecución que s e  s u s c r i b i r á  con l a  A I D .  

Para e s t o s  e f e c t o s ,  e l  Banco C e n t r a l ,  como p r e s t a t a r i o ,  una vez se 
otorgue l a  g a r a n t í a  r e s p e c t i v a  por  l a  A I D ,  obtendrá  e l  c r é d i t o  correspon- 
d i e n t e  en  d ó l a r e s  de l o s  Estados Unidos de América :7 t r a n s f e r i r á ,  por  
medio d e l  Banco Créd i to  Agrícola  de Cartago, a l  DECAP l o s  fondos en  mone- 
da c o r r i e n t e  (colones) a l  t i p o  de cambio actualmente denominado interban-  
c a r i o  p r e f e r e n c i a l ,  en  l o s  mismos términos de plazo y de i n t e r é s  que s e  
obtengan d e l  p r e s t a m i s t a  estadounidense,  más e l  0,5% (medio por  c i e n t o )  
anua l  que s e  cobrará  por  concepto de gas tos  de admin i s t rac ión .  Se de ja  
cons tanc ia  de que l a  d i f e r e n c i a  de cambio producto de l a s  operaciones  
c o r r e r á  a cargo y e s t a r á  ba jo  responsab i l idad  d e l  Banco C e n t r a l ,  además 
de que s e  c e l e b r a r á  un c o n t r a t o  de e jecuc ión  de e s t e  Banco con e l  DECAP, 
en  e l  que s e  e s t a b l e z c a n  e s t a s  condiciones y l a s  que s e  desprendan d e l  
convenio que s e  s u s c r i b a  con l a  A I D .  

Adicionalmente, s o l i c i t a m o s  s e  apruebe n u e s t r a  p e t i c i ó n  t e n d i e n t e  
a que en  forma d i r e c t a  s e  a s i g n e  l a  suma de h a s t a  USS300.000 para  a s i s -  
t e n c i a  t é c n i c a  requer ida  por  e l  p a í s  pa ra  e j e c u t a r  dicho programa e f i -  
c i e n t e  y urgentemente. 

Soy de u s t e d  a t e n t o  y seguro s e r v i d o r ,  

/ 
, '  /' 

I '  i 

' ,  A \-/a (- - ./,,L/) '. " 
Carlos  Manuel C a s t i l l a  
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?he purpose of t h e  program $s  
t o  assist Costa Rica's pr ivhte  
s e c t o r  e s t a b l i s h  a r ep l i cab le ,  
nonsubsid ized , low-cost ' 

s h e l t e r  program f o r  l o w - i n m  
f a m i l i e s .  , 

I 

Pi?OJECi DEft GN SUUARY Life of PI e t: 
&em em**-#. 1e.vw1 
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FCY w m  CAN BE USID AS 11 AID TOIOI IJ, S. F m ~ q g ! ~ .  000 
Private Sector  Low Cost She1 t e r  TO OQGANIZING CAT* FOB TME MU 0a10P~~~0t.d.  

Proisc: l i t l o  L Nu.nb*r: - REPORT. IT WttO NOT I E  RETAINED 
', OR SUOMITTE0.l . - PACE 1 a 

The p r i v a t e  s e c t o r  has  
d e v e l o p d  an e f f i c i e n t  
s h e l t e r  de l ive ry  sys t aq  
f o r  p r a m  t ing , processing, 
constructing, f inancing , 

- s e l l i n g  and c o l l e c t i n g -  
r e l a t e d  t o  low c o s t  
she1 ter program. 

NAG RATIVE 'W<LURT - 
Prooram or S a c f a  Cool: Tho WX oSix$iro to 

which ~ h i r  proloc~ cm~r ibu~s r :  (A-1) 

' P e r i o d i c  review of p r i v a t e  ( a )  D E A P  and SNAP are 
: s e c t o r  - f inanc ia l  records. successful  . in m v  ing 
I *u . resources e f f i c i e n t l y .  
i 

- - -  - - ( b )  P r i v a t e  developers are 
prom* ing , developing 

- . -* and s e l l i n g  u n i t s .  . - __-- 
. % 

I 

I 

03JECTiVELY YEKIFIABLE INDICATORS 

IAarurcr of Cool Achi-ant: (A-2) 

MEANS OF VERIFICATION 

(A-3) . * .  . , . i L  . . . ,  . . .  . ' !  4 

IiA?(IRTAHT ASSUhlPTIOKS 

A.rurr.p~ionr f a  acbi*vlc.g lorualr: (A-4) 
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2.  ( P r i v a t e  Developers). 
Developers organize low , 

income f ami l i e s  t o  acquire  
u n i t s ;  u n i t s  m e e t  paying ' 

capac i ty  of bene f i c i a r i e s ;  
A s k s  borne by develop_ers who 

w i l l  channel buyers to  
a s soc i a t ions  t o  ob ta in  
f inancing . 

NP.i;CAlIVE W':?*W 
Pto0ram w Sacra Cool: Tho kooC7 oSi+crive to 

which this poiact  c m ~ r i b u t a r :  (A- 1) 

1. (New Solu t ions) .  New 
types  of  s h e l t e r  s o l u t i o n s  
f o r  low incane f ami l i e s  

3. (Financial  Pol icy) .  A 
f i n a n c i a l  pol icy which w i l l  
be based on f inanc ia l  costs 
of d i f f e r e n t  sources of 
mney ,  f i n a n c i a l  r e t u r n s  of 
inves; L I I I ~ I I  ts , aid otliel- 
f a c t o r s  t h a t  w i l l  assure t h e  
growth and f inanc ia l  s t r eng th  
of system. 

4. (Savings Mobilization) . 
Reorientat ion of SNAP lia- 
b i l i t y  s t r u c t u r e  by generat- 
ing inc~*ea.s& l e v e l s  of 
i n t e r n a l  resources,  
p a r t i c u l a r l y  lower c o s t  f r e e  
sav ings  which w i l l  r d u c e .  * 

cost of  resources.  ' 

03JECTIVELY 'IEAFIABLE INDICATORS 
l&osvres of Cool Achi-enk (A-2) . .. , 

1. Approximately 16,000 
s h e l t e r  s o l u t i o n s ,  8 ,700 
new so lu t ions  and 7,300 
home improvement loans.  

2 .  Affordable units---- 
( r e f .  1 )  are developed, 
b u i l t  and so ld  t o  t a r g e t  
group by p r i v a t e  
developers. 

, 1. Peqiodic review o f  la .  Inf I a t i o n  i n  cons t ruc t ion  
ProjeQ Delivery P lans  and . s e c t o r  increases  i n  

l m r t g a g e  p o r t f o l i o  of r e l a t i o n  t o  s a l a r y  
I SNAP. adjustments.  

3. 'A computer .model 
which w i l l  be used as: a - 

b a s i s  f o r  ass igning  
i n t e r e s t  rates f o r  ithe .,, 
system according t o  t h e  
various l i n e s  of c r e d i t  t c  

- b e  extended. The model 
w i l l  combine var ious  
sxz-zes of F i d s  ta dc tc r .  
mine costs and w i l l  be' . .  ' 

t i e d  t o  - y i e l d  of t h e  . ' .  , ' '  

p o r t f o l i o  t o  . e s t ab l i sh  ;:' 
t h e  spread necessar;yj : 
pain ta in  v i a b i l i t y  bf i 
, t he  system.. . .' 

::I; . 

4.  D E W  has  'isw'ed~':,. 
regula t ions  on . i n t e r e a t  ;. 

'rate pol icy . for , -  new ':. . .;:! . . 

l i n e s '  of c r e d i t  ; vaFLab1e 
rat 6s , graduated payments 
f o r  low cost housing. 

MEANS OF VERIF ICAT ION 
, , .  . . . . . . .  

. . . .  . . .  ( A  . , ,  , , , , . , , , > .  ' :  . . 

-. - . - - 
2.  Periorlic review of SNAP/ 
.records.  

I i P O R T A t I T  ASSUI.(PTIONS 
Assunptions la ocbi-via* p a l  taruata: !A-4) . 

3. Review of.DM3AP ' . ' .  ., 

' p r o c ~ e d i n g s  '&d r egu la t ions . .  
f o r  e s t a b l i s ~ i . ~  ihtere ,s t . '  :" 
.rates-..- ::; .;: : .  ; , ' . . . . . .  

. . . . : .  . . 
, . .  

. . . . .  

. 4  I .. ~ e v i s w  of 'k tmjec t .  ' 

De1,ivery P lans ,  disbursement 
ri;cbrds 0% " DEW And 
assoc ia t ions .  , I  , , 

. , 

, . . . . . . .  . , . .  

. j. . , ~ev i+w o f '  SNAP. goy t f? , l i c  > 

. . . . . . .  ,And r e g u l a  t2gns  of .bECAP . . .  , , . : .  , , : 
. .' 
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'(5 ;,':DECAZ;~~~,..SNAP . . .  . , . .  r;cOids . . . .  :: ' ' .  , .  . . .  . . 

b. New bui ld ing  materials 
are incorporated i n t o  

___- 
. . construction -of, p r o j e c t s  . 

, . .  . . . .  . . , . . . . . .  
c. , :.New so lu t ion  types  are 

. ' .  accept;able . t o  f ami l i e s  
. with. incomes below t h e  * 

. . '  ' median. . 

2 ,  , That investments i n  f r e e  
' . .  

savlngs cont inue t o  
grow' and SNAP has  in- 

- . .  creased its sha re  of 
t h e  market by aggressive 
marketing. 

. . . . . . .  . . . . . . . . .  
. , Market . f&  d i v e r s i f i e d  . .  ', ' .. .( .. . l e i d i n g  m a  t e r  i a l i z e s  . 
. ! .. : . . < , . .  , . .  

. . 
'. . ' :;,, -. , " , . . . . . . .  . ,, . '. 
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P r i v a t e  Sector  Proioc: 'litlo h Nuaber: 

NbirCATlVE =U'.2UZY 

Prooron M S o c l a  Gool: Th. b x d ~  o S i ~ i v o  t o  

which lh is  po lwct  con~ribvlms: (A-1) 

5. (Dive r s i f i ca t ion ) .  Re-, 
or ien ta t ion  of SNAP'S asset; 
s t r u c t u r e  by d ive r s i fy ing  , 
i n ~ r e s t n ~ n t s  i n t o  short-term, 
higher  y i e l d  lending I 

I a c t i v i t i e s  . 
6.  ( m u c t i v i t y )  . SNAP has  
produced opera t iona l  and - - m e m e n t r e f o r m s  thiht 
improve product iv i ty  of S&L 
as soc ia t ions .  

. . , " 

Low Cost She1 t e r  

03JECTIVELY 'IERlFlhBLE INDICATORS 
I & a ~ v r r r  of Goo1 Achi-on,: (A.2) . , 

5. SNAP has generated at 
least $12 mi l l i on  i n  
i n t e r n a l  resources,  of 
which $4.8 mil l ion  is low 
cost f r e e  savings.  - ----- 

6. Associations with 
problems have improved 
s i t u a t i o n .  

1 .  a 

I, }.' . 

10 OQC*NILINC EATA FOP THE PAR 
REPORT. I T  NEED NO1 BE RETAINED 
OR SUDUITTE~J 

MEANS OF VERIFICATION 
(&3l .L . . .. * ' , . 8 a !  

. . I , .  

I I 

%t 
r 
1. 

, - I 
-- - 

_ __rC- - i 
- - 

. . 
- ,  

I 

l 

, . 

'* I . 

. . . . 
, 3 .  I . a  

. 
. : 

6 '  
. 

I , , . I  , 
, . ) .  , I  

I ,  . 

' I '  . 
& -, . . 

I . . 
' b  I(. . ) I  

I ,  ; 
? . .. . 

1 

PACE 1 - 
I ~ ~ ~ R T A t l T  ASJULlPTlONS 

A s ~ ~ p ~ i o n r  for mchi*vin.g loryala: (A-4) 
0 

1 

-- 

- .  

< , '  1 ,  - -  . . t 
I .  . 

I 1  

, I  

, ,, ' 
a * .  

* . 

. . . I  I .  a - . .  
*.a 4 * .,: 
I , .  

1 .  





Depurtnlent oj' State . 

PAGE 01 OF 8 2  STATE 8 2 9 9 8 9  9 0 1 5  8 1 0 6 0 9  A I D 4 6 9 6  
O R I G I N  A I D - 8 7  ................................................................ 
O R I G I N  OFF ICE  LADR-03  
l  NFD AALA-81  L A C E - 8 3  LAOP-B3  GC-01  GCLA-03 G C F L - 0 1  F H - 0 2  

HO-81 F H L B - 0 1  HUD-02 R E L O - B l  WAST-01 3 8 - 8 8  / 0 2 6  AB ................................................................ 
I N F O  O C T - 0 0  / a 0 7  R 

DRAFTED BY A I  D/LAC/DR: SSCHAEFFER: CER 
APPROVED BY A I  D /AA /LAC:  !lDBROUN (ACT I NGI  
A ID /LAC/DR:SESH lTH  

- AID/LAC/DR: I L E V Y  
A I  D/LAC/CEN: PFARL EY (DRAFT) 

- A ID /LAC/DP :  JPURCELL (ORAFT) 
A ID /PRE/H :  P V I T A L E  . 
A I  D/LAC/DR: THCKEE !DRAFT) 
A I D/L AC/DR: CL EOtiARD 
A I  D/LAC/DR: AJCAUTERUCCI ' ------------------ 8 1 5 1 4 5  8 4 8 7 3 3 2  / 2 3  
P 0 4 0 5 4 3 Z  FEB 8 2  
F M  SECSTATE UASHDC 
TO AHEMBASSY SAM JOSE P R I O R I T Y  
I N F O  AHEHBASSY TEGUCIGALPA P R I O R I T Y  

UUCLAS STATE 0 2 9 9 8 9  

- A l D A C  - FOR RHUDO 

TAGS: 

SUBJECT:DAEC REVIEW OF THE COSTA R I C A  SHELTER DEVELOPf lENT 
P I 0  ( 5 1 5 - H G - 0 8 7 ) .  

1. SURRARY. THE DAEC R E V i E V E D  AND 4PPROVED THE SUBJECT 
P I D  ON JANUARY 8, 1 9 8 2 .  THE FOLLOUIHG COMMENTS AtID 
GUIDANCE ARE PROVIDED TO A S S I S T  H l S S l J N  I N  PROJECT DEYELOP- 
H E N 1  AND PREPARATION OF THE PROJECT ?APER (PP) .  

2. PROJECT OBJECT IVES .  THE DAEC D ISCUSSED FOUR P O S S I B L E  
GBJECT IVES  FOR THE PROJECT, BASED ON CUR READING OF THE 
P I D  AND THE OVERALL ECCNOMIC S l T U A T l O t l  I N  COSTA R I C A :  
(1)  F INANCE LOW-COST HOUSl  NG COHSTRUCi I  ON; (2)  PROROTE 

P O L I C Y  CHANGES VH lCH UOULD RESULT I N  STRENGTHENED HOUSING 
F I N A N C E  INST ITUT IOWS;  (31 PROVIDE A FAST D I S B U R S I N G  
RFSOURCE TRANSFER TO COSTA R ICA ;  AND i4)  GENERATE ERPLOY- 
M E W .  TO SOME EXTEt lT,  THESE 0 6 J E C T l V E S  W I L L  BE K U T U A L L Y  

EXCLUSIVE,  THEREFORE, THE PP SHOULD BE CLEAR AS TO THE 
P R I O R I T Y  OF THE OBJECT IVES  L I S T E O  PBOVE.WITH RESPECT TO 
EHPLOYHEHT GENERATION, I F  T H l S  I S  A P R I t I C I P A L  O B J E C T I V E  
THE PP  SHOULD INCLUDE A D I S C U S S I O N  ON THE TYPE 3 F  ERPLOY- 
HEN1  AH0 NUHBER OF JOBS U H l C H  WILL  P O T E N T I A L L Y  BE GENERATED 
AS 4 RESULT OF THE PXOJECT AND ANALYZE AND RECOHfiEND 
PIETHODS OF CONSTRUCT l  OH THAT WILL  M A X l H l Z E  THE NUMBER OF 

JOBS CREATED. I N  ADDIT ION,  THE PP SHOULD INCLUDE A 
CURRENT A N A L Y S I S  OF ECONOHIC C f l I l D l T  l OWS AND THE POTEN- 
T I A L  EFFECT U H l C H  ECONOHIC S I T U A T I O N  COULD HAVE ON THE 
PROJECT. 

3 .  I N S T I T U T  l ONAL FOCUS. (A) THE M I  S S l O N  SHOULD CAREFULLY 
CONSIDER THE f l E R l T S  OF F0CU';ItIG ASSISTANCE SOLELY CN THE 
SCL SYSTEH AS OPPOSED TO THE BROADER APPAO4CH OF 
CHANNELLING F u r m s  THROUGH P R I V A T E  AND PGBL IC  INSTITUTIONS. 
THE F I N A N C I A L  P O S I T I O N  AH0 F E A S I B I L I T Y  OF U S I N G  THE 
VARIOUS ALTERNAT IVE  F I N A N C I A L  I N S T I T U T I O I J S  ZHOULD BE 
F U L L Y  D l  SCUSSEO. THE RAT IONALE  FOR THE 2 1  5 ;  1011 STRATEGY 
WITH  REGARD TO T H l S  I S Z a E  SHOUiD  BE 0I;CUSJED AND I T  
SHOULD BE DEHONSTRATEO HOU THE TECHNICAL ASS ISTANCE 

STATE 8 2 9 9 8 9  
SUPPORTS THE STRATEGY. 

Q U T G O  I NGANNEX ''I 
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(B) THE PP SHOULD INCLUDE A F U L L  A N A L Y S I S  OF THE S AND L 
SYSTEH BASED ON THE RECENT STUDY REFERENCED I N  THE P I D .  
T H l S  A N A L Y S I S  SHOULD EMPHASIZE  THE C R I T I C A L  ROLE AND 
R E L A T I O N S H I P  OF DECAP 1 0  THE I N D I V I D U A L  S A l l 0  L 'S .  THE 
PP SHOULD ADDRESS THE BROADER ISZUE OF THE V I A B I L I T Y  OF 
DECAP, T A K I N G  I N T O  ACCOUNT I T S  NEGAT IVE  RETURN ON INVEST-  
flENT, FOREIGN DEBT S E R V l C l N j  AND EXCHANGE R l S K  P O S I T I O N .  
I N  ADDIT ION,  THE F E A S I B I L I T Y  OF THE S AND L SYSTEM 
P R O V I D I N G  COUNTER PART FUNOING, AS UELL  AS OTHER ALTERNA- 
T I V E  SOURCES OF COUNTERPART FUNDING, SHOULD BE DISCUSSED 
I N  THE EVENT THAT THE DOLS. 5 . 8  H I L L  I O N  I N  ESF  FUl iOS I S  
NOT A V A I L  ABLE. 

(Cl  I F  THE M I S S I O N  DECIDES TO FOCUS ON THE S AND L 
SYSTEH AS THE P R I N C I P A L  CHANNEL OF F INANCING,  SUGGEST 
THAT H I S S I O N  CONSIDER USING DECAP FOR OVERALL PROJECT 
COORDINATION RATHER THAN R l N l S T R Y  OF HOUSING AND 
HURAN SETTLEMENTS. I N  ANY EVENT, THE PP SHOULD D E T A I L  
ROLE AND RESPOIlS l  B l l  l TY OF l NST l T U T l  OFlS INVOLVED AND 
ADDRESS THE ISSUE OF U H l C H  I N S T I T  I T I O N  U l L L  ALLOCATE BND 
HANAGE RESOURCES AND UHO W I L L  ASSUME THE R l S K  PR IOR TO 
THE SALE  OF THE U N I T S  1 0  THE BUYERS. 

4. A C C E P T A B I L I T Y  OF PROJECT TO PROPOSED B E N E F I C I A R I E S .  
BECAUSE THE PROPOSED HG REPRESENTS A MAJOR DEPARTURE 
FROM PAST  HGS I N  COSTA R I C A  I N  REGARD TO TYPES OF SHELTER 
AND COSTS, I T  NEEDS TO BE C X P L I C T L Y  DEflONSTRATED I N  THE 
SOCIAL  A N A L Y S I S  OF THE PP "HAT THE TRRGET GROUP U l l l  BE 
ABLE BND W I L L I N G  TO PAY FOR RND ACCEPT HOUSING U l T H  
'LOWER STANDARDS" AND FJONSIJBS l D l  ZED COSTS. THE D I S C U S -  
S l O H  SHOULD INCLUDE AN ANA.YSIS OF THE i lARKET SURVEY 
M I C H  THE M I S S I O N  I S  PLAWl i lF lG TO CONDUCT AND S P E C I F I C A L L Y  
ADDRESS THE S I Z E  OF THE POTENTIAL  TARGET GROUP, HOUSE- 

HOLD BUDGET DATA  AND E F F E C T I V E  DEMAND. THE PP SHOULD 
DEHONSTRATE THE R E C E P T I V I T Y  AND A F F O R D A B I L I T Y  OF I N T E -  
REST RATES PROPOSiO I N  THE PROJECT. THE PP SHCULD 
PROVIDE A CAREFUL A t JALYS IS  OF RECENT TRENOS I N  INTEREST 
RATES AS UELL AS FORECAST WHAT THE INTEREST RATES 
MIGHT BE DURING L I F E  OF PROJECT. THE PP SHOULO ALSO 
EXAHINE  THE SLIPPLY OF HOUSES, INCLUDING A D I S C U S S I O N  
OF HOUSING PROVIDED UNDER E X I S T I N G  HG. 

5.  FUNDING. BASED ON THE SLOU IMPLEFENTAT ION RECCRD 
OF THE CURRENT HG AN0 G I V E N  THE I N A B I L I T Y  ACCURATELY 
TO PREDICT  ECONOHIC C O N D I I  I O N S  I N  COSTA 2 I C A  1 x 0  YEARS 
HENCE, THE DAEC APPROVED trFILY DOLS 28 .8  R I L L  l  ON FOR 
THE PROJECT R A T H E R  T H A N  T ~ E  001s 4 0 . 0  n l L L l o t 4  PROPOSED 
I N  THE P I D .  SUBJECT TO At l  EVALUAT ION OF TYE PROJECT 
I N  1 9 8 4  AND AN A N A L Y S I S  O r  THE COSTA R l C A N  ECONOMIC 
S I T U A T I O N  AT THAT T IME ,  A REQUEST 3 F  AN A D D I T I O N A L  
DOLS 2 0 . 0  H I L L I O N  COULD BE MADE, I F  APPROPRIATE.  

6. URBAN Ef lPLOYf lENT AND COHHUNITY IRPROVEf lENT HG 
1 5 1 5 - H G - 8 0 6 ) .  AN A t iALYS I  3 OF THE PROBLEf lS WHICH 9AVE  

AFFECTED 515 -HG-006 ,  HS V ! L L  AS A D l S C U S S l C N  OF HOV 
THE PROPOSED NEW HG A D D R E X E S  THESE CONCERNS, SHOULD 
BE INCLUCED I N  THE PP. 1'4 ADDIT I J :~ ,  THE STATUS A l l 9  THE 
L I N K ,  I F  AFlY BETWEEN THE ;RAPIT FUNDED TECHNICAL A S S I S -  
TAtICE UNDER THE URBAN EMPLOYYEFIT PROJECT AND THE A;Sl:- 
TANCE CALLED FOR I N  THE PPESENT P I D  SHOULO BE EXPL4 INED.  
THE PP SHOULD INCLUDE A P R O V I S I O N  THf iT INVU U l L L  NOT 
BE E L I G I B L E  TO P l R T l C l P A T E  I N  :HE PROPOSEC HG U N T I L  I T  
HAS DEHONSTRATED THAT A C T I V I T I E S  IIHDER THE SURRENT HG 
COULD BE COHPLETEO I N  A RESONLBLE i l n E  FRAME. 

7 .  PLEASE NOTE THAT I T  I S  BUREAU P O L I C Y  THAT HGS SHOlJ lD 
BE CONTRACTED U l  TH I N  E l  GHTEEN WONTHS AFTER BE l f J ~  AIJTHORT- 

ZED BARRI WG EXTRAORDINARY c I RCUHSTANCES. 

U N C L A S S  I f 8 .  ,,EASE ADVISE A ,D /Y  i s  TO T l n l N i i  OF NEED FOR rrr 
TOY ASS ISTANCE ASAP. H A l G  
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GUARANTY AUTHORIZATION 

PROJECT NO. 51 5-HG-007 

PROVIDED FROM: Housing Guaranty A u t h o r i t y  

FOR The Government of Costa Rica 

Pursuant t o  t h e  a u t h o r i t y  vested i n  t h e  Ass is tan t  Admin is t ra tor ,  Bureau f o r  
L a t i n  America and t h e  Caribbean, by t h e  Foreign Assistance Act  o f  1961, as 
amended (FAA), and t h e  de lega t ions  o f  a u t h o r i t y  issued thereunder, I hereby 
au thor i  ze t h e  issuance t o  e l  i g i  b l e  U.S. i nves to r s  ( I n v e s t o r )  a c c e ~ t a b l e  t o  
A.I.D. o f  guarant ies  pursuant t o  Section 222 o f  t h e  FAA o f  n o t  t o  exceed 
Twenty M i  11 i o n  Do1 l a r s  ($20,000,000) i n  f ace  amount. The guarant ies  s h a l l  
assure aqa ins t  losses ( o f  n o t  t o  exceed one hundred percent  (100%) o f  l oan  
investment and i n t e r e s t )  w i t h  respect  t o  loans, i nc l ud ing  any re f i nanc ings  
thereof ,  made t o  f i nance  housing p r o j e c t s  i n  Costa Rica. 

These quarant ies  s h a l l  be sub jec t  t o  t h e  f o l l o w i n g  terms and cond i t i ons :  

1. Term o f  Guaranty: The loans may extend f o r  a  pe r i od  o f  up t o  t h i r t y  
years  (30) f rom the  date o f  disbursement and may i nc l ude  such terms 
and cond i t i ons  as s h a l l  be acceptable t o  A.I.D. The guarant ies  o f  
t he  loans s h a l l  extend f o r  a  pe r i od  beginning w i t h  t he  disbursements 
o f  t he  loans and s h a l l  con t inue  u n t i l  such t ime as t h e  loans have 
been p a i d  i n  f u l l .  

2. I n t e r e s t  Rate: The r a t e  o r  r a t e s  o f  i n t e r e s t  payable t o  t he  I nves to r  
pursuant t o  t h e  loans s h a l l  n o t  exceed t h a t  p resc r ibed  pursuant t o  
Sect ion 223 ( f )  o f  t h e  FAA and s h a l l  be cons i s t en t  w i t h  r a t e s  o f  
i n t e r e s t  gene ra l l y  a v a i l a b l e  f o r  s i m i l a r  types o f  loans made i n  t he  
long term U.S. c a p i t a l  markets. 

BEST AVAILABLE COPY 



3. - Fee: The fee of t h e  Uni ted S ta tes  s h a l l  be payable i n  d o l l a r s  and 
s h a l l  be one-hal f  percent  (1/2%) p e r  annum o f  t h e  0 d t ~ t a n d i n g  
quarant ied amount of t h e  loans p l u s  a f i x e d  amount eaual t o  one 
percent (1%) of  t h e  amount of t h e  loans author ized o r  any p a r t  
thereof,  t o  be pa id  as A.I.D. may determine upon disbursement o f  t h e  
loans. 

4. Other Terms and Condit ions:  The quarant ies  s h a l l  be sub jec t  t o  such 
o t h e r  terms and cond i t i ons  as A.I.D. may deem necessary. 

Ot to  J. Reich 
Ass is tan t  Admin is t ra to r  

Bureau f o r  L a t i n  h e r i c a  and t h e  Caribbean 

Dat ~i 

Clearances: 
PRE/ KID: FAHansen 
?RGHUD:PV~ t a l e  
M/FM/LMD:ESbens 
GC/LAC :BVeret 
LAC/DR: DJo hnson 

Date 
Date 
Date 
Date - - 

Date 



THE HOUSING GUARANTY PROGRAM 

STATUTORY CHECKLIST 

COSTA R I C A  

PROJECT NO. 51 5-HG-007 

ANSWER Y ES/NO, PUT PP PAGE 
REF ERE NCES AND/OR EXPLANATIONS 
WHERE APPROPRIATE 

A. General C r i t e r i a  l hde r  HG S ta tu to r y  
Au t h o r i  t y  . 
Sect ion 221 (a )  

W i l l  t h e  proposed p r o j e c t  meet t h e  
f 01 lowing c r i  t e r i  a. 

(1 )  i s  intended t o  increase t h e  a v a i l a -  
b i l i t y  o f  domestic f i nanc ing  by 
demonstrat ing t o  l o c a l  entrepreneurs 
and i n s t i t u t i o n s  t h a t  p rov i d i ng  low- 
cos t  housing i s  f i n a n c i a l l y  v iab le ;  

(2 )  i s  in tended t o  a s s i s t  i n  marsha l l i ng  
resources f o r  low-cost housing; 

(3 )  supports a p i  l o t  p r o j e c t  f o r  low-cost 
she l t e r ,  o r  i s  in tended t o  have a 
maximum demonstration impact on 
l o c a l  i n s t i t u t i o n s  and n a t i o n a l  
po l i c y ;  ana, 

( 4 )  i s  in tended t o  have a long  run  goal  
t o  develop domestic cons t ruc t i on  
c a p a b i l i t i e s  and s t i m u l a t e  l o c a l  
c r e d i t  i n s t i t u t i o n s  t o  make 
a v a i l a b l e  domestic c a p i t a l  and 
o the r  manaqement and techno log ica l  
resources reau i red  f o r  e f f e c t i v e  low 
cos t  s h e l t e r  programs and p o l i c i e s .  

Sect ion 222(a1 

YES 

YES 

YES 

W i  11 t h e  issuance o f  t h i s  guaranty cause 
t he  t o t a l  face  amount o f  guarant ies  issued 
and outs tanding a t  t h i s  t ime  t o  be  i n  
excess of $1,718,000,000? 

W i l l  t h e  guaranty be issued p r i o r  t o  
September 30, 1984? 

YES 

YES 



Sect ion 222(b)  

W i  11 t h e  proposed guaranty  r e s u l t  i n  
a c t i v i t i e s  which emphasize: 

( 1  ) ~ r o j e c t s  D r o v i d i n g  improved home 
s i t e s  t o  poor  f a m i l i e s  on which t o  
b u i l d  s h e l t e r  and r e l a t e d  se rv i ces ;  
o r  N 0 

(2 )  p r o j e c t s  compri sed o f  expandable 
co re  s h e l t e r  u n i t s  on s e r v i c e d  s i t e s ;  
o r  YES 

(3 )  slum upgrad ing p r o j e c t s  designed t o  
conserve and improve e x i s t i n g  s h e l t e r ;  
o r  N 0 

( 4 )  s  he1 t e r  p r o j e c t s  f o r  1  ow-i ncome people  
designed f o r  demonst ra t ion  o r  i n s t i t u -  
t i o n  b u i l d i n g ;  o r  YES 

( 5 )  community f a c i l i t i e s  and s e r v i c e s  i n  
support  o f  p r o j e c t s  a u t h o r i z e d  under 
t h i s  s e c t i o n  t o  improve t h e  s h e l t e r  
occupied by t h e  poor? 

Sect ion 222(c)  

If t h e  p r o j e c t  r e a u i r e s  t h e  use o r  con- 
s e r v a t i o n  o f  energy, was c o n s i d e r a t i o n  
g i ven  t o  t h e  use o f  s o l a r  energy 
techno log ies ,  where economical 1  y  o r  
t e c h n i c a l l y  f e a s i b l e ?  YES 

Sect ion 223(a) 

W i l l  t h e  A.I.D. guaranty  f e e  be i n  an 
amount a u t h o r i z e d  by A.I.D. i n  accordance 
w i t h  i t s  de legated powers? YES 

Sect ion 2 2 3 ( f )  

I s  t h e  maximum r a t e  o f  i n t e r e s t  a l l o w a b l e  
t o  t h e  e l i a i b l e  U.S. Inves to r ,  as 
p r e s c r i b e d  by t h e  Admin is t ra to r ,  n o t  more 
than one pe rcen t  (1%) above t h e  c u r r e n t  
r a t e  o f  i n t e r e s t  a p p l i c a b l e  t o  housing 
mortgages i n s u r e d  by t h e  Department o f  
Housing and Urban Development? YES 



Sect ion 2 2 3 ( j )  

(1 ) W i  11 t he  proposed Housing Guaranty 
be coord inated w i t h  and complementary 
t o  o the r  development ass is tance i n  t h e  
host  coun t ry?  

(2 )  W i l l  t h e  proposed Housing Guaranty 
demonstrate t h e  f e a s i b i  1  i t y  o f  
p a r t i c u l a r  k i nds  o f  housing and o the r  
i n s t i t u t i o n a l  arrangements? 

YES 

YES 

(3 )  I s  t h e  p r o j e c t  designed and planned 
by A.I.D. so t h a t  a t  l e a s t  n i n e t y  
percent (90%) o f  t h e  face  va lue 
o f  t he  proposed guaranty w i  1  1  be f o r  
housing s u i t a b l e  f o r  f a m i l i e s  below 
t h e  median urban income f o r  housing 
i n  urban areas, i n  t h e  hos t  coun t ry?  YES 

( 4 )  W i l l  t he  issuance o f  t h i s  guaranty 
cause t he  f ace  va lue o f  guarant ies  
issued w i t h  respect  t o  t h e  host  coun t ry  
t o  exceed $25 m i l l i o n  i n  any f i s c a l  
yea r?  

( 5 )  W i l l  t h e  issuance o f  t h i s  guaranty 
cause the average f ace  va lue o f  a1 1 
housing quarant ies  issued i n  t h i s  
f i s c a l  yea r  t o  exceed $15 m i l  l i o n ?  

Sect ion 238(c) 

W i  11 t he  guaranty agreement p rov ide  t h a t  
w i l l  cover on l y  lenders  who a r e  " e l i g i b l e  
i nves to r s "  w i t h i n  t h e  meaning o f  t h i s  
sec t i on  o f  t he  s t a t u t e  a t  t h e  t i m e  t he  
~ u a r a n t y  i s  issued? YES 

B. C r i t e r i  a  Under General Forei  qn Assistance 
Act  Au tho r i t y .  

Sect ion 620/620A 

(a )  Does t h e  host count ry  meet t h e  qeneral  
c r i t e r i a  f o r  coun t ry  e l  i g i b i  1  i t y  under 
t h e  Foreign Assistance Ac t  as s e t  f o r t h  
i n  t h e  coun t ry  e l i g i b i l i t y  c h e c k l i s t  
prepared a t  t h e  beginning o f  each year?  YES 



( 2 )  Is there any reason t o  be1 i e v e  t h a t  
circumstances have changed i n  the  host 
country so t h a t  i t  would now be i n -  
e l  i q i b l e  under the  country s ta tu tory  
check1 i s t ?  NO 



TECHNICAL FEASIBILITY-ANNEX V I  (VI-1) 

The Permit  and Cons t ruc t  i on  I n s p e c t  i on  P roces s  

The t ime r e q u i r e d  t o  o b t a i n  a  permi t  f o r  s u b d i v i s i o n  and hous ing  
c o n s t r u c t i o n  i s  of  g r e a t  impor tance  t o  t h e  e f f i c i e n t  and r a p i d  u t i l i z a t i o n  of  
f i n a n c i a l  r e s o u r c e s .  Development t ime i s  d i r e c t l y  r e l a t e d  t o  f i n a n c i n g  c o s t .  

There a r e  two major  pe rmi t  c a t e g o r i e s .  One d e a l s  w i t h  t h e  s i n g l e  
s t r u c t u r e  c o n s t r u c t i o n  which r e p r e s e n t s  about  80 p e r c e n t  of  t h e  t o t a l  hous ing  
p roduc t ion .  The s i n g l e  s t r u c t u r e  pe rmi t  p r o c e s s  i s  l e s s  cumbersome t h a n  t h e  
one f o r  p r o j e c t s ,  r e q u i r i n g  a s  an average  t h r e e  weeks t o  one month f o r  i t s  
i s s u a n c e  i f  no r e g u l a t o r y  v a r i a n c e s  a r e  sough t .  

A. S i n g l e  S t r u c t u r e  Pe rmi t s  

The f i r s t  s t e p  i s  t h e  app rova l  by t h e  M i n i s t r y  of  Heal th .  C o n c u r r e n t l y ,  
CFAI a f i x e s  a  s e a l  t o  c e r t i f y  t h a t  t h e  p r o j e c t  i s  des igned  by an a r c h i t e c t  o r  
e n g i n e e r  who i s  r e s p o n s i b l e  f o r  r e g u l a t o r y  compl iance  and f o r  c o n s t r u c t i o n  
q u a l i t y  c o n t r o l .  T h i s  s t e p  t a k e s  approximate ly  e i g h t  working days .  

The second s t e p  i s  t h e  app rova l  of  t h e  m u n i c i p a l i t y  which r e q u i r e s  a n o t h e r  
e i g h t  working days .  The Department of  Urban Development ( INW)  rev iews  t h e  
P l a n s  t o  a s c e r t a i n  c o s t s  on which mun ic ipa l  t a x e s  a r e  based and t o  e n s u r e ,  
th rough i t s  F inanc ing  Department ,  t h a t  any t a x  o b l i g a t i o n s  on t h e  p r o p e r t y  
have been f u l l y  pa id .  When t h e  Water A u t h o r i t y  i s  t o  p r o v i d e  w a t e r  and sewer 
s e r v i c e s  i n  t h a t  m u n i c i p a l i t y ,  i t s  app rova l  i s  a l s o  r e q u i r e d ,  t a k i n g  a n o t h e r  
e i g h t  days .  Occupancy p e r m i t s  a r e  n o t  i s s u e d  by o f f i c i a l  agenc i e s .  A 
r e g i s t e r e d  a r q u i t e c t / e n g i n e e r  i s  r e q u i r e d  t o  c e r t i f y  t o  t h e  owner o r  
f i n a n c i n g  e n t i t y  t h a t  t h e  work has  been completed a s  specf ' i ed  i n  c o n s t r u c t i o n  
documents. 

B .  Project Permits 
Pe rmi t s  f o r  hous ing  development p r o j e c t s  (Asentamientos)  a r e  cumbersome 

and t ime consuming t a k i n g ,  a t  b e s t ,  around f o u r  months. Approvals  a r e  
r e q u i r e d  d u r i n g  t h e  p r e l i m i n a r y  o r  s chema t i c  s t a g e ,  and a  second a p p r o v a l  
p r o c e s s  r e l 2 t e s  t o  f i n a l  c o n s t r u c t i o n  documenta t ion .  The f i r s t  p r o c e s s  h a s  
f o u r  rev iew a c t i v i t i e s  conducted  c o n s e c u t i v e l y ,  n o t  c o n c u r r e n t l y :  a )  t h e  
schemat ic  d e s i g n  i s  submi t t ed  t o  t h e  E l e c t r i c  I n s t i t u t e  t o  d e t e r m i n e  i f  any 
e x i s t i n g  o r  proposed u t i l i t y  easements  might  be a f f e c t e d  by t h e  p r o j e c t ;  b) 
t h e  p r o j e c t  i s  submi t t ed  t o  t h e  Pub l i c  Works M i n i s t r y  t o  a s s e s s  t h e  P r o j e c t ' s  
concu r rence  wi th  e x i s t i n g  o r  proposed road ne tworks ;  c )  t h e  d e s i g n  i s  
submi t ted  t o  INW t o  de t e rmine  r e g u l a t o r y  compl iance .  Becween 8VL and 85% of 
a l l  p r o j e c t s  submi t ted  t o  INW have r e q u i r e d  m o d i f i c a t i o n s .  F i n a l l y ,  t h e  
m u n i c i p a l i t y  a s c e r t a i n s  compl iance  w i t h  mun ic ipa l  p l a n s .  I t  should  be no ted  
t h a t  m u n i c i p a l i t i e s  no t  w i l l i n g  t o  a c c e p t  low-income housing u n i t s  o f t e n  
u t i l i z e  t h i s  review t o  d i s c o u r a g e  t h e  a p p l i c a n t .  

Once t h e  d e s i g n  i s  approved ,  work b e g i n s  on n e c e s s a r y  c o n s t r u c t i o n  
documents which must be submi t t ed  f o r  f i n a l  app rova l .  This  p r o c e s s  i nvo lves :  
a )  documents a r e  reviewed by ICE, t hen  t h e  Water a u t h o r i t y ;  b ) submis s ion  t o  
t h e  M i n i s t r y  of  Heal th  and r e g i s t r a t i o n  wi th  t h e  F e d e r a t i o n  of A r q u i t e c t s  and 



E n g i n e e r s  (CFAI) ;  and c )  t h e  d o c u m e n t s  a r e  s u b m i t t e d  t o  t h e  m u n i c i p a l i t i e s  f o r  
t h e  i s s u a n c e  o f  t h e  c o n s t r u c t i o n  p e r m i t .  

The m u l t i p l e  j u r i s d i c t i o n s  i n v o l v e d  i n  p r o j e c t  a p p r o v a l s  c o n s t i t u t e  a n  
o b s t a c l e  t o  t h e  e f f i c i e n t ,  a n d ,  t h e r e f o r e ,  l e a s t - c o s t  r e v i e w  o f  HG p r o g r a m  
t y p e  p r o j e c t s .  It i s  e x p e c t e d  t h a t  a  l a r g e  m a j o r i t y  o f  t h e  new s o l u t i o n s  w i l l  
b e  i n d i v i d u a l  u n i t s  wh ich  would  i n v o l v e  t h e  l e s s  cumbersome,  f i r s t  p r o c e s s  
d e s c r i b e d .  Home i m p r o v e m e n t s  c a n  b e  c a r r i e d  o u t  w i t h  m i n i m a l  a p p r o v a l s  
d e p e n d i n g  o n  t h e  n a t u r e  o f  t h e  improvement s  b e i n g  c a r r i e d  o u t .  

C. S&L P r o j e c t  A p p r o v a l  a n d  C o n s t r u c t i o n  P r o c e s s :  

1. The b u i l d e r  p r e s e n t s  t h e  S&L w i t h  t h e  l i s t  o f  d o c u m e n t s  r e q u i r e d  by 
t h e  FHA d i v i s i o n  o f  DECAP f o r  a  " g u a r a n t y  commitment".  The g u a r a n t y  
commitment i s  a  p r o m i s e  t o  p r o v i d e  FHA i n s u r a n c e  on t h e  h o u s e s  o n c e  t h e y  a r e  
s o l d  t o  e l i g i b l e  p u r c h a s e r s  a n d  m o r t g a g e s  r e g i s t e r e d  i n  t h e  name o f  t h e  S&L 
l e n d e r .  

2 .  The S&L e v a l u a t e s  t h e  l o c a t i o n  o f  t h e  p r o p o s e d  s i t e ,  i t s  t o p o g r a p h y  
a n d  a c c e s s ,  a s  w e l l  a s  t h e  p l a n s  a n d  s p e c i f i c a t i o n s .  I f  t h e  S&L d e c i d e s  t h a t  
t h e  p r o j e c t  q u a l i f i e s  f o r  f i n a n c i n g ,  i t  s e n d s  t h e  d o c u m e n t a t i o n  t o  DECAP w i t h  
t h e  o p i n i o n  o f  t h e  S&L1 s t e c h n i c a l  d e p a r t m e n t .  

3.  DECAP h a s  a  t e c h n i c a l  d e p a r t m e n t  wh ich  r e v i e w s  t h e  p l a n s  and  
s p e c i f i c a t i o n s  o f  t h e  SbL, and  t h e n  a p p r o v e s ,  d i s a p p r o v e s ,  o r  r e q u e s t s  c h a n g e s .  

4. Once a p p r o v e d  by t h e  FHA d e p a r t m e n t ,  DECAP i s s u e s  a  g u a r a n t y  
commitment and  s e n d s  t h e  d o c u m e n t s  back  t o  t h e  S&L. (DECAP c h a r g e s  a  f e e  o f  
0 .5  % o n  t h e  o u t s t a n d i n g  m o r t g a g e  v a l u e  d u r i n g  t h e  t e r m  o f  t h e  l o a n  f o r  t h e  
i n s u r a n c e .  

C o n s t r u c t i o n  q u a l i t y  i s  c o n t r o l l e d  by t h e  a r q u i t e c t / e n g i n e e r  who r e g i s t e r s  
t h e  p r o j e c t  and who i s  l i a b l e  f o r  a n y  c o n s t r u c t i o n  d e f e c t s  f o r  o n e  t o  two 
y e a r s  a f t e r  c o m p l e t i o n  o f  t h e  p r o j e c t .  He m u s t  s u b m i t  t o  CFAI a  l o g  o f  
p e r i o d i c  c e r t i f i c a t i o n s  o f  i n s p e c t i o n ,  d e m o n s t r a t i n g  t h a t  c o n s t r u c t i o n  i s  
p r o c e e d i n g  a c c o r d i n g  t o  a p p r o v e d  s p e c i f  i c a c i o n s .  Normal ly  i n s p e c t  i o n  s e r v i c e s  
a r e  c o n t r a c t e d  by t h e  b u i l d e r ,  and  u s u a l l y  t h i s  h a s  worked w i t h o u t  
c o m p l i c a t i o n .  However,  o n e  m u t u a l  r e q u i r e s  t h a t  t h e  i n s p e c t i o n  f e e  be  p l a c e d  
i n  a n  e s c r o w  a c c o u n t  t o  c o n t r o l  p r o j e c t  d e v e l o p m e n t  and t h e  q u a l i t y  o f  
c o n s t r u c t i o n .  

L e n d i n g  i n s t i t u t i o n s  m a i n t a i n  t h e i r  own t e c h n i c a l  s t a f f s .  O f t e n ,  h o w e v e r ,  
t h e y  a r e  n o t  a c c r e d i t e d  p r o f e s s i o n a l s  s i n c e  t h e i r  f u n c t i o n  i s  t o  d e t e r m i n e  
u n i t s  o f  work c o m p l e t e d  r a t h e r  t h a n  t o  v e r i f y  t h e  q u a l i t y  o f  work p e r f o r m e d .  
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P r o j e c t  L o c a t i o n  : Costa ,Rica 

P r o j e c t  T i t l e :  Savings and Loan Low Cost  Housing Development 
(515-HG-007) 

Funding: 

IEE Prepared by: 

FY 1982: Housing Guaranty Loan - $20 n i l l i o n  
FY 1983:- $0.3 m i l l i o n  Grant. 

V i c t o r  R ive ra ,  Engineer,  RHO, Panama 
J u l y ,  1982 

E n v i r o n m e n t a l ' A c t i o n  Recommended: The USAID P r o j e c t  Committee has 
under taken an I n i t i a l  Env i ronmenta l  Examinat ion  o f  t h e  p o t e n t i a l  
impacts  o f  t h e  proposed Program and has a r r i v e d  a t  a recomflendation o f  
a Nega t i ve  De te rm ina t ion .  No adverse env i ronmenta l  impacts  a r e  a n t i c i -  
pated.  

M i s s i o n  D i r e c t o r ' s  
' Concurrence: 

/ 

D a n i e l  C h a i j  
Di  r e c t o r  
USAID/Costa R ica  



DISCUSSIOIV OF ENVIRONMENTAL IMPACTS 

Several of the  program elements such a s  t he  home improvement loans 

and t h e  i n s t i t u t i o n a l  development ' ac t iv i  t i e s  mechanisms wi 11 have no 

environmental impact. 

The program w i  11 undertake the  f inancing of individual  so lu t ions  

a s  we1 1 a s  medium-size construct ion pro jec ts .  These a c t i v i t i e s  wi 11 be 

developed throughout t he  country. Adverse environmental impact wi l l  hap- 

pen only where land wi l l  be c leared  and prepared f o r  new construct ion.  

Special considerat ions should be taken on high s lopes because of heavy 

r a i n f a l l  condi t ions in  Costa Rica and poten t ia l  problems of erosion.  

The poten t ia l  impacts have been i d e n t i f i e d  through the  use of an 

Iinpact I d e n t i f i c a t i o n  and Evaluation Form at tached below. 

A. Land Use.. The construct ion preparat ion wi l l  obviously change 

c h a r a c t e r i s t i c s  p r inc ipa l ly  when medium s ized  pro jec ts  a r e  b u i l t .  

These p ro j ec t s  would forec lose  o the r  uses while the  small p ro j ec t s  wi l l  

have reduced land use impacts. Applying a proper s e l e c t i o n  c r i t e r i a .  wi l l  

assure  t h a t  o the r  land uses a s  important a s  low-cost housing wi l l  be 

considered. 

0.  . Water Quality.  Water q u a l i t y  is  not expected t o  be a problem 

i n  urban areas  s i n c e  = most c i t i e s  have in tegra ted  systems with t r e a t -  

ment p lan ts .  Provisions should be taken t o  minimize water po l lu t ion  
r. . 

because of t h e  use of Imhoff and s e p t i c  tank sewerage - sys t ems~ tha t  wil l  -*. 

be constructed in  l e s s  urbanized areas .  There i s ,  however, a tendency 

i n  Costa Rica t o  build 1mhoff tanks r a t h e r  than s e p t i c  i n ' r u r a l  areas .  



The former provides a better sewage treatment because water i s  retained 

for longer periods of time. A. y A. (potable, k t e r  and Sewerage System 
I 

Inst i tute)  i s  able to provide potable water i f  project s i t e s  are below 

the elevation of 1,300 meters. A. y A.'s water treatment plant' i s  a t  

this  elevation, and San Jose i s  approximately 1,100 meters above sea 

level . 
C. Atmospheric. The program will cause no adverse environmental 

impact on a i r  or noise. However, there are some hurricane prone areas 

in the country such as Lim6n and surrounding areas. In these regions 

project s i t e s  should be located fa r  from the shore, or protected by a 

h i l i  or t ree barrier. 

D. Natural Resources. The program will not affect natural re- 

sources a t  al 1. 

E. Cultural. If the new urbanization standards are approved the 

generous lo t  sizes and urbanization standards which included wide s t ree ts ,  

communal areas and extensive parks will be affected. Such amenities are 

beyond the paying capacity of most low income families and will be 

eliminated over time. The tradition of heavily subsidized housing w i t h  

ample dimensions and  f ac i l i t i e s  will change. 

IMPACT IDENTIFICATION AND EVALUATION FORM 

A. Land Use. 

1. Changing the character of the land through: 



a. Increasing the population 

b. Extracting natural resources 
F 

c. Land c lear ing , 

d.  Changing so i l  character 

2. A1 t e r i  ng natural defenses 

3. Foreclosing important uses 

4. Jeopardizing man o r  h i s  work 

Water Qua1 i ty. 

1. Physical s t a t e  of water 

2. Chemical and biological s t a tus  

3.  Ecological balance 

Atmospheric. 

1. Air additives 

2. Air pollution 

3. Noise pollution 

4. Hurricanes 

Natural Resources. 

1. Diversion, a l tered use of water 

2. Irreversible,  ine f f ic ien t ,  commitments 

Cultural . 
1. Altering physical symbols 

2. Dilution of cultural  t radi t ions  

Soci o-Economic. 

1. Changes in economic/employment patterns 

2. Change in population 

3. Changes in cultural  patterns 



Impact Areas and Sub-Areas 

G. Health. v 

1. Changing a natural environment- ' 

2. El iminating an ecosystem element 

H. General. 

1. International impacts 

2. Controversial impacts 

3. Larger program impacts 

The following are the synlbols used: H - high environmental impact 
U - Unknown environmental impact 
N - No environmental impact 

L - Little environmental impact 
M - Moderate environmental impact 



SOCIAL SOUNDNESS-ANNEX VIII ( V I I I - 1 )  

IDENTIFICATION OF THE TARGET POPULATION AND ITS NEEDS 

The r e s e a r c h  b a s e  i n  C o s t a  R i c a  i s  g o o d ,  b u t  i n f o r m a t i o n  p e r t i n e n t  t o  t h e  
h o u s i n g  s e c t o r  m u s t  be  p i e c e d  t o g e t h e r  f r o m  d i f f e r e n t  s o u r c e s  s i n c e  t h e  ways 
o f  c l a s s i f y i n g  i n f o r m a t i o n ,  t h e  v a r i a b l e s  u s e d ,  and  t h e  t i m e  p e r i o d s  v a r y  
w i d e l y .  

A. The Urban-Rura l  D i s t r i b u t i o n  

D e s p i t e  t h e  p r e d o m i n a n c e  o f  a g r i c u l t u r e  i n  t h e  economy o f  C o s t a  ~ i c a ,  
a l m o s t  h a l f  o f  t h e  p o p u l a t i o n  l i v e s  i n  u r b a n  c e n t e r s .  The d e n s e s t  a r e a  i s  t h e  
c e n t r a l  p l a t e a u  which  i s  d e l i n e a t e d  by two v o l c a n i c  c h a i n s ,  and  w h e r e  f o u r  
p r o v i n c e s  c n n v e r g e  ( S a n  J o s e ,  A l a j u e l a ,  C a r t a g o ,  a n d  H e r e d i a ) .  B e c a u s e  o f  
t h i s  a r e a ' s  u r b a n  n a t u r e  and  i t s  g e o g r a p h y ,  d a t a  a r e  o f t e n  d i v i d e d  by " C e n t r a l  
V a l l e y "  and  "Res t  o f  t h e  Country" .  The f o r m e r  i s  c o m p r i s e d  o f  t h e  f o u r  
c e n t r a l  ~ r o v i n c e s ,  w i t h  t h e  e x c e p t i o n  o f  n i n e  ~ e r i p h e r a l ,  u n d e r p o p u l a t e d  
" c a n t o n e s " .  The " R e s t  o f  t h e  Coun t ry"  i n c l u d e s  t h e  w e s t e r n ,  c a t t l e - p r o d u c i n g  
p r o v i n c e  o f  G u a n a c a s t e ,  t h e  two c o a s t a l  p r o v i n c e s  o f  ~ i m o n  and  P u n t a r e n a s ,  and  
t h e  n i n e  c a n t o n e s  m e n t i o n e d  a b o v e .  w h i l e  t h e  c e n t r a l  p r o v i n c e s  h a v e  o n l y  
a b o u t  40% o f  t h e  n a t i o n a l  t e r r i t o r y  ( 2 0 . 2 ~ ~ ) ,  t h e y  h a v e  64% o f  t h e  c o u n t r y ' s  
p o p u l a t i o n ,  and 79% o f  t h e  t o t a l  u r b a n  p o p u l a t i o n .  The f o l l o w i n g  t a b l e  shows 
t h e  p r o p o r t i o n  o f  u r b a n  p o p u l a t i o n  f o r  t h e  two g e o g r a p h i c  c a t e g o r i e s .  The 
C e n t r a l  V a l l e y  i n c l u d e s  t n e  H e t r o p o l i t a n  A r e a  o f  San J o s e  which  i s  d i s p l a y e d  
i n  p a r e n t h e s e s .  

E s t .  Urban P o p u l a t i o n  and  H o u s e h o l d s  (YHs) 
bv C e n t r a l  V a l l e v  and R e s t  o f  t h e  C o u n t r v  - 1981  

T o t .  Pop. ~ r b .  Pop. % Urb.  Tot.HHs Urb.HHs %Urb.HHs 

C e n t r a l V a l l e y  1 , 4 6 3 . 2  849 .8  58.1% 310.7  1 9 4 . 3  62.5% 
( H e t r .  A r e a )  ( 6 3 8 . 1 )  ( 5 6 7 . 3 )  ( 8 8 . 9 % )  ( 1 3 9 . 5 )  ( 1 2 4 . 1 )  ( 8 8 . 9 % )  

TOTALS 

S o u r c e :  " E n c u e s t a  N a c i o n a l  d e  H o g a r e s  - Empleo y  Desempleo" ,  M i n i s t e r i o  d e  
~ c o n o m i a ,  I n d u s t r i a  y  Comerc io ,  D i r e c c i o n  G e n e r a l  d e  E s t a d i s t i c a  y  C e n s o s /  
M i n i s t e r i o  c e  T r a b a j o  y  S e g u r i d a d  S o c i a l ,  D i r e c c i o n  G e n e r a l  d e  P l a n i f i c a c i o n  
d e l  T r a b a j o  y  Empleo.  Nov. 1981.  

A l t h o u g h  s t a t i s t i c a l  e v i d e n c e  i s  n o t  a v a i l a b l e ,  a p a t t e r n  o f  r e v e r s e  
m i g r a t i o n  i s  b e g i n n i n g  t o  be  n o t e d , i . e .  u r b a n  d w e l l e r s  r e l o c a t i n g  i n  
a g r o - i n d u s t r i a l  a r e a s  i n  s e a r c h  o f  work.  I f  t h i s  t r e n d  i s  c o n f i r m e d ,  i t  may 
i n c r e a s e  t h e  i m p o r t a n c e  o f  s m a l l e r  c i t i e s  . i n  t h e  o u t l y i n g  p r o v i n c e s ,  a s  w e l l  



a s  f u r t h e r  m o d e r a t e  t h e  r a t e  o f  g rowth  i n  t h e  N e t r o p o l i t a n  Area which  h a s  been  
d i m i n i s h i n g  i n  t h e  p a s t  few y e a r s .  

Housing Needs 

The l a c k  o f  c u r r e n t  c e n s u s  d a t a ,  and t h e  f a c t  t h a t  r e c e n t  s u r v e y s  
have  c o n c e n t r a t e d  on i s s u e s  l i k e  employment ,  make i t  d i f f i c u l t  t o  a c c u r a t e l y  
a s s e s s  h o u s i n g  n e e d s .  Based on 1973  c e n s u s  f i g u r e s  and t h e  1980  " E n c u e s t a  d e  
Hogares" ,  t h e  Direction G e n e r a l  d e  E s t a d i s t i c a  y  Censos  p r e p a r e d  a n  e s t i m a t e  
o f  g l o b a l  h o u s i n g  n e e d s .  The h o u s i n g  s t o c k  was c l a s s i f i e d  i n  t h r e e  c a t e g o r i e s :  

E s t .  N a t i o n a l  Housing C o n d i t i o n s  - Dec. 1980 

C l a s s i f i c a t i o n  % S t r u c t u r e s  No. S t r u c t u r e s  

( 1 )  Adequate  
( 2 )  D e f i c i e n t  
( 3 )  D e f i c i t s  

4 7 1 , 3 8 2  T o t a l  e x i s t i n g  
s t o c k  

NOTE: An a d d i t i o n a l  1 1 , 6 7 9  new d w e l l i n g  u n i t s  were  needed  f o r  h o u s e h o l d s  
s h a r i n g  s t r u c t u r e s ,  f o r  a  t o t a l  d e f i c i t  o f  9 6 , 2 7 1 .  

D e f i n i t i o n s :  ( 1 )  "Adequate" - Comple te ly  s e r v i c e d ,  i n  good r e p a i r ,  and m e e t s  
s p a c e  s t a n d a r d s .  

" D e f i c i e n t "  - S t r u c t u r e  l a c k s  a t  l e a s t  o n e  b a s i c  
s e r v i c e , e . g .  e l e c t r i c i t y ,  w a t e r ,  e t c . ,  i s  i n  
need  o f  r e p a i r ,  o r  p r e s e n t s  crowded c o n d i t i o n s  
( d e f i n e d  a s  two o r  more p e r s o n s  p e r  room).  

" D e f i c i t "  - The s t r u c t u r e  i s  c o n s i d e r e d  beyond 
r e p a i r ,  o r  i s  needed  f o r  a  h o u s e h o l d  s h a r i n g  an 
e x i s t i n g  s t r u c t u r e .  

Us ing  t h e  p r o p o r t i o n  o f  u r b a n  h o u s e h o l d s  a s  a  g e n e r a l  g u i d e ,  r o u g h l y  
8 3 , 8 0 0  u n i t s  were  i n  need o f  improvement and 4 8 , 8 0 0  new u n i t s  were  r e q u i r e d  i n  
u r b a n  a r e a s  i n  1981 ,  which r e p r e s e n t s  a b o u t  55% o f  t h e  t o t a l  u r b a n  

1 / h o u s e h o l d s  .- 
While  demand f o r  s e r v i c e s  i s  c o n c e n t r a t e d  i n  t h e  c e n t r a l  p r o v i n c e s  by 

w e i g h t  o f  s h e e r  numbers ,  t h e  c o a s t a l  a r e a s  h a v e  i m p o r t a n t  u r b a n  c o n c e n t r a t i o n s  
a s  w e l l ,  i n  p a r t i c u l a r  t h e  p o r t  c i t i e s  o f  P u e r t o  Limon and P u n t a r e n a s .  A l s o ,  
l / O t h e r  e s t i m a t e s  p l a c e  h o u s i n g  n e e d s  a t  even h i g h e r  l e v e l s .  The A I D / O f f i c e  - 
o f  Housing s t u d y  " N e c e s i d a d e s  B a s i c a s  d e  V i v i e n d a  e n  C e n t r o  America  1981-2000" 
( ~ p r i l ,  1981)  e s t i m a t e d  t h a t  between 64-67% o f  C o s t a  R i c a ' s  u r b a n  h o u s e h o l d s  
were i n  need o f  h o u s i n g  s e r v i c e s ,  e i t h e r  new d w e l l i n g s  o r  improvement o f  
e x i s t i n g  s t r u c t u r e s ,  i n  1980.  The need i n  r u r a l  a r e a s  was e s t i m a t e d  a s  h i g h  
a s  80%. 



t h e  l e v e l s  of s e r v i c e s  and l i v i n g  c o n d i t i o n s  i n  t h e s e  c i t i e s  a r e  by f a r  
i n f e r i o r  t o  c i t i e s  i n  t h e  C e n t r a l  Va l l ey .  F r e e  Po r t  f a c i l i t i e s  have been 
c o n s t r u c t e d  t o  s t i m u l a t e  t h e  economies and growth of  t h e s e  c i t i e s , w h i c h  
w i l l i n c r e a s e  t h e  a l r e a d y  h igh  demand f o r  hous ing  s e r v i c e s .  The e s t i m a t e s  of  
d e f i c i t s  and d e f i c e n c i e s  i n  t h e  hous ing  s t o c k  by p r o v i n c e  d e m o n s t r a t e  t h a t  t h e  
wor s t  c o n d i t i o n s  e x i s t  i n  t h e  ~ e r i p h e r a l  p r o v i n c e s  of  Limon, Pun ta r enas  and 
Guanacaste .  

E s t .  Housing Cond i t i ons  by P rov ince  - Dec.1980 
(based  on t o t a l  househo lds )  

P rov ince  % Adequate % D e f i c i e n t  % D e f i c i t s  E s t .  H H s  
( i n  0 0 0 ' s )  

San J o s e  5 7% 
A l a j u e l a  4  3% 
Cart  ago 5 3% 
Heredia  6 5% 
Guanacaste  2  3% 
Punt a r e n a s  24% 
Limon 2 6% 

The c i t y  of ~ i m o n ,  i n  p a r t i c u l a r ,  p r e s e n t s  both a  h igh  l e v e l  
o f  need f o r  hous ing  s e r v i c e s  and a  s e r i e s  of  o b s t a c l e s  f o r  p r o v i d i n g  t h o s e  
s e r v i c e s .  About t h r e e - f o u r t h s  of t h e  c i t y  i s  made up of i n v a s i o n  a r e a s ,  some 
o n l y  a  few y e a r s  o l d  and o t h e r s  formed more t han  20 y e a r s  age .  A l a r g e  p a r t  
o f  t h e  c i t y  i s  s u b j e c t  t o  f l o o d i n g  which p r e v e n t s  t h e  i n s t a l l a t i o n  o f  
i n f r a s t r u c t u r e ,  u n l e s s  mass ive  d r a i n a g e  p r o j e c t s  a r e  c a r r ~ e d  o u t .  About h a l f  
of t h e  households  d o  n o t  have t e n u r e ,  a l t hough  v a r i o u s  i n s t i t u t i o n s  have been 
a t t e m p t i n g  t o  f o r m a l i z e  t i t l e s  i n  r e c e n t  y e a r s .  

C.  The Economic C o n d i t i o n s  o f  t h e  Urban P o ~ u l a t i o n  

Fo r  y e a r s ,  Costa  ~ i c a  en joyed  a  s t a b l e  and r e l a t i v e l y  p rospe rous  economy, 
p roduc ing  a  h igh  l e v e l  o f  consumption of  goods and s e r v i c e s .  U n t i l  r e c e n t l y ,  
c o m f o r t a b l e  hous ing  has  been w i t h i n  t h e  r each  o f  a  m a j o r i t y  of  t h e  
p o p u l a t i o n .  As a  whole,  t h e  p o p u l a t i o n  i s  h i g h l y  educa t ed  and ,  up th rough t h e  
decade  of  t h e  1 9 7 0 1 s ,  workers  had ready a c c e s s  t o  employment o p p o r t u n i t i e s .  
Almost 80% o f  t h e  work fo rce  i s  employed i n  t h e  formal  s e c t o r , i . e .  s a l a r i e d  
j o b s ,  which i s  ex t r eme ly  h igh  compared w i t h  o t h e r  L a t i n  American c o u n t r i e s  
where t h e  i n f o r m a l  s e c t o r  o f t e n  a c c o u n t s  f o r  abou t  h a l f  of t h e  workers .  



A c t i v e  Urban W o r k f o r c e / a s  o f  March,  1982 

C a t e g o r y  No. - 
S a l a r i e d  79.0% 289 ,075  
S e l f  Employed 14.1% 51 ,482  
Employer  4.2% 1 5 , 5 2 8  
F a m i l y  2.7% 9 , 8 2 2  
( n o n - s a l .  - 
T o t a l  Urban 100% 365,907 

S o u r c e :  " E n c u e s t a  National.. . I 1 ,  March,  1982. 

T h i s  d i s t r i b u t i o n  may c h a n g e  a s  unemployment r i s e s .  The a m b u l a t o r y  s t r e e t  
v e n d o r  was s e e n  r a r e l y  a  few y e a r s  a g o  and i s  a  h i g h l y  v i s i b l e  p r e s e n c e  
t o d a y .  The s t a t i s t i c s  on r i s i n g  unemployment a r e  s y n t h e s i z e d  below: 

Open ~ n e m p l o y m e n t  / u r b a n  A r e a s  

Are a  1980 1982* % Change - 
C e n t r a l  V a l l e y  6.7% 9.8% +3.1% 
7 ~ e t r .  Area)  ( 7 . 7 % )  10 .5%)  ( + 2 . 8 % )  

G e n e r a l  Urban 

"Source:  F i g u r e s  a s  o f  March,  1 9 8 2 . " I n d i c a d o r e s  S o c i a l e s  y  E c o n o m i ~ o s ~ ~ ,  
A b r i l ,  1982 ,  M i n i s t e r i o  d e  Economia, I n d u s t  r i a  y  Comercio, 'Direccion G e n e r a l  d e  
E s t a d i s t i c a  y  C e n s o s ,  No. 4 ,  Ado 11. 

O t h e r  s o u r c e s  have p l a c e d  t h e  unemployment l e v e l  i n  t h e  M e t r o p o l i t a n  Area  
a s  h i g h  a s  12%. I n  c o m p a r i s o n ,  r u r a l  a r e a s  have  a  much l o w e r  r a t e  o f  open  
unemployment ,  a v e r a g i n g  5% and 8% i n  t h e  two y e a r s  i n d i c a t e d ,  which would 
s u p p o r t  t h e  t r e n d  o f  ou tward  m i g r a t i o n  f rom t h e  c i t i e s .  ( I t  s h o u l d  be n o t e d  
t h a t  r u r a l  employment i s  h i g h l y  s e a s o n a l ,  p r o d u c i n g  g r e a t e r  underemployment  
t h a n  m i g h t  be  found i n  u r b a n  a r e a s . )  

Income d a t a  c a n n o t  be p r e s e n t e d  s u c c i n c t l y  s i n c e  a  n u n b e r  o f  d i f f e r e n t  
c l a s s i f i c a t i o n s  a r e  u s e d  by i n s t i t u t i o n s ,  and s i n c e  t h e  wage s t r u c t u r e  h a s  
been  i n  c o n s t a n t  f l u x  o v e r  t h e  l a s t  few y e a r s .  F o r  example ,  t h e  D i ' r e c c i o n  d e  
E s t a d i s t i c a  y  Censos  t e n d s  t o  p r e s e n t  a n a l y s e s  o f  o n l y  s a l a r i e d  w o r k e r s  
b e c a u s e  t h e s e  d a t a  a r e  more r e l i a b l e  t h a n  t h o s e  b a s e d  on o t h e r  income 
s o u r c e s .  I t  h a s  a l s o  d e v e l o p e d  a  p o v e r t y  i n d e x  f o r  h o u s e h o l d s  b a s e d  on p e r  
c a p i t a  income,  which i s  n o t  r e a d i l y  c o n v e r t a b l e  t o  a  d i s t r i b u t i o n  o f  h o u s e h o l d  
income a l o n e .  However, t h e  a v a i l a b l e  d a t a ,  i n c l u d i n g  i n f o r m a t i o n  on c h a n g e s  
i n  t h e  min i rum wage and c o n s r ~ m e r  p r i c e  i n d i c e s  ( o n l y  a v a i l a b l e  f o r  t h e  



Sie t ropo l i t an  Area of San J o s e ) ,  p rov ide  a  p i c t u r e  of t h e  u n c e r t a i n  economic 
c o n d i t i o n s  i n  Costa Rica .  

Wages of S a l a r i e d  Workers a s  of March, 1982 

Wage Leve l s  Tot.No. % Workers NO. Urb. % Urb. % Change 
from 1981 
( u r b a n )  

l e s s  t han  
C/800 41,144 8 .5  14,377 5.7 -2.4% 

6000 o r  more 41 ,735  8.6 36,187 14.3 +4.3% 

- 
T o t a l s  485,179* 100% 

-kNOTE: Only f o r  workers  w i th  i n f o m a t i o n  a v a i l a b l e  on income. 

A s  can be noted  from t h e  f i n a l  column, wages improved s l i g h t l y  
between t h e  end of  1981 and March, 1982 wi th  a  p r o p o r t i o n  of  workers  moving t o  
t h e  middle  and h i g h e r  ranges .  The l a s t  major  wage i n c r e a s e  was i n  Harch ,  1982 
when p u b l i c  s e c t o r  employees r ece ived  a  g e n e r a l  i n c r e a s e  of  C/ .1,300 p e r  
month. Recent government p o l i c y  has  been t o  g i v e  f l a t  i n c r e a s e s  which most 
b e n e f i t  t h e  lowes t  s a l a r i e d  employees i n  t h e  p u b l i c  s e c t o r .  Th i s  p o l i c y  h a s  
caused  c r i t i c i s m  by l a r g e  groups  of workers  and some segments of  t h e  
government because t h e  o v e r a l l  range  of s a l a r i e s  i s  be ing  g r e a t l y  reduced;  t h e  
s a l a r i e s  of many c l e r i c a l  s t a f f  a r e  approaching  t h o s e  of p r o f e s s i o n a l s ,  
c r e a t i n g  a  l ack  of  i n c e n t i v e s  and d i s c o n t e n t  among t e c h n i c a l  and management 
personne  1. 

Unl ike  t h e  p u b l i c  s e c t o r ,  t h e  p r i v a t e  s e c t o r  h a s  not  y e t  pu t  i n t o  
e f f e c t  an  i n c r e a s e  f o r  1982. A p r o p o s a l  was made i n  A p r i l  1982, bu t  i s  s t i l l  
be ing  n e g o t i a t e d . i /  The mechanism used f o r  t h e  p r i v a t e - s e c t o r  wage 
s t r u c t u r e  i s  t h e  Consejo Nacional  de  S a l a r i o s  which e s t a b l i s h e s  annua l  changes  
i n  t h e  minimum wage. mi he Consejo i s  made up of r e p r e s e n t a t i v e s  from l a b o r  
u n i o n s ,  management and t h e  government .)  The new minimal  wage, by job  
c a t e g o r y ,  i s  approved by a  m a j o r i t y  v o t e  f o r  t h e  subsequent  f i s c a l  y e a r .  In  
t h e  p a s t ,  i n c r e a s e s  f o r  a l l  workers  have been based t o  some d e g r e e  on t h e  
pe rcen tage  i n c r e a s e s  i n  t 5 e  minimum wage, bu t  t h a t  p r a c t i c e  i s  
changing.  Businessmen who a r e  i n  economic t r o u b l e  have been l e s s  for thcoming 
wi th  g e n e r a l  s a l a r y  i n c r e a s e s ,  complying on ly  w i th  t h e  l e g a l  r equ i r emen t s  a t  
1 / A  minimum wage i s  e s t a b l i s h e d  f o r  many d i f f e r e n t  job  c a t e g o r i e s .  The - 
proposa l  made i n  A p r i l  was t o  i n c r e a s e  t h e  minimum wages f a l l i n g  below C/.100 . . - 
p e r  day by 13.25%, and t h o s e  above C/.100 by 12%. 



t h e  minimum l e v e l .  I n  e f f e c t ,  i t  b a s  c a u s e d  t h e  same s h r i n k i n g  o f  t h e  o v e r a l l  
wage s t r u c t u r e  a s  was n o t e d  f o r  t h e  p u b l i c  s e c t o r ,  w i t h  h i g h e r  s a l a r i e d  
e m p l o y e e s  g e t t i n g  f e w e r  and s m a l l e r  i n c r e a s e s  t h a n  w o r k e r s  a t  t h e  l o w e s t  
l e v e l s .  A l s o ,  s i n c e  t h e  government  h a s  b e e n  i n c r e a s i n g  s a l a r i e s  a c r o s s - t h e  
b o a r d ,  
s o m e t i m e s  more t h a n  o n c e  a  y e a r ,  t h e  p u b l i c  s e c t o r  wage s c a l e  h a s  begun  t o  
o u t p a c e  t h e  p r i v a t e  s e c t o r .  

D e s p i t e  a  s e r i e s  o f  s a l a r y  i n c r e a s e s  o v e r  t h e  p a s t  two y e a r s ,  t h e  wage 
s t r u c t u r e  h a s  l a g g e d  b e h i n d  i n f l a t i o n  which  h a s  r e d u c e d  t h e  p u r c h a s i n g  power  
a t  a l l  l e v e l s .  Even t h o u g h  h o u s e h o l d s  a t  t h e  l o w e r  e n d  o f  t h e  income 
c o n t i n u u m  h a v e  m o s t  b e n e f i t t e d  f rom t h e  r e c e n t  i n c r e a s e s ,  many s t i l l  n e e d  more  
t h a n  o n e  w o r k e r  t o  make e n d s  mee t  i n  s u c h  i n f l a t i o n a r y  t i m e s .  

The s e r i o u s n e s s  o f  t h e  s i t u a t i o n  c a n  b e  a p p r e c i a t e d  by t h e  c h a n g e s  i n  t h e  
a v e r a g e  minimum wage. D a t a  e x i s t  f rom 1 9 6 0  when t h e  n o m i n a l  minimum wage p e r  
d a y  was C l .6 .80 .  The a v e r a g e  wage r e a c h e d  C/ .80 .00  p e r  d a y  a s  o f  A p r i l ,  1982.  
I n  1 9 8 1 ,  a  27% i n c r e a s e  was a p p r o v e d  ( 2 9 %  i n  a g r i c u l t u r a l  a c t i v i t i e s ) .  
However,  t h e  r e a l  v a l u e  o f  t h e  minimum wage d e c l i n e d .  The f o l l o w i n g  p r o v i d e s  - 
d a t a  f o r  c o m p a r a b l e  y e a r s ,  c o n v e r t e d  t o  m o n t h l y  f i g u r e s .  

Changes  i n  t h e  Average  Minimum Wage 1980-1982 
( F i g u r e s  f o r  A p r i l  o f  e a c h  y e a r )  

Minimum Wage R e a l  Va lue  /Based  
i n  C u r r e n t  C / s  on 1 9 7 5  C / S  

A p r i  1 / I 9 8 2  

The c o n s u m e r  p r i c e  i n d e x  i s  u p d a t e d  e v e r y  few months  and  i s  p r e p a r e d  
s p e c i f i c a l l y  f o r  low a n d  med ian  income f a m i l i e s  i n  t h e  M e t r o p o l i t a n  A r e a .  
D a t a  i s  a v a i l a b l e  f o r  t h e  F e b r u a r y / M a r c h ,  1 9 8 2  p e r i o d  which  c a n  b e  compared  
w i t h  f i g u r e s  f r o m  i a s t  y e a r .  The g e n e r a l  P r i c e  I n d e x  f o r  March 1 9 8 2  was 
315 .64 ,  up  f rom 1 7 3 . 2 4  f o r  t h a t  p e r i o d  i n  1981 .  (The  b a s e  y e a r  i s  1 9 7 5 . )  
V h i l e  i n  March 1 9 8 1 ,  t h e  a n n u a l  r a t e  o f  i n c r e a s e  was 2 1 . 3 ~ ~ - p r o j e c t i n g  t h e  
c u r r e n t  r a t e  would  i n d i c a t e  a n  i n f l a t i o n  r a t e  o f  o v e r  82% a n n u a l l y .  The f o o d  
component  o f  t h e  I n d e x  i s  c u r r e n t l y  r e s p o n s i b l e  f o r  t h e  m a j o r  p a r t  o f  t h e  
p r i c e  i n c r e a s e s .  



Annual Rate  of  Change ( % )  

Food 15.7% 107.5% 
Clo th ing  23.5% 92.5% 
Hous ing(Rents )  25.9% 45.8% 
~ i s c e l l a n e o u s  26.4% 75.8% 
Genera l  21.3% 82.2% 

The pove r ty  l e v e l  e s t a b l i s h e d  by t h e  government I n  1981 was based on 
p e r  c a p i t a  income of  Cl.716.  he e s t i m a t e s  of  pove r ty  l e v e l  a r e  based on a  
ba ske t  of consumer i t e m s  which a r e  c o n s i d e r e d  b a s i c  needs . )  Data a r e  
a v a i l a b l e  f o r  J u l y  of  t h a t  y e a r .  

% P o p u l a t i o n  A t  o r  Below t h e  Pove r ty  L ine  
by Region - Ju ly  1981 

Region % T o t a l  H H s  

Cent r a  1 Va 1 l e v  49.8% 
(Metr .  Area)  (37 .5%)  

Res t  /Countrv 69.5% 

% Urban H H s  

38.2% 

Genera 1 

A s u b s t a n t i a l  new wage i n c r e a s e  i s  expec t ed  f o r  bo th  s e c t o r s  i n  August ,  
1982. The M i n i s t r y  of  Labor (which sponso r s  most i n c r e a s e s  f o r  p u b l i c  
employees)  f a v o r s  a n o t h e r  f l a t  i n c r e a s e  of  pe rhaps  C/ .1 ,000  p e r  month,  bu t  
c r i t i c s  s e e  t h i s  p o l i c y  a s  damaging t o  t h e  l a b o r  marke t  and would l i k e  a  l a r e  
p e r c e n t a g e  i n c r e a s e  which m a i n t a i n s  c u r r e n t  d i f f e r e n c e s  between p r o f e s s i o n a l  
and n o n - p r o f e s s i o n a l  job-ca t e g o r i e s ,  i n s t e a d  of b i a s i n g  wage i n c r e a s e s  toward 
t h e  lowes t  e a r n e r s .  Both a r e  l i k e l y  t o  be e n a c t e d ,  i . e .  an i n c r e a s e  of  
C/ .1 ,000 f o r  p u b l i c  employees,  and a  p e r c e n t a g e  i n c r e a s e  ( p e r h a p s  h a s  h igh  a s  
50%) f o r  t h e  p r i v a t e  s e c t o r .  

D.  The Savings  and Loan Sys t em ' s  Coverage of t h e  T a r g e t  P o p u l a t i o n  

The ave rage  l oan  s i z e s  f o r  each  Mutual i n  1981 a r e  compared below w i t h  
l o a n s  made by INW d u r i n g  t h e  same y e a r .    his   ear's a c t i v i t i e s  a r e  n o t  
comparable ,  f i r s t  because  t h e  Mutua les  a r e  c u r r e n t l y  l e n d i n g  t o  h i g h e r  income 
groups .  (Due t o  t h e  r i s i n g  c o s t  of money, t h e  t e rms  of l o a n s  have r i s e n  t o  
t h e  p o i n t  t h a t  o n l y  h i g h e r  income groups  can  be a t t r a c t e d . )  Second,  t h e  o n l y  
program be ing  implement by INW i s  HG 006 ( S e r v i c e d  L o t s ) ,  which i s  
c o n s i d e r a b l y  more economic than  i t s  t r a d i t i o n a l  p r o j e c t s .  



NUTUALES Average Loan S i z e  - 1981  

A l a j u e l a  C / .  1 0 9 , 9 0 0  
He r e d  i a  9 2 , 2 0 0  
C a r t a g c  77 ,000  
La V i v i e n d a  99,44G ( S a n  J o s e )  
G u a n a c a s t e  7 6 , 1 0 0  
Punt a r e n a s  7 0 , 5 0 0  

INW - 
San J o s e  
P u n t a r e n a s  7 9 , 0 8 3  
Limon 1 1 9 , 5 2 4  

Very l i t t l e  d i f f e r e n c e  c a n  b e  s e e n  i n  t h e  t y p e s  o f  l o a n s  made by INW 
and  t h o s e  made by t h e  S a v i n g s  and Loan Sys tem i n  t h e  p a s t .  

D . 1  The G e o g r a p h i c  Coverage  o f  t h e  T a r g e t  P o p u l a t i o n  

The p e r f o r m a n c e  o f  t h e  S a v i n g s  and  Loan s y s t e m  o v e r  a  number o f  y e a r s  
d e m o n s t r a t e s  b o t h  e f f i c i e n c y  a s  a  l e n d i n g  i n s t i t u t i o n  and an a b i l i t y  t o  r e a c h  
low-income f a m i l i e s .  One i s s u e  which m e r i t s  a t t e n t i o n ,  however ,  i s  t h e  
g e o g r a p h i c  c o v e r a z ?  o f  t h e  u r b a n  t a r g e t  g r o u p  by t h e  a s s o c i a t i o n s .  The f o u r  
l a r g e s t  a s s o c i a t i  ::ls---Cartago, A l a j u e l a ,  H e r e d i a ,  and  La V i v i e n d a  ( S a n  
Jose)-- -are  wi th i ; ?  3 r a d i u s  o f  a  40-50 k i l o m e t e r s  o f  e a c h  o t h e r  and t e n d  t o  
s e r v e  f a m i l i e s  i n  s u r r o u n d i n g  a r e a .  The H u t u a l e s  a r e  n o t  l i m i t e d  t o  t h e i r  
r e s p e c t i v e  p r o v i c c e s ,  and i t  i s  i n t e r e s t i n g  t o  n o t e  c h a t  f o r  t h e  Mutua l  
A l a j u e l a  and t h e  X u t u a l  H e r e d i a ,  35% and 30% o f  t h e i r  r e s p e c t i v e  p o r t f o l i o s  
p e r t a i n  t o  San J o s e .  The Mutua l  C a r t a g o  e v e n  h a s  a  c o l l e c t i o n s  o f f i c e  i n  San  
J o s e .  I n  b r i e f ,  35-90% o f  t h e  l o a n s  g i v e n  o v e r  t h e  y e a r s  have  b e e n  
c o n c e n t r a t e d  i n  San J o s e  and i t s  i n m e d i a t e  e n v i r o n s .  R e l s t i v e l y  few l o a n s  a r e  
made i n  t h e  n o r e  d i s t a n t  u r b a n  c e n t e r s  o f  e a c h  p r o v i n c e  o r  i n  t h e  p e r i p h e r a l  
p r o v i n c e s  by t h e  f o u r  b i g  M u t u a l e s .  

The two s m a l l e s t  M u t u a l e s ,  G u a n a c a s t e  and  P u n t a r e n a s ,  r e p r e s e n t  o n l y  
4% of  t h e  s y s t e m ' s  t o t a l  p o r t f o l i o .  Limon d o e s  n o t  have  a  Mutua l  o f  i t s  own. 
I t  i s  c o v e r e d  by a b r a n c h  o f f i c e  o f  t h e  C a r t a g o  a s s o c i a t i o n .  ( C a r t a g o  i s  t h e  
o n l y  Mutua l  w i t h  5-anch o f f i c e s :  Limon, T u r r i a l b a ,  and  a  c o l l e c t i o n s  o f f i c e  
i n  San J o s e . )  A l s o ,  t h e s e  two a s s o c i a t i o n s  a r e  t h e  n e w e s t  and t h e  w e a k e s t  
f i n a n c i a l l y .  

P u b l i c  i n s t i t u t i o n s  have  been o n l y  somewhat more a c t i v e  i n  t h e  
p e r i p h e r a l  p r o v i n c e s .  Only INW h a s  d e v e l o p e d  m a j o r  p r o j e c t s  i n  t h e  o u t l y i n g  
p r o v i n c e s  i n  t h e  p a s t  few y e a r s ,  p a r t i c u l a r l y  i n  P u n t a r e n a s .  The 
d i s t r i b u t i o n s  of t h e  number o f  u n i t s  and t h e  amounts  i n v e s t e d  by n i n e  p r i v a t e  
and p u b l i c  i n s t i t u t i o n s  i n  t h e  v a r i o u s  p r o v i n c e s  i s  p r o v i d e d  f o r  1980.  SNAP 
i s  n o t  i n c l u d e d .  



2 D i s t r i b u t i o n s  o f  I n v e s t m e n t s *  bv P r o v i n c e  - 1981 

P r o v i n c e  % U n i t s  % Change 80-81 % Funds % Change 80-81 

San J o s e  4  8% -1% 6 4% + 7% 
A l a j u e l a  9% -5% 8% - 2% 
C a r t  ago  2 2% +11% 11% - 12 
H e r e d i a  3% -3% 3% -4% 
Guanacas te  4% - 2% 3% -16 
Punt  a r e n a s  11% +1% 8% + 1;; 
Limon 3% -1% 3% 0 

T o t a l s  5 , 7 8 4  u n i t s  C / .  5 9 4 , 4 4 4 , 5 0 0  

" I n s t i t u t i o n s :  Banco C r e d i t o  A g r i c o l a  de C a r t a g o ,  Banco Anglo C o s t a r r i c e n s e ,  
Banco d e  C o s t a  R i c a ,  Banco N a c i o n a l  d e  Cos ta  R i c a ,  CCSS, INS, Banco P o p u l a r ,  
IMAS, INW. 

Some l i m i t a t i o n s  e x i s t  f o r  work ing  i n  t h e  o u t l y i n g  
p r o v i n c e s .  As h a s  been  n o t e d ,  Limon p r e s e n t s  c o n d i t i o n s  which a r e  
p a r t i c u l a r l y  d i f f i c u l t  w i t h  p rob lems  o f  t e n u r e ,  i n f r a s t r u c t u r e ,  
e t c .  C o n s t r u c t i o n  c a p a c i t y  i s  l i m i t e d  i n  a l l  o f  t h e s e  a r e a s .  On 
t h e  o t h e r  hand,  t h e s e  p r o v i n c e s  r e p r e s e n t  a  l a r g e  m a r k e t  f o r  t h e  
t y p e s  o f  u n i t s  i n c l u d e d  i n  HG 007 and good p o s s i b i l i t i e s  e x i s t  f o r  
e x p a n s i o n  of  t h e  S a v i n g s  and Loan sys tem,  a t  l e a s t  i n  G u a n a c a s t e  and 
P u n t a r e n a s ,  i f  n o t  i n  Limon a s  w e l l .  The r o l e  o f  SNAP i n  t h e  
c o a s t a l  communi t i es  and G u a n a c a s t e  n e e d s  s t u d y ,  t o  d e t e r m i n e  how i t  
c a n  b e t t e r  s e r v e  t h e s e  p o p u l a t i o n s .  The s m a l l  a s s o c i a t i o n s  s h o u l d  
be  a n a l y z e d  t o  d e t e r m i n e  w h e t h e r  c o r r e c t i v e  s t e p s  c a n  produce  
long- te rm v i a b i l i t y ,  o r  w h e t h e r  t h e y  s h o u l d  be  a b s o r b e d  i n t o  t h e  
l a r g e r  a s s o c i a t i o n s ,  w i t h  d i f f e r e n t  o u t r e a c h  mechanisms. 



Ah':rrLY I X 
F I t W I A L  ANALYSIS 

E l  Dm, e n  t a n t o  que organis& c e n t r a l  d01  s i s tema,  en f r en t a ,  e n t r e  . t-. o t r a s , ,  tres s i t u a c i o n e s  c r i t i c a s :  . . .  . . . 
. . 

a) A l t o  po rcen ta j e  d e  l a  c a r t e r a  a tasa f i j a  apoyada en r ecu r sos  d e  
t a s a  v a r i a b l e  y c r ec i en t e .  

b) Porcen ta j e  mayor i ta r io  d e  10s recursos ,  esG conformado po r  
e n d s u d ~ n i e n t o  externo,  donde e l  pago d e  d i f e r e n c i a l  por  nuevo tipo 
c m b i a r i o ,  de serlc a p l i c a b l e  alteraria to ta lmente  s u  sanidad 
f i nanc i e r a .  

C) Debili tarniento de l a  pos ic i6n  f i n a n c i e r a  d e  l a s  a scc i ac iones  d e  
ahor ro  y g r & s t m o ,  y necesidad de  m j o r a r  10s i n s t r ~ m t o s  
p r d u c t i v o s  d e  las mismas. 

... . 
h . l E s t r u c t ~ ~ r a  d e  recursos  de l  DECAP . .. 

. - 
La o s r a c i 6 n  d e  descuento h i p t e c a r i o  a l a s  entidaclcs aprobadas, se ' 

e fec t6a  en  base a tres m a l e s  d e  r ecu r sos  que p r e s t a n  a1 30-4-82, l a  
si9uie:ite e s t r u m t  ura: 

.1-1 ~ a p t a c i 6 n  en  e l  mercado loca l :  C 147,471,000 (10%) - Par t i c ipcc iones  h i imtecar ias :  C 39,058,000 

1-2 Recursos a-oortados mr  
O r g m i s m s  Nacionales: 
- Bsnco C e n t r a l  d e  Costa  Rica: C 331,400,000 
- Gobierno d e  Cos ta  Rica :  C 6,435,000 

1-3 Recursos Adeudados a Organimros 
In te rnac iona les :  C1,007,399,000 (67%) 

A B - A.I.D. C 19,171,000 C 8,143,000 - B.I.A.P.E. C 131,500,000 C 56,150,000 
- E.C.I.E. C 256,728,000 C256,728,000 
- Orion Bank ' .  C 500 , 000,000 C213,500,000 
- Canadian Idwrican h n k  C 100,000,000 C 42,700,000 

lUl'r"J1. . . . . C1,007,39Y .000 C577,221,000 ; . . 

-1 AVAlLABU COPY - .  



ANNEX I X  

a. E s  precis0 dejar establecido que en es te  caso l a s  sumas debidas .. 
est in incrciirntada en C430,177,000, en concept0 de ajuste por , 
dcvaluacj611 para cuyo pirgo a h  no seqha f ijado e l  origen de 10s 
t ' o ~ o s .  LI contra@rtiqa en e l  activo es  "Cuentas por cobrar 
var ios" . . .. . 

... .. . . 
b. La cif ras  corresponden a 10s colones que e fec t ivmnte  e s t h  ' 

incorporadas a l a  cartera hipotecaria. 

No obstante l a  distorsi6n creada por l a  partida en menci6n, 
.. .. ( ; I - ~ s  e l  pasivo Inter~~ccional~por  1,007 millones tal y corn aparece en e l  
.. ' . !. t . x .  

LQ l o  z.ntericr, claramente se desprende l a  depndencia del  D m  ae . 
,c~.:tsos externos para e l  a,pyo a1 siste;na de ahorros y pr6stamo. 

A.2 Costo c?e 10s Recursos: 

De acuerdo a l a  composici6n de l a  cartera se tienen l a s  siguientes 
-533 efectivas a: '30-4-82: 

- Flercado Interno: 
- ivlsrcado Secilndario: 16% 
- ~z:ksitos a Plazo: 21% 

19 8 
. . 

'Z~SZ ~kd ia :  
I 

- Orgari i~~os Macionales: 9 % 
- Orgar l is~os Internacionales: 8% i 

~l sctivo prcdcctivo ,wr excelencia del D m  es  l a  ~ar t ic ipaci6n 
. z tecar ia  cpe coxpa a l as  entidacies aprobadas. En e l  6ltimo ,periodo han 
----..~;o relevm.cia l a s  inversiones debido a l a  a l t a  liquidez generada por l a s  

- -L:?:  - .   as pendientes de pagos a cartera internacional. 

- Inversiones en bonos y valores U8,434,000 12% 
- Participaciones Hipotecarias compradas 989,945,000 88% 

TOTAL . 1,128,379,000 1002 

T a s ~  c k .  I<ctorno: 
- Irlversiones 248 
- Participaciones Hipotecarias 1 4  % . \ 

A.4 ~elac i6n  Activos Productivos/Costos de Recursos: . 

En e l  transcurso del  presente aiio, e l  efecto combinado de fuertes 
'7r:;iones y h . j o  costo del dinero en e l  mercado internacional, ha ,oem.itido 
r,r~-~olvsrse a1 D L ~ E ; .  con una relaci6n f inanciera saneada. 



ANNEX IX . 

- ~ngresos cartera - Qstos financieros 
Diferencia ; 

I 
I 

- Ingresos de inversiones - Gastos generales - Otros ingresos 
- Resultado final 
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ANNEX I X  ' 

, - -..w,l (000) ESTRUCIURA DE BiUXXCES PAKTICIPACION' 
1979 1980 1981 1982 (A) FORCENIUAL 

.. ::~le/~nversiones 10 508 77,888 .. 71,060 138,966 2% 9% 5% 9 % 
. :;z.ci~r?c~ Hip. 621,511 764,367 923,277 989,945 95% 88% 62% 60% . -. , , , ivos 19,781 30,620 483,771 500,311 - 3% 3% 3 3 % 3 1 %  --- 

.'; i tcs 35,569 
- : zigcion2s Hip. 100,210 
:----23 Inkernos 105,81.0 
--.--:os %:terms 380,426 
: fc'.sivos 5,371. 
.-.:Js ~'Ecnicas 13,332 
: :-3to 11,082 

I .  

BEST AVAILABLE COPY 



Corn an te r iomnte  se ha examinado, 10s y.ingresos de cartera,  justo 
cuSren 10s gastos flnancieros. Us gastos generales, se  pagan de otros 
ingresos, en la situscihn actual, 'si & quisiera asumir con cargo a cartera, .) . 
dichos gastos es  necesarios aurrentar e l  d i ferencia len  un 1% como se ve a . . -  . . 
continuaci6n, a-=ran60 10s datos a 1  30 de a b r i l  de 1982: 

Gastos financieros: 43,835 - Rendimiento requerido: 15% 
Castos genarales: 4.529 - Rendimiento efectivo: 14% .. . 

TOTAL.. . . . . . .48.364 

~ua lqu ie r  variaci6n sensible en e l  mercado internacional de l  dinero 
d i rec txente  afecta a l a  rentabilidad de l  DECAP, dado que a1 presente no 
existe relaci6 alguna entre Ingresos Hipotecarios y Gastos Financieros. 

, .  

~a cr i t i ca  situaci6n que ha afectado a1  mercado f inanciero de l  pais, 
proclucto de cr,a severa recesi6n incidi6 en e l  sistema de ahorro y prgstama 
a1 terardo ser iasnde  s u  posici6n financiers. . -. 

us causas bkica?  se encuentran en la: 

1. ~Zrdida  de rentabilidad debida a un rspido a m n t o  en e l  costo de 
10s recursos no coxpensado con una mayor rentabilidad en la  cartera. 

.2. ~edticci6n de actividad, efecto de una menor captaci6n y. 
consiguienteinte un fuerte descenso en el  r i m  de colocaciones. 

B. 1. q r a c i o n e s  pasivas - Captaci6n de recursos 

B.l.1 Ahorro libre: 

E l  ahorro . l ibre ha sido e l  instrumento t ipico de captaci6n de 
recurcos en 10s s is tems de Ahorro y ~r6starno. No ha sido esta  l a  
caracateristica en l o  que a e l  sistm Costa Ricense se  refiere,  y por e l lo  un 
recurso barato que pudiera h-r a m a d o  en un period0 corn e l  actual, es 
escaso en e l  sistema. 

Cuadro de ~ap tac i6n  
(000 de  Colones) 

Cartago '11.443 .., 26% 
La Vivienda 7.445 17% 
Iieredis 8.295 19% 
Ala jc t la  1.3.382 30% 
mnta Arenas 2.068 5% 
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1 1  

I 

~l crecimiento absoluto apenas alcanz6 un 50% en nds de tres . . 
l o  que atcniiida l a  inflacibn no e s  muy significativo. 

t 4 . . 
Para evaluar es to  con 16s precisihn, a continuaci6n 10s datos 

de l  anorro l i b r e  en e l  Sisterna Bsncari'o National. ' _. . ' . . . .  

S i  bien 10s ahorros en e l  sistema tienen un mejor comportamiento 
que en e l  rercado en general, l a  ,oenetrscibn, a diez Mas de l  sistema, un 4.5% 
e s  niniiia, efecto l b i c o  de l a  practicamnte nula promoci6n realizada. 

E l  t o t a l  de cuentas de ahorro en e l  sistema a 1  31-Xll-81, 
s u n a h  65.615, de les que 26.677 es decir  un 40.7% correpondian a prestatar io  
de f i n m i m i e n t o  de vivienda, y e l  59.3% de las-cuentas correspon6ian a 
anorro reaLi?nte l ibre .  

F i ~ ~ L r e n t e ,  en un periodo en que e l  problem b6sico de l  s i s t e m  
viene dado ,pr e l  a l t o  costo de i o s  recursos, e l  ahorro con una tasa nominal 
d e l  E% t w o  e l  siguiente costo: 

1979 - 1980 1 9  81 - 30-IV-82 
~ n t e r & s  e f x t i v o  pagado 6.48% 6.278 6.32%! 6.53 

8.1.2 ~ a p t a c i 6 n  de d e g s i t o  a plazo - 
Ekte instrmento se  ha convertido en l a  principal fuente de 

recursos de l  sisten, y en e l  ~ 2 s  irrpprtante mecanism de ahorro inversi6n en 
t&o e l  siste:ra Bncario.  El costo creciente de estos  recursos, a 10s que 
t iene q.ie acce3er e l  s i s t m a  de A y P en elmercado de l i b r e  comptencia ha 
sido una ds l a s  causas fundamentales de l a  g r d i d a  de rentabilidad de l  n6smo. 

Eh l a  actualidad, e l  dep6sito a plazo d s  demandado es a 6 meses 
con un retorcc d e l  21.75%. 

C 1  cuadro co~nparativo de captaci6n dc d e g s i t o s  a plazo es e l  
siguicnte (en GOO de colones) : 

Cartago 
L a  Vivie,da 
Herejia 
Ala juela 
Pun ta  kcenas 
Gilafiaccls tt. 

wi'.G 
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. . 
E l  crecimiento absoluto alcanz6 un 184% l o  que atendida l a  

situaci6n es i x p r t a n t e  como recurso interno estabiece. Para evaluar e l  I I 

c ~ r t m i c n t o  c o p r a t i v o  se re4cionar.h l a s  c i f r a s  antcriores con l a s  d e l  
wrcado de aepbsitos a plazo en e l  sisteina hncar io .  

. - 
2- 

- .  
. . Degs i to s  a Plazo (en 000 de colones) 

1979 1980 1981. 
7 

% - 
a. S is te ia  M c a r i o  3.569.000 4.716.300 6.488.700 8 2% 
b. S i s tom de Ahorro y 

~ r 6 s t a ~ a  129.912 229.325 367.806 183% 
% b/a 3.64% 4.86% 5.67% 56% ' 

E l  desarrollo d e l  anterior cuadro muestra primer0 l a  p t r fec ta  
apti tud de A y P para c o , i p t i r  y segundo l a  escasa penetraci6n en e l  sector. 

Ia t asa  efectiva de costo de es tos  recursos, evolucion6 corn . 
sigue : I 

Con claridad s e  ve l a  sensibilidad de es tos  recursos a la  tasa  
de inter.& y s u  i r ~ c t o  en l a  rentabilidad de la asociaci6n. 

.. 
B.1.3 Venta de Participaciones Hipotecarias . 1 

Este instrumento ha perdido l a  inpr tar ic ia  que corn recurso tuvo 
en o t ro  n;3irs?.to a1 no ofrecer hoy niriuna atractivo adicional sobre e l  
de96sito a plazo para e l  inversionista. 

La evoluci6n aparece en e l  siguiente cuadro: 

. 1979 1980. 1.981 1 9 8 2 W r i l )  % - 
Par ticipaciorlcs hipotecarias 
(en 000- cic colones) 118.687 138.600 93.774 101.576 (14.4) 
Inter& paga5o) 11.57% 14.74% U.73% 18.64% 61.1% 

I~roporciona.h?nte ha sido e l  recurso que 116s rapidancntc ha 
;ru:~rlti:do el. c:o:;to. ya cyc l a s  rcnovaciones han tenido yuc ajustarse- a La tasai 
efcctiva d c l  ~rrcrcado. 

i 

B.1.4 Financimi?nto d e l  DECAP - . . .I  

Historicmente, l a  fuente rrds impr tan te  de recursos ha sido e l  
D E A P ,  oprando a travcs de l  descuento de participaciones hipotecarias a l a s  
azcciacionzs. L3 rnagnitud dc e s t a  actividad, aparece en e l  siguiente cuadro: 
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(000 de  Colones) 
. . . . 

.- Cartago 112.244 25% .151.743 27% 200.790 29% 225.097 70% .-~".. 
La Vivienda 158.206 36% 189.031 33% 215.569 : 31% 230.547 30% * ' 

Hetedia 92.866 21% , 110.350 20% 122.449 17% 129.778 17% 
Ala j clela 56.791 U% 85.U7 15% 103.028 15% 106.785 145 
Pw,ta Arenas 10.126 28 14.337 2% 32.055 5% 37.022 5% 

La tasa de  crecimiento ha s i d o  en  e l  period0 d e  un 71%, e .  .. 
idisc=uiiblei iente f a c t o r  e s e n c i a l  d e  la  ac t iv idad  d e l  sistema, asi como d e  s u  
rentabiliaad..  

A continuaci6n e l  h l i s i s  d e l  c o s t o  d e  e s t o s  recursos: 

1979 1980 
I - 1981 - -  1982 (Abri l)  

Para e v a l i a r  con pro;?iedad l a  inportancia d e  czda una de  las  
f uentes d? f c d o s  y s u  evaluaci6nt b r e v m n t  se presentan, a continuaci6nt  10s 
d s t o s  re l?vantes  de las mismas. 

1979 1980 1981 ' 30-N-82 
!*lo i l  t o  S - blonto 3 - - Montq 3 - !.Ionto % - 

Ahorro Libre 43.856 6% 51.565 5.1% 65.583 5.2% 65.586 5% 
Eep6sit.3 a 

Plazo 123.917 17.6% 229.325 23.3% 367.806 3 0 % .  369.644 28.6% 
Par t ic ipac iones  

A Lr;mtec~rias A 118.587 16.4% 138.600 14.1% 93.774 7.8% 101.576 7.9% 

De acuerdo con la s i tuac i6n  p r e c d c n t e ,  10s 
cos tos  dc 1.0s rccursos d e l  p h l i c o  conforman e l  s igu ien te  cuadrot 

.I 



Ahorro Libre 15% 6.40% 0.97 12.3% 6.27% 0.77 

Dep6sito a Plazo 44.4% 14.27% 6.34 54.7% 14.24% 7.79 

Participciones 
: H i p  tecar ias 40.6% 11.57% 4.7 33% 14.74% 4.86 

1. ~articipaci6n en el total de recursos del piblico 
2. Costo efectivo en el period0 
3. Cost0 - (1x2) L 
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12 costa-> de 10s recursos en  e l  1:::2rcaio c:t..cci6 en  e l  period0 un 
58%. tasa  t o t a l ,  incluyendo 10s rccursos del D K X P ,  respondi6 a 10s 
s iguiente  indices: 

6 

.. Rccursos d e l  Parcado 40% 12.01% 4.8 42.58 13.42% 5.7 43% 17.71% 7.62 
Financiamiento DECAP 60% 11.92% 7.15 57.5% 13.422 7 .61  57% 13.758 7.84 

BESTAVAILABLE COPY 



B.2 O p r a c i o n e s  Activas - 

. 'i . ANNEX I X  ' 

a 

I I .  

Las operaciones prcduct ivas Gsicas, hakta e l  presente ,  est& 
c o n f o m d a s  por 10s pr6stanos h i p t e c a r i o s ,  las inversiones en  d e g s i t o s  y 
va lores ,  a s i  c m  una comisi6n en  e l  c i e r r e  d e  10s pr6stamos. . . . .  

< .  

B.2.1 ~ r 6 s t a m o s  h ipotecar ios  - 
A continuaci611, l a  evoluci6n d e  la  cartera aue es l a  base 

e s e n c i a l  d e  10s recursos  de  l a  asociaci6n: 
- 

(000 de  Colones) 
FIutual 1979 1980 - 19 8 1  1982 (Abr il) 

Cartago 214.367 30% 271.965 29% 335.700 29% 338.384 21% 
La V i v i e d a  224.157 31% 292.166 - 31% 333.813 29% 341.436 29% 
Heredia 125.979 17% 153.540 16% 174.311 15% 180.861 15% 
Alaj ue la  U4.K.5 18% 189.571 20% 238.256 21% 238.309 20% 
P m t a  Arenas. 11.985 2% 18.452 2% 3 7 . 1 9 1  3% 40,155 6% 
Guanacaste 11,357 2% 18.578 2% 28.477 2% 30.023 3% 

'ICI'AL.. .. . 721i970 944.272 100% 1.147.748 1.169.168 100% 

E l  crechi.,ento t o t a l  d e  l a  c a r t e r a  alcanzb un 62%. De e s t o s  
antecedentes  de desprende l a  p6rdida d e  v e l m i d a d  en  las colccaciones,  y a  que 
durmte e l  p r i ~ e r  cua t r i i i e s t r e  d e  1982, s e  pres ta ron  20,420.000 Coloncs, 
f r e n t e  a 68,158.000, Colones en  e l  mismo periodo d e l  pasado &of es d e c i r  un 
descenso d e l  70%. ! 

E l  rendimiento que esta c a r t e r a  p r o p r c i o &  f u e  corm sigue: 

1982 (Abril) 

Tasa efect iva:  12.73% 13.95% 15.29% l5.75% 

E l  rendimiento d e  la  cartera crecid, en  e l  period0 un 24%, f r e n t e  
a un 32% en  e l  c o s t o  d e  10s recursos. 

B, 2.3. ~ r o y e c c i 6 n  de  resu l tados  (30-Abril-82) 

a. Car t e ra  Promedio en  periodo: C/.1,158.458.000 
-1ntereses producidos 60.657,507 
-Tasa d e  re torno  anual  15,71% 

b. T o t a l  promcdio de  recursos  
. d e  t e rcc ros  C/.1,259.054.000 t - I n t e r e s e s  pagados 66,347.805 t - Costo 'anual 15.81% 

c. ~ r o y e c c i 6 n  de ~ 6 r d i d a :  

1.158.458.000 X 0.1571 = 181.993.750 - Ingreso p r  i n t e r e s e s  
1.259.054.000 X 0.1581 = 199.056.440 - Pagos p r  i n t e r e s e s  

Resultado = (17.06.870) 
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Fxiste un m e j o  netamente negativo que e x i j i r i a  una I 

rentabilidad minim de l a  car tera  de un 17.61%, es:,decir 1.86% m5s sobre e l  I 

actual  15.75%. @ 3 

8 
, 

. . :. ' 
~ i t u a c i 6 n  financiers d e l  sistema de Ahorro y ~r6starclo - . .; 

C. . . 
C.l  ~ n a i s i s  de 10s Balances: 

Breverrente se desarrollan 10s balances d e l  sistema tonado, en 
primer lugar, 10s valores en colones corrientes y seguidmente, co~m 
porcentaje de participaci6n de  cada rubro. 



Disponible 8.437 
Invers ionss  9. fl85 
P r e s t m s  721.970 
Pct ivo  ~ i j o  3.709 
Otros k t i v o s  17.455 

P?& No- 
&psi tos 292.455 
F. DECAP- 441.489 
Otros  Pasivos 12.989 . 
~ e s e  rvas  7.396 
Ut i l i dades  7.127 

TOTAL 761.456 



ANNEX I X  
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S i  bien una d e s c r i s i 6 n  y a r&l i s i s  in tegral  s e r i a  en es tos  . - 
mementos d e i s i a d o  extensa, es precis0 destacar 10s siguientes puntos que 
i n c i d ~ n  en  10s resultados negatives d e l  sistema: ! 

', 
6.  

a. IDS fondos liquidos d e l  sistema han crecido de un 2.41% en . , . . 
1379, a un 5.666 para A b r i l d e  1982. Lo que si bien p u d e  
tener jus t  i f  icasi6n cmo protccci6n f rente a 'situaciones de' 
i l iquidez,  afecta l a  rentabilidad. 

b. b s  activos productivos, considerando corn ta les ,  l a s  
inversiones y 10s p r&s tz l ;~s ,  pasaron de un 95.11% en 1979 a 
un 91.68% en Abril  de 1982, con la consiguiente pgrdida de 
rendhien to  global y l a  carga adicional que e U o  supone de 
sportar un pasivo. * 

c. LQS recursos de capi ta l ,  enten2iendo corn tales las  reservas 
y uti l idades,  pasaron de se r  e l  1.91% de 10s x t i v o s  en 1979, 
a un 0.37%, con un un descenso d e l  80.6%. Se es& pr6xirrto a 
l a  ciescapitalizaci6n t o t a l  d e l  sistema. 

I 

d. Dado que 10s indices a r r  iba mostrados traducen una realidzd 
pro?:dio, las e s t r a t q i a s  internas que e l  s s t e m  adopte 
d e k r i n  'considerar l o  dispar d e l  estado de situaci6n l a s  
diferentes  ascciaciones. 

A m d o  i d i c a t i v o ,  co.npararenos 10s indices a 1  31 de a b r i l  de 
1982, de l a s  que e s t h  en me jor y peor si tuaci6n y cjye denoninaremos A.R. a la 
p r imr4 ,  B.R. a la  segiu-da, o a l t a  rentabilidad. J 

Disp:l ible 1.39% 0.75% 1. Fondos liquidos - A.R.= 5.21% 
B.R.= 9.25% 

1111.-i.rsiones 3.82% 8.50% 
Prcs t a m s  91.72% 82.02% 2. Activos Produtivos- A.R.=95.54% 

, . B.R.=9G.57% 
A c t i n  Fi jo  0.62% 0.59% 
Otcos k t i v o s  2.45% 8.14% 3. Recursos de Capital-A.R.= 2.10% 

rlLTrU. . 100% 100% B.R.= (1.19%) 

ki\-;s i tos  34.03% 62.73% 4. En e l  pasivo se destaca e l  . 
FC:?.:.-S DX~G 61.93% 36.75% fuer te  uso de fondos de costo 
Otc< \s  ?as iv~s '  1.946 1.71% medio d e l  DECAP, 61.93%, u s d o  , 
Rtlscrvas 1.23% 0.29% por A.R.1 f rente  a con e l  
U t  i l l d d e s  0.87% (1.485) 62.73%, de recwrsos caros  

8iv;;,i, 100% 100% de mercado base d e l  financia- 
. *  miento en B.R. 
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Para es te  a ~ l i s i s  individual, no se ha considerado l a  mutual . . . 
Guaracastc, cuya situacibn de g r d i d a  e indices distorsionaria cualquier 

' , .  c o i i r a c i 6 n  y que exige un tratamiento especial y dirgente de parte de l a  DECAP. 
b 

C.2 ra8l is i s  de l  estado.de g r a i d a s  y gan&cias - .. . ..:. . 
. . ' .. . . 

Para cuantificar l a  incidercia de 10s cambids en l a  situaci6n .. 

financiers, se desarrolla a continuaci6n e l  estado de g rd ida s  y ganancias del  
sistowa de A y P. 



=?'l?tCTUIVi Dfi FL?5UI,'rrriXKi PMI'ICIPACION POWWAL -- 
Ingresos (CSO) - -  1979 1980 1981 1932 (Abril) 1979 19110 19Ul 2.982 (A) 

Int. s/Invcrsi~nes 
xnt. s/?r(lst~xs 
Comi sionc-s 
Vsrios " 

Gastos .(000) 

Generales 
Financieros 
Var ios 

Sub-totai 
Utilidad 

TOTAL.. . 
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Con preocupante claridad aparece colno l a  causa deldeterioro, e l  . . 
sunento en 10s gastos financieros que supran 10s ingresos finaiiieros, a1 I 

t i c m  que las  ccinisiones, prcducto de 10s pr&stamos, han descendido en un 42% 
c?ebido a l a  fal ta de actividad erl.el sector. Se detectan ciertas acciones 
~ 'osi t ivas coxo e l  control de 10s gastos generales, que p o r c e n t u a ~ n t  . 
ciesciencien gn 18.5% y e l  a m n t o  de 10s intereses sobre inversiones, que crece : 

un 8263, w r o  tcdo e l lo  no absorve e l  aumento de costo de 10s fondos poniendo 
cn pcligro l a  situeci6n a1 sistema. 

?or l a s  m i s m s  razones anteriormente expuestas, se hari, a 
continuzci6n, una referencia comparativa de indices entre l a s  dos asociaciones 
con resultzdos r&s dispares. 4 

Int/S  inversion?^ 
Int/S ~ r 6 s t x m s  
Coinisiones 
Var ios 

m.... , 

Ct3seraies 
Finaczieros 
Var ics 

Sc+ total 
U t i l i d ~ d  

TIOThL. . . . . . . 

A.R. - B.R. - 
Claramente aparece que e l  peso de 
10s costos financieros ha dis- 
torsionado l a  funsi6n de l a  
asociaci6n de B.R. 

. . 
C.3 Estructura de indices - 
C.4 R~sultados sobre 10s activos promedios - 

Ton-exlo corn' punto de referencia 10s activos p r o d i o s ,  e l  
cozLrx)rta-niento dcl sisterm ha evolucionado de acuerdo a 10s siguientes indices: 

Iqresos  por o-sraci6n 
Gastoa de a&xninistraci6n 

1979 1980 1981 1982 (A) 
14.04% 14.71% 15.76% 15.07% 

Irqrcsos-Gas tas no oixracionales 0.12% 0.078 0.118 0.07k 
TZESULTcW. . . . . 0.669 ( 0.01%) ( 0.74%) : ( 1.053) 

t 

E l  crecimiento . de 10s gastos f inancieros ha de jado de ser sopor tad0 
por 10s irqresos de operaci6n, pese a l a  reducci6n en 10s gastos generales.. 

L3 situaci6n deficitaria se incrementa de mod0 permanente y riipido 
que exigc acciones radicales e inmediatas. 
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ANNEX I X  

. . 
D. I q a c t o  dcl progra~a HG en l o  financiero. . . 

1 
5 .  + 

' D. 1. Tasa de c d i o  a apkicar - r; 
1 

I , 
Para pocler cuantificar en e l  moknto de proyectar e l  program e l  

v o l k n  de moneda local aplicable, se precisa conocer l a  tasa de cambio. 

k l a  fecha y por l a s  especiales circunstancias que atraviesa e l  
p ~ i s ,  existen t res  diversos rhimenes cambiarios a saber: 

a. Paridad 20 colones por d6lar o tasa of icial .  Eh l a  prsctica 
&lo se aplica a kransacciones especiales de tip prioritario. 

b. Paridad de 38 colones por d61art o tasa interbartcaria. E s  la 
tasa establecida por e l  Banco Central y a travgs de l a  cual 
se efectlian l a  casi  totalidad de l a s  transacciones 
f inancieras. 

c. blercado Libre - Eh l a  actualidad, y con un carnbio de 63 
colones p r  d6lar este mercado paralelo queda sujeto a l a  
l ibre  espxulaci6n y es  usado por e l  pliblico y comerciantes 
para obtener dolares en todos aquellos casos en q e  no 10s 
pueden t~nsegui r  o con dificultsd del  Ba~co Central, o Banca 
Corrercial. Aqui no puede hablarse con propiedad de tasa de 
carnbio legal. 

k 10s i f  ectos del  p r k t a m  HG debe asumirse como l a  tasa de 
c r n ~ i 0 ' ~ r o ~ a b l e  l a  interruncaria, es  decir colones 38 po,r d6lar. 

Con esto, e l  inpacto de recursos para e l  sector cualificado de 
vivienda seria de colone 10U millones integrados por 

HG US~20.000.000x38 = Colones 760.000.000 
SINAP US$ 4.G00.000~38 = Cdlones.152.000.000 (se entiende que es  qui- 

valente s u  aporte a 
US$4 1 

'EXhL........ Colones 912.000.000 
kporte prestatarios 10% Colones 101.000.000 

TOrAL.. . . . 
D.2 ~ r ~ ~ i 6 n  del Ahorro - 

Uno de 10s objctivos bjsicos del  prgrama es  fortalecer e l  
coz.xncnte c?c ahorro intcrno que e l  siste;na use en s u  financiamiento, '. 
rcdzci6ndose asi. l a  dependencia del recurso externo. En esta m i s m a  l ine se \ 

busca lcqrar u11a f ~ e r t e  pcnetraci6n del  ahorro por l ibreta de d o  de hacer 
menos oneroso e l  costo proxedio de 10s recursos. En este orden de cosas se 
cucnta con 10s siguientes antecedentes: 
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D.2  Potex ia l  de ahorro - 
'. '(. 

7 

E l  ahorro interno a e f q t o s  de captaci5n por parte de l a s  
asociaciones se aistribuye en ahorro corriente y degs i tos  a plazo, recursos , . 
estos qde ;r:xstran e l  siguiente confortamiento en e l  sistema bancario en su. , .. 
cmparaci6n con A y P. 

(MILUXES DE (DUNES) 

~ep6s i tos  a Plazo 
S/Bancar io S I W  'i; - 

E l  indice de penetraci6n del  SINAP no ha sido considerable, en 
n i n g h  de z~;ms c ~ ~ g o s  y en esfmial  en ahorro corriente. La historia 
co~sarat iva dsst'ca ;el menor crecimiento del  ahorro corriente frente a1  
de-$sit0 a plazo. 

D.3 ~ar t ic ipaci6n de recursos internos en e l  HG - 
Con e l  f in  de incentivar l a  penetraci6n del  SINAP en e l  mercado del  

?horro iibrc3, ce dekn establecer nuevos secanismos que prcduzcan este 
resultado. Con base en 10s antecedentes de nercado, se estima prudente 
consiGzar unEi :,?zcla de fondos de acuerdo a 10s siguient s . l i . i t e s  para 
eaterar' La contrapar tida local equivalente a 12 millones g e dblares. 

40"se ahorro l ibre  equivalente a Colones 182.4 millones - 
60% de dep6sitos a plazo a Colones 273.6 millones- 

Gc accerdo a l as  actuales tasas efectivas pagads, 10s fondos a s i  
captados ten5rian un 15% 'de costo p r o d i o  de inter&. 

D.4 Sstrategias de captaci6n de ahorros- 

Un c a i i o  de esta naturaleza en cuanto a l a  posici6n del  SIPIAP 
frente a1 ahorro exige ciertas rcedidas t&sicas. 

a. Est:udio dcl  mrcado de l  ahorro y del  comportamiento.de 10s 
Ahorristas. 

b. Canbio del  comportamiento del  SINAP a t 

b-1: ~ s t r a t e g i a  de preparaci6n de personal 
b-2: Estrategia de desarrollo de puntos de venta. 

c. C a i a  de prmcoci6n y publicidad considerando - 
c-1: Nuevos servicios 
c-2 : Csrrp~iiss es,pxif icas (Ahorro Escolat Heredia) . 
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ANNEX I X  

d. ~ n A l i s i s  y diseflo de nuevos instrraeytos de captacihn de l  ! I 

ahorro, co;rbinando.. b 

'I 
, 

d.1 d t a  licpidez . , <:. . . . . 
.: . 

d.2 Bajo costo:   nili is is especial de recursos en cuentas 
corrientes .en Bancos comerciales) . 

d.3 Receptividad delmercado a nuevos instrumentos. 
- -- 

D.5 ~g l icac i6n  de l a  tasa variable - L 

La aeci6n combinada de cartera a tasa f i j a  y costos de recursos 
var iaS1es es  factor f uncla~nta l  de l a  actual posici6n negativa de l  sistema. 

Apartir de marzo de 1979, se  introdujo en l a s  escrlturas l a  
clZussla que autoriza variar l a  tasa. En consecuencia, l a  cartera anterior a 
dicha f ezna no es  susceptible de mdif  icaci6n. Historicamente, s61o s e  ha 
aplicado l a  variaci6n una sola vez, en 1981, es te  es  un aspect0 que debe 
diwxizsr e l  SI:AQ, para mjorar  su rendimiento. 

a. ~s t ruc tu ra '  actual de l a  cartera: (a1 31 de marzo-82) 

IWTAL WW22 SIgQ (millones) 
Tasa E ' i  j a ' 

. Tasa Variable 

Colones 1.178 
Colones 715 
Colones 463 

J * 

PLWICI?AC:IG:J PO-FiZXIUAL 
Tasa Pi ja-total Colones 715 

D E U P  Colones 504 
A y P  Colones 211 

T X 4  W-'~IA%IE: . . Colones 463 
DXA? . Colones 222 
A Y  P Colones 241 

Colones 463 
Colones 195 
Colones 63 
Coloces 205 

1;l.cartera y e  a c t u a h n t e  puede movilizarse e s  l a  
corr;ls;o!xiiente n l  21.758. l a  cartera PHG, por ser programa gukrnamental con .t 

costos es,oc-.cificos, su variacibn no es t s  en l a  discrecionalidad del  sistem. 
De otro lado l a  cartera a1 246 y 26% no e s  susceptiblr a c t u a h n t e  de cambio. 

b. Incidencia de l a  variacihn en' la tasa de inter& - 
Asuiiendo cjue en un futuro prbximo prmanecer6n 10s costos de l  

clir~cro en 10s l in i t e s  actucllcs, pudiera progrmrsc  e l  a m n t o  de las tasas a 1  
21.75, h s t a  l levarlas a1  24, en t r es  ajustes de 0.75. 

. . 
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ANNEX I X  

30- 9-82 aumento de 21.753 a 22.50% 
30- 6-83 aurnento.de 22.50% a 23>25% 
31-12-83 alnento de 23.25% a 248 _ . . . . - 

Durante e l  desarrollo del  programa HG l a  incidencia dc estos 
ajustes prducir6 en l o  finmciero un aumento de ingresos superior a 10s trece 
millones de Colones. 

pmom AClUAL AJUSTADA 
(000 de Colones) DIF-LA - % 

La diferencia en e l  irnpreso e s  corn puede observarse sustancial, 
y cualquier alza en, e l  costo de 10s recursos debe conllevar una movilizaci6n . 
g l o h l  de t d o s  10s activos ajustables. 

D.6 Problems en l a  apliczci6n de l a  tasa variable - 
H a  existido una sensible d a i r a  en l a  aplicaci6n de l a  tasa 

vaziable dzbido a una pluralidad ae causas entre l a s  quc c&e destacar: 

.. a. Dificultad de introducir e l  concept0 de tasa variable en e l  
prestatario par inexistencia de exFerienci$s previas en e l  
mercado . 

b. Fzlta de generalizaci6n en e l  procedimiento. Al ser  l a s  h i c a s  
instituciones de vivienda en ml ica r  l a  tasa variable, 
cparecieron ante l a  o~ in idn  p&lica corn gravancio l a  cartera de 
mod0 arbitrario, con e l  consiguiente.impacto, en l a  imagen del  
sistena. 

c. Fal ts  de reglamentaci6n adecuada, l o  que prcdujo: 

c.1 Insquridad del  pGblico en cuanto a l a  previsibilidad de 
l a s  condiciones de aumento futuro. 

. . 
c.2 ,Ausencia de plainif icaci6n y programacibn sobre a w n t o s  

peri62icos que evitaran e l  impacto de un alza bruscq de l a s  
tasas. 

-1 . . . , 
Deben, para ajustes futuros, considcrarse estos problemas y 
no verse enfrentados de nuevo a situaciones tan delicadas. 

. . 
d. Corn un mecanismo para paliar e l  peso de l a  cartera a tasa f i j a ,  

l a s  ascciaciones e s t k  e:iigiendo a m n t o  de tasa en 10s 
p i 6 s t a ~ 0 ~  marosos que piden renegociaci6n de l a  deuda. , 




