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13. SUMMARY 

A .  I n t roduc t i on  

The P ro j ec t  s u c c e s s f u l l y  suppor ted  A I D ' S  long-term s t r a t e g y  i n  Costa  Rica 
emphasis ing g r e a t e r  re1ie.ic.e on t h e  p a r t  of t he  p u b l i c  and p r i v a t e  f i n a n c i a l  
system f o r  mobi l iz ing  i nc r ea sed  l o c a l  r e s o u r c e s  f o r  t h e  s h e l t e r  s ec tDr  and t o  
expand t h e  r o l e  of t h e  p r i v a t e  s e c t o r  i n  both t h e  m o b i l i z a t i o n  of in te r r .21  
r e s o u r c e s  and t he  produc t ion  of housing s o l u t i o n s  w i t h  minimum s u b s i d i e s  f o r  
f a m i l i e s  below t h e  median income. 

During a  c r i t i c a l  per iod i n  Costa R ica ' s  eccnomic development t h e  p ro j ec t  
c o n t r i b u t e d  t o  ame l io r a t i on  o f ,  i f  no t  a  d e f i n i t i v e  s g l u t i o n  t o ,  t h e  f i n a n c i a l  
c r i s i s  f ac ing  the  Nat iona l  Savings a n d  Loan System o r  SKAP ( t h e  S  & L 
a s s o c i a t i o n s )  and t h e  c e n t r a l  r e g u l a t o r y  organism t h e  "Departamento Cen t r a l  de  
Ahorro y  Prbstamo d e l  Banco Cr6d i to  Agr ico la  de Ca r t ago ,  (DECAP). These 
i n s t i t u t i o n s  were conf ron ted  w i th  s u b s t a n t i a l  l o s s e s  due t o  t h e  s h a r p  r i s e  i n  
t h e  c o s t  of short - term r e sou rce s  and t h e  f i x e d  r a t e  on mortgage l o a n s .  This 
n e g a t i v e  spread  on t h e i r  f i n a n c i a l  o p e r a t i o n s  p l u s  t h e  l o s s e s  s u f f e r e d  from 
t h e  low r e t u r n s  on e x i s t i n g  mortgage p o r t f o l i o s  t ,h rea tened  t h e  f i n a n c i a l  
e x i s t e n c e  and t h e ,  cont inued v i a b i l i t y  of t h e  S  6 L gystem. Furthermore,  
a c c e s s  t o  e x t e r n a l  r e sou rce s  was shu t -of f  due t o  Costa  P i c a ' s  i n a b i l i t y  t o  
meet '  i t s  f o r e i g n  deb t  o b l i g a t i o n s .  Without AID a s s i s t a n c e ,  t h e  S 6 Ls would 
have d i sappeared  i n  t h e  per iod  a f t e r  1982. 

To a s s i s t  t h e  Costa Rican Savings  and Loan System unde r  t h e s e  d i f f i c u l t  
c i rcumstances  t h i s  p r o j e c t  con t a ined  two major components t o  d e a l  w i t h  t he  
problems: 1) a  $20 m i l l i o n  Housing Guaranty l oan  complemented by a l o c a l  
c o u n t e r p a r t  of $4 m i l l i o n  t o  be mobi l ized  by t he  S d L a s s o c i a t i o n s ;  and ( 2 )  a  
$300,000 development g r a n t  f o r  t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g .  

B.  Ma i o r  Conclusions 

B .1 Major Achievements 

The p r o j e c t  ha s  had a  s u b s t a n t i a l  impact i n  t h e  f o l l o w i n g  a r e z s :  (1)  
e n a b l i n g  t h e  S 6 L system t o  mob i l i z e  a  cons ide rab l e  amount o f  p r i v a t e  c a p i t a l  
and domes t ic  s av ings ,  thereby  c o n t r i b u t i n g  t o  improve p r o f i t a b i - i t 3  a n i  
i n c r e a s e  ne t  worth; ( 2 )  a  r e v i t a l i z a t i o n  of the  c o n s t r u c t i o n  i n d u s t r y  a s  
evidenced by the  widespread p a r t i c i p a ~ i o n  by : r i v a t e  deve lope r s  i n  the  
program; ( 3 )  a  permanent change i n  e x p e c t a t i o n s  i . :  s h e l t e r ,  a s  i n d f c s t e d  by 
reduced c o n s t r u c t i o n  s t a n d a r d s  t h a t  have ga inec  widespread acceh t ance  by 
consumers,  deve lopers  and f i n a n c i a l  i n t e r m e d i a r i e s ,  a.nd ( 4 )  prompting debate  
w i t h i n  Costa Rica on s t e p s  r equ i r ed  : o  f u r t h e r  s t r e n g t h e n  t h e  housng f i nance  
s e c t o r  cu lmina t ing  i n  t h e  r e c e n t  e s t ab l i shmen t  of  t h e  Banco H i p o t e c a r i o  de l a  
Vivienda BANHVI. Overa l l  t h e  p r o j e c t  has  enhanced t h e  a d a p t a b i l i t y  of the  
SNAP t o  ope ra t e  more e f f e c t i v e l y  i n  t h e  f a c e  of changing economic c o n c i t i o n s .  



The t a c k ,  however, i s  n o t  y e t  complete. The S';;rP s t i l l  i s  bese t  by s e r i o u s  
d e f i c i e n c i e s  which w i l l  need t o  be addressed  i f  t h e  l a r g e  g o a l s  of reduced 
dependency on e x t e r n a l  r e sou rce s  i s  t o  be r e a l i z e d .  Among t h e  a r e a s  r e q u i r i n g  
a d d i t i o n a l  a t t e n t i o n  a rc :  ( 1 )  Asset and L iab i  l i  t y  management ; ( 2 )  r educ t i on  
of a d m i n i s t r a t i v e  i nexpe r i ence ;  and ( 3 )  improved q u a l i t y  of  c r e d i t  p o r t f o l i o  
management. 

The Miss ion ' s  s t r a t e g y  i s  t o  focus  a s s i s t e n c .  on BANHVI a s  t h e  v e h i c l e  f o r  
channe l ing  bo th  t e c h n i c a l  and c a p i t a l  r e s o u r c e s  t o  t h e  s h e l t e r  seccor  
i n c l u d i n g  S W .  In  t h i s  c o n t e x t ,  d i s c u s s i o n s  c u r r e n t l y  underway wi th  BANHVI 
a r e  focussed on a  f i n a l  de t e rmina t i on  with  r ega rd  t o  how t h e  $6 M uncont rac ted  
of t he  515-UG-007 p r o j e c t  could be used t o  f u r t h e r  s t r e n g t h e n  t h e  f i n a n c i a l  
s i t u a t i o n  of t h e  system.  

The SNAP was s e v e r e l y  d e c a p i t a l i z e d  i n  1982,  be fo re  t h e  implementat ion of 
programs 515-HG-007 f o r  $20 m i l l i o n  and t h e  i n f u s i o n  of  f i n a n c i n g  on s o f t  ESF . 
terms of  t h e  l o a n  515-K-040 f o r  $5 mi l l i on .  

-- This  f i n a n c i n g  p l u s  t he  Technical  Ass i s t ance  Grant provided SNAP t h e  
funds  and suppor t  necessary f o r  i t  t o  g e n e r a t e  new r e s o u r c e s ,  e.g. ,  
f r e e  s a v i n g s ,  time d e p o s i t s ,  stocl.- exchange o p e r a t i o n s ,  and t o  
r e g i s t e r  a p r o f i t  thereby,  s t r e n g t h e c i n g  t h e i r  n e t  worth.  

-- This p o s i t i v e  impact of t h e  AID programs on SNAP s e r v e d  t o  s t a b i l i z e  
t h e i r  f i n a n c i a l  cond i t i on  and encouraged t h e i r  growth. Th i s  allowed 
them t o  c o n t i n u e  t o  perform t h e i r  main f u n c t i o n  of producing l o a n s  
f o r  lower and middle income f a m i l i e s ,  bo th  th rough  t h e i r  own 
r e sou rce s  and w i t h  t he  long  term f i n a n c i n g  a v a i l a b l e  th rough  the  
Housing Program. 

-- Loax produc t ion  has advanced a t  an  a d e c ~ s t e  pace v i t n  l e s s  p rogress  
shown by t h e  home improvement loan  conponent.  

-- The f i zanc ing  of  515-HG-007 was w. l l  planned. @.ce t h e  borrowing 
t e r n s  were known, however, t he  e f f e c t s  of t h e  3 y e a r  c a p i t a l i z a t i o n  
of  i n t e r e s t  should have been more c l o s e l y  e v a l u a t e d .  This  
ca7 f : a l i z a t i on  cond i t i on  reduced t o  some e x t e n t  t h e  b e n e f i c i a l  
f i n k a c i a l  e f f e c t s  t h a t  t he  prograrr: should have had on SNAP, mainly 
DECAP. 

-- The i n f u s i o n  of term money wi th  s o f t  i n t e r e s t  r a t e s  through ESF 
515-K-040 could  have been f o r  g r e a t e r  amounts a t  the time i t  was pu t  
t h r o u ~ 1 1  DZCAP, and under cond i t i ons  more f a v o r a b l e  t o  t h e  S & Ls. 
r a t h e r  t h a n  t o  DECAP, t o  provide a  l onge r  l a s t i n g  b e n e f i t  t o  t h e  
S d L Assoc i a t i ons .  

-- DECAP should  e v a l u a t e  i t s  on-lending r a t e s  (007 and 040) t o  t h e  
S 6 L s ,  t o  t r a n s f e r  a l a r g e r  p o r t i o n  of t h e  sp read  t o  them; 
o therwise ,  t h e  expected c a p i t a l i z a t i o n  e f f e c t  of  t h e s e  l o a n s  w i l l  
t ake  l onge r  and w i l l  be a f f e c t e d  by i n f l a t i o n ,  s i n c e  t h e  SNAP a s s e t s  
w i l l  l o s e  t h e i r  r e a l  va lue  over  t i r c .  



T- In s p i t e  o f  t h e  improvement n o t i c e d  i n  SNAP a 6  i t  s t a n d s  today ,  
probably i t  would be unat!!(~ t o  c o n t i n u e  i t s  t r e n d  of growth i f  
a d d i t i o n a l  f i n a n c i n g ,  on s o f t  t e rms ,  i s  no t  added t o  t he  p r e s e n t l y  
e x i s t i n g  uncorltracted balance of $6 m i l l i o n  remaining i n  t h e  
515-HG-007 Program. . 

Se lec t ed  F inanc ia l  I n d i c a t o r s  of SKAP 
(1982 - 1985) 

Investment  i n  M i l l i o n s  of Colones 

1982 - .  1985 - Change 

To ta l  L i a b i l i t i e s  1 ,404.8 4,059.9 2,655.1 

Net P r o f i t  -19.6 39.2 19 .6  

Net Worth -21.0 117.6 96.6 

The above f i g u r e s  show t h e  cons ide rab l e  p r o g r e s s  made i n  such a s h o r t  
t ime: from August, 1983, when t h e  f i r s t  A I D  funds  were d e l i v e r e d ,  t o  December, 
1985, when t h i s  comparison was made. However, i t  must be expla ined  ( a s  shobn 
below) t h a t  t h i s  recovery i s  s t i l l  no t  enough t o  a c h i e v e  SNAP'S f i n a l  
s t a b i l i t y .  

B.2 Major Problems Encountered 

Kat iona l  Economic S i t u a t i o n :  

AL t h e  t ime t h e  515-BG-00; p r i j e c t  was s ta r t i i .6 -u?  (1983) SNAP ;is 

s u f f e r i n g  through a major recessio;: t h a t  had begun i n  Costa Ricc ' s  economy i n  
1980. Desp i te  having f inanced  a n  accumulated t o t a l  of 37,777 mortgages s i r .ce  
t h e  system's  b i r t h  i n  1969, t h e  c o u n t r y ' s  un favo rab l e  ~ r n o r n i c  cond i t i ons  :.;d 
caused SNAP'S mortgage f i nanc ing  a c t i v i t j e s  t o  s h a r p l y  c s c l i r e  from a peak of 
4,432 mortgages gene ra t ed  i n  1979 t o  on ly  1 ,392  mortgages in 1983. 

Furthermore,  t h i s  c r i s i s  brought about  a s t r o n g  i n c r e a s e  i n  inf1a:ion 
which, i n  t u r n ,  d r a m a t i c a l l y  a f f e c t e d  t h e  p e o p l e ' s  c a p a b i l i t y  f o r  repaying 
l o a n s ,  and t o  save  and i n v e s t .  Th i s  was a s e r i o u s  set -back f o r  tne 
development of t h e  p r n i e c t ,  which was t o  t r y  t o  r e a c h  t h e  people  i n  t h e  lower 
income b racke t s .  

I 



Popular Views on Housing i n  Costa Rica 

Up u n t i l  t h e  i n c e p t i o n  of P r o j e c t  515-HG-007, both t h e  b u i l d e r s  and 
f i nance  companies,  and t h e  b e n e f i c i a r h s  of low-cost housirag had a deep ly  
i n g r a i n e d  concept  of  s h e l t e r .  Up u n t i l  t h a t  t ime and f o r  s e v e r a l  decades ,  
government a d m i n i s t r a t i o n s ,  on t h e  b a s i s  of completely  demagogic p o l i t i c a l  
s t a n d s ,  had imbedded i n t o  t he  Costa  Rican people  t h e  idea  of a minimal s h e l t e r  
c o n s i s t i n g  of 60 square  meters  of c o n s t r u c t i o n  01; 2.15 squa re  meter l o t s .  This  
has  perhaps been t h e  most d i f f i c u l t :  s i t u a t i o r i  t o  overcome i n  t h e  
implementat ion o f  t h e  p r o j e c t  . 
P r o j e c t  Design Problems: 

During t h e  implementat ion of t h e  P r o j e c t  , p r a c t i c a l  expe r i ence  madt i t  
neces sa ry  t o  make c e r t a i n  changes i n  t h e  o r i g i n a l  des ign .  For example,  :he 
component f o r  "Housing Improvement Loans" was reduced t o  50% of t h e  amount 
o r i g i n a l l y  s e t  i n  t h e  PP f o r  t h a t  purpose.  The o l i g i n a l  a l l o c a t i o n  of  $10 
m i l l i o n  (50% o f  t h e  t o t a l  HG l oan )  was reduced t o  $ 5  m i l l i o n .  The l i m i t e d  
demand shown by low-income f a m i l i e s  f o r  home improvement f i n a n c i n g  was due t o  
t h e  f a c t  t h a t  most of  them a l r e a d y  had t o  repay a mortgage on t h e  house t hey  
bought o r  b u i l t  and t h e i r  fami ly  income was not  s u f f i c i e n t  f o r  them t o  pay an 
a d d i t i o n a l  i o a n  o b l i g a t i o u .  In  o t h e r  words, i t  was a q u e s t i o n  of income 
a f f o r d a b i l i t y .  Another change made i n  t h e  P r o j e c t  was i n  t h e  family-income 
t a r g e t s .  The PP e s t a b l i s h e d  a 25th income p e r c e n t i l e  a s  t h e  average  home 
?mprovenent f i n a n c i n g .  During implementat ion t h e  50th income p e r c e n t i l e  was 
s e t  a s  t h e  upper  l i m j t ,  mainly due t o  t h e  f a c t  t h a t  few f a m i l i e s  a t  t h e  25 th  
p e r c e n t i l e  i e v e l  owned t h e i r  own home a n h h e r e f o r e  l i t t l e  desand e x i s t e d  f o r  
l o z n s  t o  f i n a n c i n g  inprove  houses.  Fs r thermore ,  t h e  t h r e e  components o f  t h e  
p r o j e c t  f o r  buying  a Lot,  f o r  buying a l o t  and b u i l d i n g  a home, and f c r  buying 
o r  b u i l d i n g  a home, were changed t o  two c a t e g o r i e s ;  t h a t  i s ,  from t h e  0 - 35 th  
p e r c e n t i l e  and from 36th  to' 47th p e r c e n t i l e .  Ihe t h r e e  c a t e g o r i e s  s e t  by t h e  
PP were aimed a t  t h e  0 t o  25 th)  26 th  t o  35tn,  and 36 th  t o  47th income 
p e r c e n t i l e s .  

L imi t a t i ons  of  I a w  4338 governing a c t i v i t i e s  of SNAP: 

The PP i nc luded  ou tpu t s  which could n o t  be a t t a i n e d  wi thout  i n t r o d u c i n g  
changes t o  L a w  4338. This  inc iuded:  t h a t  DECAP would make profound changes 
i n  i t s  p o l i c i e s  and d i r e c t i v e s  t o  t he  SNAP; t h a t  DECAP would i s s u e  new 
r e g u l a t i o n s  f o r  t h e  use  of i n t e r e s t  r a t e s ;  t h a t  DECAP, t o g e t h e r  w i t h  .he SNAP 
would d i v e r s i f y  t h e i r  o p e r a t i o n s  t o  become more p r o f i t a b l e  i n  new l i n e s  o f  
c r e d i t ,  e t c .  

I 

SNAP, t h a t  i s  DECAP and t h e  S d Ls have only s l i g h t  p o l i t i c a l  i n f l u e n c e  
a t  t h e  n a t i o n a l  l e v e l .  For t h i s  r ea son ,  they  d i d  no t  i n f l u e n c e  t h e  Na t iona l  
Assembly t o  make t h e  above changes i n  Law 4338 and t h e r e f o r e ,  t h e  
aforement ioned o b j e c t i v e s  have n o t  been achieved.  However, t h e  e f f o r t s  made 



toward t h i s  end u l t i m a t e l y  suppor ted  t h e  enactment of an e n t i r e l y  new p iece  of 
l e g i s l a t i o n  on housing i n  Costa Rica,  which has c r e a t e d  t h e  "Nat iona l  Housing 
Financing System", which i c  made up of t he  "Banco H i p o t e c a r l o  d e  l a  Vivienda", 
(BASHVI) a s  t h e  main e n t i t y ,  and of t he  au tho r i zed  e n L i t i e s  provided f o r  i n  
t h e  Law. ?he p r e sen t  SNAP w i l l  have a  s p e c i a l  s t a t u s  among t h e s e  e n t i t i e s ,  
and DECAD w i l l  become p a r t  of  BA.hYV1. This  new n a t i o n a l  l e g i s l a t i o n  g i v e s  t h e  
SNAP g r e a t e r  o p e r a t i n g  f l e x i b i l i t y .  For example, i n  t h e  f u t u r e  a s  a  measure 
f o r  d i v e r s i f i c a t i o n ,  t he  SNAP w i l l  be  allowed t o  provide inter i f f i  cons t ruc t i on  
f i n a n c i n g  f o r  home b u i l d i n g ,  i .e . ,  f i n a n c i n g  f o r  c o n s t r u c t o r s  t o  bi!ild homes 
and s e l l  them t o  i n t e r e s t e d  p a r t i e s  who o b t a i n  long  term mor'gage l o a n s  t o  buy 
them. This  new law a l s o  g i v e s  BmVI c a p a c i t i e s  t o  i n s t r u c t  and c o n t r o l  t he  
e n t i t i e s ,  which DECAP never had. 

14.  EVALUATION METHODOLOGY 

The e v a l u a t i o n  has been conducted under t h e  d i r e c t i o n  of  t h e  Chief of 
RHUDO/CA Lee Denison Roussel dnd J e f f o r y  Boyer, Mission and Regiondl Housing 
O f f i c e r  a s s igned  t o  Costa Rica,  by E l i 6 c e r  ~ e r n s n d e z ,  RHUDO/PSA and t he  
Economist Elena Wachong. 'Ihe f i e l d  work f o r  t h i s  ass ignment  took  f o u r  veeks 
which s t a r t e d  on September 1, 1986. The consult an,;^ a p p r e c i a t e  t h e  a s s i s t a n c e  
and 
t h e  

coope ra t i on  g iven  t o  them by Miss ion ' s  s t a f f  and o f f i c e r s  of DECAP, and 
Savings and Loan a s s o c i a t i o n s .  

The o b j e c t i v e s  o f  t h e  e v a l u a t i o n  were: 

Evaluate  t h e  implementat ion of t h e  program w i t h  r e s p e c t  t o  p r e - e s t ab l i shed  
g o a l s  a s  de f ined  i n  t h e  P r o j e c t  Paper (PP), Log ica l  Framework 
Implementation P lan ,  Memorandum of Understanding (MOU), e t c ;  

Determine t h e  key f a c t o r s  t h a t  have played a  major  p o s i t i v e  and/or  
nega t i ve  r o l e  i n  t h e  execu t ion  of t h e  program; 

Review t h e  hypo thes i s  s t a t e d  i n  t he  PP and MOU and t h e i r  planned t a r g e t s ,  
g iven  Costa Rica ' s  s h e l t e r  c o n d i t i o n s ,  and compare the ... t o  t h e  a c t u a l  
s i t u a t i o n ;  

Evaluate  t h e  app rop r i a t enes s  of t h e  program's i n i t i a l  des:,,: 2r.d pro j ec t ed  
o u t p u t s ,  and subsequent changes t h a t  have been I n c o r p o r a t e d  t o  f a c i l i t a t e  
program implementation; and 

Assess t h e  performance of  t h e  v a r i o u s  i n s t i t u t i o n s  i n c l u d i n g  A I D ,  DECAP, 
S 6 L Assoc i a t i ons  Mutuales and o t h e r s  t h a t  a r e  in: lolved i n  implementing 
t h e  program. 

The c o n s u l t a n t s  made t h e i r  e v a l u a t i o n  i n  c o o r d i n a t i o n  w i t h  DECAP and w i th  
each of  t h e  S  i Ls making up t h e  Nat ional  Savings and Loan System o f  Costa 
Rica ,  and t h e  Mortgage Department of t h e  Banco Crgdi to  Agr i co l a  de  Cartago,  



t h e  l e t t e r  a l s o  being cons ide red  a s  a  S 6 L f o r  t h e  p u r r : s c s  o f  t h e  prograa.  
The sou-ces of i n fo rma t ion  used were used were: t h e  i i l e s  of t h e  RHL'DO 
P r o j e c t  and of USAID/CR (GDD); t h e  documents and accoun t ing  r e c o r d s  on t he  
p r o j e c t  kept  by DECAY and by each S 6 L; and v i s i t s  conducted with  
r e p r e s e n t a t i v e s  of a l l  of  t h e  above mentioned en t 1 t ies. Furthermore,  
a d d i t i o n a l  and updated i n f o r m a t i o n  was r e q u e s i e d  ol DLC.42 aud i h e  S & Ls, 
i n c l u d i n g  a  p r o j e c t i o n  f o r  t h e  use  of the $6 m i l l i o n  ~ t i : l  t o  be con t r ac t ed  
o u t  of t he  t o t a l  $20 m i l l i o n  a u t h o r i z e d ,  . 
15.  EXTERNAL FACTORS 

A. I n f l a t i o n  and Cost o f  L iv ing  

P r i o r  t o  1981, Cos t a  R i c a ' s  economy was r e l a t i v e l y  s t a b l e ,  wi th  an 
i n f l a t i o n  r a t e  of l e s s  t h a n  20 percen t  and an unemployment r a t e  of less than 
f i v e  percen t .  The y e a r  1980 marks t he  beg inn ing  of  one  o f  t h e  toughest  
economic cr ' i ses  t he  c o u n t r y  ha s  undergone i n  r e c e n t  t imes .  Economic growth i n  
1980  was i n  t he  o r d e r  of  0.8 p e r c e n t ,  and i n  1982 t h e r e  occu r r ed  t h e  deepest  
d r o p  i n  t h i s  pe r iod ,  down t o  -7.3 percen t .  

This  c r i s i s  i s  r e v e a l e d  i n  t h e  dec rea se  i n  r e a l  incoze  and i n  consumption; 
and an  unprecedented i n c r e a s e  i n  i n f l a t i o n ,  which exceeded 90% i n  1983. 
Employment dropped s h a r p l y  d u r i n g  t h i s  pe r iod  and t h e  unemployment r a t e  
douhled,  from 5% t o  abou t  10%. These s e v e r e  macro-economic c o n d i t i o n s  have 
a f f e c t e d  t h e  s h e l t e r  s e c t o r  e s p e c i a l l y  i n  terms of h ighe r  c o n s t r u c t i o n  c o s t s  
and e b c a l a t i n g  i n t e r e s t  r a t e s .  

I nc r ea se s  i n  c o n s t r u c t i o n  c o s t s  a r e  f r e q u e n t l y  c i t e d  a s  a  o b s t a c l e  t o  
p r o j e c t  development. In 1978 i: was es t imated  t h a t  c o s t s  f o r  s o l u t i o n s  ranged 
from $5,740 ($672) f o r  some home improvements t o  $ 2 3 , 7 5 5  ($2 ,780)  f o r  a l o t  
and a  b a s i c  core  u n i t ,  u s i n g  and exchange r a t e  of  e8.50 t o  ~ ~ $ 1 . 0 0 .  ' h e  most 
expens ive  s o l u t i o n  was e s t i m a t e d  t o  be a f f o r d a b l e  t o  a  farnily e a r n i n g  $1,667 
p e r  con th ,  which was c c l c u l a t e d  2: t h a t  t ime t o  be a f f c r d a S l e  t o  f a ~ i l i e s  a t  
t h e  j j th  income p e r c e n t i i e  i n  t h e  Met ropol i t an  Area of aan Jos6 .  

'-.. . . . i n f l a t i o n  f a c t r . r  used i n  c a l c u l a t i n g  u n i t  c n e t s  dur in .g  t h e  period 

1974-15E2 was 15.6 pe rcen t  per  yea r .  It was assumell i n  t h e  PP t h a t  a l l  u n i t  
t y p e s  would be a f f o r d a b l e  up t o  t h e  45th p e r c e n t i l e  of  t h e  median income. 
However, a c t u a l  i n f l a t i o n  i n  t h e  c o n s t r u c t i o n  s e c t o r  was 20 p e r c e n t  i n  1980, 
64 percen t  i n  1981, 8 5  pe rcen t  i n  1982, and has  s i n c e  d e c l i n e d  t o  1 5  percen t  
i n  1983, and 12 percen t  i n  1984 and 1985, 

B. Housing A f f o r d a b i l i t y  

While c o n s t r u c t i o n  c o s t s  have increased  by about  200 pe rcen t  o v e r  t h e  pas t  
f i v e  y e a r s ,  va r ious  e s t i n i a t e s  of t h e  median income f o r  households  dur ing  t h e  
same per iod  showed a n  i n c r e a s e  of  more than 500 p e r c e n t .  The median income 



was established a t  $3 ,193  i n  1980,  $4,400 i n  lPel. ,  C6.250 i n  1982,  e7,690 i n  
January 1983 and $13,000 i n  J u l y  1983, @14,400 f o r  t h e  f : lrsL h a l f  of 1984 and 
(222,901 i n  t h e  s e c o n d ,  and f o r  t h e  f i r s t  h a l f  of 1986 C23,260 and $23,620 i n  

- .  t h e  second. T h i s  r a p i d  i n c r e a s e  o f  t h e  median income f a c i l i t a t e d  t h e  
p r o j e c t ' s  development a t  t h e  upper  income r a n g e  (45% p e r c e n t i l e  l e v e l ) .  
However, lower  income g r o u p s  were more a d v e r s e l y  impac ted  because  s a l a r y  
increases d i d  n o t  keep pace  w i t h  o t h e r  c o s t  of  l i v i n g  f a c t o r s ,  f o r c i n g  many 

. p o t e n t i a l  buyers  o u t  o f  t h e  hous ing  market .  

16 .  INPUTS 

:4. S u n w r y  of I n p u t s  

LONG "EM LOCAL CURRENCY. LOAhlS: The $14 m i l l i o n  i n  H G s  have been 
o b t a i n e d  a t  l o a n  i n t e r e s t  r a t e s  below t h o s e  o f  t h e  l o c a l  market ,  
which h a s  a l l o w e d  t h e  SNAP t o  c o v e r  most o f  t h e i r  o p e r a t i n g  c o s t s .  
These re!iources a r e  b e i n g  d i r e c t e d  t o  b e n e f i t  i a m i l i e s  below t h e  
median i n c m e .  

WORKIp;G CAPITAL: I n  o r d e r  t o  q u i c k l y  r e v e r s e  t h e  s u b s t a n t i a l  l o s s e s  
s u f f e r e d  by t h e  SNAP (1981:-i983) due  t o  i n f l a t i o n  and t h e  h i g h e r  c o s t  
of  f u n d s ,  a  $5 m i l l i o n  ESF l o a n  was p r o v i d e d .  T h i s  working c a p i t a l  
a t  f a v o r a b l e  i n t e r e s t  r a t e s  p rov ided  t h e  SKAP w i t h  p r o f i t s  t o  
overLome t h e  l o s s  o f  e s r n i n g s  caused by p r e v i o u s  f i x e d  i n t e r e s t  r a t e s  
on o l d  mort4;kes.' (Annex 11) 

TECHNICAL ASSISTANCE: These cocy ined  r e s o u r c e s ,  s u p p o r t e d  by a 
t e c h n i c a l  a s s i s t a n c e  g r a n t  of $?d2,030 t o  overcome o p e r a t i o n a l  
u e ~ ' h n e s s e s  o f  t h e  SSPL', have a l l o x e d  t h e  SKAP t o  c o n t i n u e  i t s  
operat:cr\ and t o  p a r t i a l l y  meet a p o r t i o n  o f  t h e  s h e l t e r  needs o f  
nediuro an,!. lower  income groups  i n  t h e  c o u n t r y .  (Annex 111, 

2. M o b i l i z a t i o n  o f  -La221 R P S C ~ C ~ S :  $ 1  2.0 m i l l i o n  
1 )  F r e e  s a v i n g s  w i t h  lower c o s t  4.8 m i l l i o n  
2 )  O t h e r  s a v i n g s  7.2 m i l l i o n  

B. P r o j e c t  Paper  S t a t e m e n t  o f  and The i r  R e l a t i o n  t o  S p e c i f i c  Problems 

Problem: Limited p r o d u c t i o n  f o r  t h e  t a r g e t  g r o u p .  

o  Input :  The HG r e s o u r c e s  a r e  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  d e s i g n e d  t o  have  a t  l e a s t  $4 m i l l i o n  i n  
l n t e r n a l  r e s o u r c e s  o f  t h e  s y s  tem d i r e c t e d  toward t h e  same t a r d e t  group. 
(See "Outputs" New Housing S o l u t i o n s ) .  



Problem: Lack o f  f i n a n c i a l  po l i cy  which t a k e s  i n t o  account  c o s t  of r e sou rce s .  

Input :  The HG resources  would be loaned t o  t h e  C e n t r ~ l  3 ~ n k  of Costa  
Rice (BCCR) bh i ch  i n  t u r n  would on lend  t o  DECAP i n  l c cz :  cur rency .  
B C C K ' s  r a t e  t o  DECAP i s  e s t ima ted  a t  1 5  1 /2% which i nc lud t . .  112 pe rcen t  . 
f o r  B C C R ' s  a d m i n i s t r a t i o n .  The g r a c e  pe r iod  and repaymen: i i r i o d  of t h e  
U.S. l o a n  (10  and 25 yea r s  r e s p e c t i v e l y )  would be he ld  corrstant i.n t h e  
BCCR-DECAP r e l a  t i onsh ip .  CECAP would prov ide  HG r e sou rce s  t o  t h e  s y s  tem 
a t  a  c o s t  o f  18%. 

The a c t i v e  r a t e  of i n t e r e s t  used i n  t h e  prograffi's des ig i ,  and which i s  
r e f l e c t e d  i n  t h e  cash flows i n  t h e  P r o j e c t  Paper was 2 3  i , , This  r a t e  
of i n t e r e s t  t a k e s  i n t o  account  t h e  r a t e  of  r e t u r n  or, t he  p r e s e n t  v 

p o r t f o l i o ,  t h e  c o s t  of HG funds ,  t h e  e s t i m a t e d  c o s t  of i n t e r n a l  r e s o u r c e s ,  
and e s t i m a t e d  i n c r e a s e s  i n  a d m i n i s t r a t i v e  c o s t s  expected from 
d i v e r s i f i c a t i o n .  The r a t e  of 23.5% would be t h e  minimum needed by t h e  
a s s o c i a t i o n s  t o  e s t a b l i s h  an e q u i l i b r i u m  and t o  s t a r t  t o  accumulate a  
s u r p l u s  f o r  re investment .  The p l ann ing  p roces s  i n i t i a t e d  du r ing  t h e  
program's d e s i g n  s t a g e  w i l l  con t i nue  th rough  t h e  per iod  of implementat ion,  
suppor ted  by e h o r t  and long-term t e c h n i c a l  a s s i s t a n c e .  (See "Outputs" 
F i n a n c i a l  P l ann ing )  

Problem: Heavy dependency of DECAP and SNAP on h igh  c o s t  e x t e r n a l  l oans .  

o  Input:  An i n i t i a l  advance of $4 m i l l i o n  of G rest-rces was made. 
Add i t i ona l  disbursemencs of t h e  HG r e s o u r c e s  were made on the  b a s i s  of (1) . - 
evidence t h a t  l o a n s  t o  low-income f a m i l i e s  have been completed i n  a n  
amount e q u a l  t o  t h e  disbursement r e q u e s t e d ;  and ( 2 )  evidence chat  t h e  
system i s  g e n e r a t i n g  i n t e r n a l  s a v i n g s  i n  a n  smount adequa te  t o  meet t h e  
t a r g e t  of $12 m i l l i o n  5y t he  t ime of  t h e  l a s t  d isbursement .  The HG i n p u t  
no t  on ly  s u p p o r t s  t he  product ion of  low c o s t  s h e l t e r ,  but  a l s o  encourages  - 
t h e  g e n e r a t i o n  of  i n t e r n a l  r e sou rce s .  (See "Outputs"-Mobilization of  
I n t e r n a l  Savings.  ) 

4 )  Frobler;: Lack of  po l icy  f o r  d i - ~ e r s i f i e d  l end ing .  

o  Input :  As a condi t ion  precedent  t o  t h e  f i r s t  dis':ursement of $4 
m i l l i o r ,  DECAP must i s s u e  proper  r e g u l a t i o n s  f o r a l i z i :  t he  d i f f e r e n t  
l end ing  a c t i v i t i e s  t he  a s s o c i a t i o n s  c a n  under take  under t h e  p r e s e n t  
g0verr.i -.: law. The s h e l t e r  typology a f f o r d a b l e  t o  f a x i l i e s  below t.he 
mediar, ir.:ome represEnts  o s e  new l end ing  a r e a  f o r  t h e  sys:cr .  But o t h e 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  succes s  of t k e  s a v i n g s  
m o b i l i z a t i o n  program. (See "Outputs" -Mobi l iza t ion  of I n t e r n a l  Savings and 
D i v e r s i f i c a t i o n ) .  



5) Problem: Some a s s o c i a t i o n s  a r e  o p e r a t i n g  below a c c e p t a b l e  margin  l e v e l s .  

o  ln11~1L: The HG program r e q u i r e d  e f f i c i e n c y  froc.  t h e  sys tem.  The 
a s i . c ~ i  i a t i o n s  which g e n e r a t e  s a v i n g s  and produce l o a n s  f o r  t h e  t a r g e t  
poy!:!ntion r e c e i v e d  t h e  bulk of t h e  r e s o u r c e s .  The t e c h n i c a l  a s s i s t a n c e  
was ues igned  t o  h e l p  t h e  a s s o c i a t i o n s  w i t h  manageo;cr,i. 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 pe r fo rmance  p r o v e s  t h a t  s a v i n g s  and l o a n  
p rod :x t ion  h a s  improved. (See "Outputs"  Improved Produ: t i v i t y  ) 

A. N ~ L '  Housing S o l u t i o n s  and Mortgage Loans 

o  PP proposed: New t y p e s  of s h e l t e r  s o l u t i o n s  f o r  low income f a m i l i e s .  
&prox imate ly  1 6 , 0 0 0  s h e l t e r  s o l u t i o n s ,  8 , 7 0 0  new s o l u t i o n s  and 7 ,300  home 
ieprovenen t  l o a n s ,  

o  R e s u l t :  

As has  been e x p l a i n e d  i n  o t h e r  s e c t i o n s  o f  t h e  r e p o r t ,  t h e  i n f l a t i o n a r y  
icipact between t h e  y e a r s  1980 and 1983 pushed up t h e  t h e  c o n s t r u c t i o n  c o s t  
Cndexes from 15% t o  a b o u t  90%, which o b v i o u s l y  reduced  t h e  o v e r a l l  number o f  
u n i t s  t o  be f i n a n c e d .  At p r e s e n t ,  i t  i s  e s t i m a t e d  t h a t  t h e  number o f  u n i t s  
financt-2 w i l l  b e  60% o f  t h e  number e s t i m a t e d  i n  t h e  PP. 

U n t i l  A I D  s t a r t e d  t o  c o o p e r a t e  w i t h  SKAP, t h e  minimum t y p e  o r  s i z e  used i n  
Costa Rica  was a  s h e l t e r  wi th  a  minimum a r e a  o f  54m2, and o n l y  i n  some 
programs of t h e  GOCR had a  s m a l l e r  u n i t  been made, a'nd on ly  a few of s u c h  
u n i t s .  

As t h e  program h a s  begun t o  be implemented,  b o t h  t h e  u s e r s  of t h e  s h e l t e r s  
and t h e  b u i l d e r s  have been g r a d u a l l y  a c c e p t i n g  t h e  i d e a  o f  s m a l l e r  u n i t s ,  and 
a l r e a d y ,  q u i t e  a few u n i t s  of l e s s  t h a n  36m2 have been b u i l t  and  s o l d .  
F u r t h e r n o r e ,  t h e r e  h a s  been a  s e r i o u s  e f f o r t  on t h e  pErt  of b u i l d e r s ,  t o  
improve d e s i g n  c r e a t i v i t y ,  b u i l d i n g  methods ,  etc. ,  s i n c e  c o m p e t i t i o n  i s  
i n c r e a s i n g  i n  t h e  c o n s t r u c t i o n  and m a r k e t i n g  o f  low-cost  hous ing  u n i t s .  

L u n t i l  t h e  beg inn ing  of t h e  HG-007 program, Cos ta  Rica's SKAF ti,; 
c a r r i e d  on i t s  hous ing  f i n a n c i a l  a c t i v i t y  l a r g e l y  on t h e  b a s i s  of  i n d i v i d u c r  
o p e r i  Lions w i t h o u t  a c t i n g  on t h e  housing p r o d u c e r  i . em , v i t h o u t  p r o t o t  i -  
aaong b u i l d e r s  o r  d e v e l o p e r s  t h e  mass p r o d u c t i o n  o f  u n i t s  which cou ld  l a t e r  LL 

a c q u i r e d  by t h e  b e n e f i c i a r i e s  of t h e  s y s t e m ' s  mortgage l o a n s .  

T h i s  s i t u a t i o n  was a  problem i n  t h e  i m p l e m e n t a t i o n  o f  t h e  program s i n c e  
t h e r e  were n o  h o u s i n g  u n i t s  f o r  sale and c o n s e q u e n t l y  i t  became n e c e s s a r y  t o  
promote t h e  c o n s t r u c t i o n  of homes f o r  s a l e ,  f o r  which purpose  t h e  SdLs hadl t o  
a c t i v a t e  t h e  p r o d u c t i v e  s e c t o r  by promot ing low-cost hous ing  p r o j e c t s  o n  a 
l a r g e r  s c a l e .  T h i s  s i t u a t i o n  has  been improving g r a d u a l l y .  I 

P r o j e c t  a f t e r  p r o j e c t  h a s  been s t a r t e d ,  c o n s t r u c t i o n  h a s  i n c r e a s e d  and t h u s  
t h e  n e c e s s a r y  s u p p l y  h a s  been c r e a t e d  t o  meet t h e  demand b rough t  a b o u t  by t h e  
new funds  t h a t  have become a v a i l a b l e  t o  t h e  SdLs f o r  f i n a n c i n g .  



Many developers and bu i lders  a r e  beginning t o  r e a l i z e  t h a t  the lower 
income market i s  prof i t a b l e  and therefore ,  ark producing lower cos t  eolutions 
a s  long a s  the financing i s  ava i lab le .  

The program was o r ig ina l l y  designed t o  a l loca te  a l a rge r  por t ion of the 
funds fo r  the t a rge t  group up t o  the 25th percent i le  of the  income ecale .  
Actual experience showed t h a t  there  was limited e f f ec t i ve  demand a t  t h i e  l eve l  
due to: 1) high or ig ina t ing  c o s t s  of a loan; 2) requirement of 1 0 X  
downpayment; and 3) the l imited payment capacity of a family with repayment 
of the  loan fo r  a serviced l o t  while they s t i l l  had t o  pay r e n t a l  costa.  As a 
r e s u l t ,  the plan had t o  be modified. Subsequent revisions a s  shown below have 
made the program f ea s ib l e  a s  the SNAP learned t o  operate i n  the  changing a 

housing market. 

ORIGINAL LKPLEMENTATION PLAN Ah?) SUBSEQUEHT REVISIONS 
Original  F i r s t  Second 

Plan Revision Revision 
2/85 10185 

-- 
pology I (New house loan) 

0-25 Percenti le 
Amount 
X of Resources 
Projected Units 

Typology I1 (New house loan) 
26-35 Percenti le 
Amount 
X of Resources 
Projected Units 

Typology I 6 I1 
0-35 Percentile 
Amount 
X of Resources 

(Previous) 

Typology I11 (New house loan) 
36-47 Percentile 
Amount 
X of Resources ' 

Projected Units 

Typology I V  (Improvement loan) 
0-25 Percentile 
Amount 
X of Resources 
Projected Units 
0-50 Percentile 

Total Resources 
Projected Solutions 



A s  of Septeaber 3oth ,  1986, t h e  SNAP had generated 4,081 l o a n s ,  count ing  
t h e  1cwn.l being processed which e r e  a l r eady  guaranteed by FHA. These l oans  
have bc,.:, d i s t r i b u t e d  among the v a r i o u s  typologies  shown ak3ve, a s  fo l lows:  

H o u s l n l  'I'ypology No. Uni t s  Amount Invested Percent  of 
l nves  tment X 

S u b t o t a l  3,141 @h12.759,041.97 88.2 

TOTAL 4,081 e694.704.964.22 100.0 

Using an average r a t e  of  exchange of C55.00 per $1.00, t h e  @695 m i l l i o n  
mean $12.6 mi l l i on ,  which r e p r e s e n t s  50% of the p ro j ec t  t o t a l ,  which amounts 
t o  $25 m i l l i o n ,  counting HG and t h e  l o c a l  cont r ibu t ion .  

DECAP and the  S  6 Ls r ece ived  $640.6 mi l l i bn  i n  A I D  disbursements .  The 
t o t a l  va lue  of the loans  gene ra t ed  wi th  FHA c e r t i f i c a t e s  a t  an 80;; d i scoun t  
r a t e  i s  equiva len t  t a  e555.8 m i l l i o n ,  t h u s  leaving e84.8 m i l l i o n  o r  13.23% of 
t h e  t o t a l  disbursed t o  be gene ra t ed  t o  l i q u i d a t e  the $14 m i l l i o n  c r n t r a c t ~ d ,  
i nc lud ing  an advance of $4 m i l l i o n .  

Loans Generated by SPAP v s  Loan Disbursezent - 
(Ln Thousands of Colones) 

To ta l  amount disbursed t o  DECAP/Mutuales by A I D  
$14 m i i l i o n  including advance f o r  $4 mi l l i on :  

Tota: va lue  of discoun:ed loans  
generated-80% of $694.7: 

Tota i  va lue  i n  loans a t  80% t o  be genera ted  t o  
cover  the  t o t s 1  amount of $14 m i l l i o n :  

The S b Ls a r e  f ac ing  d i f f i c u l t i e s  i n  complying with the  home improvement 
component program which was i d e n t i f i e d  t o  some ex ten t  a s  problematic  i n  t h e  
P ro j ec t  Paper mainly due t o  t h e  fo l lowing:  



Home improvement l o a n s  e r e  mode t o  i n d i v i d u a l s  t h a t  a l r e a d y  own 
,a holise which may need some k i n d  of i r o v ~ :  . These 
f i n , i n c i a l  t r a n s a c t i o n  i n  most c a s e s ,  r e q u i r e  a  secu::6 n,ortgege 
o b l i g a t i o n  which t h e  person may no t  want t o  assume 1:nder t he  
p r e s e n t  u n s t a b l e  economic condi t ionv  i n  Costa  Rica .  

An a p p l i c a n t  f o r  a houie improvement l oan  may not  bc c . l i i ; ib le  i f  
h i s l h e r  payment f o r  t h e  f i r s t  and second mortgage exceeds  t h e  
25% of  income e l i g i b i l i t y  c r i t e r i a  g u i d e l i n e  e s t a b l ~  shed by 
DECAP. 

The home improvement component i s  no t  a s  p r o f i t a b l e  t o  t h e  S  6 - 
Ls due t o  h igh  a d m i n i s t r a t i v e  c o s t s .  Also,  l o a n  d e l i n q u e n c i e s  i n  
second mortgages  a r e  perceived t o  be h i g h e r  by t h e  S  6 Ls  and 
t hey  p r e f e r  no t  t o  expose themselves t o  t h e s e  r i s k s .  

DECAP, w i t h i n  t h e  c o n t e x t  of t h e  Program, was expec t ed  t o  i n t e r v e n e  more 
i n  t h e  implementa t ion  o f  i t ;  however, Law 4338 does  n o t  g i v e  much r e g u l a t o r y  
power t o  DECAP and t h e r e f o r e  c e r t a i n  a c t i o n s  could  n o t  be undertaken taken 
which would have a s s i s t e d  i n  t h e  implementation of  t h e  program. Kever the less ,  
DECAP wi th in  i t s  l i m i t e d  powers, has  con t r i bu t ed  much t o  t h e  s u c c e s s  of t h e  
Program. 

Up t o  September 30, 1986, a  t o t a l  of 70% of  t h e  HG f u n i ,  has  been 
d i sbu r sed  ($14 m i l l i o n  o f  t h e  $20 m i l l i o n )  and 86.762 of  t h e  d i sbu r sed  
r e sou rce s  had been conve r t ed  i n t o  mortgages ($555.8 m i l l i o n  of  $640.6 m i l l i o n )  
and 4,081 hous ing  u n i t s  mentioned above have been f i n a n c e d .  

A t  t h i s  s t a g e  o f  t h e  p r o j e c t  implementatiorr, mortgage f i n a n c i n g  i s  being 
done e x c l u s i v e l y  from t h e  35 th  p e r c e n t i l e  l e v e l  down, which has  been one of 
t h e  most d i f f i c u l t  g o a l s  t o  meet because both t h e  SdLs and t h e  b u i l d e r s  hsd 
never  be fo re  worked w i t h  t h i s  segment of t h e  p o p u l a t i c n  but  wi th  
socio-economic l e v e l s  c o n s i d e r a b l y  h igher .  This  ha s  meant a s l o ~ i n g  down of 
t h e  r a t e  of p r o j e c t  implementat ion t h a t  was maincained a t  a  h igh  l e v r l  whi le  
working with  t h e  47th income p e r c e n t i l e .  Consequent ly ,  i t  was necessary  t o  
make 'a change i n  t h e  o r i g i n a l  p r o j e c t  de s ign  w i t h  r e s p e c t  t o  t h e  t ime 
e s t a b l i s h e d  i r !  che PP f o r  t h e  ~ r o j e c t ' s  implementa t ion .  Rat..ir than an 
implementat ion pe r iod  o f  4 y e a r s ,  i t  should be ex tended  t o  approximate ly  5-112 
y e a r s  o r  u n t i l  ' .  :;-September of 19?8.  

The "AID/Special T r u s t  Fund f o r  Housing - COFISA" p r o j e c t  s t a r t e d  i n  May, 
1985, i s  prov id ing  i n t e r i m  c o n s t r u c t i o n  f i nanc ing  t o  b u i l d e r s ,  e s p e c i a l l y  f o r  
p r o j e c t s  w i t h i n  t h e  f i n a n c i a l  means of f a m i l i e s  of  t h e  3 5 t h  income p e r c e n t i l e  
o r  below. Th i s  a c t i v i t y  i s  g r a d u a l l y  i n c r e a s i n g  t h e  hous ing  supp ly  a t  t h e  
lower l e v e l s  o f  incomes. Howevzr t he  s h e l t e r  p r o j e c t s  a r e  on ly  now being 
i n i t i a t e d  a t  t h e  pre-design s t a g e  which imp l i e s  a  l e n g t h y  app rova l  p roces s  i n  
Costa Rica f o r  t h e  b u i l d i n g  of homes, indepedent ly  o f  t h e  c o n s t r u c t i o n  i t s e l f .  



AF m i  be s een  from t h e  above i n fo rma t ion ,  t h e  Program has  made 
s u b s t n n t i u ~  p rog re s s  and t he  aforementioned o p e r a t i o n a l  changes made t o  t h e  
or ig in ;  i P P  t a r g e t s  a r e  cons idered  a p p r o p r i a t e  p r o j e c t  ad j t istmcnts made on t h e  
b a s i s  c i  i c t u a l  expe r i ence  i n  c a r r y i n g  out  t n e  p r o j e c t .  

The balance  of t h e  l oan  of $6 m i l l i o n  should g e n e r a t e  co lones  a t  t h e  r a t e  
of exchange on t h e  d a t e  of DECAP's d i sbursements  from G r r t r a l  Bank. However, 
increased  c o n s t ~ u c t i o n  c o s t s  and t h e  i n c r e a s e  i n  t h e  median income are 
s i g n i f i c a  l t l y  reducing t h e  number of s o l u t i o n s  t o  be d e l i v e r e d .  

U1'1~er t h e  terms of the  Trust  Agreezent ,  COFLSA w i l l  provide i n t e r i m  
cons t ruc t i on  f i nanc ing  t o  b u i l d e r s  and t h e  S  6 Ls a r e  p rov id ing  t h e  l ong - t e rn  
mortgage f i nanc ing  by u s ing  t h e  proceeds of t h e  $6 m i l l i o n .  This p r o j e c t  h a s  
over 2,000 housing u n i t s  development i n  va r ious  s t a g e s  of p rogress  whose t o t a l  
f i n a n c i a l  needs exceed t h e  presen t  f ur~ding c a p a b i l i t i e s  of HC-0C7. 

Consequently, a t  t h i s  t ime i t  it; not  f o r e s e e n  t h a t  t h e  SNAP w i l l  have any  
d i f f i c u l t i e s  i n  u s ing  t h e .  proceeds of t h e  $6 m i l l i o n  l o a n ,  s i n c e  COFISA, 
through O1;I/OVA, has  demonstrated i t s  c a p a b i l i t i e s  i n  promoting t h e  
a c q u i s i t i o n  of housing u n i t s  throughout t h e  c o u n t r y ' s  urban and r u r a l  a r e a s .  

B. S h e l t e r  Sec to r  Del ivery Systeffi 
PF Proposed: - 

Developers o rgan i ze  low income f a m i l i e s  t o  a c q u i r e  u n i t s ;  u n i t s  meet paying 
capac i t y  of b e n e f i c i a r i e s ;  r i s k s  borne by d e v e l o p e r s  who w i l l  channe l  buyers  
t o  S  6 L a s s o c i a t i o n s  t o  o b t a i n  f i nanc ing ,  Af fo rdab l e  u n i t s  a r e  deve loped ,  
b u i l t  and s o l d  t o  t a r g e t  group by p r i v a t e  deve lope r s .  

Resul t  : 

Given t h e  long  t ime l a g  r equ i r ed  t o  r e - a c t i v a t ~ ,  o rgan i ze  new s h e l t e r  
p r o j e c t s ,  and process  c o n s t r u c t i o n  l oans ,  and u n t i l  p r c j e c r s  i r e  completed and 
occupied and d i sbursements  genera ted ,  t h e  SNAP'S p rog re s s  i n  loan  g e n e r a t i o n s  
has  been accep t ab l e .  This i s  p a r t i c u l a r l y  t r u e ,  i f  one t a k e s  i n t o  
cons i cc r a t i on  t h a t  t h e  SNAP has had t o  adap t  t o  a  changing f inenzi : :  
env i rmment ,  compete more agg re s s ive ly  f o r  r e s o u r c e s ,  s eek  t o  improve i n t e r n ~ i  
c o n t r o l s  and accomodate t o  new informat ion  and r e g u l a t o r y  requi rements  o' 
D E C K  2nd t he  AID program. 

A l a r g e  p a r t  of t h e  a c t i v i t i e s  of t h e  f i r s t  y e a r  a f t e r  t h e  Implementation 
Agreement was s igned  was devoted by DECAP, t h e  r e s i d e n t  c o n s u l t a n t  and t h e  
va r ious  c o n s u l t a n t s  t h a t  provided suppor t i ng  Lechn ica l  a s s i s t a n c e  t o  i s s u i n g  
opera t ing  g u i d e l i n e s  t o  h e l p  t h e  SCLs unders tand and beg in  t h e  implementat ion 
of t h ~  program. Furthermore,  i t  was necessary  t o  in form and i n s t r u c t  t h e  
product ive s e c t o r ,  b u i l d e r s  and deve lopers ,  t h a t  i t  was t o  t h e i r  advantage  t o  
p a r t i c i p a t e  i n  t h e  P r o j e c t .  Extensive e f f o r t  was i n v e s t e d  i n  convinc ing  
p o t e n t i a l  b e n e f i c i a r i e s  t o  accep t  t h e  i d e a  o f  a  p r o g r e s s i v e  s h e l t e r  s o l u t i o n  
(30-36 m2), t h e  s m a l l e s t  ones t h a t  had eve r  been f i nanced  i n  Costa Rica.  



Oraduall:;, b<lth e e c t o r s  ( t h e  b u i l d e r s  and the  buyers)  have been informed 
and a r e  res ;cr8?:r lg  favorab ly .  Also progre6s has  a l s o  been made i n  expanding 
t h e  capac i t y  of t he  SKAP i n  g e n e r a l  t o  meet t h e  i nc r ea sed  demand f o r  t h e i r  
o p e r a t i o n s ,  r . : . : i : u l a r l y  i n  f i n a n c i n g  low-cost eo lu t i ons .  

Ihe SLLs have  been working i n t e n s e l y  with  deve lopers /promoters  i n  t r y i n g  
t o  a t t r a c t  more people i n t o  t h e  SNAP, i nc lud ing  and t he  p a r t i c i p a t i o n  of t h e  
s o - c a l l e d  " S c l i d a r i t y  Assoc i a t i ons" ,  which ope ra t e  i n  t he  p r i v a t e  s e c t o r  a s  a n  
example of j c i n t  e f f o r t  between employers  and workers t o  p rov ide  b e t t e r  s o c i a l  
and econozic F , - . e r i t s  f o r  t h e  l a b o r i n g  c l a s s .  During the  l a s t  y e a r  and a h a l f  
o f  t h e  prodran,  USAID/CR p r o j e c t  , "AID/Special T rus t  Fund f o r  
Housing-COFIS.4", has  c o n t r i b u t e d  s i g n i f i c a n t l y  t o  t he  program O V I  and OVA 

. 
("Of i c i n a  de 1 vienda I n d u s t r i a l "  and "Oficina de Vivienda Agrfco la" ,  
r e s p e c t i v e l y )  working under COFISA t o  promote t h e  c o n s t r u c t i o n  o f  low-cost 
housing p r o j e c t s  and t o  l ink-up  t h e  supply and demand s i d e s  of t h e  houslng 
e q u a t i o n  through the  long-term mortgage f i nanc ing  of t h e  S  & Ls. To d a t e ,  t h e  
are over  1,800 u n i t s  i n  t h e s e  p r o j e c t  p i p e l i n e  and t h e  p r o s p e c t s  f o r  t h e  
f u t u r e  appear very ' b r i g h t .  

C. F inanc ia l  Planning 
PP Proposed: 

A f inanc, :  ..l po l i cy  which w i l l  be based on f i i l a n c i a l  
s o u r c e s  of money, f i n a n c i a l  r e t u r n s  of investments ,  and 
w i l l  a s s u r e  the  growth and f i n a n c i a l  s t r e n g t h  of t h e  S & L 
model which w i l l  be used a s  a  b a s i s  f o r  a s s ign ing  i n t e r e s t  

c o s t s  o f  d i f f e r e n t  
o t h e r  f a c t o r s  t h a t  
system. A computer 
r a t e s  f o r  t h e  SNAP 

accord ing  t o  t h e  va r ious  l i n e s  of c r e d i t  t o  be extended. The model v i l l  
combine var ious  sources  of f und ing  t o  determine c o s t s  and w i l l  be t i e d  t o  
y i e l d  of the  p o r t f o l i o  t o  e s t a b l i s h  t h e  spread necessary  t o  ma in t a in  t h e  
v i a b i l i t y  of t he  S 6 L system. 

Resu l t  

Cons ide r i t l e  p rogress  has  been made, i n  s p i t e  of t h e  fac't t h a t  i t  i s  s t i l l  
neces sa ry  an.' adv i s ab l e  t o  c o n t i n u e  w i t h  t e c h n i c a l  a s s i s t a n c e  i n  t h e s e  a r e a s .  
Ever s i n c e  L X  t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  s e n i n a r s  were conducted,  a  
p o s i t i v e  change has  been n o t i c e a b l e  i n  t h e  mot iva t ion  and f i n a n c i a l  t h i n k i n g  
o f  t h e  SKAV and DECAP t o  improve t h e i r  f i n a n c i a l  planning and a d m i n i s t r a t i v e  
o p e r a t i o n s .  

A t  t he  p resen t  t ime, a l l  o f  t h e  S&Ls a r e  i n s t a l l i n g  computer equipment 
t h a t  w i l l  enable  them t o  keep more t imely  and a p p r o p r i a t e  i n fo rma t ion .  Each 
o f  them has taken  s t e p s  t o  set  up sc.ne r e g u l a r  r o u t i n e  f o r  conduc t ing  
f i n a n c i a l  a n a l y s i s  based on t h e  i d e a s  presented a t  t h e  f i n a n c i a l  seminar  i n  
Panama by thi! consu l t an t  Pedro Lasa. The I a sa  methodology u s i n g  a series o f  
20 f i n a n c i a l  i n d i c a t o r s  i s  be ing  used on a permanent b a s i s  by t h r e e  of t h e  
S & Ls and DECAP. In  becoming more aware of f i n a n c i a l  m a t t e r s ,  t h e  S and Ls 
have r e a l i z e d  t h e  profound e f f e c t  of a good o r  poor recovery  of  mortgage 
l o a n s .  For such purposes DECAP has  organized seminars  s p e c i f i c a l l y  on 
c o l l e c t i o n s  and each  S&L has r e i n f o r c e d  t h i s  a c t i v i t y .  Unfo r tuna t e ly ,  Law 



4338 whlch g o v e r n s  t h i s  m a t t e r ,  d o e s  n o t  g i v e  t h e  SNAP t h e  a u t h o r i t y  t o  make 
c o l l e c t i o n s  q u i c k l y  and e f f i c i e n t l y  th rough  l e g a l  a c t i o n .  F o r t u n a t e l y ,  t h i s  
sf t u a t i o n  h a s  been c o r r e c t e d  i n  t h e  l aw c r e a t i n g  the! BANCO HIPOTECARIO DE LA 
VIVIEI;:JA. S i r c i l a r l y ,  t h e  l a w  4338 d o e s  n o t  a l l o w  t h e  S & t s  tc ,  o p e r a t e  wit11 
r a t e s  o f  i n t e r e s t s  f r e e l y  e s t a b l i s h e d ;  i n s t e a d ,  t h e y  must o p e r a t e  w i t h  ra te ; :  
s e t  up by DECAP. Tt.e l a t t e r ,  i n  t u r n ,  h a s  t o  o p e r a t e  as  de te r r r ined  under  Lati 
4336, " i t ,  keep ing  w i t i ,  t h e  e c o n o s i c  and banking p o l i c y  o f  t h e  S t a t e " .  111 
o r d e r  t o  o b s e r v e  s a i d  l e g a l  p r o v i s i o n ,  a f t e r  v a r i o u s  c o n s u l t a t i o n s  and l e g a l  
s t u d i e s  made y e a r s  ago ,  DECAP s e t s  up  tk.e r a t e s  j n  a c c o r d a n c e  w i t h  what t h e  
Costa  R ice  C e n t r a l  Bank, i n  t u r n ,  d e c i d e s .  I n  o r d e r  t o  make t h e  b e s t  p o s s i b l e  
u s e  of t h e  money and t h e  r a t e s  o f  i n t e r e s t  as  proposed i n  t h e  PP, i t  i s  
n e c e s s a r y  t o  change t h e  law. The S K U ,  which r e p r e s e n t s  l e s s  t h a n  12% of t h e  
n a t i o n a l  hous ing  f i n a n c e  and which compr i ses  s i x  s m a l l  o r g a n i z a t i o n s  p l u s  t h ~  
c e n t r a l  o r g a n i z a t i o n ,  h a s  n o t  had t h e  n a t i o n a l  we igh t  n o r  t h e  p o l i t i c a l  
i n f l u e n c e  r e q u i r e d  t o  be  h e a r d  by t h e  government and t h e  c o u n t r y ' s  l e g i s l a t i v e  
power, t o  e f f e c t  such l e g a l  changes.  Below i s  a  t a b l e  showing t h e  v a r i o u s  
housing f i n h n c i a l  a g e n c i e s ,  and t h e  number of hous ing  u n i t s  f i n a n c e d .  

Comparison of P u b l i c  and P r i v a t e  S e c t o r  
P r o d u c t i o n  o f  S h e l t e r  S o l u t i o n s  

t i m b e r  o f  Housing U n i t s  Financed 

Change % i n  Growth 
1982 - 1984 1982 1983 and 1984 

No. X No. % 
A. P u b l i c  S e c t o r  

1) Banks 
a )  Banco CAC 
b) Banco A 
c )  Banco CR 
d )  Banco Nal 
Sub-Total  

2 )  O t h e r s  
a )  IhVU 
b)  CCSS 
c )  INS 
d )  Banco Pop 
e )  W-.S 
f )  S u b t o t a l  

3 )  S u b t o t a l  

B. P r i v a t e  S e c t o r  
1 )  SNAP 
2) O t h e r s  

3) Sub-Total  

C. T o t a l  



In gene ra l ,  t h e  l o c a l  c a p i t a l  marke ts  of Costa. Rica remain l i m i t e d .  Over 
t h e  l a s t  few yea r s ,  t h e r e  have  been s u b s t a n t i a l  changes i n  t h e  f i n a n c i a l  
e t r u c t u r e  of t h e  coun t ry .  The SNAP o p e r a t e s  c u r r e n t l y  i n  a  h i g h l y  
compe t i t i ve  market.  The N a t i o n a l  BanLing systew,  composed of 4 very l a r c j e  
banks with  many brdnches t h roughou t  t h e  country p rov ides  f u l l  banking 
s e r v i c e s ,  checking . cc 'unts ,  and mortgage loans .  The s t a t e  banks cci:.: ro! 91% 
of t h e  t o t a l  a s s e t s  of t h e  c o u n t r y ' s  f i n a n c i a l  j . n s t i t u t i ons .  Theref o r e  SXAP 
h a s  a  very l im i t ed  segment o f  p r o s p e c t i v e  c l i e n t s ,  who c o n s i s t  aiairilp of 
middle  and lower income g roups  who a s p i r e  t o  own a home a n d  h a v ~  t h e  
p o s s i b l i t y  of o b t a i c i n g  a  mortgage loan .  Despi te  t h e  c o m p e t i t i o n  f r o u  t h e  
n a t i o n a l  banking sys:em, t h e  p r i v a t e  s e c t o r  hag; blossomed i n  t h e  l a s t  f e ~ ;  
y e a r s .  I n  con t r s c :  ' c  t h e  l i m i t e d  r o l e  of privclte f i n a n c i a l  i n s t i t u t i o t . ~  i n  
t h e  70 '6 ,  p r i va t e  b3nL.s and f i n a n c i a l  i n s t i t u t i o n s  have now jo ined  t h e  Costa 
Rican Stock Exchange, i n  compet ing f o r  s c a r c e  r e sou rce s  w i t h  a t t r a c t i v e  
i n t e r e s t  r a t e s .  This  h a s  l i m i t e d  t h e  a r e a s  i n t o  which t h e  SNAP can  expand, t o  
c a p t u r e  cheaper sou rce s  of funds.  The l o c a l  s t ock  exchange p r o v i d e s  a l l  o t h e r  
widely accepted investme2t  p o s s i b i l i t i e s  a t  a  h igher  r e t u r n .  

Furthermore, passbook s a v i n g  a c c o u n t s  wi th  i n t e r e s t  a t  8% have e x i s t e d  f o r  
o v e r  30 yea r s  and have always been handled by t he  S t a t e  banks.  l h e  low-income 
p u b l i c  uses  them a s  a  means t o  c o n t r o l  t h e i r  expenses and, t o  a  l e s s e r  e x t e n t ,  
a s  a  means t o  save.  This  s i t u a t i o n  makes i t  extremely d i f f i c u l t  t o  change 
t h o s e  long-establ ished h a b i t s  formed on t h e  b a s l s  of conf idence  i n  t h e  S t a t e ,  
toward a  profound change such  a s  t r u s t i n g  p r i v a t e  o p e r a t i o n s .  Neve r the l e s s ,  
t h e  SNAP has maw, ed t o  promote and t o  cap tu re  a  s i z e a b l e  amount of  t h e s e  
r e sou rce s .  While they d o  n o t  exceed  6% of t h e  t o t a l  n a t i o n a l  s a v i n g s ,  they  do 
r e p r e s e n t  average ba lances  o f  more t h a n  $4 mi l l i on .  

In  t h i s  enviroment,  t h e  SNAP has  been very succes s fu l  i n  m a i n t a i n i n g  and 
i n c r e a s i n g  t h e i r  d e p o s i t  basc., e s p e c i a l l y  s i nce  the  SNAP has  few r e s o u r c e s  t o  
p rov ide  mortgage l o a n s ,  and i n t e r e s t  r a t e s  a r e  r egu l a t ed  by t h e  C e n t r a l  Bank. 
The improvements made by t h e  SNAP can  be considered remarkable ,  a s  may bc seen  
i n  t h e  schedule "Se lec ted  F i n a n c i a l  I n d i c a t o r s  of SNAP", i n c l u d e d  i n  s e c t i o n  
1 3  of  t h i s  r epo r t .  However, t h i s  p r o g r e s s  may no t  be s u c f i c i e n t  f o r  t he  SMP 
t o  cont inue  t o  ope rz t c  i n  t h e  f u t u r e  i c  f i nanc ing  lower c o s t  s o l u ~ i o n s  v i t h o u t  
some a d d i t i o n a l  s u i p o r t .  

D. Mobil izat ion cjf I n z e r n a l  Sav ings  
PP Proposed: 

Reor ien ta t ion  of S S A P  l i a b i l i  t p  s t r u c t u r e  by gene ra t i ng  i n c r e a s e d  l e v e l s  of  
i n t e r n a l  r e sou rce s ,  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  reduce 
t h e  o v e r a l l  c o s t  of r e sou rce s .  SNAP was t o  gene ra t e  a t  l e a s t  $12 m i l l i o n  i n  
i n t e r n a l  resources  of which $4.8 m i l l i o n  was t o  be low c o s t  f r e e  s av ings  
(passbook accounts) .  



Result  : 

The PP's o v e r a l l  goal  f o r  sav ings  mob i l i za t ion  dur ing  the  a n t i c i p a t e d  l i f e  
of t h e  p ro j ec t  ( 4  y e a r s ) ,  has  been s u b s t a n t i a l l y  surpassed over t he  p a s t  37 
months. Since t h e  p r o j e c t ' s  s t a r t - u p  i n  August, 1983, SNAP has inc reased  i t s  
mob i l i za t ion  of resources by e2.186 m i l l i o n  o r  roughly $37.6 m i l l i o n  a t  t h e  
c u r r e n t  e x c h a n ~ ~  r a t e  ($1 = $58).  This  r e p r e s e n t s  an inc rease  of 313% beyond 
t h e  g l o b a l  t a r g e t  of $12 m i l l i o n  i n  s av ings  mobi l iza t ion  a s  s e t  f o r t h  i n  t h e  
PP. The d i s t r i b u t i o n  of t h e  $37.6 m i l l i o n  i n  new resources  captured  by S K U  . i s  shown by type of f i n a n c i a l  ins t rument  used: 

SLAP'S Inc rease  Savings Mobi l iza t ion  
(August, 1983 - September, 1986) 

Source of Balance Balance Increase  X $ 
f i n a n c i n g  (Sept 30/86) (Aug 31/ 8 3  - ) e Inc rease  Mil l ion 

Passbooks $ 261.819.582.63 91.782.584.60 $ 170.036.998.03 185.26 $2.93 

Mortgage 1.772.603.413.16 207.781.607.56 1,564.821.805.60 704.98 26.99 
P a r t i c i p a t i o n s  

Time 
Deposi ts  

TOTAL qXL365.600.258.98 el. 179.006.334.07 $2,186.593.924.91 185.46 $37.60 

Ln regard  i n  r egu la r  sav ings  accounts ,  t h e r e  has been an i n c r e a s e  of  $2.93 mi l l i on .  
Annex A of  t h e  Lmplementation Agreement i nc ludes  i n  t he  mob i l i za t ion  of l o c a l ,  low-cost 
r e sou rces ,  t h e  20% of l o c a l  f i nanc ing  use  i n  mortgage loans  made under t he  program. 
Given t h e s e  f a c t s  t h a t  t h e  SNAP hzs exceeded the  PP t a r g e t  of $4.8 m i l l i o n  a s  shorn 
below: 

o Inc rease  i n  passbook savings  accounts  $2.93 m i l l i o n  

o 20% of t he  mortgage  loan^ ($12.6 m i l l i o n )  - $2.50 m i l l i o n  

r o T o t a l  i n  lov-cost r e s o u r z t i  $5. A3 

This sane inc rease  may be obser:. .. t y  ana lyz ing  t h i  gro;-:h i:: funding of  the  S & I:, 
a s  s hovn below: 



Growth i n  Saving Mob i l i z a t i on  by S 6 L A s s o c i s t i o n s  
(1982 - 1985) 

1982 1985 
S 6 L Assoc i a t i ons  $? M i l l i o n  Mi l l i on  

Csrtago 
La Vivienda 
b r e d l a  
Ala j ue l a  
Puntarenas 
Guanacaste 

To ta l  

Change 
1982 - 1985 
C M i l l i o n  X , - -  

600 m i l l i o n  i n  t h e  The i n c r e a s e  of G 2 ,  SKU' i s  
equ iva l en t  t o  ~ ~ $ 5 3  m i l l i o n  d o l l a r s  ( a t  t h e   US$^. OO/C48.75 exchange r a t e  
e x i s t i n g  i n  1983). I f  t h e  ~ ~ $ 1 4  m i l l i o n  HG-007 l o a n  and t h e  $5 m i l l i o n  ESF 
loan  a r e  deduc ted ,  t h i s  l e a v e s  t h e  e q u i v a l e n t  of  $39 n i l l i o n  t h a t  were 
generated through i n t e r n a l  r e sou rce s .  This i s  tr!ree t imes  t h e  o r i g i n a l  g o a l  
of $12 m i l l i o n  t a r g e t  proposed by t h e  P r o j e c t  Paper. It i s  expec ted  t h a t  t h e  
t o t a l  amount mobi l ized  w i l l  f l u c t u a t e  upward o r  downward depending o n  market  
cond i t i ons  and economic c y c l e s  i n  t h e  count ry .  

4 ,  D i v e r s i f i c a t i o n  
PP Proposed: 

Reo r i en t a t i on  of  SNAP'S a s s e t  s t r u c t u r e  by d i v e r s i f y i n g  inves tments  i n t o  
short-term, h i g h e r  y i e l d  lend ing  a c t i v i t i e s .  DECAP has  i s s u e d  r e g u l a t i o n s  on 
i n t e r e s t  rate p o l i c y  f o r  new l i n e s  of c r e d i t ,  v a r i a b l e  r a t e s ,  g radua ted  
paymets f o r  low c o s t  housing.  

Resul t  : 

Under t h e  s t r i c t  r e s t r i c t i o n s  imposed by t h e  Law 4338, t h e  SIMP h a s  sought  
and e s r a b l i s h e d  t h e  o p e r ~ t i n g  d i v e r s i f i c a t i o n  t h a t  i t  i s  a l lowed t o  app ly .  
These Ere very  few and do no t  a c t u a l l y  r e p r e s e n t  a " d i v e r s i f i c a t i o n " ,  such a s  
s e t t i n :  z ;  new l i n e s  of c r e d i t ,  f o r  example. In t h i s  r e g a r d ,  t h e  SRAP has  
made ift:; modest expansicr-. a t  i t s  o p e r a t i o n s  t o  i nc lude :  l o a n s  f o r  i ap rov ing  
housing u n i t s ,  l o a n s  f o r  purchas ing  l o t s  on ly ,  r e n e g o t i a t i n g  d e b t s  and o t h e r  
s i m i l a r  o p e r a t i o n s  t h a t  only c o n s t i t u t e  a  smal l  d e v i a t i o n  from l o a n s  f o r  
bu i l d ing  o r  buying homes. Also t h e  S 6 Ls have i n c o r p o r a t e d  i n t o  t h e i r  
a c t i v i t i e s  some s e r v i c e s ,  such as r e c e i v i n g  payments f o r  e l e c t r i c  s e r v i c e ,  
water ,  some t a x e s ,  e t c .  In r ega rd  t o  mortgage l o a n s ,  they have s e t  up a  
system of g radua ted  payment mortgages and have i n c o r p o r a t e d  t h e  u se  of  
v a r i a b l e  i n t e r e s t  r a t e s ,  



Largely due t o  t he  r e s u l t s  of t h e  e f f o r t s  made t o  i n c r e a s e  t h e  
c n b i l i z a t i o n  of  r e sou rce s ,  t h a t  i s .  due t o  t h e  c o n s i d e r a b l e  i n c r e a s e  obtained 
I:) mortgage p a r t i c i p a t i o n s  and/or  t ime d e p o s i t s ,  most of  t h e  S 6 Ls have 
s t a r t e d  t o  make short-term inves tments  i n  t he  n a t i o n a l  s t o c k  market ("La 
2: l s a " ) .  However, even though t h e s e  t r a n s a c t i o n s  r e p r e s e n t  a d d i t i o n a l  p r o f i t s  
t h a t  improve t h e  f i n a n c i a l  r e s u l t s ,  they  mean an o p e r a t i n g  r i s k ,  s o  they must 
be c l o s e l y  c o n t r o l l e d .  

In  g e n e r a l ,  o u t s i d e  of t h e  s t o c k  market t r a n s a c t i o n s ,  t h e  SNAP has been 
ab l e  t o  do v e r y  l i t t l e  i n  t h e  way of d i v e r s i f i c a t i o n  under t h e  Law, and wi th  
:.. ry meager p o s i t i v e  r e s u l t s .  Th i s  s i t u a t i o n  i s  expec ted  t o  improve 
s u b s t a n t i a l l y  under  t he  new law 7052. 

4 .  Improved P r o d u c t i v i t y  
PP Proposed: 

Implement o p e r a t i o n a l  and management r e f  o m s  t h a t  improve p r o d u c t i v i t y  of 
t he  S 6 Ls, p a r t i c u l a r l y  t h e  S 6 Ls, wi th  problems, 

Resu l t  : 

To r e a l i z e  t h i s  g o a l  i t  was neces sa ry  t o  a t t a i n  a  r e a l  f i n a n c i a l  
improvement, overcome the  i n t e r n a l  d e f i c i e n c i e s  t h a t  e x i s t e d  i n  t h e  SNAP as a  
system and i n  each  of t he  S 6 L ' s ,  and surmount t h e  e x t e r n a l  o b s t a c l e s  t o  t h e  
system such as permi t s  procedures ,  e t c . ,  i n  o r d e r  t o  r ecove r  t h e  product ion 
l e v e l  t h a t  i t  had before  1980 i f  subsequen t ly  excee t h a t  o p e r a t i o n a l  volume. 
The i n s t a l l a t i o n  of computer systems,  t h e  nev a n a l y s i s  t e chn iques  and 
f i n a n c i a l  d e c i s i o n s  pointed ou t  by AID a t  v a r i o u s  seminars  which had a l r eady  
been pu t  i n t o  p r a c t i c e  by some of t h e  S  6 Ls, agreements  to promate and expand 
the SNAP a s  j o i n t  e f f o r t  of a l l  of t h e  S  & Ls; t h e  mo t iva t i on  of t r a d i t i o n a l  
hone b u i l d e r s  t o  move i n t o  lower c o s t  u n i t s  c a r r i e d  ou t  from t h e  beginning of  
t he  Program; t h e  seminars  and p r a c t i c a l  expe r i ence  ob t a ined  by DECAP i n  
con junc t ion  w i t h  t h e  S 6 Ls i n  i n  t h e  recovery  of t h e  p o r t f o l i o ;  t h e  
s u b s t a n t i a l  i n c r e a s e  i n  cap tu r ing  l o c a l  r e s o - r s e s ;  and t h e  i n c r e a s e  i n  
i zves tments  s i n c e  i n  1983; improvement i n  S K U  a s s e t s ;  and t h e  g e n e r a t i o n  o f  
p r o f i t s  a f t e r  s e v e r a l  yea r s  of o p e r a t i n g  a t  a l o s s ;  e t c .  a r e  c o n c r e t e  examples 
~ L i c h  demons t ra te  t h a t  t h e  p r o d u c t i v i t y  of SKAF has  improved subster . : ' s l ly .  

These improvements have no t  been easy  t o  ach i eve  s i n c e  t h e r e  w c r ?  c e r t a i n  
a s p e c t s  connected wi th  t h e  human element t h a t  makes up t h e  SSAP, p. : I : a l a r l y  
a t  t h e  S & Ls,  which have been overcome s lowly  and w i th  g r e a t  d i f f i c u l t y  and 
which, i n  some c a s e s ,  s t i l l  p e r s i s t .  

There a r e  29 employees working a t  DECAP i n c l u d i n g  s e c u r i t y  and s e r v i c e  
personne l ,  and t h e r e  a r e  a t o t a l  of 207 a t  t h e  S & Ls. DECAP's personne l  
can be cons ide red  g e n e r a l l y  e f f i c i e n t  and w i t h  f a i r  expe r i ence ,  



p a r t i c u l n r l y  s i n c e  most of them have been d o i n g  t h i s  work f o r  ove r  5 y e a r s .  
Thifi i s  not  t h e  c a s e  wi th  t h e  S 6 Ls where,  f o r  example, a t  "L;, Vivienda",  
" k r e d i a " ,  and "Cuanacaste" t h e r e  have been cons ide rab l e  personne l  t u r n o v e r  
due l a r g e l y  t o  t he  low s a l a r i e s  pa id  a t  lower and i n t e rmed ia t e  working 
l e v e l s .  This  ha s  a f f e c t e d  t h e i r  per formances ,  p a r t i c u l a r l y  i n  t h e  a r e a s  of  
main ta in ing  o p e r a t i n g  r eco rds ,  i n f o r m a t i o n ,  systems and o v e r a l l  f i n a n c i a l  
p r o d u c t i v i t y  . 

Another q u e s t i o n  t h a t  has a f f e c t e d  and con t inues  t o  a f f e c t  t h e  p r o p e r  
a d m i n i s t r a t i o n  of  t he  S  6 Ls, i s  t h e  l i m i t e d  knowledge possessed by most o f  
t h e  d i r e c t o r s  i n  genera l  a d m i n i s t r a t i o n  and p a r t i c u l a r l y  on f i n a n c i a l  
a d m i n i s t r r t i o n .  This s i t u a t i o n  has  been improved over  t he  t h r e e  y e a r s  due t o  
changes which have r e s u l t e d  a t  t h e  r e c e n t  e l e c t i o n s  of Boards of D i r e c t o r s .  

The t e c h n i c a l  a s s i s t a n c e  provided by AID through the  Grant Agreement 0188 
has  been d e c i s i v e  s i n c e  t he  scrninars and t h e  advisory  s e r v i c e  have had an 
e x c e l l e n t  r e sponse  and have awskened c o n s i d e r a b l e  i n t e r e s t  a t  a l l  l e v e l s  of  
personne l  i n  enhancing t h e i r  knowledge and working wi th  g r e a t e r  e f f i c i e n c y .  
It is  expec ted  t h a t  t he  SNAP can f u r t h e r  improve i t s  ope ra t i ons  through b e t t e r  
c o n t r o l s  and a d m i n l s t r a t i v e  systems,  a u t o m a t i z a t i o n  of  accounts ,  a d d i t i o n a l  
p u b l i c i t y ,  e t c .  But i t  was not  l i k e l y  tha' t  a  major change can be  expec ted  
w i t h i n  t h e  e x i s t i n g  l e g a l  and f i n a n c i a l  s t r u c t u r e .  The S 6 Ls i n  o t h e r  
c o u n t r i e s  have been faced with  s i m i l a r  problems. Ln Costa Rica t h e  new law 
h a s  t o  reform t h e  Nat ional  Housing F inance  System. 

This law c r e a t e s  t h e  Nat ional  Housing Finance System and i t s  c e n t r a l  
r egu l a to ry  e n t i t y ,  t h e  Banco H ipo t eca r io  d e  l a  Vivienda (BANHVI). The DECAP 
i s  i n t e g r a t e d  i n t o  Bh+WI an4 t h e  S & Ls a r e  p a r t  of t he  f i nance  System a s  
au tho r i zed  e n t i t i e s .  It i s  a n t i c i p a t e d  t h a t  BANHVI w i l l  be a b l e  t o  mob i l i z e  
f i n a n c i ~ g  f o r  t h e  S 6 Ls, p a r t i c u l a r l y  lower  c o s t  r e sou rce s  f o r  t a r g e t e d  
low-income programs, s i n c e  an impor tan t  p a r t  o f  t h e  funds t h a t  w i l l  make up 
i t s  o p e r a t i n g  c a p i t a l  w i l l  o r i g i n a t e  from c a p t i v e  pub l i c  mandatory s a v i n g s  
being held by i n s t i t u t i o n s  such a s  t h e  "Caja Cos t a r r i c ense  de Seguro S o c i a l  
(CCSS) ", Asignti:ict3es Famil iares" ,  e t c .  

This  new l e g i s l a t i o n ,  by i n t e g r a t i n g  DECAP i n t o  BANHVI, and i n c o r p o r a t i n g  
i n t o  t h e  a s s e t s  of BAhWVI t h e  afc:,t.;sntioned funds ,  f u l f i l l s  a e  impor tan t  . 
convenant con t a ined  i n  t h e  PP: "LLCAF' w i l l  c o n t i n u t  t o  seek a d d i t i o n a l  
r e sou rce s  f o r  s h e l t e r  f inance  t h r o u ~ '  t h e  a s s o c i a t i o n s  from n a t i o n a l  s o c i a l  
s e c u r i t y ,  i n s u r a n c e ,  and o the r  age:. . L :  w i t h  c a p s c i t i t . -  t o  & : t r ac t  massive 
i n t e r n a l  r e sou rce s " .  



B. S 6 Ls wi th  Problems 

The S b Ls i n  Punta renas  at.;! Guanacaste a r e  two of t h e  youngest members of 
t h e  SNAP, They a r e  l o c a t e d  geug raph i ca l l y  a  long  d i s t a n c e  from San Jose ,  t h e  
s e a t  of government and f i na r , .  A : I  c e n t e r  of t h e  coun t ry .  Both S 6 Ls s e r v e  an 
s p e c i a l  r u r a l  ma rke t ,  s i n c e  t h e i r  housing programs a r e  spread ove r  a  much 
l a r g e r  t e r r i t o r y ,  w i th  l e s s  a c c e s i b l e  t r a n s p o r t a t i o n  systems. In  a d d i t i o n ,  
t h e  economic r e s o u r c e s  of t h e s e  a r e a s  a r e  more h igh ly  dependent on 
a g r i c u l t u r a l  and p o r t  o p e r a t i ~ n  cyc l e s  t h a n  t h e  r e s t  of the  SKAP systerc. 
Furthermore,  t hey  a r e  l oca t ed  i n  a r e a s  t h a t  have s t a r t e d  only r e c e n t l y  t o  
p a r t i c i p a t e  a c t i v e l y  i n  tht  .- .  .:,:ryls economic growth and development. 

Guanacaste has  s t r o n g  housing demand bu t  few s o u r c e s  f o r  c a p t u r i n g  funds.  
In  a d d i t i o n  t h e  Guanacaste  S&L, from t h e  t ime i t  was c r e a t e d  i n  1977 up t o  t h e  
p r e s e n t ,  has  had d i f f i c u l t  problems i n  a d m i n i s t r a t i o n ,  which have compounded 
t h e  problems o r  l i m i t a t i o n s  o r i g i n a t i n g  from i t s  geog raph i c  l o c a t i o n .  

Although Law 4338 gave DECAP a u t h o r i t y  f o r  t h e  app rova l  of new S  6 Ls and 
t h e  d i s s o l u t i o n  o f  e x i s t i n g  ones,  i t s  r o u t i n e  s a n c t i o n  powers were very 
l i m i t e d ,  and i t s  e f f o r t s  t o  inprove S 6 L a d m i n i s t r a t i o n  and o p e r a t i o n s  have 
had on ly  s l i g h t  , juccess .  

DECAP, i n  l i n e  w i t h  t h e  p rov i s ions  of t h e  Implementat ion Agreement, i n  
1983 made s t u d i e s  and he ld  =- .veral  meetings w i t h  o f f i c i a l s  of t h e  Guanacaste 
S  & L and o t h e r  S & Ls of SNAP. As a  r e s u l t  of t h e s e  a c t i o n s ,  DECAP decided 
t o  g i v e  one more chance t o  t h e  Guanacaste S  & L t o  con t inue  o p e r a t i n g  a s  a n  
independent e n t i t y  i n s t e a d  of d i s s o l v i n g  i t  and t r a n s f e r r i n g  i t s  a c t i v i t i e s  t o  
o t h e r  S & Ls.  

In  1984, a f t e r  new meet ings  with  t h e  Guanacaste  S & L and o t h e r  impor tan t  
people  i n  t h e  a r e a ,  DECAP managed t o  make a  change i n  t h e  membership of i t s  
Board of D i r e c t o r s .  This  change l ed  t o  t h e  rep lacement  of t h e  manager, t h e  
accoun tan t ,  and o t h e r  e ~ p l o y e e s  lack ing  t h e  r e q u i r e d  s k i l l s  f o r  t h e  job. 
Under t h e  new a d m i n i s t r a t i o n ,  Guanacaste has s t a r t e d  g r a d u a l l y  t o  c o n s o l i d i ~ c  
t h e  b a s i s  of i t s  o p e r a t i o n s .  It has  been c o n c e n t r a t i n g  i t s  e f f o r t s  on i t s  
i n t e r n a l  a ccoun t ing ,  a d m i c i s t r a t i v e  and o p e r a t i n g  o r g a n i z a t i o n ,  and a t  t h e  
same time, devo t ing  spec i : l l  e i f o r t  t o  im9roving c o l l e c t i o n s .  Guanacaste 's  
p o r t f o l i o  has  t h e  h i g h e s t  r a t e  of del inquency of  a l l  of t h e  SNAP. P a r a l l e l  t o  
t h e s e  a c t i o n s ,  i t  h a s  b2en slowly reduc ing  and c o n t r o l l i n g  t h e  d i s t o r t e d  
g rov th  of i t s  i nves tmen t s ,  a  l a r g e  p a r t  of which have been f inanced  wi th  
r e sou rce s  of DECAP. 

Guanacaste 's  management r e p o r t s  t h e  AID-financed t e c h n i c a l  a s s i s t a n c e  
provided by Mr. Mario Galeano was very u s e f u l  and t h a t  t hey  a r e  i n  t h e  process  
of implementing h i s  r ecomenda t ions .  Guanacaste w i l l  probably r e q u i r e  . l a r g e r  
amounts of suppo r t  ove r  a  l onge r  per iod  of  time, as w i l l  Puntarenas .  It is  
expec ted  t h a t  i t  w i l l  t ake  bo th  of them a  l o n g e r  pe r iod  of time t o  meet l oan  
product ion g o a l s .  



Cont in lous  s u p e r v i s i o n  by DECAP and i n j e c t i o n s  of t e c h n i c a l  a s s i s t a n c e  
w i l l  be r e q u i r e d  t o  irnl~rovc g c : ~ r r a l  a d m i n i s t r a t i v e  c a p a c i t y ,  e s p e c i a l l y  i n  
r educ ing  d e l i n q u e n t  l o a n s ,  c; j r i o r i t y  f o r  both  S 6 Lfi. It shou ld  be added 
t h a t  t h e  e f f o r t 6  made t o  impr~ove t h e b e  S &i IA have n o t  b rough t  f o r t h  t h c  
expected r e s u l t s ,  and t h e  p r ~ L i ~ s s ,  w h i l e  c o n s i d e r a b l y  reduced and c o n t r o l l e d ,  
c o n t i n u e  t o  p e r s i o t .  In  a d d i t i o n ,  d u r i n g  t h e  p a s t  two y e a r s  t h e r e  have been 
s e r i o u s  econoz ic  problems i n  b ~ , :  h a r e a s  where t h e y  are  l o c a t e d .  One of t h e s e  
f a c t o r s  h a s  been t h e  work s t o p p a g e  o f  t h e  l a r g e  banana company i n  t h e  s o u t h e r n  
zone c e n t e r e d  n e a r  C o l f i t o .  1 ' . 1 ~  l o s s  o f  j o b s  h a s  caused  a d ra tca t i c  d r o p  i n  
l o c a l  incomes,  and has  force: '  t he  o u t - m i g r a t i o n  of p a r t  of  t h e  l a b o r  f o r c e .  
R i s  has  a f f e c t e d  both p rov l i  .:. snd,  c o n s e q u e n t l y ,  b o t h  S 6 Ls. 

In  v iew of t h e  above,  b o t h  of t h e s e  S 6 Ls w i l l  have a n  in-depth  f i n a n c i a l  
a n a l y s i s  conducted by BAIWVI. BAKHVI, a s  t h e  r e g u l a t o r y  body, w i l l  have t o  
make t h e  f i n a l  d e c i s i o n  r e & a r l i r . ;  t h i s  problem. S i n c e  t h e  nev hous ing  l aw 
g i v e s  i t  more a u t h 2 r i t y  f o r  c o n t r o l  and i n t e r v e n t i o n  t h a n  whar DEQP hac! t h e  
t a s k  w i l l  be less compl ica ted  from a  l e g a l  view p o i n t .  

18.  PURPOSE 

The purpose  of t h e  program i s  t o  assist  Cos ta  R i c a ' s  p r i v a t e  s e c t o r  
e s t a b l i s h  a  r e p l i c a b l e ,  n o n s u b s i d i z e d ,  low-cost  s h e l t e r  program f o r  low-income 
f a m i l i e s .  Fur thermore ,  t o  c r e a t e  i n  t h e  p r i v a t e  s e c t o r  a more e f f i c i e n t  and 
i n t e g r a t e d  d e l i v e r y  sys tem f ~ r  103-cost  s h e l t e r s .  

A s  o f  September 1986,  t h r e e  y e a r s  a f t e r  t h e  f i r s t  d i sbur95zuen t  were made 
i n  August, 1983,  and 3-112 y e a r s  a f t e r  t h e  Implementa t ion  Agreement was s i g n e d  
i n  March, 1983,  7 %  of  t h e  i m ~ l e t c e n t a t i o n  p e r i o d  h a s  e l a p s e d  i n  t h e  f i r s t  c a s e  
and 7% o f  t h e  t ime i n  t h e  second .  Ln a d d i t i o n ,  70% of t h e  $20 m i l l i o n  HG 
l o a n  funds  a u t h o r i z e d  o r  $14 m i l l i o n  have been d i s b u r s e d .  Of t h i s  t o t a l  SKAP 
has  used $12.5 m i l l i o n  o r  89% of  t h e s e  funds  f o r  mortgage l o a n s  f i n a n c i n g  o r  
c o n s i d e r i n g  t h e  combined t a t a l  o f  AID and c o u n t e r p a r t  f u n d i n g  ($25 m i l l i o r . )  , 
t h e  amount i n v e s t e d  i n  mortgage l o a n s  i s  5071 o f  t h e  t o t a l  f u n d s  f o r  t l l c  
program. The remaining b a l a n c e  of $1.5  a i l l i o n  from t h e  $14 m i l l i o n  d i s b u r s e d  
i s  p a r t  o f  t h e  o r i g i n a l  o f  $4  m i l l i o n  advance.  T h i s  i s  i n v e s t e d  i n  more 
p r o f i t a b l e  i n v e s t m e n t s  thi;: h e l p  t o  improve t h e  f i n a n c i a l  s i t u a t i o n  of t h e  
SXXP, w h i l e  housing p r o j e c r s  a r e  b e i n g  d e w l o p e d .  AID'S $12.5 n i l l i o n  have  
been used t o  f i n a n c e  o v e r  4 ,000 h o u s i n g  u n i t s  w i t h i n  t h e  a f f o r d a b i l i t y  r a n g e  
of ID?- incore  f a m i l i e s ,  u n t t r  t h e  50:h median p e r c e n t i l e .  . 

Based on t h e  a fo rement ioned  f a c t s  and f i g u r e s ,  i t  i s  c l e a r l y  e v i d e n t  t h a t  
t h e  purpose  o f  t h i s  program i s  b e i n g  accomplished.  The f a c t  t h a t  s l i g h t l y  
more t h a n  50X of  t h e  program h a s  been implemented i n  75% o r  797; of  t h e  t ime  
(depending on t h e  d a t e  u s e  a s  t h e  i n i t i a t i o n  o f  t h e  program's  i m p l e m e n t a t i o n ) ,  



would mean t h a t  t h e r e  h a s  been a 25% d e l a y  j n  a c h i e v i n g  f u l l  implemcntatio:, i n  
4  y e a r s .  However, t h e  a d d l t i o n n l  t ime  t h a t  w i l l  be r e q u i r e d  f o r  c o m p l e t i o n  o f  
t h e  program, an ; . l c d i t i o n a l  2% o r  r ipproximate ly  an  e x t e n s i o n  o f  one y e a r ,  has  
been duc precise l : ;  :o t h e  comply ing  w i t h  t h e  s t a t e m e n t  i n  t h e  eecond pa ra t , r aph  
of t h e  purpose:  "To c r e a t e  i n  t h e  p r i v a t e  s e c t o r  a  more e f f i c i e n t  and 
i n t e g r a t e d  d e l i v e r y  sys tem f o r  low-cost  s h e l t e r s " .  I n  o r d e r  t o  a c h i e v e  t h i s  
p o i n t  i n  t h e  p r o b r a n ' s  i m p l e m e n t a t i o n ,  i t  was n e c e s s a r y ,  d u r i n g  t h e  f i r e t  y e a r  
o f  work t o  f i r s t  i n t r o d u c e  and e s t a b l i s h  a n  u n d e r s t a n d i n g  o f  t h e  fundamenta l  
bases  among t h e  p a r t i c i p a n t s ,  t h a t  i s ,  DECAP a s  t h e  main e n t i t y  o f  SliAP, t h e  
S 6 Ls a s  implenen t ing  e n t i t i e s ,  t h e  compories  and i n d i v i d u a l s  engaged i n  
deve lo? ing  and c o n s t r u c t i o n  and s a l e  of housing p r o j e c t s ,  and l a s t l y ,  among 
t h e  b e n e f i c i a r i e s  o f  t h e  mortgage l o a n s .  These i d e a s  t h a t  have been s e t  f o r t h  
i n  t h e  PP and c o n t i n u e  t o  be implemented,  i n c l u d e  t h e  f o l l o w i n g :  ( 1 )  t h e  
o r g a n i z a t i o n a l  f u n c t i o n s  o f  DECAP, combining them w i t h  new e l e m e n t s  s u c h  a s  
prorcotion, o r i e n t a t i o n  and  a d v i s o r y  s e r v i c e s ,  a s  w e l l  a s  i n c o r p o r a t i n g  nev 
f i n a n c i a l  a d ~ i n i s t r a t i v e  a n d  o p e r a t i o n a l  c o n c e p t s ;  ( 2 )  s p e c i f i c  
m e a s u r e s / a c t i o n s  l e a d i n g  t o  a n  e f f i c i e n t  a d m i n i s t r a t i o n  o f  t h e  S & Ls; ( 3 )  
promoting and o r i e n t i n g  t h e  p r o d u c t i v e  s e c t o r  t o  b u i l d  f o r  low-incoaie l e v e l s ;  
( 4 )  o r i e n t i n g  and p r o v i d i n g  t e c h n i c a l  i n f o r m a t i o n  t o  u s e r s  i n  o r d e r  t o  a c h i e v e  
a n  unders tand ing  and a c c e p t a n c e  o f  s m a l l e r ,  l e s s  c o s t l y  s h e l t e r  t y p o l o g i e s ,  
e t c .  Consequently,  due t o  t h e  t i m e  s p e n t  on t h e s e  i n i t i a l  p r o m o t i o n a l  and 
i n s t r u c t i o n a l  a c t i v i t i e s ,  t h e  h p l e m e n t a t i o n  t ime  h a s  been d e l a y e d  
approximate ly  25% of  t h e  time p e r i o d  e s t i m a t e d  i n  t h e  PP, 

It should  be  n o t e d  t h a t  t h e  S W  and t h e  DECAP were  n o t  been a b l e  t o  
c a r r y  o u t  f u l l y  t h e i r  proposed o b j e c t i v e s  s e t  f o r t h  i n  t h e  PP due t o  t h e  
o p e r a t i n g  l i m i t a t i o n s  t h a t  , e x i s t  under  l a w  4 3 3 8 , .  On t h e  o t h e r  hand,  p robab ly  
t h e  BA+HVI w i l l  be a b l e  t o  a t t a i n  them g i v e n  t h e  p r o v i s i o n s  o f  t h e  new law. 
BAhXVI w i l l  have a  l a r g e  volume of  r e s o u r c e s ,  i n c l u d i n g  p a r t  o f  t h e  s o c i a l  
funds  t h a t  t h e  PP proposed t h a t  DECAP s h o u l d  c a p t u r e ;  i t  w i l l  b e  a b l e  t o  
r e g u l a t e  a l l  of  t h e  h o u s i n g  f i n a n c e  a g e n c i e s  i n  t h e  c o u n t r y ,  b o t h  p u b l i c  and 
p r i v a t e ;  a u d i t   ill have much more l e g a l  a u t h o r i t y  t o  r e g u l a t e  t h a n  DECAP d i d  
p a r t i c u l a r l y ,  i:. :hs of p romot ion ,  o r i e n t a t i o n ,  f i n a n c i n g  and s u p e r v i s i o n  of 
t h e  S  i Ls. 

The g o a l  o f  t h e  program i s  t o  i ~ ; r : v e  t h e  s h e l t e r  c o n 2 i t i o n s  of low income 
f a ~ i l i e s .  To reach  t h i s  g o a l ,  t . .  ; r i v a t e  s e c t o r  low i s h e l t e r  
p roduc t ion  would be r e s t o r e d  t o  o r  excezd  t h e  l e v e l  o f  s h e l . c e r  p r o d g c t i o n  
achieved i n  1979 by t h e  end of Program. I t  i s  ve ry  l i k e l y  t h a t  t h e  1979 
p roduc t ion  w i l l  be r eached .  Even i f  t h e  o p t i m i s t i c  t ime  t a b l e  was n o t  
ac,hieved,  p r o g r e s s  a t t a i n e d  t o  d a t e  s h o u l d  be c o n s i d e r e d  a n  i m p o r t a n t  
c o n t r i b u t i o n  towards t h e  ach ievement  of  t h e  l o n g - t e r n  s t a b i l i t y  o f  t h e  SXAP. 
The fo l lowing  t a b l e  shows t h e  number of housing u n i t s  produced i n  Costa  R ica  
from 1982 t o  1984. 



It  may bi., observed t h a t ,  i:: a whole, t he  SKAP and the  r e s t  of t h e  p r i v a t e  
s e c t o r  have produced, i n  1964,  . 53 .RZ  of the n a t i o n a l  housing product ion while  
i n  1982 they produced 73.42. T , ~ e i r  r e l a t i v e  sha re  of product ion dropped 19.64 
i n  s p i t e  of having increabcfti ; r ~ d u c t i o n  i n  a b s o l u t e  t e r n s  by 7,064 ui l i ts  ar, 
i nc rease  of more than  70% of  what was f inanced  i n  1982, In conf.rast t he  
publ ic  s e c t o r ,  in;proves i t s  r e l a t i v e  pos i t i on  by jumping from 26.6% i n  1982, 
t o  46.2% of t h e  n a t i o n a l  product ion i n  1984. This p r e s e n t s  an  inc rease  of  

of what w a s  p r ~ d u c e d  i n  1982. 

Costa Rlca's Prbduction by S e c t o r s  

1 9 8 2  
No. X 

A. Public Sec tor  

1 )  Banks 
a )  Banco CAC 
b) Banco A 
c )  Banco CR 
d )  Banco Nal 
Sub-To t a l  

2) Others 
a )  IhTU 
b)  CCSS 
c )  INS 
d )  Banco Pop 
e )  XMAS 
f )  Subto ta l  

3) Subto ta l  

B. P r iva t e  Sec tor  
1 )  SNAP 
2) Others 
3) SGS-Total 

C. To ta l  

Change 
1982 t o  1984 

1964 Grow: h f 
X 



Froc t h i s  t r c n d  i n  s h e l t e r  p roduc t ion  i t  must be i n f e r r e d  t h a t  i n  Cc,rara 
Rica ,  t h e  a c h i e v e E i : l t  of t h e  g o a l  of t h e  Program m u s t  be reviewed i n  
r e l a t i o n s h i p  of t h t  changing r o l e  of t h e  p r i v a t e  and t h e  p u b l i c  s e c t o r s .  l n  
t h e  evei.t t h a t  rile p u b l i c  s e c t o r  cont ; inues  t o  s u b s t a n t i a l l y  s u r p a s s  t h e  
e f f o r t s  of t h e  p r i v a t e  s e c t o r ,  i t  i s  worth  reexamin ing  A I D ' S  p o l i c y  o b j e c t i v e s  
i n  smal l  countries ~ ! t h  a v e r y  c l o s e d  economy such  a s  Cos ta  R ica .  The s t a t e ' s  
i n f l u e n c e  i n  economic m a t t e r s  and f i n a n c i a l  a f f a i r s  i s  d e c i s i v e .  The 
complener.:ary r o l e s  o f  t h e  p u b l i c  and p r i v a t e  s e c t o r s  shou ld  be c a r e f u l l y  
examined and a p p r o p r i a t e  s t r a t e g i e s  deve loped .  

The b e n e f i c i a r i e s  of t h i s  Program may be d i v i d e d  d o ~ .  i n t o  f o u r  groups: 

1, B e n e f i c i a r i e s  of t h e  mor tgage  l o a n s  
2. The SdLs and DECAP 
3. The c o n s t r u c t i o n  i n d u s t r y  
4. The Costa  Rica C e n t r a l  Bank 

1. B e n e f i c i a r i e s  of t h e  Mortgage Loans: 

O r i g i n a l l y ,  t h e  b e n e f i c i a r y  f a m i l i e s  werc  c l a s s i f i e d  i n t o  f o u r  d i f f e r e n t  
income l e v e l s ,  a l l  o f  them u n d e r  t h e  median income s c a l e  i n  Costa  Rica as  
measured i n  p e r c e n t i l e s .  These l e v e l s  i n  t h e  M a s t e r  P r o j e c t  D e l i v e r y  Program 
were i d e n t i f i e d  w i t h  a typo logy  of f i n a n c i n g  l o a n  a n d  used t o  i d e n t i f y  t h e  
v a r i o u s  income t a r g e t  groups .  Each l e v e l  o r  t y p o l o g y ,  i n  t u r n ,  was a s s i g n e d  a 
p a r t  of t h e  ? rogram's  t o t a l  r e s o u r c e s .  As a  r e s u l t  o f  t h e  p r a c t i c a l  
e x p e r i e n c e  g a i n e d  from implementa t ion  on ly  two, i n s t e a d  o f  t h r e e  t y p o l o g i e s  o r  
t a r g e t  g r o u p s  proved u s e f u l  f o r  p r o g r a m i n g  t h e  new homes, t h e  0 - 3 5  
p e r c e n t i l e  and t h e  3 5  - 47 p e r r s n t i l e .  Consequen t ly ,  a r e d i s t r i b u t i o n  o f  t h e  
r e s o u r c e s  more c l o s e l y  adap ted  t o  t h e  r e a l i t i e s  o f  t h e  hous ing  market  p l a c e .  
Tne t a b l e  b e l o u ,  i n i i c a t e s  t h e  number of f a m i l i e s  a c t u a l l y  b e n e f i t t e d  t o  d a t c  
(September,  1986).  See a l s o  t h e  t a b l e s  on pages  10 and 11. 

Housine b a n s  Formalized under  A I D  P ronre -  

Financing Incone :;imber of B e n e f i c i a r i e s  
Typology Targe t  Group Ac tua l  % - O r i g i n a l  PDP ii' - 
I - I1 0  - 3 5  P e r c e n t i l e  2,021 49.5 5 ,402  39.7 

I I I 3 5  - 47 P e r c e n t i l e  1 , 1 2 0  27.4 2,003 14.7 

S u b t o t a l  3 ,141 7 ,405 

0  - 5 0  P e r c e n t i l e  940 23 .0  6 ,211  45.6 

T o t a l  4 ,081 100.0  13 ,616  100.0 



lhe reasonb f o r  makine t r l -  t revis ionsl  were m a i n l y  due t o  income 
sff o r d a b i l i t y  problemb ( lack  o '  d ~ m n d )  p e r t i c u l a r l y  J the 25 income 
p e r c e ~ t i l e  end below. Thie t a r g e t  group could  not  make two paymanta: one t o  
pay f o r  t h e  urbanized l o t  it, may lrave purchased, and the  o the r  t o  continue 
r e n t  payment wtliie t h e i r  home vas ~ u i l t .  S i m i l a r l y ,  i n  t h e  home improvement 
loan  component, f ami l t ee  a t  t he  0-?5 p e r c e n t i l e  l e v e l  i t  was discovered t h a t  
many f a m i l i e s  do not  have t h e i r  ow: homes eo  t h e r e  was only a l i m i t e d  demand 
f o r  these l i n e s  of c r e d i t  und i t  .. G a d v i s a b l e  t o  cha:ipe t he  o r i g i n e l  PP1s 
d i s t r i b u t i o n  of resources .  d 

2. The S 6 Ls and DECAP a s  B e n e f i c i a r i e s :  

Even though t h e  f i n a n c i a l  r e s t a t i l i z a t i o n  o f  t he  S L A P  i n  C o s t a  Rica has 
not been achieved ,  i t  i s  c l e a r l y  ev iden t  t o  t h e  s i x  p r i v a t e  S & Ls and DECAP 
t h a t  A I D ' S  a s s i s t a n c e  has been a  major f a c t o r  i n  t h e i r  s u r v i v a l  of t h e  severe  
econoaic c r i s i s  t h a t  h i t  t h e  country betweem 1981-1983. 

As explained i n  o the r  s e c t i o n s  of t h i s  r e p o r t ,  SXAP dropped t o  35% of 
t h e  number of mortgages financed i n  1979 (4432 v s  1583). The liG-007 program 
helped t h e  SNAP t o  withstand the  c r i s i s  w i th  t h e  $4 m i l l i o n  advance and i t  
provided l i q u i d i t y  t o  t h e  S 6 LF not on ly  t o  make loans  but a l s o  t o  improve 
t h e i r  mob i l i za t ion  of o the r  resources .  The i n c r e a s e  of $39 m i l l i o n  i n  a s s e t s  
s t rengthened and helped r e a c t i v a t e  t h e i r  ope ra t ions .  In  a d d i t i o n ,  they have 
benef i ted  both  i n  t he  s h o r t  and long-term by A I D ' S  t e c h n i c a l  a s s i s t a n c e  t o  
address  o p e r a t i o n a l  and major s t r u c t u r a l  problems a f f e c t i n g  SNA.P1s pos i t i on  i n  
t he  market p lace .  

The Cons t ruc t ion  Industry a s  Benef ic ia ry :  

'Ihe c o n s t r u c t i o n  i n d u s t r y ,  r ep re sen ted  by b u i l d e r s ,  developers ,  
; rofess iona l  p a r t i c i p a n t s ,  e t c . ,  t.a':c: d i r e c t l y  ber~ef  l t t e d  from AID'S i n j e c t i o n  
of nev r e sou rces  through t h i s  prozrza ,  which c u r r e n t l y  exceeds $695 mi l l ion .  
These funds have cont r ibu ted  d i r e c t l y  t o  r e a c t i v a t i n g  t h e  indus t ry ,  which had 
: e ~ l  a l s o s t  a t  a  s t a n d s t i l l  iz 1981 - 1982. The program has d i r e c t l y  
generated approximately 26,000 man/months of work. The i n d i r e c t  impact on the  
supp l i e r s  of bu i ld ing  m a t e r i a l s ,  and o t h e r  r e l a t e d  i n d u s t r i e s  i s  est imated t o  . - 
c e  : . 5 -2 .0  t i n e s  the  d i r e c t  en?l~yze;, :  gene ra t i3n .  

4. The Costa Rica Central  Bank 

The same a s  b e n e f i t s  f o r  SLAP, i . e . ,  t h e  h e l p  t o  m i t i g a t e  t he  economic 
c r i s i s ,  and i n f l a t i o n a r y  impacts,  e t c . ,  can  a l s o  be app l i ed  t c  t he  Costa Rica 
Cizntrd Bank. The i n i t i a l  advance ~ a d e  i n  d o l l a r s  and t h e  subsequent d o l l a r  
disbursements have helped the  Bank i n  meet lng i ts  f o r e i g n  exchange needs and 
improving i ts  c r e d i t  pos i t i on  before  o t h e r  c r e d i t  i n s t i t u t i o n s .  



21. Ulif'LkYSCD EFFECTS : 

A .  Llrtplar,~~cd pofi i t ivc  e f f e c t s :  -- 
The most importan: of t h c  unplanned p o s i t i v e  e f f e c t s  i s  t h e  one 

mentloried below. 

N;;l t i ona l  Housing Finance S y s  t.en: 

The program i d e n t i f i e d  t h e  need f o r  t he  S X A P  i n  Costa Rice t o  
broaden i t s  f i n a n c i a l  o p e r a t i o n s / s e r v i c c s  a  broad o p e r a t i n g  
( d i v e r s i f i c n t i o n ) ,  w h i c h  r e q u i r e d  necessary  i n  Law 4338, which 
governed t h e  System, During t h e  process  of s t u d i n g  what l e g a l  
changes needed t o  be made, A I D ' S  c o n s u l t a n t s  and t h c  Costa Rican 
a u t h o r i t i e s  decided t o  o rgan i zed  a  Nat iona l  Housing Congress i n  
February,  1983, Over 300 r e p r e s e n t a t i v e s  from v a r i o u s  a r e a s  of 
t he  count ry  p a r t i c i p a t e d  i n  t h i s  f i v e  day Congress. A s  a r e s u l t  
of t h i s  Congress, i t  was dec ided  t h a t ,  i w t e a d  of making changes 
t o  L a w  4338, i t  was p r e f e r a b l e  t o  deve lop  a s p e c i a l  p i ece  of 
l e g i s l a t i o n  t o  reform t h e  e n t i r e  housing f , inance system i n  t h e  

.country.  For t h r e e  and a  h a l f  y e a r s  ~ a r i o u s  p a r t i c i p a t i n g  groups 
worked on t h e  implementa t ioa  of t h i s  i dea .  I n  1986, a new d r a f t  
l a r  was prepared w i th  d i r e c t  p a r t i c i p a t i o n  of A I D  c o n s u l t a n t s  and 
f i n a n c i a l  r e sou rce s  and t h e  f i n a l  r e v i s i o n  was enac t ed  on 
September 13, 1986. 

;his  system inc ludes  t h e  "Sistema Nacional de Ahorro y Pr6stamos 
de Costa Rica" ( S K U ) ;  i t  has  i n t e g r a t e d  DECAF' i n t o  BASIVI ,  and 
t he  S 6 L s ,  a s  a u t h o r i z e d  e n t i t i e s ,  w i l l  becoae a p a r t  of  t h i s  nev 
n a t i o n a l  f inance  system a s  w e l l  a s  o t h e r  agenc ies  o p e r a t i n g  i n  t he  
home f i nance  f i e l d .  BANHVI's r e s o u r c e s  w i l l  come mainly from 
va r ious  s o c i a l  funds e x i s t i n g  i n  t h e  count ry .  h e  o f  them i s  t h e  
"Fondo de  Asignaciones  Fami l i a r e s "  (Family Allowance Fund). 
Another i s  t he  "Fondos p a r a  Pensiones  d e  l n v a l i d e z  y Vejez" 
( Incapac i t y  and Old Age Pension Fund). This  p r o v i s i o n  i s  a  mhjor 
and f a r  reacn ing  s t e p  i n  Costa Rica because t h e s e  new mandatory 
sav ings  r ep re sen t  a s i g n i f i c a n t  m o b i l i z a t i o n  of a d d i t i o n a l  
r e sou rce s  t o  the  s h e l t e r  s e c t o r .  

B .  Unplsnned nega t i ve  - e f f e c t s :  
- 

It might be 6i;ated t h a t  n e g a t i v e  e f f e c L s  have a r i s e 2  l a r g e l y  due t o  ttd 
fo l lowing  f a c t o r s  ,: 

1. Macroeconomic Factors :  

When t h e  ?o j e c t  PID and PP were prepared ,  i t  was e v i d e n t  t h a t  t h e  
country was heading f o r  a  s e r i o u s  economic c r i s i s .  However, i t  
was n o t  f o r seen  t h a t  t h e  cr is is  would expe r i ence  t h e s e  a c u t e  
problems f o r  more t han  one o r  two y e a r s .  Unfo r tuna t e ly ,  t h i s  



s e r i o u s  s i t u a r  Ian cont inued  from 1979 th rough  1984, when i t  
s t a r t e d  t o  abate .  The most s e r i oua  impacts  were t h e  r o t e  of 
i n f l t l ~ i ~ ~ i i ,  t h e  c o u n t r y l b  d l .  s p j  t a l i z a t l o n ,  t h e  s t r o l l t  increi lhe i n  
unemplo;:n;ent, t h c  dr-an a :  i d e c l i n e  i r r  inveetmerrt , a n d  extreme 
d i s t o r e i o n  i n  r a t e  of c3:r hange p d l i c i e s .  Fur thermore ,  a t  t h i  9 

s t a g e ,  t h e  hous ing  cu,~.- L r u c t i o n  i n d u s t r y  had been s e r i o u s l y  
a f f ec t ed  by t h e  l a c k  of housing development b r i n g i n g  t h e  i n d u s t r y  
t o  o p r a c t i c a l  s t a n d s t i l l .  

The ShhP was s e r i o u e l y  a f : t z t e d  by t h e  f a c t o r s  mentioned be fo re  
and i t s  o p e r a t i o n s  droppcd r l ramat ical ly  t o  t he  po in t  t h a t  i n  1983,  
they were down t o  31i. i ;  L;le t r a n s a c t i o n s  i t  had made i i ~  1 4 7 9 ,  
when the  c r i s i s  s t a r t e d  ( 4 , 1 3 2  u n i t s  f inanced  i n  1979 compared t o  .I 

1392 f inance  i n  1983) .  

In the p r o j e c t i o n s  made i r ,  the  F Z D  and i n  t h c  PP,  t h i s  iffi?act of 
the  ~ac roeconomic  n a t i o n a l  environment was not  a n t i c i p a t e d  i n  i t s  
e n t i r e t y .  The possS .b i l1  t y  f o r  SNAP'S recovery  were cons ide red  
independent ly ,  and no leeway was l e f t  f o r  t h e  p r o j e c t  t o  deve lop  
a t  a  f i imilar  pace t o  t h e  n a t i o n ' s  economic recovery .  I n  f a c t ,  
t h i s  i s  what ha s  ac tua1 ;y  happened s o  SNAFqs recovery  has  been 
slower than was a n t i c i p a t e d  i n  AID'S planning and d e s i g n  documents. 

2. P o l i t i c a l  Factors :  

The marked d i f f e r e n c e s  i n  macroeconomic ~ n d  s o c i o p o l i t i c a l  
philosophy and a c t i o n s  i n  g e n e r a l ,  and i n  p a r t i c u l a r  r ega rd ing  t h e  
housing e e c t o r ,  which t h e  va r ious  governments o f  Costa  Rica have 
had s i n c e  1981, have s e r i o u s l y  a f f e c t e d  t h e  development of  t h e  
program. Mr. C a r a z o ' s  a d ~ i n i s t r a t i o n  was c h a r a c t e r i z e d  by t h e  
a p p l i c a t i o n  o f  measures  t h a t  d id  not b r i ng  f o r t h  many r e s u l t s .  
During t h e  a d m i n i s t r a t i o n  of Mr. Monge a s e r i e s  of a c t i o n s  were 
i n i t i a t e d  t o  a t t a i n  n a t i o n a l  s t a b i l i t y .  During t h i s  
admin i s t r a t i on  t h e  e x c e s s i v e  i n t e r v e n t i o n  of t h e  GOCR in housing 
ma t t e r s  was deemj n i shed  because t h e  p e r t i n e n t  M i n i s t r y  was 
e l im ina t ed ,  which a l lowed t h e  p r i v a t e  s e c t o r ,  p a r t i c u l a r l y  SE;A.P, 
t o  ope ra t e  more free!-i, p a r t i c u l a r l y  i n  t h e  m o b i l i z a t i o n  of 
resources .  The prese;.: a d z i n i s t r a t  i on  of P r e s i d e n t  Ar i a s ,  upon 
dec l a r i ng  t h e  hous ing  problem a  n a t i o n a l  emergency and  a  ma t t e r  of  
top  p r i o r i t y ,  r e a c t i v a t e ?  t h e  Min i s t ry  and consequent ly  t h e  
p a r t i c i p a t i o n  of t h e  s t a t e ,  t o  a t t a i n  an o b j e c t i v e  of b u i l d i n g  
80,000 housing u n i t s .  Tnis  has p r e sen t ed  a new change i n  
p o l i c i e s ,  programs, s t r a t e g i e s  and r e l a t e d  suppor t  a c t i v i t i e i ;  t o  
t h e  s h e l t e r  s e c t o r .  These dramat ic  changes have s e r i o u s L y  
a f f e c t e d  t h e  SNAP and t h e  implementation of  t h e  HG-007 program. 

3.  I n s t i t u t i o n a l  Fac tors :  

The SNAP is  made up of t h e  Cen t r a l  Organiza t ion  ( t h e  "Departamento 
Cent ra l  de Ahorro y  Pr6stamos" .- DECAP),  which i s  a  s p e c i a l  depar tment  w i t h i n  
t h e  "Banco CrGdito AgrIcola  d e  Car tago" ,  and s i x  non-prof i t  "Asociaciones  



M u t u e l i s t n s  de  Ahorro  y Prfs tamo" (S 6 Ls), namely: Ihe  A l e j u e l a  S 6 L, t h e  
Cor tsgo S 6 L ,  t h e  Gunnacaste  S 6 L ,  t h e  Heredla  S  b L and t h e  P u n t a r e n a s  
S 6 L. Thc Sys t em i s  governed by L a w  No. 4338, o f  May 1 2 t h ,  1969.  

In  d e s i g n i n g  t h e  procrnrn, t h e  n e g a t i v e  e f f e c t s  of t h e  way i n  which t h e  
ShM i s  e t r u c t u r e d  and t h e  i i m i t a t i o n s  c o n t a i n e d  i n  t h e  S 6 L low were n o t  
cons ide red  t o  t h e i r  f u l l  e x t e n t .  The c s e n t r a l  o r g a n i z a t i o n  i s  n o t  an  
idependent  e n t i t y .  DECAP forms p a r t  o f  and a c t s  i n  a c c o r d a n c e  w i t h  t h e  
p r o v i s i o n s  of t h e  Board of D i r e c t o r s  of t h e  "Banco C r g d i t o  A g r f c o l a  d e  
Cartago",  which i s  a  s t a t e  bank t h a t  o p e r a t e s  i n  t h e  g e n e r a l  bank ing  f i e l d ,  
wi th  a  Board o f  D i r e c t o r s  which i s  no t  s p e c i a l i z e d  i n  hous ing  and much l e s s  s o  
i n  t h e  s i g n i f i c a n c e  o f  be ing  a  c e n t r a l  o r g a n i z a t i o n  f o r  t h e  Sav ings  and Loan 
s y s  tern. 

T h i s  s i t u a t i o n ,  which o f t e n  gave r i s e  t o  c o n f l i c t s  o f  i n t e r e s t  and 
funiarcenta l  o p e r a t i n g  d i s c r e p a n c i e s  has  r e s u l t e d  i n  weak a c t i o n s  and 
r e l a t i v e l y  low p r i o r i t y  t o  a d d r e s s  SXAP's fundamental  p r o b l e z s .  T h i s  has  l e d  
DECAP t o  e x e r c i s e  minor  c o n t r o l  of SNAP and p e r f o m  a s  a  second r a t e  f i n a n c i a l  
e n t i t y  and u n d e r w r i t e r  w i t h o u t  t a k i n g  d e c i s i v e  a c t i o n s  o r i e n t a t i n g ,  promot ing,  
and improving i t s  o p e r a t i o n s .  This  combina t ion  o f  c i r c u n s t a n c e s ,  added t o  t h e  
l i ~ i t a t i o n s  of t h e  law r e g a r d i n g  t h e  e x t e n t  of  i n t e r v e n t i o n  t h a t  DECAP c o u l d  
t a k e ,  have s e r i o u s l y  a f f e c t e d  t h e  development of SNAP'S a c t i v i t i e s  i n  g e n e r a l ,  
and p a r t i c u l a r l y  i n  t h e  p roper  implementa t ion  o f  t h e  HG-007 program a s  
contemplated i n  t h e  PP. For example,  t h e  PP ment ions  a s  o n e  o f  t h e  t o o l s  f o r  
improving t h e  Sys tem ' s  s i t u a t i o n  " the  o p e r a t i o n a l  d i v e r s i f i c a t i o n " ,  which i s  
e x p r e s s l y  p r o h i b i t e d  i n  t h e  t e x t  of t h e  law. A s e r i e s  o f  o t h e r  a c t i o n s  t h a t  
were t o  be t a k e n  by DECAP o r  t h e  S 6 Ls t o  a c t  have n o t  been f u l l y  implemented 
due t o  t h e  a f o r e m e n t i o n  i n s t i t u t i o n a l  and l e g a l  l i m i t a t i o n s .  

I n  a d d i t i o n ,  t h e  s t r u c t u r e  of "non-prof i t  Mutual A s s o c i a t i o n s "  a p p l i e d  
t o  t h e  S a v i n g s  and Loan A s s o c i a t i o n s  f o r  hous ing  i n  Costa  Rica h a s  
c o n s i s t e n t l y  posed a  problem i n  c o n n e c t i o n  w i t h  i t s  f i n a n c i a l  development .  
The d i r e c t o r s  o f  t h e s e  c ~ t u a l  e n t i t i e s ,  who o p e r a t e  i n  h o u s i n g  w i t h o u t  h a v i n g  
a  b a s i c  c o r p o r a t e  c a p i t z l  a:? depend on t h e  s a v i n g s  t h e y  c a p t u r e ,  a r e  m o s t l y  
members o f  t h e  same c o r n u n i t y  whom t h e y  s e e k  t o  s e r v e .  They d o  n o t  a lways  
have t h e  n e c e s s a r y  knowledge and much l e s s  s o  t h e  p r e p a r a t i o n  r e q u i r e d  f o r  
sou:d f i n a n c i a l  managexent.  This  g i v e s  r i s e  t r  a s i t u a t i o n  were tie t e c h n i c = l  
pe r sonne l ,  hav ing  a  c e r t a i n  amount of t h e  t rc8 i r ; ing ,  i s  c o n s  t a n t i j  s t r u g ~ l i n g  
wi th  t h e  e r r o n e o u s  a t t i t u d e s  of s benevo len t  board o f  D i r s c t o r s .  ' h e  A I D ' S  
t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  has  a c h i e i . ~ .  :: n s i d e r a b l e  ct.zr i e s  bu: t h e  
process  h a s  been and s t i l l  c o n t i n u e s  t o  be d i f f . ~ c u l t  and s low.  

These n e g a t i v e  unplanned e f f e c t s  i n  t h e i r  f u l l  n a g n i t u d e  ir.  t h e  d e s i g n  
of t h e  program were u n d e r e s t i m a t e d  o r  n o t  c o n s i d e r e d .  In o r d e r  t o  a t t a i n  
a d d i t i o n a l  p r o g r e s s  i n  t h e s e  a r e a s ,  i t  w i l l  be n e c e s s a r y  t o  e s t e a d  t h e  
p r o j e c t ' s  i m p l e m e n t a t i o n  a n  a d d i t i o n a l  1 8  t o  24 months. 



LXSSOISS LEARNED/SUl"CWY RECOMENDATIOXS 

k s s o n s  Learned 

1. Design of  t he  Program: 

The g e n e r a l  s i t u a t i o n  i n  the  countr!:, p a r t i c u l a r l y  r e g a r d i n g  p o l i t i c a l ,  
economic and s o c i a l  a s p e c t s  e x i s t i n g  a t  t h e  time t h e  p r o j e c t  de s ign  was 

L being prepared ,  must be given more i e r i o u s  c o n s i d e r a t i o n  t o  a n t i c i p a t e  
t h e  probable  changes l i k e l y  t o  occur  du r ing  t h e  l i f e  of  t h e  p r o j e c t .  
Tne housing s e c t o r  has very bra:: i :, a c t s  and i s  e a ~ i l y  a f f e c t e d  by E 

wnole s e t  of n a t i o n a l  p o l i c i e s  an2 a c t i o n s .  Consequent ly ,  the  s e c t o r  w 

cannot be cons idered  i n  i s o l a t i o n .  For example, i n  t h e  c a s e  of t he  S 
& Ls, t h e  b a s i s  of  i t s  ope ra t i ng  c a p i t a l  l i e s  i n  c a p t u r i n g  resources  i n  
t h e  n a t i o n a l  c a p i t a l  market.  In t h i s  r e s p e c t  , government p o l i c i e s ,  
a c t i o n s  and customs t h a t  have e x i s t e ' i  f o r  y e a r s  have c o n s i d e r a t l e  impact 
on t h e s e  t r a n s a c t i o n s .  In  s h o r t ,  i n  t h e  d e s i g n i n g  of f u t u r e  programs, 
prime importance should be given t o  t h e  n a t i o n a l  environment ,  l e g a l  
frameworks, i n s t i t u t i o n a l  behavior ,  e t c .  

2. The h e a l  S t r u c t u r e  t h a t  Af f ec t s  SSAP i n  Costa  Rica 

Under t h i s  program t h e r e  had been a t t r i b u t e d  t o  DECAP a  number of 
c a p a c i t i e s  and r e s p o n s i b i l i t i e s  t'.. . t  i t  does  n o t  have o r  t h a t  t he  S 6 L 
law r e s t r i c t s  o r  p r o h i b i t s .  When a  program i s  e s s e n t i a l l y  based on t h e  
o p e r a t i n g  c a p a c i t y  of  a  given o r g a n i z a t i o n ,  which i s  t h e  ca se  w i th  
D E W ,  i t  i s  ind i spensab l e  t o  ana lyze  i n - d e p t h  t h e  laws and /o r  o t h e r  
r e g u l a t i o n s  t h e t  govern i t .  It i s  k s s e n t i a l  t o  p r o p e r l y  measare i t s  
o p e r a t i n g  c a p a c i t y  and i t s  p o l i t i c a . 1  power t o  s u c c e s s f u l l y  make any 
necessary  changes s e t  f o r t h  i n  t he  p r o j e c t  d e s i g n  document. 

3.  SNAP - 
Tile PP e x p e c t a t i o n s  of SKAP were bet i:oo h igh  g i v c a  t h e  c h a r a c t e r i s t i c s  
c j i  i t s  l e g a l  s t r u c t u r e  and re1a:lonships t o  DECAP a s  set  f o r t h  i n  Law 
4 3 3 8 .  The h i s t o r i c  body of p r a c t i c a l  expe r i ence  s i n c e  t h e  s t a r t -up  of  
S...;.k c l e i r l y  demons t ra tes  major i.-sakness i n h e r e n t  i n  t h e  mutual systelli 
a  a l l  t h a t  t h i s  i nvo lves  i n  terms of  ph i losophy ,  l e a d e r s h i p  r i s k  
t ~ k i n g  e t c .  

L i s t ed  below a r e  s p e c i f i c  a c t i o n  r e c o ~ e n d a t i o n s  t h a t  t h e  c e n t r a l  
regulatory agency (DECAP o r  BAhWI) of t h e  SNAP should  c a r r y  o u t  t o  overcome 
i d e n r i f i e d  problems a f f e c t i n g  t h e  im? lezen t a t i on  of t h e  515-HG-007 of t h e  S & 
L sys;rii i n  Costa Rica. 

1. Re-evaluate t h e  on-lending i n t e r e s t :  r a t e s  t o  t h e  S 6 Ls based on 
t h e  i n t e r n a l  and e x t e r n a l  e f f e c t i v e  borrowing r a t e s  with  t h e  
o b j e c t i v e s  of p rov id ing  maximum l i q u i d i t y  f o r  t h e  SNAP. 



2 .  Moni to r  on a day-by-day b a s i s  DECAP/BA!!;HVI'fl c a s h  p o s i t i o n  v s ,  a 
p e r i o d i c a l l y  r e v i s e d  p r o j e c t i o n ,  i n c l u d i n g  t h e  d e b t - s e r v i c e  
r a t i o .  Also ,  t h e  f i n a n c i a l  p o s i t i o n  v s ,  i t 8  pro-forma f i n a n c i a l  
s t a t e m e n t s ,  s h o u l d  be a n a l y z e d  r e g u l a r l y ,  

3 .  DECAP o r  BANHVI s h o u l d  p r o v i d e  A I D  t h e  a s s u r a n c e  t h a t  DECAP o r  
BAIiHVI and t h e  S 6 Ls w i l l  c o n c e r n  t h e r s e l v e s  w i t h  t h e  f o l l o w i n g :  

a )  M o b i l i z a t i o n  of  low f i n a n c i a l  c o s t  i n s t r u m e n t s ,  i f  f e a s i b l e .  I 
b )  @%:aining i n t e r n a l  r e s o u r c e s  i n  t h e  form o f  bor rowing  a t  

s h o r t ,  medium and l o n g  t e r m s .  I 
m 

c )  R e n e g o t i a t i o n  o f  t h e  C e n t r a l  Bank's  debt ,  f o r  t h e  exchange 
f l u c t u a t i o n  payments. 

d )  Reduct ion t o  t h e  e x t e n t  p o s s i b l e  i n  t h e  S t o c k  Exchange 
o p e r a t i o n ,  e . g . ,  20% p e r  y e a r .  

4.  P r o v i d e  A I D w i t h  a c a s h  f l o w  projections f o r  t h e  f o l l o w i n g :  

o  Use of  t h e  $6 m i l l i o n  remain ing  t o  be d i s b u r s e d  under  
515-ZG-007; 

o  L i q u i d a t i o n  of  t h e  $4 m i l l i o n  advance  c o n t r s c t e d  under  
515-BG-007; and 

o  Convers ion of  t h e  $5 m i l l i o n  (K-040) i n t o  mortgage  p o r t f o l i o ;  

5. The StiAP, under  t h e i r  p r e s e n t  improved f i n a n c i a l  p o s i t i o n ,  s h o u l d :  

a )  E v a l u a t e  t h e  l e n d i n g  rates vs .  t h e i r  borrowing rates and 
d i s c u s s  wit i i  LZCm o r  BANHVI t h e  p o s s i b i l i t y  o f  r e s t r u c t u r i n g  
t h e  borrowing r a t e s  o f  007 and K-O+O. 

b )  Improve t h e i r  p o r t f o l i o  c o n d i t i o r  w i t h  r e s p e c t  t o  d e l i n q u e n t  
a c c o u n t s ,  which c o u l d  b e  done t:.-+ugh a  c o l l e c t i o n  sechanisrz  
i n  which t h e  F e d e r a t i o n  c o u l d  p a r t i z i p a t e .  

c )  P lan  and implement t h e  r e q u i r e d  ~ - : i ; . z s  t o  s e l l  azc! ;ic,iiida:e 
t h e  r e a l  e s t a t e  owned (REO) which i s  a  non-income g e n e r a t i n g  
a s s e t  and s u b s e q u e n t l y  a d v e r s e l y  a f f e c t s  t h e i r  c a s t  f l o w  and 
r e s e r v e s  ; 

d )  C o l l e c t i v e l y  u n d e r w r i t e  a majo r  p u b l i c i t y  campaign t o  i i t t r a c t  
r e g u l a r  passbook and o t h e r  low-cost r e s o u r c e s ;  



e )  Adopt a p p r o p r i a t e  i n v e s t m ~ n t  s t r a t e g i e s  t o  min ize  t h e i r  
ope ra t i ons  and dependency oil t h e  Stock Exchange and moni tor  
t h e i r  Stock Exchange o p e r e t i  I : . , .  (Asset and L i a b i l i t y )  i n  o r d e r  
t o  prevent a  non - l i qu id  pos!! i on  and t he  even tua l  c o l l a p s e  of 
t h e  System 

The Cent ra l  Bank of Cos ta  Rica a n i  DECAP/BAtiHVI ehould o x l y ~ e  t h e  
need f o r  c o n t r a c t i n g  t h e  remaining $6 m i l l i o n  of 007. P r i o r  t o  I 

A I D ' 6  apprava l  of any c o n t r a c t  D i A F / B A M I V I  and t h e  S  6 Ls shou ld  
submit a long-term s t a b i l i z a t i c n   an of how they i n t end  t o  p l a c e  
DECAP BAKHVI and SKAP i n  a s ~ i : - ~ ~ p p o r t i n g  p o s i t i o n .  If t h e  l o a n  
i s  cont rac ted  under  t h e  p r e s e n t  scheme of d i scounted  i n t e r e s t  f o r  m 
t h r e e  yea r s ,  t h e  on- lending  t e r m  should be e s t a b l i s h e d  bef a r e  
c o n t r a c t i n g  t a k e s  p l a c e .  

The long-term s t a b i l i z a t i o n  p l an  mentioned i n  t h e  p r eced ing  
paragraph should i n c l u d e  a two-year p r o j e c t i o n  on t h e  b a s i s  o f  t h e  
des ign  of an o p e r a t i n g  and f i n a n c i a l  plan .aimed a t  s t r e n g t h e n i n g  
t he  SKAP, which shou ld  i n d i c a t e  t h e  requirements  of  t h e  System f o r  
103-cost funds t o  a c h i e v e  such s r rendthen ing  and t h e  p r o s p e c t s  f o r  
i nc r ea s ing  t h e i r  m o b i l i z a t i o n .  

The plan should  i n c l u d e  a  p ~ o g r a c  f o r  improving t h e  mortgage 
p o r t f o l i o ,  t h a t  i s ,  making a  s u b s t a n t i a l  improvement i n  
c o l l e c t i o n s ,  a  program f o r  c a p i t a l i z a t i o n ,  etc.  

I f  from t h e  above-mentioned p r o j e c t i o n  i t  i s  ev iden t  t h a t  t h e  S & 
Ls, i n  o rde r  t o  c o n t i n u e  f i n a n c i n g  low-income f a n i l i e s ,  would need 
low-cost funds from s o u r c e s  o t h e r  than t h e i r  own c a p t u r i n g ,  t h e  
BANHVI could a d v i s e  A I D  t o  what e x t e n t  i t  would c o n t r i b u t e  towards  
t h e  purpose. A I D  c o u l d ,  i n  t u r n ,  s tudy  t he  p o s s i b i l i t y  of 
a d d i t i o n a l  c o n t r i b u t i o n .  

The r e f i nanc ing  o f  t h e  $14 , m i l  l i o c  loans  should be e x p l o r e d ,  even 
though t h e  Loan Agreements exc lude  t h e  prepayment o p t i o n  o f  t h e  
loans .  
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ANNEX t / A  

SKAP, June 30, 1986 

' h e r e  i s  noticeable ctunt;c i n  t h e  tor..,' . : , o r 1  of t h e  l i n b i l i  t i e 6  o f  t h e  
SKAP which is r e f l e c t e d  i n  t h e  June  30, 1985 b s l a n c r  e h e e t s  of  t h e  combined 
S 6 Ls. 'Illis hi16 been caused  main ly  by o hud,~.:, drop  i n  i n v e s t o r s 1  c o n f i d e n c e  
i n  La Vivienda,  which r e q u i r e d  s u b s t a n t i a l  s u p p o r t  from t h e  Costa  Rican 
Government. A l l  Mutuales  E hould be monitorec c l o s e l y  t o  e n s u r e  t h a t  t h i s  
e r o s i o n  i n  p r i v a t e  d e y o s i  t o r s 1  conf idenccl floes n o t  l e a d  t o  a d d l  t i o n a l  
w i t n d r a v a l s  i n  u n ~ a n a g e a b l e  amount s .  

S t a r t i n g  i n  t h e  second h a l f  of 1983,  t r ~ e  S & Ls i n  g e n e r a l ,  f o r  t h e  
purpose of o b t a i n i n g  l a r g e r  r e v e n u e s  s t a r t e d  t o  i n c r e a s e  t h e  o p e r a t i o n s  t h a t  
the:; used t o  c a r r y  o u t  t o  a l e s s e r  e x t e n t  ir ,  t h e  s t o c k  market  th rough  t h e  
"Bglsa Kacional  d e  Valores" .  Up t o  t h a t  t i m ,  t h e  S & L6 t r a n s a c t e d  t h e i r  
inves tment  l a r g e l y  on t h e i r  own premises .  

The Mutual La Vivienda,  d u r i n g  1984, s u b s t a n t i a l l y  i n c r e a s e d  t h e s e  s t o c k  
'exchange t r a n s a c t i o n s  and reached  t h e  p o i n t  o f  having 82% o f  t h e  S W  t o t a l  on 
t h e  Exchange. For t h i s  purpose  and i n  a n  a t tercpt  t o  i n c r e a s e  i t s  p r o f i t s ,  i t  
managed t o  c a p t u r e  l a r g e  sums o f  money from Autonomous & t i t i e s  of t h e  S t a t e ,  
a l l  o f  them f o r  s h o r t  terns, which o f t e n  f o r c e d  t h e  Mutua l  l a  Vivienda t o  
i s s u e  mortgage p a r t i c i p a t i o n s  which a l m o s t  e,.;eeded o r  r e p r e s e n t e d  p r a c t i c a l l y  
l O O X  o f  i t s  p o r t f o l i o .  I h ~ e  t o  t h i s  s i t u a t i o n ,  t h e  "Bolsa  N ~ c i o n a l  d e  Valores"  
(Na t iona l  S e c u r i t i e s  Exchange) i n  o r d e r  t o  f o r e s t a l l  any  problem t h a t  might 
a r i s e  bo th  f o r  La Vivienda a n d ,  th rough  i t ,  t o  a l l  of t h e  SNAP i n  t h e  e v e n t  of  
a n  e x c e s s i v e  o f f e r i n g  w i t h o u t  due back ing ,  e t c . ,  d e c i d e d  t o  r e q u i r e  t h e  Kutus l  
t o  g r a d u a l l y  d e c r e a s e  t h e s e  t r a n s a c t i o n s  and f i n a l l y  f o r  a p e r i o d  o f  over  one 
month i t  d i d  n o t  l e t  La Viv ienda  engage i n  any t r a n s a c t i o n s  a t  t h e  Exchange. 
DECAP, i n  t u r n ,  had i n t e n d e d  t o  do something abou t  t h i s  b u t ,  a s  has been 
r e p e a t e d l y  ment ioned l n  t h i s  c o n n e c t i o n ,  X a w  4338 d o e s  n o t  g i v e  DECAP c l e a r  
and s u f f i c i e n t  a u t h o r i t y  and when DECAP t r i e d  t o  t a k e  a c t i o n  a g a i n s t  Mutual La 
Vivienda i n  r e g a r d  t o  i t s  s e c u r i t i e s  exchznge t r a n s a c t i o n s ,  t h e  Mutual 
cons ide red  t h a t  DECAP had no r i g h t s  i n  t h i s  c a s e  and t o o k  l e g a l  a c t i o n  a g a i n s t  
DECAP p r e v e ~ t i r i g  DECAP from d o i n g  a n y t h i n g  abm:  t h i s  m a t t e r ,  

During a l l  t h i s  p r o c e s s ,  p a r t  of  t h e  l a r g e  sums r e c e i v e d  by t h e  Mutual was 
i n v e s t e d  f c r   long^.^ t e r m  t h a n  t h a s e  f o r  re?a::;ner.t, which made i t  d i f f i c u l t  
f o r  i t  t o   EL i t s  r e p u r c h a s e  c o a z i t m e n t s .  In  view o f  t h i s  s i t u a t i o n ,  t h e  
Mutual r e s c r t e d  t o  t h e  COCK and o b t a i n e d  h e l p  th rough  i n v e s t m e n t s  made by 
s e v e r a l  g o o i r x e n t  i n s t i t u t i o n s .  

These problems a f f e c t e d  SNAP i n  g e n e r a l ,  t o  a c e r t a i n  e x t e n t ,  a l t h o u g h  
f o r t u n a t e l y  i t  d i d  n o t  become a n  i n p o r t a n :  n e k a t i v e  i m p a c t .  The changes  t h a t  
took p l a c e  i n  t h e  make-up o f  t h e  l i a b i l i t i e s ,  viewed i n d i v i d u a l l y ,  r e v e a l  i n  
p a r t  t h i s  e f f e c t ,  n o t w i t h s t a n d i n g  t h e  f a c t  t h a t  t h e  g r a n d  t o t a l  o f  Assets and 
l i a b i l i t i e s  s u f f e r e d  no major  changes .  The f o l l o w i n g  t a b l e  shows t h i s  
s i t u a t i o n .  
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Ar; shown i n  t h e  f o l l o w i n g  T a b l e ,  t h e  SNAP does n o t  rhow a major change i n  
c o t e 1  a s f i e t s  o r  1 i a b i I i t i e f i .  However, t h c  carn;)osl t ion o f  l i a b i l i t i e s  i g  

e u b e t a ? t i n l l y  d i f f e r e n t .  

1. cash 
2 .  h a n s  
3. h v e s t m c i ~ t s  
4. Other  
5 T o t a l  A s s e t s  

B.  L i a b i l i t i e s  

1. S a v i n g s  
2. Tlme Depo6i t s  
3. Mortgages  ( B o l s a )  
4. DECAP Loans 
5. A I D  Loans 
6. O t h e r  
7 .  T o t a l  L i a k i l i t i e s  

(Colorics M i l l i o n s )  

Change 
Cc.: 

Passbook s a v i n g s  dropped by El6  M i l l i o n  and a  m a s s i v e  C388 m i l l i o n  were  
withdrabm i n  t ime  d e p o s i t s .  In  o r d e r  t o  pay f o r  t h e s e  comoi tments ,  cash  was 
used i n  t h e  amount o f  tlll m i l l i o n  and E l43  m i l l i o n  i n  s h o r t  term i n v e s t m e n t s  
were s o l d .  

In  a d d i t i o n ,  t h e  SNAP g e n e r a t e d  funds  t o  c o v e r  t h e  t 20O m i l l i o n  growt:, i n  
new l o a n s  by p l a c i n g  mortgage bonds i n  t h e  amount o f  t428.7 m i l l i o n .  ' I t  i s  
r e p o r t e d  t h a t  t h e  l a t t e r  amounts were b a s i c a l l y  pr~~;lsi th rough  t h e  C.:sta 
Rican government,  which made t h e s e  amounts a v a i l a b l e  t o  p r e v e n t  a  c r i s i s  i n  
t h e  S U P ,  due  t o  t h e  problems w i t h  La V i v i e n d a .  I t  I s  r e p o r t e d  t h a t  t h e  
t i a t i o n a l  I n s u r a n c e  I n s t i t u t e  (ISS), t h e  S o c i a l  Seccrit, l .. t i t u t i o n  ( C C J S '  a:.- .L 

o t h e r  i n s t i t u t i o n s  provided up t o  a b o u t  C400 ~ i l l i u n  i n  t h e  f o r r  o i  e x  
emergency l o a n  w i t h  u n s p e c i f i e d  repayment t e r m s  t o  t h a t  S 6 L. 

Sone o f  t h e s e  major changes  could  be  caused  by c y c l i c a l  f a c t o r s ,  but  t h e  
f o l l o w i n g  t a b l e  i n d i c a t e s  t h e  s o u r c e  was more p robab ly  a  "run"  on La V i v i e n l z  
which a f f e c t e d  t h e  whole S 6 L sys tem.  



Wmireretive Balance Sheets o f  b Vivientla 

1. Cash 
2. Loans 
3. Inves:,,.: .:; 

4. O the r  
5. T o t a l  Assets 

E. L i a b i l i t i e s  

1. Sav ings  
2. Time D e p o s i t s  
3. Mortgages  ( B o l s a )  
4. DECAP Loans 
5. A I D  Loans 
6. Other  
7. T o t a l  L i a b i l i t i e s  

La V i v i e n d a ' s  t o t a l  l i a b i l i t i e s  d r o p p e d  by t 2 5 8  M i l l i o n .  It los t  e 2 2 . 2  
M i l l i o n  i n  passbook s a v i n g s  passbooks ,  $198 m i l l i o n  i n  t ime d e p o s i t s ,  and $99 
M i l l i o n  i n  mortgage  bonds. Ln o r d e r  t o  c o v e r  t h e s e  demands f o r  payment,  La 
Vivienda s o l d  o f f  g338 m i l l i o n  i n  i n v e s t m e n t s  and used up $75.6 m i l l i o r r  i n  
c a s h ,  Th i s  h a s  e f f e c t i v e l y  sh runk  La V i v i e n d a ' s  ba lance  s h e e t  by a b o u t  $318 
M i l l i o n .  

Although t h e  immediate c r i s i s  i s  o v e r ,  s p e c i a l  a t t e n t i o n  i s  r e q u i r e d  t o  
f o r e c a s t  t h e  e f f e c t s  o f  t h i s  c r i s i s  on  La Vivienda and t h e  r e p e r c u s s i o n s  i t  
c o u l d  have on t h e  o v e r a l l  S  6 L s y s t e m .  The g a i n s  made by t h e  s y s t e m  i n  
i n c r e a s i n g  i t s  f u n d i n g  from l o c a l  r e s o u r c e s  c a n  be set back by t h i s  t y p e  o f  
w i t h d r a w a l s .  

The SNAP sys tem h a s  shown r e s i l i e n c e  i n  d e a l i n g  w i t h  t h i s  c r i s i s  s i n c e  i n  
e f f e c t  t h e  s y s t e z ' s  t o t 2 1  s a v i n g s  a c c o u n t s  d e c r e a s e d  l e s s  t h a n  t h o s e  o f  La 
Viv ienda ,  but  i s  i s  d o a b t f u l  t h a t  i t  c a n  w i t h s t a n d  a n o t h e r  c r i s i s  w i t h o u t  
a d d i t i o n a l  emergency s u p p o r t .  

I n  p a r t i c u l a r ,  t h e  long range  e f f e c t s  of t h i s  c r i s i s  on La Viv ienda  and 
SNAP shou ld  be reviewed i n  d e p t h  t o  d e t e r m i n e  t h e  consequences  i t  migh t  have  
o n  t h e  f u t u r e  v i a b i l i t y  of t h e  sys tem.  The f o l l o w i n g  a r e  a  s a m p l e  o f  t h e  
f i n a n c i a l  e f f e c t s  t h a t  s h o u l d  be m o n i t c r e d :  



I .  LH Viviendn may n o t  be  a b l e  t o  recover  the  funds  i t  has l o s t  i n  t h r  
p r i v a t e  s e c t o r  e x c e p t  o v e r  a long p e r i o d  of t i m e .  Xf governme:;t 
funds  a r e  no t  r e t a i n e d  i n  La Vivienda,  i t  may be u n a b l e  t o  m a i n t a i n  
i t s  p r o f i t a b i l i t y  and f u r t h e r m o r e  i t n  sah l l i ty  t o  fund c o n s t r u c t i o ; ~  
i o i n s  ~ n d  meet i t s  payment o b l i g ~ t i o n s  m a /  be j eopard ized .  

2 .  The l o s s  of C 2 2  m i l l i o n  i n  passbooks  s a v i n g s  , when t h e  a v e r a p e  
passbook i s  abou t  $2,000.00 means t h a t  i t  may t a k e  a  l o n g  t ime t o  
recover  t h i s  volume and t h a t  i n  the meantime, t h e  a v e r a g e  c o s t  of  
f u c d s  f o r  t h e  S 6 L w i l l  i n c r e a s e .  

3. It i s  unknown a t  t h i s  t i m e  whether  t h e  SNAP w i l l  f u r t h e r  d e t e r i o r a t e  
due t o  a d d i t i o n a l  w i t h d r a w a l s  o r  what e f f e c t 6  t h i s  c o d 6  h a v e  on c a s h  
flow and  long  term p r o f i t s .  

4 .  It i s  suggested t h a t  t e c h n i c a l  a s s i s t a n c e  funds  be used t o  have h e r e  
a  c o n s u l t a n t  who c a n  a d d r e s s  t h e  f o l l o w i n g  two a r e a s :  

1 )  l o n g  range f i n a n c i a l  impact of  t h i s  d r o p  i n  p r i v a t e  i n v e s t o r t i '  
conf idence  on SNAP a b i l i t y  t o  perform;  

2 )  p rov ide  t r a i n i n g  and implement e f f e c t i v e  s u p e r v i s i o n  of t h e  
SNAP o p e r a t i o n s  i n  t h e  l o c a l  msrket  and on t h e i r  l i q a i d i t y  
p o s i t i o n .  .I 8 



All  of t h e  S 6 Lfi wctc s!iowirlg a net  l o s s  and cr nega t ive  r e t a rn  011 a s s c t s  
i n  1982. 'Ihe syetem a s  vtl ole reported n e t  l o r s e s  cf El9 mi l l i on  t h a t  year . 
By 19b5,  t he  A ?  I : n t  L p r o f i t s  of C ~ Y  a i i l i o r ~  a n  i r , ,  r t -ase of c5b  
mil l ion  oetween thoae p e r i d t i .  

Tt~cre a r e  s eve ra l  reasons for  t h i s  i nc rease  i n  t he  S 6 Ls p r o f i t a b i l i t y .  

1. C,,st of  Funds and Compositiun of Assets :  

One of t he  major f a c t o r s  i n  the l o s s e s  t h a t  were reyorted i n  1982 was 
t h e  very high c o s t  of funding,  when compared t o  the  lov i n t e r e s t  
earned on t h e i r  e x i s t i n g  p o r t f o l i o  of long term mortgages w i t h  f i xed  
i n t e r e s t  r a t e s .  

The numbers show t h a t  i n  1982, t h e  S 6 Ls were l o s i n g  $10 m i l l i o n  i n  
i n t e r e s t  d i f f e r t r r t i a l s ,  a s  the c o s t  of funds was higher  than i n t e r e s t  
earned .  In 1982, a s  a  r e s u l t  of n e g a t i v e  i n t e r e s t  earned,  the  S 6 Ls 
were unable t o  ccver  t h e i r  a d m i n i s t r a t i v e  expenses,  leading t o  even 
A ~ r g e r  l o s ses  a t  y e a r ' s  end (e35 m i l l i o n ) .  

The above s i t u a t i o n  improved g r e a t l y  i n  1985. ?he S 6 Ls showed p o s i t i v e  
i n t e r e s t  d i f f e r e n t i a l s ,  t o t a l l i n g  tt87 m i l l i o n ,  which enabled rhec t o  cover  a 
port ion of admin i s t r a t i ve  expenses. Three S L Ls were a b l e  t o  absorb a l l  
a d ~ i n i s t r a t i v e  expenses; t h e  r e s t  covered only a  p o r t i o n .  

The i n c r e a s e  i n  p r o f i r  margins was due t o  s e v e r a l  f a c t o r s ,  among then the  
fallowing: 

a .  An increase  i n  t h ?  i n t e r e s :  earned on both  mortga6c.s and 
investments .  In 1982, average i n t e r e s t  earned on both was below 
165. By 1985. average i f i te res t  earned v d s  above 182. The i ~ t e r e s t  
eerned on mortgages increased by an average  3 . 3 % ,  while i n t e r e s t  
earned on investments  jumped by an average  6 . 8 h ,  yie ld ing  a ntrond 
21.62 r e t u r n  on t h e s e  investments. .  

b. A s h i f t  i n  the  composition of revenues of t h e  S 6 Ls. 
In 1982, interesr.  earned on mortgages r ep re sen ted  86.5% of the  t o t a l  
earned.  By 1985, t h i s  percentage  had dropped t o  73.2%. The 
d i f f e r e n c e  was picked up by i n t e r e s t  earned  on investments ,  which 
grew from 5.9% t o  21.4%. 
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2 .  Adminintrii~ l v e  Expenses:  

A eecond a;  or f a c t o r  i n  the l o s s e s  r e p o r t e d  i n  1982 were edminih t r i l t ive  
expenseb, C2.5.2 m i l l i o n .  These have Urown by e62 m i l l i a n  by 1985, t o  $87.4 
mi l l i on  ( ? 4 ; , ) ,  b u t  hclvk not i r ~ c r a a s e d  n o t i c e a b l y  a s  a p e r c e n t a ~ e  of t o t e 1  
i n t e r a s  t e ~ r n e d .  . 

On t h e  average ,  a b o u t  half  of a d m i n i s t r a t i v e  expenses a r e  due t o  s a l a r i e s  
p;;:;; h a percentage o f  t o t a l  a s s e t s ,  a d m i n i s t r a l i v e  . s , ~ l o r i e s  E;rew from 
1.79,. t o  2.09;. There i s  an open ques t ion  a s  t o  whether these a d m i n i s t r a t i v e  
expenscs can be reduced. It w o u l ~  r e q u i r e  an i n  depth etudy t o  determine i f  
the  S:AP can become mcjre e f f i c i e n t  and such an i s s u e  i s  beyond the  scope of 
t h i s  r epo r t .  

However, t he  gene ra l  impression i s  t h a t  t h e  geographical  d i s t r i b u t i o n  of 
the  S & L ' s ,  t h e  present  volume of t h e i r  o p e r a t i o n s  and the d i f f i c u l t  economic 
environment i n  which they ope ra t e  would not  a l l o w  s u b s t a n t i a l  sav ings .  

The s i x  S 6 Ls were o r i g i n a l l y  organized  a l o n g  geographical  t e r r i t o r i e s .  
Each had i t s  main o f f i c e  i n  a  p r o v i n c i a l  c a p i t a l  and addressed housing needs 
i n  t h e  nearby a r e a s .  As a  r e s u l t  of expans ion ,  some have branches i n  o t h e r  
t e r r i t o r i e s  which they c u r r e n t l y  r e t a i n  t o  i n c r e a s e  t h e i r  depos i to r  base and 
a s  a  convenient c o l l e c t i o n  a f f i c e  f o r  l oans  s t i l l  outs tanding .  'Ihe advantages  
of the  r eo rgan iza t ion  of t he  StiAP should be e v a l u a t e d .  

Unt i l  r e c e n t l y ,  a l l  of t he  S 6 Ls managed t h s i r  ope r s t i ons  manually,  s i n c e  
none had e l e c t r o n i c  o r  c o z i p t e r  systems a v a i l a b l e .  With the  growth i n  volume 
and the  high c o s t  of managing and c o l l e c t i n g  on loans  aimed a t  lower income 
groups, i t  i s  expected tha t  these  a d m i n i s t r a t i v e  expenses w i l l  i n c r e a s e .  

The averbse s i z e  of a  passbook i s  about  $?2,000 (or  US $33) and t h e  airerage 
s i z e  of a  loan  i s  C134,000 ( o r  US C2,243). The S 6 Ls handle a p p r o x i a a t e l y  
118,000 passbooks, 26,000 loans  w i t h  monthly c o l l e c t i o n s  (10,000 of which a r e  
past  due a t  l e a s t  60 days) ,  and or! any g iven  day h a w  some 800 o u t s t a n d i n g  
opera t ions  i n  t h e  s tock  market. :3 open a saving: passbook, t h e  minimum 
depos i t  i s  i n  t h e  range of C25.00 t: C100.00 each  (US 9.42 t o  US $1.66).  

This i s  a  l a r g e  n u ~ b e r  of o p t .  - : i o n s  t o  manage r r - ~ ~ i l l y ,  and t h e r e  i s  a  
p o s s i b i l i t y  t h a t  t h e  sheer  volume of t r a n s a c t i o n s  a&:; overload t h e  sys t eE ,  
with a  l o s s  of qua1,ity and c o n t r o l  i:! t h e  S K U .  

Given the  l a r g e  number of l oans  pas t  due,  and f r o =  experience i n  recovery 
e f f o r t s  i n  o t h e r  p r i v a t e  s e c t o r  i n s t i t u t i o n s ,  i t  i s  es i imsted t h a t  i t  t a k e s  
t i . ree  t imes a s  much e f f o r t  t o  c o l l e c t  on l o a n s  of poor q u a l i t y  and i n  t n e  
r e s a l e  of repossessed r e a l  e s t a t e ,  than  t o  manage a  normal opera t io t i  t h a t  i s  
cu r ren t .  



ln view o! t h e : ~ c ~  nccdi , ,  t h e  i m p r c s s i o i ~ : .  a r e  t h n t  some improvements  c a n  be 
crchleved, but t t ~ t  t h c  M u t r i l c h  w i l l  4.n e f f c r . 1  hirvc t o  i n c r e a s e  s d a i n i s t r a t i v e  
expcases  i n  e x c e s s  of  rnaridnLed s a l a r y  i n r r e d s e b  i n  t he  f u t u r e ,  i n  o r d e r  t o  
a m i d  a  s e v e r e  d e : ~ r i o r a t i o n  o f  t h e  q u a l i t y  of t h e i r  p o r t f o l i o  and t h e  
a d e q u a t e  f i n a n c i a l  c o n t r o l  of t h e i r  f u n d s .  

Based on t h e  above,  t h e  Mutun les  w i l l  have t c ,  i n c r e a s e  t h e i r  n e t  i n t e r e s t  
e a r r i n g s  and t h e i r  ccm,aiss ions  i n  o r d e r  t o  be a b l e  t o  a b s o r b  t h e  e x p e c t e d  
h ig? ,e r  admini s:ra:ive C U ~ L  J of t t ~ e i r  oper .~ t iunc , ,  \i; ~ I I C , U L  :,howinj a l o s s  i n  t h e  
f u t u r e .  Ic 

A l t e r n a t i v e s  a v a i l a b l e :  

Given t h e  s t r o n g  market  c o ~ p e t i t i o n  f o r  s c a r c e  r e s 3 u r c e s  and thC exis t i r ig ;  
r e g u l a t i o n s  w i t h i n  which SKAF' c u r r e n t l y  o p e r a t e ,  t h e  a l t e r n a t i v e s  a v a i l a b l e  
f o r  t h e  Mutuales a r e  t h e  f o l l o w i n g :  

a )  Reducing c o s t  

1 )  I n c r e a s e  t h e  number and s i z e  of s a v i n g s  passbooks  t o  r e d u c e  t h e  
average c o s t .  Whi le  t h e  number and c o l o n  amounts o f  t h e  t o t a l  
" f r e e  s a v i n g s "  have grown i m p r e s s i v e l y  t h i s  g rowth  i n  u n l i k e l y  
t o  keep up w i t h  t h e  more i n t e n s e  c o m p e t i t i o n  e x i s t i n g  
c u r r e n t l y .  I n  r e a l  t e r m s ,  t h e  s a v i n g s  d e p o s i t s  have m a i n t a i n e d  
t h e i r  s h a r e  o f  t o t a l  l i a b i l i t i e s ,  bu t  have n o t  grown. However, 
even i f  t h e  t o t a l  g o a l  canno t  be a c h i e v e d ,  some i n c r e a s e  i n  
passbook a c c o : m t s  would p rov ide  s u b s t a n t i a l  b e n e f i t s  a n d  s t r o n g  
e f f o r t s  t o  t h i s  end  s h o u l d  c o n t i n u e .  

2 )  Lower t h e  c o s t  o f  b o r r o ~ i n g  f r o n  DEChP. T h i s  p o s s i b i l i t y .  
should be  c o n s i d e r e d ,  i f  t h e  l z t t e r  i s  a b l e  t o  a f f o r d  i t .  

3 )  Provide  new low c o s t  l o a n s  f o r  a  medium/long term p e r i o d .  

b )  I n c r e a s i n g  i n t e r e s t  r a t e s  o f  l o a n s  

This would however make l o a n s  more expens ive  tc, t k ,  l o w e r  i n c o n i  
g roups ,  p robab ly  s l o w i n g  down t h e  speed of s h e l t e r  c o n s t r u c t i o n .  
Payment of 22.5% p e a .  f o r  l o n g  term mortgages i s  a l r e a d y  s t r e t c h i n g  
t h e  payment c a p a c i t y  o f  some of t h e s e  s e c t o r s ,  a s  r e f l e c t e d  i c  
d e l i n q u e n t  l o a n s  and i n t e r e s t  a v e r a g e s .  

Hovevet, t h e  System s h o u l d  i n c r e a s e  i t s  e f f o r t s  t o  .expand i t s  i n v e s t m e n t s  
w i t h  i t s  own r e s o u r c e s  i n  h i g h e r  l o a n s  t o  f a m i l i e s  whose income i s  a b o v e  t h e  
median which,  i n  l i n e  w i t h  t h e  p r o c e d u r e  fo l lowed t o  c h a r g e  h i g h e r  i n t e r e s t  
r a t e s  on h i g h e r  l o a n s ,  c o u l d  r a i s e  t h e  average  r e c e i v e d  f o r  i n t e r e s t  and 
c o m i s s i o n s  . 



Tilir; e e c t i o n  r e f e r s  specifically t o  t h e  pos t  due s i t u a t i o n  of l o a n s  w i t h i n  
t he  A I L  Housing Program, 

As of June 30, 1986, t h e  S 6 L System r e p o r t s  t o t a l  HC-007 loan  . 
outstaridingh of $465.5 HM, of which 869 l o a n s  a r e  p a s t  due.  By amounts, t h i s  
re ; . resents  3 Z  o f  t o t a l  AID Loiln~ o u t s t a n d i n g s .  

S in<-  t he  H G  program i s  r e c e n t ,  t h i s  i s  a r e l a t i v e l y  h igh  r a t e  of p a s t  I 
dues ,  which could be t h e  r e s u l t  of s e v e r a l  f a c t o r s :  

1. Weak c r e d i t  a n a l y s i s  and approva l  p rocess  

2. Def i c i en t  c o l l e c t i o n  e f f o r t s / i n s u f f i c i e n t  ' c o l l e c t i o n  pe r sonne l  

3. Inadequate paymer,t capac i fy  of t h e  borrower 

4. D e t e r i o r a t i o n  i n  t h e  r e a l  income of t h e  borrowers .  

A more d e t a i l e d  s t udy  of t h e  S 6 Ls' c o n t r o l  systems arid t h e  borrower 's  
income i s  necessary  t o  p inpo in t  t h e  a r e a s  which may be c a u s i n g  such a  higl,  
del inquency.  It i s  suggested however, t h a t  t h e r e  may be omiss ions  i n  t h e  
e v a l u a t i o n  process  t h a t  c an  be c o n t r i b u t i n g  t o  t h e  problem: 

1. Closing c o s t s  may t e  t oo  high f o r  a  borrower t o  pay from s a v i n g s ,  
r e q u i r i n g  A i m  t o  borrow t h e  funds.  These might be f i nanced  a s  p a r t  
of t h e  l o a n ,  and l e g a l  f e e s  might be n e g o t i a b l e  by t h e  S 6 L s .  
Closing c o s t s  a r e  i n  t h e  range of 9X of t h e  l oan .  

L. ?he lower income b ~ r r o w c r  oeems t c  be q u a l i f i e d  on h i s  disposabLe 
income p r i o r  t o  bscoming a  homeowner, and t h e  i n s t a l l m e n t s  a r e  
scheduled t o  be no more than  30% of  d i s p o s a t l e  income, a t  t h e  time of . 
borrowing. 

3. There a r e  a d d i t i c -  --I expenses t h a t  a r e  i n c u r r e d  when t h e  borrower 
becomes a  h o e  . (Land and crn;r t a x e s ,  ua:er and swez;.:, 
garbage c o l l e c t i o i . ,  e t c . ) ,  which nay aean t h a t  t he  i n s t a l l w n t  i s  t o o  
l a r g e  a percen tage  of h i s  d i s p o s a b l e  income a f t e r  t h e  l o a n  i s  made. = 

The h ighes t  del inquency i s  r e g i s t e r e d  i n  typology 111, bo th  by number of  
l oans  and by amounts. This  would seem unusual s j n c e  i t  i s  presumed t h a t  t h e s e  
borrowers a r e  more capable  of  paying t h a n  thi. o t h e r  t y p o l o g i e s .  60% of  
de l i nquenc i e s  are  concen t r a t ed  i n  typology I11 and ,  w i t h  t h e  e x c e p t i o n  of  
Heredia ,  a l l  S 6 Ls show a worse p a s t  due s i t u a t i o n  i n  typology  I11 t h a n  i n  
t h e  o t h e r s .  

Puntarenas  and Guanacaste a r e  p a r t i c u l a r l y  n o t i c e a b l e  f o r  t h e i r  h igh  
del inquency i n  o l d e r  l o a n s ,  bu t  La Vivienda and Heredia a r e  f a s t  approaching  
l e v e l s  of p a s t  due t h a t  a r e  not  a c c e p t a b l e .  The c a s e  of t h e s e  two S 6 L s  i s  
m r c  s e r i o u s  bezacse the  l e v e l  of de l i ncucn ry  t h e y  hove reachcd  carinor hc 64 



j u t  i f i c d  f ron; a:.!. I t .  t c ! p i n ~  btnce  they a r c  l o c a t e d  i n  t t . , ~  a s i n  urbd-  ccntcrh  
of the  c o u n t r y ,  I , r e  t w o  of tihe f i r s t  S & L G ,  ~ L c .  U.. t l ~ c  o t \ , la r  ha:ld, 
Puntarcnns and G u r ~ , .  :~i:.te a r c  new and e r e  o p e r o ~ i n g  i n  nrcab ttra t tlrc dre;!ly 
d i ,  resscd  and ttr,: ; . GKLt a t  p r e s e n t  15 t r y i n g  t o  d e v c l o l  . 

t o t e l y ,  c e r t o i n  a c t . l v i t i e s  hove been u n d e r t a k e n  which ir :  t h e  f u t ~ ! r t .  could 
improve t h e  iricome o f  t h e  l o c a l  p o p u l a t i o n ,  F u r t h e r m o r e ,  both  p r o v i n c e s  a r e  
very e x t e n s i v e ,  a:ld w i t h  on urban s e c t o r  o n l y  s l i g f t l y  devcloped a n d  
d i s t r i b u t e d  amonp ma:,: smal l  towns and some c i t i e s  t h a t  , ~ u l d  be cons ide red  
f i e c u n ~ ~ r ] ;  urbar,  C L .  : t  : . h e  Puntarenas  S 6 L,  f u r t h e r r y r ~  , k . 3 ~  s ~ f f e r e l  frc:: 
a  s e r i o u s  e c o n o ~ i c  b luap  a f f e c t i n g  t h e  a r e a  due t o  t h e  clcrsedown of l a r g e  
banana c o ~ i p a n i e ~ ,  wirich i s  a  ve ry  s e r i o u s  problem a t  t h e  n a t i o n a l  l e v e l .  
T h i s ,  f o r  example ,  i s  t h e  c a s e  of t h e  s h a l l  c i t y  o f  G o l f i t o ,  which de2ends 
h e a v i l y  on banana p r o d u c t i o n .  The c l o s i n g  down of  t h e s e  e n t e r p r i s e s  has 
b r o u ~ h t  a t .ou t  an  m i d r a t i o n  from of G o l f i t o  and t h e  faxilies t h a t  hhve 
emigrated have  l e f t  t h e i r  s h e l t e r s  behind.  Something s i u i l a r ,  b u t  n o t  s o  
extreme and on a  s m a l l e r  s c a l e ,  has  happened i n  Guanacas te .  

h e  t o  t h e  hig:i nurcber of l o a n s  t h a t  a r e  d e l i n q u n :  and t h e  s t r o n g  
p h y s i c a l  e f f o r t  t h a t  i s  necessa ry  t o  c o n t a c t  and n e g o t i a t e  u i t h  U69 borrovr?rs 
( e s p e c i a l l y  g i v e n  widespread g e o g r a p h i c a l  d i s t r i b u t i o n ) ,  i t  i s  recommended 
t h a t  a  j o i n t  c o l l s c t i o n  e f f o r t  of t h e  S 6 L be s t u d i e d .  Given l i m i t e d  
pe r sonne l  of t h e  : b Ls, i t  i s  s u g g e s t e d  t h a t  a s p e c i a l  c o l l r c l t l o n  team 
r e p r e s e n t i n g  a l l  t h e  S  6 Ls might be  more e f f e c t i v e  i n  t h e  s h o r t  tl.r;. 

As a d d i t i o n a l  i n d i c a t o r s  of t h e  c o l l e c t i o n  problem t h a t  t h e  S 6 L System 
has  deve loped ,  t h s  i o l l o w i n ~  t a b l e s  show t h e  groi;:t! i n  L X ; - r ~ d : . c t i v t  a s z c t s  
r e p o r t e d  by t h e  S 6 Ls o v e r  t h e  1982 - 1985 p e r i o d .  

I n t e r e s t  Earned U n c o l l e c t e d  
of Saving and Loan A s s o c i a t i o n  

1982 - 1985 

Colones l 'housands 
1982 e M 1985 tt M Growth X 

Cartago 7 ,418  34,825 36 9 

Heredia 7,925 21,416 1;' 0  

Ala jue l a  9,651 23,502 14 3 

Pun t a r e n a  s 1 ,151 1 4 , 4 2 0  1,1.53 

Guanacaste 8  01. 1 0 , 0 2 3  1 , 1 4 3  

TOTAL 
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"Illis taS:e E ~ ~ W S  t h e  nmounto r e p o r t e d  by Lhi. SbLs of i n t c r ~  L earned  on: 
u n c o l l e c t c c : .  l r ,  1902, t h i e  amounted t o  C33 m i l l i o n ,  v e r s u s  t h t  $173 m l l l i o ~ l  
r e p o r t e d  I n  19b5. This  r e p r e s e n t s  a 4234 i n c r e a s e ,  w i t h  t h e  l a r g e s t  growtl 
n t t i c c i i r b l ~  i r .  Li: Vivienda,  Pun ta renos  and Cuanacabte .  

A consequcr:e t h a t  f o l l o w s  p a r a l l e l  t o  t h e  i n c r e a s e  i n  d e l i n q u e n c y ,  a s  a  
r e s u l t  of app ly ing  maximum c o l l e c t i o n  a c t i o n ,  t h a t  i s ,  f o r e c l o s i n g  on t h e  u 

mortgages  t o  t h e  p o i n t  of  a u c t i o n i n g  o f f  t h e  houses ,  i s  t h a t  t h e  S 6 Ls have 
r e p l a c e d  t h e  a s s e t  of d e l i n q u e n t  l o a n s  w i t h  a n  a s s e t  i n  r e a l  e s t a t e ,  which i s  
t h e  end r e s u l t  o i  a n  unpaid  mortgage l o a n .  Ttds means t h t r ,  on t h e  oCe hznd,  
t h e  S 6 Ls have rep laced  t h e i r  a s s e t s  p r o p e r l y ,  b u t  a s  r e g a r d s  l i q u i d i t y  o r  
c a s h  f l o w ,  t h i s  s i t u a t i o n  a f f e c t s  t h e i r  o p e r a t i o n s  and w i l l  c o n t i n u e  t o  a f f e c t  

i 
i t  u n t i l  they  can s e l l  such  r e a l  e s t a t e  on t h e  b a s i s  of g r a n t i n g  new l o a n s ,  
e t c .  The f o l l o v i n g  t a b l e  shows t h e  v a l u e  of t h e  p r o p e r t i e s  t h a t  have been 
a c q u i r e d  by t h e  5 6 Ls a s  r e s u l t  of nun-paynei,:, and a f t e r  t h e  cast? has been 
d e c i d e d  by t h e  c o u r t s .  

Repossesed P r o p e r t y  o f  S a v i n g s  6 Loa2s A s s o c i a t i o n  

Colones Thousands 

1982 e M 1935 e M Growth x 

Car tago  1 , 5 0 6  14 ,661  8 7 3  

La Vivienda 1 8  7 2 ,901 1 , 4 5 1  

Hered ia  983 1 ,294  

Ala j u e l a  2 ,868 21,261 6  41 

TOTAL 

A l l  of t h e  above l e a d  t o  t h e  conclusi;:. ; h a t  t h e r e  h a s  been a s t r o n g  
d e t e r i o r a t i o n  i n  t h e  q u a l i t y  o f  t h e  c r e d i t  p o r t f o l i o  and t h a t  i t  i s  n e c e s s a r y  
t o  c o r r e c t  t h i s  tendency a s  soon a s  p o s s i b l e .  The S 6 Ls i n  g e n e r a l  have 
i n c r e a s e d  t h e i r  e f f o r t s  t o  itriprove c o l l e c t i o : . :  2 x 1  have implemented v a r i o u s  
c o l l e c t i o n  procedures .  DECAP, i n  t u r n ,  h a s  beez  c o n s t a n t l y  i n s i s t i n g  on t h i s  
m a t t e r  and i n  1986 h e l d  two complete  s e m i n a r s  w i t h  t h e  f u l l  p a r t i c i p a t i o n  o f  
t h e  S 6 Ls,  of lawyers ,  of  e x p e r t s  i n  c o l l e c t i o n ,  e t c .  
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Ei rvcr~t~c: less ,  and i n  s p i t r *  of t t w s e  r e a l  and a p y r o l ) r l i l h  e f f o r t s ,  t h e  
d e l i n q u c n c j  s i t u a t i o n  c o r l t i n u e s  a n d  i n  soap cabeb ha6 i n c r c a s e d .  
Consequt*nt : : , enc h S 6 L a n d  t h e  Syhtem a s  a whcle shou ld  bc ornc i n c r e a ~ i n g l y  
aware  of thte s e r i o u s n e s s  o f  t h i s  problem t h a t  i s  hav ing  an i n c r e a s i n g  e f f e c t  
on t h e i r  f i n a n c j a l  o p e r a t i o n s .  

The u r e ,  by each  S 6 L,  of t h e  r e s o u r c e s  o r i g i r , a t i n g  i n  t h e  b a l a n c e  of 
$6 m i l l i o n  c f  t h e  program ehou ld  be c o n d i t i o n e d  on t h e i r  r e d u c i n g  d e l i n q u e n c y  
t o  a g i v t l . ,  r.<*.*el w i t h i n  a  spccific p e r i o d  of tiuic, 



Evalua t ion  o f  51.5-K-040 ... - $ 5  M i l l i o n  

A. Objec t l v e s  O f  'Ille P r o ~ r n r n  

The main o b j e c t l v e r ;  of t t r c .  program o re :  

1. To s t r e n g t h e n  t h e  S S N '  i n  C o s t i ~  i .  by p r o v i d i n g  low c o ~ t .  luedium 
term f u n d i n g  t h a t  would h e l p  t h e  S 6 LG r e c o v e r  from t h e  l o s s e ~ .  of 
p rev ious  years .  

2 .  To p r o v i d e  l o n g  term f u n d i n g  t o  t h e  S .. Ls t h a t  would e n a b l e  them t o  
c o n t i n u e  t o  f i n a n c e  s h e l t e r  s o l u t i o n ? ,  emphasiz ing homes f o r  Cos ta  
Ricans v i t h  incomrs l)c.lo\c t h e  rneilii, . ; a  . . l .  

These o b j e c t i v e s  a r e  s e t  f o r t h  i n  Implea len ta t ion  L e t t e r  No. 11 and t h e  
documents d e s c r i b e d  below. 

AID Loan 515-K-040 i s  p a r t  of an  A s s i s t a n c e  4:eement d a t e d  Dec. 1 3 ,  1982 ,  
s igned  between AID and t h e  C e n t r a l  Bank o f  Costa R ica ,  t o  promote f i n a n c i a l  
s t a b i l i z a t i o n  and economic r e c o v e r y .  As amended on August 29, 1983,  t h e  l o a n  
i s  t o  be d i s b u r s e d  t o  t h e  C e n t r a l  Bank, which i n  t u r n  w i l l  t r a n s f e r  t h e  

.p roceeds  i n  c o l o n e s  t o  t h e  DECAP f o r  t h e  purp j s t !  o f  on- lending t h e s e  t o  t h e  
S & Ls. The S 6 Ls a r e  r e q u i r e d  t o  a m o r t i z e  t h e  l o a n s  th rough  s a l e  o f  nev  o r  
e x i s t i n g  mortgages  t o  DECAP. The b e n e f i c i a r i e s  of t h e  mortgages  may i n c l u d e  
f a m i l i e s  w i t h  incomes above t h e  median,  p rov ided  such f i n a n c i n g  i s  r e l a t e d  t o  
programs o r  p r o j e c t s  i n  which n o t  l e s s  t h a n  . ; l x t y  p e r c e n t  of  t h e  mor tgages  o r  
l o a n s  a r e  f o r  f a m i l i e s  o f  below median income. Tie  S & Ls w i l l  c o m p l e t e  t h e  
s a l e  o f  mortgages t o  DECAP, t h e r e b y  r e p a y i n g  t h e  l o a n ,  w i t h i n  a p e r i o d  o f  f i v e  
y e a r s  from t h e  d a t e  o f  t h e  l o a n  d i s b u r s e m e n t .  P r i o r  t o  f i n a l  repayment  d a t e ,  
t h e  S b Ls w i l l  i n v e s t  t h e  f u n d s  i n  h i g h  y i e l d i n g  f i n a n c i a l  i n s t r u m e i l t s  f o r  a  
minimum p e r i o d  of one y e a r .  The S 6 Ls w i l l  pay an i n t e r e s t  o f  10% p.a.  o n  
t h e  o u t s t a n d i n g  b a l a n c e s ,  semi -annua l ly .  

B. Program Implementat ion 

Loan K-OkO was d i s b u r s e d  and t r a n s f e r r e d  t o  t h e  S & Ls on May 3, 1983. As 
shown i n  t h e  f o l l o w i n g  t a b l e ,  t h e r e  was a n  ad jus tment  t o  t h e  c o l o n  amounts 
a s s i g n e d  t o  each  S & L i n  F e b r u a r y  1986. Th i s  was b a s i c a l l y  t o  p r o v i d e  t h e  
two weakest  S & Ls, P u n t a r e n a s  and Guanacas:e, w i t h  t h e  meazs t o  improve t h e i r  
p r o f i t s .  KO r e d i s t r i b u t i o n  o f  t h e s e  amounts i s  c u r r e n t l y  expec ted .  



Ca r tago  58,000 
La Vivienda 38,000 
Heredia 2  6,009 
Alhjuela 33,005 
Puntarenas 10,OOC) 
Guanacoste 10,000 
Depto. H i p .  (DECAP 25,003 
mortgage dep t )  

TOTAL - 2 00,000 200,000 

These amounts have been invested by the  S 6 Ls i n  short- term ( l e s s  than 
one y e a r )  high y i e l d i h g  f i n a n c i a l  ins t ruments  a t  an above. average r a t e  of 
r e t u r n .  This i n f u s i o n  of c a p i t a l  has not  only s t rengthened  the  SNAP through 
inc reas td  p r o f i t s ,  but i t  have a l s o  helped t o  a t t r a c t  a d d i t i o n a l  sou rces  of 
funds, which has c o n t r i b u t e d  t o  the  S  6 Ls' a b i l i t y  t o  f i nance  a d d i t i o n a l  
housing u n i t s  from t h e i r  o m  resources.  

This  p o s i t i v e  impact i s  nos t  e a s i l y  seen through a  comparison of t h e  S & 
Ls growth i n  a s s e t s  and l i a b i l i t i e s ,  and the  e f f e c t  on o v e r a l l  p r o f i t a b i l i i y ,  
a s  descr ibed i n  t h e  next  s e c t i o n .  

F inancia l  S t r u c t u r e  of S  6 Ls 

The $5 Mi l l i on  loan ,  i n  co r . j ,~nc t ion  with the  $4 M i l l i o n  advance of HG loan  
515-HG-007, has provided t h e  S 6 L System with approximately e438 m i l l i o n ,  a t  
a  lower c o s t  and f o r  a longer  term than i s  a v a i l s b l e  i n  t h e  l o c a l  c a 2 i t a . l  
markets. This has  s u b s t a n t i a l l y  improved t h e  f i n a n c i a l  s t r u c t u r e  of t h e  
Mutuales. 

1. Growth i n  L i a b i l i t i e s  

As a d i r e c t  r e s u l t  of these  loans ,  the l i z : * - i t i e s  of t h e  5 5 Ls 
increased ,  but i n d i r e c t l y ,  they a l s o  c rea t ed  inc reased  publ ic  conf idence  i n  
SKAP, al lowing t h e  S 6 Ls t o  cap tu re  a d d i t i o n a l  funding throug!; r h c i r  
d i v e r s i f i e d  ope ra t ions .  

Between 1982 and 1985, AID l oans  r ep re sen t  about 30:; of t o t a l  
f i n a n c i a l  l i a b i l i t i e s ,  bu t  p a r t i c i p a t e d  i n  t h e  o v e r a l l  growth of  t h e  S 6 L s '  
funding sources.  The S  &L s inc reases  f i n a n c i a l  l i a b i l i t i e s  by C2,591 
m i l l i o n ,  o r  an average  189% growth between 1982 and 1985. 



In s u m a r y  t h e  A I D  programs have cant r l b u t e d  s u b s t a n t  i n 1  1 y  t o  t h e  
s t a b i l i z a t i o n  of t h e  S1I;AP a ~ ~ d  s t i a u l e t e d  k:r~ *,:I1 of  o t h e r  sourceb  of funds  
a v s i l a b l e  t o  i t .  A s  a r e s u l t  of t h l s  grow:t~ I:] b h o r t  t e rm re r ;ources ,  t h e  S b 
Ls tlr;vC bccn a b l e  t o  d e v o t e  a t  1 ras . t  a , . I  o f  them t o  i 1 : l i ; i i i n j  ho;:,c 
mortgages  f o r  medium and lower  i n c o z e  f a m i l i e s .  

2 .  Grovth i n  A s s ~ t s  - 
T o t a l  a s s e t s  grew 197; i r o ~  c l , 4 0 $  cillion t o  t 4 , 1 7 i  r z i l l i o n .  T I I ~  

s t r o n g e s t  growth was i n  s h o r t  term i n v e s t m e n t s  i n  t h e  l o c a l  s t o c k  exchange and 
o t h e r  p r i v a t e  s e c t o r s .  Inc luded  In  t h e  i n v e s t m e n t s  f i g u r e  a r e  t h e  proceeds  of 
t h e  K-040 l o a n ,  which c o n t r i b u t e s  t o  t h i s  l a r g e  i n c r e a s e .  

The s m a l l e s t  growth was i n  t h e  mortghge p o r t f o l i o ,  which i n c r e a s e d  
1 3 % ,  t o  C2,940 m i l l i o n .  Although t h i s  f i 'ure  i s  n o t  i m p r e s s i v e  r e l a t i v e  tc; 

t h e  i n f l a t i o n  r a t e  o v e r  t t ie  p e r i o d ,  i t  does  show t h a t  t h e  S 6 L6 have 
i n c r e a s e d  l o a n s  f o r  s h e l t e r  by E1,710 m i l l i > n .  The HG 007 program accounted 
f o r  a b o u t  one t h i r d  of t h i s  amount. 

In  a d d i t i o n  t o  s t r e n g t h e n i n g  t h e  S 6 L System,  t h e  A I D  programs have 
provided s t a b i l i t y  and encouraged growth t h a t  h a s  a l l o v s d  t h =  S 6 Ls t o  
c o n ~ i n u e  t o  s e r v i c e  t h e  hous ing  needs  of t h e  c o u n t r y  w i t h  t h e i r  o m  r e s o u r c e s .  

NUMBER OF LOASS PRODL'CED BY SXAP SYSTE?l 

Number o f  Loans S a b e r  o f  Loans T o t a l  Loans 
f i n a n c e d  by f i n a n c e d  by produced 

S 6 Ls r e s o u r c e s  A I D  Program 
Car tago  839 8 5 7  1 ,696  
La Vivienda 1 , 1 0 8  386 1 ,494 
Heredia  4 01 257 658 
Ala j u e l a  66 5 22 7 91 2 
Pun ta renas  1 8 1  3  6 7 548 
Guanacas:e 14 6  25 3  39 9  
DECAP Mort. Dept. 296 4  07 703 
TOTAL 3 , 6 5 6  2 x 4  6 ,410  

Amount i n  Colones 
( M i l l i o n s )  1,593M 

Average S i z e  of Loan 
a )  i n  c o l o n e s  thousands  436Y 
b) e q u i v a l e n t  i n  d o l -  

l a r s  a t  t 6 0 .  7,266.00 
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r i i r  I I I i f  : I 1 i a b i . l i t i e b  of each sr ; ,drdtc  
S6L,  i t  s h o u l d  be n o t e d  t h a t  P u n t a r e n a s  and  ( ;uenacas te  c o n t i n u e  t o  shov  v e r y  
un~:ab :e  bc! lav ior .  0x1 t h e  o t l ~ e r  end  o f  t h e  s c a l e ,  Is V i v i z n d a  p e r 6 i s t e n t l y  
r e g i s t e r s  c h a n g e s  t h d t  a r e  i n c o m i s t e n t  w i t h  t h e  a v e r a g e .  It mgy b e  a d v i s a b l e  
t ~ '  , ~ ~ r f l ~ r c ,  a n  i n  d i ; ' r ! ~  a n a l y t t 1 5  o f  t h l  1a::er t o  e n s u r e  t h a t  t h e  l a r g e  g r o ~ t h  
i t  sho\.'6 i s  sound i n  t h e  l o n g  t e r m .  The e f f e c t s  o f  t h e  c r i s l s  i n  any  m e  S b L  
m i g h t  d e t r i m e n t a l l y  a f f e c t  p ~ b l i c  c o n f i d e r i c e  i n  t h e  o t h e r s  t h a t  c o u l d  r e s u l t  
i n  a  w i t h d r a w a l  o f  f u n d s  f rom t h e  S U P .  It i s  a l s o  s u g g e s t e d  t h a t  IIECAP 
perforffi  a n  i n  d e p t h  a n a l y s i s  o f  e a c h  S 6 L on  a q u a r t e r l y  b a s i s .  T k i s  c o u l d  
be done  t h r o u g h  t h e  c o n t r o l  u n i t  t h z t  w i l l  be f i n a n c e d  by t h e  tec ' r , - i ca l  
a s s i s t a n c e  g r a n t  t o  e n s u r e  d e t e c t i o n  o f  p o s s i b l e  p r o b l e m s  a t  a n  e a r l y  s t a d z .  

3. Improved p r o f i t s  

The K-040 l o a n  h a s  c o n t r i b u t e d  t o  t h e  p r o f i t a b i l i t y  o f  t h e  ShAP. T i e  
S 6 Ls a r e  e a r n i n g  t h e  d i f f e r e n c e  be tween  t h e  10% c o s t  o f  t h e  l o a n ,  and t h e  
21.9% a v e r a g e  t h e y  c a n  e a r n  by  i n v e s t i n g  t h e s e  f u n d s  i n  l o c a l  s e c u r i t i e s .  Tne 
K-040 l o a n  h a s  t h e r e f o r e  e a r n e d  t h e  S 6 1s a p p r o x i m a t e l y  e 2 2  m i l l i o n  p e r  y e a r ,  
and  a r e  a  m a j o r  component o f  t h e  n e t  p r o f i t  i n  t h e  p e r i o d .  The S 6 Ls 
r e p o r t e d  a n e t  p r o f i t  o f  C39 m i l l i o n  i n  1985 .  

It s p i t s  o f  DECAP's a t t e m p t s  t o  r e g u l a t e  t h e  t y p e  of  f i r z : . c i a l  
i n s t r u m e n t s  t h a t  t h e  S & Ls c a n  i n v e s t  i n ,  i t  d o e s  n o t  h a v e  t h e  l e g a l  a b ~ i l i t y  
t o  e f f e c t i v e l y  m o n i t o r  them. It i s  assumed t h a t  a m a j o r  p o r t i o n  o f  t h e  l o a n s  
a r e  i n v e s t e d  i n  s h o r t  t e r m ,  h i g h  y i e l d i n g  s e c u r i t i e s  t r a d e d  o n  t h e  s t o c k  
e x c h a n g e ,  and  t h a t  d i f f e r e n c e s  i n  e a r n i n g s  among t h e  S 6 Ls a r e  due t o  
g e o g r a p h i c a l  l o c a t i o n  and  a c c e s s  t o  t h e  s t o c k  e x c h a n g e ,  a s  w e l l  iis t o  
d i f f e r e n t  q u a l i t i e s  o f  manal;er;e:,:. Some u n u s u a l  r e s u l t s  a r e  p r o b a b l y  c d e  t o  
d i f f e r e n t  a c c o u n t i n g  p r a c t i c e s ,  which  s h o u l d  b e  s t a n d ~ r d i z e d .  

No a n a l y s i s  o f  t h e  c o s t  of managing  t h e s e  r i s : ~ : : e s  h a s  b e e n  made. I: i s  , 
assumed t h a t  i t  i s  n o t  a m e a n i n g f u l  amount a s  a  F e r c e n t a g e  o f  t h e  o v i r a l l  
a d z i n i s t r a t i v e  e x p e n s e s  o f  e a c h  i n s t i t u 2 i o c .  

S i n c e  t h e  c o n v e r s i o n  p e r i o d  e n d s  i n  Mzy 1 9 8 8 ,  i t  i s  e x p e c t e d  t h a t  *:- L. ..= 
S 6 Ls w i l l  b e  a b l e  t o  meet  t h e  d e a d l i n e .  C l o s e r  s u p e r v i s i o n  o f  P u r t a r e n a s  
and  G u a n a c a s t e  a n d  s p e c i f i c  a t t e n t i o n  t o  V i v i e n d a  i s  recommended t c  i x u r e  
t h e  g o a l  i s  met, o r  t h a t  t h e  a l l o c a t i o n s  a r e  r e - a s s i g n e d  o n  t i m e .  

D. Repayment o f  Loan t h r o u g h  S a l e  o f  Mor tgages  t o  DECAP 

I n  F e b r u a r y  1 9 8 6  o n l y  C a r t a g o  had s o l d  m o r t g a g e s  t o  DECAP f o r  C35 
m i l l i o n .  By J u n e  30, 1986, P u n t a r e n a s  and t h e  M o r t g a g e  Depa r tmen t  o f  a a n c o  
C r g d i t o  Q r i c o l a  d e  C a r t a g o  had b r o u g h t  t h e  t o t a l  s a l e s  t o  C60 m i l l i o n .  



A s  of  Srlpteml~c*r 3 ,  1)I;CAP repor ted  1 t h i J  r v c e i v c d  and w,J<, rc2v;l ( * w i n e  64  1 
a i l l i o n  i n  loor  r e q u c s t h  !rum Hercdic~,  h l a j ~ ~ ,  .J and Gunrri~cabtc. As!,unin,; n l l  
the  l a t t e r  l oans  qui i l f fy ,  t h e  S 6 Ls w i l l  hnvc converted 68% of the l oans  i n t o  
mdrtgageb. 

The so l e  exce;)tior, t : ,  the a b o v e  i t ;  L-1 ' \ .  ,. . c * : ~ d a ,  w!:lc/~ i13ii rlcjl pr~ : : . e r l t ed  
a n y  mortgagps f o r  s a l e  t o  DECAP. La Vivienda i n d i c a t e s  i t  expec t s  t o  complete 
the s a l e  of mortgages t o  D E C k "  wi th in  s i x  m ~ n t h s ,  and w i l l  b e  s u b n i t t i n &  
s h o r t l y  El6 m i l l i o n .  Puntarenas and Guanacaste e s t i r  3te i t  w i l l  take  then a  
longer tin;? becausr they h;?ve t o  gencra:tl nti- . loans ,  i .6 :  s h - _ r u l d  meet the f i n a l  
d t : e  01 Z a r c h  1968. 

E. Role of DECAP 

In i t s  r o l e  'as supe rv i so r  of the  SNA!!, TiL3;..P has defined f o r  t h e  S 6 Ls 
the terms of borrowing, t he  procedures f o r  handl ing funds,  and t h e  r equ i r e -  
ments t ha t  must be f u l l f i l l e d  by t h e  loar,s t h a t  a r e  discuunr.ed w i t h  DECAP. 
The fol lowing s e c t i o n s  d e s c r i b e  these  o p e r a t 4 n g  frameworks. 

1)  Borrowing Terms 

a )  In accordance w i t h  t h e  promissory no te  signed May 5, 1983, t h e  Banco 
de Cr&di to  Agr lco la ,  a s  DECAP, promises t o  pay the  Cen t r a l  Bank of 
Costa Rica the  amo 7 t  of ~200,000,00i j .00  a s  follows: 

1. 6 yea r s  of grace ;  f i r s t  i n s t a l l m e n t  t o  be due 5-112 y e a r s  a f t e r  
t he  f i r s t  i n t e r e s t  paymen: i s  made. A t o t a l  o i  29 payments 
every s i x  months w i l l  be mede: 

a  > 10 i n s t a l l m e n t s  of $4,950,000 each 
b  ) 10 i n s t a l l m e n t s  of $5,950,000 each 
c  > 9 i n s t a l l m e n t s  bi tS,000,000 each 

? -. I n t e r e s t  of 5;' p.a.  w i l l  be 2 z i d  a t  t h s  end of each s e c e s t e r .  

D E C A P  r e p o r t s  i t  i s  c u r r e n t  on i n t e r e s t  payments t o  d a t e .  

b )  I n  accordance wi th  t h e  Program's aims,  DECAP i n  t u r n  s igned a  
con t r ac t  w i t h  each S 6 L,  on o r  about the same d a t e ,  which 
incorpora ted  the  fol lowing major t e r a s  and condit ions:  



I n  t h e  event t h a t  an S 6 1, d o e s  not p r t l v i d e  evidence t h a t  i t  
9 

w i i l  he a b l e  t o  coaply w l t h  t he  foreseer1 use of f u n d s ,  DECAP 
car1 re-asslzn t h e  furlds and the  S 6 L g i l l  be reques ted  t o  
p r e p ~ l y  the unascd p ~ r t  ion.;.  

The S 6 Ls w i l l  have t o  amor t ize  t he  mortgage loans  t r a n s f e r r e d  
t o  DECAP i n  29 equal  i n s t a l l m e n t s  every s i x  months. 'Ihe f i r s t  
i n r t a l l a e n t  i s  due 5-1/2 yea r s  a f t e r  the f i r s t  i n t e r e s t  payment 
i s  made. 

The S 6 Ls w i l l  ?ay a  10k p.a. i n t e r e s t  r a t e  every s i x  months. 

7he S 6 Ls agree  t o  main ta in  adequate loan and investment  
records  and c o n t r o l s .  

The S ii Ls agree t h a t  a l l  i n t e r e s t  earned on inves tments  w i l l  
be re- invested t o  ensure  adequate  r e t u r n s  on both p r i n c i ? a l  and 
i n t e r e s t .  

The S 6 Ls agree  t h a t  DECAP can e s t a b l i s h  i n s p e c t i o n  
requirements a c i  t h a t  both A I D  and DECAP can examine d o c u n ~ n t s  
and housing c o ? : ~ : r ~ : t i o n  q u a l i t y ,  a s  r e ~ u i r e d .  

The S 6 L6 w i l l  pay a 1% l a t e  f e e  i n  the  event  o f  de l ays  of 
payment of i n t e r e s t  o r  p r i n c i p a l .  

). 

To d a t e ,  t h e  DEC.4P r e p o r t s  t h a t  the 5 & Ls a r e  up t o  l a c e  on 
t h e i r  i f i t e r e s t  pa>=e;lts. Principu! : - . r . t s  a r e  2 s :  d:.. .::.ti: 
1988. p 

Tne S 6 Ls  agree  t o  provide DECAP v l t i .  ;l ae;. Er3rtga6e lc~ar., ir. 
t he  event t h a t  those  p rev ious ly  t ra i i s fe r red  t o  DECAF a r e  
del inquent  more than 90 days ,  w i th in  the  next month. 

2 )  DECAP: Regulat ions f o r  l oans  t o  q u a l i f y  under  A I D  program 515-K-040. 

a )  Purpose of loan: t o  f inance  mortgage loans  t o  f a m i l i e s  whose i n c o ~ e s  
a r e  a t  o r  below t h i  median income l e v e l .  



c 1 Q ~ a l  i f  l c a t  i o n  of bc~rrower: f amflb * : I  ouw c a r ~ n o t  exceed the median 
i n c o m ~  l eve l  and the  lnstdllment r ' i nr cres t  and pr in t+i  pel  cannot 
exceed 352 of  ther  fncoae,  e x c p p t  r t 7 pro)er . t s  can b e  finailced when 
a t  l e a % [  60 ' ,  of  t h .  h ~ l v c r - s  a r t  a !  - OL ~ n r , !  A:) I ncot.,c , 

d )  Appraised v ~ l u e  of h ~ ) u s j n g  u::!: ( i , t r l r l  and b u i l d i n g )  cannot h e  j n  

excess  of v11at a  ffic*dlcan income L)or~ovt  r c a n  a f f o r d ,  ca l cu la t ed  a t  20 
y e a r s ,  a t  the  o n y v l n g  i n t e r e s t  r a t e ,  6 7 d  the  rnax:tr.uc 1151 i n s t a l  lrnrl.r,t 
l i m i t  i nd icd t rd  d b v ~ c .  

e )  Loan amounts may not exceed 902 of appraised v a l u e ,  a s  approved by he 
S 6 Ls' a p p r a i s e r s .  

f )  I n t e r e s t  r a t e s  a r e  a d j u s t a b l e  e v e r j  5 c..-.tiis, a s  e s t a b l i s h e d  b y  IJLCAP. 

g )  Loans can be f o r  a  maximum of up t o  2ci y e a r s  and i n  a l l  cases  roust 
provide  a  f i r s t  mortgage on t h e  F r .  . e r ; ? .  

h)  Borrowers agree  t o  o b t a i n  f i r e  insurance on t h e  property and t o  
provide a l l  necessary informat ion .  

i )  The S 6 Ls agree t o  adequately superv ise  a n d  c o n t r o l  work i n  p rocess ,  
t o  ensure the u n i t s  a r e  completed on t ime,  and t h a t  the f i r s t  
payments a r e  scheduled t o  co inc ide  with t h e  f i n a l  d e l i v e r y  of the  
u n i t .  

j) T1.e S 6 Ls agree t o  maintain a d e q u k : ~  r sco rds  i n  o r d c r  t o  comply w i t h  
t he  above requirements and t h e  Frsgra=, e s p e c i a l l y  with regards t o  
t he  accuracy of appra ised  va lues  and  t o  t he  household income. 

In a d d i t i o n  t o  t he  above, DECAP has sought t o  implement s p e c i f i c  con:.!ol 
accounts  t h ~ t  would enable DECAP t o  monitcr  the e f f e c t i v e  use  of f m d s .  

Fron: t n i s  ove rv i ev ,  i t  seezs  t h a t  e x i s t i n g  D%C.Q s t a f f  i s  i n s u f f i c i e n t  t o  
be a b l e  t o  e f f e c t i v e l y  r e v i e v  and c o n t r o l  the S 6 L s '  use of funds i n  d e t a i l ,  
a l though i t  does seem t o  review t h e  home mortgage loans  more c a r e f u l l y .  

The l i s t  ~f loans t h a t  have been t r a n s f e r r e d  t o  D E C M  i n d i c a t e  t h a t  
bor rovers '  incoces range from $1,900.00 per month t o  C20,500.00 per month 
( ~ ~ $ 3 2 . 0 0  pe r  month t o  ~ ~ $ 3 4 1  . O O  per  month). 



T I I ~  mirjor yon1 fi of l o a : ~  K-040 IIAL t *  bet11 mct.. F i  rc;t I t  he& p r u v l d e d  t hv -- ' 
S b wl t i 1  mr.c!luni t v r c . ,  low ( : f u r ) d ~  t h a t  thavt! L n ~ f e ~ ~ e d  t h ~  SKAP'EI 
p r o f i t s .  !icconrl, i t has  he lped  s t n t l i  l l z o  t h e  Syoten!  w i t h  8 r e l i a l l t .  s o u r r e  of 
f u n d s  t h a t  ha6  i r r c r e a h c d  t h e  a p e r r l t  I n &  volume f r o n  l o c a l  p r i v a t e  s o u r c e s .  
l h i r d  i t  h a s  p r o v i d e d  t h e  c o u n t r }  w i t h  f o r e i g n  exchange end  r e l i e v e d  t h e  --' 
G c v e r m e n t  from e n  imprridlng ba i  1-ou', of t h e  SNAP, F o u r t h ,  i t  i o  p r o v i d i n g  
f u n d i n g  f o r  lo.*. i ncome  s t t e l t e r  s o l u t  l o n ~  t h r o u g h  DECAI'.  

' h e  need  f o r  s u s t a i n e d  f u n d i n g  of t h i s  t y p e  c a n n o t  be o v e r e m p h a s i z e d .  It 
i s  e s p e c i a l l y  ntrcessiary f o r  t h e  more t r o i ~ h l e r l  S 6 LO s u c h  a s  P u n t a r e n a s  a n d  
G u e n a c a s t e .  I t  \la6 low c o s t  i n t e r e s t  r n t e s  dnd l o w  o v e r h e a d .  

Besides  p r o v i d i n g  t h e  S!;XF v i t h  b e t t e r  p r o f i t  m a r g i n s  wh ich  h e l p  t o  a b h b r b  
b o t h  t h e  more e x p e n s i v e  HG-097 f u n d s  and  a d m i n i s t r a t i v e  e x p e n s e s ,  i t  seems t o  
e n c o u r a g e  c o n f i d e n c e  i n  t h e  SNAP s y s t e m ,  t h e r e b y  a l l o w i n g  t h e  S 6 La r,o 
o p e r h t e  i n  t h e  s t o c k  marue t  u s i n g  i t  a s  e s o u r c e  t o  r la rn  p r o f i t s  and  t o  
p r o v i d e  l i q u i d i t y .  

C o n s i d e r a t i o n  o f  a d d i t i o n a l  o r  c o n t i n u i n g  f u n d i n g  o f  t h i s  n a t l ~ r e  s h o u l d  be 
matched  v i t h  i m p r o v e d  s u p c r v i s i s n  o f  t h e  S 6 Ls f i n a n c i a l  c o n d i t i o n  and t h e i r  
p l a c e m e n t s  i n  t h e  s t o c k  marke t .  A p a r t  time c o n s u l t a n t  on L o t h  s t o c k  m ~ r k e t  
r e g u l a t i o n s  a n d  w i t h  e x p e r i e n c e  o f  " T r e a s u r y "  f u n c t i o n s  n2y  b e  r e w a r d r n g .  

T h i s  f u n c t i o n  c o u l d  be a s s i g n e d  t o  DCCAP's new c o n t r o l  u n i t  o r  t o  t h e  
r e c e n t l y  f o n e d  F e d e r o t i c r .  o f  S 6 Ls t h r o u g h  a d ? i t i o n a l  s c I ~ a r ' s  01 s t o z k  
exchange  r i s k s  and  r e g u l a t i o n s .  T h i s  m i g h t  h a v e  t h e  a C v a n t a g L  of  p r o v i d i n g  
h i g h e r  vo lumes  a n d  b e t t e r  a v e r a g e  y i e l d s  t o  a l l  S 6 Ls, r e g a r d l e s s  o f  
g e o g r a p h i c a l  l o c a t i o n  o r  t r a d i n g  e x p e r t i s e  o f  e a c h  i n d i v i d u a l  S 6 L .  

I t  i s  e x p e c t e d  t h a t  t h e  progran: w i l l  c o n t i n u e  t o  meet  i t s  main  o b j e c t i v e s  
a;..: t h a t  i t  w i l l  b e  c o n c l u d e d  or. ti,.; i f  e f f e c t i v e  s u p e r v i s i o n  of t h e  S G Ls 
i s  pe r fo rmed .  



4 .  F i n a n c l n l  ~ l a n n i n g / O r ~ ; a : : l  z a t i o n  M, ina~rv . t  r ,  t . J.n o r d ~ r  t o  i m p r o v e  
long range p l a n n i n g  of t h e  S6Ls'  fin:^:,, 1-11 cond l  t i o n ,  o computer  
model was t o  be desii;r,ed a n d  1 J t h r o u ~ h  DECkI. TI L 

compute1 model o r  program wag des igned and f o l l o w - o n  t r a i n i n g  
iserr,f n a r s  were conduc ted  by c o i l s u l ' a n t  Pedro  Lasa .  Subseque. , t  
f i n a n c i a l  a n a l y s e s  u s i n g  v a r i o u s  i r l J i c c s  a r e  b e i n g  done by DECAP 
and t h e  S61as,  and hove  s e r v e d  t o  s t a i ~ c a r d i z e  t h e  i n f o r n . ~ ~  I:,:' 

t h a t  t h e  SKAP u s e s .  Tr~e rr.ldel has  p r o v i d c l  a good f o m a t  f ~ , r  
a n a l y s i s ,  b u t  u n t i l  a l l  t h e  S6Ls  app ly  t h e  same a c c 3 t ~ r r t i n g  
t e c h n i q u e s  and c o n c e p t s  and bo th  DECAP and t h e  S i b  use t h e  
f i n a n c i a l  i n d i c a t o r s  a s  an a n a l y s i s  a n d  c o n t r o l  measure ,  i t s  
u s e f u l n e s s  a s  a  p l a n n i n ~  t o o l  w i l l  be 1 ; ~ i : e d .  

Messrs.  Pedro Lasa  and F l a v i o  Labat'ca a l s o  performed a s u r v e y  on 
t h e  o r g a n i z a t i o n a l  s t r u c t . u r c  and s t a f f i n g  of t h e  S6Ls.  In e d d i -  
t i o n ,  Mr. Mario G l e a n o  made a n  i n  de;)tt, s t u d y  of P u n t a r e n a s  and 
Guanacasre.  The c o n s u l t a n t s  wro te  r e p o r t s  making r e c o m e n d a -  
t i o n s  r e g a r d i n g  t h e  development of p o l i c i e s ,  i n - e r n a l  proce-  
d u r e s ,  o r g a n i z a t i o n a l  needs ,  t r a i n i n g  needs ,  e t c .  

From t h e  comments of soze  o f  t h e  S6Ls t  wouid a p p e a r  t h a t  w i ~ n  
t h e  a n a l y s e s  and repo.;.ts t h a t  have a l r e a l ;  h : :n  done ,  t h e  nex t  
s t e p  i s  t o  d e v e l o p  a  long  range  p len  t o  i.m:.x.!.a:ilent t h e  recommen- 
d a t i o n s  t h r o u g h  a  u n i t  i n  DECAP t h a t  c a n  p r o v i d e  c o n t i n u o u s  
gu idz2ce  and p a r t i c i p a t e  i n  t h e  e x e c u t i c r ,  * :~ f  t h e  recoz:.endations. 

A n a l y s i s  of  DECAP R e g u l a t i o n s  a f f e c t i n g  S&Ls .  An a n a l y s i s  o f  
hor; ; : l i c i e s  a r c  form:i la ted ,  channeled a x l  a p p l i e d  by t h e  S&Ls 
and n c a z s  t o  improve t h e  adequacy o i  t h e  r e g u l a t i o n s  was prepar -  
ed by Pedro Lasa i n  1985. DECAP L n i t i a t e d  some a c t i o n s  t o  i n -  
F r c i ' t  I t s  p r c c e d u r e s  ar.2 t o  p reocr  s;!' i t s e l f  n o r e  s2 w i t h  t h e  
for-, anc su5s t t ince  of i t s  r u l e s  an2 guleelines. C g c 2 l e t i o n  of 
t h i s  work h a s  been postponed u n t i l  t h e  new law c r e a t i n g  a  new I 

m r t g s g c  bank i s  r e a s o n a b l y  o r g a n i z e d  and f u n c t i o n i n g .  



Annex X I  I 

0 Ihi: .I P r ~ ~ c v h t ~ l n ~ .  l t , . , , t  6 w e r e  con t rnc ta r l  t.o t;tutly the  n c . :  t ! \  

A ' I I  t ( ~  ~ o r k  O I I  t h e  d c l h ~ r . , ~  und o p p l ~ c e t l o n  of o con,jruter  s y ~ t t . ; .  
fc,r thc S b l , ~ ,  7'tils p r *  had h e n  filowcd down by t h e  d i f f e r -  
ence i n  yc!rcc?lved netd:. of each Mutual ,  but  the j .  hove f i n n l i )  
afrclctl O I I  s com;wtcr tlrl. I ) : I I  nrid hardware t h d t  w i l  J bil appl i c a t , l e  
t o  S M P ,  i n s t e a d  of t o  ~ ~ r d l v l d u a l  needs.  It  i b  s t i l l  necel ;s .~r ,  
t o  determine i f  t h e  h a r d h n r e  can be purchased w i t h i n  t h e  e x i s t -  
in ;  b u d d e t s ,  o r  i f  f i n n ~ l c i r , ~ ,  w i l l  be needed.  

7 .  T r a i n i n g .  S e v e r a l  a re~ i1 -  o f  concern have been i d e n t i f i e d ,  f c r  
t r a i n i n g  in-coun:ry and abroad .  These have i n c l u d e d  seminar5  
f o r  employees  and s o u g h t  t o  invo lve  p o l i c y  mskerti of t h e  SirLs 
( t h e  Board of D i r e c t o r s  l e v e l )  I n  c r d e r  t o  p r o v i d e  a bett .er  
uc,:ers:anc!ing c/ f  t r l e  S L L s ,  

B .  Techn ica l  A s s i s t a n c e  C o n t r a c t e d  by DECAP and P r o g r e s s  of t h e  Repor t  

DECAP c o o r d i r i a t e s  w i t h  t h t  ZLL: acci s u p e r v i s e s  t h e  p r o c e s s  wherebj. 
t r a i n i n g  c o u r s e s  a r e  s e l e c t e d  and l o c a l  c o n s u l t a n t s  a r e  h i r e d .  It 
f o l l o w s  up o n  a r e a s  of i n t e r e s t  t o  t h e  S6Ls and c o n t r i b u t e s  t o  t h e  
s t r u c t u r i n g  o f  t h e  s e m i n a r s  and d e s c r i p t i o n  of t h e  t e rms  of r e f e r e n c e  
f o r  t h e  l o c a l  c o n s u l t a n t s .  

DECA? a l s o  r e v i e w s  t h e  q u a l i f i c a t i o n s  of  a t t e n d a n t s  t o  t h e  scheduled 
s e u i n a r s ,  t o  e n s u r e  t h a t  t h e  l e v e l  and c o n t e n t s  o f  t h e  c o u r s e s  a r e  
a ; ; r s ; r i a t e  f o r  t h e  c a n d i d a t e s  and t h e i r  p o s i t i o n  w i t h i n  t h e  S65s. 

There i s  some e v i d e n c e  t h a t  t h e  slow advance of t h e  computer  progran: 
i s  due t o  t h e  l a c k  o f  ag reement  among t h e  S&Ls. I n  t h e  s p e c i f i c  c a s e  
of implementing a computer sys te r r ,  d i s c u s s i o n s  w i t h  t h e  SBLs were 
i n i t i a t e d  i n  August ,  198L. The b i d s  were reviewed i n  November 1985, 
and i n  June 1986 a c h o i c e  va5 made, i n i t i a t i n g  p r o c e d u r e s  t o  i n p l e -  
ment t h e  c o n t r a c t .  

The r o l l o w i n g  l i s t  i n e i c z r t  s t he  Technical  A s s i s t a n c e  t h a t  has  beer. 
performed, a s  w e l l  as  a d d i t i o n a l  a c t i v i t i e s  t h a t  a r e  b e i n g  c o n s i d e r e d .  



Annex 11 I 

 date^ Work I k  r f  ormcld 
S t a r t  E;rl d 

Mr. F l av io  L a k r c a  

Analysis  of Computer Keeds 14,111 .Or3 
Mr. Rod9lfo G l v u  b 
R o n a l d  Monge 

F i n a n c i a l  Analysis  of SbLs 2,140.00 
Pedro Lasa 

Evalua t ion  of D E C U  
Pedro Lasa 

Adminis t ra t ive  k . ~ l y s i s  8,062.00 
and recommendations f o r  
Puntarenas 6 Guanacaste,  
Mr. Mario Galeano. 

T r a n s l a t i o n  of U.S. SLL 
Technical  A r t i c l e s  
Mr. Edgar Heymans. 

Analys is  and Rccomendat ions 
t o  the SdLs (co lones)  128,077.90 

Seminar on Property 
Appra i sa l s  119,000. 00 

S e ~ i n a r  on In t roduc t ion  5,893.36 
of PC Conputer Lses  

Observat ion Tr ip  t o  Honduras, 3,580.43 
re:  c o n s t r u c t i o n  of 
p rog res s ive  s h e l t e r  s o l u t i o n s  
f o r  l o=  income l e v e l s .  

Seminar on F inanc ia l  5,808.94 
Administi 'ation i n  Panamb. 

TOTAL . 143,360.63 



1tez.r til:it a r e  r epo r t ed  t o  be i i r  p r u c e s s  

1. Evs lua t ion  of HG-007, K-04 and 1 8 8 ,  
(2. E l i 6 c c r  FernQndez and E lena  
Wachong ) 

2 .  Msrket Ana lys i s  of  Hame Lnprovement Loans 
( B o l i v i a :  Hr. Eduardo F r i a s )  

3. Design of Computer P r o c e s s i n g  Systems 
f o r  S 6 L s .  

4. Establ ishment  o f  Permanent  T r a i n i n g  6 
Control  Department i n  DECAP - P r e p a r a t i o n  
of Bas ic  T r a i n i n g  Courses .  
(Hr. J o r g e  H: -'*Qndez) 

a )  O r g a n i z a t i o n  and Proposed E x e c u t i v e  
Manageeent Seroinar 

b )  Study of Laws 6 R e g u l a t i o n s ,  
r e l a t e d  t o  C e n t r a l  Mortgage 
Bank, and S6Ls.  

Budge t US $ 

TOTAL 



S e a i n ~ r  on a p p r a i s a l  of gua ran tees  

Intrc.).!.~,.tion t o  computers 

A r , d . . : , ; ~  o f  COlIiFlUter needs i n  S L A P  Ing. Hudo l fo  Calvo  b In&. R o n a l d  Mon je  
(Ke5ues:ed by DECAP on Dec. 5, 1986) 

se-: , , , , , , , ; r  .. - on  pas t  due o b l i g a t i o n s .  Dr. Alfred0 T a ; ~ i a  (Requtsted by D E C W  
M ~ r c i ,  19hr). 

Seminar t o  in t roduce  Mutuales t o  marketing techniques :o i n c r e a s e  sav ings .  
(Requested by DECAP, Apr i l  1, 1986).  

Secir.ar u:i eva lua t ion  of c o n s t r u c t i o n  pro jects(Requested by DECAP, March 
21, 1986) 

Se- r.ar f o r  D i r e c t o r s  of S6Ls; Administrat ion ant Managerial  Leadership 
(Requested Hay 5, 1986) 

Formation of DECAP Control  Unit .  (Requested by DECAP August 9, 1985) 

Seminar on accour t ing  and admin i s t r a t i on  f o r  middle l e v e l  personnel  of 
Mutuales t o  inc lude  process ing  sav ings ,  loans and c o l l e c t i o n s .  

Expectec! Resul t s  and Recornendations 

Extension of PACD from November 2, 1986 t o  Novex5e: 2 ,  1987 

I: i s  recomenced t h a t  t h i s  d a t e  should be extended f o r  18-24 month:. 
This i s  suggested f o r  s e v e r a l  reasons: 

Tne SGSs ope ra t e  i n  d i f  fererr t  geogra?hical  l o c a t i o n s  and ~ a r k e ~ s .  
Tnere iore ,  i t  t a k e s  a  long time f o r  then: t o  ag ree  on t h e  corz;: 
problems t h a t  can be addressed by t e c h n i c a l  a s s i s t a n c e  funds .  

The SdLs a r e  no t  used t o  ope ra t ing  wi th  the  complex bidding system 
appl ied  t o  government agenc ie s .  Jmplementation and p rog res s  towards 
s t a t e d  goa l s  and o b j e c t i v e s  i s  slow and d i f f i c u l t  t o  ach ieve  without 
s u b s t a n t i a l  e f f o r t s  being inves t ed .  

The number of  q u a l i f i e d  and i n t e r e s t e d  c o n s u l t a n t s  i s  not  always 
a v a i l a b l e  on a  t imely  b a s i s ,  e i t h e r  i n  Cost.a Rica o r  abroad. Tne 
l a c k  of t imely a v a i l a b i l i t y  of key c o n s u l t a n t s  has  n o t i c e a b l y  slowed 
dawn progress  of t h i s  program. 



To addrebo oome of the  above yrublernb, i t  i s  o u g g o s t t ~ d  t h a t  thc TA 
program bc u h e d  t o  f u n d  a metllurr, tcrm lac ,r l  ror~r;ultenf w l ~ c ~  w f ) ~ i l r l  bc* 
, e!,;rons.lt,lr. t o  };crlt9ril: c r;pec i f  i r  r i t  htldult*rl  onl! ):odlt. for t l ~ c  ,.#. an(l 
t o  pa r t . i c lp l l t e  i n  t h e i r  loo).  renp,cl i m i ~ l f ~ c ~ l . ! ! t s ~ l n n .  I i . ~ ~ u l t l  
i n c l t ~ d c  t h e  a p ~ ~ l i c n t i o l ,  nnd e u p c r v i u i o n  of a l l  o t h e r  reJe:c.-, r * l D i ~ ~ i s  
and recornmend,ltionh, eb wel l  a s  promot ing mure t irnely f i ~ ; u t ~ i , . , b  L O  

a d n i n j  r i t r u t i v e  d e l a y s .  It I ti foresecr~  t h a t  c t ~ i ~ r r ~ : c ~  i n  r e g u l ~ ~ t l o r  5 r r r d  
mtcrket c o n d i t i o n s  bl.11 a b s o r b  more m a n i i g e u i ~ t  time o v e r  L : , < ~  n e h ~  
year,  l e a v i n g  the S6Ls and DECAP w i t h  l e s s  a b i l i t y  t o  improve t h e  
speed of d e l i v e r y  of t h e s e  p r o g r a n s .  

;:I view o f  t h e  long  dela!.s i n  c e l e c t l n g  c o : . s b l t a n t s  anr. I -. . l : i r i c  

a; jpruvals  from A I D ,  i t  i s  a l s o  recommended t h a t  t h e  "pool"  of al:aila- 
b l e  c o n s i l ~ ~ i n t s ,  both loci11 and f o r e i g n  b c  e n l a r g e d  60 t h a t  scnedu led  
programs a r e  no t  delayed beyond 3 months ,  as  t h i s  may have  n e g a t i v e  
r e p c r z u s s i c ) n s  on t h e  dei.rlopnc::t o f  t h e  ! l u t . u r ~ l t s .  

2 )  It i s  i m p o r t a n t  t o  complete  c o n t r a c t i n g  of t h e  "DECAP Control  Uni t"  
p e r s o -  n e l  a s  q u i c k l y  a s  p o s s i b l e ,  f o r  t h e  w e l l  b e i n g  of t h e  programs. 

c )  k w  Techn ica l  As'sistance Seeds  

The a r e a s  t h a t  have been a d d r e s s e d  by t h e  c o n s u l t a n t s  and t r d i r . i n g  
h a s  p rov ided  a base  of i n f o r m a t i o n  t h a t  w i l l  a l l o w  t h e  S6Ls t o  
s t r e n g t h e n  t h e i r  a d m i n i s t r s t i o n  i n  t h e  l o n g  r a n g e .  

It i s  s u g g e s t e d  t h a t  i n  t h e  s h o r t  r a n g e ,  a l l o c a t i o n s  be reviewed t o  
a d d r e s s  t h e  f o l l o w i n g  s p e c i f i c  a r e a s  t h a t  can  c o n t r i b u t e  t o  improved 
o p e r a t i o n s :  

1 )  Allow a c e r t a i n  pe rcen tage  o f  f u n d s  t o  be used t o  s o l v e  s p e c i f i c  pro- 
blems o f  each  Mutual: 

a )  P u n t a r e n a s  and Guanacaste  r e q u i r e  h e l p  i n  co1lec:i;:i: t h e i r  
d e l i n q u e n t  p o r t f o l i o s ,  which i n  some c a s e s  i s  spread  o v e r  a  
r u r a l  a r e a  t h a t  i s  l o c a t e d  up t o  400 m i l e s  away. 

b )  la , i v i e n d a  w i l l  nee6 t5  s t a b i l i z e  d e p o s i t o r  c o n f l ~ i n c r  and 
r e i r t - 5 s  i t s  l i q u i d i t y  p o s i t i o n  t o  become l e s s  dependax: on te:- 

- .  p i . r ; .  . ~3vernrnen t  i u r ; : ~  r;!.:c'rr i : 'C s u p i ) o r t i n g  i t  nos .  

2 )  A s  p a r t  o f  t h e  DECAP, o r  t h e  r e c e 3 t l p  formed F e d e r a t i o n  of ShLs: 

a )  Consider format ior :  of a " c o l l e c t i c n  u n i t "  t h a t  w i l l  h e l p  t h e  
S&Ls : 

1) reduce  d e l i n q u e n t  l o a n s  ( a t  l e a s t  $150 M i l l i o n )  t o  g e n e r a t e  
c a s h ,  



b) Consider  poolir ig t h e  SLLs' s e r v i c e  needs  w i t h l n  t h e  F e d e r a t i o n  
wi th  r e g a r d s  t o :  

2 )  l e g a l  f e e s  e n d  c o l l e c t i o n  f ee s  from lawyers .  

c )  Consider h i r i n d  a c o n s u l t a n t  w l ~ o  :E expt . r ienne2 ir, t h e  "E>!sam 
t h a t  w i l i  h e l p  t h e  S6Ls: 

1)  o b t a i n  t h e  b e s t  r e t u r n  on i n v e s t m e n t s ,  

2 )  s e e k  t o  d e v e l o p  new i n s t r u m e n t s  t h a t  w i l l  e n l a r g e  t h e  SdLs 
a b i l i t y  t o  c a p t u r e  f u n d s ,  

3 )  c o u n s e l  t h e  S6Ls on c o n t r o l  of t h e i r  l i q u i d i t y  p o s i t i o n  a n d  
market  s h i f t s .  


