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The strategy builds on the substantial macroeconomic stability and growth galns 
made over the 1980s, the strength of Costa Rica's democratic processes, and Its well 
developed socioeconomic systems and infrastructure, as attested to by the porformanco 
data cited in the Cou erformance T a u  (Part 11, Table Two). Given the gains of the 
last decade, Costa R%s prospects for achieving self-sustaining growth in the 1990s 
must be considered good, but are heavily contingent on corn leting the policy and 
regulatory reforms and expansion and maintenance of the in rastructure networks 
associated with three strategic objectives: 0-rt ex 

P 
streamlined. more reswnsive m, and (3,) ~reserviation and susta,n&& 

pansion; (21 

economic uses of natural  re^^^ 

0. Over-tememtion Plan 

Planned U.S. economic assistance levels over the N 1992-93 Action Plan period are 
sharply lower than those available over the last half of the 1980s. With the exception of 
three million dollars for family planning Po help complete a transition to financial 
self-suffidency in this important pr ram, all assistance will be allocated to activities 
supporting the three Mission strateg "B c objectives. The policy dialogue will be directed Yo 
maintenance of sound macroeconomic policies, and such other continuing 
regulatory adjustments as are necessary to m&l& and e>rpau#a Costa 
share and com~etitiv8nass in areas of co ative economic a& 
i&gnal and fis licies. These two o!$%ves --increased 

e. a- 

trade and investment and more responsive government- are closely interdepandent, the 
more so in the strained ford n exchange and domestic financi situation in which Costa 
Rica will continue to find itse 5 in the early years of the 19908. %sta Rica's success in 
allocating its scarce financial resources to keep moving both objectives ahead in the aarly 
1990s fs the key to achieving the fuller strategy for the 19908. 

leverage wilh the 60CR. 



Building on the enerally favorable macroeconomic policy framework already in place, the 
Calderon Admin 7 stratlon since takin office in May 1990 has embarked on a course of il well-directed but politically perilous scal and public sector employment reform measures 
intended both to arrest dangerous levels of deficit spending and to restore a healthy 
balance between recurring and capital expenditures. Concurrently, the Calderon 
Administration is negotiatin in the spirit of the PDD to position Costa Rica in tha front 
ranks of Latin American nat 7 ons prepared to take advantage of the EAI. For example, in 
early December a bilateral trade and investment framework agreement to lead to a Free 
Trade Agreemenr was signed, only the second in Central America. The Mission's 
resource allocation plans and llcy dialogue with the Government of Costa Rica are 
completely compatible, indee 8" highly complemer~tary, to ongoing IMF and World Bank 
activities. This licy synergy among the major donors, including the IDB, is a critical 
factor in Costa I? ica's hopes to access sufficient resources to be able to weather its 
current foreign exchange and domestic financing problems even as it moves through a 
further critical stage of policy and government structural reformo. 

The strategy envisions modest levels of €SF support thrcughout the Action Plan 
period to demonstrate US. su rt for these tough policy actions and to facilitate Costa tgo Rica's full participation in the I. As Costa Rica moves to self-sustaining growth, the 
Mission will maintain a basic level USDH presence (currently estimated as about 10) to 
assist in the growing area of regional cooporation as well as to provide technical and 
financial support appropriate to a country approaching ADC status. 

over 

objectives and those of the Bureau is equally ood. The Bureau's f' and investment with diminished re1 ance on ccmcessional 
more responsive government precisely nrlirror Costa 

Rican intentions and prospects, as does the emphasis oc7 shared world irrterest in 
presewation and sustainable economic uses of natural nwurces. 

Annex A to this Action Plan is Tnble the Mission's initial -ion W- 

ureau and dssbn . 



Costa Rica 
Jamaica 
Belize 
Panama 
E. Caribbean 
Bolivia 
Honduras 
Colombia 
El Salvador 
Ecuador 
Peru 
Dom Republic 
Guatemala 
Haiti 
Nicaragua 
Guyana 

Eastern Caribbean by Country 
Antigua 63.7 26.1 
Dominica 80.5 40.0 
Grenada 64.7 27.4 
St. Kitts 76.2 36.6 
St. Lucla 82.2 41.5 
St. Vincent 79.7 40.0 





D. Encourage preservation 
and sustainable use of the 
natural ecsclurccT brst. 

A. Encourage the 
sac-g of competent 
c b i l h  government 
instiWions lhet will merit 
the coafi-e of pWcd 
and millmy k&m, citizens 
and investors. 

-Sustainable use practices adopted 
in ecologically minerable areas 

-Establishment of an environmen~htural 
mwurces and economic policy environment 
which fosters sus*Lhable development and 
presavation of ecologically vulnerable 
areas. 

-Increased role of private sector in 
provision of public good8 and -H 

-Ability of executive branch to i m p  
fiscai accwnwdty improved. 

-Effectiveness and strength of legislative 
branch improved. 

Strengthened nrie of law via bdEer 
trained judges and prosecutors and 
mawate., widely available legal infor- 
nwicm system. 

--Ratio: area deforested to area 
reforested decreases from 3: 1 to 
1:1 by 1993. 

--A - minimlm of 10 communities mvlaging 
their micro-watersheds and water 
systems in critical upland wzter- 
sbed areas by end of 1993. 

-At least 7.000 hectares managed ac- 
cording to officially approved 
forest management plans by 1993. 

-Complete legal h e w o r k  of National 
System of Conservation and the 
administrative framework also in 
place and besinning to operate by 
end of 1993. 

-Size of public sector wage bill 
reduced fnrm 11 -7% of GDf in 1990 
to 10.6% by 1993. 

-GOCRdeficit reducedfnw5.18GDP 
in 1990 to not more than 15% m 
fdlowlng yws. 

-Rathalkatjon of p i o n  systems 
to assure fmancial viability in 1993. 

-Executive and Asamblea Oecision/ 
budget coordinatioa improved- 

-Judicial School and Legislative 
Reference System M y  nqpmai in 
GOCR justice sector budgets by 1 W 2  





In the spirit of the revised Action Plan's increased emphasis or1 measuring program 
impact rather than roject outputs and to complete the transition of attention to the 
reformulated LAC ! ureau objectives, ~ Q ~ L K ~ L J ~  
f i _ a ~ a @  LAC ctives The Mission is pleased to note this 
exercise has not prove%%o diff lcxr disruptive as the Costa Rica program was already 
well into a much similar transition to the 1990s. In this scenario, Mlssican planning reflects 
an activities mix and resource allocations dictated by the evolving nature of the program 
as Costa Rica move8 closer to self-sustaining rowth and concessional aid levels 
decrease. Maximum Impact on the three Miss r on strategic ob ectkes is sought over this 
Action Plan period dhile there is still an adequate level of ES 2 balance of pa ments 
assistance to help with foreign exchange and domestic financing shortages t at are 
expected to remain critical over mast H not all of the Action Plan period. 

K 
1. U C O  

Growth? 
ive I - Support the Achievement of Brmly-Raaed Sustainable F c o w  

a) -& PolULcaLTram, (Sub-Objective A) The last year 
was a particularly important one in acwm lishment terms against LAC Objective I. On 

d P February 4, following eight ears of Socia Democratic administrations, the Christian 
Democratic party won the residency and a slim majority in the &mt& (Costa Rica's 
unicameral legislature). Despite the lame duck period between Februa and the 

r %I on on Ma 8, a considerable amount of progress was made. e most visible 
was comp etion of final details and terms for *-n billion-- . Through the FY 1990 ESF rograrn the US. contributed $33 million to the $205 R, eded to complete the deal. is debt was bought back at some sixteen cents on 

tho dollar and eliminated a serious obstacle to Costa Rlcan economic development and 
eventual ratoration of its external credit worthiness. Nevertheless, Costa Rica still 
carries a high service burden in gfficial debt, totalling $2.9 billion and representing almost 
60 percent of GDP, 

b) Stre enin the Pslicu rlialo . (Sub-Objedive A) Less immediately visible, but 
also impoznt an! successful were%ssion initiatives to provide orientation and transitlon 

I 

C) The . (Sub-Ob ective A) The Mission's poli dialogue has played 0 7 an i m p o r t ~ s t a  Rlcan ovemmentts proposal to the MF, under which the 
Caldemn Administration has undertaken an extraordinarily diffiiutt package of rice hikes, f wage restraints and reductions in public sector expenditures and employment evels, with I l 

a combined fay. s the recem' con- U S m  bu- 



QJ&. A 1990 fiscal deficit inheMed from the prior Administration and running at 7.1 
en cut to slightly more than five percent, and a plan to 
s been the IMF aa 

, Success in t is is also critical t o w  
and to ne otiating terms for a SAL Ill centered on B improving Costa Rica's long term trade and nvestment prospects. 

ti) of Gralna. (Sub-Ob ectlve A In mld-November 1990, after b 1 several years of progressively tighter PL-48 self-he p conditionaiity, the GOCR 
completed action to allow rivate sector traders to import directly yellow corn, effectively 
ending a forty year old sta f' e monopoly over the importation and marketing of basic grains. 
To clear the way for participation of private traders in this important mgment of the graln . 
market, the GOCR eliminated ail import iicensin tame and other non-tariff restrictions. 
Subseq~lently, two gr.oups of rivate traders con racted to import 28,000 metric tons of P a 
eiiow corn for December dei very. These actions are expected to ilranslate into eneraily 

Lwer animal feed prices and lower consumar prices for related producta. They s lould 
also benefit US. agricultural exports. 

B 
e) Untinued Phate S e c t o r - L e d k , G r o w t h .  Sub-Objective B) Under the 
impact of low forei n exchan e reserves, the ongoing f scal crisis at home, external ! B I 
conditions, and re uced publ c sector spendi economic growth for 1990 is expected to 
be in the range of 3 to 4 rcent, down from ti. percent for 1989. Des ite these r' "a; 
pressures, the new Adm nistration followed through with a previously p P anned $27 million 
mitiai commitment of ESF-related HCOLC to ;a fund (FUNDEX) to su rt an expanded 
private sector-directed investment and export development pro ram. 5 he value of 
nontraditional exports ( M E  rew by 20 percunt during 1990. Qhe Misslon is working 
closely with key high level d& R officials andl private sector leaders in the development 
of a policy agenda for the FY 1991 ESF cash transfer, which addresses tariff reductlono 
and ~mprovements in the investment clim 
a package of activities, including W o r  ev 
a Spring of 1991 W n a l  level conferenc 

with the new Government 
been designed to 

reform as well as 
for non-bank 

at broader , 

1 I 

Existin data indicate that the lower two Jeciles of income earners have benefited 
By proportima more than other grou from the growth of the 19808. There is no doubt R" abu t  the continued national comm ment by all parties in Costa Rka to equity issues, but 

there is also little doubt that lack of investment in national socioeconomic support systems 
(education, health and communications networks) in r w n t  yean is impactin adversely 

03 across the board and logically more so on the least advantaged groups. M est Mission 
resource allocations (both dollars and HCOLC) in community development, school 
refurbishment, housing, training and family planning, albeit modest, have been particularly 
helpful in partially offsetting this effect. 



) EmDtUd.@latulalP3aaaurcsa N .  f antl (Sub-0b ective 0 )  In 
8990 measurable and meaningful pmgrees acl-n a number o 1 ENR activities. 

-- Tho BOSCOSA OPG has initiated mana ement of 450 hectares of forest lands dt through cornmunlty-based plane. This prole is also about midway through a 
Q-Q.- Inventorying the biodiversity of the Osa Peninsula. 

-- The Tortuguero Project completed a - for the area8 
surrounding the Torluguero National Park%%%f#!ed local realdents to serve as 
guides and custodian8 in the park and beach areas. 

-- With the Cordlllera Development Foundation (CDF) now established and ataffed and 
uttin in place accounting, administrative and rsonnel policies and 

procedures, -8 the F RES f A project is underway. For 1991, the C 8" F will initlate Its first 
annual workplan to undertake basic repairs and upgrading activities for three major 
national parks. 

. As a first r e w e  €1 

further activities 
under tne new law. 

-- Mission policy design efforts for the F Y  1992 ESF pro ram center on further 
developing the legal, regulatory, institutional and resource ! ase for the ENR sector. 

The Mission views this objectlve as inclusive of a 
addition to the more commonly mentioned democ K 

resoonsivmess of aovern - rzlBD.t . . 
sub-obpctlve sought ham. 



c) ~ ~ E ~ I Q v ~ W .  (Sub-Objeudve A) Durln 1990 the Miasion-supported 
reorganization and expanelon of the Judlclai Schaoi of the 8 upreme Court took hold 
firmly. The recent elevation to the Supreme Court Presidency of the maglstrate leading 
this dffclrt is he1 in to assun that the Judicial brar~oh includes the full operating costs in its 
budget by 1988 B e  ~ w J I E U W ~ O I E ~ . ~ ~ ~  located in the Att~rney General's 
office is progressing on achedul~ for an FY 1992 startup. 

d) LaQlslatlve, (Sub-Objective A) Training sminars for the Asamblee professional staff 
continued through 1090 and the diaio ue on a ssibie longer4er-m project to address the 

an FY 1992 startup looks feadble. 
B P" need for management and operations modem ration has progressed to the point where 

I 

3. ~ P h J B G 1 I ~ ~ I I I - C o w t r v I a n d l n t e r n a t l P n a l D o n o r ,  

While the Mission lists no s cHic strate ic objectives or indicators under this LAC P" objective, the spirit of the object ve is covere 3 in several ways. The Mission cooperates 
close1 with all other USG Country Team elements in areas of shared interest and, where 
feasib Y e and permissible under the FAA, is also supportive in resource terms. Such 
actions are included under the more general Ambassador's statement of goals and 
objectives. In articular, coordination includes economic, environmental, and trade and 
investment pol I' cy considerations. Most recently, a bilateral.trad- 

mework eemerd has been si ned. Considerable Countty Team attention over the 
Action Planyerlod is to be focuse on trade and investment policy and practicer more 
generally. 

8 
The Mission has also been an active and important player in the Country Team's 

effort to brin to successful conclusion ten long-standing expmpriation cases involving B American cit zens. Over the ast year, the first two cases were successfully resolved and S paid by the GOCR. The Cal eron Administration has continued to move forward in this 
area w8h the recent establishment of a process of domestic arbitration for the balance of 
the expropriation cases. 

Additionally, the Mission provides support to important functions d other USG and 
A.I.D. units with re ionai and mtemational outreach, such as the Department of 
Agriculture, the ot8 ce of Forei n Disaster Assistance (OFDA) and the Regional Offices for 
Central America and Panama 1 ROCAP). The Mission also provides selective support for 
broader USG drug prevention programs. 

Given Costa Rica's advanced democracy and socioeconomic structure, coordination 
with other donors is focused principalfy on a shared economic poky agenda and spedfk 
associated resource allmations which are covered under LAC Objective I. 

Finally, the Mission is pla Ing an int ral vole, together with the Embassy Political and r ~ R ' S  positive partlclpatbn in and support of the Economic sectbna, in promot ng the 
EAI and POD. 



A* Quwiew_Statemento 
r 

Based on current strategies and plane, the Miselan will design five new projects and one 
arnendrnsnt in 1992, and two new projects in 1993. ~ M l a a ( ~ d a W I k e 1 ~ ~  
~ ~ s p a m ~ w n ~ ~ r i a l l l k e ~ ~ ~ ~ a c l l  ma 
r emog r e r n ~ ~ ~ ~ ~ w p ~ ~ i e o  dpJl]-, 

Policy and Training Support (51 5-0241) Amendment LOP - $7,000 PSEE (G 
(This amendment $2,00 ) 

Natural Resources Sector 
d 

Development Pro ram (5 1 5-0260) New LOP - $26,000 €SF (G) 
Pop. Sector Consoli ation 51 5-0261) New 

d 
LOP - $2,000 POP G 

Tiainin for Development ( 15-0263 New LOP - $5,000 EHR G 
Solid JasC Management 51 5-02 ) New 1 

1 I 
LOP - $1,675 ARDN (G) 

Legislative Support (51 5-0 67) New LOP - $3,000 PSEE (G) 

FY 1933 NFW PRCUFCTS 

Private Power Generation (51 5-0259) LOP - $1,075 PSEE G) 
Public Sector Responsiveness Program (51 510268) LOP - $26,000 €SF ( b ) 

These p- darts are critical efforts to help Costa Rica enhance its ublic sector 
ar r e s p o n s w ;  consolidate management and financing of it8 nation protected areas; 

enable public and private iostitutions to responsibly provide effective family planning 
services; deepen tts human capital basa in critical policy level, technical and managerial 
skills; reverse environmental degradation through effective solid waste management; and 
to solidify and upgrade the organizationai functions of the national legislature. 

The proposed amendment to the Polic 
include continued technical assistan 
Mobility from the bllc to the priv r urcsustainabk pu Iic sector pension eystem, review and revision of the national budgeting 
system, and deepenin of the ongoing reform programs in the National Customs Service 
and Contmller  ene era! 



The M a u c ~ ~ m ~ l o o . m ~ n t e ~  Y (5 1 5.0200) will consolidate tha 
management and fundin mechanism of Colsta cats protected area8 which now autter 
from burdensome admin f strative and budget structures. This aector program will 
implement the joint QOCFUMission strategy for integratirr forestry, agriculture and 
wildlands management in the major rotected areas and utfer zones, and complement 1 1 
the resources expected under the E I debt reductlon program. 

The 15-0281 will be a follow-on roject to the 1 L 8ucc ect (515- 108). It will strengt n the 
institutional tou that lead to longer term cost 8ustainabiOtty 
and financial independence. This is expected to be the last major bilateral population 
project in Costa Rica. 

The for Dev (51 5-0263) will work to deepen the human ca ital 
t a l e n m o  sup r m t  eforms and rowthoriented licies over the 1 90s P" a P" t 
and beyond, Cos a Rican leaders will need to ta e further steps n trade and investment 

P olicies and practices to remain competitive in world markets and to encoura e 
nvestment. Also, they will have to shift government operations from Costa R 7 ca's 
traditional em~hasis on big overnment and state intervention to a leaner and more 
responsive public sector an 1 greater reliance on rivate sector provision of goods and P services. Training opportunities to be made avd able under this project will focus on 
theso two and similar national policy-based ob ectives. In effect, this project will help train 

century. 
I, the generation of leaders and policy makers w o will guide the country into the next 

The proposed Solid.YYaete Pr (515-0264) is an intervention which will 
assist a consortium of of rivate firms for solid waste 
collection, and sanita e pro ect will also establish 
a preinvestment fund fun ing for planning similar 
waste management projects. 

d 
The Le.&lative S-rt Praia (51 5-0267) focuses on assisting the National Congress 
through a diagnostic study to develop a new operational model and associated 
infrastructure adequate to the challenges of examining national policy issues, efficiently 
identifying, considering and selecting options, and transforming these into clear and 
concise laws. 

These mposed project8 address the need to solidify gains In some areas and extend 
efforts P n others. One project start Is planned to support Costa Rlca's increasi~ly evident 
need for suffktent electrical power for both industrial production and household uses. The 
other is a lbrlnnoa of pa ments program wtth kcal currency generations being used to 
foster further public & refom. 

The P W ~  P o ~ n e t ~  Pr (51 5-0259) is Intended to provide a 
finandng mechanism for power generation private sector and technical ., assistance 
for load management improvements to increase power use efficiency. 

Mobility, 



Support the actrievoment of broadly-based sustainable economic 
growth. 

Suboblective: Encoura e the adoption of and continued adherence to economic 't policies t at promote investment, productive emptoyment, and 
export-led economic diversification. 

$000 FY 1992: $725 ((3) Increase in LQP: $2,000 (G) L otai OP: $7,000 (G) 

FundhnaUW.: Private Sector Energy and Environment (PSEE) 

A. W t e n c v  of,31ct wUh Mlsplion str : This amendment provides tha 
programmatic structure and coherence to a2s of activities that su port the Mission P strategy through their impact on the ability of key public sector instit ons to support the 
efforts of trade liberalization and to achieve improved economic growth, while maintaining 
important social programs intact. 

B. J&Wons to AID and other d m :  This project complements the 
covenants and%nditlonality of the ESR agreements, and provides the necessary 
technical assistance and trainin activities r uired to make operational man of the 

3 W "X r uired changes that the GOC seeks to ac ieve. IMF conddbnal' relate to a % I r uction of the fiscal deficit reflects a concsrn in this area, and the odd Bank follows 
suit, with plans for a $40 million loan for the restructuring of the agricultural sector. No 
other donor has specifically targeted technical assistance for pension system reforms, 
budget reforms, or the labor mobility pr ram. IDB has a grant, to be implemented "B through the OAS, for technical advisors or custom8 in specific task areas. 

C. : This effort enhances the partkipation of the private 
s e c t o m  goods and services. effective government 
services enhance the Costa Rican participation in the world economy. 

: The goal of the pro)ect Is to su rt W a  Rica's program of 
nsbn and the spreading of the % nefits of this expansion. The 

ent and export initiatives In uupport of the private sector; 
formulation, planning and dea n; and support mfwms of public sector '8, system In Costa ica through the provision of technical 

. . ., 
Specific areas of focus include technical assistance and training for program8 

dedicated to labor mobility from the public to private sector, reform ol the current 
overentitled public sector pension systems, review and revision of ths current public 

r. 

sector budgeting system, and a deepening of the ongoing reform pmgram in Me National 
Customs Senrice. 



W h l Q h l U h l :  This activi provides twhnlcal assistance to the operational aspects r of physical reetructuring of pub1 c entities alon lines that their institutional objectlves and a modernization demands require. These institi) Ions, or parts of institutions, are designated 
by the GOCR, as necessa for restructuring, and alternatives are explored to ratlonalize X the actions required by eac institution. Them actions may include privatization, internal 
system improvements, reduction of programs, ersonnei reali nment by technical 

deficit. 
8 P functions, and othsrs, This activity is expecte to have a pos ve impact on the fiscal 

m i o n  Refom: This technical assistance is aimed at another source of severe 
fiscal deficit concerns, as many of the public sector pension systems are non-contributive, q 

and must be financed through general governmental revenues. The general objective of 
the pension reform is to eliminate the pension-caused fiscal deficit and aesure future 
generations of their right to receive a pension. The specific ob ectives of the I TnSion reform are to unify the public sector systems under the regulat on of CCSSA M (Social 
Security Pension System); to eliminate the incon ruency of the ovorentitled and 

sector initiative of the voluntary pension system. 
B undedunded special pension systems of the pub1 c sector; and to regulate the private 

Q&ms Heform: This effort is being done in coordination with IDB advisors, and 
consists of a deepening of the improvements begun in 1989. Emphasis is placed on the 
computerization of the customs operations, expanding the system to the eriphery, and 

a R concentratin on facilitating exports. The entry of Costa Rica into the GA implies many 
operations! c anges for which the GOCR b unprepared. Greater emphasis will be placed 
on international linkages with customs commissions on values, computer software, 
classification, etc. Training of employees will be reinforced. This project will also continue 
to assist the Customs Service modernize and automate its operations. 

t Reform: The objective of this initiative is to develop a prsgrammin and 

% Y ! bu z s  stem in the Ministry of Rnance (MOF), Mlnlstry of Planning (MIDE LAN) and 
the ice o the Controller General (OCG). Activities will include in-country training on 
program and project analysis, accounting and budgeting principles to a large number of 
GOCR employees. Technical assistance will help define appropriate budgeting 
procedures to make the Executive Branch more accountable, and to decrease the ex-ante 
mvoivement of the OCG. Managerial level accounts and reports will be developed to help 
support the decislon making process at the highest levels in government ministries. 

Technical histance 960,000 
Commodlttierr 600,000 
Training 4lQSQQQ 

E. 4 mem: The technical assistance and training will be 
by A) 

The first line counterpart entity is the Ministry of the Presidency. In addition b the 
Ministry, other GOCR entities usin the coordinative facility of the Minlstry of the 

Project's resources. 
gF Presidency's Office of Control and ollow-up (OCS), will be provided direct acoers to the 



F. S.W-: The specific ir~terventions in terms of technical assistance and training 
are expected to provide a roup of trained individuals in different technical fields, and 7 operational systems that w iI be functioning with greater effectlveneas and efficiency, The 
activities that are flnanced are not in themselves expected to be sustainable, with the 
exception of the installation of a training capacity for the budgeting procedures, which 
must be continued on an annual basis. 

With respect to Pension the design of new 
regulations will support tho over the next ten years. 
The implementation during 1991 of will lay the basis for the 
GOCR Po contlnue reducin next three years. The 
deficit reduction impact of on the national budget, 
helping assure sustainable economic growth. 

G. -ant m: USAID/Costa Rica requests that the Bureau authorize the 
Mission Director to approve the proposed amendment to this project. I 



W P R O G R ~ I P T I O N  FOR FY 19% 

C. E y O j e m :  Natural Rescwces S- (FY 1992 new start) 

Support the achievement of broadly-based sustainable economic 
growth. . 

Sub-Objective D: Encourage preservation and sustainable use of the naQirral resource 
base. 

Fundi~: ($000) Fv 1992: $26,000 (G) LOP: $26,000 (G) 

pe of Fund&: Economic Support Funds (ESF) 

A. : This program addresses the preservation and 
sust ica's remarkably rich but endangered biosphere, 
one of the three main objectives of the Mission strategy. 

to AID and othe-: Natural resources and the 
odiversity are high priority areas for both the GOCR and international 

donors. The Calderon administration emphasizes the importance of PVO participation 
and actively solicits outside resources to au ment local availabiiities. The ID0 is planning 
a $30 million loan for ecotourism for 1992. 8, e Dutch, who have been involved in 
debt-for-nature swaps in the past, are committed to supporting conservation efforts on the 
ecologically important Osa Peninsula. The Swedes continue to support activities on the 
Caribbean littoral and in the Talamanca area. 

C. Belatiomhip of pcnject to overall Al ectives: Recently the A.I.D. 
Administrator announced a new Agenc $ntai Initiative to provide direction to all 
of A.I.D.'s environmental activities. The initiative outlined three broad areas for Agency 
interventions: (1) sound environmental and economic policies; (2) institutional 
development; and (3) technolog eneration and commercialization. The first two global 
issues are to be addressed by a YE I ureaus and the third is directed toward region-specific T 
priority areas. The four priority areas for the LAC Region are: sustainable agricuttural 
production; tropical forests and biological diversity; watershed management; and coaatal 
zone management. The p sed project deals with all three of the Agency-wide area8 of 
intervention and the tropical orests and biological diversity focus of the late region 
priorttie8. 

"P" 
Q. D-: The purposes of the ram are to provide balance of P"P L 

payments support to stabilizatfon efforts in Costa R ca, and to provide the policy and 
financial support necessary for consolidating approximatel 93 national and private 4 ? 
protected areas into e M r ional conservation units (RC 8) under a national system at 
conservation areas. % do%r grant to be signed with the Governnnm d Costa R i a .  will 
consist of a cash transfer to a se arate uncommlngled Cerltral Bank account to finance 
private sector imports from tke L r  nited States of eligible raw materials, capital goods and 
other pductlve lnputa. Local currency in an amount equivalent to the grant will be 
deposited by the Central Bank in a special account to finance natural resources sector 
development activities acceptable to A.I.D. and the Government of Costa Rica. 



Currently Costa Rica has a myrlad of public and private protected areas including 
national parks, wildlife reserves, forest resarves, protection zones, monuments, and 
rocreation areas. Also constraining the res nsible agencies are lean budgets, an r underpaid and undertrained workforce, an a complex set of laws and regulations 
governing the ENR management sector. This pragram will deal directly with 
strengthenin and financially sup ortin , through an endowment-like fund, the responsible 4 P a public and P vate institutions tha are c arged with the mana ement and conservatkn of 
Costa Rica s uni ue biodiversity. A si nlficant amount of the ost country-owned local 8 i? a 
currency (HCOL ) associated with E F dollar balance of payments grants made under 
this program will be used to improve ark infrastructure, train ark guards, and support 
both Costa Rlcan and international P b 0 s  working in ENR act f vities. 

Direct beneficiaries of the local currency generation will be people living in and 
around the protected areas and the PVOs involved in the program. Longer term 
beneficiaries will be the of Costa Rica as well as neighborin countries and 
visitors, al140f whom will from a better maintained and smoot er functioning 
protected area system. 

a 
& jo r  ou@&: The major accornpllshments of the support provided to the natural 

resource sector include the establishment of a national system of conservation areas, the 
development of policy guidelines for PVO partici ation in the management and protection 
of national protected areas, the establishment or an HCOLC endowment fund, and the 
creation of a coordinative mechanism with other donors for ENR activities. 

E. : The program will be obll ated b a 
H a n d L h e  Central Bank of Costa ica. T e Mission B W Y1 
will work close y with the Ministry of Naturisl Resources, Energy and Mines to develop the 
performance criteria for local currency disbursements for the agreed-upon activities. 

F. of ~ r o ~ o s e d  activftiea: It Is antlci ated that an environmental fund, as e a l l o w m r i b e d  iri recent legislation for the nterprise for the Americas Initiative 
(EAI), will be established by the program and augmented with interest payments from PL 
480 debt forgiveness. This Program's local currency generations will be the initial 
increment to the fund which will be complemented by other donor contributions and other 
financing arran ements like EAI This, com~bined with increases in park fees and 
participating P f 0s' own resources will lead .to longer term financial sustainability. 

G. W n m a  : A USDH pm ect officer from the Project Development I, Office will be res-fficial supervis~ n of this program and coordinatbn with 
appropriate host country public and private entities. 

H. Pot-i : A performance-based 
disbursemnl m 3 ~ d  under this project. The 
rant document will establish benchmarks upon which to judge Implementation 
I8 each benchmark Is achieved, A.I.D. will a ree to disbursement of additional 

a! 
R,%z& 

the special account baaed on an implement Eon and disbursement schedule established 
in the assistance agreement. , ,  

1. Con P e r  and P M D  rova: USA,IP/Costa will submit the Conc T PPper to the B u r e s o r  review, with the d%gation of P M D  approval to be decided at hat time. 



Qbjectivel: Support the achievement of broadly-based sustainable economic 
growth. Ic. 

~ t i v e  C: Encourage accelerated opportuntties for increased participation in 
the economy by the historically disadvantaged. 

m: ($000) FYI 992 $1,00O(G) LOP: $2,00O(C3) 

Type of Fundiag: Population (POP) 

A. Consistenpv of D : This project is consistent with Mission 
efforts to transfer full ished programs to the implementin 
entities in both the p uses on tho institutionalization 0 8 the 
family planning prog domestic financin for the pmvision 

populat~on. 
of family planning information to the 8: osta Rican 

B. W i o n s  to AID and other donor a=: This will be a follow-on project to the 
successful Fa will stren hen the 
institutional deterior 8 ion of 

roject in Costa Rica. 
e r v k  program ! e 

to the young adult 

I 

C. Relationship to AID polic dives: Costa Rim's moderately high population 
growth rate (2.4 percent) c o n t a  to impact negative1 on the environment, and on the 
ability of the GOCR to keep up with the provision of s LA icient and adequate social 
services. The population variable will continue to be a part of licy dialogue, although not 
in the sense of demographic targets, due to political sensitivit P" es. 

D. d e s c m :  The oal of the project is to improve the socioeconomic status of 
the C F R i c a n  po(wfati0n. T 8, purposa lo to enable publb and private institutions to 
successfully and msponsibly provkle effective family planning services, commodities and 
information to the Costa Rican population, In concert with the General Health Law, and 
GOCR policy statemants. The problem to be addressed is the control of fertility by the 
individual, and the amregate societal needs in terms of population growth. Despite 
impressive improvmnts in sewices to the population, important areas remain to be 
addressed systematically. Statistics int to large numbem of births to mothers under 
twenty years of age (20% of births), P" nadequate birth spacing, and large nl.mbers of births 
declared to be unwanted, or mistimed (42%). The nearly complete dependence of 
on ing population rams on donor-supplied contraceptives is of great concern, as 
Al i!r currently supplies P"P W ?  of condoms and IUDs, and WO of oral contraceptives to the 
ublic sector ram, which covers 75% of the women that w e  contriwptlves. AID, 
PPF and UM Rave donated contraceptives to Costa Rica over the past 20-25 years, P KZ 
effectively undermining the weak private commercial market. The gains in contraceptive 
prevalence 70% of women in union) csuid lummet due to lack of commodities, if a 
concerted e b oa is not made to strengthen t e institutional budgeting, procurement and 
distribution systems for contraceptives. 

f: 



: For the public sector, contracepWe commodities will be 
p r o v i w n  established reductlon/substitution plan untli 1995. Some 
technical assistance ma be rovided throu h a complementary logistics management d E project funded by STIP P. 'T e communica a ions program will be continued and fortified, 
with funding for mass media and a varlet of print and audlo/visual materials to support 
the transmission of important concepts. I' t is expected that the Caja Costarrlcense de 
Segum Social will cover the full administrative costs of the program, and that the project 
will fund only direct project costs. 

For the Contraceptive Social Marketing rogram, PROFAMILIA will receive a final E donation of contraceptives, and support for t e promotisnaVinforrnatlonal costs of the 
program. It is expected that the Grantee will cover the administrative costs of the 
program, and that project funding will cover only direct costs. A seed grant program is 
expected to provide funding for start-up costs for small alternative pro rams that will not 
require recurrent cost support. Contraceptives will not be donated to t \ ese programs. It L 

is anticipated that PROFAMILIA will have forged sufficient commercial linkages to be 
supplying the local market with a variety of low-cost contraceptives b 1994. As in all 
family planning programs, :wmen will be the prime berieficiarles, a it is anticipated that 
women will also be mvolved in the execution of seed grants. 

ncr 

b c i a l  Plan: 

Public Sector 
Local wsts $500 
Commodities $500 

Private Sector Programs 
Local costs $600 
Commodities MX? 

Total $2,000 

E. Planned i lemeddion an  : A Handbook 3 Grant agreement will be 
signed with t h e k ~  for the p u s a c t i v i t i e s .  The CCSS has experience with 
several AID projects, and procurements are anticipated to be small, and in-country, 
essentially for communication eces. All contraceptive procurement with Project dollar P funds will be via on OYB trans er to STIPOP. A Handjmok 13 Grant Agresment will be 
signed with PROFAMILIA, which is anticipated to continue its ongoing relationship with 
the advertising and distribution companies. Procurements will be limited to minimal shelf 
item purchases. Seed grants may be sub-granted by PROFAMILIA, with Mission 
approval, and will be for less than $25,000 each. 

sed m: The GOCR health institutions alread iislance 
costs. The project, b gradually lncreaslng the emand, J J 

will seek to increase commercial alternatives avail le for purchase by the public sector or 
the individual consumer and to ensure that there are no breaks in the contra tive supply T network. As concrete commercial relationships are established by PROFAMIL A for the 
long-term m b n  of low-cost contraceptives in the commercial marketplace, its 
long-term vWRy will be assured. 

G. : As this is a follows effort with entities with rovm 
i r n p I K m e  Mission managerial burden is not anticipatJto be 
heavy. At present, one USPSC devotes about 40% of her time to project management of 
the two agmements with these same entitles. 

H. : The transition plan has been 
b r o a w M l L l A  has a very lean 
management team and has been world towqds self-sufficiency since the program was 
initiated. No major issues are anticipat 3. 
I. PID and PP Agfxoval: USAIDICosta Rica requests that the Bureau authorize the 
Mission Dimtor to approve the PID and PP for this project. 



To su port the achievement of broadly-based sustainable economic , 1 growt . 
S_uk&b@3!~: To encourage a vigrorous response by the private sector to a 

favorable policy environment. 

Fundina: ($000) FY 1992: $1,000 (a) LOP: $5,000 (G) 

'Iype of Funding: EducatiorVHuman Resources Functional Account (EHR) 

A. m t e n c  with Mission str : This project supports the Mission's commitment 
to economic de&lopment through%rengthened private sector and a more efficient 
public sector, principal elements in its strategy for sustainable economic growth. 

6. Rddons to other donor activities: This project complements the 
Mission's prq%ms that seek to institutionalize rational refom of economic pollcies. 
support private sector-led growth, and improve government responsiveness. Where 
feasible, this project will be implemented in coordination with similar programs of other 
donors. 

C.  Relationshio-Qf Proi9.a to overdl AID licv dives: Because this project will 
strengthen selected elements of the privat?secto%ecause it will train certain members 
of the public sector in areas and issues which have a direct impact on exports and 
tourism, and because the trainin of some of "the next generation of economistsw is B contemplated under this project, raining For Development is thoroughly consistent with 
the overall AID and Mission policy objective of achieving broad-based, sustainable 
economic growth through a vigorous private sector and an active, informed public sector. 

e of this project is to deepen Costa Rica's human 
h n h l  and managerial skllls needed to 1 advance 
and market responsiveness, and 2) sh 4 the 
a more flscally sustainable and responsive basis. 

With mbbndal assistance from the U.S. under the Central America Initiative (CAI), 
Costa Rka h the 1980s recovered from a major economic recession, canied out an 
(sxtenstve package of mcroeconomic reforms, shifted from an import~subdtution 
economic model to a more marketdetermined one, and enerally set the sta e for B continued bmad-based and sustainable growth. As the 990s begin, Costa d ican leaders 
are worW to extend the reform pr rams to include two very important additional sets of * 

chanpes.%rst, they seek to take furt "R, at- in trade and investment policies and 
pract cso as are needed to remain competlthre in world markets and m u r a g e  
~nvestment; second, mek to shift government operations from Costa Rica's 

xrrnrnent and state intervention to a leaner and more !raditional emphasis on 
responsive public sector a greater reliance on private sector provision of goods and 
services. 



According1 , the training opportunities to be chosen to participat~ under this project 
will focus on a d vancing these twu national objectives, They will include, for axampls, 
such elements as post~graduate murses and feliowshlp pro rams in economics and trade 
and investment policy and practices at prominent cerYers of 7 earning; national accounts 
and auditing rystems; management of public diplomacy lor fiscal and other government 
reform efforts; and related observational tours, seminars, and canfererrces, rn 

The selection of training opportunities will closely reflect the objsctives of the major 
US. development inititatives for the 1990s in Latir~ America, ia., the Enterprise for the i 
Americas initiative (EAI) arid the Partnershi for Democracy and Development (PDD). 
Activities will be both formal and non-forma f and of differing lengths of time, de ending on P the availability of the trainees themselves and the wiiiingnescl and ability of the r 
institutions to free them temporarily from their responslbiiities. F 

Women will be identified as participants in the different training programs wherever L 

their qualifications and career histories render their selection feasible. In Costa Rica 
women can and do attain university-level educations and are active mid- and upper-level 
managers in both the public and private sectors. Therefore, ample participation of women 
in this project is expected. 

Trade and Investment 
Public Sector Reform 
Project Administration 
Miscellaneous 

Total $5,000 

E. Planned im emen emem: Because the project will contain both 
in-country and U % . - b a s ~ a c t i v i t i e s ,  the Mission may contract with an appro date 
institution for the implementation of the training activities, under Mission guidance. &is 
issue will be vetted and a final decision made during the preparation of the Project Paper. 

F. S!staini&W of P sed a d m :  Sustainability for this training project applies 
only in terms of the con- long-term influem9 and impact of the trainees themselve~ 
on their particular sectors and on national performance. 

G. Mission ment role: A USDH pmject officer from the General Development 
Of f ica /Tra in iw~&n will be responsible for official su sion of this project and 
mrdinatbn with v R" ate host country public and p ate entities. A Personal 
Sewices CoHtractor wi be responsible for day-today monitoring and project 
management fimd9ons. 

entation of this new 

I. PID and PP m: USAID/Costa Rlca requests that the Bureau authorize the 
Mission Director to approve the PlQ and PB for this project. 



Support the achievemont of broadly-based sustainable economic 
gmwth. 

& b - w :  Encourage a vigorous response by the prlvate sector to a favorable 
policy environment, 

($000) FY 1992: $1,675 (G) COP: $1,675 (a) 
F u n d i m :  Agriculture, Rural Development and Nutrition (ARDN) 

with MissiPn str : The primary goal of A.I.D. 
o set the basis =stainable economic rowth 

through an increase in exports, increased ublic sector efficiency, an proper FP environmental and natural resources (EN ) management. 
8 

This Project supports the goals nlated to public sector efficiency and ENR 
management. It also strengthens the capacity of participating municipalities, as 
democratic institutions, to respond to the basic service needs of their 
constituencies. 

8. to AD. and other donor mvrlie~. 0 .  : Currently there is very little 
activit-rtaken in Costa Rica by other donors in the area of solid waste 
management. This pilot activity will establish a model for future replication by other 
donors. 

~~~~ID of to overall 
. I C. veg: A recently 

announced Agency € = o h m  general categories df 
Agenc intewentbns: (1) sound environmental and economic policies; (2) 
instit J onal development; and (3) technology generation and con~mercialization. 
This Project res lo all three uidelines and, according to a rwmt LAC 
Bureau cable ( e - 9  , "wllhelp b reverse environmental degradation of 
soil and water and impme e health status of local communities through proper 
solid waste managemerY. 

til 

D. The Project purpose is to demonstrate an effective, 
efficient and emirPrmerrtally sound approach to municipal solid waste collection 
and traatment though huvlvement of the mate sector, and to support efforts to R broaden this pilot appmch to the rest of t e country. ., 

01 the over 1,600 metric tons (3,520,000 Ibe.) of solid waste which Costa 
Rica produces each day, 800 tons remain uncollected, 480 tons go directly into the 
country's rivers and ximately 320 tons are left untreated in unsanitary, open 

This s i n c r e a s e s  each day in proportion to the country's growing $pdY#k. From 1990 (o the year 2000, the population of the coun will have 

will have increased by W%, from 1,682 to 3,588 tons per day. 
7' mcreased by 28% (2.9 millkn to 3.6 million) but its daily generation o solid waste 



The QOCR, and particularl the Municipal Develo ment Agency (IFAM or t r: Institute de Fomento y Asesorla unicipai), recognize t e seriousness of the 
problem and have identified the improvement of solid waste management as a 
priority. 

The Project includes two major activities. The primary activity will provide 
financial and technical assistance to stren hen a consortium of municipalities, The a consortium will contract private firms b co ect a portion of the region's solid waste, 
and will construct, operate and maintain Costa Rica's first sanitasy landfill, A 
second project activity will establish a preinvestment fund through which other 
municipalities may obtain funding for planning similar waste management projects, 
thus enhancing the demonstration effect of the primary activity. 

By the end of the fifth ear, the Project will have not only improved soiid I' waste management in the p lot region, but will have one or more private contractors 
effectivei providin treatment services for all seven municipalities and collection 
services Y or at leas a four. Water and soil pollution will have measurabl diminished 
in the vacant properties and rivers formerly used as dump sites in the roject area 
and will have been kept to acceptable levels at the new landfill, 

r, 
The Project will directly benefit an estimated 183,600 residents in seven 

participatin municipalities. Indirect beneficiaries will include some 25,000 nearby 
residents w \ o suffer from downstream effects of the current inadequate disposal of 
solid waste. 

Financial Wn: 
1. Com nents 

a. &' enerai Operations 35,000 
b. Solid Waste Collection 345,000 
c. Landfill Development 740,000 
d. SWMFund 400,000 

2. Audits and Evaluations 40,060 

3. Contingencies l.15Jaa 
Total $1,675,000 

E. Planned i a : The irn lementing agency for this 

3 hP Handbook 3 G W - R ' s  unidpal Assistance Institute 
(IFAM). The grant I finance technical assistance and commodities for lFAM and 
the Consurtium, and AI.D.'s Regional Housing and Urban Development Office for 
Central Ametica (RHUDOICA) will also be available to provide complementary 
technical and management assistance. 

: This P ect addresses both soiid waste collection aiKf * 

7 the estab ashment and pilot testing of a decentralized financial 
service delivery system. If succes;sful, this system will establish 

the basis for program replication on a nation-wide basis. 

To ensure sustainabil , a gradual increase in user fees will be instituted in the t two years before the landfii opens in order to meet all operational and recurrent 
costs of both collection and treatment. Subsequent increases will compensate for 
inflation. 



project, will devote considerable time to this Project in it8 first year. 

H* EQ&_I~~~~~w%~JL~-\LB.~LP~[B w: The moat innovative 
aspects of this proposal involve technical, nstitutional and recurrent cost 
considerations. First, this is the cauntry'a first to establish a technicall 
adequate sanitary landfill which will conform adapted) EPA standar s 
now in force in over 16,000 such landfills in States. Secondly, the 

d 
institutional focus on helping municipalities (rather than the central government) to 
more effectively provide lacal servlceo with the involvement of the private sector is 
also unique, since it constitutes a decentralization and privatization initiative never 
before attempted b the Mi& sion. Thirdly, the notion of aying for all recurrent 
costs associatod w I' th a municipal service exclusively w P th user fees is also a first 
for Costa Rica. Although these increases wlll call for an extensive community 
education carnpai n, recent voluntary tariff increases in some of the seven 
municipalities invo 7 ved indicate that residents are now willing to pay for improved 
solid waste services, considering the ne ative environmental and health 
consequences of the status quo. &refa a , while this project is an exciting and 
highly relevant development challenge in the environmental area, the complicated 
technical and overnmental control issues are unusuall difficult to resolve with a J confidence. T e project has been carried over from 1991 to FV 1992 precisely 
to allow the more detailed analyses and feasibility studies to be mmpleted before 
proceeding. 

I. PID _and PP AP~rovd: USAIDfCosta Rlca requests that the Bureau authorize 
the Mission Director to approve the PID and PP for this project. 



Q ! _ t k ~ l l :  Support the evolution of stable, democratic aocietiso. 

S w v e A :  Encourage the strengthening of competunt clviiian government 
institutions that will merit the confidence of political and milttary 
leaders, citizens, and investors. 

F_undina: ($000) FV 1 992: $1,000 (G) LOP: $3,000 (G) 

n ~ :  Private Sector, Energy and Environment (PSEE) 

A. Conwr lcy  w i t L l m - & z & g y :  The project supports the Mission's commitment to 
strengthen and modernize Costa Rica's democratic government institutions to assure their 
adaptation and continued ability to confront current challenges. 

B. Relations ' to AIDandotherdom~~tivities: This project will build on previous 
smaller legisla%e staff development activities backed by the misslon. The project will 
make specific arra ements to coordinate with any activities that Sweden or other donors 
decide to initiate in "a t 18 area to avoid duplication of activities. 

C. - to overall AID licv o ivea: The overall Bureau objective 
of strengthening demm%c institutions sgcif ical lruches on the legislature as one of 
the main targets of support. 

D. P_r&ct descripth: The purpose is to solidify and upgrade the organizational function 
of the national legislature by: an indepth diagnostic study airnsd towards evolving a new 
operational model that will be adequate to the challenges of examining national policy 
issues, efficiently identifying, considering and selectin options, and transforming these 
into clear and concise laws. At the same time, t h u g  a an upgriaded technical and support 
staff, rationalized comrrttttee structure, and adequate library and automated information 
system, legislatorrr will be placed on a more equal footing with the executive txanch. The 
evolution of a multl-year mana ment and administrative strategic plan will allow the 

leadership seek. 
P repositioning of the Asamblea n the fortified and streamlined posttlon its members and 

The diagnosis and subsequent Strategic Planning Exercise will incorporate the 
results of pmjec t -spom research and public examination of transcendent policy 
issues. Same elements to be examined are: 

Rob and relatkmship of the Contraloria and the Asamblea 
Realistic stdfi and advisor needs 
Financing of a "R Ily modem legislature 
Consideration of alternative structural models based on US., European and 
other Latin American models 
Rmnsklerath of nature, number and function of standing and special 
committees 
Adequacy of oversight mle vis-a-vis the execme branch 



lllxra~~ l @ g h l & U m d o . c u m e n t a  A fully 
be designed, equipped and dellvend in ordrr to provlde ieglslaton 
credible counte art to excscutlve branch facllitlelr and allow the staff 7' indspndontly o other Institutione. The plan for this center will be developed in the 1 
process of carrylng out the Strategic Plannlng Exercise. 

R e s e g ~ W ~ f l t ~ ~ ~ ~ t e h I ~ ~ ~ U i l  am: A policy research 
fund will be set up to oupport the establishment anfk%%!%kstituto for Polic Studies, 
which will be the center for scholarly and professional examlnation of issues suc as: - Non-reelection of Deput~es - pros and cons 

K 
- Rediatrlcting and Residency requirrsmcents 
- Municipal government revitalization - Legislative techniques and clarificatton of Interpretative authority 

L8np-T8lllLtL&.@: Up to five maaters degree programs would be also funded for 
legislative advisors. Partici ant8 would agree to return to their same or similar positions 
upon degree completion. &e envislon the long-term training to be taken at quality 
institutions with concentrations in legislative management and preferabl: a Latin American 
focus. 

F r n c i a l . :  
Oiagnostlc Assessment $250,000 
Strategic Planning Exercise 500,000 
Libra m d  Documentation Center 

('Zommodtiea) 1,000,000 
Policy Research Fund Endowment 500,000 
Long Term Staff Training 350,000 
Project Adminktration 
Total 

406.000 
$3,000,00 

E. A Handbook 3 grant agreement is 
anti uld contract with an appropriate technical and 
research instnution experienced in legislative development to guide and carry out some of 
the project elements. 

In addition to these resources, funds from the LAC Regional Legislative Development 
Project (598-0770) may be wed as well. 

F. sed a.th&~: The acceptance of considerable counte art 
a d m i m w m e n t  resp~nsibillty for the nav organizational units an thelr 
support is the principal element that will contribute to long-term sustdnability of 

7 
project-generated rostruchrring. 

G. : Pmjec4 management responsibilities will be under a 
U S Q v s t r a l l o n  of Justlco Onice. 

H. m achea: The obvious opposin fb, R" i i a s  z s e n t e d  in the AsamMea mem ohip 
as potential to neg)etively impact even implementation progress. Hawever, there is also 

now fairly strong sentiment among the lawmakers for modernizing operations and 
streamlining the exawbn of mundane time-consuming tasks. 

I, PI0 and PP M: USAIDICosta Rica requests that the Bureau authorize the 
Mission Director to approve the PI0 and PP for this project. 





Q49ak.U: Support the evolution of stable, democratic socrietiea. 

-A: Encourage the strengthening of competent civilian government 
institutions that will merit the confidence of plil!lcai and military 
leaders, citizens, and investors. 

Eundina: ($000) FY 1 993: $26,000 (G) 

Uct ionaI a:' Economic Support Fund (ESF) 

A. Relaticrnsbj to U. support 
the Mission aimtf helping 
transformations that are 
and to position Costa 

B. Qmf!xmance ' and : The program directly supports 
Agency objectives -ng eff i c ! o v i t s i o n  of social goods while 
simuitaneo~~sl lessening the predominance of the government In the national economy. I' Improvement n the fiscal deficit and investmont accounts will also ca~ntribute directly to 
the fulfillment of macroeconomic objectives and impmvement of the oconomic 
infrastructurle, both of which feed into the overarching objective of su~stained economic 
growth. 

C. Proiect descr . , : The purposes of the program iare to provide balance of payments 
support 10 sti~iliz%?efforts in Costa Rica, and to enoourage policy, structural and 
sectoral changes that will contribute to the structural transformation of the public sector 
and of the pulblic/pdvate mix in the gconomy. One particular target will be the 
rationalization and reduction of recurrent costs, to allow *a return to more adequate 
investment levels. Since the 1981 economic crisis, Costa Rica has rtduced its public 
sector deficit & the expense of its investment and maintanance budgot and, as a result, 
the national infrastnrcturr, is deteriorating rapidly. 

The rant wil conskt d a cash transfer to a se arate Central Bank acxount to finance a P" P prlva e sector iim from the United States o eligible raw materials, capital goods and 
other productive npub. Local currency in an amount equivalent to th~o grant will be 

Bank in a special account to finance improved policy formulation . 
policy measures within the Casta Rican public sector in order 

sector expenditure levels and other efficiency measures. 

The eneratall I d  cutre will complement dollar funded efforts under the Policy and 
Train ! ng Support Project (51 9 -0241) which is directed toward Labor Mobility, Pension 
reform, Customs Service Reform and Budget Reform. 



m ~ .  Portfolio consolidation and the cost savin a plan under the Mission 
mana ement strategy contlnue to guide the planning and 7 mplementation of the 
l J~A l8 l~os ta  Rica assistance program. The most important of the cost savings measures 
is the reduction in personnel levels outlined in the Ian approved at post and presented to P the Bureau in May 1988. Moving from a staff leve of 180 employees in 1988 to the 1991 
level of 133, the Mission has im lemented tho plan on schedule and ex ects to decrease P levels further by at least 18 pos tlons (includin USDH over the FY 1 91 -93 period (see L 1 ! also Q o ) .  In this connectiori, it should noted t at USAID/Costa Rica stafflng will 
be the sub ect of a eneral NSDD-38 review of all USG positions under the authority of the 
Chief of M ssion. T a is review, recommended by the State Ins ectors durlng their October 
1990 inspection, will be conducted in the first quarter of CY 1 f 91. 

This decrease in staffing parallels the concerted consolidation of the present dollar 
and local cunency portfolio, and the decline in program levels. ESF Iovels in particuiar 
are declining rapldly. Even so, the Mission will continue to carry reponsibility for the 
implementation or supervision of a sizeable portfolio of pr~viously funded dollar and host 
country owned local cunency (HCOLC) activities that does not decline substantially until 
1995, and includes within its OE ceiling su port for a number of regional functions, i.e. 
RAJO, ROCAP, IRM, RHUDO, RTAC, OF A and others (see also Chart Two). An 
analysis of OE dollar and local currency r uirernents indicates the need for modest 
inflation-caused increases in OE dollar fun 7 ing over the AB eriod and into 1998, at which 
point the OE local currsncy is expected to run out. The dec f sion then will be the future 
size of this Mission and the use of the USAlD building. One factor for consideration in this 
decision could include taking advantage of the facility at solme future point by moving 
regional offices to Costa Rica. 

F& PL48 I . The Mission has 
uced the complexi of-o g allocations of new local 

currency to ongoing Tn~st Fund act g vities, to DA projects as; counterpart, and to GOCR 
sector rograms (these receive the largest share of the funds). Mocit of the old ESF 
HCOL 8 activities have reached their PACDs, and the Mission retains active supervision of 
only a few of the more important remaining programs. In those instances where the 
,,~lission has iven strong technical support to a GOCR sector program, such as labor 
mobility, the \ OCR has full implementation responsibility. On the DA side, the Mission 
has only three sizeable mort a es: a) the CAPS I1 project (51 5-02541, with an LOP of $15 
million and a planned p t -F ! '  8991 mortgage of $1 0 million; b the Training for 

1 6 ,  1 Development pro'ect 515-0263), with a planned LOP of $5 mi lion with first year funding 
in FY 1992 of $9 0,O ; and c) the Private Power Generatlaw roject (51 5-02593, with a 
planned LOP of $5 million and first year funding of $1.075 rn~ill on. The following table 
summarizes mortgages by functional account. 

P 

E,tlEl Newstarts 0 920 0 - 
Mortgages 0 0 1,900 2,180 

POP New starts 0 1,000 0 . 
Mortgages 0 0 1,000 0 

PSEE N ~ W  starts o 1,000 1 ,a\75 - 
Mortgages 2,770 0 ' 3,275 3,925 

ESF CAPS II mortgage 1,000 4,000 4,000 2,000 

-29- 



Joint ro ramming of HCOLC with the QOCR in CY 1990 took an interestin turn, 
as the new 8 a1 f eron Administration opted with Mission concurrenco to reprogram f unds 
from ongoing and labor mobility. 
These two areas 
programming the 
uses include the private 
counterpart for DA 

HCOLC associated with ESF funds anticipated for FY 1992 ($30 million) and FY 
1993 ($30 million) will be programmed primarily for sector assistance in the areas of 
natural resources and public sector efficiency. PL 480 Title I resources ($1 5.0 million per 
year) will, if available, be targeted to the trade and export sector. 

The Costa Rica Mission depends on its local currency trust fund for approximately 
80% of its OE needs, Since the end of those resources is now in sigM, this narrative on 
Mission needs extends its perspective out to FY 1998. 

1. St&f Levels Since 1 988, USAIDICosta Rica has under one rapid staff 
reductions. Given below are overall position numbers, both 0 i! and Project funded, and 
the breakdown by employee type as of the last day of each fiscal year. 

Fiscal Year 88 89 90 91 92 93 94 95 96 97 98 

USDH 23 23 22 19 17 17 14 10 10 10 10 
USPSC 21 21 16 13 10 10 10 10 10 10 10 
FNDH 18 18 18 18 18 18 18 16 18 18 18 
FNPSC 118 105 95 83 75 70 70 70 70 70 70 

Total Staff 180 167 151 133 120 115 112 108 108 108 108 
llllllllllPI II.1 1-m m.1- =PI- 11.1 1-9 11.1 -1.1 11.1 -1- 1.11 

The USDH numbers reflect a downward trend to 10, which is the size of a "basic" 
USAID Mission. Absent a decision to terminate A.I.D. activities in Costa Rica, we believe 
it prudent to project a core of USDH, USPSC, FNDH, and FNPSC personnel from 1995 
onward. FN levels represent mostly the necessary support staff for maintaining the 
Mission's present quarters. 

2. Based on the above staff numbers, Mission dollar needs 
. are . These amounts include USDH Costs, function code 

1 00. 

Fiscal Year 88 89 90 91 92 93 94 95 96 97 98 

The dollars needed increase dramatically from $1 -22 million in 1997 to $4.30 million 
in 1998 since that is when the local currency OE Trust Fund runs out. 



P P b f m l  O ~LG~&~Br;ala9gJ~udgal. Therefore, only 
marginal adjustments a r m u t  closing down the Mlsolon. For example, in 
order to save $500,000, the OE Dollar budget would have to be cut by 50%. At this level 
all OE funded USPSC's would have to be terminated, saving $250,000, and almost all 
NXP, saving $250,000. Cutting USPSC's below planned levels would, on top of planned 
USDH reductions, make it irnposslble to properly manage the Misalon's program. 

This Mission makes minimal use of reverse accclmodation and intends to continue 
this polic in the future. Any potentlai dollar OE budget reductions must be considered 
with this /' n mind, 

The expected lifetime of the 0 6  Trust Fund deperrds on the rats of income and the 
rate of expenditure. In the followln analysis we have assumed, on the income side, that 
the last Colones will gtr into the 0 F? Trust Fund in N 1 D95, which is expected to be the 
final year of cash transfers to Costa Rica. 

We also assume that: 1) for policy reasons, no funther HCOLC will be monetized 
after cash transfers end; 2) that monetization is never rnore than cash transfers in a 
given period, (the Mission's Senior Economist advises that, absent cash transfers which 
cause demonetization by drawin Colones from the private sector importers to the B Central Bank, any monetization or the OE Trust fund or wouid reduce 
either the amount of private sector domestic credit or reserves), 
and 3) that 10 percent of the amount of locai 
transferred into the OE trust fund. 

These assumptions result in the following income projections: 

Planned Cash Transfer 
Per Last ABS 
($ Millions) na na na 24 26 16 15 10 0 0 0 

Planned OE Trust 
Fund Monetization 
@ 1 00/o ($ Millions) na na na na 2.6 1.6 1.5 1.0 0 0 0 

Estimated Exchange 
Rate, end of FY na na na na 129 151 176 205 na na na 

Planned OE Trust 
Fund Mmtkation 
(LC M i l l b )  na na na 238 335 241 264 205 0 0 0 

On the expenditure side, the OE locai currency needs are shown below. 
rs lncrease w e  i w o n  o es r-om mreductions. In 

fact, office operations costs, which co=e about one third of total OE costs, are 
essentially fixed, assumin the Mission continues to occupy its present quarters. This is a a likely assumption since t ese quarters are rent free. 



Taken together, these income and expenditure projections, (plus interest earnings 
which are not shown year by year) result; in the following estimated unexpended OE 
Trust Fund balances at the end of each fiscal year: 

The exhaustion of the OE Trust Fund in FY 1998, together with other assumptions 
as described above will cause a sudden jump in OE dollar needs to $4.30 million. 

, m i . 8 s i o n  is as~umi no control levels UII be plwed on Qg local currency 
e lev&%ntrol levels which would not permit the expenditure 
would result in a reater dollar requirement which is not likely to be 

managing Mission programs. 
a met, or reductions in Misrsion staff, whic would lead to serious vulnerabilities in 

The point of all of this is that some fundamental long range decisions about the 
future size of this Mission and about the future use of the physical facility must be made. 

with 
HCOLC. 

such as ROCAP 
Thls would avoid future rental 

costs for this Missbn, and save rental costs for those Mces moved. Besides a first 
sical plant, Coda Rica offers security, a well trained and reasonably priced 

labor om,  excellent telecommunications, good housing, and no hardship differential class P 
costs or COCA'S. 

However, any offkes rnovin into Costa Rica would have to bring their own dollar g, OE resource@, because it would inappropriate to use Costa Rican HCOLC to fund 
operating ccW3 not related to tho Costa Rica bilateral Mission, and because after FY r 
1997 there won't be any HCOLC left. . .. 



UWAID COSTA RlCA 
MISSION PERSONNEL 

MISSION PERSONNEL 

1990 1991 1992 1993 

FISCAL YEAR 

PERSONNEL CATEOBRIES 
m U 8 D H  OFNO" USPSC IFNPSC ITTOTAL 



0. E. BUDGETS FY90 - FY93 
DOLLAR8 - MILLIONS 

66 
. _ -. _ - - - -  - - - 

FY-91 FY-92 
FISCAL YEARS 

FC-100 @ FC-200 FG-300 FC-400 

IZZ FC-600 0 FC-600 TOTAL 





A. USES 

LOCAL CURRENCY UTILIZATION - 1991 
($000 equivalent based on estimated disbursements from the Central Bank Special Account) 

SOURCES 
ESF PL480 1 PL480 11 PL480 111 SEC. 416 OTHER TOTAL 

HG Budget Sector 27,692 277 - - - - 27.969 

AID OE Trust Fund 2,630 - - - - - 2.639 

AID Proj. Trust Fund 4,872 - - - - - 4.872 

Section 108 - *1,100 - - - - 1,100 

TOTAL 71,231 14,578 - - - - 

Public Sector 53,655 13,000 - - - - 66555 

Private Sector 17,576 1,578 - - - - t 9,1S 

TOTAL 71,231 14,578 - - - - 85,- 

Estimated exchange rate of C90.0 to $1 -00 



A. USES 

LOCAL CURRENCY UTILIZATION - FY 1992 
($000 equivalent based on estimated disbursements from the Central Bank Speciai Accourrt) 

SOURCES 
€SF PL 480 1 PL 480 ii PL 480 lil SEC. 416 OTHER TOTAL 

HG Budget Sectnr 18,234 2,902 - - - - 21.136 

AID OE Trust Fund ~,m - - - - - 5.ooO 

Section 108 - 1,025 - - - - 1,025 

Other (C.U.P) - 375 - - - - 375 

TOTAL 33,882 13,985 - - - - 4 7 . ~ 7  
0- ==a== - 

Private Sect .>r 15,648 1,500 - - - - 17,148 

TOTAL 33,882 1 3,985 - - - - 47.867 

Estimated exchange rate of C100.0 to $1 -00 





AAP4 
Subtotal 

Loan) 
[Grant) 

e- 
Subtotal 

Loan) 
[Grant) 

Health 
Subtotal 

Loan) 
[Grant) 

m- 
Subtotal 

Loan) 
[or ant) 

B1P.S 
Subtotal 

Loan) 
[Grant) 

Education 
Subtotal 

Loan) 
[Grant) 

v~ronmmt 8 Enercl.u 
Subtotal 

Loan) 
[Grant) 

Subtotal DA 

153) 

PROGRAM TOTAL 

[tA) 
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4. C l a r l f I e a t i m ~ . e n C r l t i c a l . S r 9 ~ m B 1 ~ ~  The Bureau and the Agency 
are ~?~tilI working through l ~ t & l ~ ~ y & & ~ ~ f  " f " " m m Q F  that will 
necessarily im act in eubstantial ways on field miss on planrring. e Miesion realizes P that full or fina answers ma not be avlrilabie on aome of the eubjects mentioned, but we t wish to raise some of them era for guidance u dates and the discuaaion and heightened 
awareness value that the Action Plan format a fP ords, 

(a)PQQ", The le lsiative package for EAI is ap arently still a long way from fully B formed and agreed on. hllosophical agreement with t ! is admirable new initiative is 
easier at this point than plugging it into our day-to-day planning for the Action Plan period. 
The Mission has concentrated its portfolio In the areas of trade and Investment 
development and ENR management. There are significant externalitlee to be ained by 
clom, even formal, association of our program with the EAI in these areas. W at options 
andtor mechanisms are shaping up that can facilitate this? 

I! 
(b) How PL-480 I (the old Title I) will be mana ed and what access to 

associated local curre-haw? From another angle. b L-480 Title I (old 
definition) resources have been an important part of the balance of payments assistance 
to Costa Rica in recent years, Qivan the sharp dropoff of ESF dollars, being able to factor 
into our planning for US assistance a continuation of this kind of assistance at predictable 
levels (as well as access to associatsd HCOLC for program counterpart and support) is 
vital. 

i c) What new or expanded options are shapin up in the debt area under lh the Al or elsewhere that can be atxessed by the ission and on what terms? The debt 
forgiveness issue is of considerable importance to this Mission because of the 

sta Ria's official debt and because of the rich opportunities in WR manag- 
uses* 

(d) What options are available for Missions at a time of much lower and possibly still 
declining €SF resources to deal with CAPS mo ? The mortgage is $1 1 million set 
to come out of scarce ESF over this Action Plan% and in the face of 
priorities in the Mission's strategic ap roach to training as a development P CAPS be flexible enough for us or wi I it be a static element in our podfolio? Can funds for 
CAPS be over and above our planned €SF allocations? 

5. ~. edfortheActionPla~n r i d  
(about $9 millbn a year), to str- 

of C o m n a l  mn on a new FAA? 

F allocations would be elpful. 
effort to eliminate functional account for DA? Also, whist are the 



B. Encourage r vigomua 
rc8poose by tbe paivw 
sector to a favorable poky 
enviroluna 

-- Rotectioaist tax and other incentives 
hvcxing import substitution reduced 

-- Private investmr~t increased -- Poky dblogu cnmrJkted m m e  
restrict- to private W 
acdir (OPS 1/91) 



Objective L B. (Continued) 

Eocourage a vigorous respollre 
by sbe private sector to a 
favorobk policy environmeot 

- Enknrrrre access to resources nmlcri 
by the disadvantaged in order to 
pvticipate actively in the economy 



- Swainable use practices adopted 
in ecologically vulnerabk areas 

- Establishment of an environmcnmlbmd 
resolrrces and economic poky mvironment 
which fwters sustainabie development and 
preservation of ecologically vuhaab1e 
areas. 

- 4 s h o r t ~ ~ W i u g o t h e  
U.S. u m h  CAPS (GDO 12/91] 

-1 60 long-tam participants will 
be selected and sau for naining 
(GDO 

- WOa with hvo couawpart agencies 
( N a r i O D a j P a r L s ~ a n d  
Executiyc wasenbed Group) to 

tbtir place m tbe 
instinJtiaorl frrmewadr md tbtir 
capabiiitia to impkmau thir 
PwP=- 



A. Encmgctbe 
l m e q u m b g  of competent 
civilian government 
inatitutiolre that will merit 
the -e of political 
and military h d a ~ ~ ,  
citizens. and imr~fmr.  

- hmcased role of private s t o r  in 
provision of public goods and services 

-Effectiveness and strength of legislative 
branch improved. 

- Ability of executive branch to impose 
fiscal accarntability improved. 

- Strcngtbened rule of law via better 
trained judges and ~ ~ O S ~ C U ~ O C S  and 
accurate, widely available legal 
information system. 

- Policy dialogue to revise the 
Privafimticta Law compkted 
(OPS 6/91 1 





ANNEX B - 

Objective I. Support the achievement of 
broadly-based sustainable economic 
growth. 

A. Encourage t'he adoption of and 
continued adheronce to economic policies 

investment, productive 
and export-led economic 

B. Encourage a vigorous response by 
tho privats sector to a favorable policy 
env~ronment. 

0250 ESR X - Trade and Investment (FY 
91 1 
0241 PATS. Policy and Training Support 

0247 Financial Sewices (FY 91 start) 

PL 480 T InE I. Balance of Payments 
Support 

51 5-0257 IESC OPG International 
Executive service Corps 

021 2 Training for Private Sector 
Development. 

0263 Training for Development (W 92 
start;). 

0246 ACDl OPG Agricultural Cooperative 
Development International 

59601 29 Regional Agricuttural School foc 
HumM Tropb 

51 5-0259 Private Power Generation. (FY 
93 start) 

51 5-0264 Private Solid Waste 
Management (FY 92 start) 

ESF CODESA Dhresttture (HCOLC) 

PL 480 Section 108 Credit. 

ESF §pedal Credit lines in the Banco 
Central de Costa Rica (BCCR) 



C. Encourage accelerated opportunitles 
for increilsssd participation in the economy 
by the hi:storically disadvantaged. 

ESF CINDE (Coalici6r1 Coatarricenae 
para lniciatlvas de Desarrollo (HCOLC) 

€SF FUNDEX (Fundacibn de 
Exportacionee) (HCOLC) . 
0237 Non-traditional Export Technical 
SUPW~~ # 

ESF Coffee Technification & 
Diversification (HCOLC) 

ESF National Housing Mortgage Bank 
(BANHVI) (HCOLC) 

0258 Cooperative Housing Foundation 
( C W  

01 68 Family Planning Self-Reliance 

0261 Population Sector Consolidation 
(FY 92 start) 

0253 Substance Abuse 
AwarenessEducation OPG 

ESF Classroom Renovation (HCOLC) 

ESF School Computer Program (HCOLC) 

0242 Central American Peace 
Scholarships 

0254 CAPS II 

0235 Northern Zone Consolidation 

0227 OPC3 American Institute for Free 
Labor Development AlFLD 

0252 Support to PVOs ACORDE, OPG 

€SF Asociaci6n Costanicerase ara 

("&LC) 
8 Or anizaci6n de DesaWo (A ORDE) 

Special Development Fund ESF (HCOCC) 



D, Encourage preservation and 
sustainable use of the natural resource 
base, 

0243 Forest Management for Stable 
Environment 

(0235 Northern Zone Consolidation) 

0246 VVatershed Management Project. 
(FY 91 start) 

0249 OPQ, Caribbean Conservation 
Csrpot atlon 

0255 OPQ. BOSCOSA Forest 
Consmation & Management of the Osa 
Peninsula 

0260 ESR XI Natural Resource Sector 
(W 92) 

OBJECTIVE 11. Support the evolution of 
stable, democratic societies. 

A. Encoura e the strengthening of 
competent civi ? ian government institutions 
that will merit the confidence of political 
and military leaders, citizens, and 
investors. 

B. Encourage pluralism, tolerance of 
opposing vkm and s 
democratic vahreg on ?OM" e part of non 
governmental bodies, including the press, 
community organizations, labor unions, 
and business assodatkns. 

OBJECTIVE Ill. Re nd to needs for 
international cooper ix n in addressing 
specific challenges to the attainment of 
broadly-based sustainable economic 
growth and the evolution of democratic 
societies. 

Public Sector Efficiency Pro ram 
(financed under PATS 51 5- 241 and €SF 
HCOLC) 

8 
-- Labor mobility -- Customs modernization -- Pension reform 
-- Budget Process reform. 

0268 ESR XI1 - Public Sector 
Responsiveness 

0244 Administration of Justice 

598-0642 & 597-0002 Regional 
Admistration of Justice 

0267 Legislath Support. (FY 92 start) 

NONE 

NONE 


