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. RELATIONSHIP OF THE BUREAU OBJECTIVES ANDR THE COUNTRY STRATEGY

A. Mission Strategy Statement and Strategic Objectives

The ’ rthe 1990Qs is to assist Costa Rica to deepen and
expand #ts base of free market croaconomic and trare and invastmaent
policies, seeking to complete the transition from h 3
sustainable and self-reliant international trade and ps.

The strategy builds on the substantial macroeconomic stability and growth gains
made over the 1980s, the strength of Costa Rica's democratic processes, and its well
deveioped socioeconomic systems and infrastructure, as attested to by the performance
data cited in the Country Performance Table (Part ll, Table Two). Given the gains of the
last decade, Costa Rica'’s prospects for achieving self-sustaining growth in the 1990s
must be considered good, but are heavily contingent on completing the policy and
regulatory reforms and expansion and maintenance of the intrastructure networks
associalued with three strategic objectives: U)_%ﬂyam_s_egmtl_ed_exmmm; (2)

. ,and (3 i | sustainabl
economic uses of natural resources,

B. Qverall Strategy Implementation Plan

Planned U.S. economic assistance levels over the FY 1992-93 Action Plan period are
sharply lower than those available over the last half of the 1880s. With the exception of
three million dollars for family planning to help complete a transition to financial
self-sufficiency in this important program, all assistance will be allocated to activities
supporting the three Mission strategic objectives. The policy dialogue will be directed to

maintenance of sound macroeconomic policies, and such other continuing llcy and
regulatory adjustments as are necessary Mmﬂaﬂummlﬁqamm
share and competitiveness in areas of comparative economic advantage, and |

improve publi jonal and al policies. These two objectives --increased
trade and investment and more responsive government-— are closely interdepandent, the
more so in the strained foreign exchange and demestic financing situation in which Costa
Rica will continue to find itself in the early years of the 1990s. sta Rica's success in
allocating its scarce financial resources to keep moving both objectives ahead in the aarly
1990s i3 the key to achieving the fuller strategy for the 1990s.

ompismemary 10 1Ne omner two opiectives 1S B DO DQUIAIOINY ang resg © DACK3AS
jedicated 10 the environmental angd natural resQuUIces ‘3'1 DOIeCHvVE [NIS program

SOOI oL 12 UG 1Q{1YS RUTL Vi BNg SUs G S e G IG
mmm% Continuad direct U.S. economic assistance combined with debt
relief and trade ben within the framework of the Partnership for Democracy and
Development (PDD) and the Enterprise for the Americas Initiative (EAI) announced by
President in June 1990 will ultimately expand the resources availabie for each
element of the strategy, will move the U.S/Costa Rican economic relationship further
away from concessional aid and more toward expanded trade and investment, and will
enable the GOCR to further implement very difficult and potentially sensitive public sector
employment level reductions and restructuring. it should be recognized, however, that
direct U.S. assistance is likely to decline faster than the benefits of the EAIl and PDC
become available, thus creating a short to medium term resource gap for the GOCR. i
should also be taken into account that as U.S. assistance levels drop, so too may our
leverage with the GOCR.




Building on the generally favorable macroeconomic policy framework already in place, the
Calderon Administration since taking office in May 1990 has embarked on a course of
well-directed but politically perilous fiscal and public sector employment reform measures
intended both to arrest dangerous levels of deficit spending and to restore a heaithy
balance between recurring and capital expenditures. Concurrently, the Calderon
Administration is negotiating in the spirit of the PDD to position Costa Rica in tha front
ranks of Latin American nations prepared to take advantage of the EAl. For example, in
early December a bilateral trade and investment framework agreement to lead to a Free
Trade Agreement was signed, only the second in Central America. The Mission's
resource allocation plans and policy dialogue with the Government of Costa Rica are
completely compatible, indeed highly complementary, to ongoing IMF and World Bank
activities. This policy synergy among the major donors, including the IDB, Is a critical
factor in Costa Rica'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 reforms.

The strategy envisions modest levels of ESF support thrcughout the Action Plan
period to demonstrate U.S. su Kort for these tough policy actions and to facilitate Costa
Rica's full participation in the EAIl. 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 coopoaration as well as to provide technical and
financial support appropriate to a country approaching ADC status.

C. Mission Strategy Linkage to the CDSS and LAC Objectives
The Mission strategy and strategic ogjectives as presently stated evolve easily from
those in last year's Action Plan and prior documents, including the CDSS update prepared

in 1988. 9 themes of priva ctor-led economic growth, sus

mnagmmm_and_puhus_s_eﬁnmﬁlﬂensﬁmnmuaﬂd. Perhaps the greatest change over
the last several years is the degree to which these objectives have becoms more

progressively attainable. At present there is near complete agreement on the strategy and
objectives between the Mission and the Government of Costa Rica. The fit batween the
Mission strategy and objectives and those of the Bureau is equally good. The Bureau’s
emphases O:ZI) growth in trade and investment with diminished reliance on concessional
assistance and (2) streamlined, more responsive government precisely mirror Costa
Rican intentions and prospects, as does the emphasis oii shared world interast in
preservation and sustainable economic uses of natural resources.

Annex A to this Action Plan is Table One, the Mission’s initial Implementation Workplan
detailing the key actions the Mission pians to pursue to ensure progress iz made toward

attainment of the overall strategy an ectives. Thlm'nrﬂementa ion Workplan is
subject to continuing updates to reflect changing or evolving situations. However, in ak
circumstances, it will continue to adhere to its purpose of defining and tracking all
importam actions related to the achievement of the established Buraau and Mission
objectives. The more important elements of the Workplan are already or wiil be
subsumed into the more ?eneral Ambassador's Statement of Goals and Objectives
compiled to reflect overall Country Team direction and U.S. policies. "~




Il. PERFORMANCE RELATED TQ LAC BUREAU OBJECTIVES

A. Table Two: LAC Performance Ratings Summary. FY 90

Country Overall Overall Macro Social Envirori Dem & HR
Perfom Paerform Policies Services m Commit
Ranking (100%) (50%) (20%) (10%) (2C%)
Costa Rica 1 82.9 38.0 16.9 8.0 20.0
Jamaica 2 79.7 39.5 16.2 7.0 17.0
Belize 3 77.0 39.5 14.9 5.0 18.5
Panama 4 751 39.5 16.6 5.0 14.0
E. Caribbean 5 74.5 35.3 15.2 6.0 18.0
Bolivia 6 74.0 41.0 12.5 5.0 15.5
Honduras 7 72.6 344 18.7 7.0 15.5
Colombia 8 70.3 36.1 16.7 5.0 12.5
El Salvador 9 70.2 40.7 12.0 5.0 12.5
Ecuador 10 69.7 32.0 13.7 7.0 17.0
Peru 11 61.1 31.9 11.7 5.0 12.5
Dom Republic 12 56.7 21.2 15.0 5.0 15.5
Guatemala 13 53.9 23.7 11.7 6.0 12.5
Haiti 14 51.4 28.6 11.3 5.0 6.5
Nicaragua 15 49.7 16.0 14.7 5.0 14.0
Guyana 16 46.6 19.5 14.6 3.0 9.5
Eastemn Caribbean by Country
Antigua 63.7 26.1 16.1 6.0 15.5
Dominica 80.5 40.0 16.0 6.0 18.5
Grenada 64.7 274 14.3 6.0 17.0
St. Kitts 76.2 36.6 13.6 6.0 20.0
St. Lucla 82.2 41.5 16.2 6.0 18.5
St. Vincent 79.7 40.0 15.2 6.0 18.5




LAC Obiecti
Objective L  Support the achievement of

broadly-based sustainable ecomomic growth

SUB-OBJECTIVES
A.  Encourage the adoption
of and continued adherence

to economic policies that
promote investmeat, productive
employment, and export-led
econoinic diversification.

B.  Encourage a vigorous
response by ti:e privat
sector (o a favorable policy
enviroament.

C.  Encourage accelerated
opportunities for increased
participation in the economy

by the historically disadvaniaged.

-- Protectionist tax and other incentives
favoring import substiiution reduced.

-- Trade procedures liberalized.

-- Private investment increased

-- Enhance access (o resources nesded

by the disadvantaged in order to
participaie actively in the econemy

--Tariff ceiling progressively reduced
from 40% to 25% by the ead of 1993

--Grain marketing substantally
handled by private sector t;
mid-1994

--Application of impoit tax
exonerations progressively reduced
over AP period.

~-Coatinued annual growth of NTE by
10-15% over AP period.

--Annual fevel of AID-assisted
investment in new NTE actvities
of $175 million.

--Return non-financial public secior
mvestment levels in economic and
sccial services, from 2.9% of GDP
in 1988 10 4.5% of GDP in 1993.

--Retain critical mass of meaaingful
social sector outputs besefiting the
disadvaniaged, including:

100% of family planning financing
covered by GOCR and Costa Rican pri-
vate sector service providers by 1993,
Substantial progress over the Action
Plan period toward effective capital-
izatioo for PVO-administered microen-

t%nsc leading programs.

300 Costa Ricans sent to U.S. for
training {220 shoc-term and 80
loag-tesm) for F¥'s 91-93.

- -



LAC Obiecti

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

OBJECTIVEIL Support the evolution of
e, _ Suppor

A,  Encourage the
strengthening of competent
civilian government
institutions that will merit
the confidence of political
and military leaders, citizens
and investors.

Stralegic Objectives

--Sustainable use practices adopted
in ecologically vuinerable areas

—Establishment of an environmental/natural

resources and economic policy environment

which fosters sus:ainable development and
preservation of ecologically vulnerable
areas.

~Increased role of private sector in
provision of public goods and sesvices

--Ability of exerutive branch to impose
fiscal accountabilty improved.

—Effectiveness and strength of legislative
branch improved.

—Strengthened rule of law via better
trained judges and prosecutors and
accurate, widely available legal infor-
mation system.

Mission
Indicators

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

--A minimum of 10 communities managing
their micro-watersheds and water
systems in critical upland water-
shed areas by end of 1993.

--At least 7,000 hectares managed ac-
cording to officially approved
forest management plans by 1993.

—Complete legal framework of National
System of Conservation and the
administrative framework also in

place and beginning to operate by
end of 1993.

--Size of public sector wage bill
reduced from 11.7% of GDP in 1990
to 10.6% by 1993.

~GOCR deficit reduced from 5.1% GDP
in 1990 to not more than 1.5% m
following years.

—Rationalizaton of pension sysiems
to assure financial viability in 1993.

—Executive and Asamblea decision/
budget coordination improved.

—Judicial School and Legislative
Reference System fully suppcried in
GOCR justice sector budgets by 1992



LAC Objectives Strategic Objectives

B. Encourage pluralism, None
tolerance of opposing views

and support for democratic

values on the part of non

governmental bodies, inciuding

the press, community

organizations, labor unions,

OBJECTIVE IIL. Resgpoad 0 aceds for
iniernational cooperation in addressing
specific challenges io the attrioment of
-based sustainable economic growth
and the evolution of democratic societica

A. Coatribute to the Noae

B.  Support USG foreign None
policy initiatives that can

benefit from AID resources and

expertise, such as disasters,

epidemics, and resettlement

of displaced persons.

None



C. Program Parformance Namative
Introduction

In the spirit of the revised Action Plan's increased emphasis ori measuring program
impact rather than project outputs and to complete the transition of attention to the
reformulated LAC Bureau objectivas, this s_on performance over the last
year against th . The Mission is pleased to note this
exercise has not proven too ditficult nor disruptive as the Costa Rica program was already
well into a much similar transition to the 1990s. In this 3cenario, Mission planning reflects
an activities mix and resource allocations dictated by the evolving nature of the program
as Costa Rica moves closer to self-sustaining growth and concessional aid levels
decrease. Maximum impact on the three Mission strategic objectives is sought over this
Action Plan period «hile there is still an adequate level of ESF balance of payments
assistance to help with foreign exchange and domestic financing shortages that are
expected to remain critical over most if not all of the Action Plan period.

a) Accomplishments During the Political Transition. (Sub-Objective A) The last year
was a particularly important one in accomplishment terms against LAC Objective . On
February 4, following eight years of Social Democratic administrations, the Christian
Democratic party won the Presidency and a slim majority in the Asamblea (Costa Rica's
unicamesal legislature). Despite the lame duck period between February and the
inauguration on May 8, a considerable amount of progress was made. r‘i!he most visible
highlight was completion of final details and terms for rcial debt

. Through the FY 1990 ESF program the U.S. contributed $33 million to the $205
million needed to complete the deal. This debt was bought back at some sixteen cents on
the dollar and eliminated a serious obstacle to Costa Rican economic development and
eventual restoration of its external credit worthiness. Nevertheless, Costa Rica stil
carries a high service burden in official debt, totalling $2.9 billion and representing almost
60 percent of GDP.

b) Strengthening the Policy Dialogue. (Sub-Objeciive A) Less immediately visible, but
also important and successful were Mission initiatives to provide orientation and transition
assistance to the new Administration in understanding the economic challenges ahead
and formulating appropriate policies. Private individual briefings and one to the entire new
cabinet allowed them and Mission personnel o forge valuable understandings and
worklng‘ralaﬁonships. A Mission-sponsored three-day international economic confererice
in late March brought together top Costa Rican and world experts to review Costa Rican
economic performance in recent decades and to discuss what the poll? agenda should
be for the 1990s. This major program evaluation provided the new leaders

best advice avallable, but a au S aform program &
as particularly useful given the need to be able to

- Q1%
achleve public acceptance for it. This w
justity walking away from much of the highly populist rhetoric of both parties in the slection
period. U.S. resource and technical assistance contributions in this critical transition
period helped ensure a continuation and even a strengthening of sound policies.

c) The Austerity Program. (Sub-Objective A) The Mission’s policy dialogue has played
an important part in the Costa Rican Government's proposal to the IMF, under which the
Calderon Administration has undertaken ar: extraordinarily difficult package of price hikes,
wage restraints and reductions in public sector expenditures and employment levels, with
bined deficit reduction i I four 1 | " luded U.S. budget



cuts. A 1990 fiscal deficit inherited from the prior Administration and running at 7.1

gercent of GDP at mid-year has been cut to slightly more than five percent, and a plan to
ring itto | to 1.5 percent in 1991 has been

ggndm?,nm Stand-By agreement. Success in this Is also critical to continuing World
ank disbursements under SAL Il and to negotiating terms for a SAL Ill centered on

improving Costa Rica's long term trade and Investment prospects.

d) Private Importation of Grains. (Sub-Objective A? In mid-November 1990, after
several years of progressively tighter PL-480 seif-help conditionality, the GOCR
completed action to allow private sector traders to import directly yellow corn, effectively
ending a forty year old state monopoly over the importation and marketing of basic grains.
To clear the way for participation of private traders in this important segment of the grain
market, the GOCR eliminated all import licensing taxes and other non-tariff restrictions.
Subsequently, two gioups of private traders contracted to import 28,000 metric tons of

ellow comn for December delivery. These actions are expected to iranslate into enerally
ower animal feed prices and lower consumer prices for related products. They should
also benefit U.S. agricultural exports.

e) Continued Private Sector-Led Economic Growth. iSub-Ob]ective B) Under the
impact of low fore 3n exchange reserves, the ongoing fiscal crisis at home, external
conditions, and reduced public sector spendlnqi economic growth for 1990 is expected to
be in the range of 3 to 4 percent, down from 5.7 percent for 1989. Despite these
pressures, the new Administration followad through with a previously planned $27 million
initial commitment of ESF-related HCOLC to a fund (FUNDEX) to support an expanded
private sector-directed investment and export development pro%am. he value of
nontraditional exports (NTE) grew by 20 percent during 1990. The Mission is working
closely with key high level R officials and private sector leaders in the development
of a policy agenda for the FY 1991 ESF cash transfer, which addresses tariff reductions
and improvements in the investment climate. Additional resources are being allocated to
a package of activities, including sector evaluations and studies of past efforts, leading to
a Spring of 1991 national level confarence for trade and investment policy similar to that
held in 1990 for general economic policy. All of this is being camudl}mmluamnh
World Bank offictals working on the SAL Il proposal which will also focus on trade and
investment. Also during 1990, the Mission reached agreement with the new Government
to go forward with the Financial Services Project. The project has been designed to
further deepen the Mission’s long-standing dialogue on financial sector reform as well as
to assist the Central Bank to establish a system of prudential supervision for non-bank
financial institutions, principally cooperatives and credit unions.

-] e most important Mission initiative tow 8S e, from a
e pc'polnt of view, is the policy dialogue and conditionality ainlg?gtum
solving the currant very serious fiscal difficulties and
govemnment spending between recurrent anc capital costs. In this sense, Mission
activities here pertain as well to fiscal sub-ob o8 of LAC Objective | and the
strengthened government operatioris sub-objective of LAC Objective !l directad at broader
sharing of the benefits of growth.

Existing data indicate that the lower two deciles of income eamers have benefited
proportionally more than other groups from the growth of the 1980s. There is no doubt
about the continued national commitment by all parties in Costa Rica to equity issues, but
there is also lithe doubt that lack of investment in national socioeconomic support systems
(education, health and communications networks) in recent years is impacting adversely
across the board and logically more so on the least advantaged groups. Modest 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.




9) Environmental and Natural Resources (ENR) Management. (Sub-Objective D) In
990 measurabie and meaningful progress has been made In a number of ENR activities.

th Tr'\:) BOSCO"SyAbOP% h?s lnltl_md malna ?me'm ofb450 hectares of forest lands
rough community-based plans. This project is also about midway through a year-long
ecological agsessment inventorying the biodiversity of the Osa F’ec%(lnsule\.g

-- The Tortuguero Project completed a land-use regulatory plan for the areas
surrounding the Tortuguero National Park and has treined local residents to serve as
guides and custodians in the park and beach areas.

--  With the Cordillera Development Foundation (CDF) riow established and statfed and
Price Waterhouse putting in place accounting, administrative and personnel policies and
procedures, the FORESTA project is underway. For 1991, the CDF will initiate its first
annual workplan to undertake basic repairs and upgrading activities for three major
national parks.

--  Resulting from prior Mission efforts, a new law was put in

to effect in 1990 allowing
edxa&ammrfm_dusammalmmnuummnnmmm- As a first result, the EI

iejo sugar re iner(y wiil be selling cogenerated power this harvesting season. ACOPE
(the Association of Small Energy Producers) has been formed to promote further activities

under tne new law.

--  Mission policy design efforts for the FY 1992 ESF program center on further
developing the legal, regulatory, institutional and resouirce base for the ENR sector.

2. LAC Objective Il - Support the Evolution of Stable Dernocratic Socleties

The Mission views this objective as inclusive of a hmadguhgme_oimd_memg_m in
addition to the more commonly mentioned democracy sector themes of electoral, judicial
and legislative improvements. As such, there are close linkages to the fiscal policy
s#b-objelctives in LAC Objective I. However, by placing Mission strategic objectives here,
the Mission wishes tc a a Cle o[ ONn be 96N the 6

3 Public Sector Restructuring. (Sub-Objective A) With significant help from the
ission through programming and reprogramming of host country owned local currency
(HCOLC) associated with dullar cash transfers,
ST O :.lll:ll..l‘: HIIOTS 1*j11 O.‘:; ‘:. 1 Ul i :||0l:;.‘0|'0.“| .‘."l.:n
...:-:.l:l;“m'\q: Bl i gl 14 o [OSDOINS g £ L] ::”‘\0‘ RIIU UIoalt z 2y 104
: Y AIVAID SOCION DIVVISIIL U KIS dlll 5¢C L. AHHCOL ﬂ"ancgd
progra help reduce public sector empioyment by 7,000 positions by June is the most
visible Mission contridution to GOCR public sector restructuring thus far.

b) Pension Refoim. (Sub-Objective A) Planning for pension reform,

: DS and cost containmerit, is also proqrossin
istacto 1991 may see implementation of important measures in this respect.
Key public and private sector policy and opinion makers participated in a number of

Mission-sp BS & vation trips in 1990 aimed at researching options for
GOCR pension reform. Mission-sponsored technical assistance included the drafting of a
new law (soon to be submitted to the Asamblea) and six Executive decrees aimed at
simplifying the hi?hly complicated public sector pension systems (19 in all). Another draft
law looks at the viability and integrity of private sector pension systems.




c) Justice Sector Improvement. (Sub-Objeciive A) During 1990 the Miasion-suppcrted
reorganization and expansion of the Judiclal School of the Supreme Court took hold
firmly. The recent alevation to the Supreme Court Presidency of the magistrate leading
this offort is hegnlq%to assura that the judiclal brarch includes the full operating costs in its
budget by 1992. The Lawa-in-Effect reference system located in the Attorney General's
office is progressing on schedule for an FY 1992 startup.

d) Legislative. (Sub-Objactive A) Training syminars for the Asamblea professional staff
continued through 1990 and the dialogue on a possible longer-term project to address the
need for management and operational modernization has progressed to the point where
an FY 1992 startup looks feasible.

3. LAC Objective lll - Country Team and International Donor Cooperation

While the Mission lists no specific strategic objectives or indicators under this LAC
objective, the spirit of the objective is covered in several ways. The Mission cooperates
closely with all other USG Country Team elements in areas of shared interest and, where
feasible and permissible under the FAA, is also supportive in resource terms. Such
actions are included undar the more general Ambassador's statement of goals and
objectives. In particular, coordination includes economic, environmental, and trade and
investment policy considerations. Most recently, a

has been signed. Considerable Country Team attention over the
Action h’lan period is to be focused on trade and investment policy and practices more
generally.

The Mission hias also been an active and important player in the Country Team's
effort to bring to succeseful conclusion ten long-standing expropriation cases invoiving
American citizens. Over the past year, the first two cases were successfuily resoived and
paid by the GOCR. The Calderon Administration has continued to move forward in thie
area wh the recent establishment of a process of domestic arbitration for the balance of

the expropriation cases.

Additionally, the Mission provides support to important functions of other USG and
A.1.D. units with regional and international outreach, such as the Department of
Agriculture, the Office of Foreign Disaster Assistance (OFDA) and the Regional Offices for
Central America and Panama (ROCAP). The Mission ailso provides selective support for
broader USG drug prevention programs.

Given Costa Rica's advanced democracy and socloeconomic structure, coordination

with other donors is focused principally on a shared economic policy agenda and specific
associated resource allocations which are covered under LAC Objective |.

Finally, the Mission is playing anéné%gral role, together with the Embassy Political and

Economic sections, in promoting the R’s positive participation in and support of the
EAIl and PDD.

-10-



. NEW PROGRAM INITIATIVES
A. Qverview Statement.

Based on current strategles and plans, the Missicn will design five new projects and one
amendment in 1992, and two new projects in 1993. The Mission would also like to be
responsive to at least one appropriate PVQ) act) opan
reprogramming options for up to one million dollars each year for this purpose.

Activities proposed for funding over the Action Plan period reflect Bureau and Mission
strategic ob]ecﬂves':'rrivate sector-led economic growth, sustainable ENR management
and public sector efficiency. Population Sector Consolidation (515-0261) is intended to be
the last input in this sector and Is directed to attainment of cost self-sutficiency in the
program. Two projects are initiatives which further the effective participation of the private
sector in the provision of public services (Solid Waste Management, 515-0264 and Private
P , 515—0259?. The Natural Resources

(515-0260) focuses on effective and consolidated management of Costa Rica's
public-owned natural areas. Two initiatives seek to deepen and extend progress made to

date in public sector reforms (EQH%_and.ILalnlnﬂ_Supmn. 515-0241 and Public Sactor
Responsiveness Program, 515-0268). Finally, the Legislative Support Project (515-0267)

is a new initiative complementary to onyolng efforts to improve public sector operations.
Following is a listing of FY 1992 and FY 1993 intended new starts or amendements.

EY 1992 PROJECTS

Policy and Training Support (515-0241) Amendment LOP - $ 7,000 PSEE (G
(This amendment $2,000)
Natural Resources Sector

Development Program (515-0260) New LOP - $26,000 ESF (G)

Pop. Sactor Consolidation (515-0261) New LOP - $2,000 POP (G
raining for Development (515-0263) New LOP - $5,000 EHR (G
Solid Waste Management (515-0264) New LOP - $ 1,675 ARDN (G)
Legislative Support (515-0267) New LOP - $ 3,000 PSEE (G)
FY 1933 NEW PROQJECTS

Private Power Generation (515-0259) LOP - $ 1,075 PSEE &G)
Public Sector Responsiveness Program (515-0268) LOP - $26,000 ESF (Q)
B. EY 1992 initiatives:

These project starts are critical efforts to help Costa Rica enhance its public sector
responsiveness; consolidate management and financing of its national protected areas;
enable public and private institutions to responsibly provide effective family planning
services; deepen its human capital base 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 legisiature.

The proposed amendment to the Eoummmm?_summmm (515-0241) will
include continued technical assistance and training in programs dedicated to Labor

Mobility from the public to the private sector, reform of the current financially
urisustainable public sector pension system, review and revision of the national budgeting
system, and deepenin? of the ongoing reform programs in the National Customs Service
ard Controller General.

-11-



The uamtuannumuﬁmngelnnmanm%mm (515-0260) will consolidate the
management and funding mechanism of Costa Rica's protected areas which now sutfer
from burdensome administrative and budget structures. This sector program will
implement the joint GOCR/Mission strategy for integrating forestry, agriculture and
wildlands management in the major Rrotected areas and butfer zones, and complement
the resources expected under the EAI debt reduction program.

The Population Sector Consolidation Project (515-0261) will be a follow-on project to the
successful Family Planning Self-Rellance Project (515-0168). It will strengthen the
institutional foundations and financial practices that lead to longer term cost sustainability
and financial independence. This is expected to be the last major bilateral population
project in Costa Rica.

The Training for Development Project (515-0263) will work to deepen the human capital
talent base to support policy-based reforms and growth-orlented licies over the 15903
and beyond. Costa Rican leaders will need to take further steps In trade and investment
Follcles and practices to remain competitive in world markets and to encourage
nvestment. Also, they will have to shift government operations from Costa Rica's
traditional emphasis on big governmerit and state intervention to a leaner and more
responsive public sector and greater reliance on private sector provision of goods and
services. Training opportunities to be made available under this project will focus on
these two and similar national policy-based obLecﬁves. In effect, this project will help train
the generation of leaders and policy makers who wiil guide the country into the next
century.

The proposed S_Qlld,ﬂaale_Mana?ammLEmjaﬂ (515-0264) is an intervention which will
assist a consortium of municipalities to contract services of private firms for solid waste
collection, and sanitary landfill construction and operation. The project will also establish
4 preinvestment fund by which other municipalities may obtain funding for planning similar

waste management projects.

The Legislative Support Project (515-0267) focuses on assisting the National Congress
through a diagnostic study to develop a hew 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.

C. EY 1993 Initiatives:

These Froposod projects address the need to solidify gains in some areas and extend
efforts in others. One project start is planned to support Costa Rica’s increasingly evident
need for sufficient electrical power for both industrial production and household uses. The
other is a balance of payments program with local currrency generations being used to
foster further public reform.

The proposed Private Power Generation Project (515-0259) is intended to provide a
financing mechanism for power generation by the private sector and technical assistance
for load management improvements to increase power use efficiency.

The (515-0268) will provide balance of
payments support. Associated local currency will be programmed to finance improved
policy formulation and application in the ublic sector, particularly in support of efforts
identified under the Policy and Training Support Project (515-0241), including Labor
Mobility, Pension Reform, Budget Reform and Customs Reform.
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NEW PROJECT DESCRIPTION FOR FY 1992

B. Project Title: Policy and Training Support (PATS) - Amendment

Project No.: 515-0241

LAC Bureau Qbjective/Subobjectiva:

Qbjective I: Su%n the actievement of broadly-based sustainable economic
growth.

Subobjective A: Encourage the adoption of and continued adherence to economic
policies that promote investment, productive empioyment, and
export-led economic diversification.

Funding: $000) FY 1992: $725 (Q) Increase in L'JP: $2,000 (G
. ' g’otal OP: $7,000 (G) ) (@)

Eunctional Acct.: Private Sector Energy and Environment (PSEE)

A. Consistency of nroject with Miseion strategy: This amendment provides the
programmatic structurs and coherence to a series of activities that support the Mission
strategy through their impact on the ability of key public sector institutions to support the
efforts of trade liberalization and to achieve improved economic growth, while maintaining
important social programs intact.

B. Relationship to AID and other donor activities: This project complements the
covenants and conditionality of the ESR agreements, and provides the necessary
technical assistance and tralning activities raci‘uired to make operational many of the
rgguired changes that the GOCR seeks to achieve. IMF conditionality related to a
reduction of the fiscal deficit reflects a concarn in this area, and the World Bank follows
suit, with plans for a $40 miilion 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 program. IDB has a grant, to be implemented
through the OAS, for technical advisors for customs in specific task areas.

C. Relationship to policy objectives: This effort enhances the participation of the private
sector in the provision of appropriate goods and services. More effective government
services enhance the Costa Rican participation in the world economy.

D. Emjgﬂ.daagd%hn: The goal of the project is to support Costa Rica’s program ot
sustained economic expansion and the spreading of the benefits of this expansion. The
purpose Is 0 assist investment and export initiatives in support of the private sector;
improve formulation, planning and design; and support reforms of public sector
management/administrative system in Costa Rica through the provision of technical
assistance and training. e

Specific areas of focus include technical assistance and training for programe
dedicated to labor mobility from the public to private sector, reform of the current
overentitled public sector pension systems, review and revision of the curvent public
sector budgeting system, and a deepening of the ongoing reform program in the National
Customs Service.
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. This activity provides technical assistance to the operational aspects
of physica’ restructuring of public entities along lines that their institutional objectives and
modernization demands require. These institutlons, or parts of institutions, are designated
by the GOCR, as necessary for restructuring, and alternatives are explored to rationalize
the actions required by each institution. These actions may include privatization, internal
system improvements, reduction of programa,opersonnel realignment by technical
Lur;lct‘ltone. and othars, This activity is expected to have a positive impact on the fiscal

eficit.

: This technical assistance is aimed at another source of severe
fiscal deficit concerns, as many of the public sector pension systems are non-contributive,
and must be financed through general governmental revenues. The general objective of
the pension reform is to eliminate the pension-caused fiscal deficit and assure future
generations of their right to receive a pension. The specific objectives of the pension
reform are to unify the public sector systems under the regulation of CCSS/IVM (Social
Security Pension System); to eliminate the incongruency of the overentitied and
underfunded special pension systems of the public sector; and to regulate the private
sector initiative of the voluntary pension system.

Customs Reform: 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 periphery, and
concentrating on facilitating exports. The entry of Costa Rica into the GATT implies many
operationa! changes for which the GOCR is unprepared. Greater emphasis will be placed
on international iinkages with customs commissions on values, computer software,
classification, etc. Training of employees wiil be reinforced. This project will also continue
to assist the Customs Service modernize and automate its operations.

Budget Reform: The objective of this initiative is to develop a programmin% and
budgeting system in the Ministry of Finance (MOF), Ministry of Planning (MIDEPLAN) and
the Office of 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

rocedures to make the Executive Branch more accountable, and to decrease the ex-ante
involvement of the OCG. Managerial level accounts and reports will be developed to help
support the decision making process at the highest levels in government ministries.

Amendment Financial Plan:

Technical Assistance 960,000

Commodities 600,000

Training 440,000

TOTAL $2,000,000
E. Pla s: The technical assistance and training will be
by AID direct contract.

The first line counterpart entity is the Ministry of the Presidency. In addition to the
Ministry, other GOCR entities using the coordinative facility of the Ministry of the
Presidency'’s Office of Control and Follow-up (OCS), will be provided direct access to the

Project’s resources.
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F. Sustainability: The specific interventions in terms of technical assistance and training
are expected to provide a qroup of trained individuals in different technical fisids, and
operational systems that will be functioning with greater effectiveness and efficlency. The
activities that are financed 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 Reform, the changes in legislation and the design of new
regulations will support the sustainability of the pension system over the next ten years.
The implementation during 1991 of the Labor Mobility Program will lay the basis for the
GOCR to continue reducing public sector employment during the next three years. The
deficit reduction impact of these reforms will have a positive effect on the national budget,
helping assure sustainable economic growth. '

G. : USAID/Costa Rica requests that the Bureau authorize the
Mission Director to approve the proposed amendment to this project.
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NEW PROGRAM DESCRIPTION FOR FY 1992

C. Project Title: Natural Resources Sector Development (FY 1992 new start)
Project Number: 515-0260

LAC Bureau Objective/Subobjactive
Qbjective | Sumﬂ the achievement of broadly-based sustainable economic
growth.,
Sub-Objective D: Encourage preservation and sustainable use of the natural resource
ase.
Funding: ($000) FY 1992: $26,000 (G) LOP: $26,000 (G)

Type of Funding:  Economic Support Funds (ESF)

A Qms&mmmmm@m%: This program addresses the preservation and
sustainable economic uses of Costa Rica's remarkably rich but endangered biosphere,
one of the three main objectives of the Mission strategy.

B. ammm&nammﬂmmr_mmm: Natural resources and the
preservation of biodiversity are high priority areas for both the GOCR and intemational
donors. The Calderon administration emphasizes the importance of PVO participation

and actively solicits outside resources to augment local availabilities. The IDB is planning
a $30 miilion loan for ecotourism for 1992. The 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. Bmmmwumauﬂoeommm Recently the A.1.D.
Administrator announced a new Agency Environmental Initiative to provide direction to all

of A.l.D.’s environmental activities. The initiative outlined three broad areas for Agency
interventions: (1) sound environmental and economic policies; (2) institutional
development; and (3) technology generation and commercialization. The first two global
issues are to be addressed by all bureaus and the third is directed toward region-specific
priority areas. The four priority areas for the LAC Region are: sustainable agricultural
production; tropical forests and biological diversity; watershed management; and coastal
zone management. The proposed project deals with all three of the Agency-wide areas of
inrt'erﬂ\%enﬂon and the tropical forests and biological diversity focus of the late region
priorities.

D. Program description: The purposes of the ram are to provide balance of
payments support to stabilization efforts in Costa Rica, and to provide the policy and
financial support necessary for consolidating approximatela 93 national and private
protected areas into eight regional conservation units (RCUs) under a national system of
conservation areas. dollar grant to be signed with the Government uf Costa Rica, will
consist of a cash transfer to a separate uncommingled Central Bank account to finance
private sector imports from the United States of eligible raw materials, capital goods and
other preductive inputs. 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.1.D. and the Government of Costa Rica.
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Currently Costa Rica has a myriad of public and private protected areas Iincluding
national parks, wildlife reserves, forest reserves, protection znnes, monuments, and
rocreation areas. Also constraining the re?fonslble agencies are lean budgets, an
underpaid and undertrained workforce, and a complex set of laws and regulations
governing the ENR management sector. This program will deal directly with
strengthenlng and financially sup ortin%, through an endowment-like fund, the responsible
public and p vate institutions that are charged with the management and conservation of
Costa Rica's unigue biodiversity. A significant amount of the host country-owned local
currency (HCOLC) associated with ESF dollar balance of payments grants made under
this program will be used to improve park infrastructure, train park guards, and support
both Costa Rican and international PVOs working in ENR activities.

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 geople of Costa Rica as well as neighboring countries and
visitors, all'of whom will benefit from a better maintained and smoother functioning
protected area system.

: The major accomplishments 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 participation in the management and protection
of national protected areas, the establishment of an HCOLC endowment fund, and the
creation of a coordinative mechanism with other donors for ENR activities.

E. Planned implementation arrangements: The program will be obligated by a
Handbock 3 agreement and will work with the Central Bank of Costa Rica. The Mission
will work closely with the Ministry of Natural Resources, Energy and Mines to develop the
performance criteria for local currency disbursements for the agreed-upon activities.

F. Sustainability of proposed activities: It is anticipated that an environmental fund, as
allowed and described in recent legislation for the Enterprise for the Americas Initiative
(EAI), will be established by the program and augrnented 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 arrangements like EAl  This, combined with increases in park fees and
participating PYOs' own resources will lead to longer term financial sustainability.

G. Mission management role: A USDH project officer from the Project Development
Office will be responsible for official supervision of this program and coordination with
appropriate host country public and private entities.

H. Potentiai Issues and/or innovative program approaches: A performance-based

disbursement mechanism for the local currency will be employed under this project. The

rant document will establish benchmarks upon which to judge implementation ﬁ, ress.

each benchmark is achieved, A.1.D. will agree to disbursement of additional from
the special account based on an implementation and disbursement schedule established

in the assistance agreememnt. .

l. Concept Paper and PAAD Approval: USAID/Costa will submit the Concept Paper to
the Bureau for review, with the delegation of PAAD approval to be decided at that time.
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NEW_PROJECT DESCRIPTION FOR FY 1292
D. Project Tile: ~ Population Secter Conselidation Project
Project Number: 515-0261

LAC Bureau Objective/Suboblective:
Qbjective |: Su;‘)”ptgrt the achievement of broadly-based sustainable economic
growth.

Subc ective C: Encourage accelerated opportunities for increased participation in
the economy by the historically disadvantaged.

Eunding: ($000) FY1992 $1,000(G) LOP: $2,000(G)
Type of Funding: Population (POP)
A : This project is consistent with Mission

efforts to transfer full responsibility for well-established programs to the implementin
entities in both the public and private sectors. It focuses on the institutionalization of the
family planning programs, especially the transition to domestic financing for the provision
of far?i{y planning commodities, clinical services and information to the %osta Rican
population.

B. : This will be a follow-on project to the
successful Family Planning Self-Reliance Project (515-0168), and will strengthen the
institutionai aspects that lead to sustainability, without provoking a deterioration of
services. This is expected to be the last major bilateral popuiation project in Costa Rica.
UNFPA is currently financing the an Integrated Adolescent Health Services program
(1989-92), which focuses on services and educational approaches to the young adult
population, and is complementary to this AID project.

C. i i j : Costa Rica's moderately high population
growth rate (2.4 percent) continues to impact negatively on the environment, and on the
ability of the GOCR to keep up with the provision of sufficient and adequate social
services. The population variable will continue to be a part of policy dialogue, although not
in the sense of demographic targets, due to political sensitivities.

D. Project description: The ggal of the project is to improve the socioeconomic status of
the Costa Rican population. The purpose is to enable public and private institutions to
successfully and responsibly provide effective family planning services, commodities and
information to the Costa Rican popuiation, in concert with the General Health Law, and
GOCR policy statements. The problem to be addressed is the control of fertility by the
individual, and the aggregate societal needs in terms of population growth. Despite
impressive improvements in services to the population, important areas remain to be
addressed systematically. Statistics point to large numbers of births to mothers under
twenty years of age (20% of births), inadequate birth spacing, and large mimbers of births
declared to be unwanted, or mistimed (42%). The nearly complete dependence of
ongoing population pro?rams on donor-supplied contraceptives is of great concem, as
AID currently supplies 100% of condoms and IUDs, and 60% of oral contraceptives to the
ublic sector ram, which covers 75% of the women that use contraceptives. AID,
PPF and UN have donated contraceptives to Costa Rica over the past 20-25 years,
effectively undermining the weak private commercial market. The gains in contraceptive
prevalence (70% of women in union) could plummet due to lack of commodities, if a
concerted etfort is not made {0 strengthen the institutional budgeting, procurement and
distribution systems for contraceptives.



Project components: For the public sector, contraceptive commodities will be
provided according to an established reduction/substitution plan until 1995. Some
technical assistance m:g be ﬂrovlded through a complementary logistics management
project funded by ST/POP. The communications program will be continued and fortified,
with funding for mass media and a variety of print and audio/visual materiais to support
the transmission of important concepts. It is expected that the Caja Costarricense de
Seguro 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 program, PROFAMILIA will receive a final
donation of contraceptives, and support for the promoticnal/informational 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 aiternative programs that will not
require recurrent cost support. Contraceptives will not be donated to these programs. It
is anticipatad that PROFAMILIA will have forged sufficient commercial linkages to be
supplying the local market with a variety of low-cost contraceptlvesnt:! 1994. Asin all
family planning programs, women will be the prime beneficiaries, and it is anticipated that
women will also be involved in the execution of seed grants.

Financial Plan:
Public Sector
Local costs $500
Commcdities $500
Private Sector Programs
Local costs $600
Commodities $400
Total $2,000
E : A Handbook 3 Grant agreement will be

. Planned implementation arrangements
signed with the CCSS for the public sector activities. The CCSS has experience with
several AlD projects, and procurements are anticipated to be small, and in-country, :
essentially for communication pieces. All contraceptive procurement with Project dollar
funds will be via on OYB transter to ST/POP. A Handpook 13 Grant Agreement 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.

F. S_ualamb!llu_gj_p%omum The GOCR health institutions already finance
about 75% of service delivery costs. The project, by gradually increasing the demand,

will seek to increase commercial alternatives available for purchase by the public sector or
the individual consumer and to ensure that there are no breaks in the contraceptive supply
network. As conicrete commercial relationships are established by PROFAMILIA for the
long-term provision of iow-cost contraceptives in the commercial marketplace, its
long-term viabiity will be assured.

G. Mission management role: As this is a follow-on effort with entities with proven
implementation capabilities, the Mission managerial burden is not anticipated to be
heavy. At present, one USPSC devotes about 40% of her time to project management of
the two agreements with these same entities.

H. Potential Issues arid/or innovative program a iches: The transition plan has been
broached with the GOCR and has been accepted. PROFAMILIA has a very lean
management team and has been working towards self-sufficiency since the program was
initiated. No major issues are anticipated.

. PID and PP Approval: USAID/Costé Rica requests that the Bureau authorize the
Mission Director to approve the PID and PP for this project.
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NEW PRQJECT DESCRIPTIOM FOR FY 1992

E. Project Title: Training for Developinent (FY 1992 new start)
Project Number: 515-0263

LAC Bureau Objective/Subobjective

Qbjective: To :'L:gport the achievement of broadly-based sustainable economic
growth.

Sub-Objective: To encourage a vigrorous response by the private sector to a
favorable policy environment.

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

Type of Funding: EducationvHuman Resources Functional Account (EHR)

A. Consistency with Mission strategy: This project supports the Mission's commitment
to economic development through a strengthened private sector and a more efficient
public sector, principal elements in its strategy for sustainable economic growth.

B. . This project complements the

Mission’s programs that seek to institutionalize rational reform of economic policies,

support private sector-led growth, and improve government responsiveness. Where

Leasible. this project will be implemented in coordination with similar programs of other
onors.

C. Relationship : Because this project will
strengthen selected elements of the private sector; because it will train certain members
of the public sector in araas and issues which have a direct impact on exports and
tourism, and because the training of some of "the next generation of economists” is
contemplated under this project, Training For Development is thoroughly consistent with
the overali AID and Mission policy objective of achieving broad-based, sustainable
economic growth through a vigorous private sector and an active, informed public sector.

D. M&Mﬂ%ﬂ: The purrose of this project is to deepen Costa Rica's human
capital base in crit licy level, technical and managerial skills needed to 1) advance
national economic policy restructuring and market responsiveness, and 2) shift the
structure of government operations to a more fiscally sustainable and responsive basis.

With substantial assistance from the U.S. under the Central America Initiative (CAl),
Costa Rica in the 1980s recovered from a major economic recession, carried out an
axtensive package of macroeconomic reforms, shifted from an import-substitution
economic model to a more market-determined one, and ?enerally set the stage for
continued broad-based and sustainable growth. As the 1990s begin, Costa Rican leaders
are working to extend the reform programs to include two very important additional sets of
chan?es. rst, they seek to take further steps in trade and investment policies and
practices as are needed to remaiin competitive in world markets and encourage
investment; second, seek to shift government operations from Costa Rica's
traditional emphasis on vernment and state intervention to a leaner and more
responsive public sector and greater reliance on private sector provision of goods and
services.



Accordlng(lf. the training opportunities to be chosen to participafa under this project
will focus on advancing these twou national objectives. They will inciude, for example,

such elements as post-giaduate courses and fellowship programs in economics and trade

and investment policy and practices at prominent cer‘ers of leaming; rational accounts

and auditing systems; management of public diplomacy for fiscal and other government

reform efforts; and related observational tours, seminars, and conferences. -

The selection of training opportunities will closely reflect the objactives of the major i
U.S. development inititatives for the 1990s in Latin America, i.e., the Enterprise for the
Americas Initiative (EAIl) and the Partnershlla for Democracy and Development (PDD).
Activities will be both formal and non-formal and of differing lengths of time, de{:endlng on
the availability of the trainees themselves and the willingness and ability of their
institutions to free them temporarily from their responsibilities.

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

Financial Plan:

Trade and Investment $2,000

Public Sector Reform 2,000

Project Administration 750 .
Miscellaneous _ 250 _
Total $5,000

E. Planned implementation arrangements: Because the project will contain both
in-country and U.S.-based training activities, the Mission may contract with an appropriate
institution for the implementation of the training activities, under Mission guidance. This
issue will be vetted and a final decision made during the preparation of the Project Paper.

F. smmwm Sustainability for this training project applies
only in terms of the continued long-term influenc9 and impact of the trainees themselves
on their particular sectors and on national performance.

G. Mjﬁlgn_mgnwmgmm: A USDH project officer from the General Development
Office/Training Division will be responsible for official su sion of this project and
coordination with appr?r!ate host country public and private entities. A Personal
Services Contractor will be responsible for day-to-day monitoring and project
management functions.

H. Potential issues and/or innovative program approaches: Mission training projects
have enjoyed a history of success in Costa Rica. Therefore, no major issues as
constraints to this TQct are anticipated. On the other hand, this project has the potential
for demonstrating innovative approaches to training in vital economic and policy areas.
For example, the project will be designed to permit a quick se to unforeseen targets
of opportunity and the lessons leamed from the current Training for Private Sector
Development Project (515-0212) will be incorporated into the implementation of this new
project.

I. PID and PP Approval: USAID/Costa Rica requests that the Bureau authorize the
Mission Director to approve the PID and PP for this project.
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NEW PROJECT DESCRIPTION FOR FY 1992

F. Project Title: Solid Waste Management

Project No.: 515-0264

LAC Bureau Objective/Subobjactive:

Qbjective |: Sumrt the achievement of broadly-based sustainable economic
growth,

sub-objective B:  Encourage a vigorous response by the private sector to a favorable
policy environment.

Funding: ($000) FY 1992: $1,675 (G) LOP: $1,675 (Q)
Functional Acct,: * Agriculture, Rural Development and Nutrition (ARDN)

A Qmmm#mmmmmmmm: The primary goal of A.l.D.
assistance to Costa Rica is to set the basis for sustainable economic growth

through an increase in exports, increased public sector efficiency, and proper
environmental and natural resources (ENR) management.

This Project supports the goals ralated to public sector efficiency and ENR
management. It also strengthens the capacity of participating municipalities, as
demo;t:ratic institutions, to respond to the basic service needs of their
constituencies.

B. ‘ ivitieg: Currentiy there is very little
activity being undertaken in Costa Rica by other donors in the area of solid waste
management. This pilot activity wili establish a model for future replication by other
donors.

C. Relationship of project to overall A.L.D. policy objectives: A recently
announced Agency Environmental Initiative encourages three general categories of
Agency interventions: (1) sound environmental and economic policies; (2)
institutional development; and (3) technology generation and con'mercialization.
This Project res Yo all three guidelines and, according to a recent LAC
Bureau cabile ( 383359), "will help to reverse environmental degradation of
soil and water and improve the healtth status of local communities through proper

solid waste management®.

D. Project deacription: The Project purpose is to demonstrate an effective,
efficient and environmentally sound approach to municipal solid waste collection
and treatment through involvement of the Rﬂvate sector, and to support efforts to
broaden this pilot approach to the rest of the country. x

Of the over 1,600 metric tons (3,520,000 Ibs.) 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
air dumps. This increases each day in proportion to the country’s growing
pulation. From 1990 to the year 2000, the population of the country will have
increased by 28% (2.9 million to 3.6 million) but its daily generation of solid waste
will have increased by 113%, from 1,682 to 3,588 tons per day.
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The GOCR, and parﬁcularlxﬁthe Municipal Develogment Agency (IFAM or
Instituto Je Fomento y Asesoria Municipal), recognize the seriousness of the
pr:)b:em 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 strengthen a consortium of municipalities. The
consortium will contract private firms ‘o collect a portion of the region's solid waste,
and will construct, operate and maintain Costa Rica's first sanitary 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 year, the Project will have not only improved solid
waste management in the pilot region, but will have one or more private contractors
eﬂectlvelr providing treatment services for all seven municipalities and collection
services for at least four. Water and soil pollution will have measurablz diminished
in the vacant properties and rivers formerly used as dump sites in the Project area
and will have been kept to acceptable levels at the new landfill.

The Project will directly benefit an estimated 183,600 residents in seven
participatin%munlcipalitles. Indirect beneficiaries will include some 25,000 nearby

residents who suffer from downstream effects of the current inadequate disposal of
solid waste.
Financial Plan:
1. Components
a. eneral Operatioris 35,000
b. Solid Waste Collection 345,000
¢. Landfill Development 740,000
d. SWM Fund 400,000
2. Audits and Evaluations 40,000
3. Contingencies 115.000
Total $1,675,000
E a nts: The implementing agency for this

. -1k - -
Handbook 3 Grant Agreement will be the GOCR's Municipal Assistance Institute
(IFAM). The grant will finance technical assistance and commodities for IFAM and
the Consortium, and A.1.D.'s Regional Housing and Urban Development Office for
Central America (RHUDO/CA) will aiso be available to provide compiementary
technical and management assistance.

F. Sysjalnabﬂttﬁ: This Project addresses both solid waste collection and -
treatment through the establishment and pilot testing of a decentralized financial

and administrative service delivery system. If successful, this system will establish
the basis for program replication on a nation-wide basis.

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

inflation.
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G. Misalon.management role: Overall Project management responibility will be
vasted in the Chief of the General Devslopment Office (GDO) with the Mission
Housing Advisor responsible for projoct implementation monitoring and
supervision. In addition, the Mission Housing Engineer MHE, who was the primary
contact with IFAM in the recently completed 37 million local currency infrastructure
project, will devote considerable time to this Project in its first year.

H. Potential issues and/or innovaiive. m approaches: The most innovative
aspects of this proposal involve technical, institutional and recurrent cost

considerations. First, this is the country's first aﬂem‘)t to establish a technicall
adequate sanitary landfill which will conform to (locally adapted) EPA standards
now in force in over 16,000 such landfills in the United States. Secondly, the
institutional focus on helping municipalities (rather than the central government) to
more effectively provide local services 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 paying for all recurrent
costs associated with a municipal service exclusively with user fees Is also a first
for Costa Rica. Although these increases will call for an extensive community
education campaiqn, recent voluntary tariff increases in some of the seven
municipalities involved indicate that residents are now willing to pay for improved
solid waste services, considering the negative environmental and heailth
consequences of the status quo. Overall, while this project is an exciting and
highly relevant development challenge in the environmental area, the complicated
technical and governmental control issues are unusually difficult to resolve with
confidence. The project has been carried over from FY 1991 to FY 1992 precisely
to allow the more detailed analyses and feasibility studies to be completed before

proceeding.

I.  PID and PP Approval: USAID/Costa Rica requests that the Bureau authorize
the Mission Director to approve the PID and PP for this project.



NEW PROJECT DESCRIPTION FQR FY 1982
G. Project Title: Legislative Assembly Suppert (FY 92 new start)
Project Number: 515-0267
LAC Bureau Qbjuctive/Subobjective
Objective |I: Support the evolution of stable, democratic societies.

Subobjective A: Encourage the strengthening of compatent civilian government
institutions that will merit the confidence of political and military
leaders, citizens, and investors.

Funding: ($000) FY 1992: $1,000 (G) LOP: $3,000 (G)
Type of Funding:  Private Sector, Energy and Environment (PSEE)

A. Consistency with Mission strategy: 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. Relationship to AID and other donor activities: This project will build on previcus
smaller legislative staff development activities backed by the mission. The project will
make specific arran%ements to coordinate with any activities that Sweden or other donors
decide to initiate in this area to avoid duplication of activities.

C. Relationship of project to overall AID policy objectives: Tha overall Bureau objective
of strengthening democratic institutions specifically touches on the legislature as one of
the main targets of support.

D. Project description: The purpose is to solidify and upgrade the organizational function
of the national legislature by: an in-depth diagnostic study airned towards evolving a new
operational model that will be adequate to the challenges of examining national policy
issues, efficiently identifying, considering and selectlng options, and transforming these
into clear and concise laws. At the same time, through an upgraded technical and support
staff, rationalized committee structure, and adequate library and automated information
system, legislators will be placed on a more equal footing with the executive branch. The
evolution of a multi-year mana?ement and administrative strategic plan will allow the
repositioning of the Asambiea in the fortified and streamlined position its members and
leadership seek.

The diagnosis and subsequent Strategic Planning Exercise will incorporate the
results of project-sponsored research and public examination of transcendent policy
issues. Some elements to be examined are:

Role and relationship of the Contralorfa and the Asamblea

Realistic staffing and advisor needs

Financing of a fully modem legislature

Consideration of alternative structural models based on U.S., European and
other Latin American modeis

- Rsconsideration of nature, number and function of standing and special

committees -
- Adequacy of oversight role vis-a-vis the executive branch
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Library. legislatve reference, and documentation center: A fully modern facility would
be desiyned, equipped and delivered in order to provide legislators with the beginning of a
cradible counterpart to exacutive branch facilities and allow the staff advisors to function
independently of other institutions. The plan for this center will be developed in the
process of carrying out the Strategic Planning Exercise.

Research into fundamental Costa Rican.political and policy issues: A policy research
fund will be set up to support the establishment and work of an Institute for Policy Studies,
which will be the center for scholarly and professional examination of issues sucK as:

Non-reelection of Deputies - pros and cons

Redistricting and Residency requiraments

Municipal government revitalization

Legislative techniques and clarification of interpretative authority

-Term training: Up to five masters degree programs would be also funded for
legislative advisors. Participants would agree to return to their same or similar positions
upon degree compietion. We envision the long-term training to be taken at quality
institutions with concentrations in legislative management and preferabl ' a Latin American
focus.

Financial Plan:
Diagnostic Assessment $ 250,000
Strategic Planning Exercise 500,000
Librarg and Documentation Center

(Commodities) 1,000,000
Policy Research Fund Endowment 500,000
Long Term Staff Training 359,000
Project Administration _400,000
Total $3,000,00

E. ﬂanng_dimnlﬂmmhﬂm_aum?ﬂmﬁma A Handbook 3 grant agreement is
anticipated with the GOCR. The Mission would contract with an appropriate technical and
research institution 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 used as well.

F. i ties: The acceptance of considerable counterpart
administrative and management responsibility for the naw organizational units and their
support is the principal element that will contribute to long-term sustainability of
project-generated restructuring.

G. Mission management role: Project management responsibilities will be under a
USDH in the Regional Administration of Justice Office.

H. Potential issues and/or innovative Jram ap ps: The obvious opposin%e

litical interests of the principal political parties represented in the Asamblea membership
ﬁgs potential to negatively impact even implementation progress. However, there is also
now fairly strong sentiment among the lawmakers for modemizing operations and
streamlining the exacution of mundane time-consuming tasks.

.  PID and PP Approval: USAID/Costa Rica requests that the Bureau authorize the
Mission Director to approve the PID and PP for this project.
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NEW PROJVECT DESCRIPTION FOR.FY. 1993
H. Project Title: Private Power Generation -

Project No.: 515-0259

LAC Bureau Objective/Subobjeciive:

Objective |: Sumﬂ the achlevement of broadly-based sustainable economic
growth.

Subobjective B: Encourage a vigrorous response by the private sector to a favorable
policy environment.

Funding: ($000) FY 1993: $1,075 (G) LOP: $5,000 (Q)
Eunctional Acct.:  Private Sector, Energy & Environment (PSEE)

A. Relationship to A.LD. country strategy/objectives: The project relates directly to the
economic growth objective of our strategy by responding to the ?rowing shortfall of
electricity, which threatens to curtail future economic growth. It is also consistent with
natural resource conservation objectives.

B. Conformance with Agency and Bureau policy: The project conferms with Agency
polic'y which encourages widened opportunity for private sector provision of goods and
services.

C. : The project will have two principal elements; the creation of an
on-shore financing mechanism for private power generation by consumer-owned rural
electric systems in Costa Rica, and support for load management initiatives to improve

ower efficiency. Costa Rica is facing near-term power shortages brought on in large part

y financial constraints in the public power system and overreliance on nternatlona?
financing of the sector. Against this background, the Mission, AID/W, the S&T Bureau and
ROCAP have helped the Government of Costa Rica to bring about landmark policy
reforms opening up power generation to private investment and have demonstrated the
potential to improve efficiency in electricity use.

The proposed project’'s power generation element will purchase Cesta Rican external
debt for conversion into a long-term, non-inflationary bond that will provide sufficient yields
to buy-down market lending rates for medium and long-term power investments by the
private sector. Interest earned on bonds received in trade for exteral paper will be used
to support interest payments on long-term bonds issued for local power projects as ma
be needed. The project will also provide funds to finance technical assistance studies for
hrdropower development and reforestation for power generation feedstock. The project
element for increasad power use efficiency will provide technical assistance and
equlpmont to initiate a load management program that expands upon a successful
Mission-funded pilot effort. It will also provide technical assistance to improve electrical
endi-uso by reforming regulations and specifications for imported electric-powered
equipment. o

The project will considerably aid Costa Rica in its efforts to meet national electric
power demand in the face of the inability of the national power utility company -- given its
considerable foreign debt -- to borrow sufficient resources. Power management will be
facilitated to more efficiently utilize the power generated. The effort will result in less
imported electricity and foreign exchange outflows as well as replace heavy new demands
for thermal power generation plants. Sustainability for this project will be assured by its
establishin%hf:rther linkages between the Costa Rican electric power sector, the private
sector and the market prcing incentives.
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NEW PROGRAM DESCRIPTION FOR.FY 1993

. Project Title: Public Sector Responsiveness Sector PrograT
Project Number:  515-0268

LAC Bureau Qbjective/Subobjactive
Qbjective Ii: Support the evolution of stable, democratic societies.

Subobjective A: Encourage the strengthening of competent civilian government
institutions that will merit the confidence of political and military
leaders, citizens, and investors.

Funding: ($000) FY 1993: $26,000 (G)
Functional Acct.:  Economic Support Fund (ESF)

A. M&MMMMWWM& This program will directly support
the Mission aim of helping the GOCR undertake the institutional and budget

transformations that are needed to round off the stabilization program of the mid-eighties
and to position Costa Rica for the economic challengas of the nineties.

B. Conformance with Agency and Bureau policies: The program directly supports
Agency objectives of increasing efficiency in the provision of social goods while
simultaneouslr lessening the predominance of the government in the national economy.
Improvement in the fiscal deficit and investment accounts will also contribute directly to
the fulfillment of macroeconomic objectives and improvement of the economic
infrastructurs, both of which feed into the overarching objective of sustained economic

growth.

C. j iption: The purposes of the program are to provide balance of payments
support to stabilization efforts in Costa Rica, and to encourage policy, structural and
sectoral changes that will contribute to the structural transformation of the public sector
and of the public/private mix in the economy. One particular target wili 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 reduced its public
sector deficit at the expense of its investment and maintenance budget and, as a result,
the national infrastructure is deteriorating rapidly.

The grant will consist of a cash transfer to a serarate Central Bank account to finance
private sector im from the United States of eligible raw materials, capital goods and
other productive inputs. Local currency in an amount equivalent to the grant will be
deposited by the Central Bank in a special account to finance improved policy forrulation
and the ication of these policy measures within the Costa Rican public sector in order
to su, nort rational public sector expenditure levels and other efficiency measures.

The %enerated local curreg% will complement dollar funded efforts under the Policy and

Training Support Project (515-0241) which is directed toward Labor Mobility, Pension
reform, Customs Service Reform and Budget Reform.

~28-



IV. RESQURCE REQUIREMENTS

Summary. Portfolio consolidation and the cost savingfa plan under the Mission
management strategy continue to guide the planning and implementation of the
USAID/Costa Rica assistance program. The most important of the cost savings measures
is the reduction in personnel levels outlined in the plan approved at post and presented to
the Bureau in May 1988, Moving from a staff level of 180 employees in 1988 to the 1991
level of 133, the Mission has implemented the plan on schedule and expects to decrease
levels further by at least 18 positions (including . USDH) over the FY 1991-93 period (see
also Chart One). In this connection, it should be noted that USAID/Costa Rica staffing will
be the sub}ect of a general NSDD-38 review of all USG positions under the authority of the
Chief of Mission. This review, recommended by the State Inspectors during their October
1990 inspection, will be conducted in the first quarter of CY 1991.

This decrease In staffing parallels the concerted consolidation of the present dollar
and local currency portfolio, and the decline in program levels. ESF lavels in particular
are declining rapidly. Even so, the Mission will continue to carry reponsibility for the
implementation or supervision of a sizeable portfolio of previously funded dollar and host
country owned local currency (HCOLC) activities that does not decline substantially until
1995, and includes within its OE ceiling squort for a number of regional functions, i.e.
RAJO, ROCAP, IRM, RHUDO, RTAC, OFDA and others (see also Chart Two). An
analysis of OE dollar and local currency requirements indicates the need for modest
inflation-caused increases in OE dollar funding over the AP period and into 1998, at which
point the OE local currency is expected to run out. The decision then will be the future
size of this Mission and the use of the USAID building. One factor for consideration in this
decision could include taking advantage of the facility at some future point by moving
regional offices to Costa Rica.

A. Emf,tamJﬂela_(ms._ESE_&_ELAﬂQ)MQnga?e_AnMs. The Mission has
substantially reduced the complexity of its portfolio by limiting allocations of new local

currency to ongoing Trust Fund activities, to DA projects as counterpart, and to GOCR
sector grograms (these receive the largest share of the funds). Most of the old ESF
HCOLC 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
‘Aission has given strong technical support to a GOCR sector program, such as labor
mobility, the GOCR has full implementation responsibility. On the DA side, the Mission
has only three sizeable mog%a?es: a) the CAPS Il project (515-0254), with an LOP of $15
million and a planned post- 991 mortgage of $10 million; b) the Training for
Development prcg‘ect ég1 5-0263), with a planned LOP of $5 million with first year funding
in FY 1992 of $920,000; and c) the Private Power Generation project (515-0259), with a
planned LOP of $5 million and first year funding of $1.075 million. The following table
summarizes mortgages by functional account.

' Outyear
Functional Acct. EYol EY 92 FY93 Mortgages
ARDN New starts 5,000 1,675 500 -
Mortigages 0 2,776 875 0
EHR New starts 0 920 0 -
Mortgages 0 0 1,900 2,180
PQP New starts 0 1,000 0 -
Mortgages 0 0 1,000 0
PSEE New starts 0 1,000 1,075 -
Mortgages 2,770 0 3,275 3,925
ESF $ CAPS Il mortgage 1,000 '4,000 4,000 2,000
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B. Program Uses of Local Currency

Joint grogrammlng of HCOLC with the GOCR in CY 1990 took an interesting turn,
as the new Calderon Administration opted with Mission concurrence to reprogram ?unds
from ongoing sector uses to high priority areas of deficit reduction and labor mobility.
These two araas will continue to be hi prlomK. as preliminary discussions on
programming the local currency assoclated with ESRs IX and X indicate. Other planned
uses include the private sector-directed export development foundation FIJNDEX;
counterpart for DA projects; and funding for the Mission OE and Program Trust Funds.

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 | resources ($15.0 million per
year) will, if available, be targeted to the trade and export sector.

C.  Operating Expenses

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 sight, this narrative on
Mission needs axtends its perspective out to FY 1998,

1. Staff Levels Since 1988, USAID/Costa Rica has under%one rapid staff
reductions. Given below are overall position numbers, both OE and Project funded, and
the breakdown by employee type us of the last day of each fiscal year.

Staff Levels
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 2t 21 16 13 10 10 10 10 10 10 10
FNDH 18 18 18 18 18 18 18 18 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

The USDH numbers reflect a downward trend to 10, which is the size of a "basic"
USAID Mission. Absent a decision to terminate A.l.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 quartors.

2. QEM[Bﬁggknmnn: Based on the above staff numbers, Mission dollar needs
are estimated as shown below. These amounts include USDH Costs, function code
100.
OE Dollar Requirements ($ Millions)
Fiscal Year 88 89 90 91 92 93 94 95 96 97 98
0.77 0.73 0.95 1.08 0.98 1.02 1.07 1.12 1.17 1.22 4.30

The dollars needed increase dramatically from $1.22 million in 1997 to $4.30 million
in 1998 since that is when the local curren¢y OE Trust Fund runs out.
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Dollars account only for about 20% of Coata Rica's QE budget. Therefore, only
marginal adjustments are possible without closing down the Mission. 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 aimost all
NXP, saving $250,000. Cutting USPSC's beluow planned levels would, on top of planned
USDH reductions, make it impossible to properly manage the Mission's program.

This Mission makes minimal use of reverse accomodation and intends to continue
thlitsh ;mlicr in :hg future. Any potential dollar OE budget reductions must be considered
w s in mind.

3. OE Trust Funds - When do they nun_out?

The expected lifetime of the OE Trust Fund depends on the rate of income and the
rate of expenditure. In the following analysis we have agssumed, on the income side, that
the last Colones will go into the OE Trust Fund in FY 1995, which Is expected to be the
final ywar ot cash transfers to Costa Rica.

We also assume that: 1) for policy reasons, no further HCOLC will be monetized
after cash transfers end; 2) that monetization is never more than cash transfers in a
given period, (the Mission’s Senior Economist advises that, absent cash transfers which
cause demonetization by drawing Colones from the private sector importers to the
Central Bank, any monetization for the OE Trust fund or an’gthing else would reduce
either the amount of private sector domestic credit or GOCR foreign exchange reserves),
and 3) that 10 percent of the amount of local currency to be mone?lzed in future years is
transferred into the OE trust fund.

These assumptions result in the following income projections:

Fiscal Year 88 89 90 91 92 93 94 95 9% 97 98
Planned Cash Transfer

Per Last ABS

($ Millions) na na na 24 26 16 15 10 0 0 O
Planned OE Trust

Fund Monetization
@10% ($ Millions) na na na na 26 16 15 10 0 0 O

Estimated Exchange

Rate, end of FY na na na na 129 151 176 205 na na na
Planned OE Trust
Fund Monetization
(LC Millions) na na na 238 335 241 264 205 O C 0

On the expenditure side, the OE local currency needs are shown below. The
l ll.A: S I ] :',::'X:A..' ::: 1 . U1l U l";.:‘ IAl :A. LUS LS sl ’.l -le .‘.l:
fact, office operations costs, which constitute about one third of total OE costs, are
essentially fixed, assuming the Mission continues to occupy its present quarters. This is
a likely assumption since these quarters are rent free.

In
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QE Local Currency. Requirems
(l‘_‘C hjillflfons) enta

Fiscal Year g6 89 90 91 92 93 94 95 96 97 98
na na na 386 413 450 517 595 684 786 0

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

T 1
(LC Millions)

Eiscal Year 90 91 92 93 94 95 96 97 98
876 12411382 1404 13801243769 86 O

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.

_ The Mi no control levels will be placed on OE |
. Control levels which would not permit the expenditure

rates indicated above would result in a greater dollar requirement which is not likely to be
met, or reductions in Mission staff, which would lead to serious vulnerabilities in
managing Mission programs.

4. Need for Strategic Decision

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.

This Mission currently occupies rent-free quarters in a building constructed with
HCOLC. Ownership of the building will revert to the Government of Costa Rica when no
longer needed by AID. In order to justify continued occupation of these premises, say
after 1994, and to dpreserve USAID/Costa Rica's rent free quarters, the Mission believes
that serious consideration must be given to moving other AlD offices such as ROCAP
and RIG/A/T, from their present locations to Costa Rica. This would avoid future rental
costs for this Mission, and save rental costs for those offices moved. Besides a first
class physical plant, Coeta Rica offers security, a well trained and reasonably priced
labor or%eb&oellem telecommunications, good housing, and no hardship differential
costs or 'S,

However, any offices moving into Costa Rica would have to bring their own dollar
OE resources, because it would be inappropriate to use Costa Rican HCOL.C to fund
operating costs not related to the Costa Rica bilateral Mission, and because after FY s
1997 there won't be any HCOLC left. -
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B. TABLE FOUR

LOCAL CURRENCY UTILIZATION - FY 1990
($009 equivalent based on actual disbursements from the Central Bank Special Account)

A. USES ESF PL4801 PL480O1I PLS4()8L(§F:I?ESSEC. 416 OTHER TOTAL
HG Budget Sector 15,186 - - - - - 15,186
HG Budget General - - - - - - -
HG Contribution to 38,536 - - - - - 38,536
HG Contabution t - 5461 - - - - 5,461
HG M eJ Il.:/lg!i’roj. 6358 3,408 - - - - 9.766
AID Managed U()S Proj. 450 * - - - - - 450
AID OE Trust Fund 2,941 - - - - - 2,941
-AID Proj. Trust Fund 3,575 - - - - - 3,575
Section 108 - - - - - - -
Other (C.U.P) - 464 - - - - 464
TOTAL 67,046 9,333 - - - - 76,379
B. CHANNEL FOR ASSISTANCE
Public Sector 18,348 8,150 - - - - 26,496
Private Sector 48,698 1,183 - - - - 49,881
TOTAL 67,046 9,333 - - - - 76,379

Estimated exchange rate of C85.0 to $1.00
* Obligations incurred in prior years
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LOCAL CURRENCY UTILIZATION - FY 1991

($000 equivalent based on estimated disbursements from the Central Bank Special Account)

A. USES ESF PL4801 PL4801I PLSAQ%%FIII?ESSEC. 416 OTHER TOTAL
HG Budget Sector 27,692 277 - - - . 27.969
HG Budget General - - - - - - -
HG Contribution to 28,862 - - - - - 28,862
HG Contiuion © e : : : : &2
HG Managed ucLi=roj. 7,175 12,209 - - - - 19,384
AiiD Managed L/C Proj. - - - - - -
AID OE Trust Fund 2,630 - - - - - 2,630
AID Proj. Trust Fund 4,872 - - - - - 4872
Section 108 - 1,100 - - - - 1,100
Other (C.U.P) - 368 - - - - 368
TOTAL 71,231 14,578 - - - - 85,809
B. CHANNEL FOR ASSISTANCE

Public Sector 63,655 13,000 - - - - 66.6°5
Private Sector 17,576 1,578 - - - - 19,154
TOTAL 71,231 14,578 - - - - 85,809

Estimated exchange rate of C90.0 to $1.00
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LOCAL CURRENCY UTILIZATION - FY 1992
($000 equivalent based on estimated disbursements from the Central Bank Special Account)

SQURCES

A. USES ESF PL4801 PL4801U PL480IIl SEC.416 OTHER TOTAL
HG Budget Sector 18,234 2,902 - - - - 21,136
HG Budget General - - - - - - -
HG Contribution to 9,648 1,800 - - - - 11,448
m to - 2250 - - - - 2,250
HQ Managed LG Proj 5% - : - N YT
AID Managed U(')i Proj. - - - - - - -
AID OE Trust Fund 5,000 - - - - - 5,000
AID Proj. Trust Fund 1,000 - - - - - 1,000
Section 108 1,025 - - - - 1,025
Other (C.U.P) - 375 - - - - 375
TOTAL 33,882 13,985 - - - - 47,867
B. CHANNEL FOR ASSISTANCE

Public Sector 18,234 12,485 - - - - 30,719
Private Sect.r 15,648 1,500 - - - - 17,148
TOTAL 33,882 13,985 - - - - 47,867

Estimated exchange rate of C100.0 to $1.00



LOCAL CURRENCY UTILIZATION - FY 1993
($000 equivalent based on estimated disbursements from the Central Bank Special Account)

A. USES ESF PL480T PLAB0T PLABO N SEC 476 OTHER TOTAL
HG Budget Sector 34,000 1,000 - - : - 35,000
HG Budget General - - - - - - -
HG Contribution to - 3,200 : - - - 3,200
G Conibaion to = 3,000 - - - - 3,000
Mﬁmj. = 3,400 - - - : 3,400
ﬂ%ﬁ% Proj. - - - - - - -
AID OE Trust Fund 3,000 - - - - - 3,000
- AID Proj. Trust Fund 1,000 - - - - - 1,000
Section 108 - 1,500 - - - - 1,500
Other (C.U.P) VT3 - - - - 375
TOTAL 38,000 12,475 - - - - 50,475
B. CHANNEL FOR ASSISTANCE
Public Sector 34,000 10,675 - - - - 44,675
Private Sector 4,000 1,800 - - - . 5,800
TOTAL 38,000 12475 - - - : 50,475

Estimated exchange rate of C105.0 to $1.00



C. TABLE FIVE; SMMMABX_BBQQBAM FUNDINQ TABLE

Project Title and No.
Development Assistance

ARDN
Subtotal
Loan)
Grant)

P
Subtotal
Loan)
Grant)

Subtotal
Loan)
Grant)

Ch
Subtotal
Loan)
Grant)

AIDS
Subtotal
Loan)
Grant)

Subtotal
Loan)
Grant)

Subtotal
Loan)
iGram)

Subtotal DA
tLoan)
Grant)

Subtotal ESF
2Loan)
Grant)

2Loan)
Grant)

PROGRAM TOTAL

e

FY 91

5,187
(5,187)

2,976
(2,976)
8,163
(8,163)

25,000
(25,000)

15,000
(15,000)

48,163
515.000
33,163
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4,625
(4,825)

1,000
(1,000)

920
(920)

2,455
(2,455}
9,000
(9,000)

30,000
(30,000)
15,000
(15,000)

54,000
15,000
39,000

Fy 83

1o550
(1,550)

1,000
(1,000)

1,900
(1,900)

4,550
(4,550)
9,000
(,000)

30,000
(30,000)
15,000
(15,000)

54,000
15,000
39,000



V. MISSION-INITIATED ISSUES/DISCUSSION POINTS

The following are points of issue or discussion which the Mission believes merit
consideration during the Action Plan review process. Our inputs for this purpose focus on

larger program-wide and/or senior management concerng rather than specific portfolio
project issues or questions.

I.  ESF Funding Leyals Qver the Action Plan Period. The Mission recognizes that the
tight resource situation throughout the Bureau and the Agency as well as the needs in
other LAC countries will continue to severely constrain ESF allocations over the Action
Plan period. Notwithstanding, as we move away from the leveis ot the CAl era, the case
for keeping the ESF levels as close as possible to $30 million ove: the Action Plan years
is strong. Costa Rica is a premier success story and Is apparently headed toward
advanced developing country status. However, the next few years are critical. Adequate

r ﬂlﬂgz

) . In short, it is not time yet to declare coniplete victory in
Costa Rica. U.S. balance of payments economic assistance at credible levels is
important: (1) to keep this success story from unraveling before it attains self-sustaining
growth, and (2) to retain a strong voice in the policy dialogue for appropriate reforms and
U.S. interests more generally.

As a subset of this issue, the terms and timing of the release of the $10 million ESF

funds obligated under the FY 1989 program but withheld against
ases take on added importance. The Mission believes the ongoing

discussion of what constitutes progress for disbursement purpoges should be visited
again before and during the Action Plan Program Week in an sffort to reach agreement
with State colleagues on release of these funds during a year of particular need. |f
agreement can be reached, it would help in realizing the flows projected by the IMF from
U.S. assistance ($40 million during 1991) and on which the Stand-By agreement hinges in
part.

2. D_ggm_e_QLE%r_am_Blﬂs‘ While the Mission is embarked on what it considers a
realistic, viable and thorough policy-based strategy, there is a need to point to the higher
than normal risk factor represented by our having entered into the politically sensitive and
potentially expiosive area of public sector employment reductions and restructuring,
especially at a time when our place at the policy table may be losing some of its welcome
with the reductions in program assistance levels. However, along with the
macroeconomic program, the trade and investment development and the environmental
and natural resources (ENR) objectives, this is a centermost element in the Costa Rican
Govemment’s own planning, and the strategy would be seriously flawed without it. The
importance of such an objective is highiighted in the Bureau's own thinking as carried in
LAC OBJECTIVE TWO. Similarly, there is a need for extra sensitivity and flexibility in
planning for, designing and implementing a leglisiative support project with Costa Rica's
Asambiea.

3. Movement of the Mission toward ADC Status. The Mission'’s strategy and
expectations for further gains toward economic self-sufficiency for Costa Rica lead to this
discussion. This is a matter of both timing and definition. It has significant implications for
staffing and operating expense considerations as well as future plans for use of the

USAID Costa Rica building. Mission views on these are covered in the Part |V - Resource
Requirements of this Action Plan submission.
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4. %}ful!lgeflgn&ﬂae%ﬂfgn&ﬂtfglﬂmmﬁﬂIcemm. The Bureau and thg1 Age‘r'wlcy
are still working through important Agency-wi Qkprﬂiimm,gnqujlq% changes that w
necessarily impact in substantial ways on field mission planring. The Mission realizes
that full or final answers may not be available on some of the subjects mentioned, but we
wish to raise some of them here for guidance updates and the discussion and heightened
awareness value that the Action Plan format affords.

(a)PDO/EAI. The Ie‘glslative package for EAl is apﬁarently still a long way from fully
formed and agreed on. Philosophical agreement with this 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 externalities to be galned by
cloed, even formal, association of our program with the EAI in these areas. What options
and/or mechanisms are shaping up that can facilitate this?

(b) How PL- (the old Title I) will be managed and what access to
assoclated local currencies will we have? From another angle, PL-480 Title | (old
definition) resources have been an important part of the balance of payments assistance
to Costa Rica in recent years. Given the sharp dropoff of ESF dollars, being able to factor
into our planning for US assistance a continuation of this kind of assistance at predictabie
levells (as well as access to associated HCOLC for program counterpart and support) is
vital.

éc) What new or expanded options are shaping up in the debt forgiveness area under
the EAI or elsewhere that can be accessed by the Mission and on what terms? The debt
forgiveness issue is of considerabla importance to this Mission because of the size of
Costa Rica's official debt and because of the rich opportunities in ENR management
uses.

(d) What options are available for Missions at a time of much lower and possibly still
declining ESF resources to deal with CAPS mortgages? The mortgage is $11 million set
to come out of scarce ESF over this Action Plan period and in the face of thngmg
priorities in the Mission's strategic approach to training as a development asset. Can
CAPS be flexible enough for us or will it be a static element in our portfolio? Can funds for
CAPS be over and above our planned ESF allocations?

(e) When will the next round of HCOLC guidance actually be issued and what is it
likely to look like in final? HCOLC uses in this Mission cover three eras of guidance and
while ( for us, it also carries considerable
monitoring and vuinerability co RE : dance take

cile, . MAAN UTHUOS dl 19401 a.

5. Functional Accounts. With fairly low DA lavels predicted for the Action Plan period
(about $9 million a year), flexibilit rOQrs g dire astablished strate
rather than to convolutions in functional acco elpful.
at is the status of the effort to eliminate functional account for ’?A? Also, what are the

ONQAre:

-4]l-



-z’_

Mission
Objective L Support the achievement of
broadly-based sustainable ecomomic growth
SUB-OBIECTIVES
A.  Encourzge the adoption -- Protectionist tax and other incentives
of and continued adherence favoring import substitution reduced.
to economic policies that
promote invu::‘mt. tuc e
employment, and export-
economic diversification
-- Trade procedures liberalized.
B.  Encourage a vigorous -- Private investment increased
respoase by the private
sector to a favorable policy
eavironment.

- The FUNDEX Expon Foundation
created by the GOCR and AID
will have prepared and submitied
a proposal to the IDB for chan-
pelling resources to improve the
Costa Rica investinest climate
under the Eaterprise for the
Americas Imtiative (OPS §/91)

— Monitor compliance with self-help
measures {0 eliminate levies,
taxes and import licenses for
cereal grains. (RDO 6/91).

— Under ESR X - Trade and Investment
Sector Program, support reductions
of preferential tax exoneration
systems (FDO 10/9)

-- Policy dialogue completed 10 remove
restrictions (o private bank
credit (OPS 1/91)

— Comprehensive evaluation and
review of local financial market
market systems completed (OPS 991}

XENNY
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LAC Obiecti
Objective L. B. (Continued)

Encourage a vigorous response
by the private sector to a
favouble policy environment

C. Exncourage accelerated

oppurtunities for increased
icipation in the economy

by the historically disadvantaged

-- Enhance access to resources needed

by the disadvantaged in order to
participate actively in the economy

Mission
Actions

— Completion of the IBRD/FIAS
evaluation of Costa Rica’s Exzont
Sector Program to attract other
doaor funding for FUNDEX, princi-
pally from the Republic of China
(OPS 6/91)

-- Investmesis attracted t0 Costa Rica
through AlD-assisted mvestment
promotion Programs o facilitated
by AIDcredit increased by 30% over
1990 (OPS 1291)

- Completion of an evaluation of
2 1/2 year pilot program providing
technical and marketing assistance
to lecal export
{OPS 6/91)

— Workshop aad conference with NTAE
exporters o consolidaie non-iradi-
tional agriculaure export policies
in regard to pesticide residues,
uses and restricion with EPA and
FDA (RDO 2891)

—A credit policy for PVO micro-
enterprise lending which strength-
ens institutional sustainability
will be developed and approved
by ACORDE (GDO 4/91)

--Shori-term technical assistance
to assisi privale savings and loan

associations in the impiemcntation
of a campaign 1o increase their
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LAC Obiecti
Objective L. C. continued

Encourage accelerated
opportunities for increased

=

D.

ion in the economy
historically disadvantaged

Encourage preservation
and sustainable use of the
natural resource base.

-- Sustainable use practices adopted
in ecologically vulnerable areas

-- Establishment of an environmental/natural
resources and economic policy environment
which fosters sustainable development and
preservation of ecologically vulnerable
areas.

Misgsion
Actionz

—Institutional analysis of the
Social Security Institute's systems
for contraceptive procurement and
logistics management completed
(GDO 6/91)

--6 short-term groups will go the
U.S. undetr CAPS (GDO 1291)

--160 long-term participants will
be selected and sent for training
(GDO 12/51)

- Continue practical demonstrations
of land use planning in the new
farm settiements (RDO 10/91)

- Skort-term technical assistance
to assist the GOCR in developing
a politically viable bill 10 create
legal framework of a national
system of conservation areas

(XDO 6/91)

— Work with two counterpart agencies
(National Parks Foundation and
Executive Watershed Group) to
solidify their place in the
institutional framework and their
capabilities to impiement their
programs.
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LAC Obiecti

OBJECTIVEIL Support the evolution of
stable, democratic societies

A. Encourage the
strengthening of competent
civilian government
institutions that wili merit
the confidence of political
and military leaders,
citizens, and investors.

B.  Encourage pluralism,
tolerance of opposing views
and support for democratic
values on the part of non
governmental bodies, including
the press, community
organizations, labor unions,

- Increased role of private sector in
provision of public goods and services

--Effectiveness and strength of legislative
branch improved.

- Ability of executive branch to impose
fiscal accountability improved.

— Strengthened rule of law via better
trained judges and prosecutors and
accurate, widely available legal
information system.

Nooe

-- Policy dialogue 10 revise the
Privatization Law completed.
(OPS 6/91)

-- Up 10 9 evaluatioas of public
mstitutions or entesprises for
possible restructuring or pri-
vatization of services completed

(OPS 12/91)

-Work with Asambiea 1o develop a
multi-year iechnical assistance

project (RAJO 10/91)

— Execute a contract (o train a
cadre of 120 GOCR budget personnel
in cosy/benefit, budget analysis.
(GDO, EAOQ, 1291)

-- Phase-in transfer of financial
respoasibility for jstice sector
activities from Mission project
to GOCR budget (RAJO 10/91)
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degradation.

B.  Support USG foreign
policy initiatives that can
bencﬁt from AID resources and

Nooe

None



TABLE SIX

MISSION ACTIYITIES GROUPED BY
BUREAU QBJECTIVE AND SU

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

A. Encourage the adoption of and
continued adherance to economic policies
that rromote investment, productive
employment, anc export-led economic
diversification.

B. Encourage a vigorous response by
the private sector to a favorable policy
environment.
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Mission Activities

ggfo ESR X - Trade and Investment (FY

0241 PATS. Policy and Training Support
0247 Financial Services (FY 91 start)
PL 480 TITLE |. Balance of Payments
Support

515-0257 IESC OPG International
Executive Service Corps

0212 Training for Private Sector
Development.

0263 Training for Development (FY 92
start).

0246 ACDI OPG Agricultural Cooperative
Development Intemnational

596-0129 Regional Agricultural School for
Humid Tropics :

515-0259 Private Power Generation. (FY
93 start)

515-0264 Private Solid ‘Vaste
Management (FY 92 start)

ESF CODESA Divestiture (HCOLC)
PL 480 Section 108 Credit.

ESF Special Cradit lines in the Banco
Central de Costa Rica (BCCR)



LAC Objectives Mission Activities

ESF CINDE (Coalicion Costarricense
para Iniciativas de Desarrollo (HCOLC)

ESF FUNDEX (Fundacién de
Exportaciones) (HCOLC).

0237 Non-traditional Export Technical
Support

ESF Coffee Technification &
Diversification (HCOLC)

C. Encourage accelerated opportunities ESF National Housing Mortgage Bank
for increased participation in the economy (BANHVI) (HCOLC)
by the historically disadvantaged.

0258 Cooperative Housing Foundation

(CHF)
0168 Family Planning Self-Rellance

0261 Population Sector Consolidation
(FY 92 start)

0253 Substance Abuse
Awareness/Education OPG

ESF Classroom Renovation (HCOLC)
ESF School Computer Program (HCOLC)

0242 Central American Peace
Scholarships

0254 CAPS I
0235 Northern Zone Consolidation

0227 OPG American Institute for Free
Labor Development AIFLD

0252 Support to PVOs ACORDE, OPG
ESF Asoclacidn Costarricense para
Organizacién de Desarrolio (ACORDE)
(HCOLC)

Special Development Fund ESF (HCOLC)



LAC Objectives

D. Encourage praservation and
gustalnabla use of the natural resource
ase.

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

A. Encourage the strengthening of
competent civilian government institutions
that will merit the confidence of political
and military leaders, citizens, and
investors.

B. Encourage pluralism, tolerance of
opposing views and s rt for
democratic values on the part of non
governmental bodies, including the press,
community organizations, labor unions,

and business associations.
OBJECTIVE Ili. Respond to needs for
international cooperation in addressing

specific challenges to the attainment of
broadly-based sustainable economic
growth and the evolution of democratic
societies.
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Misslon Activities

0243 Forest Management for Stable
Environment

(0235 Northern Zone Consolidation)

0246 Watershed Management Project.
(FY 91 start)

0249 OPG. Caribbean Conservation
Corporation

0255 OPG. BOSCOSA Forest
Conservation & Management of the Osa
Peninsula

0260 ESR XI Natural Resource Sector
(FY 92)

Public Sector Efficiency Program
(financed under PATS 515-0241 and ESF
HCOLC)

-- Labor mobility

-- Customs modernization

-- Pension reform

-- Budget Process reform.

0268 ESR Xl - Public Sector
Responsiveness

0244 Administration of Justice

598-0642 & 597-0002 Regional
Admistration of Justice
0267 Legislative Support. (FY 92 stan)

NONE

NONE



