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SUBJECT: Costa Rica: Malaria Eradication II
 

Attached for your review are the recommendations for
 
authorization of a loan in an amount not to exceed $610,000 to
 
the Government of Costa Rica to assist in financing the United
 
States dollar and local currency costs of the final attack phase

of the Borrower's national plan to eradicate malaria from its
 
territory.
 

Please advise us as early as possible but in no event
 
later than close of business on Wednesday, April 7, 1971, if you

have a basic policy issue arising out of this proposal.
 

Rachel R. Agee
 
Secretary

Development Loan Committee
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Summary and Recommendations
 
Project Analysis
 
ANNEXES I-IV
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SUMMARY AND RECOMMENDATIONS 

1. 	 BORROWER: 

The Government of Costa Rica (GOCR). The project will be administered by the Ministry of Health through its Serviclo Nacional
de Erradicaci6n de la Malaria (SNEM). 

2. 	 AMOUNT OF LOAN: 

Not to exceed $610, 000. 

3. TOTAL COST OF THE PROJECT: CY 1971 - 1972 

Local Costs* Dollar Costs TOTAL 

GOCR 
AID 
PAHO/WHO 
UNICEF 

$ 1,166,000 
575,000 

-o-
-o-

-o-
$ 35,000 

234,000 
80,000 

$ 1,166,000 
610,000 
234,000 
80,000 

TOTAL $ 1,741,000 $ 349,000 $ 2,090,000 

4. 	 DESCRIPTION OF THE PROJECT: 

The proposed project consists of the two-year final attack phase of
the GOCR five-year plan for the eradication of malaria. The AIDloan will assist SNEM in continuing its intensified efforts of the past
three years in spraying, mass drug treatment, taking of blood
samples and other measures necessary to permit the termination of 

Converted at 06.62 = $1. 
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the attack phase of its malaria eradication program. At the endof the final two-year attack phase (December, 1972), the program
will enter the consolidation phase and further AID financial assist
ance will not be required. 

5. BACKGROUND OF THE PROJECT: 

The malaria eradication campaign that began In 1956 in Costa Rica has been highly successful and by far the best in Central
America. This is not to say that the program has not run into
funding problems which have acted to delay completion of malaria 
eradication. 

AID assistance began with a loan for $500, 000 in July, 1966. How
ever, initial delays in implementation and the lack of sufficient
funding in 1967, in part due to the changeover in Government during1966, prevented achieving the established goals. Thus, a jointevaluation of the program by the GOCR, PAHO/WHO, and AID de
termined that the total cost of the plan should be increased by 47%
due to the necessity of reverting a great part of the malaria area
to the attack phase. The revised three-year plan was initiated in
1968 and has been successfully carried out with increased GOCRbudgetary contributions and an increase of the AID loan to $990, 000.Progress over the past three years is clearly evident as the number 
of malaria cases has been reduced from a level of 4,490 in 1967 
to 1, 191 in 1968, 688 in 1969 and 351 in 1970. 

6. ALTERNATE SOURCES OF FINANCING: 

The IBRD, IDB and Export-Import Bank iave indicated that they
are not interested in financing the proposed project in letters toAID dated October 21, 1970, October 22, 1970 and October 22,
1970, respectively. 

UNCLASSIFIED 
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7. VIEWS OF COUNTRY TEAM: 

The Country Team gives this project a high priority on both social 
and economic grounds and recommends authorization of the loan. 

8. STATUTORY CRITERIA: 

All Statutory Criteria have been or will be met. 

9. RECOMMENDATIONS: 

It is recommended that a loan be authorized to the Government of 
Costa Rica for an amount not to exceed $610, 000 to assist in fi
nancing the dollar and local currency costs of the Malaria Eradica
tion Program described herein, subject to the following terms and 
conditions: 

A. Interest and Repayment Terms 

The Borrower shall repay the loan to AID in U. S. dollars 
within forty (40) years from the date of first disbursement 
under the loan, including a grace period of not to exceed ten 
(10) years. The Borrower shall pay to AID in U. S. dollars 
on the dis iursed balance of the loan, interest of two (2) per 
cent per annum during the grace period and three (3) per 
cent thereafter. 

B. Other Terms and Conditions 

1) Conditions: 

a) Prior to the first disbursement or the issuance of 
the first commitment document under the Loan Agree
ment, the Borrower shall furnish to AID, in form and 
content satisfactory to AID, a schedule of its contribu
tion to the Project during the final two-year attack 
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period which commenced January 1, 1971, and three years of the consolidation phaoe beginning

January, 1973. 

b) Prior to the first disbursement or the issuance of
the first commitment document under the Loan Agree
ment, the Borrower shall furnish to AID, in form andsubstance satisfactory to AID, evidence that the contribution to the project by UNICEF and PAHO/HO will be
available on a timely basis.
 

2) Covenants: 

a) Borrower shall covenant to provide the resources 
necessary to achieve the eradication of malaria in Costa Rica and to prevent its reappearance. In furtheranceof that undertaking, Borrower shall covenant to consult periodically with representatives of AID, or such
 persons as AID may designate, through 1975. 

b) Borrower shall covenant to take adequate and timelymeasures to prevent reintroduction of malaria from 
neighboring countries.
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10. 	 CAPITAL ASSISTANCE COMMITTEE: 
Capital Development Officers Robert G. Pratt, USAID/CR 

Ronald Bobel, AID/Washington 

Public Health Advisor Vernon Scott, USAID/CR 

Malaria Advisor Eloy Barreda, ROCAP 

Economic Officer James Fox, USAID/CR 

Drafted by All above
 

Date 
 February 22, 1971 
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SECTION I 
 BORROWER 

The Borrower will be *he Government of Costa Rica (GOCR).

The project will be administered by the Ministry of Health
 
through its Serviclo Nacional de Erradicaci6n de Malaria
 
(SNEM).
 

The SNEM, a division of the Ministry of Health, was es
tablished in 1956 and since that time, although occasionally

restrainee by budgetary limitations, has conducted a success
ful malaria control and eradication campaign. Operational

results during the past three years (CY 1968-1969-1970) have

been exceptional due to the technical capacity of SNEM and
 
the availability of sufficient budgetary allocations from
 
the GOCR and the AID loan.
 

The organization chart of SNEM is illustrated on the
 
following page and a description of its principal offices is

provided in Annex II, Exhibit A. 
It should be understood
 
that the administration of an anti-malaria campaign is a com
plicated task as it involves the coordination of many diverse
 
activities including laboratory testing, surveillance of ma
larial zones, education of the public, procurement and main
tenance of vehicles, equipment and materials, training,

spraying, and support of field personnel.
 

The activities of SNEM have been continually evaluated
 
during the course of its life by those organizations - PAHO/

WHO/UNICEF and AID - which have provided it with external
 
assistance. 
The most recent evaluation3 took place in May/

Juno, 1970 by a joint review team consisting of the above men
tioned organizations and separately in September, 1970 by Mr.
 
Donald Wood of the U.S. Public Health Service at the request

of USAID/CR. In addition, an AID audit was made in July,
 
1970.
 

The conclusions of the evaluations wore that, while SNEM
 
could improve certain areas of 
its operatinns, its overall
 
performance was very good and that it could successfully com
plete its proposed program substantially as scheduled in its
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most recent five year plan (1971-1975). 
The above reports

have been reviewed in detail with SMIM and the latter is

taking the required actions to improve Its weaknesses.

is our conclusion that SNEM 

It 
has the administrative and tech

nical capacity to successfully carry out the project for
 
.which the AID loan is being made.
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SECTION II PLACE IN COUNTRY PROGRAM 

This project may be considered as a residual activity in the assistance program in Costa Rica. Its implementation period (1971-1972) iswell within the implementation periods of the Mission's Population projectand the Agricultural Development program (Loans 515-L-022 and 515-L023) which will constitute the major Mission activities during the nextseveral years. However, the Mission feels it is an important project forAID because it represents an opportunity to help complete a programbegun in 1966 with AID support and, when completed, the eradication ofmalaria from Costa Rica will remove a significant, potential threat tothe continued rapid development of the country's lowland areas. 
Implementation of the project will not require additional USAID staff.The project will be managed by the USAID Public Health Advisor, who willalso be managing the Mission Population project during the same period.The ROCAP Chief Malaria Advisor will provide technical assistance to theMission in monitoring the project. 
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SECTION III BACKGROUND
 

The development of the rich lowlands of Central America
 
was retarded for centuries because of the high incidence of
 
malaria. 
 In 1925, Dr. Robert M. Taylor of the Rockefeller
 
Foundation made the first malariometric survey in Costa Rica
 
and estimated the number of malaria cases at 50,000. 
This
 
was at a time when the population of the country was only
 
400,000.
 

Although anti-malaria programs have been operative in
 
Central America for over sixty years, the over-all ende=icity
 
of the disease was not significantly reduced except in areas
 
such as 
the Panama Canal Zone where intensive anti-mosquito
 
measures could be taken. Control measures were limited pri
marily to larviciding and water control measures which served
 
as a direct attack upon the breeding habitat of the mosquito
 
population. The impossibility of financing anti-mosquito
 
measures of this kind throughout the entire isthmus limited
 
its applicability.
 

The advent of the residual insecticides like DDT and
 
Dieldrin during World War II permitted the application of a
 
new principle which was adopted for the first time by all mem
 
ber countries of the World Health Assembly at ita 1955 meeting

in Mexico City. This principle was based upon the reduction
 
of the parasite reservoir in humans and not upon the elimina
tion of the mosquito An itG outdoor breeding locations. The
 
stv'ategy was 
to spray all. houses in malarioAs arues with DDT'
 
for the purpop of preventing mosquitos from transmIttin- in
fections from infected to non-infactod people. Thid method
 
was to be supported by case finding which sought to locate aud
 
treat all malaria cases.
 

In 1956, the Government of Costa Rica decided to Join ef
forts with the Government of Mexico, the other Central American 
republics and Panama, to initiate a Malaria Eradication Program 
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and, for such purpose, signed the "Tripartite Operations Plan
 
for the Project of Malaria Eradication for the Republic of
 
Costa Rica", with PAHO/WHO and UNICEF in 1957.
 

The preparatory phase of the malaria eradication program

in Costa Rica, which converted the old control program into
 
an eradication one, was carried out in 1957. 
During this
 
phase, the demarkation and geographic reconnaissance of the
 
malarious areas wore performed and the Servicio Nacional de

Erradicaci6n de la Malaria (SNEM) was established with profes

sional specialized technical personnel and trained technical
auxiliary personnel..
 

The attack phase, which consisted of the total coverage

of the malarious area with residual-action insecticides in
 
house sprayings, was initiated in July 1957 using DDT in 
se
mestral cycles. 
 In mid-1961, it was ascertained that in some
 
areas of the Pacific slope, house spraying with DDT did not
 
interrupt transmission duo to certain epidemiological factors

(type of housing, interference with spraying, renewal of 
sur
faces, population habits, vector habits, etc.). 
 Between 1962
 
and 1964, collective treatment with anti-malaria drugs was
 
used with good results to eliminate transmission persistence

foci in small areas with a total population of 13,350 inhab
itants, but it was discontinued because Of ins,ificient funds.
 

From 1964, the financt.al status of the malaria program
became more critical forcing A nuccession of stoppage of ac
tivitios and reductions in field operations which were cut to
Just 45% of planno levels. At the same time transmission 
outbreaks weo 
 discoverod in the coriolidation areas, part of 
which was reverted to attack at the beginning of 1965 
(3,200 sq.km.). 

In April, 1965, the Government presented a Triennial
 
Eradication Plan for integral attack in the areas where trans

mission peristed and for the inten3ification and improvement

of epidemiological surveillance in the consolidation areas.
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The plan received the technical approval of PAHO/WHO. 
To fi 
nance a portion of the estimated local expenses of the Plan,
the Government signed a Loan Agreement for $500,000 with AID

in July 1966. 
 The foreign exchange costs of technical assis
 
tanco, equipment and supplies were provided by grants from
 
UNICEF and PAHO/WHO.
 

Because of budgetary cutbacks from the GOCR the program
 
was delayed and some of the previous accomplishments were re
versed. Between November, 1966, and February, 1967, an eval
 
uation of the Plan was carried out by the GOCR, PAHO/WHO and
 
AID. It was determined that, to be effective, the total cost
 
of the Plan should be increased by 47% due to the nocessity

of reverting a great part of the area under the consolidation
 
phase to the attack phase as transmission had returned. To

assist in financing the revised Plan, AID and the GOCR signed

an amended Loan Agreement on October 11, 1968 
to increase the
 
AID contribution by $490,000 to a new total of $990,000.
 

During the past three years the malaria eradication plo
gram has not its highest level of success in Costa Rica duo 
to the long oxperionco and continued technical and adminis
trattivo im.,p.rovomonts of SNEM and the fact that the necessary
financial contributions were =ndo ax 
needed. Clear ovidence
of the success is provided by the reduction in malarla cases
from a level of 4 ,90 In 1967, to 1,191 in 1968, 688 n 1969 
and 351. in ]970. 

T.A succouu :N: thf last three years has led to a now
fiv, year plan, t;,) goals of which are to end the attack
phnoe by the end (if1972 ani to comp.otely eradicate maiarls 
in Costa Rica by 1975.
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SECTION IV. TECHNICAL ANALYSIS 

A. ERADICATION STRATEGY 

Eradication methods have evolved from worldwide experi
ence in the fight against malaria. The World Health Organization (WHO) 
in its role as the international coordinator of eradication efforts, has 
made important contributions to the establishment of standards and cri
teria by which eradication progranms are developed and governed. 

The mosquitos responsible for mos of the malaria trans
mission enter dwellings to bite humans and ,;pcnd at least a short time 
resting on the inside walls before leaving. If these inside walls and 
surfaces are covered with a residual insecticide such as DDT, the mos
quito picks up a lethal dose and is destroyed. In this way the cycle of 
man-to-mosquito-to-m an Of malaria is broken by eliminating a portion of 
the insect vector population. All modern maifaria eradication programs 
aimed at errdication in large areas are based on this principle. 

This method of insecticidal attack on the inosquito vector is 
sup)ih'1l ented by an attack on the ma] aria parasite in man by the use of 
anti--malarial drags. At an appropriatu time in the evolution of the cam
pa g-n, usually after totl inscet icidal cofera of lhons eS has been initi
ated, a sy-t,,n of lo,-Ating an(d t renting nal 8i cases, mist be developed. 
Whe'n f yer i;e., "e discovied they ae trea'teICd with a presumptive 
dose of :,n ant i-m'Lari ,l drug, and a blood slide is taken for microscopic 
examnilmtien.mi the slide is I,:; it iv- , tlien t."e imala c-ia service employee 
r-. ! rn'- 1v Tove d -1pti,.nt a ra dical drug t reatni 'l,and the appropriate 

The e:ircli for po.itiv , cnso's ma;':ty ;.li5;li(soo 
throngh "l :.'v dA e'ti n sysl cm. %\networ- of'mlaria detection posts
is CStalished in :I a ea wh ee l ;ire ini<'n front pco)le with fever. 
TheS(! posis-; mia be opernted hy V,)hII,, ('Or c,,l I *ihoratofs esor may be 
tablished in exir ruraluring or m incit health service facilities. Under 
special circumstances, entire groups of people may be treated with anti
malarial drugs at fixed intervals. This mass drug treatment of entire 

UNC LASSIVIED 
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populations serves to quicdy deplete the parasite reservoir in areas of 
high transmission. In this way mass drug treatment can be a supple
mental measure to residual house spraying. 

With this basic strategy of house spraying plus chemotherapy, 
a definite sequence of program phasing must be adhered to for the orderly
achievement of eradication and the maintenance of eradication after it Is 
achieved. 

The strategy of malaria eradication, developed on lines
 
recommended by the World Health Organization (WHO), is composed of
 
four principal phases.
 

1. The preparatory phase is devoted to (a) malaria surveys
intended to define the area of transmission, and (b) the plarning of future 
phases. Key activities of this phase include: the delineation of operating 
areas, the mapping of these areas, the hiring of supervisory personnel,
the location and establishment of operating bases, and the acquisition of 
supplies and equipment. The next step entails the hiring and training of 
spray men, squad leaders and case detection personnel. This phase nor
mally requires at least one year. 

2. The attack phase is devoted to the spraying of inhabited 
dwelling. The frequency of spraying may vary between one to four times 
a year, dejain o c.ee:,!conditioF.;, A case detea.-tion system is de 
yclepe~d durngn{; .. pha to loeal,? maaria cases; anmd provide treatment 
as requii'cc. Thi,: systen, of surveillance ':erves to detect areas of slw 
1!S 1,7)( :7 \\' 1 : 1 to inlI eaisureu Ih degree of progrle,.:s vteiieved under thea111 

proAr: ctiviLie:: iS is phase normatly require three in five years,c 
if fill, irInl I j% cn ' ,.'!l 

3. T"ho consolidanion ctivit e F th:a C,,' i on.f ofier auIrv, iI ,lW(cIctivities fill on aII intensified basis. F or h11sis

)ension of residll sj)r aying activiti,, , which c.rjaIly sig-als the end of 
the attack 1h, he less than one case permalaria inedl(Ic(, :.houl(i 
10, 000 inhabitaits per year. In addition, tho surveillance system must 
be developed to the extent where adequate coverage is provided. Intensified 
surveillance activities arc continued until there is a demonstrated lack of 
evidence of tr nslnission for at least three consecutive years. 

UNC LA SSl FIED 
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4. The final, or maintenance phase activities include 
case detection, investigation and treatment for the purpose of prevent
ing the reintroduction of malaria transmission. These activities are
 
less intensive in scope than similar activities conducted in earlier
 
phases.
 

There are basically two methods of surveillance which 
can be utilized in the maintenance phase. The first is to have a national 
health program developed to the point where it can assume the responsi
bility for maintenance phase activities with or without the transfer of 
resources from the malaria eradication agency. The second is to main
tain the structure of the specialized agency and give it wider responsi
bility in the public health field. 

B. GOCR OPERATIONS 

The malarious areas of the country are limited to the low
lands and foothills up to an altitude of some 500 meters. The SNEM 
program consists of 35,446 square kilometers (61. 8% of the total land 
area of the country) where some 549,575 people live (31.1% of the
country's total population). At the close of CY .1.970 the situation was as 
follows: 

Areain S(q. Knm. Inhabit.ants Localities Houses 

Area in consolidation I7,2 85 176,632 650 27,000
Area in attack 18,16;1 372, 943 1, 721 83,758
Total M:darious Area 35,446 549,575 2,371 110,758 

The area in consolidation comprises 48% of the malarious 
area with 32% of its popidation. 

'rhe t:ble on the following page show, the progress obtained
in the period since SNEM was established. The decrease in the number 
of malaria cases, the slide positivity rate (SPR) and the annual parasite
index (API) in the last three years is spectacular. The number of cases 
has decreased by 92% from 1967 to 1970. Another noteworthy result is 
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the high annual blood examination rate (ABER) which is well above the
10% of the population as recommended by WHO to insure an efficient 
case detection mechanism. The end of the triennial plan (1968-1970)
also showed a shift of certain areas from the attack to the consolidation
phase. The latter phase had a population of 176, 632 at the end of 1970 as compared with 99,436 the year before. Previous experience in Costa Rica and in other countries, however, has dictated caution in shifting
areas from the attack to the consolidation phase. 

The spectacular progress in solving the malaria pi'oblemcan be attributed to several factors: the high priority given to the program by the GOCR as evidenced by a sufficient allotment of funds toSNEM in advances of six months; the capability of SNEM; the effect ofthe attack measures implemented; and the success of the public health
education activity in obtaining the cooperation of the public. In spite ofthe programn's success, however, the duration of the last three-year
plan was not sulfficient to allow the entire malarious area of the country
to pass to the consolidation phase in 1971. 

C. PROJECTED ACTIVITIES 

Costa Rica has prepared, with the assistance of PAIO, anew five-year plan which contemplates having the entire malarious areaof tile country undelr the consolidation phase in 1973 and uncde". nainite
nance at the cie,,ic~1iu,,-),t of le A an. The AID assi stance will be limitedto the initial two-yeo r atf acl, ,:: of the plan. The five-year olan has 
been fbrmdlly approved by PA I10. A brief tabdar suniiary of [he plan 
may~- b f, ,Und na !h I1n', ,. rig n e. 

Thllc pkn ,)Uaclion in .1!)'i1 ceontintes; ",iiSe spraying vilb rfe
sidual ins ctieides 1l) 50, 10 ihouse.- Supjpl i ,1ry atack ilne;isq os,
sach a LS rvi cicilin ', (oil (2ctive d I'k'Ote;ntmncut and (tihcrs, will be '1sedas indicated to e lim iiii fociit oft tan ;wij,sion. Appru' imately 200, 000slides will be :akon throughIhe uctv,, k of 1, 2,43 voluntary collaborators,
100 healfli, melieal and hospital fac ilil.ic s (passive case detection) andthrough SNEM workers (active case detection). Passive case detection
will be given greater emphasis in the area under consolidation and active case detection in tle area under attack. The latter permits a more 
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exhaustive search for cases and confirms if transmission of malaria is 
being interrupted. Areas highly vulnerable to migration in the consoli
dation phase shall also have exhaustive search through active case de
tection. Presumptive treatment with chloroquine will be given to every 
person from whom a blood smear is taken (200, 000). These persons are 
all febriles (feverish) or with history of recent fevers. Radical treatment 
will be given to all cases found for fourteen days by SNEM personnel for 
P. vivax cases and for three days for P. falciparum cases. In areas wnder 
consolidation the contacts of the case will also receive radical treatment. 
In small localities all febriles and persons with recent fever will also re
ceive radical treatment, and if indicated to accelerate the elimination of 
the foci, the entire population of the locality will be given radical treat
ment in areas wnder consolidation. All recipients of radical treatinent 
will have blood smears taken each month for a year if P. vivax cases 
and for six months if P. falcioaruin cases. 

Epidemiolog-ical investigations will be made of all cases to 
determine classification and origin of case. When indicated, massive 
blood smi(ar surveys will be made in small localities to facilitate the 
detection of possible asynmptomatic reservoirs. The time between the 
taking of the blood smear and the microscopic examination of the slide 
as well as the interval between the slide examination and the radical 
treatmen. must be as short as possible. 

in the consolidation phase, dct.ection of a case will be im
rnediatelv followed by mnerguncy ineastires such as focal house apray
ill, collective ti'eatne;t and others. For these foc;:Cl sprayings, SNEM 
will Lrain spleciIl pcrsolnncl for this purpose as well as to assist with 
rAdic .. ,tsdi (tS..' , 1

7] I S tV(I)iood sSu,.n r surveys, etc. 

llc. toai. i,.1i :1\,'i,,,ile will incl-ease its parti ipation 
in the alat'ria progrc'lam in J.971 with lhe objcct, vd of assuming full re
,;ponsibility for it Y Li te end of the five- year plan. The National 11ealth 
Service will p artia ate in the elpitcun iooical activities, especially in 
the seearch, detection and treatm ent of (s. A plan will. be made dur
ing 1971-1972 to include practicing nicuj;l and paramnedical personnel 
as well as the public in general in the task of preventing the re-intro
duction of malaria to Costa Rica. During the consolidation phase, the 
participation of the National Health Service will be expanded to include 
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exchange of information, training of Health Service personnel, meetings
at local level, seminars and any other activities required. A National 
Committee will be formed with subsidiaries in Cantones (similar to 
counties) with the following purposes: 

1. Facilitate coordination at all levels. 

2. Advise the National Health Service personnel and the
 
Regional Committees to achieve adequate participation.
 

3. Supervise and evaluate the epidemiological surveillance 
of malaria. 

4. Promote the meetings and seminars as needed for the
 
coordination of activities.
 

5. Set standards for the transfer of areas in consolidation 
to maintenance. 

SNEM -will be absorbed into the Health Service upon com
pletion of the consolidation phase at the end of 1975. 

D. TECHNICAL CONCLUSIONS 

PAIIO/W h:s approved Lhe five.-year technical plan. The 
ROCAP Chief Malaria Advisor also considers the plan technically sound 
and hoLes thAt its success will be cahaneccd by the development of the 
rural health infrasLrctmure in the malarious areas of Costa Rica, as ex
plained abov,'. 

E. TECINICAL PERSONNEL FOR PROGAM 

Since the beginning o" the prograin in 1957, the Government 
of Costa Rica has received technical assistance from the Pan American 
Health Organization (PAHO). Assistance will be continued as follows 
during the first two years of the Plan: 
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- 21 - UNCLASSIFIED 

1. PAHO Local Personnel 1971 1972 

Medical Officer * 1 1 
Sanitary Inspector * 1 1 
Sanitary Engineer ** 1 1 
Entomologist *** 1 1 
Administrator *** 1 1 

2. PAHO Zone Office (Guatemala) Personnel 

Medical Officer 2 2 
Administrator 1 1 
Parasitologist 1 1 

The USAID Mission has one Public Health Advisor in charge 
of all health and population activities. His principal task in this project 
will be in verifying that SNEM follows the technical plan. In this he will 
be assisted by the ROCAP Chief Malaria Advisor and by ROCAP TDY 
consultants. 

With the initiation in January 1971 of the five-year technical 
plan, 324 SNEM employees will be working in the malaria eradication 
program. In addition, there are 1,243 voluntary collaborators in the 
same number of malaria notification posts. 

1<y SNEM staff membe-rq of the progrni are the physicians, 
engineers, adininistrators and health educators who function as chiefs of 
the major technical sections. Other .ey personnel are the Zone Chiefs in 
the field offices who un1 4eient. and supervise the field operations. The 
competence of brth Il pfi'ofessional and non-professional personnel is 
high. Of equal iniiortance is the strong dedication of the majority of the 
employees at all levels. The training program includes the training of 
new personnel andrefrteshe' courses for other employees. 

• Stationed in Costa PiN 
•* Works in Panama and Costa Rica.
 

• * Works in Panama, Nicaragua and Costa Rica.
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SECTION V 
 FINANCIAL ANALYSIS
 

A. PROJECT REQUIREMENTS
 

The total estimated cost of the five-year Plan exclusive

of the PAHO/WIIO and UNICEF contributions, will be the equiva
lent of $4,019,000. The largest requirements will be during

the first two years of the Plan, during which time the attack
 
phase will be completed. 
 The AID loan will supplement GCR
 
budgetary contributions during this period, after which the
 
normal budget of SNEM will be sufficient to carry out the re
maining three year consolidation phase. In addition, PAtiO/

WHO will continue to provide the foreign experts needed with
 
UNICEF providing most of 
the imported insecticides and phar
maceuticals.
 

The proposed financial plan for the two year fiinl attack
 
period is as follows:
 

Entity 1971 
 1972 Total
 

GOCR $ 553,000 613,000
$ $1,166,000 

AID 320,000 290,000 
 610,000
 

PAUIO/wUO 117,000 117,000 234,000
 
rU.CF 40 000, 

---- 1-_ __1-2 

TOTA1L $z., 030 I,060, 0 ,$2,090,000 

A dotailed broa!kdown of the finnncial plao during CY 1971 
anti 1972 is prosontod in Annex II xhibit B. 

Essentially th locai currency costs of tV, pro
gram will be shared on the basis of a contribution of two
thirds from the GOCR to one-third from AID. In addition, AID 
will finance approximately $35,000 of vehicle and equipment
 
imports in 1971.
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This funding arrangement is a continuation of that fol
lowel since 1968. 
 As the AID loan is disbursed subsequent to,
 
or pIri passu with, the GOCR contribution, there is no danger
that AID funding levels will be greater than established herein.
 
Furthermore, since 1968 the GOCR contributions have been made
 
on schedule with few exceptions.
 

The AID loan can be viewed as providing the amounts necessary

to finance the extraordinary costs required over the next two years
to make it possible to complete the attack phase and move on the
consolidation phase which will require 

to 
a smaller budget. This is
 

partially illustrated in the budget estimates for the Five Year

Plan shown below. 
The amounts shown are not identifiable as ex
clusively applicable to the malaria program per se because the

SNEM personnel will increasingly be employed in general public

health capacities, especially during the consolidation phase (1973
1975). Furthermore, as the amalgamation of the malaria program

into the overall public health program proceeds the amounts shown
below may be provided in part in SNEM's budget and in part in the 
overall National Health Service budget, but all within the budget of 
Ministry of Health. 

Yearly Budgetary Requirements
 

CY 1971 $ 873,000
 

CY 1972 $ 903,000 

CY 1973 $ 745,000
 

CY 1974 $ 764,000 

CI 1975 L 7 /,000 

TOTAL $4,019,00
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B JUSTIFICATION OF LOAN TERMS
 

The project committee is of the opinion that the terms
 
recommended (40 year repayment, including a 10 year grace
 
period, at an interest rate of 2% during the grace period
 
and 3% thereafter) are appropriate for non-revenue producing
 
projects in Costa Rica. A macro economic analysis is presented
 
in Annex II, Exhibit C.
 

C PROSPECTS FOR REPAYMENT 

The loan will be repaid out of current Government reve
nues rather than from any income derived fron the malaria proj
ect itself. Consequently, repayment prospects depend upon the 
general health of the Government's fiscal and balance-of-pay
monts positions. These are analyzed in detail in Annex II, 
Exhibit C. The conclu-jion reached there, is that prospects 
for repayment are very good. Present dobt--nervice requiremanta 
aro quite manageable and Government rovenues and export income 
show very dynamic tendencies. 

D LOCAL CUR.RE1NCY FINANCING 

Tloe loan s 1,l : inance upproxirlatoly 35% of the local cost 
component of tho program for th, next twio years, after which 
the full hurd(.' wi.11 tj- a:nrumted by the GOCR. There Liro sev
tri 3. iiiportant jutificationvs for nuch local currency expondi-
tu'es by AIli. 

Fi27st of all, G(=,,o. "nc a n(:o.i7- It2 lha ' of 
tot'AL pro.;-rara co:;t2;. its sharo:, of tho : I :ur,:,; of the .!rst 
z,..Iar l tan via,; 52, whero.as It .41ll t, rocqulrwid to ci'rry' Yt;t 
thall 65 of th..; loca. cx:.ts ivt1u:r tho new loan. Thi;; change 
in proportion involvcs an uanuii rato of o.;pondituros by the 
Gear that is 21"'7. bl;hor thaa its ,7ponding on the first loa. 

Secondly, despito tio continued, and successful, efforts 
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of the Government to increase tax revenues, the expenditure

requirements from its other programs make the undertaking of
 
financing of all local costs for the malaria program difficult
 
at this time. This is especially true because of the heavy

counterpart obligations of the GOCR under the AID Agricultural

Sector and Municipal Development loans. 
 These two loans require

increases in the GOCR budget of 
some ($16 million) over the
 
next four years.
 

A third reason for the AID participation ia the large

burden already assumed by the GOCR relative to the other
 
Central American Governments involved in the regional program.

Table I compares the budgetary efforts of the five Contrul

American countries and Panam:a per person in the affected zones. 
AH is clear from the table, Costsi Rican offorta are much
 
greator than those of any of 
the othar w.eombers of the regional
 
program.
 

TABLE £ 

1971 Government Budget for Malaria,
Country perperson in affected aroas (U.S.$). 

Corta Rica TIO.90
 

Gun to,';] a 
 0.67
 

hod, ,,~ 0.29 

P'h inati0. 
 52 

Pin1ly, tl'oy.h nost of t'. ,'Ai-fii,,anced otpendil'urOe will 
occur in Costa Rica, they ,v .4. ", c,...-.:;cd of spending that can 
Justifiably be ca"O'cid cipital in, ,u1, its ,zplained abovo, 
ao the spending wil) not r t'e.oly be one ol or4inary budgot support. 

U'!;,,3S.; 1,1 LED,A 
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SECTION VI 
 ECONOMIC ANALYSIS
 

In 1929, Dr. Hol6n Nifloz, the Minister of Public Health,
 
analyzed the effects of malaria in Costa Rica as 
follows:
 

"Malaria is the most widely scattered endemic'in our

territory, causing the highest rates of mortality and
 
morbidity; its essentially chronic nature, the anemia
 
which it produces and the debilitation of individuals
 
make its control rather than a problem of public health
 
a problem of political economy; in fact, it is 
in the
 
richest regions of our territory, wherefrom some of 
our
 
basic products are produced, whore malaria causes its
 
greatest damage, reducing to 50% the efficiency of workors
 
and therefore reducing to 50% the productive cnpability
 
of the Nation. Those anemic, weakenad men come to in
crease the hospital population, burdening the Public
 
Treasury in this new way. 
 It Is necossary that the Gov
ernmont, with a pencil in hand like a real financier,
study the benefits of an operation which would consist
 
in the application of funds to clear malaria frow the
 
main production centers of the country; then it uould see
that the di:;bu 'semonts aadc would ho coipensAtod by a 
higher national production, by a docronso of patients in
the hxpitn , :idi by a :eoduotion of ; o,.'ttv, that is, 
an econuium? of (lA humail -a'n!:-.)r. 

SInce that t ,o "iosta l0c'U h'ri fougiht r.aL0,Ia inli those 
arc-:s whorc the diUaQ,e h:.A, ouon provalent - all .-,gions lying
at 1e:' than 500 motors abol,n !;ea5n , - three Prov-Bw "h:f 

ipcc ,' of Guar,ca;s te, tit.tvl: 
 Cb'l.h at the Paclfic sido) and 
Limo-i to-cd,;tr : :cotznt for ,ioizo w,', of the i. -1 ,,I;tabor of 
J.nh,,',. Lints of tlue 7..lr ik , dh,rl be notedI d that
 
a ;.>-r asill. 
 Coi,' ta ilica's ro it, i ir, ciicaro .! (irowU in the 
throu P.;.v luc. 1:1. n t on, ppn/: 1i iy itsIn .dt I' .- 80%. of ba
nanas ani, r i o a.id 60%/* of ito c,,rr and cattle are grown there. 
The two raln ctsh cropf; not; o;tcx.;i't1y cultivated in the
malarlal zone are .,4j.feo 'ind sunr; in both of these cases 
further increases in production are re3trictod by existing 
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nrternatlona 1-orbblatferi quota agro0 ='"o' 6' Itso -S Mk',however, tithfjlac of de-4wUb nlpratrsri
 
~~~ tdee 
 Ont ;of the' ma n' crops f eMRia 

Th genral Picure o h malarial zone, Isa a re iion 
aproduction, bothin export crops (banans' Cotton', Cacao,cate nd in rops for domes tic consumption (rice, uugar,as We11 as those, name&0 epr os)IMeover, the production~of. th~isregion hasbeen growing -rapidly and may' be 

the impetus oth~e AID Agricultura SthetiLwnan 

priority' given the agriculturalj sector~by 'the 
 XR
 

In the longer run perspective, the increasIng~LLPop uIatIonpressure in the hglnsepcilyin the U80a cenral
'will gradually forceomany people into theto Lovlands; not onlythe already developing parts of. GuaastoY im6n~ad Puntarenns, but also into their undeveloped prtasna~4lso iuto
theargosparselypouab 
lowlandarsoftePvinn
of Alajuela and lioredia. This process'j inalready underway,for example with the colonization schemes at BataaninLix6nProvince and with 

. 

the rapid development of,'tho S nCrlosKregion 
 in Alajuela Province, All thsdvlpeti itrl 
>" 

ly based on the asslumption that malaria will uo t gain be thescourge that it Ahao been in the past. 

It cannot be argued that the prevalence of malaria inCosta Rica in itself presents a serious impediment' to economic
progress at thig time. 
 The average valua of the parasite

index (defineod as the number of examinedtive evidanco slides showing postof malaria pMaraitto, which in Costa Rica arealmost always of the milder P vivnx typo) in 1970 for the 

" 

whole malarial zone was only 0,6%I and incidenceIindicates no 
at thist level

serious health problem.: In fact, with the succeugof the malaria program, xinteitinal diseases-are a much moeserious health problem In the rural areas~ than malara. But~ 
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i-Costa-nica at-th alite fime mxalariaccan ,be,.rarisji11V1~wi'thin, a ited period. Tecot o h at kphoa

even of the consolidation phase fi a inVestment o.1

disease thataNoetm 
m 

a the leading ca6use ofmorbdtand one> of the leading causes of 'mortality in the"rura1 are as. 
~The continued prosonce of foci of malaria: parasites, is. a 

cons tant threat totedeeoe and' the cievolopigrrl
n'reas. . .Until these foci, are eliminated,~ there is-the constant
danger ~that muaaiacould erupt in epideaic propoartionsasR
soon as-igilanco,'isno' adqatl manand Mlaria is a ~ -~dynamic dies hcCud'aiycnttt the number onehealth~ problem-of the rural ireasas 'nj e past. 'The ma
laria 'vector Niu developing r'soac-o'D~nC~s.Rc 
,~.....and
d+.+ + # resistanttoU+++++t+ Dt -',. N'

+ +I + +++is already+ o d+++i+++ ++ 'N++++
in view of this vector resistan~ce. 

N, 

tN 

In summary, the residuAl pockets ofKtrasmission can be 
N':eliminated and such olimination is feasible An CostaRica 

within a relatively short period:,of' tim. 'This',would preventthe return of malaria incidonce~with its mortality, morbidity~j-N~ 
+ ..+ and debilitation and corresponding:loss ofpesent and futureeconomic benofits. 'The present program of the, Ministryof+Health, with the back~ing of PAiHO, UNICEP and AD-_apear' 

the best solution to achieve the tagtqikaId,sppersN..
This capital investment can provide roasobable insurance-

N', against the prossible economic stagnation of the rapidly'dvel-K& 
oping lowland areas in Costa Rica. 

: + :?N +N, 

::::::::: +::+: +++N:N+::+::N. ... +++++ N-N++ +;++:+.. .. ++ +:-'+-+++++: : +i++:.:: +,+:i+++::: :+++
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SCTION: VII IS SUES
 
............. ......
 

The principal issuees nd problems consdeedu rinrgthe
 
course of-intensive renew as foll ows:
 

<A. 
 > RUSTIFICATIONJ OF OA LU N FINANCINWG 

P>As. most foreignv e xchange costs~arebeing financed 
thriough UNICEF. and, PAHO/WHo, any AID loan assistanowud 
be largely the. currency coponent of project..loa f.or the
The jutificto o such local lcirrencyds 
cussed in Section VI, -ECONOMIC ANALYSIS.- In sizmary.'~the. 
financing by AID of I prx.iImtl / fthe local cduta of 
the project is~conisidere~d ani nvestment neesr t'complete>6
the attack'phase ofteGC','fv-ea aai rdcto 
progam.W This investmnnwillenable kthe SNEM to'carry out 
a stronger attack phasel onshue thoreby increasing the; jVr<
chances of success of the entire program. -~ 

B. REINTRODUCTION OF~ MALARIA FOM-NEIGHBORING COUNTRIES 

In view of the proximity of 7countries :-Pauanaa andV ~ " 
Nicaragua - where malaria programs~have Dot achieved th dere 
of success attained inCosta Rica, can it be concluded -that~> 
Costa Rica can be relatively sae fromr 'introductioaavaof 

laria from these countries? It not, how can the program beii+ V'
 

justified? -- -. . . . . . . . w V~
 
1 

Thi following measures have been previougly plannedA~~~V
but will not he executed uh2til 1971.'I-r ~ ,, 

whchby . The Rural Police (Guardia~doAsiiitencia"1Rural),4 >-qwhc by l-------ayfoceutilized by SNEM for thair~pogras ill 
enfrceconrolofmigrant workers, -takding blood samples of
 

all migrant workers coming from Nicarauaand Pazinaand ad-

ministering ,preventive 'treatmont tol all until the samples are 

-

processed. Radical troatment will then be administoredto
 
those whoso samples iv o+.'
are pos V0'A+ 
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Panama pres 
ts 'ni nti's 
Last -year.there:Wasjily con firme~d,case of MalariaW n o 
duced'from !Panama. 

Jiyoar,o41,k Iconflirmecd cases wrLas r e t ++ ntoueIu resp
ca
from Nicaragua, meriting strongermeasures alongthis border
 
than along the+Panamanian border, 
 Inau efor to so.ve t is ~ Problem a PAHO malaria consultant (Dr. G-baid6'' came to, Costa
Rica' in February 1971~ todicuss Preventive mepsures:'gain'st
'e.ntroduction of Maaria from N1iragua to CostuRica. uigthis o'ccasion the creations of ~a Pjieet~ betIl~ h 
Nic.ru.-Costa Rica:border, to over all portsof entry,, was
discussedY. . 

The principal goal' of the first loan was ,toinerp 
maloria transmission with, only, surveillance and control ef forts~ 

(osidtionphase). In view of4 the failure to reach that stage, what fac tors lead to the concluSion 
that~the consolidation phase can bereachod -by the end of 1972?
 

The tondency to aprogressivo~and ~systeai cusminu
tion in the number of <cases. of malaria, .dring the life of the
 
program, coupled with the measuroes that,.will be undertak~en,,

makes it possible to conclude, that, wti-2,mr years of~ 
attack malaria transmission can be interrupted, and thie programd +++++++ + + : . ....?+" ......' ++ +"7 i+
;+ +.. . .+ ++,:++°...+++ . ++ 


,7'+++ + ,+ +, +++ : ++ 
 '7''Vwill ++:+++++++,++++ 
+
 

+.+++,,,+++++++progress;s+<-+ intoS';O7the8 consolidation4' 4' '''< 4'S.''«'phase.' The following Mea
sures will assist in the eradication: 7 

1. Pro-entivo measures 4along theNicaraguan bode
and similar messuras when appropriate along the:Pnaano 
border.,++++++++. + + 7. +.. + . , .'&.+ .- ....
 

where resistanc touo ha DDT atefobondtetd
 

3. Collective treatment in specific areas where a
 
V''number 
 of cases have boen detected, 

+ +VU 
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SECTION VIII IMPLEMENTATION PLAN 

A. SCHEDULE OF ACTIVITIES PRIOR TO DISBURSEMENT 

The proposed loan is designed to support the first
 
two-year portion - covering CY 1971 and 1972 - of the five
year malaria eradication plan of the GOCR.
 

It is expected that the loan will be authorized by 
March 31, 1971. The Loan Agreement and Implementation Letter 
No 1 will be prepared immediately thereafter by the Regional 
Legal Advisor and USAID/Costa Rica. Because the loan will he 
substantially similar to the previous AID loan, proparation 
of the loan documents, negotiation and signing should require, 
even using conservative estimates, no more than GO days froy.t 
the date or Loan Authorization. Thus, wo expect that b. 
Loan Agreement will be signed by no later than May 30, 1971 
and probably nootier. 

As the Conditions Procodent will bo somewhat simpler 
than the previous loan, compliance by the GOCk should not pose 
a problom. 

B. LOAN 1)ISBURWE'!.(EN'T 

The hrGan -J,11 !ii., ,t'scd fiu.Lsoqivint to, or par 
pnsu With, the ud:t , y co V I .u tIons of the GOCR , th the 
laltt..r 1;han:'a;U ,a d65% of the ro~z',bn costs iind the AID 
loan 35,. A53 t:ho A.,., lorn vil h si,nod !:,ae aonthLs after 
th-, initintto!. of thA ('.1 1971 ,r',y;., the ontire hudget will 
be financed by the GCCR undtl all coud;i.ion, precedent of the 
Ali lon are r:t Th;. AID lo-n ttill then f nance a greater 
pro;iortlon oi the approvw:d.urosao.th ty c ,i>±i until reaching 
a level of 'c%5,oij, the total .4nouW,4,.. u.lized. SkthSiequent dis
bur;cmonts ".i not ('xceed 33" , Iof :..y budgetary expenditures. 

Documoritation requirod for ionn di;bura ements will 
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reain--:subs tant ialy-the-same71RS"L Us tn pth i'se ibg 1
~(515-L 016A). 'Each month SNFM wil sumi asdetile a
 
ry of program cost certified by S saoffiiallly designated
 
representaties and on .hat basisV AID wi 
 approve loan i
 
bursembe ts In accordance with AM untying 
 t o
 
AID conroller wl eUSD0 to'purchase the u '
 
amount of colonesa deposit them to the account of SNEM. 

Foreig exhag exediue _ n the ~loan will~b 
pursuant to jv Letter of Commitment Lter of Credit proce
dure'aiid folow procedures established~ in the' AID Capital
 
Projects-~Gidline.. 

NThe~loan isexpected to be~ fully comtte by th

end of CY 1972 but 'actual disbursements may.extend: losoeonths
 

'
into CY 1973 to use up remaining balances. 

C. CONTROL, MONITORING AND REPORTING 

Fiscal control of loan funds will be the responsibil
ity of the USAID/Costa Rica Controller, who will supplemen:
his review of documentation with occasional spot checks of the 
Ministry of Health and SNEM procedures s appropriateCerti-

' 

- Q 
fication of personial service vouchers and commodiypoue
 
ment vouchers will be provided by the'USAID, Public Health'Ad
visor. 
 The latter, along with the ROCAP malaria advisor, will
 
be responsible for spot-checks in the field and for 
ove ll 
assessmont of technical progress. p 

Periodic progress reports will be 'subitted toUBAID/:
Costa Rica by SNTEU and will be forwarded to AID/W. :,valuation 

'' 

i 
of Borrower reports and compilation ofA supplemenlary repors
on the project will be the responsibilityanof the USAID/Consia,_
 
Rica Capital Development 'Offic-er, assisted by the USAID/Cdon

troller, the USAID/Public Health Advisor and tho'ROdAP/Malaria,
 
Advisor. 't ~ ~
 -- >N~.t}Yp~~vN; 
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SECTIbN COVENA14TS -AND- CONDITIONS 

SIn addition to the nor mal l oasn conditions and covenants,",i 
t::lhe folowing will b~e included i.n the l~oan: 

A. CONDITIONSs 

1. Prior to the first disbursements or the 'issuance 
of the first commitment document under the Ltoani'Agireement, the 
Borrower shall furnish to AID, in -formj and~content satisfactory ,, 
to AID,,a schedule of its contributions to the,'rjc during

Athe final two-year attack period whicih commencbd'January,.

1971 and three years of the consolidation phase beginning

January, 1973. 

2. Prior to the first disbursement or:the issuance 
of the first commitment document under the Loan Agreement, the 

'IBorrower shall furnish to AID, in form rand substance. satisfactory
* 	 to AID, evidence that the contribution to the project by.UNICEF 

and PAHO/WHO will be available on a timely . 

B. COV]3VANTS 	 P

1. Borrower shall covenant to provide the-rsucs 
Knecessary to achieve the eradicationr of mnalaria in Costa Rica 

and to prevent its reappearance. In furtherance of- th~at eun-, 
*  dertaking, Borrower shall -covenant to -consult periodically with;f<1

representatives of AID, or such persons as AID may designate,l 
9 through 1975.	 



2. Borrower shall covenant to take adequate, and tiel 
measures to prevent reintroduction of malaria- from nihbrn 
countries. *-

I
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CHECKLIST OF STATUTORY CRITERIA March 29, 1971 

(Alliance for Progress) 

In the right-hand margin, ror eacn 
item write answer -or,.as apprc;)riate,
a summary of required discussion. As necessary, reference the section(s)
of the Capital Assistance Paper, or other clearly lientified and available
docurnent, in which the matter is further discussed. 
This form may be made
 
a part of the Capital Assistance Paper. 

The following abbreviations are used:
 

FAA - Foreign Assistance Act of 1961, as.emended. 

App. - Foreign Assistance and Related Agencies Appropriations Act, 1971.
 
M1MA - Merchant Marine Act of 1936, as amended
 

COUNTRY PERFORMANCE 

Progress Towards Country Goals
 

1. FAA R 208; §.251(b).
 

A. Describe extent to which 
country is:
 

(1) Making appropriate efforts The Agricultural Sector Program (Loan 515to increase food production L-022) now being implemented is one of theand improve means for food ways by which Costa Rica is attempting tostorage and distribution, 
 increase production of corn, beans and a
 
wide variety of other crops and modernizetheir storage and distribuion. Banking system has been and will continue makingsubstantial credit available for beef production. Rice production is being promotedby the MAG and CNP in part by encouraging a shift of production from smaller, lesseconomic farm units in N. W. of country to S. W.

(2) Creating a favorable climate The investment climate is very gopd infor foreign and domestic private Costa Rica. A principal factor has beenenterprise and investment, the high degree of political stability which 
isa result of the effective democraticpolitical system. Inaddition the Constitution guarantees foreigners equal rights withCosta Ricans, and major tax benefits and other.benefits are available to encoulrageinvestments, domestic and foreign. 
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(3) increasing the pubtio'e 
role in the deveZopmentaZ 
prooeoe. 

This project includes the establishment of a 
network of volunteer community collaborators 
to assist the program in the collection of 
blood slides and distribution of medications. 
This definitely increases the public role in the 

projects development process. The GOCR is actively increasing the public's role 
in the developmental process through its sponsorship of IFAM (a municipal develop
ment institution, community development and cooperatives, all within the AID-fi
nanced Agriculture Development Program. 

(4) 	 (a) Allooating avaiZable Because of the unusually small security bur
budgetary resouroes to den on the budget, and because of the effective 
development, democratic system of Costa Rica which exacts 

Government responsiveness to popular needs9 
the GOCR budget is heavily - 90% or more 

oriented towards economic and social develop
mont. 

(b) Diverting such Costa Rica has no army and is 
resources for unnecessary not intervening in the affairs of 
military expenditure (see other nations. 
also Item No. 16.) and 
intervention in affairs of 
other free and independent 
nations. (See also Item No. 14 .) 

(5) 	 Willing to contribute funds to The GOCR will contribute approxi
the project or program. mately $1, 200, 000 or 66 2/3 of the 

total of the overall project. 

2 
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(6) Making economic, social, The Agricultural Sector Pro
and political reforms ouch as gram provides financial and 
tax collection improvements and technical support to programs 
changes in land tenure arrangements, of the GOCR, that involve sub
and making progress toward respoot stantial elements of economic, 
for the rule of law, freedom of social and political reforms. 
expression and of the press, and Costa Ricans have an extremely high 
recognizing the importance of degree of respect for the rule of thq 
individual freedom, initiative, law, freedom of expression and press, 
and private enterprise, and recognition of the importance of 

individual freedom, initiative and pri
vate enterprise.

(7) Adhering to the principles of 
the Act of Bogota and Charter of The GOCR adheres to the principles ( 
Punta del Este. of the Act of Bogotd and the Charter 

of Punta del Este. 

(8) Attempting to repatriatecapital The improved Costa Rican fiscal 
invested in other countries by its and balance of payments situation 
own citizeno. in 1969 contributed to large capi

tal inflows, most of which were 
long term. A considerable portion 
of this capital was probably re
patriated by Costa Rican citizens. 

(9) Otherwise responding to the vital The GOCR responds as best it 
economic, political, and social can to the vital economic, po
concerns of its people, and demonstrating litical and social concerns of 
a clear determination to take effective its people, of which it is re
self-help measures, minded daily through the preos, 

legislative assembly and other points of contact with the public, of which there are 
many. A good illustration of the determination of Costa Ricans to take self-help mcaq
ures is the road built between the Atlantic port of Lim6n and Siquirres, with a combi-

B, Are above factors taken'into account in ( nation of Government resource
the furnishing of the subject assistance? pandublic contributions. 

Yes, the above factors were taken 
into account inthe formulation of S, 
this program. 
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ANNEX I - Page 4 of 19Treatment of U.S. Citizens 

2. FAA 0 620(c). If assistance is No such problem is known to existto government, is the government in Costa Rica at this time.
liable as debtor or unaonditionaZ 
guarantoron any. debt to a .S.
 
citizen for goods or servides
 
furnished or orderedwhere 
 (a) 
such citizen has exhausted
 
availabte legal remedies and
 
(b) debt is not denied or
 
contested by such governent?
 

3. FAA 6 620(e)(1). If assistance No such actions have been taken oris to a. government, has it threatened in Costa Rica.
(including government agencies or
 
subdivisions) taken any action
 
which has the 
effect of national
izing, expropriating, or otherwise
 
seizing-ownership or control of
 
property of U.S. citizens or 
entities beneficially owned by

them without taking steps to
 
discharge its obligations
 
toward such citizens or entities? 

rNCLASSIFIED 
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4. 	 PAA N 620(o); Fishermen's Protective Costa Rica has not seized, nor im-
Act, i.5. if country has seied, 0or posed any penalty or sanction againsl
ips any penalt or sanotion against, any U. S. fishing vessel or account 
any U.S. fishing "oeaseZ on acoount of of its fishing activities in internaits 	 fishing acti.'ities in international tional waters.waters, 

a. has any deduction requiredby N/A.
 
Fishermen's Protective Act been made?
 

b. hae complete denial of assistance
 
been considered by A.I.D. Adinistrator?N/A.
 

Relations with U.S. Government and Other 
Nations 

5. 	 FAA i 6 0(d). If assistance is for 
any productive enterprise which will 
compete in the U.S. with U.S. enter-
proc, ir there an agreement by the 
recipient country to prevent export 
to the U.S. of more than 20% of the 
enterprise's annual production during 
the life of the loan? 

6. 	 FAA i 620(j). lan the country 
pernitted, or failed to take 
adequate measures to prevent, the 
damage or destruction by mob action, 
of U.S. property? 

Loan funds will not finance a pro
ductive enterprise which will corn
pete in the U. S. with U. S. enter
prises. 

There has been no mob action in 
Costa Rica in recent history directed 
against U. S. property. 

UNCLASSIFIED
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Page 6 of 19 
7. 	FAA 8 620(1). If the country has The investment guaranty program
 

failed to institute the investment for the specific risks of expropria
guaranty program for the specific tion, inconvertbility or confiscation
 
risks of expropriation, in con- is in effect.
 
vertibility or conjyscation, has the 
A.I.D. administrationwithin the past
 
year considered denying assistance to
 
such government for this reason?
 

8. 	 FAA 9 620(q7). Is the government of The GOCR is not in default on interest
 
the recipient country in default on or principal of any AID loan.
 
interest or principal of any A.I.D.
 
loan to the country?
 

9. 	 FAA 0 620(t). Has the country No such incident has occurred. 
severed diplomatic relations with 
U.S.? If so, have they been resumed 
and have new bilateralassistance 
agreements been negotiated and entered 
into 	since such resumption? 

10.. 	 FAA , 620(u). What is the payment Costa Rica is behind in their con
status of the country's U.N. tribution to the U.N. The AID 
obligations? If the country is in Administrator has taken such ar
arrears, were such arrearagetaken rearage into account and has de
into account by the A.I.D. Administrator termined to continue assistance 
in determining the current A.I.D. to the GOCR. 
Operating Year Budget? 

U1. 	 FAA 0 6 20(a). Does recipient country No.
 
furnish assistance to Cuba or fail to
 
take 	appropriate steps to preVent
 
ships or aircraft under its flag from
 
carrying cargoes to or from Cuba? 

6 
UNCLASSIFIED 



UNCLASSIFIED
 
ANNEX I - Page 7 of 19
 

AID 1240-2
 

12.. 	FAA 9 620(b). If assistance is to a The Secretary of State has de
government, has the Secretary of State termined that the Government of 
determined that it is not controlled Costa Rica is not controlled by 
by the international. Communist movement? the international Communist 

movement. 

13. 	 FAA 620(f). Is recipient country No. 
a Communist country?
 

14. 	 FAA 9 620(i). Is recipient country No.
in any wa involved in (a)subversion 

of, or military aggression against, the 
U.S. or any country receiving U.S.
 
assintance, or (b) the planning of such
 
subversion or aggression?
 

15. 	 FAA 9 620(n) 
Does 	recipient country furnish goods No. 
to North Viet-Ncmi or permit ships or
 
aircraftunder its flag to carry
 
cargoes to or from North Viet-Nam?
 

Military Expenditures 

16 	 FAA 5 620(s). What percentage of Costa Rica has no real military 
country budget is for military establishment. Approximately 3% 
expenditures? now much of foreign of the annual budget is used to sup
exchange resourcea spent on military port the small internal security 
equipment? How much spent for the force. Less than 3% of its foreign 
purchase of sophisticated weapons exchange resources are used for 
systems? (Consideration of these this purpose. 
points to be coordinated with PC/MS.) 
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CONDITIONS OF tHiw LOAN 

GeneralSoundness 

17. FAA 0 201(d). Information and The lending terms inconclusion on reasonableness and cluded in this lioan are consistent withlegality (under laws of country and the laws of Costa Rica and the U. S.U.S.) of lending and relending terms 
of the loan. 

18. FAA 5 251 (b) (2) . 0. 251(e). The economic and technicalInformation and conclusion on soundness of the project assistedactivity ' economic and technical by this loan are analyzed andsoundness. If loan is not made pursuant confirmed in the body of the loanto a multilateral plan, and the amount paper. The GOCR has submittedof the loan exceeda'$100,000, has country an application to AID for thissubnmitted to.A.I.D. an application for loan together with the assurancesuch fundo together with assurances to that the funds will be used hi anindicate that funds will be used in an economically and technically soundeconomically and technicaZlu sound manner. 
manner? 

UNCLASSIFIED
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19. FAA 9 251(b). Information and The terms of the loan are felt to be within 
oonotust'on on oaptiti7y of the 
country to repay the loan, 
including resonableneos of 

the capacity of Costa Rica to repay and 
there are reasonable prospects of repay
ment. For related analysis see Section 

repayment proavects. V. 3. 

'2o 	FAA i 611(a) (1). Prior to signing 'All financial plans necessary to carry
of loan wilTl there be (a) engineer- out the project have been made and are 
ing, financial, and other plane included in the loan paper. No engj
necessary to carry out the assistance neering plans will be necessary to carry
and (b) a reasonagly firm estimate out the assistance.
 
of the, cost to the U.S. of the
 
assistance?
 

21. 	FAA § 611(a) (2). (If further Ratification of the loan agreement by 
legislative action is requiredwithin the Legislative Assembly is required 
recipient country, what is basis for but no opposition is anticipated. 
reaconable expectation that such 
action will be completed in time to
 
permit orderly accomplishment of 
purposes of loan?
 

2?P 	 FAA , 611(e). If loan is for capital NIA. 
assistance, and all U.S. assistance
 
to project now exceeds $1 million, has
 
Mission Director certified the country's
 
capability!effectively to maintain and
 
utilize the project?
 

23,. 	 FAA.9 251(b). Information and It has been determined that other 
conclusion on availability of financing sources of financing for this project
from other free-world sources, including are not available on feasible terms. 
private sources within the United States. 

9
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Loan 'o Relationship to Achievement 
of _Countrj and Regional Goals 

24. 	 FAA .4 O7; A 251(a). Extant to 
which aso tncerefleco 
appropriateemphasis on; (a) 
encouraging development of dem
ocratic economic, political, and 
social institutions; (b) self
help in meeting the country 's 
food needs; (c) improving avail-
ability of trainedmanpower in 
the country; (d) programs designed 
to meet the country 's health needs, 
or (e) other important areas of 
eco.nomic, political, and social 
development, including industry; 
free labor unions, cooperatives, 
and voluntary agencies; 
transportationand communication; 
planning and public acdministration; 
urban development; and modernization 
of existing laws. 

25, 	 FAA 9 209. Is project susceptible 
of execution as part of regional 
project? If so why is project not 
so executed? 

26. 	 FAA 9 251(b) (3). Information and 
conclusion on activity's relation-
chip to, and consistency with, 
other development activities, and 
its contribution to realizable 
long-range objectives. 

UNCLASSIFIED
ANNEX I - Page 10 of 19 

(a) The program will strengthen local 
community development through the re
cruitment of voluntary collaborators.
 

(b) N/A. 

(c) The program includes training of 
professional and sub-professional per
sonnel who will be utilized in malaria 
eradication activities and other aspects 
of public health. 

(d) Since the incidence of malaria is a 
health problem, the eradication of 
malaria will improve the health situation 
of the country. 

(e) See economic analysis in the loan 
paper. 

Previous financing for project was
 
provided as part of regional eradica
tion plan. AID support now concen
trated on Costa Rica in view of high

degree of success of program here as
 
compared to other C(ACM countries.
 

By improving the long-term health 
prospects of Costa Rica's lowland areas, 
this project will complement several 
other development activities in those 
regions including the Agricultural SecLor 
Program. 

10 
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27. 	 FAA 0 251(b) (7). Infowa*ion Economic analysis contained in this loan
and onci-u: -%on whether or paper leads us to the conclusion that this 
not the activity to be financed. program will contribute to the achieve
will contribute to the achievement ment of self-sustained growth. 
of self-sustaining growth. 

28. 	 FAA A 281(a). Describe extent The malaria program will require 
to which the loan will contribute popular participation by collaborators 
to the objective of assuring and others in order to properly identify
maxinnun participationin the task and eliminate malaria. 
of economic development on the part 
of the people of the country, throsh 
the encouragement of deitocratic,
 
private,and local governmental
 
institutions.
 

29. 	 F/A R 281(b). Deccribe extent to This program reflects the needs and 
h- ch program recognizes the capacities of the Costa Ricans. Evidence 

particularneeds, desires, and of this is the fact that the program wai 
capacities of the people of the developed by and will be largely financed 
countrj; utilizes the country 's by the Government of Costa Rica. 
intellectual resources to encourage 
institutionaldevelopment; and 
supports civic education and
 
training in skills required for
 
effective participationin
 
governmental and political processes
 
essential to self-government.
 

11
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30. 	 FAA 8 601(a). Information This loan will have no near-term impact on 
and .onclusions whether these efforts.
•Zoan wiZ onoourage effort&
 
of the country to: (a)
 
increase the flow of.
 
international trade; (b) 
foster private initiative
 
and competition; (c)
 
encourage development and
 
use of cooperatives, credit
 
unions, and savings and
 
loan associations; (d)
 
discourage monopo listic
 
practices; (e) improve
 
technical efficiency of
 
industry, agriculture, and
 
coninerce; and (f) strengthen
 
free labor unions.
 

31. 	 FAA 0 619. If aacistance is Costa Rica is not a newly independent country.
for newly independent country;
 
is it furnished through
 
multilateral organizations or
 
plans to the maximum extent
 
appropriate?
 

32. 	 FAA b 251 (h). Information and This project is consistent with findings and
conclusion on whether the recommendations of the last CIAP review. 
activity is- consistent with the
 
findings and recommiendations of
 
the Inter-American Committee for
 
the Alliance for Progress in its
 
cnnual revioew of national devel
cpment activities.
 

33. 	 FAA - 251(_(). Information and This project is not related to the promotion
conclusion on use of loan to of the cooperative movement in Latin America. 
czsist in promoting the coop
erative movement in Latin America. 

12
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34 FAA 0 209; 0 251(b) (8).. This progam r.±s no curect relevance to thqInformation and conclusion Central America regional integration movewhether assistance will 
 ment,
 
encourage regional development

programs, and contribute to the
economic and political
integration of Latin America.
 

Loan' Effect on U.S. and A.I.D
 
Program
 

35. FAA fl251 (b)(4), 9 102. 

Infoxnnation and concluion on 

This activity will have no significant u'irect

effect on the U. S.possible effects of loan on economy and no competition with U. S. enterprise will result direct-U.S. economy, with special ly from it.

reference to areas of sub-

Btantial labor surplus, and
 
extent to which U.S. commodities
 
and asnintanen are furnished in
 
a manner conoistent with improv
iro the U.S. balance of payments
 
poL i tton.
 

3& F/1A 
, 601 (h). Inforration and
cOnCTuZ-1On Private sector participation in this projectOn hw the loan will' will be limited to provision of afew commodiencourage U.7. private trade 
 ties.
 
and invctment abroad and how
 
it will encouragle private U.S.
 
participation in foreign

asvistance progrms (including 
une of private trade channels
 
and the services of U.S. private

enLerprise).
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37. PAA fl 601(d). If a capitat 
project, are engineering: 

There will be no procurement of engineering or 
professional services financed under this loan. 

aid professional services of 
U.S. firms and their affi
iates used vo the maximuf' 
extent consistent with the 
national interest? 

38. 1AA ii 602. Information and U. S. small business participation in the furnish
concTiusion whether U.S. smaZl ing of a limited amount of equipment to be financedbusiness will participate under the loan will be solicited through AID's Officeequitably in the funnishing of of Small Business. 
goods and services finance by
 
1he loan. 

39. FAA U 620(h). Will the loan This loan will not promote or assist foreigni aidpromote or assist the foreign projects or activities of Communist-Bloc c;.iuntries.
aid projects or activities of 
the Communiot-Bloc countries? 

FAA P 627. If technical It is possible that some grant-funded special"a.; 7vtance is financed by the ists from the U. S. Public Health Service w.;l.oan, info-mation and conclusion be used as technical consultants. They arewhther such assistance will be particularly suitable, are not competitive withfu n'n*fshcd to the fullest extent private enterprise, and can be made availab]epracticable as goods and profes- without interference with domestic progrmt.
a;onai and other services from 

'7~ateenterprise on a contract 
.'.vIs. if the facilities of other 
Td-ral agencies will be utilized, 
lnf:0o2,ation and concl uion on 

w;)/,2the.r they are particularly 
,iitdtcle, are not competitive with 
private enterprse., anid can be madc 
aailable without undue interferenc 
with domestic programs. 

14 
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41. 	 FAA 252(a). Total crount of money All loan funds are being made available 
unr 	 "loanwhiah is going direotZd to the Host Government; only a small
to private enterprise, is going to portion of the loan will be used for com
intermediate credit institutions modity procurement from private enter
or other borrowers for use by pri- prises.
 
Vate enterprise, is being used to
 
finance imports from private sources,
 
or is otherwise being used to
 
finance procurements from private
 
sources.
 

Loan's Compliance with Specific 
Requirements
 

42. 	 FAA 9 201(d). Is interest rate The interest rate of the loan will be 2%
of loan at least 2% per annm per annum during the grace period and 
during grace period and at leaat 3% per annum thereafter. 
3% per annum thereafter? 

13. 	 FAA R 608(a). Infortation on The loan agreement will contain a clause 
meaoures to be taken to utilize requiring the Borrower to make maximum 
U.S. 	 Government excess personac feasible use of U. S. Government excess 
property in lieu of the procure- property. 
meit of new items. 

44h., 	 FAA :i 604(a) Will Yes. 
a L commodity procurement financed 
under the loan be from U.S. except 
as otherwise determined by the 
President?
 

is 
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45. FAA 9 604(b). What provision is This loan will not finance bulk commodities. 
madeto revent financing commodity
proaurement in .bulk at prioes highwa
than-acoue ted U.S. market price? 

46. FAA § 604(d). If the host country
discriminates against U.S. marine 
insurance companies, will Zoan agre . 
mont require that marine insurance 
be placed in the U.S. on oonnoditiso 
financed by the loan? 

Yes. 

47. FAA g 604(e). If off-shore procure-
ment of agriculturalcommodity or 
product is to be financed, if there 
provision against such procurement 
when the domestic price of such 
cotrnodUty is less than parity? 

N/A. 

118, FAA P 611(b); App. 101. If loan N/A.
Jinances water or water-related land 
r;source construction project or 
program, is there a benefit-cost 
computation made, insofar as practicable, 
in accordance with the procedures set 
forth in -tha Memorandun of the President 
dated May 15, 1962? 

219. 1FAA fi 611(e). If contracts for 
construction are to be financed, 
what provision will be made that 
they be let on a competitive
basis to maximum extent practicable? 

N/A. 
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50. 	 FAA 6 620(a). What provision is Assistance provided by this loan will notthere cagainat use of subjoet', be used to compensate for expropriatedassietance to ompensate otifl2' or nationalized property.
for expropriatedor nationatied
 
property?
 

5L 	 FAA 9 612(b); 6 636(h). Describe The GOCR will include in its annual budgetssteps taken to assure that, to the the required funds to meet approximatelymaximum extent possible, the country 2/3 of operating costs of project in colones.is contributing local currencies to The U. S.. Government does not own colomeet Ote cost of contractual and nes. 
other oervices, and foreign currencies
 
owned by the U.S. are utilized to
 
meet the cost of contractual and other
 
a Grvices. 

52. 	 App.O 104. Will a. Zoan,'unds No. 
e ue-d to pay pensions, etc., for
 

military, personnel?
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53. App. 9 106. If loan is -for 
capital project, is there 
provision for A.I.D. approval 

No contracts will be included in this project. 

of all contractors and contract 
terms? 

54. A. H 08B. Will any loan No. 
fundsbe used to pay V.N. 
avs eoomento? 

55. A 1rO_ . Compliance with 
u'atons on Caploymcnt of 

Regulation 7 will be applied. 

U.S. and local personnel for 
fivide obligated after 
Apri. 30, 1964 (Rogt4lation 7). 

56. AA q 63G(i). W Zi zy loan funds No loan funds will be used for this purpose.be' tWo l'OJmaY2CC purchaoe, long
torml aan, or exehcznge of motor
 
vhoi. le manlJfaoturd outside the 
United St ten, or any 9uaranty of 
ouch a t.a'iact on? 

57. Aj',I. Uf [I any loan funds No loan funds will be used for this pul)ose.
ba uned J02' 1)WInlcity or pivpaganda 
purponce withi.n U.S. not authorized 
by tMe Conrr'eal? 

18 
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58. 	 FAA § 620(k). If construction No. 
of productive enterprise, wilZ 
aggregate value of assistance 
to be furnished by U.S. exceed 
$100 million? 

59. 	 FAA 9 612(d). Does the U.S. own 
excess foreign currency and, if so, 
what arrangements have been made 
for its release? 

6a 	 t-,MA 9 901.b. Copliance with 
requirement that at least 50 per 
centum of the gross tonnage of 
corinodities (computed separateiy 
for dry bulk carriers, dry cargo
lincrs, and tankers) finaned 
with fundo made available under 
this loan shall be transported 
on privately owned U.S. flag 
cowrrnercial vessels to the extent 
that such vessels are available 
at fair and reasonable rates. 

INTEIINATIONAL COFFEE AGREEMENT 

Art. 	 48 

ANNEX I - Page 19 of 19 

The U. S. does not own Costa Rican cur
rency. 

The loan agreement will contain a provision 
to this effect. 

In compliance with this article, Costa Rica has taken steps to limit coffee production tc 
levels necessary to meet its domestic needs and export quotas. 

Art. 	 54 

In compliance with this article, Costa Rica makes its required payments of U. S. $. 60 
per bag exported into a Coffee Diversification Fund and is preparing a Diversification 
Plan. 

19 
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SNEM - SERVICIO NACIONAL DE ERRADICACION DE LA MALARIA 

A. DIRECTION AND ADMINISTRATION 

1. Director: Engineer Horaclo Ruli
 

2. Administration
 

a. Accounting Office
 

b. Traveling Auditor  maintains a continous audit
of the central warehouse and the 5 warehouses of the 5 zones
 
into which the country is divided.
 

c. Personnel Office - 1 office chief and 1 secretary

in charge of all personnel matters.
 

d. Central Warehouse - responsible for the purchase
and supply of materials to the 5 zone warehouses.
 

- Warehouse chief
 
- Purcliaso chief
 
- Supply chief
 
- Secretary
 
- 2 Assistants
 
- 1 driver with vehicle to distributo supplies
 

e. Vehicle Headquarters with mechanical workshop

and spare parts warehouse.
 

- 2 mechanics
 
- 4 assistants
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B. FIELD OPERATIONS OFFICE - HEADQUARTERS IN SAN JOSE
 

1. 
 1 Office Chief and 2 assistants.
 

2. Responsible for the elaboration of work plans for
 
all malarious areas of Costa Rica.
 

3. 
 In charge of supervision of all field operations

in malarious areas. Supervision: 5 zones,each with a zone

chief, which are divided into 22 sectors, each sector with
 
a sector chief, and 18 spray crews and 94 evaluators working
 
throughout.
 

a. Spray crew: 1 chief, 1 crew boas and 3 to 7
 
sprayers.
 

b. Evaluators: Take blood samples and apply pr!

ventive treatment. 
In cases where the sample is positive,

the ovaluator applies radical treatment.
 

- Preventive treatment 
- Cloro-quine
 
-
Radical treatment - Prima-quine
 

C. OFFICE OF EPIDEMIOLOGICAL EVALUATION
 

1. 1 Physician, specialized in malaria and 1 assistant,
 

2. 
 Supervise the epidemiological aspects, blood samples
 
and treatments.
 

3. Laboratory
 

a. 1 Microbiologist, 1 microbiology assistant, 14
 
microscope technicians and 2 laboratory assistants.
 

b. Processes all blood samples received from the
 
field, health units, hospitals, etc.
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- Samples: minimum recommended by PAHO to
 
insure program success 
is 12% of population

in an area. 
Each sample costs approxi
mately 05.oo.
 

4. Entomology Section
 

A. 2 Entomology technicians
 

b. This section is responsible for insecticide

susceptibility tests and biological tests for mosquitoes. 
 In
cases whore resistance to DDT exists, spraying is done with
 
BAYGONE.
 

D. HEALTH EDUCATION DEPARTMENT 

1. 1 Chief Health Educator and 2 assistants. 

2. Responsible for creating public acceptance of the
 program, sampling house spraying and the organization of
community volunteer committees to help with the program and
 
solve problems that may arise.
 

E. INTERNATIONAL ADVISORS: 
 PAHO/WHO
 

1. 1 Physician Specialist in malaria and 1 Technician
 
in malaria programs.
 

2. 
 They serve in an advisory capacity to help the
 program make the best possible decisions.
 

F. PERSON11]L WOiING IN THE FIELD 

1. 5 Zone chiefs for the 3 zones. 
 The Chief of zone
id the executive officer for his zone, and lives and works
 
full-time in the 
zone. lie is responsible to the Field
Operations Office for all operations in his zone and is also
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in charge of the warehouse and supplies. The travbling

auditor maintains a continous audit of the warehouse and
 
supplies.
 

2. 22 Sector Chiefs for the same number of sectors
 
within the 5 zones. 
 The Sector Chief is responsible to the
 
zone Chief for the following functions:
 

a. Spraying (18 spray crews throughout the 5
 
zones).
 

b. Evaluation (94 evaluators throughout the
 
5 zones).
 

c. Distribution of supplies to sprayers and
 
evaluators.
 

3. Sprayers: 18 crews, each made up of 5 to 7
 
persons.
 

4. Evaluators: 94
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MA CROECONOMIC CONS IDERATI ONS 

A. GROWTH OF THE ECONOMY 

The Costa Rican economy has been one of the fastest grow
ing in Latin America 
over the past four years, exceeding sub
stantially Alliance for Progress goals. 
 The GNP growth rate
 
over the period in real terms has averaged 7.9%, and the goner
nl health of the economy suggests that rapid growth can be ex
pected to continue. The 1969 growth rate, again in real terms,

exceeded 8% and a similar growth is expected for 1970, though
 
no official figures have been released. The major sources of 
this expansion have becn increased agricultural exports of ba
nanas 
and beer, higher coffee prices, and increased industrial

production for the domestic and Central American markets. Per 
capita GNP reached $500 in 1970, and its 
rate of growth has
 
zveraged more than 
1.5% over the last five years. 

1\vo sources of economic growth in the recent past, the 
Central American Common Market (CACM) and increased banana
 
plantings, can no longer be counted upon for major stimulus.
 
The future of 
the CAC(, Is cloudy, (eespite Costa Rican efforts
 
to mediate disputes b,,tween other members. Standard Fruit has
 
suspendedl, at least temporarily, plans for a major expansion
of banana production. llowever, neither of these areas is a 
sine qua non for continued rapid growth, 
for other sectors 
can be counted on to tale up the slack. In 1969, CACM exports
barely grew becausie of tihe ionduras-El Salvador conflict, yet
the economy grew by more than 8%, fueled by domestic demand 
and exports outside th, region. 

In the near Future, maj or invea tmvni programs, mainly in 
infrastructure, s;hould sipir growth. S"n, $89 million in projects
financed by AID ani initrn tion.1 J'ninug ,gencies are expected
to begin disbursements in 1971. The:;s official flows are in 
sharp contrast to the very moderate lending over the last five
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years. 
 Construction of a $120 million bauxite-alumina fa
cility by Alcoa is also expected to begin within the next

several years. 
 Together, these investment projects should
 
provide a stimulus to the economy that 
is additional to the

expected growth in agricultural and industrial output. 

B. FISCAL PROSPECTS 

Government revenues have been growing even faster than

GNP, at an annual rate in excess of 12% for the last five
 
years. The rate of increase in government expenditures over 
the same period has been only 9.2%, yielding a required defi
cit financing in 1970 lower than any year in a decade. 

The major sources of the revenue growth have been the

income tax taxes sales and
and on imports. Income tax col
lections increased by more than 125% between 1965 and 1970,

and accounted for 20,% of current government revenues in the

latter year. The increases were due both to increased in
come and to major improvements 
 in tax collection procedures.

Taxes on sales and consumption have also been introduced

during the last five years to provide the government with
 
the revenues necessary 
 to carry out its fiscal program.
Revenue collections in 1970 showed the biggest increase in
history, growing by more than 22% over the previous year. 

Despite the continuing increases in tax revenues, the
GOCR has had to resort to deficit financing each year to 
meet expenditures. For the last several years the means 
of financing the deficit has been through the sale of 8% 
bonds that are rceifewtable on pre:onLa tion to the Central 
Bank. While the roimarkable t-x pr'rformance in 1970 re
duced dependence on bond sales, inuciesned sales will be 
required to finance 1971 expeniditures. Salary increases 
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for government employees and new programs have caused large 
increases in planned government expenditure, so the govern
ment's fiscal position continues to require careful manage
ment. 

C. BALANCE OF PAYMENTS 

Costa Rican exports have been growing at an annual rate 
of about 14% over the past five years, yielding a 1970 ex
port figure double that of 1965. Through 1969, imports were 
growing less rapidly than exports. The reunification of the 
exchange rate at the end of 1969 caused a surge in import 
demand, however, and 1970 imports are expected to grow by 
about 30% over 19tG9. The ratification in August, 1970, of 
tic San JosO Protocol, a CACM measure to increase duties on 
imports from outside the area should work to dampen this 
rapid growth during the last months of 1970 and during 1971. 

Costa Rica has run a current account deficit in its 
balance of payments during the last five years, though this 
has been financed by large inflows of capital, especially 
into the private sector. In 1969, the negative balance on 
goodIs n(] services of $60 million was more than offset by 
capital flows, and official reserves grew by some $17 
million to the hi ghest figure in tile country's history. 
Some loss in reserves occurred in 1970, but the net offi
cial reserve position was still larger than any previous 
year except 1970. 

1). DEBT SERVICE CAPACITY 

From al aggregate point of view, tile economy is in a 
strong position with respect to foreign debt. The net 
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foreign debt of the Central Government has grown only 13% over 
the last five years, while GNP has grown by over 55%. Consid
ering only the last three years, an even stronger picture e
merges. Foreign debt actually fell slightly, while GNP rose 
by more than 30%. Thus, the country's ability to repay the 
debt, as measured by aggregate production, has been growing 
much faster than its foreign official debts. Using a compari
son between required debt service (interbst and amortization) 
with exports as a measure of debt service capacity, an in
creased capacity to pay also emerges. In the 1965-68 period, 
Central Government debt service increased by 58%, while ex
ports increased by 70%, indicating that the country is having
 
to use a slightly smaller fraction of its export earnings in
 
debt service than it did in 1965.
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TRANSLATION 

No. 1461-70
 

San Jos6, July 21, 1970 

Agency for International Development 
Washington, D. C. 

Gentlemen: 

Attached you will find a copy of the "Five-Year Malaria Eradi
cation Plan in Costa Rica", prepared by the Ministry of Public 
Health following the Review of the Malaria Eradication Program in 
our country. The review group, which was composed of representa
tives of th', Government of Costa Rica, PAHO/WtHO, UNICEF, US 
PIIS/NCDC-AID, and met in San Joss on May 25 to 29, concluded, 
after an exhaustive analysis of the present situation, that our country 
may be classilied! within the group of countries where it is possible 
to eradicate malaria within a foreseeable length of time; estimated 
as five years beginning in 1971. Resulting from the review, the 
national technicians have prepared this document which has also 
been sent to PAIO/WHO for technical approval. 

We trust. the institution which you represent will continue to 
offer its inVl uabhe assistance to the Government of Costa Rica, to 
execute the ifore-mentioned plan which we are planning to carry out 
In order to free our country of malaria. Many benefits have been 
accrued from the Malaria Eradication Program, above all in the 
lowlands whero investment plans in various fields of the national 
economy have been developed without difticulties. Furthermore, 
we feel that the National Malaria Eradication Program may be the 
basis for the promotion and development of a rural health infra
structure which will permit the improvei- "nt of health conditions 
for a vast area of our population. The (uvelopment of this infra
structure within a short period of time is proposed in the five-year 
plan. We will submit a proposal for your consideration at the 
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proper time, with the objective of coordinating the efforts to make 
health penetration into the rural areas a reality. 

With best regards, 

(Original signed) 
Dr. Jos6 Luis Orlich 
Minister 
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San Jose, February 19, 1971 
"150 Years of Independence" 

Mr. Peter N. Kreis
 
Acting Director
 
Agency for International Development
 
Mdiflaion in Costa Rica 
c/o American Embansy
 

Door ,tr. Diroctor: 

Thiri iinistry hnf boon informed that AID does not approve the increano 
to AII)-515-L-O1g (Lnlw No 3741 dated 7-29-66) in the amount of US$...A,325,OOO.oo for the execution of the Five-Year Malaria Eradication
 
Plan In Conta RIcO, but that they are disposed to increase the loan

in the aiount of US1$60,989.oo to cover expenditures for 1971
 
(W'$309,339.10) iand 1972 (US$297,649.80).
 

rf: couequonce (hi Minintry would like to requeot from the AID 3llaion 
iai Contn Rica, A now increase for Loan AID-515-L-O16 In the amount of
 
U1$d606,989.oo to finntico part of 
 the program costs for malaria oradica
l.ion during siid yonri 1971 and 1972, leaving years 1973 to 1975 with
cut.. finncil support.
 

fhr, Covornuont of Coato Itica hopes that in the near future AID will 
Covitcmplato t.ho posoibility of offering an increase on the loan to 
cover 
the ycars loft without financial support, and in this manner wa
!rlji tran..flsnion nay be interrupted and eradicated in our country,
;nd later tho Vnlarin Services may be integrated into the General Hualth 
Sorvicou. 

Furthornoro, I would like to inform you that the Ministry will pay
apecial attention to the economic and technical utiizlation of the
 
roourcen provided by AID, an well as those provided by the GOCR, as 
we have naways done. 

With best regards,
 

(Original signed)
Dr. Joe Luis Orlich 
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DRAFT
 

LOAN AUTHORIZATION
 

Provided from: Alliance for Progreds Loan Funds
 
COSTA RICA: Malaria Eradication II
 

ur-uart to the alltorlty vested in the Deputy United States Coordinator, 
Alliance for Pogrera.;, Agency for International Development ("A.I.D.')
by the Foreign AssiI:ance Act of 1961, as amended, and the delegations
of authority issued thereunder, I hereby authorize the establishment: of' 
a loan purcuant to Part I, Chapter 2, Title VI, (Alliance for Progress)
of said Act, as amended, to the government of Costa Rica ("Borrower"')
of not to exceed s;ix hundred ten thousand dollars ($6i0,000) to or i. 
in f:irincing the Unitfid States dollar and local currency costs of the 
final attack p1hac( of -the Borrower's national plan to eradicate me ni:i. 
f'rom it:; territory, tWi loan to be subject to the following terim; fwl~ 
con] i. lions: 

I. Interes L and Trerim; of Repayment 

Borrower :;had.1 repay the Loan to A.I.D. in United States dollars 
within forty (Wt0) years from the date of the first disbursement 
under the loan, including a grace period of not to exceed ten (10) 
years. Borrower shall pay to A.I.D., in United States dollars, on 
the outstanding ba;.l.ance of the Loan, interest at the rate of twc 
(2) percent per annum during the grace period and three (3) percenlt 
per anntu thereafter. 

II. Other Te'rm:; and Conditions 

A. Except for marine insurance and ocean shipping, goods and ser
vices financed under the Loan shall have their source and ori gin 
in countries which are members of the Central American Comiion 
Market or in countries included in Code 91 of the A.I.D. Goo
graphic Code Book. Marine insurance financed under the Loan
 
shall have its source and origin in countries which are members
 
of the Central American Common Market or in countries included
 
in Code.941 of the A.I.D. Geographic Code Book, provided that
 
such insurance may be.financed under the Loan only if it is
 
obtained on a competitive basis and any claims thereunder are
 
payable in freely convertible currencies. Ocean shipping under
 
the Loan shall be procured in any country included in A.I.D.
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Geographic Code 941, excluding countries which are members of 
the Central American Common Markot. 

B. 	United States dollars utilized under the Loan to finance local
 
currency costs shall be made available pursuant to procedures 
satisfactory to A.I.D. 

C. 	 P:,ior to the first disbursement or the issuance of the first
 
commitment document under the Loan Agreement, the Borrower
 
shall furnish to A.I.D. in form and content satisfactory to
 
A.I.D.
 

1. 	 A schedule of its contributions to the Project during the 
final two-year attack phase which conmenced January 1, 1971, 
and during the three-year consolidation phase commencing 
January 1,. 1973; and 

2. 	 Evidence that the contribution to the Project by UNICEF and 
PA1IO/WilO will be available on a timely basis. 

D. 	 The Borrower shtll covenant: 

1. To provide on a tinely basis the resources necessary to 
achieve the eradication of malaria in Costa Rica and to 
prevent its, reappearance. In furtherance of that under.
tahking, Borrcwaer shall also covenant to consult periodically 
with represcutatives of A.I.D., or such persons as A.I.D. 
may des ignate, through 1975; 

2. 	 'J.D take adequate and timely measures to prevent the rein
troduction of malaria from neighboring countries; and 

3. 	 To adhere to the schedule required to be furnished to A.I.D. 
under Section II, (C)i above. 

E. 	 The Loan shal be subject to such other terms and conditions as 
A.I.D. may deem advisable. 

Deputy U. S. Coordinator
 




