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Costa Rica-—Basic Data

Area and population

Area 50,900 sg. kilometers
Population (1984} 2.5 million
Annual rate of pupulation

increase (1979-84) 2.5 percent
Unemployment rate (1984) b percent
GOP (1984) SDR 3,324 million

USS$3,407 million
€ 151,304 million

GDP per capita (19¥84) SbKR 1, 330
Origin of GbP 1951 1982 1983 1984
(percent)
Agriculture and fishing 23 25 21 21
Manutacturing 19 20 22 2L
Construction 5 3 3 -
Utilities 2 2 4 4
Commerce 15 22 2u 20
Uther 33 2% 30 24

Ratios to Ghr

Exports of goods and nontactor services 44 47 37 3b
Imports of goods and nonfactor services 50 44 38 37
Current account of the balance of

payments (including of ficial transfers) ~-16 -10 -X -b
Central government revenue 13 l4 17 18
Central government expenditure 18 18 21 21
Central government savings =2 -1 --
Central government overall surplus

or deficit (-) -5 -3 -4 -3
External public and government—guaranteed

debt (end of year)l/ 1oz 121 111 17
Gross national savings 7 0 12 is
Gross domestic investment 22 17 22 23
Money and quasi-money (end of year)l/ 3b 35 34 3
Annual changes in selected economic

indicators
Real GDP per capita ~4.8 -9.38 -U.2 3.8
Real GDP -2.3 -7.3 2.0 ned
GDP at current prices 37.9 70.8 29.8 19.8
Domestic expenditures (at current prices) 30,1 bl.5 33.0 19.

Investment (In.2) (20.8) (69.3) (28.1)

Consumption (34.5)  (7u.9) (25.7) (17.0)
GDP deflator 41.1 B4.2 20,7 12.7
Consumer prices (annual averages) 37.1 Y0. 1 32.6 11.9
Central government revenue 47,2 B8l.6 52.7 26,1
Central government expenditure 24.8 bU.4 S5U.7 21.1
Money and quasi-money 3/ 27.3 50.1 30.3 11.2

Money - (4b.7)  (59.9) (32.5) (l4.4)

Yuasi-money (14.6)  (43.9) (28.7) (9.1))
Net domestic assets 4/ 62.9 105.3 38.2 28,7

Credit to public sector (net) &/ (9.1)  (8.7) (U.9)5/(-2.4)

Credit to private sector 4/ - (6.4) (17.9) (22.8) (9.0)

Merchandise exports (f.o.b.,

in U.S. dollars) U.2 -13.4 -U.8 1U.9
Merchandise imports (c.i.f.,

in U.S. dollars) -2U.6 -26.3 1.1 1.9



Centr pover went fivances 1981 1982 1983 1984

(millions of colones)
7,770 14,026 21,417 27,012
10,769 17,284 26,044 31,529

LGS LT, UeS 3 WP P A

EPLY T
Lapdd . [

Current account surplus or deficit (-) -893 -~1,046 464 875
Overatl surplus or deficit (-) -2,999 -3,258 -4,627 -4,517
External financing (net)6/ 1,441 1,002 2,341 1,691
Internal financing (net) 1,558 2,256 2,286 2,826
Balance of payments (millions of U.S. dollars)
Merchandise exports, f.o.b. 1,003 869 862 956
Merchandise imports, ~.i.f. -1,213 -894 -993 -1,101
Investment income (ned) -319 -347 -314 -323
Uther services and transfers (net) 105 132 191 250
Balance on current and transfer

accounts (including official transfers) =424 =240 ~-254 -218
Official capital (net) 20 -89 237 13
Private capital and errors and

omissions (net) -71 16 68 95
SDR allocations 5 - - -
Uverall balance (deficit -) =470 -314 51 -110
Change in net official inter-

national reserves (increase =) 7/ 111 -139 218 -64
Arrears, net (accumulation +) - 359 453 -269 8/ 174

Dec. 31
International reserve position 1981 1982 1983 1984
(millions of SDKs)

Central Bank (gross) 126 221 293 429
Central Bank (net) 2/ -731 -1,065 ~-127 ig/—17b
Rest of banking system (net) 10 12 -1 5

IMF data (as of July 31, 1985)
Article VIII status

Intervention currency and rate U.S. dollar at ¢ 51.35 per USS
Quota SDR 84.1 million
Fund holdings of colones SDR 256.3 million
From Fund resources
Credit tranche purchases (including SBA) SDR 58.4 million
EFF purchases SOR 11.3 million
CFF purchases SDR 33.7 million
Buffer stock financing purchases None
0il facility purchases None
From Supplementary and Enlarged Access Resources
Stand-by purchases SDR 11.0 million
EFF purchases SDR 57.9 million
Fund holdings under Enlarged Access Policy 264.7 percent of quota
Total Fund holdings 304.8 percent of quota
Special Drawing Rights Department
Cumulative SDR allocation SDR 23.7 million
Net acquisition or utilization (-) of SDRs -SDR 23.6 million

1/ 1Includes IMF, but excludes short-term debt.

2/ Ratio of two-year average of liabilities to the private sector,
including liabilities to unonbank financial intermediaries, to GDP.

3/ Liabilities to private sector.

4/ Measured in terms of the liabilities to the private sector at the
beginning of the period.
5/ Excludes credit growth arising from the 1983 debt rescheduling.
6/ Includes accumulation of arrears on interest and/or principal.
7/ Includes revolving trade credit facility.
8/ Reduction in arrears, net of rescheduling.

9/ Includes payments arrears of SDR 564 (1981), SDR 1,006 (1982),
SDR 38 (1983), and SDR 147 (1984), respectively.
1u/ Excludes rescheduled arrears.







I. An Uverview

After experiencing an economic and financial crisis in the early
1980s, Costa Rica began a program of economic stabilization and recovery
in mid-1982 which yielded positive results in 1983 and 1984. Real GDP
declined sharply in 1981-82, but then increased by 2.3 percent in 1983
and by 6.3 percent in 1984, while the average annual rate of inflation
declined from a peak of 90 percent in 1982 to 32 1/2 percent in 1983
and 12 percent in 1984. This performance was facilitated by a signifi-
cant reduction of the overall fiscal deficit, the exercise of monetary
restraint (including the establishment of positive real interest rates
in the financial system) and an exchange reform which brought about a
unified flexible exchange rate system.

In the fiscal area, the overall deficit of the nonfinancial public
sector was reduced from an average of around 13 percent of GDP in
1980-81 to an average of 2 1/2 percent of GDP in 1983-84. This improve-—
ment was reflected initially in the operations of the main public enter-
prises as a result of significant adjustments to tariffs in 1982, which
had lagged behind the rate of inflation and currency depreciation, and
cuts in investment outlays. The Social Security Institute also improved
its overall financial position in 1982-83 as a result of sharp rises in
social security contribution rates, but also because of a significant
growth in real wages in the public and private sectors. Improvements
were made in central government operations in the period under review,
largely by means of revenue increases (mainly from indirect taxes) with
the result that the overall govermment deficit was reduced from 8 per-
cent of GDP in 1980 to 3 percent of GDP in 1984,

During the period 1980U-84, the rate of overall bank credit expan-
sion was reduced sharply in nominal terms, in part as a result of the
fiscal effort just described; but total credit growth remained high in
real terms. In the last two years this reflected a surge in private
sector credit demand associated with the economic recovery and inventory
restocking, as well as high rates of credit expansion stemming from net
losses of the Central Bank. These losses arise from the significant
imbalance between the interest earning assets of the Central Bank and
its interest paying liabilities, many of which are owed to foreign
commercial banks. The Central Bank's losses rose sharply in 1982 (to
around 5 1/2 percent of GDP) as a result of exchange subsidies and the
impact of currency depreciation on the Central Bank's net interest pay-—
ments abroad. In 1984 the net losses of the Central Bank were estimated
at about 4 3/4 percent of GDP.

Costa Rica's adjustment effort was facilitated by the marked
shift in real interest rates which occurred in 1982-83. During the
crisis years of 1980U-82, domestic interest rates were maintained rela-
tively unchanged in nominal terms and became sharply negative in real
terms with the acceleration in the domestic rate of inflation. As a
result, domestic financial savings fell substantially in relation to
GDP, in part reflecting capital flight. During late 1982 and 1983,



as confidence was restored and the value of the colon became more
stable, the rate of inflation subsided quickly and domestic interest
rates became significantly positive in real terms. This shift in real
interest rates was accompanied by a recovery of financial savings in
1983-84 and some apparent capital repatriation.

The process of domestic stabilization described above was reflected
in an improvement in the balance of payments during the period under
review, although Costa Rica's external situation still remained weak in
1984. The current account deficit of the balance of payments was reduced
from the equivalent of 14 1/2 percent of GDP in 1980-81 to 9 percent in
1982-83 and to & percent in 1984, At first, this adjustment was brought
about by a substantial drop in imports resulting from the acute economic
recession and rapid currency depreciation, but then imports recovered
sharply (and by more than the growth in exports), and the current
account reduction reflected to a large extent an increase in official
transfers (mainly from U.S. AID). Excluding official transfers, the
current account deficit only declined from 10 percent of GDP in 1982 to
around 9 1/2 percent of GDP in 1984.

The improvement in the current account balance of payments was
accompanied by a strengthening of the capital account, especially in
1983, reflecting the increase in private capital inflows mentioned
earlier, as well as debt relief from rescheduling agreements with the
Paris Club and foreign commercial banks. These arrangements also
facilitated a substantial reduction in Costa Rica's external arrears of
approximately USS$1.1 billion in 1983 and the achievement of an overall
balance of payments surplus after three years of large deficits. In
1984, however, the capital account weakened again as a result of the
lower utilization of official capital, a rise in debt repayments and
the failure of Costa Rica to secure additional debt relief which had
been expected in the context of an arrangement with the Fund. The
balance of payments recorded an overall deficit of US$110 million which
was financed by an accumulation of external debt arrears.

After an exchange reform in mid-1982 which established a dual
exchange market, the exchange system was gradually reunified by November
1983 at a rate of € 43.65 per U.S. dollar (selling). During 1984 the
value of the colon in the unified exchange market appreciated in real
effective terms by around 1 1/2 percent, notwithstanding three small
downward adjustments of the colon in relation to the U.S. dollar in the
second and third quarter of the year and a depreciation of 6 1/2 percent
at the end of October. The real appreciation of the colon last year
reflected, on the one hand, the continued appreciation of the U.S.
dollar against other major currencies and, on the other hand, a higher
rate of inflation in Costa Rica than among its major trading partners.




[I. The Domestic Economy

1. Overall trends

Following a period of substantial fiscal expansion, negative
economic growth and a high rate of inflation and currency depreciation
during the early 1980s, the Costa Rican economy recovered in 1983-84
and relative price stability was restored. Initially in 1983, the
recovery was weak and limited to few sectors (mainly agriculture,
utilities, and commerce), but the average inflation rate (as measured
by the GDP deflator) fell sharply from 84 percent in 1982 to around
27 percent in 1983 (Table 1). In 1984 the inflation rate continued to
fall to 13 percent, while the recovery broadened to most sectors. Real
GDP grew by more than 6 percent and real per capita income, which had
declined by 17 percent in the three-year period ending 1982 and was
unchanged in 1983, increased by 4 percent.

The recessionary period of the early 1980s, which affected virtu-
ally all sectors of the economy, reached its lowest point in 1982,
During this period, real aggregate demand declined considerably faster
than real output with gross domestic investment dropping to a level in
1982 some 60 percent lower than that reached two years earlier. The
recent recovery was assisted by a pickup in fixed capital formation
and substantial inventory rebuilding, while private consumption showed
virtually no change during the 1982-84 period.

Table 1. Costa Rica: Selected National Accounts Aggregates

(Annual percentage change)

Prel.
1980 1981 1982 1983 1984
Gross domestic product

At current prices 19.7 37.9 70.8 29.6 19.8
At 1966 prices 0.8 -2.3 -7.3 2.3 6.3

Gross domestic expenditure
At current prices 19.7 30.1 61.5 33.0 19.8
At 1966 prices 0.8 -16.9 -11.0 2.7 9.8
Real GDP per capita -1.7 -4.8 -9.8 -0.2 3.8
GDP deflator 18.8 41.1 84.2 26.7 12.7

Sources: Statistical Appendix Tables 24 and 25.



Both average real wages and real minimum wages declined during
1980-82, but as increases granted thereafter exceeded the rate of infla-
tion, the purchasing power of the minimum wage in 1984 returned to its
1980 level. Average real wages also increased in 1983-84, but remained
some 12 percent below their level at the beginning of the decade. The
(open) unemployment rate, which increased from around 5 percent in 1980
to 8 percent in 1982, declined to 6 1/2 percent in 1984.

2. Expenditure and output

a. Domestic expenditure

In 1980 real domestic expenditure exceeded real GDP by about 11 per-
cent largely because highly expansionary fiscal policy and an over-
valued currency stimulated inventory accumulation in anticipation of
future exchange rate adjustments and accelerating inflation. Over the
next two years, the rapid depreciation of the colon, coupled with a
significant contraction in trade within the Central American Common
Market (CACM), led to a marked decline in imports (in real terms) of
around 30 percent and 25 percent during 1981 and 1982, respectively.
Real consumption fell by 10 percent and 5 percent in 1981 and 1982,
respectively, while real domestic investment fell by about 37 percent
in each of those two years. As a result, real domestic expenditure was
well below real GDP in both 1981 and 1982 (Table 2).

Real domestic expenditure rose slightly faster than GDP in 1983
mainly as a result of a sizable rebuilding of business inventories, which
was reflected in increases in imports of raw materials and intermediate
inputs after two years of decline. The slack in the economy kept real
private gross capital formation unchanged and private consumption
declined. Public sector consumption and investment spending grew
faster than the economy in general. In 1984, by contrast, both gross
capital formation and aggregate consumption rose sharply in real terms
by 16 percent and 8 percent, respectively. The rise in real gross
capital formation last year was related to a marked increase in public
sector construction (in particular for energy-related projects) and
private sector imports of machinery and equipment. The rapid expansion
of domestic expenditure last year led to an increase in imports of
around 21 percent in real terms, which caused the external current
account deficit (excluding official transfers) to widen.

b. Savings and investment

The sharp decrease of gross domestic investment in terms of GDP
between 1980 and 1982 was reflected in a decline in both gross national
savings (from 12 percent of GDP in 1980 to 6 1/2 percent of GDP in
1981-82) and in foreign savings (from 14 3/4 percent of GDP in 1980 to
10 percent of GDP in 1982) (Table 3). The decline in national savings
resulted from the fall in real income, sizable dissaving of the public
sector, and negative domestic interest rates in real terms.




Table 2. Costa Rica:

Real Gross Domestic Expenditure at 1966 Prices

Prel
1980 1981 1982 1983 1984
(Annual percentage change)

Consumption -1.2 -9.7 -4.8 -4.3 8.2
Private (-2.9) (-10.7) (-4.4) (-5.8) (7.1)
Public (5.4) (=4.1)  (=7.5) (-3.8) (l4.0)

Investment 6.9 -37.7 -36.6 46.8 16.3
Private 1/ (10.0) (-=45.2) (-27.2) (61.6) (19.9)

Of which: gross fixed capi-
tal formation /-14.2/ [/-27.0/ /-14.2/ [1.3/ /21.5/
Public (0.7) (-21.0) (-51.0) (13.0) (4.3)

Gross domestic expenditure 0.8 -16.9 -11.0 2.7 9.8

Exports of goods and non-—
factor services ~0.3 6.4 -13.3 3.1 9.8

Imports of goods and non-
factor services - -29.2 -24,2 4.6 21.9

Gross domestic product 0.8 -2.3 -7.3 2.3 6.3

(In percent of GDP)

Consumption 82,2 75.9 77.9 72.8 74,2
Private (69.7) (63.7) (65.7) (60.5) (60.9)
Public (12.2) (12.2) (12.2) (12.3) (13.2)

Investment 28.5 18.2 12.4 17.8 19.5
Private 1/ (19.6) (11.1) (8.6) (13.6) (15.4)
Public (8.9) (7.1) (3.8) (4.2) (4.1)

Gross domestic expenditure 110.7 94.1 90.3 90.7 93.7

Resource balance -10.7 5.9 9.7 9.3 6.3

Exports of goods and non-
factor services 37.5 40.8 38.2 38.4 39.7

Imports of goods and non-
factor services -48.2 -34.9 -28.5 -29.1 -33.4

Gross domestic product 100.0 100.0 100.0  100.0 100.0

Source: Statistical Appendix Table 25.

l/ Includes changes in inventory.




Table 3. Costa Rica: Savings and Investment at Current Prices

Prel.
1980 1981 1982 1983 1984
(In percent of GDP at current prices)

Gross domestic investment 26.6 22.4 16.6 21.7 23.2
Fixed capital formation 23.9 24.1 20.3 18.3 19.6
Private (14.7) (15.0) (14.9) (12.1) (13.6)
Public (9.2) (9.1) (5.4) (6.2) (6.0)
Inventory change 2.7 -1.7 -3.7 3.4 3.6
Gross national savings 11.9 6.7 6.5 11.9 13.6
Private 14,2 10.5 9.0 7.9 8.0
Public -2.3 -3.8 -2.5 4.0 5.6
External savings 1/ 14,7 15.7 10.1 9.8 9.6

(In percent of gross domestic investment)
Gross domestic investment 100.0 100.0 100.0 100.0 100.0
Gross national savings 44,7 29.7 39.1 54.8 58.5
Private (53.3) (46.7) (54.1) (36.5) (34.3)
Public (-8.6) (-17.0) (-13.0) (16.2) (24.2)
External savings 1/ 55.3 70.3 60.9 45,2 41.5

Source: Statistical Appendix Table 26.

1/ Current account balance of payments excluding official transfers.

The upswing in gross domestic investment in relation to GDP in 1983
and 1984 was made possible by a sharp increase in national savings, which
more than doubled from 6 1/2 percent of GDP in 1982 to 13 1/2 percent
in 1984, The increase in national savings resulted from a marked
improvement in the current operations of the public sectortl/ as well
as a significant increase in real interest rates. Thus, while external
savings financed more than half of gross domestic investment in the
period 1980-82 (in 1981 over two thirds), national savings financed more
than one half of gross domestic investment in 1983 and 1984.

1/ The figures in Table 3 overstate the improvement in public
sector finances since they do not take into account the net operational
losses of the Central Bank. By the same token, these figures under-
estimate the improvement in the savings performance of the private
sector.




Ce Output by sector

The sectors which contracted most sharply during the recession of
1981-82 (agriculture, commerce, construction and manufacturing) also
were the sectors that expanded most rapidly in the recovery of 1984.
Most notablv, real value added rose last year by 18 percent in the
construction sector and by 10 percent in the case of manufacturing and
mining (Table 4). Manufacturing is the most important sector in the
Costa Rican economy, accounting for 22 percent of total GDP, followed
by agriculture, which accounts for about 20 percent of real GDP.

Table 4. Costa Rica: Gross Domestic Product at 1966 Prices

Prel.
1980 1981 1982 1983 1984
(Percentage distribution)
Gross domestic product 100.0 100.0 100.0 100.0 100.0
Agriculture and
related areas 17.9 19.3 19.9 20.2 20.3
Manufacturing and mining 21.9 22,4 21.4 21.1 21.9
Utilities 2.3 2.6 2.9 3.4 3.3
Construction 6.3 5.0 3.7 3.7 4.1
Commerce 18.0 16.5 15.7 15.9 16.2
Transport and
communications 7.0 7.1 7.6 743 7.0
Financial services 5.2 5.2 5.6 5.7 5.5
Housing 6.9 7.2 7.8 7.7 744
Government 10.0 10.4 10.9 10.5 9.9
Other services 4.5 4.3 4.5 4.5 A
(Percentage change from previous year)
Gross domestic product 0.8 -2.3 -7.3 2.3 6.3
Agriculture and
related areas -0.5 5.1 -4.7 3.9 6.8
Manufacturing and mining 0.8 -0.5 -11.5 1.2 10.0
Utilities 11.9 7.8 4.5 20.2 3.9
Construction -1.0 -21.7 -32.0 2.7 18.3
Commerce -3.0 -10.56 -11.7 3.6 8.5
Transport and
communications 5.2 -0.7 -0.9 -1.5 1.8
Financial services 2.9 -2.0 0.8 2.9 2.5
Housing 2.5 1.7 0.9 0.9 1.6
Government 3.6 1.8 -2.8 -1.6 0.5
Other services 0.9 -3.0 -3.2 2.1 5.0

Source: Statistical Appendix Table 28.



(1) Agriculture

The agricultural sector provides 30 percent of total employ-
ment and some 60 percent of total exports. Coffee, bananas and live-
stock alone accounted for more than two thirds of real value added in
agriculture in 1984 and for more than three fourths of agricultural
exports.

Coffee is the most important agricultural export crop, accounting
for about one fourth of total exports and a similar share of real value
added in the agricultural sector. Despite lower international coffee
prices in the 1980s than during the second half of the 1970s, Costa
Rica's coffee production steadily increased from 1980 to 1984 owing to
the introduction of better coffee varieties and cultivation practices.
The crops in 1983 and 1984 yielded the two highest levels of production
and exports in recent years. Despite low quota allocations under the
International Coffee Agreement, stocking problems did not arise in
Costa Rica, as production in excess of quota was sold to nonquota
markets, albeit at prices much lower than in quota markets. Thus,
although Costa Rica's share in the quota market last year was only
2 percent, its share in the nonquota market reached an estimated
10 percent.

Bananas are approaching coffee as the largest foreign exchange
earner because of rising international prices. Banana production,
however, has remained virtually stagnant in recent years because of the
effects of plant disease, labor problems and adverse weather conditions.
Sugarcane is the fourth most important agricultural product. Despite
very low international prices (particularly in the second half of 1984),
sugarcane production increased by about 15 percent last year due to
both acreage and productivity increases in response to high world
prices in the past. However, recent increases in production and the
fall in international prices led to a large surplus, part of which has
been eliminated by the production of hydrocarbon fuel substitutes.

Rice production has exceeded domestic consumption requirements due in
part to high support prices in excess of world market levels. In 1983
a surplus of 50,000 metric tons was produced that was exported at a
loss. Rice production declined by 6 percent in 1984, but a domestic
surplus was again purchased by the National Production Council (CNP)
which administers the price support program. Beef output increased by
27 percent in 1984, following sharp declines in the previous two years
when cattle growers reconstituted their herds after the high rate of
slaughter in 1980-81 in response to favorable export prices for beef
(Statistical Appendix Tables 29 and 30).

(ii) Manufacturing, utilities, and construction

The manufacturing sector accounts for around one sixth of
total employment and about two fifths of total exports. 1In terms of
value added in 1984, the most important manufacturing industries are:
foodstuffs, beverages, and tobacco (36 percent); chemicals (20 percent);




metal products (9 percent); and textiles, clothing and leather (9 per-
cent) (Statistical Appendix Table 33). Costa Rica's manufacturing
output grew by 10 percent in 1984, after a decline of 11 percent in
1982 and virtual stagnation in 1983, Last year's increase in output
can be attributed to increases in both domestic and external demand
which was satisfied bv the use of existing excess capacity and a siz-
able increase in imports of raw materials.

The utilities sector grew by more than 20 percent in 1983, reflect-
ing the sharp recovery in manufacturing and a rising demand for electri-
city and other utilities. In 1984 the sector continued to expand at a
4 percent pace. Total electricity generation increased by 5 percent in
1984 (virtually all power is generated by electrical plants because of
the substitution of hydroelectric power for thermal power in recent
years), while total consumption rose by 6 1/2 perceat, boosted by a
9 percent increase in demand by industrial and other nonindustrial users.
Despite increased consumption, Costa Rica was able to export to neigh-
boring countries around 15 percent of its total electricity generation
in the last two years (Statistical Appendix Table 34).

Construction activity declined sharply by one half in 1981-82, then
leveled off in 1983 and rebounded by 18 percent in 1984. Preliminary
information suggests that most of last year's growth in construction
was generated by the public sector, mainly in energv-related projects
and road construction and maintenance.

3. Prices, wages and employment

a. Prices

Domestic price movements in the last five years exceeded by a
significant margin foreign inflation, although this price differential
narrowed in the last two years. In 1981 and 1982, excess demand pre-
ssures and large nominal exchange rate adjustments resulted in a sub-—
stantial Aacceleration in the rate of inflation. Price pressures began
to subside in late 1982 as adjustment measures were adopted, and they
eased considerably during 1983 as the measures began to take hold. By
the end of 1983, the inflation rate was down to 6 percent, as measured
by the Wholesale Price Index (WPI), and to about 10 1/2 percent, as
measured by both the Consumer Price Index (CPI) and by a subindex of
the CPI called the Basic Basket Index (Table 5). This last index, which
consists of 35 basic food items and essential services, such as electri-
city, water, housing rents, and transporation,l/ plays an important
role in wage determination (see below). In the second half of 1984,
inflation accelerated moderately, as the economy expanded and excess
capacity began to be used up.

1/ The original basic basket, which comprised 21 items, was enlarged
to 35 items in January 1984.
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Table 5. Costa Rica: Price Changes

(Annual percentage change)

1980 1981 1982 1983 1984
End of period
Wholesale price index 19.3 117.2 79.1 5.9 12,2
Consumer price index 17.8 65.1 81.8 10.7 17.4
Basic basket 1/ ce vos 85.7 10.6 8.7
Average in the year
Wholesale price index 23,7 65.3 108.1 2642 7.7
Consumer price index 18.1 37.1 90.1 32.6 12.0

Source: Statistical Appendix Table 35.

1/ Corresponds to the enlarged basic basket ("canasta basica
ampliada”).

The annual rate of inflation measured by the wholesale price index
for goods of domestic origin was higher in 1984 (13 percent) than it
was in the case of goods of imported origin (9 percent) (Table 6). The
relatively larger influence of domestic factors (compared with external
factors) in the rate of inflation of 1984 may explain why, in contrast
with the period 1981-83 when movements in wholesale prices tended to
lead movements in consumer prices, consumer prices increased more
sharply last year than wholesale prices.
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Table 6. Costa Rica: Changes in the Components of the
Wholesale Price Index

(12-month percentage change)

General By Origin By Degree of Control
Index Domestic Imported Controlled Noncontrolled

1981
March 33.4 23.2 50.1 50.8 40.2
June 59.5 43.3 85.6 70.3 54.4
September 70.9 56.1 94.4 75.8 68.1
December 117.2 93.3 154.6 84.6 128.9
1982
March 121.4 110.6 135.8 88.5 135.9
June 105.9 108.1 103,2 58.9 126.3
September 126.5 126.7 126.2 123.6 127.0
December 79.1 89.4 66.9 115.2 67 .4
1983
March 49,6 59.2 38.0 78.2 39.2
June 33.7 38.9 25.9 67.9 21.9
September 9.6 14.2 3.5 12.9 7.8
December 5.9 . 2.6 8.8 4,3
1984
March 6.1 7.2 4.8 2.4 8.3
June 6.6 7.3 5.6 1.5 9.4
September 9.2 10.3 7.6 3.6 12.3
December 12,2 13.2 8.9 5.0 16.1

Source: Statistical Appendix Table 36.

There also may have been an element of more repressed inflation in
1984 than in earlier years as reflected in the comparison between the
Consumer Price Index and the Basic Basket Index in which price-controlled
goods have a substantial weight. Both indices moved quite similarly
during 1982-83; however, in 1984 the rate of inflation measured by the
Basic Basket (8.7 percent) was half the rate of inflation measured by
the CPI (l7.4 percent). In particular, the composite of food items,
which in the case of the Basic Basket Index consists mainly of price-
controlled goods, grew by 5.7 percent in 1984, compared with an increase
nearly three times as large for the composite of all food items in the
CPI (Table 7).
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Table 7. Costa Rica: Changes in the Consumer Price Index and
the Basic Basket Index

(End of period percentage change)

1981 1982 1983 1984
Overall index
Consumer Price Index 65.1 81.8 10.7 17.4
Basic Basket cos 85.7 10.6 8.7
Food Components
Consumer Price Index 70.4 101.1 8.2 15.7
Basic Basket e 113.3 6.8 5.7

Source: Statistical Appendix Table 35.

In recent years, the scope of price controls has been reduced; at
present, in addition to subjecting all commercial activities to a
maximum markup,l/ the Ministry of Economy fixes the prices of only 12
groups of basic consumer goods.2/ The Ministry usually adjusts these
prices at semi-—annual intervals_élong with adjustments in the minimum
wage; across the board adjustments, however, are infrequent and in
determining price changes, cost factors play an important role.

b. Wages

Private sector minimum wages, which serve as a guideline for other
private sector wage adjustments, and public sector wages are both subject
to government regulation. In the case of private sector wages, the
minimum wage of each economic activity is fixed by a tripartite National
Wage Council, composed of representatives from the Ministry of Labor,
labor organizations and business management, whereas public sector
wages are fixed by the Budget Authority in the Ministry of Finance.
Since 1982, both types of wages have in principle been adjusted on a

1/ By law, a maximum markup of 30 percent is set for wholesalers and
importers, and one of 30 percent for retailers; these markups are lower
in the case of manufactured foodstuffs, beverages, raw materials, and
industrial inputs. In practice, however, these guidelines are applied
with great flexibility.

g/ These groups of products are: beans, corn, rice, milk, eggs,
meat, flour and bread, sugar, margarine and butter, molasses and honey,
soap, and notebooks and other school supplies.




semi-annual basis according to the Basic Basket Index,l/ but in practice
these adjustments have tended to exceed increases in the Basic Basket
Index.

From 1980 to 1982, average real wages dropped by about 30 percent,
with real wages falling by around 35 percent in the public sector and
by about 25 percent in the private sector (Table 8)., 1In this period,
adjustment of minimum wages also lagged behind the rate of inflation
but not by nearly as much as average wages. In 1983, in part because
wage adjustments were linked to past price movements, real wages
experienced sizable increases. The average minimum wage rose by almost
15 percent in real terms, and real wages in general by almost 11 1/2 per-
cent. In 1984 the strong economic recovery was reflected in real wage
increases which were larger in the case of private sector wages
(8 1/2 percent) than in the case of the minimum wage or public sector
wages (5 percent in both cases).

As shown in Table 8 the basic semi-annual adjustment of private
sector minimum wages in absolute terms was significantly less than
the increase in the Basic Basket in 1982, but well in excess of this
indicator in 1983 and 1984. Public sector wage adjustments were roughly
similar to the increase in the Basic Basket in 1982 and 1983, but signi-
ficantly higher than this indicator in 1984. It should be noted, how-
. ever, that the basic adjustments in public sector wages do not reflect
the extraordinary increases which were granted in 1983 and 1984 as a
result of the introduction of a new public sector wage scale.

Ce Employment

Despite the economic r
by an average of 2 1/2 perc

b velay

large increases in the agricultural sector and in personal services
which more than offset job losses in construction and commerce.
1983 total employment remained virtually stagnant, as an increase of

7 percent in public employment was of fset by a fall of 1 1/2 percent in
the private sector. However, with the strengthening of the economic
recovery in 1984, total employment is estimated to have gone up by

3 percent. The open unemployment rate, which stood at 8 percent in
1981-82, declined to 6 1/2 percent in 1984, a rate still significantly
higher than the pre-recession level of 5 percent in 1980 (Statistical
Appendix Table 40).

£

C

ecession of 1980-82, total employment rose
en o

t a year over that period, as a result

- o ycal OVeD Lilau pelioed resu

._,4

. 1/ In addition to the basic increase, public sector workers are

b — . .
granted a supplementary increase (between 2.5 and 5.0 percent) on their
anniversary date of employment.
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Table 8. Costa Rica: Changes in Wages

1980 1981 1982 1983 1984

(Annual percentage increase)

Average minimum wage 19.7 24.0 73.3 52.3 17.7
Average wage 14.7 24.6 52.4 47.8 20.7
Private sector 16.2 25.3 59.7 49.5 21.6
Public sector 9.9 31.1 41.9 45.7 17.6
Average minimum real wage 1/ 1.4 -9.5 -8.9 14.9 5.1
Average real wage 1/ -2.9 -9.1 -19.0 11.4 7.8
Private sector -1.5 -8.6 -16.0 12.7 B.6
Public sector -7.0 -4.3 -25.4 9.9 5.1

(Annual increase in colones)

Average minimum wage 2/ R cee 1,460 767 1,071
Public sector wage 2/ cee . 2,300 450 900
Basic basket 3/ e . 2,186 503 457

Sources: Statistical Appendix Tables 38 and 39.

1/ Nominal wages deflated by consumer price index.

2/ Corresponds to the increase granted for the first and second
semester of the year combined.

3/ Corresponds to the enlarged basic basket.




_15_

I11. Public Sector Finances

1. Institutional framework

The nonfinancial public sector in Costa Rica consists of: (1) the
Central Administration; (2) 370 decentralized agencies, of which the
Social Security Institute is the most important; (3) 85 municipalities
distributed among seven provinces; and (4) 15 state enterprises, includ-
ing the Costa Rican Petroleum Refinery (RECOPE), the State Electricity
Corporation (ICE), the National Development Corporation (CODESA), and
the National Production Council (CNP).l/ Since 1981 the Budgetary
Authority, which comprises the Ministers of Finance and Planning and
the Executive President of the Central Bank, has been responsible for
the formulation of budgetary guidelines for the entire nounfinancial
public sector and for their implementation and control once approved by
the President of the Republic.

2. Overall trends

After deteriorating sharply in the period 1980-81, the performance
of the nonfinancial public sector has been improving since 1982. Mainly
as a result of a sharp reduction in capital expenditure, the overall
deficit of the nonfinancial public sector which had averaged 13 percent
of GDP in 1980-81 declined to 9 percent in 1982 (Table 9 and Chart 1).
During 1983-84 the overall fiscal deficit was reduced to a range of 2 to
3 percent of GDP largely as a result of a sharp increase in revenues.

The current account of the nonfinancial public sector shifted from a
deficit of about 3 percent of GDP in 1980-81 to a surplus of about 5 per-
cent in 1983-84.

After declining in 1980-82, public sector revenues recovered
strongly in 1983-84 as a result of a significant recovery in tax reve-
nues and a substantial improvement in the operating surplus of the
public enterprises. Measures introduced in the second half of 1982
raised tax revenue by the equivalent of 3 1/2 percent of GDP during
1983, while adjustments in the prices of public enterprises resulted in
an improvement of about 4 1/2 percent of GDP in the operational surplus
of the public enterprises in that year. Additional tax measures intro-
duced during 1984, together with a sustained rise in the receipts of
the Social Security Institute raised public sector revenue further by
about 2 percent of GDP. At the same time, the operational surplus of
the public enterprises grew by additional 1 1/2 percent of GDP on the
strength of a continued improvement in the financial position of ICE.

1/ Due to the lack of statistical information, the nonfinancial
puglic sector as defined in this report does not cover all the insti-
tutions described above. However, those which have been included in
this report (including the Statistical Appendix) account for more than
80 percent of total public sector operations.



Table 9. Costa Rica: Summary of Public Sector Operatinns

1980 1981 1982 1983 1984

(In millions of colones)

Total revenues 9,030 10,443 17,904 34,672 44,883
Current revenue 8,957 10,235 17,691 34,558 44,803
Tax revenue (7,662) (10,732) (18,6U3) (28,809) (35,720}
Public enterprises' current account 1/ (7) (-1,585) (=2,162) (3,070) (5,h06)
Other (1,288) (1,088) (1,250) (2,679) (3,477)
Capital revenue 73 208 213 114 80
Tatal expenditure and net lending 13,905 18,474 26,674 38,624 47,725
General government current expenditure 1/ 9,908 12,412 20,122 29,538 36,314
Capital expenditure and net lending 3,997 6,062 6,552 9,086 11,411
Fixed capital formation (3,799) (53,222 (5,274) (7,881) (9,081)
Net lending and other 2/ (198) (840) (1,278) (1,205) (2,330)
Current account surplus or deficit (-) =951 -2,177 -2,431 5,020 8,489
(Overall deficit -4,875 -8,031 ~8,770 -3,952 ~-2,842
Financing -4,875 -4,031 8,770 3,952 2,842
External (net) 2,176 1,466 -1,505 -324 ~384
Domestic 2,699 1,739 2,097 14,766 15y
Banking system (2,400 (1,664) (1,872) (13,889) (-1,122
Other (298) (75) (825) (877) (1,281)
External arrears -— 4,820 7,578 =13,767 3,007
Rescheduling - - -- 3,277 --

(Annual percentage change)

Total revenues 13.2 15.6 7144 93.7 29.5
0Of which: tax revenue 4.6 4040 73.3 54.9 2400
Total expenditure and net lending 10.1 32.9 44,4 44.8 23.6
General government current expenditure 1/ 18.5 25.3 62,1 46,8 22.9
Capital expenditure and net lending -6.1 51.7 R.1 3R.7 5.6

O0f which: fixed capital formation (22.0) (37.5) (1.0) (49.%) (15.2)

Memorandum item
Consumer prices (annual average) 8.1 37.1 90.1 32.6 12.0

{In percent of GDP)

Total revenue 21.8 18.3 18.4 2744 29.6
Current revenue 21.6 17.9 18.2 27.3 29.6
Tax revenue (18.5) (13.8) (19.1) (22.8) (23.6)
Public enterprises' current account 1/ (--) (-2.8) (-2.2) (2.4) (3.7)
Other (3.1) (1.9) (1.3 (2.1 (2.3
Capital revenue (h2 0.4 0.2 0.1 -
Total expenditure and net lending 33.6 32.4 27.4 30.5 3.5
General government current expenditures l/ 23.9 21.7 20.7 23.4 24,0
Capital expenditure and net lending 9.7 10.7 ) 7.1 7.5
Of which: fixed capital formation (9.2) (9.1) (5.4) (6.2) (6.0}
Current account surplus or deficit (-) =2.3 -3.8 -2.5 4.0 5.0
Overall deficit -11.8 -l4.1 -9.0 -3.1 -1.9
Financing 11.8 14.1 9.( 3.1 1.9
External (net) 5.3 2.H -1.5 -0.3 ~0.2
Domestic 6.5 3.0 2.8 11.7 0.1
External arrears - 8.9 7.7 -10.9 2.0
Rescheduling - -- - 2.0 -

Source: Statistical Appendix Table 41.

1/ Includes all contractual interest (paid and unpaid).

7/ Includes statistical discrepancies arising trom reporting on an accrual and cash
hasis, from reporting periods that differ from the calendar vear, and from the operations
af the nonconsolidated public sector.
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CHART 1
COSTA RICA

PUBLIC SECTOR OPERATIONS

(In per cent of GDP)
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Total public sector expenditure fell from an average of 33 percent
of GDP in 1980-81 to 27 1/2 percent of GDP in 1982 reflecting a sharp
decline in capital expenditures in relation to GDP. 1In the next two
years, however, this trend was reversed. The growth in expenditure in
the last two years was largely on account of salary increases well above
the prevailing rate of inflation, which raised current expenditures
from 20 1/2 percent of GDP in 1982 to 23 1/2 percent of GDP in 1983-84.
By contrast, capital expenditure remained relatively unchanged in rela-
tion to GDP during 1983-84,

In recent years the accumulation of payment arrears (both foreign
and domestic) and the rescheduling of current obligations with foreign
creditors became the most important sources of financing the public
sector deficit. Thus, the overall deficit financed with domestic
resources was reduced sharply in recent years, except in 1983 when the
Central Bank assumed a share of the external debt of the public sector
in connection with the foreign commercial bank rescheduling agreement.l/

3. Central Administration

During 1980-82 the overall deficit of the Central Government
declined from 8 percent of GDP to about 3 1/3 percent of GDP as a
result of an increase in tax revenues of about 1 1/2 percent of GDP and
a decline in total expenditure of around 3 percent of GDP (Table 10).
In the following two years, the overall deficit remained relatively
unchanged as increases in expenditure roughly paralleled increases in
revenue.

During 1983-84 the overall deficit of the Central Administration
was financed mainly with external resources, including an increase in
external debt arrears. As in the case of the public sector, as a whole,
the use of net domestic bank credit by the government during the last
two years was limited to the partial assumption by the Central Bank of
the Government's external debt. Most of the domestic component of the
deficit financing in the last two years was covered by an increase in
bond holdings outside the banking system and by an increase in floating
debt.

a. Revenues

Central government revenues grew steadily as a proportion to GDP
during the period under review. The increase was particularly marked
in 1983 due to the introduction of several tax measures in the second
half of 1982 which raised the tax ratio by 2 1/2 percent of GDP in that
year to 17 percent. During 1984 revenues rose further to about 18 per-
cent of GDP as a result of additional tax measures and an increase in
transfers from the rest of the public sector to the Central Administra-
tion (Table 11).

1/ This agreement is described in Appendix II.
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Table 11). Costa Rica: Summary Uperations of Central Administration

1980 1981 1982 19383 1984

(In millions of colones)
Revenue 5, 306 7,770 14,026 21,417 27,012
Tax revenue 5,124 7,517 13,717 20,622 24 8Bb4
Other 182 253 309 795 2,149
Total expenditure 8,606 10,769 17,284 26,044 31,529
Current expenditure 1/ 6,676 8,663 15,072 20,953 26,137
Capital expenditure 1,930 2,106 2,212 5,091 5,397
Current account deficit (-) -1,370 -893  -1,046b 464 875
Uverall deficit (-) -3,300  -2,999 -3,254 4,627 -4,517
Financing (net) 3,300 2,999 3,258 4,627 4,517
External 762 Y22 1,274 1,969 2,393
Domestic 2/ 2,538 1,558 1,002 2,341 1,691
Interest in arrears 3/ - 519 982 317 433

(Annual percentage change)
Revenue 17.6 464 80.5 52.7 2641
Uf which: tax revenue 17. 46.7 82, 50.3 20.6
Total expenditure 24.9 25.1 60.5 S5U.7 21.1
Current expenditure 1/ 23.3 29.8 74.0 39.0 24,7
Capital expenditure 30.7 9.1 5.0 130.2 5.9

Memorandum item
Consumer price index (average) l8.] 37.1 9.1 32.0 12.0
(In percent of GDP)

Total revenue 12.8 13.6 14.4 16.9 17.9
Total expenditure 20.8 18.9 17.7 20.6 20.9
Current expenditure 1/ 16.1 15.2 15.4 lo.b 17.3
Capital expenditure 4.7 3.7 2.3 4.0 3.6
Current account deficit (-) -3.3 -l.b -1.U 0.4 e b
OUverall deficit (-) -8.0 -5.3 -3.3 -3.7 -3.0
Financing (net) 8.0 5.3 3.3 3.7 3.0
External 1.9 1.6 1.3 l.o lots
bomestic H.l 2.8 1.0 1.9 1.1
Interest in arrears 3/ -- .9 1.0 a2 .3

Source: Statistical Appendix Tables 42 and 4 3.

1/ Includes all contractual interest (paid and unpaid).
2/ lncludes statistical discrepancies.
3/ Excludes interest payments in arrears an external public debt

assumed by the Central Bank.




Table 11. Costa Rica Central Administration Revenue
1980 1981 1982 1983 1984
(As percent of GDP)
Total revenue 12.8 13.6 14.4 16.9 17.9
Tax revenue 12.4 13.2 14,1 16.3 16.5
Direct taxes (2.9) (3.0) (3.3) (4.1) (3.6)
Trnrame and nrafite tavac 192 41 2 A1 1. N1 f2. 71 r1.11
4L UMC ali@ pPpioiicts vaaco L&eT ) L£e T LYoV ] Lo j Lo 1}
Other [0.5] [0.4] [0.3] {[0.4] [0.5]
Domestic indirect taxes (5.7 (4.7) (4.9) (6.0) (7.4)
General sales tax [2.2] [2.0] [2.8] [3.4] 1[3.8]
Selective taxes on goods and
services [3.5] [2.7] ({2.1] [2.6] [3.6]
Taxes on internaticnal trade (3.8 (5.5) (5.9) (6.2) (5.5)
Taxes on imports (2.0] [1.6] {1.1] [L.9] [2.8]
Taxes on exports [1.8) [3.9] [4.7] 1[4.0] [2.5]
Other [ =-] [ --1 1[0.1] [0.3] 1[0.2]
Nontax revenue 0.4 0.4 0.3 0.6 1.4
(In percent)
Memorandum items
Import taxes/total imports, c.i.f. 6.2 3.4 3.2 5.9 8.6
Export taxes/total exports f.o.b. 8.6 10.1 14.0 14.0 9.3
Source: Statistical Appendix Table 42.

Collections from indirect taxes on domestic transactions, which
account for nearly one half of total tax revenue, fell from about 6 per-
cent of GDP in 1980 to 5 percent in 1982, but then increased sharply in
the next two years. The decline in 1980-82 was largely attributable to
the lack of adjustment of many specific tax rates to compensate for the
rising rate of inflation and the depreciation of the colon during this
period. At the end of 1982, the rates of selective consumption duties
were raised by 7 percentage points and several excise taxes were shifted
from a specific to an ad valorem basis; in addition, the scope of the
general sales tax was broadened and its rate was raised from 8 to
10 percent. As a result, the yield from domestic indirect taxes rose
to 6 percent of GDP in 1983. 1In 1984 receipts from these taxes increased
further to 7 1/2 percent of GDP as additional revenue measures were
enacted during the year to replace several taxes on foreign trade which
had lapsed at the end of 1983, These measures included an additional
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increase of 3 percentage points in the rates of selective consumption
duties and an extension of the base of the general sales tax to cover
transactions of the rest of the public sector.l/

Receipts from foreign trade taxes, which account for about one
third of total tax revenues, rose from about 4 percent of GDP in 1980
to close to 6 percent in 1982, largely as a result of an increase 1in
export tax revenues, but then leveled off in 1983-84. A temporary
increase in export tax rates and the introduction of an exchange tax
on exports in 1981 led to an increase in export tax receipts of about
3 percent of GDP during 1980-82. 1In 1983 export taxes declined by
nearly 1 percent of GDP as certain temporary export duties were reduced.
However, import taxes rose by roughly the same amount in relation to
GDP as a result of a recovery in imports, especially of those items
assessed at high rates of duty. During 1984 revenues from import
taxes continued to rise, but total foreign trade taxes fell to about
5 1/2 percent of GDP due to a significant decline in export taxes. The
strong performance of import taxes reflected the introduction in 1984
of a new 3 percent ad valorem tax on imports, a 10 percent reduction
in import tax exemptions and the substitution of the more depreciated
banking rate for the official exchange rate in the calculation of cer-
tain import duties. Export taxes fell during the year, largely reflect~
ing the lapsing at the end of 1983 of the exchange tax on exports

1001

established in 1981.

e d e nmmnmdimer cldakhely 22 10QQN_01 FISRRN e mam T e bLiss
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1 percentage point of GDP in 1982-83 mainly because of the introduction
AF o e e I marmn Favr grstemhhameaas d 7009 T 1Q0QL Yo nmam F e oo o
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tax receipts fell as a percent of GDP as an increase in the witholding
tax rate on dividends and reductions in the provisions for the revalua-
tion of assets were more than offset by a reduction in the rate of the
income tax surcharge and an apparent deterioration in tax administration

Total gov-rument expenditure declined in relation to GDP from 1980
to 1982 mainly as a result of a fall in capital outlays, but recovered
in the next two years mainly on account of a rise in current expendi-

ture (Table 12).

Current expenditure declined from 16 percent of GDP in 1980 to
15 1/2 percent in 1982, largely as a result of moderation in the growth
of outlays for wages and salaries. Thereafter, however, current
expenditure rose significantly in relation to GDP as a result of large
wage adjustments and rising current transfers. During 1983 expendi-
ture for wages and salaries rose by about 1 percent of GDP reflecting
semi-annual public sector wage adjustments, as well as the introduction
of a new salary scale for public sector employees in the second half of

1/ Details of the revenue measures enacted in 1984 are given in
Appendix I.
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Central Administration Expenditure

(In percent of GDP)

1980 1981 1982 1983 1984
Total expenditure 20.8 18.9 17.7 20.6 20.9
Current expenditure 16.1 15.2 15.4 16.6 17.3
I v o o~ A cnl amd Ao 7 1 L 1 c 1 f4 1 4 =4
stt:b dllll 5dldl LECD /e d Ue L Je L Ve L Ue )
Purchases of goods and
services 0.7 0.8 0.7 G.9% 1.0
Interest payments 1/ 2.2 2.5 2.7 3.0 2.5
Current transfers 6.1 5.2 6.8 6.6 7.3
To rest of general
ocnvoernmant 2/ (4 5) {1.2) 4 1Y (2._0Q {7
goveinmeiit £/ \TeJy \Je i) \FeLy \Je J \Je 7 )
To public enterprises (0.1 (0.1) (--) (- (0.
To other 3/ (1.5) (1.9) (2.7) (9.7 (3.1)
10 otaer o/ «J ) \LeJ \Le/ ) \NLei \ZeJD
Exchange subsidies 4/ - 0.6 0.1 - -
Capital expenditure 4o 3.7 2.3 4.0 3.6
Fixed capital formation 2.8 2.1 1.2 2.3 2.4
Capital transfers 1.7 1.5 0.9 1.6 1.0
To rest of general
government (1.6) (0.1) (0.4) (1.0) (0.7)
To public enterprises (=) (1.1) (0.1) (0.4) (0.2)
To other 3/ (0.1) (0.3) (0.4 (0.2) (0.1)
Other capital expenditures 0.2 0.1 0.2 0.1 0.2

Source:

1/ Includes unpaid interest.
2/ Includes social security contributions.

Statistical Appendix Table 43.

E/ Includes transfers to the nonconsolidated public sector.
4/ Exchange losses of the Central Bank on account of the Central
Administration's payments abroad at a subsidized exchange rate.



the year. 1In 1984, only one general wage increase was granted, but
this increase, in combination with the full year's impact of the salary
scale established the previous year, raised the wage bill by about

1/2 percent of GDP to 6 1/2 percent of GDP in 1984. Current transfers
also increased in relation to GDP during 1983-84, mainly as a result of

a growth in tax revenues earmarked for the rest of the general government,

adjustments.

The investment budget of the Central Administration involves mainly
projects financed by international development agencies and capital
transfers to the rest of the nonfinancial public sector. After declin-
ing in the period 1980-82, investment spending rose to 4 percent of GDP
in 1983 in line with an improvement in governmment savings. During 1984,
however, capital expenditure declined to about 3 1/2 percent of GDP,
largely as a result of lower transfers to the Agricultural Development
Institute (IDA) for the acquisition of land due to delays in the imple-
mentation of the land reform program.

4. Rest of the general government

One half of the operations of the rest of the general government is
accounted for by the Social Security Institute (CCSS), while the other
half is explained by a large number of decentralized institutions and
local governments. The latter institutions derive most of their income
from earmarked revenues and direct transfers from the Central Administra-
tion. The rest of the general government generated an overall surplus
of about 1 1/2 percent of GDP during 1983-84, after being close to
equilibrium during 1980-82, mainly because of a strong improvement in
the performance of the Social Security Institute.

The Social Security Institute administers health and maternity
insurance, and disability and pension programs. During 1980-82 the
overall balance of the Institute shifted from a small surplus to a small
deficit, as the recession slowed increases in social security contribu-
tions in relation to the rise in benefits paid. During 1983-84, however,
the institutes's revenues rose by about 2 percent of GDP reflecting an
increase of 4 percentage points in the rates of social security con-
tributions in the latter part of 1982 and a sharp increase in wages to
which the social security contributions are linked. Current expenditure
increased by only about 1/2 percent of GDP in 1983-84, as a temporary
siowdown in the growth of purchases of goods and services, associated
with the introduction of new budget procedures, was more than offset by
an acceleration in the growth of wage expenditure. The introduction of
new budgetary procedures in 1984 also led to a temporary decline in
capital spending and the net lending operations of the mortgage program
administered by the Institute. As a result, the overall position of
the Social Security Institute shifted from a small deficit in 1980-82
to a surplus of about 1 1/2 percent of GDP in 1983-84 (Statistical
Appendix Table 44).
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5. Nonfinancial public enterprises

The consolidated financial position of the public enterprises
deteriorated sharply in 1980-82, but then improved substantially in the
next two vears. The overall deficit of the public enterprise sector
rose from 5 percent of GDP in 1980 to an average of about 7 percent in
1981-82, largely as a result of rising expenditures and sluggish revenue
growth (Statistical Appendix Table 45). Reflecting an adjustment in
public tariffs and prices beginning in the latter part of 1982, total
revenues of the state enterprises rose by about 4 1/2 percent of GDP in
1983 and the overall deficit of the public enterprises declined to about
! 1/2 percent of GDP in that year, while the current account balance
shifted from a deficit of about 2 1/2 percent of GDP in 1981-82 to a
surplus of a similar magnitude in 1983. During 1984 the financial posi-
tion of the public enterprises continued to improve largely as a result
of a decline in expenditure relative to GDP, and approximate overall
equilibrium was achieved for the first time in recent years (Statistical
Appendix Table 45).

The most important public enterprise in Costa Rica is the National
Petroleum Refinery (RECOPE). The overall balance of RECOPE shifted
from a deficit of about 2 1/2 percent of GDP in 1981-82 to a surplus of
about 1/2 percent in 1983-84, following an increase of 66 percent in
the domestic price of oil derivatives and a slowdown in expenditure
growth. No additional adjustment of domestic prices was introduced in
1983-84, notwithstanding an increase of 11 percent in the domestic cost
of imported fuel in those two years. Current expenditure of RECOPE fell
in relation to GDP in the last two years, despite higher wage outlays,
due mainly to the drop in international oil prices and lower interest
payments; in addition, RECOPE delayed the transfer of import duties and
extraordinary contributions to the Central Administration. Capital
expenditure also declined in relation to GDP in 1983-84, largely reflect-
ing a reduction in outlays associated with oil exploration on the
Pacific coast,

The second largest public enterprise is the State Electricity
Corporation (ICE). Mainly because of a sharp increase in revenues and
delays in the implementation of investment projects, the overall deficit
of ICE declined from about 2 1/2 perceunt of GDP in 1981-82 to | percent
in 1983 and shifted to a surplus of about 1/2 percent of GDP in 1984.
Total revenues increased by about 3 1/2 percent of GDP in 1983-84 as a
result of an increase in the sale of surplus electricity to Nicaragua
and Honduras, as well as significant adjustments in electricity and
telephone rates. Electricity rates were increased by about 90 percent
in 1982, 30 percent in 1983, and 10 percent in 1984, while telephone
rates were raised by 55 percent in 1982 and by 70 percent in 1984.
Despite a sharp increase in wage expenditure, current outlays remained
relatively unchanged in relation to GDP during 1983-84 largely because
of lower interest payments. Capital expenditure also declined in
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relation to GDP in the last two years due to difficulties in securing
foreign financing for the expansion of the telephone system and delays
in the implementation of the Ventanas Garitas hydroelectric project.

The financial position of the National Development Corporation
(CODESA), a state holding company for a large number of subsidiaries
operating in various sectors of the economy, continued to deteriorate
in 1983-84 because of poor management and large debt servicing obliga-
tions. To reduce its deficit, several of CODESA's subsidiaries have
been closed in recent years, while most of the rest are operating well
below capacity. In 1983 the Legislative Assembly authorized the sale
of a number of CODESA's loss-making subsidiaries, but no significant
divestment has taken place yet. The divestment process, however, is
likely to accelerate in 1985, due to an agreement signed between the
Government and U.S. AID to use part of the local currency counterpart
of U.S. AID grants to cover the losses and past indebtedness of its
subsidiaries in order to facilitate their sale.

The position of the National Production Council (CNP), which regu-
lates the production and marketing of basic grains in Costa Rica, dete-
riorated sharply in 1983-84, 1Its overall position moved from virtual
equilibrium in 1980-82 to a deficit of about 1/2 percent of GDP in
1983-84, as a result of heavy losses arising from domestic support
prices for rice well in excess of prevailing international levels.

Part of CNP's losses can also be attributed to the fact that the con-
trolled consumer prices of wheat, corn, and beans have been set below
domestic farm support prices for these products.
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IV. Financial Intermediation 1/

1. Overall trends

During the period 1980-84, total bank credit expanded very sharply
in real terms and at rates in excess of the accrual of private finan-
cial savings. To a large extent this rapid growth reflected the domes-—
tic counterpart of the accumulation of external payments arrears, the
extension of exchange subsidies in 1980-82, and the operational losses
incurred by the Central Bank in 1983-84., The losses of the Central
Bank arose from the imbalance between its interest earning assets and
interest bearing liabilities, which was exacerbated by the impact of
exchange rate depreciation on the Central Bank's foreign interest pay-
ments. The rate of growth in bank credit to the public sector decreased
over the period as a result of improvements in the fiscal situation,
while credit to the private sector expanded strongly in 1983 and 1984,
after contracting in real terms in the period 1980-82.

With the rapid growth in total bank credit in the period 1980-82,
the net international reserves of the banking system declined, but they
increased in 1983 with the recovery in private savings and inflows of
long-term foreign resources. In 1984, however, the growth in loanable
resources tapered off and the banking system's net international reserves
again declined reflecting an accumulation of external arrears.

2. Private sector financial savings

As a result of a decline in real interest rates in 1980-82 and a
contraction in economic activity, private sector financial assets
declined from 40 percent of GDP at the end of 1980 to less than 36 per-
cent of GDP at the end of 1982 (Table 13). This trend was reversed in
the next two vears, as the rate of inflation decelerated and the domes-
tic economy started to recover in 1983, with the result that private
savings rebounded and reached 38 1/2 percent of GDP at the end of 1984.

Real interest rates varied quite sharply over the period under
review.2/ 1In 1981-82, interest rates became significantly negative in
real terms, as the rate of domestic inflation accelerated sharply and

1/ The banking system of Costa Rica includes the Central Bank, four
state banks, which account for over 90 percent of the system's commer-
cial banking operations and also perform certain specialized banking
functions, and 13 private banks. The private banks are not allowed to
accept demand deposits and, until mid-1984, were prohibited from having
direct access to central bank resources.

2/ The interest rate structure in Costa Rica is determined by the
Central Bank which establishes a basic interest rate for six—month
deposits to which most other lending and deposit rates are fixed. The
principal lending rate, for example, is set at 3 1/2 points above the
basic rate. The structure of interest rates is described in Statis-
tical Appendix Table 5l.
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the basic rate remained relatively unchanged. At the end of 1982, the
basic rate stood at 25 percent in nominal terms, which was equivalent
to a negative 60 percent in real terms measured in terms of the 12-month
rate of inflation. As the rate of inflation decelerated sharply during

1983, the basic interest rate in real terms shifted to a positive

11 percent by the end of the year (Chart 2). During 1984, domestic
interest rates declined moderately in nominal terms, as the basic rate
was reduced from 22 percent at the end of 1983 to 20 percent at the
end of 1984; in real terms, the basic rate was equivalent to 3 percent
at the end of last year.

Table 13. Costa Rica: Private Sector Financial Assets

(As percent of GDP)1/

1980 1981 1982 1983 1984

Total 39.7 39.6 35.7 38.2 38.5
Money 16.2 15.6 14.1 15.6 15.9
Currency 5.1 5.0 4.6 4.9 5.1
Demand deposits 11.1 10.6 9.6 10.7 10.8
Quasi-money 22.3 22.7 20.1 21.4 21.1
In domestic currency 16.8 15.6 13.3 15.3 15.1

Savings deposits (3.1) (2.4) (1.8) (1.8) (1.7)

Time deposits (9.6) (9.3) (6.7) (7.9) (8.4)

Bonds (4.1) (4.0) (4.8) (5.6) (5.0)
In foreign currency 5.5 7.1 6.8 6,1 6.0
Private capital and other

obligations 1.2 1.3 1.5 1.2 1.5

Source: Statistical Appendix Table 47.

l/ Ratio of two-year average of financial assets in relation to GDP.
Foreign currency deposits are valued at the actual end-of-year exchange
rate.

Private deposits denominated in foreign currency in the banking
system declined from US$270 million at the end of 1980 to US$180 million
at the end of 1982, reflecting increasing uncertainties about exchange
rate policies. However, given the sharp depreciation of the colon
during this period, the domestic currency equivalent of these deposits
grew from 5 1/2 percent of GDP to 7 percent of GDP during the same
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period. As the exchange rate became more stable in 1983, there was
some modest reflow of resources into dollar-denominated deposits (but
the colon value of these deposits declined to 6 percent of GDP at the
end of that year). As private confidence strengthened and foreign
exchange deposits were made more attractive by the interest rate paid
in Costa Rica, they began to increase more rapidly during 1984.1/ By
the end of March 1985, these deposits amounted to US$240 million and
accounted for about 15 percent of total private financial savings.

3. Domestic credit 2/

The annual growth rate of the net domestic assets of the banking
system (measured in relation to the stock of liabilities to the private
sector at the beginning of each year) declined from a peak of 105 per-
cent in 1982 to 29 percent in 1984, while the growth of bank liabilities
to the private sector declined from 51 percent to 1l percent over the
same period (Table 14). The growth in credit to the public sector was
cut sharply during this period and became negative in 1984 reflecting
the rapid decline in the overall fiscal deficit. While in 1980 the net
credit needs of the public sector absorbed over 30 percent of the
expansion in total domestic credit, in 1984 the public sector became a
net contributor of resources to the system in an amount equivalent to
8 percent of total credit growth. The moderation in the credit needs
of the public sector, however, was more than compensated by a sharp
increase in credit to the private sector as economic recovery took
effect in the last two years. The share of total credit expansion
directed to the private sector increased from 10 percent in 1981 to an
average of 45 percent in 1983 and 1984 (Chart 3 and Table 15). The
rapid growth of credit to the private sector in the last two years also
may have reflected a shift from foreign sources of financing to domestic
borrowing because of the reluctance of foreign creditors to increase
their exposure to Costa Rica and of local residents to increase their
foreign indebtedness after the significant exchange losses experienced
in 1981-82.

In the absence of an accounting mechanism in the Central Bank
to register the local currency counterpart of external debt arrears
accumulated by the public financial and nonfinancial sector, the buildup
of such arrears has been imputed in the accounts of the Central Bank
in this report for analytical purposes. The growth in the domestic

1/ The interest rates on foreign exchange deposits (set in terms of
a spread over LIBOR) are determined by the Central Bank. Although
these deposits are held by the state banks, they are subject to a
10U percent legal reserve requirement.

2/ The monetary data for 1983 in Table 14 are shown both in a pre-
rescheduling format, which is comparable with data for earlier years,
and also in a new (Reclassifed) format, which reflects the full effect
of rescheduling agreements reached in that year, consistent with data
for later dates. The main adjustments involved in this new format are
described in SM/84/146, p. 25.



Table l4. Costa Rica: Summary Operations of the Banking System

December 31

¢ 45.00=USs] March 31
¢ 38.5u=yssl ¢ 41.40=USS1 Recl. ¢ Su.i=Ussl
1981 1982 1982 1983 1983 1/ 1984 1984 1985
(In millions of colones)
L. Banking System
Net international reserves 2/ -32,294 =44 759 =48,13) -46,.279 =4,29U -7,53% -5, 585 =2, 5u4
Net domestic assets ¥4, 101 112,609  118,56u 134,326 129,815 145,435 141,789 157,505
Netr credit tw public sector 9,294 11,040 11,n20 12,009 26,097 25, 399 29,924 27,080
Central Government 3/ {7,370} (6,h00) (h,992) (3,278)4/ (lu,un?) (1u,191) (ll,444) (11,084
Rest of pubiic sector 3/ (1,924) (5,080) (5,024) (3,731) (LR, 630) (15,208) (l¥,agu) (15,993
Credit to private sector 5/ 13,228 18,074 15, 109 27,5135 27,549 32,470 29,2153 34, uny
Valuation adjustment 30,780 30, 7ul 33, 0u8 33,608 43,244 23,229 31, bbY 3l,onY
Uther 5,501 9,353 9,257 20,035 50,534 59,004 49,861 6l 9o
Counterpart drrears 25,294 w2, 747 45,9bn 41,139 1,814 5, 324 I,1le 3,old
Lovernment trust funds ass cas e e 1,U9% 4,478 754 7,070 b/
cong-term toreign liabilities 7/ 24,732 27,111 29,156 34,286 09,998 72,889 78,63u na, L HT
Liabilities tu private sector >/ 27,175 40,739 41,273 53,76l 54,432 nl, 524 36,820 b3, uin
I, tCentral Bank
Net _international reserves -32,755 =45, 241 —44, 648 =46,232 =-5,994 -7,777 ~t, 985 -2, r30
ufficial reserves -7,457 -2,494 -2,682 -5,093 -4,180 -1,279 -5,.8bY 1,143
Payments arrears/rescheduling =-25,298 42,747 ~45,966 -41,139 -1,H814 -6,495 -1,110 =4,

het domestic assets 37,1381 52,178 55, 585 55, 180 14,942 17,002 15,327

Net credit to public sector 3/ 9,651 11,885 11,831 14,242 4/ 28,985 3,270 32,1oh
0f which: rescheduling (-=) (~=) (-=) (==) (1a,717) (13,820) (lb,352)

Net credit to banks -6,95] -9, 348 -9,87. -11,482 -&,057 -10,195 ~9,203
ur which: rtrescheduling (=) {(=—1 (-=) {-=) (4,119) (1,3u7) (4,578)

Government trust ftunds e - - . -1,0938 =4,478 -754

Stabilization bonds =-1,542 -4,755 -4,755 -5,U90 =5,080 —4,895

Long-term foreign liabilities 7/ =21,493 ~13,498 -25,271 -30,428 -bk, 127 =70, 183

valuation adjustment - RERCSL) 28,519 31,467 31,407 20,750 20,736

Uther 3,404 6,328 b,169 15,332 45,759 51,059 44,882

Counterpdrt drredrs 25,295 wl, 747 45,966 41,13y 1,814 3,324 1,1l

Lurrency issue 4,426 6,937 0,937 ¥,94H 8,948 9,885 B, 342

(In percentage change)

Banking system

Net domestic assets 8/ bl.9 9/ 1u5.3 38.2 BT 27
Net credit to public sector 21.2 9/ 25.3 3.3 ~4.9 =Y. 5
Uf which: excl. rescheduling (21,2997 (25.3) (3.3) (-3.3) (-2h.9)
Credil to private sector 9.8 E/ 3b.7 52.1 17.9 13.2
Liabilities to private sector 27.3 9/ 50. 5 30.3 1.2 tn.y
CPl (end ot year) b8, 1 Bl.8 lu.7 17.4 5.

(As_percent of GDP)

Net credit to public sector le.3 1.9 9.5 6.8 17.9 1wy
Credit to private sector 23.2 18.5 21.8 21.5 219 1w
Liabilities tu private sector 11/ 36.3 35.0 37.86 8.0 Ju.l Loy

Sources: Statistical Appendix Table 4b; and Fund staff estimates.

1/ Keclassified; reflects the full effect of the rescheduling of payments arrears.

gj Includes payments arrears.

3/ Includes exchange subsidies.

4/ Includes an implicit credit for the squivalent of US5$38.3 million on account of external interest pavments for
which no culones counterpart was depusited.

5/ Includes nunbank financial intermediaries.

fH/ lncludes counterpart of grants ta the Central Government, in 1985 also of grants to the Central Bank.

7/ Includes counterpart of SDR allocation.

B/ In relation to liabilities to the private secror, at the beginning of the period.

E/ Changes based on foreign currency accounts valued at ¢ 15.00 per U.5. dollar. .
1Y/ In relacion to 1984 CDP.

11/ Ratio ot two-year average of liabilities to the private sector, including liabilities to nonbank financial inter-
ﬁ;aiaries. to GbP. Foreign currency deposits are valued at the actual end-of -year exchange rates.
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counterpart of these payments arrears accounted, on average, for over
half the expansion in net domestic assets of the banking system between
1980-82, 1In 1983, as a result of the payment or refinancing of arrears,
their domestic counterpart declined, but in 1984 new arrears were
accumulated which accounted for almost one fourth of the expansion in
domestic credit,

Table 15. Costa Rica: Changes in Banking System Domestic Credit
by Origin, Destination and Financing

(In millions of colones)

1980 1981 1982 1983 1984

Origin 7,399 11,481 28,507 15,171 15,937
Central Bank 5,774 10,249 23,008 7,395 9,273
Commercial banks 1,575 1,377 5,667 7,952 6,188
Other banks 12 -114 -81 -3 =233
Interbank float (net) 38 -31 -87 -173 709
Destination 7,399 11,481 28,507 15,171 15,937
Public sector (net) 2,401 1,664 2,352 389 -1,298
Private sector 1,283 1,022 4,780 9,083 4,678
Other financial intermediaries 149 140 70 343 243
Counterpart arrears 2,421 5,389 17,448 -5,026 3,613
Other 1,107 3,297 3,944 10,555 7,992
Interbank float (net) 38 =31 -87 -173 709
Financing 7,399 11,481 28,507 15,171 15,937
Net international reserves 1/ 4,119 6,060 12,464 -=2,447 3,569
Long-term foreign liabilities 2/ 1,106 439 2,379 5,130 6,271
Private sector liabilities 2,174 4,982 13,664 12,488 6,097

Money (1,041) (3,375) (6,353) (5,519) (3,229)

Other (1,133) (1,607) (7,311) (6,969) (2,868)

Source: Table 14 and Statistical Appendix Table 46.

1/ 1Includes payments arrears.
2/ Includes counterpart of U.S. AID grants.

Although the cash payment of external arrears in 1983 diminished
the domestic counterpart of such arrears, at the same time it contributed
to a large increase in other unclassified assets of the banking system
in that year as the Central Bank made large interest payments on external
debt on its own account and on behalf of the public sector. Since
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1982, these net interest payments have become the main component of the
increase in the Central Bank's other unclassified assets, which accounted
for more than half the increase in its net domestic assets in 1983-84.

During 1981-82 the Central Bank relied extensively on the issue of
stabilization bonds to offset the expansionary impact of increasing
operational losses occasioned by domestic currency depreciation. In
addition, domestic banks were encouraged to maintain their excess
liquidity in the Central Bank by payment of interest on excess legal
reserve deposits equivalent to the basic rate. Although these operations
were successful in sterilizing some domestic liquidity, the interest
cost involved added significantly to the net losses of the Central Bank
which were the equivalent of 5 1/2 percent of GDP in 1982 (Table 16).

Table 16. Costa Rica: Net Losses of the Central Bank

(In percent of GDP)

1982 1983 1984

I. Interest earnings 2.7 2.1 3.7
On colon-denominated assets . o 2.1

On foreign currency denominated assets e e 1.6

II. Accrued interest payments ~-8.0 -6.6 -7.9
In colones (-0.7) (-0.9) (-1.0)

Of which:

On stabilization bonds [oesl Jeodl /-0.7/

In foreign exchange (-7.3) (=5.7) (-6.9)

To domestic banks /-0.8/ /-0.5/ /-0.5/

To abroad /=6.5/ /—5.2/ /-6.4/

II1. Net administrative deficit -0.3 -0.5 -0.5
IV. Net losses (-) (I-II-II1) ~5.6 -5.0 ~4,7

Sources: Central Bank of Costa Rica; and Fund staff estimates.

With the recovery in private financial savings in 1983, the Central
Bank shifted to legal reserve requirements as a means to control bank
liquidity and to encourage longer term private savings. This was
accomplished by a gradual increase in reserve requirements with lower
rates corresponding to longer maturities. In addition, to achieve a
greater measure of control over a potential source of credit expansion
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represented by the banks’ excess reserves, the Central Bank required
that such reserves deposited in the Central Bank after June 1983 be
held for a minimum period of threce months to qualify for the payment
of interest.

Credit policy was broadly passive during the first half of 1984,
In response to strong private sector credit demand, overall bank credit
expanded rapidly and was financed in large measure by a drawdown in
excess reserves of the banks in the Central Bank. The growth in bank
credit was curtailed in the second half of the year as a result of a
tightening of credit policy. In June 1984 the Central Bank established
a 50 percent marginal reserve requirement on the growth of demand
deposits and extended the minimum term requirement of the banks' excess
reserve deposits with the Central Bank from three to six months. 1In
addition, the Central Bank froze its rediscount operations after August
and in October 1984 the basic indicator interest rate was raised from
18 percent to 20 percent. As a result of these measures, the annual
growth in bank credit to the private sector was reduced from 40 percent
in the vear ending June 1984 to 17 1/2 percent in December 1984.
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1. Balance of payments

a. Overall trends

Costa Rica pxperlence_d erious external nroblems in the period
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1980-82, when the overall balance of payments registered deficits of
about US$400 million a year, including a large accumulation of extermnal
debt arrears which at end-1982 amounted to US$1l.l billion (Table 17).
In the following two years, however, the balance of payments position
improved as a result of a reduction in the current account deficit and
an increase in net capital inflows; including debt relief.

The payments crisis of 1980-82 resulted from a deterioration in
both the current and capital accounts. Reflecting a number of adverse
external developments, including a deterioration in the terms of trade
and rising international interest rates, as well as expansionary demand
management policies, the current account deficit increased from less
than 10 percent of GDP in the period 1975-79 to an average of 15 percent
in 1980-81. Although the current account deficit narrowed to 10 percent
of GDP in 1982, mainly as a result of a sharp fall in imports associated
with a substantial contraction in economic activity and a rapid depreci-
ation of the colon, payments pressures did not ease as net capital
inflows, which had declined sharply in 1980, were negative in both 198l
and 1982.

The current account deficit declined as a percent of GDP in both
1983 and 1984, but this was due mainly to a substantial increase in
official transfers; if these transfers are excluded, the current account
deficit increased in absolute terms and remained roughly unchanged
relative to GDP in both years. The increase in official transfers in
1983 (mainly in the form of U.S. AID grants), combined with a sharp
reversal of capital flows due to debt rescheduling and a reflow of
private financial savings from abroad, resulted in an overall balance
of payments surplus of USS$51 million. In contrast to the previous
three years, foreign debt service payments were kept current in 1983
and most arrears were eliminated through a combination of debt resched-
uling and some cash payments.

In 1984 net capital inflows were significantly less than in 1983
and insufficient to cover the current payments deficit. This reflected
both lower utilization of foreign loans by the public sector, as well as
the failure of Costa Rica to obtain debt relief from bilateral creditors
in the context of a financial arrangement with the Fund as had been
planned. The overall balance of payments deficit estimated at USS110
million was more than financed by an accumulation of external arrears
and the use of a trade credit facility provided by foreign commercial
banks to the Central Bank in 1983. Net international reserves of the
Central Bank increased last year by US$1l4 million (including net
repayments to the Fund).




Table 17. Costa Rica: Balance of Payments

Prel.
1980 1981 1982 1983 1984
(in millions of U.S. dollars)
Current account -bb3.Y -426.4 -240.5 ~-253.7 -218.2
Merchandise trade -526.6 ~210.7 -25.2 -130.8 -145.4
Expurts, rf.o.b. {1,000.9) (1,0uU2.6) (869.0) (862.4) (955.5)
lmports, c.i.t. (-1,527.5) (-1,213.3) (=894, 2] (-993.2) (-1,L100.9)
Services -151.8 ~242.7 =-251.2 -191.8 -205.38
Nonfactor (hd.4) (76.6) (Y6.U) (121.9) (117.6)
Factor (=21b.2) (-319.3) (=347.2) (-313.7) (-323.4)
Uirect investment and
private interest /=37.9/ /-11.4/ /=5.3/ /16,07 /=9.4/
Lfficial interest /~178.3/ /-307.9/ /=341.9/ /=327.7/ /=314.0/
Faid 1-178.3) [-1nu.3] [=106.13] [-275.4/ {-2039.9]
Lnpaid |- [-147.6] [-235.9] |-52.3] (=104, L]
Iransfers 14.5 27.0 35.9 b8.Y 133.1
Capital account 185.38 -49.2 -73.3 304.2 108.>
Private and net errors and
omissions ~-180.8 -69.3 16.0 67.5 95.3
Public (net inflow) 3bb.h 231.3 128.0 219.0 84.9
Visbursements (597.1) (330.3) (191.0) (311.8) (200.9)
Nonf inancial sector /294, 4/ /266.4/ /91.0/ /121.2/ /97.3/
Financial sector /302.7/ /63.9/ /100.0/ /190.6/ /103057
Amortization (paid) (-230.5) (-99.0) (-p3.0) (~92.8) (-112.40)
Nont inancial sector /=~67.7/ /=-49,.7/ /=39.0/ /-63.0/ /=62.7/
Financial sector /-te2.8/ /=-49.3/ =240/ /-29.8/ /-49.3/
Public (net refinancing of current
vbligations) - -211.2 -217.3 17.7 ~75.7
Rescheduling of principal (--) (-=) (--) (157.2) (153.7)
Kefinancing of current interest (--) (--) (--) (34.4) (-=)
Amurtization (unpaid) (-~) (=-211.2) (=217.3) (-173.9) (=229.4%)
Uther (SDRs/revaluation and
transactions with nunmonetary
monetary agencies) 22.3 5.4 - - -
Net international reserves
(overall balance) -455.8 -470.2 -313.8 50.5 ~-109.7
Accumulation (+) or reduction (-}
of arrears 283,00 354.8 45302 -i,u7u.0 174,2
Principal (283.0) (211.2) (217,30 (=722.9) (bl.t))
lnterest (=-) (1s47.6) (£35.9) (=347.1) (8b.2)
Imports (--) (-—) () (=) (Zo.t)
Rescheduling of arrears - - -- 749.3 -
Principal (-} (-=) (-=) (671.9) (-=)
Interest (--) (== (-=) (77.4) (=)
lmports (=-) (-=) {(--) (-=) t==)
Conversion of CDs (P+1) - - - S1.8 -
Cantingent financing (rescheduling/
ref inancing/new loans) - -- ~-= 152.3 1/ 49.0 1/
Net otficial reserves (increase -) 171.5 106.4 -128.% 58.1 —1ia.)
Net use¢ of Fund resources (-u.3) (45.7) (-9.7) (99.) (-3b.1)
uther net official reserves (172.3) (60.7) (-119.1) (=40.9) (=78.4)
Valuation adjustment 1.3 5.0 ~10.6 3 -~
(As_percent of GDP)
Current account ~-14,8 -15.8 -9.9 -8.3 —0.4
Trade balance -11.7 -7.8 -1.U -3.3 -4.3
Net factor services -4.8 -11.9 -14,.2 -10.2 -9.5
Other services and transters t.7 3.8 5.4 n.3 7.4
Capital account 4l -1.9 =-3.U 1u.U 3.2
Private -4, ~l.0 a7 2.2 2.7
Public {net inflow) 8.1 8.6 5.3 7.2 R
Public {(net refinancing) - -7.8 -3.9 .5 -2.2

Svurce: Statistical Appendix Table 53.

1/ Kevolving trade credit facility.



At end-1984, the gross international reserves of the Central Bank
amounted to USS$420 million (equivalent to 4.6 months of imports) com—
pared to USS307 million (3.7 months of imports) at end-1983 (Statistical
Appendix Table 52). These figures, however, overstate Costa Rica's
liquid foreign reserve position, as most of these reserves (US$300 mil-
lion at end-1984) represented nonliquid claims on the rest of Central
America.

b. Current account

The current account increased relative to GDP in 1980-81, but
declined sharply both in absolute terms and as a percent of GDP over
the period 1982-84. Excluding official transfers, the reduction in the
current account was less dramatic and amounted to 6 percent of GDP, as
against 9 percent if such transfers are included. The turnaround in
the current account was achieved despite a deterioration in the terms
of trade of over 10 percent during the period, and was due almost
entirely to a sharp reduction in import volume (Statistical Appendix
Table 54). Exports in U.S. dollar terms in 1984 were 4 1/2 percent
below the level of 1980 as a small increase in export volumes was
insufficient to offset the large decline in prices. The deterioration
in the terms of trade after 1980 is estimated to have added some US$140
million (or 4 percent of GDP) to the current account deficit in 1984,
Interest obligations on foreign borrowing increased sharply in 1981 and
remained at a high level throughout the period.

(i) Exports

Exports are dominated by four traditional products (coffee,
bananas, meat, and sugar) which over the period under review accounted
for roughly 60 percent of total exports (Table 18 and Statistical
Appendix Table 55). Other exports consist of nontraditional exports,
mainly light manufactured goods, which are sold principally in the
Central American Common Market (CACM). 1In terms of total exports, the
United States continues to be the main market (37 percent), followed by
the CACM (19 percent) and the Federal Republic of Germany (13 percent).

During the period 1980-84, total exports declined in value terms
by about 5 percent. Traditional exports stagnated in dollar terms, but
increased in real terms on average by 6 percent per year. Nontradi-
tional exports declined in value terms by 11 percent in the period
1980~84 reflecting an increase in volume of around 1 percent per year
on average and a price decline of around 3-4 percent per year.

The two most important export products are coffee and bananas, each
accounting for about one quarter of total exports and 40 to 45 percent
of traditiomal exports. While the volume of coffee exports increased
by 14 percent per year on average over the period 1980-84, the U.S.
dollar value of these exports increased only marginally. Prices of
coffee sold to members of the International Coffee Agreement (ICA)
declined over the period due to excess supply on world markets. At the
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Exports by Principal Groups

1980 1981 1982 1983 1984
(Value in millions of U.S. dollars; volume in thousands
of units indicated; and unit value in U.S. dollars)
Exports, f.o.b. 1/ 1,000.9 2/ 1,002.6 2/ 869.0 862.4 955.5
Traditional exports 566.8 580.8 534.7 526.2 570.2
Coffee 247.9 240.1 236.9 230.1 264.6
Volume (quintal) (1,559) (2,094) (2,040) (2,357) (2,418)
Unit value (per quintal) (159.0) (l14.6) (116.1) (97.6) (109.4)
Bananas 207.5 224.8 228.1 240.3 229.5
Volume (metric ton) (973) (1,002) (1,013) (1,012) (1,007)
Unit value (per ton) (213.3) (224.4) (225.6) (237.4) (227.9)
Meat 70.7 73.9 53.1 31.9 46.9
Volume (metric ton) (26.0) (33.2) (24.3) (13.9) (21.2)
Unit value (per ton) (2,715.2) (2,228.9)(2,185.5)(2,295.0)(2,212.0)
Sugar 40.7 42.0 16.6 23.9 29.2
Volume (quintal) (1,574) (1,567) (1,191) (1,173) (1,917)
Unit value (per quintal) (25.9) (26.8) (13.9) (20.4) (15.3)
Nontraditional exports 434,9 427.3 334.3 336.2 385.3
Agricultural products 90.9 66.5 60.8 63.7 67.3
Industrial products 1/ 344.0 360.8 273.5 272.5 318.0
(In percent of total value)
Total exports 100.0 100.0 100.0 100.0 100.0
Traditional exports 56.6 57.9 61.5 61.0 59.7
Nontraditional exports 43.5 42.6 38.5 39.0 40.3
(Annual percentage change of total value)

Total exports 6.2 0.2 -13.3 -1.0 10.9
Traditional exports -6.3 2. -7.9 -1.6 8.4
Nontraditional exports 32,1 -1.8 -21.8 0.6 14.6

Sources: Central Bank of Costa Rica; and Fund staff estimates.

1/ Excludes goods assembled in Costa Rica for export which are
included in services in Table 17.

2/ 1Includes a statistical discrepancy between the central bank data
and customs records of -US$0.8 million in 1980 and USS$5.5 million in 1981.
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same time, because of excess supply, quota allocations from the ICA
were reduced; thus Costa Rica was forced to sell an increasing portion
of its exportable coffee to nonquota markets where prices are about

half those in quota markets. Banana exports increased by close to

12 percent over the period 1980-84 due to an increase of about 5 percent
in volume and an increase in prices of around 7 percent. Production

and exports of bananas are adversely affected by high export taxes, the
spread of plant diseases and labor unrest.

After a substantial increase in 1980, nontraditional exports
declined in dollar terms by almost 25 percent in the following two vears,
stagnated in 1983 and increased by almost 15 percent in 1984. The dis-
appointing performance of these exports since 1980 reflected a small
increase in volume that was more than offset by a decline in prices.
Although the sharp depreciation of the colon in 1981-82 restored the
competitiveness of Costa Rica's nontraditional exports in the CACM, the
continuing depressed level of economic activity and payments difficul-
ties in the rest of Central America has limited exports to this market.
Exports of nontraditional exports to markets outside the CACM increased
by almost 15 percent in 1981, declined by 30 percent in the following
two years, and increased by 54 percent in 1984. These developments
reflect, in part, changes in the competitiveness of Costa Rica's exports
in these markets, as well as increased export promotion efforts in 1984.

(ii) Imports

Following two years of significant decline, total imports
increased in U.S. dollar terms by around 10 percent in both 1983 and
1984, The decline in 1981-82 mainly reflected a fall in import volume
and was assoclated with a sharp contraction in output and investment
and the rapid depreciation of the colon in 1981-82. The subsequent
increase in imports was entirely due to a growth in volume (around
13 percent on average) as import prices declined in both years. This
growth was associated with a recovery of output and investment (includ-
ing a build-up of private inventories) and was facilitated by a sharp
increase in bank credit to the private sector in 1983 and, to some
extent, by the real effective appreciation of the colon during 1984.
Despite the growth of imports during 1983 and 1984, in the latter year
they were around 25 percent below their 1980 level both in value and
volume terms.

0il1 imports declined in value terms throughout the period and
decreased slightly as a percent of total imports (Table 19 and Statis-
tical Appendix Table 57). In 1983, the decline reflected a fall in
prices sufficient to offset an increase in oil import volume of some
7 percent, while in 1984 it reflected a decline in import volume of
11 percent; the decline in volume in 1984 resulted from a run down of
inventories accumulated in 1983, as well as the coming on stream of
additional hydropower plants. Imports of consumer goods and capital
goods also declined as a proportion of total imports, while raw mater-
ials increased their share of total imports from 37 percent in 1980 to
43 percent in 1984,



Takhlas 1Q 0N Ane Al Af TmnAart hvw D»di nal OraAanine
LA LCT 4 70 ~ e va.iLw (VS J.Illyl}l.l- w L L A PGJ. ULUUPQ
1980 1981 1982 1983 1984
(In millions of U.S. dollars)
Total imports, c.i.f. 1,527.5 1,213.3 894.2 993.2 1,100.9
Consumer goods 388.0 251.9 167.0 215.3 244.0
Raw materials 562.5 483.7 362.2 431.7 475.3
Petroleum products 229.1 205.3 189.0 183,7 151.9
Capital goods 324,6 25846 167.2 151.9 211.7
Other 23.3 13.8 8.8 10.6 18.1
(In percent of total)
Total imports 100.0 100.0 100.0 100.0 100.0
Consumer goods 25.4 20.8 18.7 21.7 22.2
Raw materials 36.8 39.9 40.5 43.5 43.2
Petroleum products 15.0 16.9 21.1 18.5 13.8
Capital goods 21.3 21.3 18.7 15.3 19,2
Other 1.5 1.1 1.0 1.0 1.6
(Annual percentage change)

Total imports 9.4 -20.6 -26.3 11.1 10.9
Consumer goods 10.9 -35.1 -33.7 28.9 13.3
Raw materials 18.8 ~-14.0 -25.1 19.2 10.1
Petroleum products 20.9 ~10.4 ~7.9 -2.8 -17.3
Capital gOOdS _14-8 "20.3 —3503 _9.2 39.4

Source: Statistical Appendix Table 56.

(i11) Trade with CACM

Imports from CACM declined by 48 percent between 1980 and 1984
(or from 14 percent to 10 percent of total imports) due to the declining
production and the maintenance of overvalued exchange rates in other
Central American countries (Statistical Appendix Table 58). Reduced
incomes in these countries contributed to a decline of 36 percent in
Costa Rica's exports to CACM (or from 27 percent to 18 percent of total
exports). Whereas Costa Rica traditionally has had a deficit with CACH,
it had a net trade surplus throughout the period under review. As a
result of payments difficulties, however, the other countries of the
Central American region have been unable to settle these trade balances
and Costa Rica accumulated credit balances with CACM members, in partic-

ular Nicaragua, amounting to US$300 million at end-1984. The Costa
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Rican Government has been negotiating settlement of these debts; at the
same time, to avoid a further build up in such claims, it has been
attempting to diversify its exports to markets outside CACM and to
limit its exports to CACM to the value of imports from these countries.

(iv) Services

The net deficit on the services account increased by 36 per-
cent over the period 1980-84 as a result of increasing interest obliga-
tions on external debt. Such obligations expanded by 76 percent over
the period and rose from 14 percent of exports of goods and services in
1980 to 25 percent in 1984. Most of the increase in interest obliga-
tions took place in 1981, reflecting a sharp rise in outstanding
external public debt and higher interest rates in international markets.
Interest obligations continued to grow, albeit at a slower pace, in
1982 as outstanding external debt continued to rise, but as interest
rates began to fall in world markets, interest obligations declined in
1983-84.,

More than half of the interest payments due were not paid in 1981
and 1982, Most of these arrears were eliminated in 1983, either through
cash payments or through debt rescheduling agreements and the use of a
special credit facility (US$202 million) provided by commercial banks
in connection with their rescheduling agreement. 1In 1984, again, about
half of the interest obligations (mainly to foreign commercial banks
and bilateral creditors) was not paid as Costa Rica was unable to
obtain debt relief from bilateral creditors.

Ce Capital account

After deteriorating sharply in the period 1980-82, the capital
account registered a significant net inflow in 1983, but deteriorated
again in 1984. The deterioration through 1982 resulted from large
private capital outflows, a reduction in commercial bank lending to
Costa Rica and increasing repayment obligations on commercial debt.

The turnaround in the capital account in 1983 mainly reflected larger
disbursements under the U.S. Caribbean Basin Initiative and the resched-
uling of debt service obligations mainly to bilateral creditors and
commercial banks. Although principal repayments to commercial banks

due in 1984 had been included in the rescheduling agreement of the pre-
vious year, net capital inflows fell last year due to a decline in
official disbursements and an increase in repayment obligations.

Net official cash inflows (i.e., excluding unpaid and rescheduled
principal) declined sharply in 1981 and 1982 as commercial banks vir-
tually ceased new lending to Costa Rica. Including substantial unpaid
principal obligations which accumulated during this period, the decline
was much sharper, and in 1982 net official inflows were minus US$89
million. With larger disbursements of concessional aid under the
Caribbean Basin Initiative in 1983, net official cash inflows increased .
almost to their 1981 level. Net inflows including unpaid principal




also increased in 1983 as a result of rescheduling agreements with
the Paris Club and foreign commercial banks.l/ Net official cash

inflows declined substantially again in 1984 due to lower utilization
of foreign aid by the public sector. Most of Costa Rica's principal
obligations to commercial banks were rescheduled in 1984. However,
the debt relief expected from bilateral creditors was not forthcoming
due to delays in reaching agreement on a stand-by arrangement from the

Fund. As a result, arrears (mainly to bilateral creditors) of some
USS88 million were accumulated. 7/ Including these unpaid nh]ianrinnc

UoL OO0 LaiilQil WoicC aliuiniliadiLttls i L40CAUC Ly Lhcee Uilpalld VULLligat iLUs

net official capital inflows declined almost to zero in 1984,

Large net private capital outflows in 1980 and 1981 reflected
capital flight due to doubts regarding the viability of the official
exchange rate and the effects of negative real domestic interest rates.
With the reorganization of the exchange markets in mid-1982 and the
subsequent stabilization of the exchange rate, capital began to return
in late 1982. The reflow of capital strengthened in 1983 and 1984 in
response to the rise in domestic interest rates both in real terms and
in relation to comparable interest rates abroad.

de. External debt

Outstanding public sector debt increased substantially both in
absolute terms and in relation to GDP during the period 1980-84
(Table 20). (The particularly sharp rise in the ratio of outstanding
debt to GDP in 1981 reflected the effect of the major depreciation of
the colon.) Debt service obligations also increased significantly over
the same period, rising from 34 percent of exports of goods and services
in 1980 to 53 percent in 1984. The large increase in the debt service
ratio in 1981 also reflected a sharp rise in international interest
rates, as well as an increase in the share of debt at floating interest
rates. The subsequent decline in international interest rates and the
substitution of official borrowing (mainly from the United States) for
commercial borrowing has helped to contain the debt service ratio
despite the rising level of public debt. The burden of the external
debt service also was eased by debt rescheduling which lowered debt
service payments to 35 percent of exports of goods and services in 1983
and to 41 percent in 1984, compared with 51 percent and 53 percent
before rescheduling, respectively.3/

l/ The terms of these agreements were described in Appendix II of
SM/83/150.

2/ Principal and interest in arrears to bilateral creditors at end-
1984, as well as obligations due in 1985, were rescheduled in 1985.

See Appendix II for details.,

3/ 1Including cash payments of arrears (other than those paid through
use of the revolving credit facility), debt service payments amounted
to 45 percent of exports of goods and services in 1983, compared to
an estimated 145 percent had all arrears been settled in cash.
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Costa Rica: External Public Debt Operations

1980 1981 1982 1983 1984
(In millions of U.S. dollars)
Outstanding debt (end
of year) 2,186 2,760 2,962 3,393 3,455
Short-term 1/ 366 341 309 247 3/ T 247 3/
Medium- and long-term 2/ 1,820 2,419 2,653 3,146 3,208
Nonfinancial public sector (1,193) (1,350) (ves) (eee) (eee)
Financial public inter-
mediaries (627) (1,069) (ees) (eoe) (ene)
Net drawings (medium— and 366 231 128 371 139
long-term)
Disbursements 597 330 191 464 4/ 251 4/
Amortization 5/ -231 -99 ~-63 ~93 -112
Total debt service 422 628 632 607 678
IMF 16 15 18 25 38
Repurchases (12) (10) (10) (12) (23)
Charges (&) (5) (8) (13) (13)
Other 406 h13 614 582 640
Amortization 6/ (231) (310) (280) (267) (341)
Interest 6/ (175) (303) (334) (315) (299)
New loans contracted 7/ 694 288 281 433 141
(In percent)
Outstanding debt/GDP 66.1 102.5 121.5 111.2 101.4
Net drawings/GDP 8.1 8.6 5.3 12.2 4.1
Debt service/exports of
goods and services 33.8 51.6 S4.4 51.2 8/ 53.2 8/
Interest/exports of goods
and services 14,3 25.4 29,4 27.7 24.6

Sources: Central Bank of Costa Rica; IBRD/DRS; and Fund staff estimates.

l/ Includes debt to IMF and short-term liabilities of Central Bank.
2/ Includes principal in arrears in 1980-84 and rescheduled debt in

1983 and 1984. Also includes USS111.8 million capitalization of interest

in 1983.

1/ Excludes revolving trade-credit facility and all rescheduled debt

which are included in
4/ Includes USS152
trade-credit facility
5/ Excludes unpaid
6/ Includes unpaid

medium—-term debt.

million and US$50 million disbursement under revolving

in 1983 and 1984 respectively.
or rescheduled amortization.

or refinanced amortization and current interest.

7/ Excludes short—-term and IMF loans and includes revolving trade—credit

fazility.

8/ After rescheduling, the debt service ratio (including Fund repurchases
and charges but excluding cash settlement of arrears) was reduced to 35 per-
cent in 1983 and 41 percent in 1984,




2. Developments in the exchange and trade system 1/

a. Exchange system and exchange rate developments

After several attempts to modify the exchange regime during 1980-81
through repeated shifts between a fixed and a flexible rate system, a
major exchange reform was introduced in August 1982. This reform was
aimed at gradually narrowing the spread between the banking and free
exchange rates. De facto unification of the exchange markets was
achieved in November 1983 and all other exchange restrictions were elim-
inated by the end of the year, with the exception of certaln arrears
on external debt. At the end of 1983, such arrears amounted to US$40
million (Table 21). New arrears on external debt (including arrears on
imports) were accumulated in 1984 in an amount of US$174 million. 1In
addition to these arrears there was also an exchange restriction at
end-1984 arising from a dispute over settlement of a bank loan which
arose in the context of the 1983 rescheduling arrangement.2/

The unified exchange system was maintained throughout 1984. Under
this system all transactions, other than the surrender of a small pro-
portion of export proceeds, were negotiated at the unified market rate
which at end-December 1984 was € 47.50=USS$1 (buying) and € 48.00=USS$1
(selling).3/ 1In October 1984, the proportion of export proceeds to be
surrendered at the unified rate was increased from 99 percent to
99.8 percent, and the remaining 0.2 percent 1s surrendered at the
official rate of € 20=USS$1 (buying). The mixing rate does not consti-
tute a multiple currency practice as the spread it creates between
buying and selling rates does not exceed 2 percent.

Since the end of 1983, a flexible exchange rate policy has been
followed whereby the value of the colon is adjusted from time to time
taking into account relative rates of inflation between Costa Rica and
its trading partners and developments in the balance of payments. 1In
real effective terms, the value of the colon depreciated by 4.3 percent
in 1983 and appreciated by 1 1/2 percent in 1984 (Chart 4). A real
effective depreciation of an estimated 2 percent occurred during the
first half of 1985,

1/ A detailed description of the exchange and trade system in
effect at end-December 1984, as well as changes in the system during
1984, is contained in the Annual Report on Exchange Arrangements and
Exchange Restrictions, 1985. There have been no major changes in the
exchange and trade system during the first half of 1985.

2/ Costa Rican authorities offered this creditor bank the same terms
as were accepted by other members of the bank syndicate, but that bank
did not accept these terms. This matter was subject to litigation and
an agreement was reached between the concerned parties in mid-1985.

3/ At end-June 1985 these rates were ¢ 50.10=US$1 (buying) and
¢ 50.60=USS1 (selling).




Table 21. Costa Rica: External Debt Payments Arrears L/

(In millions of U.S. dollars)

Arrears Outstanding

Dec. 31, 198! Dec. 31, 1982 Dec. 31, 1983 Dec. 31, 1984
Dec. 31, 1980 Prin- TInter— Prin- Inter- Prin- Inter— Prin- lnter—
Total cipal est Total cipal est Total cipal est Total cipal est Tatal

Total 298.6 528.0 129.1 657.1 745.3 365.0 1,110.3 22.4 17.9 40.3 110.4 1041 214.5
Short term 2/ - 94.9 23.9 119.8 73.3 35.1 108.4 et il - - 1.2 1.2
Banks - 94.9 20.8 115.7 73.3 27.6 100.9 - —-= - -- —- -
Multilateral - - - 1.0 - - - - - - -= - ~-=
Bilateral - - 3.1 3.0 -— 7.5 7.5 - - - - 1.2 1.2
Medium and

long term - 102.0 95.0 196.0 352.7 263.8 616.5 13.0 12.7 25.7 78.2 97.2 175.4
Banks - 75.0 70.4 145.4 278.2 214.8 493.0 - - - 1.8 44,5 46,3
Multilateral - 5.6 7.7 12.3 23,2 4.8 28.0 — - - 15.4 6.7 22.1
Bilateral - 19.2 8.7 27.9 29,6 17.4 47,0 4.3 2.8 7.1 48.3 36.8 85.
Bonds - 2.2 8.2 10.4 21.7 26.8 48.5 8.7 9.9 18.6 12.7 9.2 21.9
Certificates of

deposit (CDs) 283.0 3/ 293.0 27.3 320.3 301.8 63.0 364.8 - 3.3 3.3 - 4,4 4ot
Suppliers - 4.3 1.4 5.7 17.5 3.1 20.6 9.4 1.9 11.3 6.2 1.3 7.5
Imports - - - - - —-= —-= - - - 26.0 —— 26.0

Sources: Central Bank of Costa Ricaj; and Fund staff estimates.

1/ Includes imputed interest on arrears.

i/ Excludes short—term liabilities of Central Bank of Costa Rica.
3/ Consists of principal.
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ports and exports

Imports are not subject to licensing and all import payments are
made freely. Apart from applicable customs duties, all imports (unless

3 i ranciimntian Anitiaoe
exempted) are subject to sales taxes and selective consumption duties,

as well as to certain specific levies. In January 1984 a 1 percent
stamp tax, which had been introduced in August 1983, was replaced by a

1 percent import duty; this duty was increased to 3 percent in September
1984. 1In June 1984 the local currency deposit requirement for requests
for most foreign exchange payments (including import payments) was
increased from 50 percent to 100 percent. In 1985 temporary surcharges
on plastic packing materials and cement mixing trucks were reduced from

100 percent to 12.5 percent and 10 percent, respectively.

All exports are subject to license issued by the Central Bank to
ensure that proceeds are surrendered. Additional licenses are required
for exports of strategic materials, coffee, sugar, meat, and a number
of other items. Exporters of nontraditional commodities to markets
outside Central America are entitled to receive negotiable tax credit
certificates for up to 15 percent of f.o.b. export value and for
increases in exports (between 1 and 10 percent of the increase in
exports over the previous calendar year). Traditional exports are
subject to export taxes. Exports to Nicaragua are subject to advance
payment in U.S. dollars, barter arrangement, or letters of credit
confirmed by a major international bank.

C. Invisibles

Proceeds from invisibles are free from controls and restrictions,
but must be sold to the Central Bank or to an authorized exchange dealer.
Payments for invisibles are subject to certain procedures. Central
Bank approval is required for foreign exchange payments for the servic-
ing of private foreign debt, and the payment of dividends, royalties,
patents rights and professional services. Withholding taxes are levied
on remittances of dividends and interest. Central Bank approval is also
required for the sale of foreign exchange above specified limits for
foreign travel and for the expenses of students studying abroad. An
exit tax is levied on most Costa Rican nationals and residents. During
1984 this tax was reduced from US$30 to US$10 for passengers subject to
the tax and abolished for nonresident foreigners leaving the country.

In addition, Costa Ricans who reside abroad must pay a consular fee for
the renewal of their passports abroad. The consular fee for renewal of
passports was increased from USS$5 to US$20 in 1984.

d. Capital

All capital transfers between residents and nonresidents are
subject to prior authorization by the Central Bank. The National
Budget Authority authorizes the negotiation of new external credits by
the public sector. Loans received by the private sector may be regis-
tered by the Central Bank provided it meets specified requirements; such
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registration guarantees that the Central Bank will provide foreign
exchange to service the debt. Dollar denominated deposits can be held
with domestic banks; the interest rate paid on such deposits at end-
December 1984 ranged from 10 3/4 percent to 14 1/4 percent, depending
on the maturity of the deposit.
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Costa Rica: Revenue Measures Introduced in 1984

The Legislative Assembly enacted several important laws in the tax
field during 1984. These measures were aimed primarily at strengthening
the financial position of the Central Administration, which had been
weakened by rising expenditure levels and the lapsing of several tempo-—
rary revenue measures at the end of 1983. The most important of these
measures are summarized below.

In February 1984, the Legislative Assembly approved the Financial
Equilibrium Law (the so—called Emergency Law), which, among other things,
introduced tax increases yielding an estimated ¢ 1.2 billion in the
remainder of 1984 (0.8 percent of GDP), the temporary suspension of
revenue earmarking (¢ 460 million), and extraordinary transfers from the
rest of the public sector to the Central Administration in an amount of
£ 1.2 billion. The main features of these changes were as follows:

a. The withholding tax on dividends was increased from 5 percent
to 15 percent, and was made applicable to 25 percent of net income,
regardless of whether dividends are declared or not. According to pre-
liminary estimates this measure yielded close to £ 100 million in 1984.

b. A uniform surcharge of 15 percent was applied to the corporate
income tax liability during 1984. 1In addition, taxpayers exempt from
corporate income tax payments were made subject to a special contri-
bution equivalent to 3 percent of net profits exempt from income tax.
This temporary measure was established to replace a similar surcharge,
which expired at the end of 1983, and produced revenues of about ¢ 490
million in 1984.

c. The rates and brackets of the corporate income tax were modi-
fied as follows:

Tax Base Rate
(In thousands of colones) (In_percent)
Former New

Up to 50 15 10
Excess over 50 up to 100 20 10
Excess over 100 up to 200 30 20
Excess over 200 up to 250 40 20
Excess over 250 up to 500 40 25
Excess over 500 up to 750 40 35
Excess over 750 up to 1,000 40 40
Excess over 1,000 50 50

According to preliminary estimates, no significant change in tax reve-
nues occurred during 1984 as a result of this measure.
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d. The rates applicable to products included in the first and
second categories of selective consumption duties were increased by
5 percentage points. This measure is estimated to have yielded about
¢ 200 million during 1984.

e. The specific tax rates on stamped paper, which had not been
revised since 1981, were raised substantially; in particular, the rate
on first sheets of private and public contracts were raised from a
range of ¢ 0.5-40 to one of ¢ 100-500; the tax on professional degrees
was raised from a range of ¢ 10-40 to one of ¢ 50-500; and the fees
for ship registration and boat licenses were raised from a range of
¢ 15~-40 to one of € 10-500. The rates of the fiscal stamp tax also
were modified. The most important modifications were an increase in
the rate on certificates from ¢ 2 to ¢ 100; an increase in the rate on
university and professional degrees from ¢ 4 to ¢ 100; and an increase
in the rate on licenses for business establishments from ¢ 0.5 to ¢ 100.
According to preliminary estimates, the measures described above yielded
about ¢ 300 million during 1984.

f. Other taxes: consular fees were raised by 300 percent, while the
annual residence tax on foreigners was increased from ¢ 200 to the equiva-
lent of US$25 in local currency. In addition, the travel exit tax for
Costa Rican nationals and residents was raised from US$1 to the equivalent
of USS$30 in local currency. (In July 1984, however, this tax was reduced
to US$10.) The travel exit tax for nonresidents was increased to the
equivalent of USS10 in local currency. These measures are estimated to
have produced about ¢ 125 million of additional revenue during 1984.

g. Estimated revenues of ¢ 460 million, which were earmarked for

social welfare agencies, were reassigned to the Central Administration
budget for the 1984 fiscal vear,l/ as follows:

Revenue Item Reallocation of Revenues to Central
Administration

(As percent of revenue yield)

Stamp tax 50
Sales tax 3
Coffee export tax 20
Tax on domestic liquor 25
Tax on international flight tickets 50
Property income from public financial

institutions 50

(In millions of colones)

Payroll tax 125
National Development Plan Funds 30

}j The Legislative Assembly approved an extension of these arrange-
ments for the 1985 fiscal year.
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h. Extraordinary contributions to the Central Administration
from the rest of the financial and nonfinancial public sector were
established for the fiscal year 1984.1/ Although the contributions
approved by the Legislative Assembly amounted to € 1,175 million,
the Government received only € 920 million during 1984.

2. Other revenue measures enacted in the period through July 1984

In addition to the Emergency Law, several other measures were intro-
duced in the first seven months of 1984, which yielded on a net basis
an estimated ¢ 420 million (0.2 percent of GDP) in the remainder of the
year. The most important of these measures were as follows:

a. A 1l percent ad valorem tax on imports was introduced in January
1984 to replace a 1 percent withholding tax on remittances abroad which
expired in 1983. This measure yielded about ¢ 250 million during 1984.

b. In April 1984 the property tax was replaced by a capital gains
tax. The brackets and rates of the new tax were the same as those of
the tax on property transfers; collection procedures, however, were
substantially different. The capital gains tax was expected to raise
¢ 60 million in 1984, but difficulties in its implementation resulted
in revenues of less than ¢ 1 million.

c. The 7 1/2 percent tax on sugar exports, which yielded revenues
of about £ 30 million on an annual basis, was eliminated in March 1984.

d. The rates applicable to products included in the first and
second categories of selective consumption duties were raised by 2 per-
centage points in July 1984, 1In addition, the rates applicable to
products in the third category were increased by a range of 2 to 5 per-
centage points. According to preliminary estimates, these measures
produced ¢ 200 million of additional revenues during 1984.

3. Revenue measures enacted in September 1984

The following revenue measures were introduced in September 1984
which yielded an estimated € 490 million (0.3 percent of GDP) in the
remainder of the year.

a. The base of the general sales tax was expanded to include
purchases of goods and services by the rest of the public sector. This
measure is estimated to have yielded about ¢ 75 million during 1984.

b. The exchange rate used to calculate certain import duties was
changed from the official rate (USS1 = ¢ 20) to the unified exchange
rate (USS1 = ¢ 44.6, on average, in 1984). According to preliminary
estimates, this measure produced an increase in revenues of about
¢ 130 million during 1984.

1/ The Legislative Assembly approved an extension of these extra-
ordinary contributions for the 1985 fiscal year.
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c. The rate of the ad valorem tax on imports, introduced in
January 1984, was raised from 1 to 3 percent. This measure yielded
about ¢ 230 million during the last four months of 1984,

d. A 5 percent withholding tax on the yield of domestic finan-
cial assets was introduced to offset, in part, the distorting effects
of the 15 percent tax on dividends. This tax was expected to raise
revenues by about £ 80 million in the last quarter of 1984; however,
only ¢ 20 million was collected due to a loophole in the tax law which
exempted certain financial assets from the tax.

e. The provisions for the annual revaluation of assets for income
tax purposes were modified in 1984. The 20 percent revaluation of
assets pending from 1983, which was to be applied in 1984, was elimi-
nated. According to preliminary estimates, this measure yielded about
¢ 30 million during 1984.

f. A 0.05 percent service fee on the collection of earmarked
revenue by the Central Government was introduced in September. This
measure produced a revenue increase of about £ 5 million during 1984,
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Costa Rica: External Debt Restructuring

l. Background developments through 1982

Between the late 1970s and 1982 Costa Rica's external debt
increased substantially both in absolute terms and relative to GDP.l/
At end-1982, total outstanding (short-, medium-, and long-term) public
external debt was equivalent to 122 percent of GDP, compared to an
average of 32,5 percent in 1978-79. The ratio of debt service obliga-
tions to exports of goods and services rose from an average of 30.7 per-
cent in 1978-79 to 54 percent in 1982, The sharp increase in the debt-
service ratio caused some difficulties and service payments were sus-—
pended in August 1981, leading to a rapid accumulation of arrears which
at end-1983 amounted to about USS$l.l billion. After lengthy negotia-
tions, Costa Rica concluded debt restructuring arrangements with its
official and commercial bank creditors in 1983, in the context of a
stand-by arrangement from the Fund. Arrangements also were made to
settle or restructure all outstanding U.S. dollar-denominated certifi-
cates of deposit of the Central Bank which had been issued in 1981
mainly to settle payments arrears.

2. Debt restructuring agreements--1983 2/

ae Official bilateral creditors

In January 1983 Costa Rica signed a debt restructuring agreement
with the Paris Club under which 85 percent of principal and interest
in arrears at end-June 1982 and 85 percent of principal and interest
falling due between July 1, 1982 and December 31, 1983 was rescheduled.
A "goodwill" clause was incorporated in the agreed minute in respect
of debt service payments falling due in 1984 provided that Costa Rica
continued to have an upper credit tranche arrangement from the Fund
and reached effective arrangements with banks and other creditors for
the resettlement of its debt. The total debt relief provided under
this agreement is estimated at USS136 million, including US$57 million
for interest (US$25 million for arrears and US$32 million for current
maturities) and USS$79 million for principal (US$30 million for arrears
and US$49 million for current maturities).

b. Commercial banks

In the agreement signed with commercial banks in 1983, the banks
agreed to reschedule 95 percent of all principal in arrears and falling
due up to December 31, 1983 (Tanche 1) and 95 percent of principal
falling due in 1984 (Tranche II). The banks also agreed to provide a

1/ To a large extent the sharp increase in the debt ratio in 1981
reflected the effect of the major depreciation of the colon in that
year on outstanding debt in local currency terms.

g] A more detailed description of the terms of these arrangements
is provided in Appendix IT of SM/83/150.
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revolving trade credit facility equivalent to 50 percent of all interest
in arrears and falling due in 1983. Tranche II was conditional upon
Costa Rica continuing to have an upper credit tranche arrangement with
the Fund. The amount of debt relief provided under Tranche I of the
agreement amounted to USS$458 million in 1983 (USS352 million for arrears
and USS106 million for current maturities). In addition, a total of
US$202 million was drawn under the revolving credit facility in 1983

and January 1984,

C. Total debt relief

Including the restructuring of interest and principal in arrears
or falling due in 1983 on U.S. dollar-denominated certificates of depo-
sit (CDs) and the refinancing of suppliers' credits, total debt relief
obtained by Costa Rica in 1983 (excluding the revolving credit facility
provided by commercial banks) amounted to US$941 million (US$749 million
for arrears and US$192 for debt service falling due in 1983). As a
result of these restructuring arrangements and cash payments in respect
of arrears and 1983 obligations, most arrears were eliminated by the
end of 1983.

3. Developments in 1984

Negotiations between the Fund and Costa Rica on a program to be
supported by a Fund arrangement in 1984 were delayed and a new stand-
by arrangement with the Fund was not approved until early 1985. Conse-
quently, anticipated debt relief from bilateral creditors was not
obtained and Tranche II of the 1983 agreement with commercial banks did
not become effective until early 1985. Thus, total debt relief (includ-
ing Tranche II of the commercial bank agreement) in 1984 was consider-
ably less than had been expected. New arrears, principally to bilateral
creditors for principal and interest and to commercial banks for
interest, were accumulated in 1984,

4, Debt restructuring agreements--1985

a. Official bilateral creditors

On April 22, 1985, Costa Rica signed a debt restructuring agreement,
under the aegis of the Paris Club, with ten creditor countries (Austria,
Brazil, Canada, France, the Federal Republic of Germany, Italy, Japan,
Spain, the United Kingdom and the United States). In the Agreed Minute
the creditors agreed to provide debt relief through rescheduling or
restructuring of principal and interest on their guaranteed or insured
commercial credits and on official loans to Costa Rica contracted
before July 1, 1982 (the cutoff date) and falling due from January 1,
1983 to March 31, 1986 (the consolidation period) or in arrears as of
December 31, 1984. Debt service resulting from Costa Rica's 1983 debt
restructuring agreement with the Paris Club is not eligible for reorgan-
ization under the 1985 agreement.
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Under the terms of the proposed reorganization, 90 percent of the
eligible principal and interest falling due during the consolidation
period will be rescheduled or refinanced over ten years and be repaid
after a grace period of five years in ten equal and successive semiannual
installments beginning on February 15, 1991 and ending on August 15, 1995,
The remaining 10 percent of eligible debt service obligations is to be
paid in three installments, one of 2 percent on June 1, 1986 and two of
4 percent each on June 1, 1987 and June 1, 1988. 1In the case of amounts
in arrears as of December 31, 1984, 90 percent will be rescheduled or
refinanced over eight years and be repaid after a grace period of three
vears in ten equal and successive semiannual installments beginning
February 15, 1989 and ending on February 15, 1993. The remaining
10 percent will be repaid in three installments, one of 3 percent each
on September 30, 1985 and December 31, 1985, and one of 4 percent on
July 31, 1986. The interest rate conditions in respect of these finan-
cial arrangements will be determined bilaterally between the Government
of Costa Rica and the government or appropriate institutions of each
participating creditor country on the basis of the appropriate market
rate.

The agreement with bilateral creditors requires Costa Rica to
continue to have an upper credit tranche arrangement with the Fund and
to seek debt relief from banks and other creditors on terms comparable
to those set forth in the Agreed Minute for credits of comparable matu-
rity. It further stipulates that bilateral negotiations be concluded
before November 30, 1985. A "goodwill” clause is included in the
Agreed Minute whereby official creditors will consider a reorganization
of debt service pavments falling due after March 31, 1986 on loans
contracted prior to the cutoff date provided Costa Rica continues to
have an upper credit tranche arrangement from the Fund and has complied
with all conditions in the Agreed Minute.

The amount of debt relief (before allowance for interest payments
on the rescheduled amounts) provided under this agreement is estimated
to amount to USS145 million in 1985 and USS$20 million (USS$6 million
interest and US$14 million in principal) in 1986. Of the estimated
debt relief for 1985, USS52 million is in respect of interest (US$29
million for arrears and USS$23 million for current obligations) and
US$93 million is in respect of principal (US$42 million for arrears and
US$52 million for current obligations).

b. Commercial banks

In January 1985 the Bank Steering Committee for Costa Rica and the
Costa Rican authorities agreed in principle to reschedule all maturities
falling due in 1985 and 1986. The agreement was finalized in May 1985
and provides for a 100 percent rescheduling of principal falling due in
1985 and 1986. It also includes a new credit facility amounting to
USS75 million. The agreement is conditional upon Costa Rica being in
compliance with the terms of the 1985 stand-by arrangement from the
Fund, on approval both by the World Bank and the Legislative Assembly
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of Costa Rica of a structural adjustment loan (SAL), and on Costa Rica
seeking comparable debt relief from other creditors on debt of similar
maturities.

Principal due in 1985 and 1986 was rescheduled over a ten-vear
period (including a three-year grace period), including CD advances
under the 1983/84 refinancing agreement, but excluding Tranche IT
repayments under the 1983/84 Refinancing Agreement.l/

In addition to rescheduling principal falling due in 1985, the
banks agreed to amend the terms of the Revolving Trade Agreement of
September 9, 1983. As indicated in Table 22, this amendment shifted
the date by which commitments under this agreement must be reduced by
specified amounts forward by approximately one year, and thus resched-
uled repayments of USS$40 million and USS162 million originally due in
1985 and 1986, respectively, into 1986 and 1987.

Table 22. Costa Rica: Reduction of Commitments Under
1983 Revolving Trade Credit Agreement

Commitments to be reduced by Original date Amended date
200 percent September 9, 1985 December 9, 1986
Additional 20 percent March 9, 1986 March 9, 1987
Additional 20 percent June 9, 1986 June 9, 1987
Remaining 40 percent September 9, 1986 September 9, 1987

The new credit facility for 1985 would be available in two drawings.
The first drawing of 25 percent was conditional on approval of a stand-
by arrangement for Costa Rica from the Fund and was disbursed on June 29,
1985. Disbursement of the remaining 75 percent is conditional on the
structural adjustment loan for Costa Rica, which was approved by the
World Bank in April 1985, being made effective through approval by the
Legislative Assembly of Costa Rica. The proceeds of this loan which
has a maturity of 6 years are to be used to help reduce Costa Rica's
external arrears and/or to increase gross liquid foreign reserves of
the Central Bank.2/

1/ Principal due on Tranche I advances on July 31, 1984 and princi-
pal repayments due on Tranche I1 in 1985 were refinanced through an
amendment to the 1983 refinancing arrangement that defers the date
for making Tranche II advances until July 31, 1985.

2/ 1In particular, no arrears to commercial banks shall exist, except
those not in excess of 90 days, at the time of the second disbursement.
Proceeds of the first and second drawings must be applied to the extent
needed to bring interest payments to a current basis.
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The total amount of debt relief provided under the 1985 refinanc-—
ing agreement with commercial banks (excluding USS$75 million available
under the new credit facility) is estimated at US$167 million in 1985
and US$109 million in 1986.1/

Ce Refinancing of bonds

In addition to the above restructuring agreements, the authorities
are attempting to restructure three public bond issues (denominated in
foreign currencies) which mature in 1985 through a voluntary exchange
offer. Under this proposal, bonds maturing in 1985 which amount to
some US$S90 million would be converted into new bonds with seven years
maturity (including a grace period of three years) and an interest rate
of 1 1/4 percent over LIBOR. It is estimated that approximately 30 per-
cent of bonds maturing in 1985 (including those held by banks) would be
refinanced under this scheme in 1985,

d. Effect of debt restructuring on contractual
debt service over the medium term

Estimates of the effects of debt rescheduling in 1985 over the
medium term are provided in Table 23. These estimates are based on the
provisions of the Paris Club Agreement, the debt restructuring agreement
with commercial banks and Costa Rica's proposal to restructure bonds
through the voluntary exchange offer. The debt service data here
differ from those contained in the medium~term projections in Table 6
of the Staff Report on the 1985 Article 1V Consultation with Costa Rica
(SM/85/223) in that they do not take into account debt service from
loans to be contracted from 1985 onwards (other than US$80 million
under the World Bank structural adjustment loan and USS$75 million under
the new money facility from commercial banks). Also, these data exclude
Fund repurchases and repayments of short—term liabilities of the Central
Bank.

Scheduled debt service obligations in 1985 (including arrears at
end-December 1984) amount to US$870 million. After allowing for resched-
uling of arrears and current debt service, total debt service payments
(including interest on the rescheduling estimated at US$50.8 million)
are estimated at US$572.3 million in 1985, implying aggregate debt

1/ These amounts exclude refinancing (estimated at US$24 million) of
bonds held by commercial banks which fall due in 1985. These amounts
also do not take into account the interest to be paid on rescheduled
amounts.
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Table 23. Costa Rica: Contractual Debt Service Payments 1/

(In millions of U.S. dollars)

1985 1986 1987 1988 1989 1990
Before rescheduling
1. Contractual debt
service 681.5 637 632 577 490 420
Principal (406.3) (361) (402) (392) (345) (311)
Interest (275.2)2/ (276) (230) (185) (145) (109)
2. Total arrears 188.5 3/
Principal (84.4)
Interest (104.1)
3. Total contractual
debt service 870.0 637 632 577 490 420
Principal (490.7) (361) (402) (392) (345) (311)
Interest (379.3) (276) (230) (185) (145) (109)
After rescheduling
Total 572.3 547 864 639 570 502
Principal (193.8) (232) (585) (415) (390) (364)
Interest (378.5)4/ (315)5/ (279)5/ (224)5/ (180)5/ (138)5/

Sources: Central Bank of Costa Rica; and Fund staff estimates.

1/ Includes debt service on loans contracted up until end-1984.
Excludes debt service on new loans contracted after December 1984 except
an IBRD structural adjustment loan (SAL) of US$80 million and the new
credit facility of USS$75 million from the commercial banks.

2/ Differs from data in Tables 3 and 6 in SM/85/223 which include
interest on rescheduling.

3/ Arrears as at end-1984, excluding short-term liabilities of the
Central Bank and import arrears.

4/ 1Includes payments of interest in arrears (US$45 million) to commer-—
cial banks and other creditors at end-1984.

5/ Differs from data in Table 6 of SM/85/223 which includes interest
on all new loans including those required to fill the projected balance
of payments gap.
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relief of US$297.7 million.l/ Including the disbursement of the new
commercial bank loan of USS$75 million, total debt relief would amount
to US$372.7 million. 1In 1986, total debt relief resulting from the
1985 agreements (including interest to be paid on rescheduled amounts)
is estimated at US$90 million.2/

Despite the rescheduling of arrears and of certain current debt
service obligations in 1985-86, the debt service burden is expected to
remain heavy over the medium term. Without taking into account debt
service on new loans (other than interest on the SAL and the commercial
banks' new credit facility) debt service obligations would rise to 59
percent of projected exports of goods and services in 1987 before
declining to 26 percent in 1990. The sharp peak in debt service pay-
ments in 1987 results, to a large extent, from payments of the remaining
US$162 million due on the revolving trade credit facility.

1/ Aggregate debt relief in 1985 as indicated in Table 3 of SM/85/223
amounts to USS$354.5 million (USS$274.6 million for currrent interest and
maturities and US$79.9 million for arrears of principal, interest, and
import payments). The estimate of debt relief in Table 23 is US$56.8
million lower than this amount, since US$6 million of import arrears
expected to be rescheduled in 1985 are excluded in Table 23 and interest
on the rescheduling estimated at US$50.8 million is deducted from gross
debt relief in Table 23 to obtain net debt relief.

2/ Differs from estimate in Table 6 of SM/85/223 of 1JS$135 million
due to exclusion of interest to be paid on rescheduled amounts of US$45
million.



- 56 - STATISTICAL APPENDIX

Table 24. Costa Rica: National Accounts at Current Prices

(In millions of colones)

Prel.
1980 1981 1982 1983 1984
Consumption 34,773 46,786 79,979 100,500 118,171
Private sector 27,687 38,206 67,115 81,307 94,315
Public sector 7,086 8,580 12,864 19,193 23,856
Gross domestic
investment 11,003 12,780 16,201 27,430 35,102
Fixed capital
formation 9,894 13,737 19,808 23,057 29,568
Private sector (6,095) (8,515) (14,534) (15,176) (20,485)
Public sector (3,799) (5,222) (5,274) (7,881) (9,081)
Inventory changes 1,109 ~-957 -3,607 4,373 5,536
Gross domestic
expenditure 45,776 59,566 96, 180 127,930 153,273
Resource gap -4,371 -2,463 1,325 -1,593 -1,969
Exports of goods and
nonfactor services 11,278 25,395 43,967 46,827 54,545
Imports of goods and
nonfactor services ~15,649 -27,858 ~42,642 -48,420 -56,514
GDP at market prices 41,405 57,103 97,505 126,337 151,304
Net factor payments
abroad ~-1,998 -6,763 ~13,607 -13,000 ~-14,362
GN} at market prices 39, 407 50, 340 83,898 113,337 136,942

Sources: Central Bank of Costa Rica; and Fund staff estimates.
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Table 25. Costa Rica: National Accounts at Constant Prices

(In millions of 1966 colones)

Prel.

1980 1981 1982 1983 1984

Consumption ' 7,927 7,158 6,811 6,518 7,055
Private sector 6,728 6,008 5,746 5,414 5,796
Public sector 1,199 1,150 1,064 1,104 1,259
Gross domestic investment 2,752 1,715 1,088 1,597 1,857
Fixed capital formation 2,424 1,821 1,314 1,370 1,600
Private sector (1,569) (1,146) (983) (996) (1,210)
Public sector (855) (675) (331) (374) (390)
Inventory changes 328 -106 -226 227 257

Gross domestic expenditure 10,679 8,873 7,899 8,115 8,912

Resource gap -1,031 357 844 833 601
Exports of goods and

nonfactor services 3,618 3,848 3,337 3,440 3,778
Imports of goods and

nonfactor services -4,649 -3,291 -2,493 ~2,607 =3,177
GDP at market prices 9,648 9,430 8,743 8,948 9,513
Net factor payments abroad -393 ~-689 -746 =554 ~555
GNP at market prices 9,255 8,741 7,997 8,394 8,958

Sources: Central Bank of Costa Rica; and Fund staff estimates.
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Table 26, Costa Rica:

(In millions

Savings and Investment

of colones)

Prel.

1980 1981 1982 1983 1984

Gross domestic investment 11,003 12,780 16,201 27,430 35,102
Fixed capital formation 9,894 13,737 16,808 23,057 29,566
Private sector (6,095) (8,515) (14,534) (15,176) (20,485)
Public sector (3,799) (5,222) (5,274) (7,881) (9,081)
Inventory changes 1,109 -957 -3,607 4,373 5,536
Gross national savings 4,918 3,793 6,341 15,018 20,529
Private sector 5,869 5,970 8,772 9,998 12,040
Public sector -951 -2,177 -2,341 5,020 8,489
External savings 1/ 6,085 8,987 9,860 12,412 14,573

Sources: Central Bank of Costa Ricaj; and Fund staff estimates.

}/ Equal to current account of the balance of payments excluding

official transfers.
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Table 27. Costa Rica: Composition of Gross Fixed Capital Formation

(In millions of colones)

Prel.
1980 1981 1982 1983 1984
Fixed capital formation 9,894 13,738 19,808 23,057 29,560
By type
Construction 5,675 7,112 9,869 11,747 14,637
Machinery and equipment 4,219 6,626 7,953 11,310 14,929
By economic sector
Agriculture and related
sectors 721 1,074 774 1,409 ves
Industry and mining 1,548 2,649 3,261 5,196 .o
Construction 477 468 483 1,287 .o
Utilities 907 1,494 2,604 2,510 ‘oo
Transport and
communications 1,578 2,354 3,981 4,077 e
Commercial services 429 644 1,040 975 e
Financial services 257 393 344 194 ces
Housing 1,783 1,883 2,402 3, 349 .ee
Public administration 1,986 2,436 2,435 3,366 oo
Other services 205 343 498 694 .o

Sources: Central Bank of Costa Rica; and Fund staff estimates.
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Table 28. Costa Rica: Gross Domestic Product by Sectors

Prel.
1980 1981 1982 1983 1984
(In millions of current colones)
Gross domestic product 41, 405 57,103 97,505 126,337 151,304
Agriculture and
related areas 7,372 13,144 23,884 26,286 31,904
Manufacturing and mining 7,701 10,818 19,828 27,477 32,217
Utilities 881 1,424 2,264 4,856 5,905
Construction 2,583 2,960 3,005 4,075 4,518
Commerce 8,315 10,500 21,125 25,562 29,856
Transport and
communications 1,744 2,555 4,487 5,190 6,332
Financial services 2,191 2,907 4,825 8,165 9,411
Housing 2,494 2,883 3,258 3,773 4,697
Government 6,289 7,625 11,324 15,802 19,152
Other services 1,835 2,287 3,505 5,151 7,314
(In millions of 1966 colones)
Gross domestic product 9,648 9,430 8,743 8,948 9,513
Agriculture and
related areas 1,736 1,825 1,739 1,807 1,930
Manufacturing and mining 2,120 2,109 1,869 1,891 2,080
Utilities 225 242 253 304 315
Construction 603 472 321 330 391
Commerce 1,741 1,556 1,374 1,424 1,545
Transport and 676 672 666 656 668
communications
Financial services 500 491 494 509 521
Housing 665 676 682 688 699
Government 967 984 956 940 945
Other services 415 403 389 399 419

Source: Central Bank of Costa Rica.
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and Related Sectors

(In millions of colones)

Prel.
1980 1981 1982 1983 1984
I. At Current Prices
Total 7,372 13,145 23,884 26,286 31,904
Agriculture 4,952 9,430 17,333 19,440 23,575
Coffee (1,860) (3,073) (5,747) (4,176) (6,318)
Bananas (1,365) (3,723) (6,627) (7,193) (7,703)
Sugarcane (354) (572) (879) (1,713) (1,867)
Cocoa (88) (156) (143) (131) (360)
Rice (293) (401) (790) (1,858) (1,529)
Corn (108) (191) (550) (776) (767)
Beans (60) (88) (277) (374) (914)
Sorghum (54) (58) (118) (269) (278)
Plantains (140) (212) (465) (617) (585)
Other (630) (896) (1,737) (2,333) (3,254)
Livestock 1,893 3,069 4,829 5,346 6,420
Lumber 294 496 688 306 1,096
Fish 86 132 327 321 646
Other 147 18 707 273 167
IL. At Constant 1966 Prices

Total 1,736 1,825 1,739 1,807 1,929
Agriculture 1,198 1,226 1,225 1,348 1,400
Coffee (405) (430) (451) (481) (528)
Bananas (381) (393) (401) (400) (399)
Sugarcane (83) (84) (87) (90) (104)
Cocoa (10) (10) (7) (5) (8)
Rice (130) (126) (84) (149) (139)
Corn (23) (26) (26) (30) (33)
Beans (10) (11) (14) (12) (18)
Sorghum (13) (9) (8) (9) (11)
Plantains (43) (44) (48) (50) (48)
Other (100) (93) (99) (122) (112)
Livestock 418 467 413 382 445
Lumber b4 81 64 47 48
Fish 31 25 22 20 25
Uther 25 26 15 10 11

Sources: Central Bank of Costa Rica; and Fund staff estimates.
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Table 30. Costa Rica: Volume of Agricultural Production

(In thousands of metric tons)

Prel.

1980 1981 1982 1983 1984

Coffee 106.4 113.1 115.1 124.0 136.9
Bananas 1,110.8 1,141.3 1,153.3 1,155.4 1,160.6
Sugarcane 2,516.5 2,521.0 2,440.2 2,543.5 2,935.8
Cocoa 5.3 5.0 3.5 2.2 4,1
Rice 230.6 222.5 146.2 246.8 231.8
Corn 75.3 82.8 83.3 94.1 103.9
Beans 11.5 12.3 16.3 14.4 20.8
Plantains 90.0 89.9 97.9 92.8 97.5
Beef 118.5 147.6 111.2 97.8 124,06

Sources: Central Bank of Costa Rica; and Fund staff estimates.
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Table 31. Costa Rica: OQutput and Prices of Major
Agricultural Products

(Annual percentage change)

1980 1981 1982 1983 1984

Major exports
Coffee

Qutput 7.9 6.3 1.9 6.7 10.4

Export price 1/ 6.7 80.3 81.8 -8.8 24,7
Bananas

Output -3.8 2.7 -0.4 -0.2 0.5

Export price 1/ 14,7 163.1 80.5 9.3 5.5
Sugar

OQutput (sugarcane) -3.7 0.2 -3.0 3.9 15.5

Export price 1/ 121.4 158.8 -6.9 56.3 33.5
Basic grains
Rice

Output 5.0 ~3.5 -33.2 78.7 -6.1

Support price 17.5 67.5 117.0 46.9 -1.9
Sorghum

Qutput 23.7 -25.9 -12.4 11.3 23.0

Support price 20,9 63.4 123.7 58.3 -
Corn

Output 3.3 9.9 -0.6 15.9 10.4

Support price 15.8 70.4 116.3 46.5 -
Beans

Qutput 1.8 6.9 32.5 -12.0 44,7

Support price 27.0 61.2 109.8 59.2 -—

Sources: Central Bank of Costa Rica; and Fund staff estimates.

1/ Changes based on export unit values converted at the average
annual (buying) exchange rate. The official rate was used for 1980;
the banking rate for 1981-83; and the unified exchange rate for 1984,
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Table 32. Costa Rica: Average Prices of Basic Grains

(In colones per kilogram)

1980 1981 1982 1983 1984
Rice
Support price 2.28 3.82 8.29 12,18 11.95
Wholesalers 3.95 4,36 14.86 21.98 21.98
Retailers 4,09 4,51 15.60 22.86 22.86
Consumers 4,59 5.05 17.47 25.15 25.15
Corn
Support price 2.13 3.63 7.85 11.50 11.50
Wholesalers 2.29 2.29 6.69 10.43 10.43
Retailers 2.39 2.39 7.01 10.96 10.96
Consumers 2.65 2.65 7.85 12,25 12.25
Sorghum
Support price 1.91 3.12 6.98 11.05 11.05
Wholesalers 1.96 3.27 7.33 11,02 11.02
Beans
Support price 6.21 10.01 21,00 33.44 33.46
Wholesalers 6.33 6.33 18.23 24,70 27.95
Retailers 6.60 6.60 19.13 25.93 29.34
Consumers 7.30 7.30 21.40 29.00 32.83

Sources: National Production Council; and Fund staff estimates.
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Table 33. Costa Rica: Industrial Production
(In millions of colones)

Prel.

1980 1981 1982 1983 1984

I. Gross Value at Current Prices
Total 24,260 40,019 65,741 84,533 100,674
Foodstuffs, beverages, and tobacco 11,610 18,855 30,832 38,124 46,010
Food (9,963) (16,645) (26,691) (32,461) (39,164)
Beverages (1,317) (1,674) (3,156) (4,311) (5,235)
Tobacco (330) (535) (986) (1,353) (1,611)
Textiles, clothing, and leather 1,850 2,908 5,588 7,016 7,652
Textiles (701) (1,066) (1,972) (2,367) (2,517)
Clothing (766) (1,207) (2,367) (3,043) (3,322)
Leather and shoes (383) (635) (1,249) (1,606) (1,812)
Wood and wood products 1,180 1,715 2,301 2,788 3,222
Paper and paper products 1,134 1,882 3,156 5,242 6,846
Chemical and petroleum products 4,405 8,482 14,397 20,119 22,753
Chemical products (1,880) (3,519) (6,640) (10,485) (11, 880)
Petroleum products (1,605) (3,485) (4,931) (6,678) (7,551)
Other (920) (1,478) (2,827) (2,956) (3,322)
Nonmetallic mineral products 617 928 1,512 2,029 3,020
Metal products 2,603 3,991 6,048 5,833 7,148
Basic metals (226) (340) (657) (930) (1,208)
Machinery and equipment (2,377) (3,651) (5,391) (4,987) (6,040)
Other 860 1,258 1,907 3,382 4,027
IT. Value Added at Current Prices

Total 7,701 10,818 19,828 27,477 32,217
Foodstuffs, beverages, and tobacco 3,099 4,450 7,787 11,125 11,663
Food (2,066) (3,218) (5,546) (7,649) (8,022)
Beverages (824) (889) (1,678) (2,592) (2,706)
Tobacco (209) (343) (563) (884) (934)
Textiles, clothing, and leather 688 1,041 1,946 2,694 2,835
Textiles (283) (424) (777 (985) (1,03L)
Clothing (263) (404) (898) (1,303) (1,385)
Leather and shoes (143) (213) (271) (406) (419)
Wood and wood products 480 597 852 1,207 1,321
Paper and paper products 324 431 1,109 2,119 2,223
Chemical and petroleum products 1,142 1,797 3,942 6,182 6,476
Chemical products (505) (941) (2,462) (4,325) {(4,543)
Petroleum products (349) (441) (282) (436) (451)
Uther (287) (415) (1,198) (1,420) (1,482)
Nonmetallic mineral products 256 331 564 875 302
Metal products 731 1,207 2,693 2,701 2,803
Basic metals (33) (81) (271) (43140 (4149
Machinery and equipment (698) (1,125) (2,422) (2,287 {(Z,384)
Other 981 965 935 574 3,995

Sources:

Central Bank of Costa Rica; and Fund staff estimates.
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Electricity Statistics

1980 1981 1982 1983 1984
Installed capacity (kvar) 598.0 729.0 935.6 773.8 77649
Hydroelectric 444,90 543,2 747.9 618.6 621.5
Thermal 154.0 185.8 187.7 155.2 155.4
Total generation (GWh) 2,144 2,291 2,400 1/ 2,860 1/ 3,008
Hydroelectric 2,098 2,262 2,366 2,822 3,000
Thermal 46 29 34 38 8
Consumption (GWh) 1,880 2,047 2,065 2,194 2,336
Residential 843 901 946 1,010 1,046
Industrial 638 640 538 362 680
Other 399 506 581 822 610
Average rates (colones/kwh) 0.55 0.66 1.05 2.07 2.25
Residential 0.50 0.65 1.03 1.67 1.58
Industrial 0.57 0.56 0.88 1.85 2.33
Other 0.57 0.77 1.23 2.70 3.32
Memorandum item
Exports (GWh) - - 108 478 443

Source:

Y

Includes generation for export.

Costa Rican Electricity Institute.
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Table 35. Costa Rica:

Price Indicators

STATISTICAL APPENDIX

Indices

Weights 1980 1981 1982 1983 1984
Wholesale prices (average) (1978=100) 100.0 143.6 237.3 494,3 623.7 671.5
Food and beverages 41.5 136.9 193.1 417.5 544,2 584.,1
Textiles and hides 4.8 124.5 228.0 531.4 624.9 649.7
Clothing 7.2 127.6 198.3 392.4 521.0 568.06
Construction materials 12.3 139.0 257.7 520.6 542.4 582.4
Fuel, electricity, and water 12.3 195.1 370.8 694.7 1,010.1 1,035.5
Chemicals and manufactures 21.8 137.1 248.2 533.9 631.3 716.0
Wholesale prices (end of period) 153.1 333.4 597.1 632.3 709.6
Food and beverages 162.1 265.7 525.4 554.2 621.5
Textiles and hides 133.3 358.0 645.9 605.5 670.5
Clothing 132.3 289.9 476.8 527.4 608.7
Construction materials 151.4 387.8 536.9 545.1 611.0
Fuel, electricity, and water 203.6 423.1 894.1 1,007.0 1,051.1
Chemicals and manufactures 150.3 388.4 623.7 652.7 774.3
Implicit GDP deflator (1966=100) 429,2 605.5 1,115.2 1,411.9 1,590.5
Consumer prices (average) (1975=100) 100.0 147.4 202.0 384.1 509.4 570.3
Food 40.8 158.4 216.5 462.4 611.4 665.2
Clothing 10.0 94.4 129.4 246.7 301.0 316.7
Housing 27.1 144.3 195.5 296.6 383.2 410.3
Other 22.1 155.0 216.4 409.7 571.2 707.1
Consumer prices (end of period) 158.3 261.3 474,9 525.7 616.9
Food 169.2 288.4 579.9 627.5 726.3
Clothing 101.2 174.4 294.1 304.3 328.2
Housing 157.6 231.9 357.7 376.0 43b6.0
Other 164.9 286.9 507.3 622.9 767.8
Basic basket 1/ (in colones) (end of period) eees 2,550.5 4,736.3 5,239.7 5,696.3

Sources: Central Bank of Costa Rica; and Fund staff estimates.

1/ Corresponds to the enlarged basic basket composed of 35 items.
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Table 36. Costa Rica: Wholesale Price Index Components

(In percent)

~Q

General By Origin By Price Control
Index bomestic Imported Controlled Noncontrolled

1980

March 97.1 98.0 95.6 98.6 96.2
June 99.2 99.6 98.7 99.8 99.0
September 102.8 102.06 103.0 102.7 102.¢
December 106.9 106.0 108.4 105.5 107.6
1981

March 129.5 120.7 143.5 133.1 127.5
June 158.3 142.7 183.1 170.0 152.8
September 175.6 160.1 200.3 180.6 172.8
December 232.2 204.8 275.9 194.7 246.,2
1982

March 286.6 254,2 338.4 250.9 299.6
June 325.9 297.0 372.1 270.1 345.8
September 397.7 363.0 453.1 403.9 392.4
December 415.8 387.8 460.5 419.0 412.1
1983

March 428.8 404,8 467.2 447,2 416,9
June 436.0 412.6 468.5 453.5 42, .7
September 435.6 414,6 469.2 455.8 42209
December 440.3 420.2 422.4 455.9 429.9
1984

March 455.3 433.9 489.4 457.8 451.4
June 462.8 442.6 495.1 460.2 461.5
September 475.9 457.5 505.3 472.2 475.8
December 494,1 475.5 523.8 478.8 499.2

No

Source: Central Bank of Costa Rica.
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Average Energy Prices

1980 1981 1982 1983 1984
(In colones per litre)

Petroleum prices
Gasoline 5.80 9.96 16.88 23.10 23.10
Diesel 2.40 6.06 12.88 18.06 18.06
Kerosene 2.34 6.83 12.64 17.00 17.00

(In colones per kwh)
Electricity rates 0.55 0.66 1.05 2.07 2425
Residential 0.50 0.65 1.03 1.67 1.58
Industrial 0.57 0.56 0.88 1.85 2.33
Commercial 0.57 0.77 1.23 2.70 3.32

(Annual percentage change)

Petroleum prices
Gasoline 59.3 71.7 69.5 36.8 -
Diesel 65.5 152.5 112.5 40.5 -
Kerosene 70.8 191.9 85.1 34.5 -
Electricity rates 19.6 20.0 59.1 97.1 8.7
Residential 13.6 30.0 58.5 62.1 -5.39
Industrial 29.5 -1.7 57.1 110.2 19.49
Commercial 16.3 35.1 59.7 119.5 22.96

Source:

Central Bank of Costa Rica.
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Table 38. Costa Rica: Average Wages 1/

1980 1981 1982 1983 1984

(In colones)

Total 2,457 3,062 4,668 6,899 8,328
By sector
Agriculture 1,538 1,918 3,283 4,779 5,837
Manufacturing, mining
and utilities 2,226 2,757 4,434 6,604 8,047
Construction 1,855 2,256 3,432 5,452 6,466
Commerce 2,497 3,158 4,831 5,779 7,296
Transport, communication
and storage 2,318 2,862 4,463 6,681 9,098
Personal services 3,432 3,961 5,762 8,319 9,614
By employer
Public sector 3,478 4,560 6,469 9,423 11,081
Central Administration (3,148) (4,543) (6,247) (8,600) (10,403)
Autonomous entities (3,745) (4,642) (6,628) (10,003) (11,496) .
Private sector 1,890 2,368 3,783 5,655 6,875

(In 1975 colones)gj

Total 1,667 1,516 1,215 1,354 1,460
By sector
Agriculture 1,043 949 855 938 1,024
Manufacturing, mining
and utilities 1,510 1,365 1,154 1,296 1,411
Construction 1,258 1,117 894 1,070 1,134
Commerce 1,694 1,563 1,258 1,134 1,279
Transport, communication,
and storage 1,572 1,417 1,162 1,312 1,597
Personal services 2,328 1,961 1,500 1,633 1,686
By employer
Public sector 2,359 2,257 1,684 1,850 1,944
Central Administration (2,130) (2,249) (1,626) (1,688) (1,762)
Autonomous entities (2,541) (2,298) (1,726) (1,964) (2,017)
Private sector 1,282 1,172 985 1,110 1,206

Sources: Ministry of Labor; Social Security Institute; and Fund
staff estimates.

1/ Average wage of the economically active population.
2/ Nominal wages deflated using the consumer price index.
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Table 39. Costa Rica: Minimum Wage Index

(1975 = 100)
1980 1981 1982 1983 1984
Average nominal minimum
wage index 185.2 229,7 398.1 606.3 713.5
By sector
Agriculture 194.3 240.7 440.5 653.7 767.6
Mining 183.4 227 .4 394.3 584,1 687.5
Manufacturing 185.3 229.8 401.9 606.0 713.3
Construction 167.8 206.6 358.1 529.8 623.6
Utilities 186.8 231.7 405.1 607.9 715.5
Commerce 196.5 243.6 439,2 674.8 794.,3
Transport, storage, and
communication 178.8 220.1 381.3 571.3 673.2
Services 186.9 231.8 414.,3 630.3 744.6
Other 194.8 241.5 435.,4 656.1 772.6
‘ Average real minimum
wage index 1/ 125,7 113.7 103.6 119.0 125.1
By sector
Agriculture 131.8 119.1 114.,7 128.4 134.7
Mining 124.4 112.6 102.6 114.6 120.5
Manufacturing 125,7 113.8 104.6 118.9 125.0
Construction 113.9 102.3 93.2 104.0 109.3
Utilities 126.7 114.7 105.5 119.4 125.5
Commerce 133.3 120.6 114.3 132.4 139.2
Transport, storage, and
communication 121.3 108.9 99.3 112.2 118.1
Services 126.8 114.8 107.8 123.7 130.5
Other 132.2 119.5 113.3 128.8 135.5

Sources: Ministry of Labor; and Fund staff estimates.

1/ Nominal minimum wages deflated using consumer price index.
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Table 40. Costa Rica: Employment

1980 1981 1982 1983 1984

(In thousands)

Total employment 1/ 738.0 751.5 777.6 778.7 802.8 2/
By sector -
Agriculture 212.9 224.6 245.8 230.3 cee
Manufacturing and mining 118.2 115.9 121.7 130.4 oo
Construction 54.5 49.5 42.8 37.9 e
Commerce 134.8 133.0 132.7 137.7 cee
Basic services 46.5 42,3 41.8 43.6 e
Personal services 169.1 180.9 187.7 195.6 oo

By employer
Private sector 598.8 612.0 642.1 633.2 cee
Public sector 139.2 139.5 135.5 145.5 eee

(In percent)

Participation rate 3/ 35.4 36.6 36.8 35.5 35.4
Open unemployment rate 3/ 5.0 8.0 8.0 7.4 6.4
Total employment 1/ 100.0 100.0 100.0 100. : 100.0
By sector
Agriculture 28.8 29.9 31.6 29.6 coe
Manufacturing and mining 16.0 15.4 15.6 16.7 oo
Construction 7.4 6.6 5.5 4.9 oo
Commerce 18.3 17.7 17.1 17.7 cos
Basic services 6.3 5.6 5.4 5.6 see
Personal services 23.2 24.8 24,1 25.1 cee
By employer
Private sector 8l.1 8l.4 82.6 81.3 coe
Public sector 18.9 18.6 17.4 18.7 cee

Sources: "Household Survey"”, Ministry of Labor; General Directorate
of Statistics and Census; and Fund staff estimates.

1/ Annual average of three observations (March, July, and November).

2/ Estimated from the annual percentage increase observed in March
and November 1984, since there was no survey in July 1984,

3/ Annual average of two observations (March and December).




Table 41 Costa Rica perations of the Nonfinancial Public Sector
(In millions of colones)
Prel.
1980 1981 1982 1983 1984
I. Central Administration
Current revenue 5,306 7,770 14,026 21,417 27,012
Tax revenues 5,124 7,517 13,717 20,622 24,864
Direct taxes (1,194) (1,701) (3,215) (5,164) (5,412)
Indirect taxes (3,930) (5,816) (10,502) (15,458) (19,452)
Sales of goods and
services 27 36 48 58 55
Property income 40 52 48 288 353
Transfers 14 52 86 249 1,531
Other current revenue 101 113 127 200 209
Current expenditure 6,676 8,663 15,072 20,953 26,137
Wages and salaries 2,936 3,501 5,044 7,730 9,822
Goods and services 303 426 669 1,158 1,460
Interest 902 1,427 2,615 3,739 3,752
Transfers to 2,535 2,949 6,651 8,326 11,103
Rest of general
government 1/ (1,863) (1,839) (3,980) (4,895) (5,889)
Public enterprises (36) (59) (14) (14) (135)
Other (636) (1,051) (2,657) (3,417) (5,079)
Exchange subsidies 2/ - 360 93 - -
Current surplus or
deficit (-) -1,370 -893 1,046 464 875
Capital expenditure 1,930 2,106 2,212 5,091 5,392
Fixed capital formation 1,148 1,169 1,181 2,931 3,662
Transfers to 722 844 816 2,033 1,477
Rest of general
government (668) (75) (398) (l,261) (1,085)
Public enterprises (7) (623) (80) (456) (215)
Other (47) (146) (338) (316) (177)
Other capital expenditure 60 93 215 127 253
Overall surplus or
deficit (-) -3,300 -2,999 -3,258 -4,627 ~4,517
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Table 41. Costa Rica: Operations of the Nonfinancial
Public Sector (Continued)

(In millions of colones)

Prel.
1980 1981 1982 1983 1984
IT. Rest of the General Government 3/
Current revenue 5,758 6,323 10,114 16,239 20,508
Direct taxes 2,496 3,045 4,697 8,418 10,908
0f which: social security
payments from (2,431) (2,915) (3,846) (6,966) (9,067)
Central Administration /200/ /153/ /469/ /582/ /708/
Public enterprises /145/ /191/ /226/ /601/ /759/
Other /2,086/ /2,571/ /3,151/ /5,783/ /7,600/
Indirect taxes 477 514 885 951 1,415
Sales of goods and services 1,187 414 633 866 1,186
Property income 198 245 293 727 1,173
Transfers from 1,372 2,019 3,357 4,993 5,479
Central Administration (1,265) (1,836) (3,116) (4,324) (4,62]1)
Public enterprises (21) (20) (23) (320) (608)
Other (86) (163) (218) (349) (250)
Other current revenue 154 201 289 317 374
Adjustment 4/ -126 -115 -39 -33 =27
Capital revenue 308 226 668 1,316 1,247
Transfers from 368 177 664 1,173 1,148
Central Administration (362) (131) (637) (1,168) (1,135)
Public enterprises (4) (33) (--) (3) (3)
Other (2) (13) (27) (2) (10)
Other capital revenue 22 27 8 14 33
Adjustment 4/ -82 22 -4 129 66
Current expenditure 5,223 5,768 9,085 13,806 16,856
Wages and salaries 2,524 3,152 4,460 6,285 8,237
Goods and services 1,323 1,501 2,691 4,021 4,337
Interest 17 34 148 59 84
Transfers to 1,359 906 1,481 3,342 4,064
Central Administration (27) (30) (36) (310) (656)
Public enterprises (1) (11) (5) (2) (--)
Other (1,331) (865) (1,440) (3,030) (3,408)
Other current expenditure - -— - - 46
Exchange subsidies 3/ - 175 305 99 88
Capital expenditure 1,075 1,182 1,218 1,988 2,538
Fixed capital formation 776 959 907 1,397 1,541
Transfers to 81 85 83 85 262
Central Administration (5 (36) (11) (--) (1)
Public enterprises (67) (42) (49) (78) (161)
Other (9) (7) (23) (7) (100)
Net lending 103 57 140 291 278
Other capital expenditure 115 81 88 215 457

Overall surplus or deficit (-) —232 =401 479 1,761 2,361
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Table 41. Costa Rica: Operations of the Nonfinancial
Public Sector (Continued)

(In millions of colones)

Prel,
1980 1981 1982 1983 1984
ITIT. General Government

Current revenue 9,110 12,149 20,124 32,451 40,975
Tax revenue 7,807 10,923 18,829 29,410 36,479
Direct taxes (3,490) (4,593) (7,443) (13,001) (15,612)
Indirect taxes (4,317) (6,330) (11,386) (16,409) (20,867)
Sales of goods and services 1,214 450 6381 924 1,241
Property income 174 297 341 1,015 1,526
Transfers from 117 192 265 696 1,867
Public enterprises (23) (21) (26) (322) (1,107)
Other (94) (171) (239) (374) . (760)
Other current revenue 255 314 416 517 583
Adjustment 4/ =457 =27 -408 -111 -721
Capital revenue 28 115 259 55 161
Transfers from 6 46 27 5 13
Public enterprises (4) (33) (--) (3) (3)
Other (2) (13) (27) (2) (10)
Other capital revenue 22 27 8 14 33
Adjustment 4/ - 42 224 36 115
Current expenditure 9,945 12,487 20,141 29,554 36,448
Wages and salaries 5,460 6,653 9,504 14,014 18,059
Goods and services 1,626 1,927 3,360 5,179 5,797
Interest 855 1,386 2,763 3,799 3,836
Transfers to 2,004 1,986 4,116 6,463 8,622
Public enterprises (37) (75) (19) (16) (135)
Other (1,967) (1,911) (4,097) (6,447) (8,487)
Other current expenditure - - - - 46
Exchange subsidies 2/ - 535 398 99 88
Capital expenditure 2,725 3,177 3,021 5,818 6,844
Fixed capital formation 1,924 2,128 2,088 4,328 5,203
Transfers to 130 818 490 858 653
Public enterprises (74) (665) (129) (535) (376)
Other (56) (153) (361) (323) (277)
Net lending 103 57 140 291 278
Other capital expenditure 175 174 303 341 710
Adjustment 4/ 393 - - - -

Overall surplus or
deficit (=) -3,532 -3,400 -2,779 -2,866 -2,156
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Table 4l1. Costa Rica: Operations of the Nonfinancial
Public Sector (Continued)

(In millions of colones)

Prel.
1980 1981 1982 1983 1984
IV. Nonfinancial Public Enterprises 5/
Current revenue 4,995 10,280 18,239 28,949 35,027
Sales of goods and services 4,832 9,846 17,737 27,401 33,558
Property income 23 66 145 565 890
Transfers from 35 52 97 55 174
General government (35) (52) (28) (19) (174)
Other () (—) (69) (36) (==
Other current revenue 105 274 663 930 378
Adjustment 4/ —_ 42 -403 ~2 27
Capital revenue 22 759 135 596 297
Transfers from 6 683 129 518 222
General government (6) (670) (102) (514) (177)
Other (--) (13) (27) (4) (45)
Other capital revenue 65 14 6 78 72
Adjustment 4/ ~19 62 - - 3
Current expenditure 5,111 12,119 20,653 26,726 31,065
Wages and salaries 1,227 1,358 2,061 2,859 3,537
Social security payments 145 191 228 601 759
Goods and services 2,858 7,213 11,680 15,408 17,810
Interest 660 1,966 4,709 5,528 5,466
Transfers to 221 1,040 937 2,430 3,493
General government (13) (115) (52) (366) (1,059)
Other (208) (925) (885) (2,064) (2,434)
Exchange losses 2/ - 351 1,038 — -
Capital expenditure 1,906 3,327 3,417 4,456 4,291
Fixed capital formation 1,875 3,094 3,186 3,552 3,878
Transfers to 1 108 53 285 295
General government (1) (1) (52) (3) (1)
Other (=) (107) (1) (282) (294)
Net lending 30 76 160 577 84
Other capital expenditure - 49 18 42 34
Operational surplus 7 -1,585 -2,162 3,070 5,606
Current account surplus
or deficit (-)6/ ~116 -1,839 -2,414 2,123 3,962

Overall surplus or
deficit (-) -1,970 -4,407 -5,696 -1,737 =32
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~
~J

Tahle 4| Costa Rica: vperations of the Nonfinancial Public
Sector (Concluded)
(In millions of colones)
Prel.
1940 1981 1952 1953 1954
V. Consolidated Nonfinancial Public Sector
Current revenue 8,957 [, 235 17,091 34 958 44,3803
Tax reveme 7,hh2 101,732 18, n013 28,809 35,720
Direct taxes (3,345)  (4,402)  (7,217) (12,400) (14,493
Indirect tiaxes (34,3171 (b, 330) (L1,38n) {lh,sn9) (20 ,8n7)
General JLouvernment
nanNtas revenue 1,737 b,001 1,438 2,450 3,350
Central Administration (176) (201 (223) {54h) (nl7)
Rest of general govern-
ment (1,501) (860)  CEH,215) (1,901 (2,733)
Public enterprises
operiational surplas 7 ~1,585 =2,1n2 3,070 5, hlth
Current transfers 94 171 308 374 7h0
Ad justment 4/ -543 -144 -496 -151 ~6733
Capital revenue 73 208 213 114 B0
Transfers e 13 27 b 35
Other capital revenue w7 94 41 92 105
Adjustment 4/ -1b 14t 145 1h =80
Total expenditure and net
lending 14,532 18,250 2h, 179 39,275 47,071
General governmeat current
expanditures 9,408 12,412 20,122 29,573RK 3h, 314
Capital expenditures and net
lend ing 4,024 5,838 6,257 9,737 1,757
Fixed capital formation (3,799)  (5,222)  (5,274)  (7,8R1) (9,081)
Transters (560) (260) (302) {(h019) (571)
Net lending [ERES) (133) (300) (8638) (inl)
nther (175) (223) (321) (38Y) {744)
Adjnstment 4/ (4nl} (-=) () (--) (-=)
Uverall surplus or deficit
before adjustment (-) =5,502 ~-7,807 ~R,475 ~4,hu3 ~2, 188
Net residual b/ h27 =224 =295 651 -h54
Financing = nverall deficit 4,875 8,031 8,770 3,952 2,842
External (net) 2,176 1,40 ~1,505 -124 -1Ra
Domestic 2,699 1,739 2,097 14,766 159
Banking system (2,401) (1,hbd) (1,B72) (13,889) (-1,122)
Public bond plicement (3an) (~5h) (681) (437) (445)
Change in flonting debt (—48) (13D (144) (440) (A3n)
External arrears (change) -— 4,826 7,578  -13,747 $.0R7
Rescheduling - -- -- 3,277 -

Sources: Ministry of Finance; Comptroller General's Office; Central
Bank of Costa Rica; and Fund staff estimates.

/  Includes social security payments.

/  Exchange subsidies granted by the the Central Bank.

/ Includes:  Local goveruments, CCSS, IDA, CTAMS, DESAF, ICT, INA,
QCLS, OFICAFE, [MAS, CONLCYT, CTAC, UTCR, MPNPE, PNI, SNASRA, SNE, HCR,
HED, UN, and other public institutions. National lottery (JPSS[) is
included through 1980 when, by executive decree, it was transtormed into
a public nontinancial institution,

4/ The adjustment for the difference hetween transfers made and trans-
ters received. In gzeueral, the adjustment was made to the consolidated
revenues assuming that the donor's classification is correct, except in
those cases In which the donor's transfer is higher than the corresponding
total revenues of the recipient; in the latter case, the adjustment was
made to the consolidated expenditures.

5/ Includes: [CE, RECOPE, CODESA, CNP, 1CAA, FECOUSA, ESPH, IPSsI
(since 1981), ¥NL, LNCOP, JASEMC, .JAP(), and JAPDEVA.

2/ Includes discrepancies arising from reporting on accrual and cash
hasis, from reporting periods that differ from the calendar year, anl
from the operations ot the nonconsolidated public sector.
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Table 42. Costa Rica: Central Administration Revenue

(In millions of colones)

Prel.
1980 1981 1982 1983 1984
Total revenue 5,306 7,770 14,026 21,417 27,012
Tax revenue 5,124 7,517 13,717 20,622 24,864
Direct taxes 1,194 1,701 3,215 5,166 5,413
Income and profits tax (1,009) (1,487) (2,910) (4,714) (4,738)
Payroll tax (125) (146) (201) (305) (517)
Property tax (60) (68) (104) (147) (158)
Indirect taxes 3,930 5,816 10,502 15,456 19,451
Domestic goods and
services (2,373) (2,688) (4,715) (7,615)(11,065)
General sales tax [946] [1,123] ([2,695] [4,271] [5,673]
Selective taxes on goods
and services [1,427] [1,565] [2,020] [3,344] [5,392]
Taxes on international trade (1,557) (3,128) (5,787) (7,841) (8,386)
Taxes on imports (817} [899] [1,087] [2,427]1 [4,200]
Import duties /582/ 474/ /647/ /1,208/ /2,019/
Import surcharges /189/  /385/ /405/ /1,166/ /2,008/
Other 146/ 140/ /35/ /53/  /173/
Taxes on exports [735] [2,223] [4,689] [4,994] [3,851]
Ad-valorem export tax /323/ /706/ [1,542/ /1,483/ /1,518/
Bananas export tax /218/ /1,080/ /1,659/ /1,757/ /1,364/
Coffee tax /170/  /339/ /699/  /749/  /907/
Exchange differential /== /5/ /766/  /933/ /==
Other /24/ /93/ /23/ /72/ /62/
Other [5] [6] [11] [420] [335]
Nontax revenue 182 253 309 795 2148
Sales of goods and services 27 36 48 58 55
Property income 40 52 48 288 353
Public enterprises (--) (1) (1) Q) (1)
Financial institutions (29) (40) (45) (287) (352)
Other (11) (11) (2) (== (--)
Transfers 14 52 86 249 1,531
Rest of general government (4) (43) (62) (222) (521)
Public enterprises (2) (1) (3) (2)  (499)
Financial institutions (8) (8) (21) (25) (511)
Other current revenue 101 113 127 200 209

Source: Ministry of Finance.
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Table 43, Costa Rica: Central Administration Expenditure

(In millions of colones)

1980 1981 1982 1983 1984
Total expenditure 8,606 10,769 17,284 26,044 31,529
Current expenditure 6,676 8,663 15,072 20,953 26,137
Wages and salaries 2,936 3,501 5,044 7,730 9,822
Purchases of goods and
services 303 426 669 1,158 1,460
Interest 902 1,427 2,615 3,739 3,752
Domestic debt (544) (459) (400) (1,351) (1,807)
External debt 1/ (358) (968) (2,215) (2,388) (1,945)
Transfers to 2,535 2,949 6,651 8,326 11,103
Rest of general
government 2/ (1,863) (1,839) (3,980) (4,895) (5,889)
Public enterprises (36) (59) (14) (14) (135)
Financial inter-
mediaries (-=) (30) (110) (=) (--)
Private sector (603) (1,001) (2,484) (3,344) (4,937)
Abroad (33) (20) (63) (73) (142)
Exchange subsidies 3/ - 360 93 - -
Capital expenditure 1,930 2,106 2,212 5,091 5,392
Fixed capital formation 1,148 1,169 1,181 2,931 3,662
Transfers to 722 844 816 2,033 1,477
Rest of general
government (668) (75) (398) (1,261) (1,085)
Public enterprises (7 (623) (80) (456) (215)
Financial inter-
mediaries () (--) (198) () (-=)
Private sector (47) (146) (140) (316) (177)
Other capital expenditure 60 93 215 127 253

Source: Ministry of Finance,

1/ Includes unpaid interest.

2/ Includes social security contributions.

3/ Includes transfers to the nonconsolidated public sector.

E/ Exchange losses of the Central Bank on account of the Central
Administration's payments abroad at a subsidized exchange rate.
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Table 44. Costa Rica: Summary Operations
of the Social Security Institute (CCSS)

(In millions of colones)

1980 1981 1982 1983 1984
Total revenue 2,841 3,321 5,225 8,671 11,088
Current revenue 2,675 3,261 5,223 8,671 11,088
Tax revenue 1/ (1,521) (2,725) (4,012) (7,101) (8,879)
Nontax revenue (979) (298) (381) (703) (1,282)
Transfers (175) (238) (830) (867) (927)
Capital revenue 166 60 2 - -
Current expenditure 2,421 3,150 5,093 7,035 8,701
Wages and salaries 1,421 1,735 2,388 3,324 4,567
Goods and services 577 678 1,427 1,817 1,921
Interest 2 11 4 6 38
Transfers 421 551 969 1,789 2,087
Exchange subsidies 2/ - 175 305 99 88
Capital expenditure 240 15 231 360 211
Direct investment 163 167 97 91 47
Net lending 67 44 133 257 164
Other 10 4 1 12 -
Current account surplus
or deficit (-) 254 111 130 1,636 2,387
Overall surplus or
deficit (=) 180 =44 -99 1,276 2,176

Source: Ministry of Finance.

1/ 1Includes social security contributions.
2/ Exchange losses of the Central Bank on account of CCSS's payments
abroad at a subsidized exchange rate.
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Table 45. Costa Rica: Summary Operations of Major
Nonfinancial Public Enterprises

1980 1981 1982 1983 1984

(In millions of colones)

Total revenue 5,047 11,039 13,374 29,545 353,324
0f which:
RECOPE 2,187 4,404 3,040 11,858 11,638
ICE 1,214 1,920 3,532 5,843 8,654
CODESA 213 1,795 2,438 3,641 3,930
CNP 758 1,749 3,310 4,022 5,053
Current expenditure 1/ 5,111 12,119 20,653 26,826 31,065
0f which:
RECOPE 2,335 5,043 9,477 9,577 10,147
[CE 850 2,308 3,920 4,078 5,329
CODESA 427 1,809 3,365 3,735 4,000
CNP 9nn 1,952 3,060 4,532 6,114
Capital expenditure 2/ 1,906 3,327 3,417 4,456 4,291
0f which:
RECOPE 125 730 360 804 740
ICE 1,113 1,906 1,648 2,313 2,594
CODESA 498 324 521 621 224
CNP 53 18 18 55 30
Current account deficit (-) -116 -1,839 =2,414 2,123 3,962
0f which:
RECOPE ~1hh -639 -913 1,281 1,491
1CE 364 -388 -289 1,089 3,272
CODESA =240 =349 -885 -428 -78
CNP =43 =402 206 =510 -1,067
Overall deficit (-) ~-1,970 -4,407 -=5,696 -1,737 -32
0f which:
RECOPE =273 -1,369 -2,297 477 751
ICE -749 -2,294 ~2,036 -1,148 731
CODESA -h92 -338 -1,448 -715 =294
CNP -95 =221 232 -565 -1,091
(In percent of GDP)
Total revenue 12.2 19.3 18.9 23.4 23.4
Total expenditure 17,0 27.0 24.7 24.8 23.4
Current 12,4 21.2 21.2 21.2 20.5
Capital 4.6 5.8 3.5 3.6 2.9
Current account deficit (-) -0.3 -3.2 -2.5 1.7 2.6
Overall deficit (=) -4.8 -7.7 -5.8 -1.4 -
Sources: Ministry of Finance; and Fund staff estimates.

1/ Includes all contractual interest and exchange losses of the
Central Bank on account of the enterprises' payments abroad at a subsi-
dized exchange rate.

2/ Includes net lending.
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Table 4n. Casta Rica: Summary Accounts of the Banking System

(In millions of colones)

December 31

€ 45.00 = US$1 Hareh 31
¢ 38.50 = ussl £ 41,40 = 0881 Kecl. ¢ s0.00 ;

1981 1982 1982 1983 1983 1/ 1944 1984

1. Central Bank

Net international reserves =7,457 -2,444 -2,082 ~5,80Y b, 193
Assets 5,h50 9,406k 10,115 20,075 ,ddl

srt=term liabilities -13,113 -11,900 -12,797 -25,944
MNet domestic assets 44,1260 49,088 52,178 114,736 123,h47
Credit to public sector (net)./ R,765 9, hL3 9,624 29,414 n,722

Credit to Central Government (net)3/ (5,278) t3,488) (3,480) (b, 1301 (7,144) (h,9473)

nf whis reschaeduling -/ f—=t /==1 /=7 73,397/ /3 n2k/ S, 7747 14,729/
Credit to rest of puhlic sector (net) £3,487) Ch, 1555/ (6, 144)5/7 (7,0R4)5/ (20,004 (21,3400 (2:,2ph)  (13,779)
0f which:  rescheduling =/ f==/ f=~t f==i AU0,3207 0 Jla,19af J12 8T8 /13, 43A/7

Of Ficial capital and reserves =15 -15 -15 -15 -15 =15 -19 ~15
Cr=dic to comrercial banks b/ 1,710 1,4 1,801 2, ¥bh f, 985 h,0271 7,441 T,kln

uf which:  rescheduling (--) (—-) (-=1 (—=) (a,119) (1, 4u7) (4,578) (2,91n)
Credit to rest of bankinz svsten 55 437 417 447 447 W7k 450 481
Cradit to nonbanl internmediaries 3K 183 381 7ln 70 ELY] 721 4is
Subscriptioms to international

amencies {neth -1,764 =1,72p -1,8n5 —-R4] 1,074 —447
tinctassitied assers (net) 5,938 10, 3ah 10, 346 26,75 49,476 52,611
Valuation adjustment 28,819 URL,R19 31,967 31,467 20,75k 20,756 258,883
Counterpart unrequited foreign exchange 1,097 1,097 1,180 1,179 1,122 1,057 I, 2ol 1,134
Government trust funds oo e e vea | 4,478 754 7,h7h
Medium— and long-term foreign

liabilities 20,401 24,091 29,249 67,005 9,126 K,112
Reanlar 20,401 24,0U91 29,249 45,h75 43,318 qb, 257
Rescheduled - -- - -- 21,330 20, K08 19,455
Liabiliries to banks 9,442 13,0487 13,611 16,803 17,497 17,992 AR
Liabilities to nonbank intermediaries -- 255 5/ 255 5/ 357 5/ 357 28B4 400
Liabiliries to private sector 5,229 101, 354 10,7959 12,314 12,315 13,627 124,527 13,170
Currency in circnlation 3,500 5,570 5,436 AL 9410 f, 940 8,987 h R49 A.41n
Namand deposits la9 118 lts 277 277 145 118 5534
Foreign currency deposits 42 4 46 3 4 — — -
Stabiliszation honds 1,542 4,755 4,755 5,090 5,040 4,845 5,553 4,00
Ilmpare deposits -- 4 4 4 4 - 7 -

[T1.

Net international reserves -47 1,704 238 1,400 32k
Assets 2,707 1,741 2, a0l 2,50
Short-term liabilities =-2,5138 =-1,003 =-1,503 —-1,260 =2,173
Claims ¢n Central Bank 9,865 Ib, 358 17,052 18,256 14,9113 20,700
Net domestic assets 15,8488 30,894 36,534 32,998 37,920
Credit to public sectur (net) =342 -2,225 -4,817 -2, —-h, 39N

Credit to Central Government (net)b/ (1,7132) (3,354) {3,350) (3,n01) (3,844) (4,n87)

Credit to rest of public sector (net) (-2,074) ,895)2/(—;,9“3)2/(—5,%?9)2/ (-5,030) (=R,418) (-h,0b2) (-1u,077)
Official capital and reserves -315 - 359 -359 -67% -07% -941 =760 -4Y456
Credit 19 nrivate senctnr 11,7343 1h, 1151 L, 08! 24, R13 24 R2T 29,009 b AR 24985y
Credit to rest of banking system 379 4115 4004 B4 7 ba7 934 b9 g3
Credit to nonbank intermediaries tos 170 170 170 170 70 170 1700
Unclassified assets (net) 2,831 3,875 3,911 6,226 h,l9h 9,710 n, U89 Lt, 758
Valuation adjustment 1,777 1,777 1,94] 1,941 2 9 2,249 2,546 2,546
Medium— and long-term fareign

liabilities 2,995 3,400 3,656 3,034 1,h28 2,513 2,165 1,72
Liabilities to Central Bank 6/ 1,649 ), 804 1,804 2,814 h,932 3,906 7,550 7,014
Liabilities to rest of banking system il ﬁi 42 24 Eg 258 il Ny
Liabilities to nonbank intermediaries 23 452 5/ 452 5/ 1,223 5/ 1,223 1, 308 1,725 1,757
Liabilities to private secter 11,527 29,395 29,924 30,505 40,175 45,043 AN 47,540
Demand deposits 0,963 11,408 11,40K8 15,264 15, 264 16,978 14,713 Ih, 328
Savings deposits 1,444 2,097 2,097 2,194 2,394 2,879 2,575 ! HR2
Time deposits 6,032 n 978 6,973 13,074 13,074 360 13,945 13,320
Foreign currency deposits h, 245 h, 9495 7,524 7, 7a0 8,370 Y,nl2 9,025 11,908
Uther abligations 744 1,700 1,700 h4R haH 2,260 9428 2,013
Private capital 4 217 217 425 425 954 fhat 1,013
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Costa Rica:
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(In millions of colones)

Summary Accounts of the Banking System (Concluded)

STATISTICAL APPENDIX

December 31

¢ 45.00 = USSI1 March 31
¢ 38.50 = US§1 ¢ 41.40 = USS| Recl. ¢ 50.00 = USS1
1981 1982 1982 1983 1983 1/ 1984 1984 1985
[I[TI. Rest of Banking System

Claims on Central Bank 10 EE] 33 124 124 219 128 b
Net domestic assets 1,250 1,243 1,298 1,548 1,567 1,650 1,604 1,h58
Credit to public sector (net) -15 =2 -2 -8 - —54 =20 =51

Credit to Central Government (net) (--) (16) (16) () (2) (4 (—=) (7)

Credit to rest of public sector (net) (=15} (-18) (-18) (—1u) (-11)) (-58) (-20) (—58)
of ficial capital and reserves =137 -139 -139 -139 -139 -139 -139 -139
Credit to commercial banks 22 a4l 42 29 29 10hA 4 70
Credit to private sector 1,152 1,474 1,474 1,82m 1,426 2,102 1,343 2,165
lin:lassified assets (net) =150 =277 =277 - 36U =360 -584 -3613 -527
Valuation adjustment 184 144 200 200 2149 219 240 L]
Medium— and long—term foreign

liabilities 239 214 224 243 193 255 21
Liabilities to Central Bank 154 437 437 445 445 475 447 475
Liabilities to commercial banks 77 402 4002 04| hia ) 934 [} q37
Liabilities to nonbank intermediaries 23U 209 209 235 235 204 229 199
Liabitiries to private sector bh 74 74 127 127 b3 11 52
Demand deposits —-= -- - - -— - - --
Bonds 37 30 30 Sy 59 14 59 17
orher ahliuat ions 29 44 44 AR h8 52 35

IV. Consolidated Banking System

Net international reserves -6,995 =2,012 -2,165 -11,44 =2,476 =1,041 -4,469 -1,519
Assets 8,182 11,882 12,777 15,188 21,229 21,213 22,735 25,722
Short-term liabhilities -15,177 -13,894 -14,942 -26,633 -23,705 -22,254 -27,204 =24,203
Net domestic asgsets 58,802 h9,H862 72,594 99,492 128,004 138,937 140,h73 153,382
Credit to public sector {(net)2/ 8,418 9,389 9,363 7,711 21,985 22,599 27,170 24,281

Credit to Central Government (net)3/ (7,010) (h,147) (6,139) (6,236) (9,h11) (9,735) (10,992} (10,037

Credit to rest of public sector (net) (1,398) (3,242)5/ (3,224)5/ (1,475)5/(14,374)  (12,464) (16,184) (13,044)
Official capital and reserves —467 =513 -513 -R32 -432 -1,095 -914 =1,110
Credit t» nonbank intermediaries 483 5953 553 596 196 1,139 8]yl 1,t45
Cradit to private sector 12,745 17,525 17,556 26,634 2A,653 31,331 28,324 31,924
Subscriptions to international

apgencies (net) ~1,7b4 -1,720 -1,865 -591 -1,074 =447 -1,195 -42
lnclassified assets (net) 8,619 13,94 13,980 32,622 55,412 61,737 54,373 67,0135
Interbank float =2 -89 -B8 -2641 =260 449 349 =751
Valunation adjustment 30,780 30,740 32,608 33,604 23,224 23,224 31,669 31,bh9
Counterpart unrequited foreign

exchange 1,097 1,097 1,180 1,179 1,122 1,057 1,260 1,138
Government trust funds .o e e e 1,098 4,478 754 7,67k
Medium- and long-term foreign

liabilities 23,635 2h, 014 27,976 33,107 68,876 71,832 77,370 83,049
Liabilities to nonbank intermediaries 253 9l 916 5/ 1,815 5/ 1,815 1,796 2,354 2,276
Liabilities to private sector 26,882 39,823 40,357 51,946 52,617 58,733 54,466 60, 762
Currency 3,500 5,436 5,436 h,940 6,940 3,587 f,R49 8,416
Nemand deposits 7,108 11,525 11,526 15,541 15,541 17,123 14,831 16,951
Savings deposits 1,444 2,097 2,097 2,194 2,394 2,879 2,575 2,482
Time deposits A,032 6,978 6,978 13,074 13,074 12,360 13,945 13,326
Foreign currency deposits h, 187 7,037 7,570 7,701 5,374 9,A12 g,u2s 11,908
Ronds 1,379 4,785 4,785 5, 149 5,149 4,909 5,n12 4,218
tither 77R 1,748 1,748 720 720 2,309 947 2,048
Private capital 94 217 27 425 425 954 hsyl 1,013

Sonrces: Central Bank of Costa Rica; and Fund staff estinates.

1/ Reclassified; reflects the effect of the rescheduling of puhlic sector pavments arrears,

3/ Does not include exchange subsidies.

l/ Includes all credit of the Central Bank to the commercial banks for relending to the Central Government.

4/ Includes a reduction of ¢ 545 million in deposits on account of payments made in 1983 but only registerad in
Jannary 1984,

5/ Adjusted for the reclassification of financial public sector deposits from rest of nonfinancial public sector tu

nonbank intermediaries.

were nnly registered in May 1984 (€ 257 million).

2/ Excludes all credit of the Central Bank ta the commercial banks for relending to the Central Government,

In 1943 also adjusted for CIDA credits to FERTLCA and COBESA,

throuech the Central

Rank, which
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Table 47. Costa Rica: Private Sector Financial Assets

December 31

1980 1981 1982 1983 1984
(In millions of colones)
Total 17,646 27,596 41,962 54,638 61,929
By instrument
Money 7,233 10,608 16,961 22,481 25,710
Currency (2,255) (3,500) (5,436) (6,940) (8,587)
Demand deposits (4,978) (7,108) (11,525) (15,541) (17,123)
Quasi-money 9,833 16,116 23,036 31,011 32,956
In domestic currency (7,577) (10,292) (15,679) (22,936) (22,757)
Savings deposits /1,267/ [1,444/  [2,097/ [2,394/ [2,879/
Time deposits /4,551/ /6,032/ /6,978/ /13,074/ /12,360/
Bonds 1/ /1,759/ /2,816/ /6,604/ [/7,468/ [7,518/
In foreign currency 2/ (2,256) (5,824) (7,357) (8,075) (10,199)
Private capital and -
other 580 872 1,965 1,146 3,263
By entity
Banking system 16,333 26,359 40,143 52,320 59,320
Central Bank (2,760) (5,227) (10,356) (12,314) (13,627)
Commercial banks (13,573) (21,132) (29,787) (40,006) (45,693)
Nonfinancial public
sector 1,313 1,237 1,819 2,318 2,609
(Changes in percent)
Total 15.8 56.4 52.1 30.2 13.3
Money 16.8 46.7 59.9 32.5 14.4
Currency (15.4) (55.2) (55.3) (27.7) (23.7)
Demand deposits (17.5) (42.8) (62.1) (34.8) (10.2)
Quasi-money 13.0 63.9 42.9 34.6 6.3
In domestic currency (19.9) (35.8) (52.3) (46.3) (-0.8)
Savings deposits /-3.3/  /14.0/ /45.2/  /14.2/  [20.3/
Time deposits /33.5/ /32.5/ /15.7/ /87.4/ /=5.5/
Bonds /9.9/ /60.1/ /134.5/ /13.1/ /0.7/
In foreign currency (-2.8) (158.2) (26.3) (9.8) (26.3)
Private capital and other 42.5 50.3 125.3 -41.7 184.7

Source: Central Bank of Costa Rica.

1/ Includes private sector holdings of government bonds.
2/ Foreign currency deposits are valued at the actual end-of-year

exchange rates.
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Table 48. Costa Rica: Banking System Credit to the Private Sector

December 31

1980 1981 1982 1983 1984
(In millions of colones)
Total 11,478 12,543 17,541 26,627 31,352
Agriculture 2,552 3,292 5,092 8,831 8,560
Livestock 2,654 2,693 4,194 6,574 7,650
Manufacturing 2,727 2,978 4,566 7,430 9,155
Commerce and
personal credit 914 995 1,258 1,603 1,788
Services 801 795 715 548 1,066
Housing 1,077 1,113 1,238 1,518 2,884
Other 753 677 478 123 249
(In percent of total)
Total 100.0 100.0 100.0 100.0 100.0
Agriculture 22,2 26.2 29.0 33.2 27.3
Livestock 23.1 21.5 23.9 24,7 24 .4
Manufacturing 23.8 23.7 26.0 27.9 29,2
Commerce and
personal credit 8.0 7.9 7.2 6.0 5.7
Services 7.0 6.3 4,1 2.0 3.4
Housing 9.4 8.9 7.1 5.7 9.2
Other 6.5 5.5 2.7 0.5 0.8

Source: Central Bank of Costa Rica.
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Table 49, Costa Rica: Legal Reserve Position of the
Commercial Banks 1/

December 31
1980 1981 1982 1983 1984

(In millions of colones)

Liabilities subject to

requirements 13,612 19,273 28,001 39,773 45,169
Local currency 11,247 15,655 24,121 35,653 40,336
Foreign currency 2,365 3,618 3,880 4,120 4,833
Required reserves 3,738 5,340 7,716 11,434 13,778
Local currency

Currency and deposits 1,229 1,810 3,460 5,785 7,311

Government bonds 878 1,136 1,656 2,747 3,003
Foreign currency 1,631 2,394 2,600 2,902 3,464
Actual reserves 4,403 7,010 9,496 12,642 14,831
Local currency

Currency and deposits 1,493 2,370 4,001 5,900 7,339

Government bonds 862 1,099 1,597 2,654 3,004
Foreign currency 2,048 3,541 3,898 4,088 4,488

Net excess or deficiency (-) 665 1,670 1,780 1,208 1,053
Local currency

Currency and deposits 264 560 541 115 28
Government bonds -16 -37 -59 -93 1
Foreign currency 417 1,147 1,298 1,186 1,024

(As percent of liabilities subject to requirements)

Required reserves 27.5 27.7 27.6 28.7 30.5
Local currency 18.7 18.8 21.2 23.9 25.6
Foreign currency 69.0 66.2 67.0 70.4 71.7
Actual reserves 32.3 36.4 33.9 31.8 32.8
Local currency 20.9 22.2 23.2 24,0 25.6
Foreign curency 86.6 97.9 100.5 99.2 92.9
Net excess or deficiency (-) 4.9 8.7 6.4 3.3 .3
Local currency 2.2 3.3 2.0 0.3 0.1
Foreign currency 17.6 31.7 33.5 28.8 21.2

Source: Comptroller General of Banks.

1/ Foreign currency accounts valued at the official exchange rate.
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(In millions

Distribution of Domestic Bonded Debt

of colones)

December 31

1980 1981 1982 1983 1984
Total debt 11,468 18,276 26,551 29,323 31,760
By holder
Rest of general
government 1,256 1,257 1,507 3,822 3,435
CCSS (1,043) (1,084) (1,219) (2,548) (2,755)
Other (213) (173) (288) (1,274) (680)
State enterprises 33 340 320 642 1,370
Financial inter-
mediaries 8,382 13,873 17,701 17,826 19,414
Central Bank (2,861) (7,850) (9,680) (8,989) (8,965)
Commercial banks (5,335) (5,773) (7,416) (8,330)(10,299)
Nonbank inter-
mediaries (186) (250) (605) (507) (150)
Private sector 1/ 1,777 2,767 6,960 7,023 7,541
Foreign banks 20 39 63 10 -
Debt of Central
Government 7,749 9,154 11,647 15,682 16,437
By holder
Rest of general
government 1,151 1,185 1,355 3,583 3,351
CCSS (1,006) (1,048) (1,185) (2,518) (2,725)
Other (145) (137) (170) (1,065) (626)
State enterprises 23 332 290 631 1,174
Financial inter-
mediaries 5,621 6,694 8,448 9,295 9,303
Central Bank (398) (1,237) (1,204) (1,180) (1,155)
Commercial banks (5,037) (5,252) (6,940) (7,791) (8,109)
Nonbank inter-
mediaries (186) (205) (304) (324) (39)
Private sector 1/ 934 904 1,491 2,163 2,609
Foreign banks 20 39 63 10 -
Debt of rest of general
government 2 1 1 1 find
By debtor
ITCO 1 1 1 -
Municipalities - - - - -
By holder
State enterprises -= - - - -
Financial inter-
mediaries 1 - - -— -
Private sector 1/ 1 1 1 1 -
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Table 50. Costa Rica: Distribution of Domestic Bonded Debt (Concluded)

(In millions of colones)

December 31

1980 1981 1982 1983 1984
Debt of state enter-—
prises 2,878 3,095 4,974 4,262 4,193
By debtor
ICE 353 317 327 280 233
CODESA 2,464 2,729 4,592 3,926 3,926
CNFL 61 49 55 56 34
By holder
Rest of general
government 36 34 55 94 14
Financial inter-
mediaries 2,465 2,730 4,592 4,017 4,003
Private sector 1/ 377 331 327 151 176
Debt of financial
intermediaries 840 6,024 9,927 9,380 11,132
By debtor
Central Bank 302 1,636 5,563 5,037 6,788
Commercial banks 357 4,189 4,173 4,137 4,163
INVU 178 197 191 206 181
INS 3 2 - - -
By holder
Rest of general
government 60 44 125 145 70
CCSS (25) (22) (20) (19) (16)
Other (35) (22) (105) (126) (54)
State enterprises 3 2 1 11 196
Financial inter-
mediaries 311 4,448 4,660 4,514 6,109
Central Bank 2/ (--) (3,884) (3,884) (3,884) (3,884)
Commercial banks (298) (520) (475) (488) (2,114)
Nonbank inter-
mediaries (13) (44) (301) (142) (111)
Private sector 1/ 465 1,530 5,141 4,709 4,756

Foreign banks - —_ _— _ —_—

Sources: Central Bank of Costa Rica; and Ministry of Finance.

1/ Includes nonconsolidated public sector.
2/ 1Includes Bonos de Capitalizacion Bancaria issued by the commer-
cial banks.
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For other activities

Loans
To Rural Credit Department
and small farmer credit
sections of state banks

To National Production
Council

For relending to commercial
banks of foreign loans

To commercial banks, up
to 90 days

State-owned commercial banks 3/

Regular loans

Loans to sugarcane cooperatives

Loans to small farmers and
small industrial and
handicraft operations

Loans for forestry and self~
managed farm cooperatives

Commercial bank
lending rate minus
6 points (6 per-
cent)

2 percent

Determined on
by-case basis

case—

Determined on
by-case basis

case—

Basic rate plus
3 1/2 points
(25 percent)

6 percent

12 percent

8 percent

Basic rate
plus 5 polints
(30 percent)

Unchanged (6 per-
cent)

Unchanged

Unchanged

Unchanged

Basic rate

plus 5 points
(30 percent)

Unchanged

Unchanged

Unchanged

Basic rate
plus 5 points
(27 percent)

Unchanged

Unchanged
Unchanged
Unchanged
Basic rate

plus 8 points
(30 percent)

Unchanged

Unchanged

Unchanged

Basic rate
plus 8 points
(26 percent)

Unchanged

Unchanged

Unchanged

Unchanged

Basic rate

plus 8 points
(26 percent)

Unchanged

Unchanged

Unchanged

’
&
Table 5l. Costa Rica: Interest Rate Structure
(ln percent per annum)
Prior to From Dec. 1, 1982 From May 17, 1933 Jan. 27, 1984 Since
Dec. 1, 1982 to May 17, 1983 to Jan. 27, 1984 to Oct. 26, 1984 Oct. 26, 1984 1/
I. Lending Operations
Central Bank
Rediscount

For agriculture and e e 12 percent Unchanged )

livestock cooperatives )
) 13.5
For cattle raising for l4 percent Basic rate z/ Basic rate ) ) percent
meat and dairy (25 percent) minus 4 points ) )
(18 percent) ) )

For marketing of coffee, ) Basic rate plus Basic rate ) Basic rate ) Basic rate plus
sugar, rice, cattle ) 3 1/2 points plus 3 1/2 points ) plus 4 palints ) 6 points (26 per-
fattening, manufacture, ) (28 1/2 percent) (25 1/2 percent) ) (22 percent) ) cent)
and agroindustry ) Basic rate plus ) )

) 2 points ) )

For other agricultural and ) (23 1/2 percent) Basic rate Basic rate ) )

livestock activities ) (25 percent) (22 percent) ) )
)
)

Basic rate plus
10 points (30 per-
cent)

Basic rate minus 6
points (l4 percent)

percent plus a
percent surcharge

ro to

Unchanged

Unchanged

Basic rate plus 8

points (28 percent)

Unchanged

Unchanged

Unchanged
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Table 52.

Costa Rica:

-~ 9] -

Net International Reserves

STATISTICAL APPENDIX

December 31

Reclassified

1980 1981 1982 1983 1983 1/ 1984
(In millions of U.S. dollars)
Net international reserves -435.9 -850.8 -1,175.2 -1,116.7 -133.2 -172.8
Net official international reserves 2/ -137.3 -193.7 -64.9 -123.0 59.4 173.5
Assets 228.2 146.9 244 .3 306.7 306.7 420.3
Gold (54.0) (7.2) (13.3) (24.4) (24.4) (8.8)
SDRs (--) (--) (- (0.6) (0.6) (—-)
IMF position (--) (- (--) (== (=) (-=)
Contribution to the Central American
Stabilization Fund (10.0) (13.7) (15.8) (17.8) (17.8) (19.2)
Assets with multilateral clearing
arrangements (17.4) (28.0) (53.4) (87.8) (87.8) (115.1)
Deposits with foreign commercial
banks ( (83.9) (33.6) (23.6) (86.9)
Time deposits with central banks (
in Central America ( (146.8) (98.0) (41.2) (134.8) (134.8) (184.8)
Other assets ( (36.7) (7.7) (7.7) (5.35)
Liabilities -365.5 ~340.6 -309.2 -429.7 -247.3 -246.8
Liabilities to IMF (-57.0) (-102.6) (-92.9) (-191.9) (-191.9) - (=155.8)
T.Liabilitlies with multilateral
clearing arrangements (-10.7) (-2.1) (=) (--) (-~) (--)
Other (-297.8) (-235.9) (-216.3) (-237.8) (-55.4)3/ (-91.n)
OQutstanding arrears -298.6 -657.1 -1,110.3 -40.3 -40.3 -144.4
Rescheduling of arrears/trade
credit facility - - - -953.4 -152.3 3/ -201.9 3/
(In months of imports)
Net official international reserves ree o .o ces 0.7 1.9
Gross officlal international reserves 1.8 1.5 3.3 3.7 3.7 4.6

Sources: Central Bank of Costa Rica;

and Fund staff estimates.

l/ Takes account of full effect of rescheduling of arrears and other short-term liabilities.
2/ SDR valued at end-of-year market rate and gold valued at end-of-year national valuation rate.
3/ Excludes all rescheduled foreign debt, which is included in medium-term foreign liabilities.
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Table 53. Costa Rica: Detailed Balance of Payments
(In millions of U.S. dollars)
1980 1981
Credit Debit Net Credit Debit Net
Goods and services 1,245.2 1,923.6 -678.4 1,224.2 1,675.7 -451.5
Merchandise trade L/ 1,000.9 1,527.5 -526.6 1,002.6 1,211.4 -210.7
Freight and insurance 25.1 - 25.1 30.3 - 30.3
Uther transportation 36.9 38.0 -l.1 22.6 27.1 -4.5
Travel 84.9 60.4 24,5 95.6 48.5 47.1
Factor services 19.3 235.5 -216.2 23.5 342.8 -319.3
Direct investment g/ (14.3) (57.2) (=37.9) (23.5) (34.9) (-11.4)
Interest (official) (--) (178.3) (-178.3) (--) (307.9) (-307.9)
Paid /-=/  /178.3/  /-178.3/ /=-=/ /160.3/ /-160.3/
Unpaid ==/ /==/ /== /== /147.6/ /-47.6/
Other services 78.1 62.2 15.9 49.6 45.9 3.7
Transfers 33.5 19.0 14.5 36.9 9.9 27.1
Private 30.9 11.1 19.8 34.4 7.2 27.2
Public 2.6 7.9 -5.3 2.5 2.6 -U.1
Current account
balance 1,278.7 1,942.6 -663.9 1,261.1 1,685.5 -424.4
Private capital ey e -180.8 ey see -71.3
Direct investment . . 48.1 . N 66.2
Medium~ and long-
term loans cen 13.5 . -4U.4
Short term {(includ-
ing net errors
and omissions) .. -242.4 [N .o -97.1
Official capital 294.4 67.7 22647 266.4 197.9 68.5
Central Government 95.0 15.6 79.4 56.9 13.8 43,1
Public enterprises 191.0 .Y 162.1 131.2 25.2 106.0
Rest of nonfinancial
public sector 8.4 l4.4 ~6.0 14,1 10.7 3.4
Short-term loans -~ 8.8 -8.8 64,2 -— 04.2
Unpaid principal - - - - 148.2 -148.2
Financial inter-
mediaries 3u2.7 162.8 139.9 63.9 112.3 —48.4
Central Bank 271.2 138.9 132.3 50.2 23.0 27.2
Commercial banks 25.9 22.3 3.6 13.4 25.5 ~12.1
Long term (-=) (22.3) (-22.3) (13.4) (14.0) (-0.6)
Short term (25.9) (--) (25.9) (--) (11.5) (-11.5)
Other public inter-
mediaries 5.6 1.6 4.0 0.3 0.8 -0.5
Unpaid principal - -= - - 63.0 ~63.0
Refinancing of current
interest - - - - - -
Transactions with non-
monetary interna-
tional-agencies 4.5 5.6 -l.1 - - -
SLR allocation and
gold revaluation 23.4 - 23.4 5.4 el 5.4
Overall balance (net
international reserves -455.8 -470.2
Change in arrears
(decrease -) 283.0 358.8
Rescheduling of arrears - -
Conversion of CDs into
local currency - -
Contingent refinancing
of arrears - -
Valuation adjustment 1.3 5.0
Net official reserves
(increase -) 171.5 106.4
Net use of Fund
resources (-0.8) (45.7)
Other net official
reserves (172.3) (60.7)
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lable 573, Costa Kica: Uetailed balance of Payments (continued)
{(In millions ot U.S. dollars)
1982 1953
Credit Debit Net vredit Uebit Net
Goods and services 1,150.9 1,427.3 =276.4 1,186.2 1,50u8.9 =327
Merchandise trade 1/ 869.0 894, -25,2 ¥ol.d 993.2 -130.5
Freight and insurance 13.u - 13.6 Bl -- ls.u
uther transportation 49.7 5042 “U.5 PLTY al.1 b3.1
Travel 132.9 43.9 8Y.u 132.9 5243 Bl.b
Factor services 2647 373.9 =34u.b 3Y.6 353.3 -313.7
Direct investment 2/ (20.7) (32.u) (5.3) (39.0) (25.h) (14.0)
Interest (ofticial) (==} (341.9) (=341.9) (=) (327.7) (=327.7)
Paid /==/ [lUb.u/  /-l06.0/ f==/ /275.a/ /=275.5/
unpaid j==/ 72359/ /=235.9/ ==/ f=52.3/
other services 59.u u5.1 -u.l 85.9 9.9
lransrers 43,9 8.9 35.9 78,1 Y.t
Private 36.5 b.9 29.0 3.l 7ol
Public 7ed l.1 6.3 CY. ] K 4b.
Lurrent account
balance 1,194.8  1,434.5 —2400.5 1,264.3 1,518.1 -)53.%
Private capital aee s lb.v e 7.5
Direct investment SN 260.3 55.1
Medium= and long-
term loans vase e 9.7 .o —33.u
Short term (includ-
ing net errors
and omissions) cee =20.u .o 45,4
utticial capital 91.u 130.0 ~39.U 187.4 145.9 4145
Central Government 47,0 4.0 33.u 78.6 ) )
Public enterprises 39.4 24.0 15.4 42.0 59.0) 62.2)
Rest of nonfinancial
public sector 4ab .0 3.6 - L.1 -L.u
Short-term loans - -- -- - 3.0 -3.0
Kescheduled unpaid
principal - 91,0 -91,.u nb.2 82,9 ~-l6.7
rinancial inter-
mediaries Tuu.U 15043 -5U.3 2¥1.0 Lol. 5
Central Bank bbb l4.b 52.U 184.5 t5Y.6
Commercial banks 33,4 7.4 25.0 l.u X -3.0
Long term (5.u) (7.8) (-2.%8) (eea) {4.0) (3.u)
short term (28.4) (==) (28.4) (aee) (-=) (-=)
utlier public inter-
mediaries -- l.o -l.o 4.8 .t (4.2)
Rescheduled unpaid
principal -- 12b.3 ~1.0.3 9l.u 9l.4 --
Rerinancing of current
interest it - - Jala - 3a.4
Iransactions with non-
munetary interna-
tivnal agencies find - - - -— -
SUR allocation and
sold revaluation - - - - - -
uverall balance (net
international reserves -313.8 51.5
Change in arrears
{decrease -) 33,2 1,070,
Kescheduling of arrears - 759.3
Conversion ot Ubs intu
ltocal currency - 518
Contingent retinancing
of arrears - 152,33
Valuation adjustment =l R~
et orfticial reserves
tincrease -} ~1ibes SH.
Nuet use ol Funa
resources (=9.7) (94.1)
tither net otricial
reserves i=119.1) [ETAVEC R
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Table 53, Costa Rica: betailed Balance of Payments (Loncluded)
(i millions of Uls. dollars)
Ly54 —
Credit Lebit Net
Londs and services I, 2750 ,hdn. 4 =351 .4
Merchandise trade | 953.5 L, LU, 9 -145.4
Freight and insurance B - B
vther transportation 3.7 A1.8 1.9
Travel 115.0 54.8 hily &
Factor services 37,73 sou, 7 -323.4
Lirecc investment 27 (37.3) (46.7) (=9.4)
Interest (olficial) (-=) (314.0) (=314.0)
Paid ==/ /209.9/ /=209.9/
Unpaid i==/ /f1oa.l/ /=104, 17
uther services Jua,l 68,2 35.9
lranstrers 143.4 1ud] 133.1
Private 31,7 7.5 24,2
Fublic 1.7 2. 108.9
Current account balance 1,418.4 1,636.7 -218.2
Privacte capital .o .o 95,3
Lirect investment s e 541
Medium=- and long-term loans -15.7
short term (including net
errurs and omissions) e e 57.u
utricial capital 154.v 162.5 -8.5
Central Government 73.9 ) )
Publiv enterprises 23.4 hl.7) 34.6)
Kest ot nonfinancial
public sector == --
Short-term lovans -= -
Rescheduled unpaid principal 56.7 49.8 =43.1
Financial intermediaries 200.b 178.9 21.7
Central Bank 103.4 49,3)
Commercial banks 0.2 )
Long term (end) ( )
Short term (vos) ( )
Uther public intermediaries -
kescheduled principal Y7.0 129.0

Refinancing of current interest

lransactions with
international agencies

nonmonetary

SUK alloucation and golid
revaluation

Uverall balance (net inter-
national reserves)
Change in arrears (decredse =)
Rescheduling ot arrears
Conversion or Cbs into
local currency
Contingent retinancing of

ATTCUrS 49,0
Valuation acijustment -—
het official reserves +increass 1ty

e lousy of Fund resources (=3rot

tUther net orijcia, reserves (-7a,10

AT esd Uentral Bank o) wosta Hicz: and fund starlt estimates.

kxports, o
Includes

il Imporls,

intoreso.

PR BN
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STATISTICAL APPENDIX

Table 54, Costa Rica: Indices of Terms ot Trade
(1974=100)
°’rel. Proj.

1980 1981 1982 1983 1984
Total value
Exports 227.4 227.8 197.5 195.9 217.0
Imports 211.9 168.3 124.0 137.8 152.7
Volume
Exports 125.5 137.4 121.9 123.7 136.9
Imports 140.5 104.4 79.0 41.0 102.2
Unit value
Exports 181.2 165.8 162.1 158.4 158.6
Imports 150.8 161.2 150.7 150.4 149.5
Terms of trade 120.2 102.9 103.4 105.3 106.1

Sources: Central Bank of Costa Rica; and Fund staff estimates.
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Table 55. Costa Rica: Exports, f.o.b.

(In millions of U.S. dollars)

Prel. Prel.
1980 1981 1982 1983 1984
Exports, f.o.b. 1,000.9 1,002.6 869.0 862.4 955.3
Agricultural
products 487.4 488.8 492.0 494, 4 513.6
Coffee (247.9) (240.1) (236.9) (230U.1) (264.06)
Bananas (207.5) (224.8) (228.1) (240.3) (229.5)
Cocoa (4.2) (2.7) (2.4) (1.0} {1.3)
Other (27.8) (21.2) (24.6) (23.0) (23.0)
Manufactures 478.8 486.3 345.9 332.1 .es
Processed food-
stuffs (166.7) (172.7) (104.8) (79.2) e
Meat /70.7/ /73.9/ /53.1/ /31.9/ /46.9/
Sugar 40,7/ /42.0/ /16.6/ /23.9/ /29.2/
Other /55.3/  /56.8/  [35.1/  /23.4/
Textiles and
leather (70.5) (54.7) (41.7) (42.6) .o
Wood products (11.5) (12.8) (10.6) (9.9) oces
Paper and printing (18.9) (15.2) (14.2) (17.4)
Chemicals (89.3) (106.3) (81.0) (87.0) ‘e
Fertilizers /10.0/ /15.6/ /7.9/ /5.5/ /5.6/
Other /79.3/ /90.7/ /73.1/ /81.5/ .
Nonmetallic
minerals (9.4) (23.4) (11.6) (14.3) (355.2)
Ferrous and non-
ferrous metals (4.9) (3.6) (3.5) (6.8)
Machinery and
equipment (71.0) (66.7) (52.1) (48.5)
Other (36.6) (30.9) (27.4) (26.4)
Other 1/ 34.7 27.5 31.1 35.9

Sources: Central Bank of Costa Rica; Directorate General of
Statistics Census; and Fund staff estimates.

1/ 1Includes balance of payments adjustment and adjustment for goods
assembled in Costa Ricea for re-export.
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Imports, ce.i.f.l/

(In millions of U.S. dollars)

Prel.
1980 1981 1982 1983 1984
Imports, c.i.f. 1,527.5 1,213.3 894.2 993.2 1,100.9
Consumer goods 388.0 251.9 167.0 215.3 244.0
Nondurables 244.6 165.0 134.4 167.7 171.1
Durables 143.4 86.9 32.6 47.6 72.9
Raw materials 562.5 483.7 362.2 431.7 475.3
Agriculture 50.7 44,] 43.9 50.3 47.7
Manufacturing
and mining 439.4 393.4 293.0 344.2 386.9
Construction 72.4 46,2 25.3 37.2 40.7
Petroleum and petroleum
products 229.1 205.3 189.0 183.7 151.9
Capital goods 324.6 258.6 167.2 151.9 211.7
Manufacturing
and mining 104.3 79.1 42.4 53.3 68.7
Agriculture 23.5 13.5 9.5 15.7 19.4
Construction 40.3 17.6 8.8 18.1 26.4
Transport 84.7 65.9 61.3 30.9 50.3
Other 71.8 82.5 45.2 33.9 46.9
Other 2/ 23.3 13.8 8.8 10.6 18.1

Source: Central Bank of Costa Rica.

1/ According to broad economic categories.
g/ Includes balance of payments adjustments.
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Table 57. Costa Rica: Petroleum Imports

1980 1981 1982 1983 1984

(In millions of U.S. dollars)

Total imports, c.i.f. 229.1 205.3 189.0 183.7 151.9
Partially refined oil 117.2 127.2 97.3 80.1 77.9
Diesel 54.7 41.7 49.6 50.0 48.0
Gasoline 16.2 9.2 12,5 19.1 i1.3
Aviation fuel 3.7 3.6 4.0 1.9 1.7
Asphalt 7.8 0.9 3.7 4.1 1.7
Bunker C 0.5 2.3 0.9 l.5 —_
Other products 25.5 20.4 21.0 27.0 11.3

(In thousands of barrels)

Total imports 5,715 5,041 4,903 5,225 4,648
Partially refined oil 3,460 3,486 2,769 2,579 2,604
Diesel 1,434 1,034 1,274 1,605 1,501
Gasoline 404 203 305 544 335
Aviation fuel 60 60 66 32 30
Asphalt 313 17 158 171 48
Bunker C 11 52 20 60 -
Other 33 189 311 234 130

(In U.S. dollars per barrel)

Average price 35.3 37.7 38.5 31.5 31.1
Partially refined oil 33.9 36.5 35.1 31.1 29.9
Diesel 38.2 40.4 38.9 31.1 32.0
Gasoline 40.1 45.3 41.2 35.1 33.7
Bunker C 45.4 44,2 44,5 25.0 coe

Sources: Central Bank of Costa Rica; RECOPE; and ICE.
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(In millions of U.S. dollars)

Trade with the Central American Common Market

1980 1981 1982 1983 1984
Exports, f.o.b. 270.3 238.0 167.2 198.2 171.8
By commodity o
Agricultural products 3.9 3.6 0.9 0.6 o
Manufacturers 255.0 226.7 159.6 186.2 N
Processed foodstuff (24.2) (23.1) (11.7) (11.8) e
Textiles and leather (57.3) (43.1) (27.4) (30.9) ces
Wood products (6.5) (5.9) (4.4) (4.6) e
Paper and printing (15.4) (12.7) (11.2) (l4.4) .es
Chemicals (62.2) (62.5) (51.8) (58.1) e
Machinery and equipment (48.3) (46.5) (30.5) (33.9) .
Other (41.1) (32.9) (22.6) (32.5) .
Other not specified 11.4 7.7 6.7 11.4 ces
By destination
Guatemala 52.5 75.8 64.3 88.5 73.7
El Salvador 65.5 43.5 33.1 41.6 43.8
Honduras 31.2 34.8 23.2 27.2 36.1
Nicaragua 121.1 83.9 46.6 40.9 18.2
Imports, c.i.f. 219.8 152.3 112.4 120.2 113.6
By commodity
Consumer goods 118.6 68.4 48.8 57.3 e
Nondurables (98.9) (57.8) (42.9) (49.8) .
Durables (19.7) (10.6) (5.9) (7.5) e
Raw materials 87.0 73.2 55.4 53.2 ces
Agriculture (11.4) (10.5) (9.9) (8.2) ces
Manfuacturing and mining (66.6) (57.7) (42.7) (45.0) cee
Construction (9.0) (3.0) (2.8) - oo
Fuels and lubricants 3.1 2.3 1.7 0.3 oo
Capital goods 2.1 2.4 5.3 6.5 veo
Other 9.0 6.0 1.2 2.9 ces
By origin
Guatemala 67.6 64.9 56.2 59.4 58.2
E1l Salvador 100.6 37.2 2247 29.7 30.7
Honduras 18.8 16.4 11.9 11.0 8.3
Nicaragua 32.8 33.8 21.6 20.1 16.4
Trade balance 50.5 85.7 54.8 78.0 58.2

Sources:
Statistics and Census.

Central Bank of Costa Rica; and General Directorate of
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Table 59, Costa Rica: Exchange Rates

(Colones per U.S. dollar; period averages)

Official Banking Free

Buying Selling Buying Selling  Buying Selling
1980 8.54 8.60 9.52 9.59 10.52 10.56
December 8.54 8.60 14.30 14.23 14.50 14.50
1981 9.28 9.56 21.36 21.48 23.89 24,42
December 17.40 19.92 35.85 36.01 37.70 38.27
1982 20.00 20.25 38.34 38.58 49.41 49.99
December 20.00 20.50 40.00 40.50 45.20 45.70
1983 20.00 20.50 40.84 41.34 43.60 44,10
January 20.00 20.50 40.00 40.50 44,87 45,37
February 20.00 20.50 40.00 40.50 44,66 45,16
March 20.00 20.50 40.00 40.50 44,43 44,93
April 20.00 20.50 40,00 40,50 44,17 44,67
May 20.00 20.50 40.00 40.50 44.10 44,60
June 20.00 20.50 40.14 40.64 43,96 44,46
July 20.00 20.50 41.00 41.50 43.10 43.60
August 20.00 20.50 41.00 41.50 43.10 43.60
September 20.00 20.50 41.07 41.57 42.81 43.31
October 20.00 20.50 41.25 41.75 42.10 42.60
November 20.00 20.50 42.45 42.95 42.77 43.27 1/
December 20.00 20.50 43.15 43.65 D
1984 20.00 20.50 44,29 44,79
January 20.00 20.50 43,15 43.65
February 20.00 20.50 43.15 43.65
March 20.00 20.50 43.15 43.65
April 20.00 20.50 43.15 43.65
May 20.00 20.50 43,17 43.67
June 20.00 20.50 43.52 44,02
July 20.00 20.50 43.75 44,25
August 20.00 20.50 43.75 44,25
September 20.00 20,50 45,00 44,95
October 20.00 20.50 45.18 45,68
November 20.00 20.50 47.50 48.00
December 20.00 20.50 47.50 48.00
1985
January 20.00 20.50 47.51 48.01
February 20.00 20.50 48.17 48.67
March 20.00 20.50 48.48 48.98
April 20.00 20.50 48.82 49,32
May 20.00 20.50 49.10 49,60
June 20.00 20.50 49.78 50.28

Source: Central Bank of Costa Rica.

1/ The banking and free market rates were unified in November 1983.




