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I.    PRECONDITIONS POR INDUSTRIALIZATION 

A.      The market 

Accordi,* to infection supplied „y the Genera! Directorate for Statistics and 

ZZI- 'tin •0'the population ot Costs Hica - ***** - *- a*,• 
"as only 1257.,O  (see t.M. 1), sharply limlted the donerò market and its ability 
to support ft. establishment of » industries in the country 

One of the „ost salient  characteristic, of the Costa Bioan econoV i„ the 1950s 

dien " Mal1 PUr"'haSlne PO"6r-    **"  ^^ »»" «• <^ that do        ic 

ItllvLl    •0iUy t0 0dStify tho installati• - •"»»*'« " » few 

to tr»rallne;:°f the ,narket•for ite ^ìn •"»i« *> «**«« - a „«,«« 

IT     H e00n0miC "* 800ial d^l0^t- •» -ticeaol, affected the cost, of 

lit It    ?°       CaUSe °f laree ~ °f ldle "-"«'. •*»* — p-ti-iy 
»31 a       ger "** "" °>" """' C08ta Ri-   *"»"  <>» coceas of "rrurrrr"'this made u —s - - - «- - ""^  costs oí  some  enterprises. 

laportsubstitution process.    The process „ade in integration up to the present 
time shows that the increase in industrial activitv h„- l „ 

through increased utilisation of idle c p cit      ^   h ^"^ 

While renins a ma*et larger th^t      do    ^ic on   I T "' "^ "^ 

costs,  are not ^ those which reagir   7* "' "* ^'^ 

concluded that the domestic narKet ZZt    t """ °" *"""**• * 

industries which have hee    s t 1 i    ri     t ^ ""^ * "^ ~ 
Ho-.-- ,. yeaTS econc^cal,  and the sise of the 

ZTizTniTi:: °°m°•goode ü,totriea——» -— 
a. a whole t^^l^^T^ /T"" ^ " J~i- 
prercuisite for satisfactory gJoI " lntegratÍ°n * * " ~•"» 



DGBFite the «xi.*«-» oí . -rlcet ^ than «. *-•«• -*•*; d:^ountry. 
i. inadequate fe, m,ny industrial Viviti., which could „11 develop » *• <« 
is inadequate ,,ffortB t0 ^hie e diversification of 
Therefore,  the country must »ake unflaßgu,, Bffor 

exports outside the area.    This would at once make it possale        ove 
II! capacity to import and place at its disposal greater resources for servicing 

purchases from abroad. 

B.      Tranajport 

The country's rete of g.cwth Kith regard to investment in transport •»»-«* 

„ -t    M„h   and increased a. much as tenfold between the beginning and the 
19508 waa quite nigh,  ana increaswu. <-•=> .,.„„.,«.-„-+ 
IL the decade.^   „one the lese,   it cannot * said that the country's t „sport 

œd communications system »a. adequately developed in the 1950s to prov.de new 

industrial enterprises with easy acce« to market, throughout the country. 

ft. structure of Costa Rican transport, mus« he considered,  albeit **•** 

to dettine whether or not the country ha, had and has an integrate   and ffx«- 

transport and conations system,  guaranteeing an adelte flow of person.,  go*, 

rlrvioos to all area, of the country, and whether, in „coping with recent, 

the system facilitates trade, which helps to increase the national wealth. 

The socio-economic phenomenon vrtnch h» had and continue, to have a considerable 

influence on the structure and procos, of transports in Costa Hica ^^L,, 
degree of economic dévoient of the central area of the country,  co»only referred 

to as the Meseta C nt.ral, which i, largelj  devoted to eoffee faction,  although 

other export ^en'cral consumption article, are also produced,  and is much more 

densely populated than the peripheral areas. 

3an Jose, the capita!, has the highest population density,  and the heaviest 

traffic in the country circulates in the Metropolitan area, »hid. comprises the city 

and neighbouring localities. 

As regards means of communication, the »est highly developed are highway. 

and land convocation Unies connecting various towns and citi., with the are. of 

greateat density. 

of thf CoM^c^l^ l96% Pa*e 157, 
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A brief consideration of the distribution of land links shows that as they got 

further from the area of ^reat.st population density,   they become more inadequate, 

,  to the point that   .hero are areas,  mainly   «riculturul ones,  which have no moans of 

land communication with the remainder of the  country.    The fact that the density of 

•  population and mean, of communication is greater in the central area of the country 

and especially in the Metropolitan area of San Joeff,  inennt that  responsibility for 

the industrial development of the country rested with this are, during the 1950s 

and oven more so  after 1963, when Cocta Rica adhered to the Central American free 
trade treaties. 

Since the whole country did not ,t the outset have adequate impetus for investment 

in thxs type of infrastructure,   possibilities for acceleratine the process of 

geographical decentralization of industry during- the I96OB were limited,  and the 

economic exploitation and efficient utilization of rich industrial  raw material 

producing areas was hampered.    In addition to the network of land links,  the  country 

ha8 other means of transport such an those provided by twe railway enterprises, which 

provide daily service to Puntarenas and Lim^n, tho main Pacific and Atlantic ports, 

respectively.    Inore are also a number of airline route, connecting and serving various 

important  areas of the  country.     Thie shows that Costa Ricen industry now has a national 

system or service for the distribution of it. products which in efficient in nome 
degree. 

c*      £?ÜS£Jíl<ÍJla'tcr 

J^gpArl c jpower 

When the Costa Rioan Electricity Institute  (ICE) was set up in 1949,  the St »it e 

started to play an active and important part  in solving the electricity problem at 

the nat.onal level.    It was possible,  by taking advantage of the favourable economic 

situation m the early years of tho 1950s,  to pive financial support to the Institute. 

The existing manpower potential  in the technical and  administrative fields was also 

put to work and,  after appropriate preparation, has been in charge of developing 

and implementing the most important electrification programmes in the country. 

In 1972, when it had been in existence for 23 years, ICE had built most 

j    (78.8 per cent) of the generating capacity stalled in the country through public 

J|  service enterprises,   and had also acquired control of the üompaHfa._NacAonal de_PuoW 

1 JLÎSS, which during the aame year served 105,980 consumers,  or 53.3 p'er cent of ThT 

« total number of consumers served by the public service electricity enterprises in the 
• count ry.-^ 

• 2/    Electricity  statistics,   National Electricity Service,  1972. 



In the period 1962-1972, *o installed electricity generating capacity of public 

service enterpriser grow at an -d rate of 11.5 P« «*.  1^"^.1*"    .,,, 
05,870 *w in 1,6, to ,81,838 ta in K72.    •s favelle development in 

poi generation ma.de it possible not only satisfactorily to meet the    eman   of 

ndustry existing at the beginning of the   errent period *^~ ^ 

tot also to cope with increase, in denand arising fro, the tnstallation and starting 

up of large new industriel plants in the country. 

As eon be seen,  the country ha, .ade an intensive effort in recent year, to 

prod»ce the electric power rehired te meet the growing demand necessarily arising 

ut of its development.    According to inflation fro» the National ««»»»* 

Service,  sales of electric eurent grew by 646.4 -111» * *•*•- W« tf l"°" 

increasing fro. 395.3 -111» ** * *** *> 1'«1-7 mmi°" ** ^ ^ 

Jemand fron, the manufacturing sector increased, and this sector absorbed a large 

.hare of the increases in electric current generation,  coming to be the second   ergeet 

consumer.    In 1972,  295-1 -111« **.  « «.3 per cent of the total, wars dostined 

for this sector,  comparing favourably with 10.5 per cent in 1962. 

It is also important to point out that Costa Rica, which has the highest par 

capita   caption, of electric power in Central taerica, has been able to establish 

the lowest tariffs in the area (90.0215 - average price per kwh in 1972)  for all 

service,  and has even lower tariffs for industrial consumption:    Î0.0192 per Mi also 

in 197'.    Ihis has favoured the industrial development of the country.    Another factor 

which has encouraged the development of productive activities in the country,   and in 

particular manufacture industry,  is the fact that, of the total gross electric 

power generation in the country (1,266.4 million M. in 1972), moro than 95 P*r cant 

was accounted for by public service enterprises,  and the reminder by small enterprises 

fsr from the major population centres and ether large enterprises such as the Pacific 

Electric Railway and several large ranches which would appear to find it profitable 

to generate electric power for their productive activities. 

Water 

The situation is a little different as regards the supply of water for industry. 

Before 196I. administration of the existing water mains was the responsibility of 

the individual municipalities in the country and, with only a few exceptions, the 

~   \j   Electricity statistics, National Electricity Service, 1972. 
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systems were not  adecúate to meet the requirements of the growing population and 

efficiently cope with the expansion of productive activities in the  country, 

especially new industries.    In order to cj. .rate efficiently,  many of these industries 

therefore had to install their own water rupply systems,  resulting in increases in 
industrial costs. 

In 1961,  the  Sara\cio_Jfa^og^!_ de Acueductos y Alcantarillado   (National Water 

Mains and Sewers Servire)   (SNAA),  F. r.omi-rxitonomous body responsible for meeting 

nationwide requirements for drinking water and sewer facilities, was sot up.    At 

present, nearly all the cities in the  country hi.ve water mains  systems.    The ffiTAA ha:; 

prepared aggressivo programmes for improving the   quality of these systems,   some of 

which,   such as the one known as the.   -five cities programme",   are already being 

implemented.     StudioB are being carried out  for the "fourteen cities programme" arid 

considerable progress has been made in solving the problem of water supply in rural 

areas by implementing a specific water mains programme for these areas.    Studies will 

also be continued to determine what  dornend there will be for water mains in the next 

few years.    Construction of the metropolitan water mains system, which will  supply 

the most densely populated area of the country where tho largest nun.'ier of industries 
are concentrated,  will be continued. 

Costa Rican industry is highly concentrated in the Meseta Central, where the 

greatest density of population and financial and commercial activities arc found. 

This area comprises the main vrben centres of the provinces of Cartage, Heredia, 

Alajuela and Se« Jos*.    A study carried out by the University of Costa Rica indicates 

that in the mid-1950s,   uround 80 por  ceut of all industrial  establishments were located 

in this area and that San Josô" accounted for 46.5 per cent of the total for the 

country M    None the loss,   appropriate industrial sites were not found in locations duly 

selected for the purpose.    On the contrary,  industrial enterprises wore set up in 

a disorderly way,   first of all in the  centre of the capital  city and then around 

its periphery and in the provincial  capitals,  without properly designed siting plan 

providing for common services and circumventing the problems of crowding of 

persons and enterprises,  poor health  conditions and social dictorbancec. 

So telb   ^X^^^^^^^^^^—--—-—-—-^ I95O-I962, Planning Office, 



Efforts have, 1-ocr. nade to solve sone of the tasic problema of Costa Moan 

industry.    For cxr^Xo,   for .ever«! ycr« the Central *«!«. «"»tri« have seen 

interested in devoting industrial etat*.    In Costa Rica,  ooth the Housing and Town 

Planning Institute   (INVU) and the Planning Office (OFIPUlO have carried out 

investigations along these unes „ith tcehnieal  assistance fro» i.temationa! 

uncios.    A, a result of these investigations,   a comprehensive programo for an 

industria! estate in the province of Majuela and a proli.ir.ar, one for Pavas have 

been prepared. 

The "basic objectivée of the industrial estates ore I 

1. To spread industry over the territory in order to avoid concentration in 

a few foci points; 
2. To offer cheap and well located land to entrepreneurs establishing themselves 

in the ostites} 
*        To organize common services and thereby achieve external economies; 

4.      To afford long-term and low-interest  credit for the purchase of buildings 

and land. 

The results of those efforts were finally focussed on Pavos and an industrial 

area which has been under intensive development  in the province of Heredia.    In this 

way,   some of the objectives listed abeve such as improved and more appropriate 

geographical distribution of industry and credit facilities for the porch«« of land 

hove been partially realized.    As regards the existence of common services, we c^ 

single out only those originating i* the supply of power and water and means of 

communication. 

In the rest of the country,  programmes directed at developing industrial zones 

or estates have not borne fruit.    The necessity of régulâtione in this sphere is 

obvious,    industrial plants often produce noise, heat,  smoke,  fumes,  odours, wastes, 

congestion of transport,  etc. which become more acute as time passes.     In order to 

solve the problems raised by population growth and the process of urbanization and 

industrialisation,  the Legislative Assembly approved the Town Planning Law in August 

1968. 

E.      Loxal^r^jQ^^ials 

According to information provided by the General Directorate for Statistics and 

Censuses,-^ of the total raw materials and packaging used by domestic industry-^ 

during 1956-1957,  75-8 per cent wau calculated to be of dorn.atie origin.    Six years 

later,  in 1962-1963,  this proportion had dropped to 65.8 per cent. 

5/    Second Industrial Connus in Costa Rica,  1956. . 
77    Third Census of Manufacturing Industries,   196/1,  Republic of Costa Rie-. 
2/    Including the most traditional  sectors such as coffee and cocoa milling. 



This is explained l~   the fact that  during the 1950s more than 80 per ccnt£/ 

of the value  rener~t^  in indu^ry war,   accounted for by the traditional  industries, 

especially those producine foodstuff,   LA .ragec,  tobacco,   f. otwe-.r and clothing, 

wood and furniture anc' leather rnd leith,,ì   products. 

Most of these indv^.ries ..upplic-   thu...:olv ~ with local  rrw materials,   although 

not in quantities and caliti«  arcuate  tc mrjee it possible for them to pretend 

to ho highly efficient  and competitive   indurxrios.     Evori today,   some  of these 

drawbacks porsiBt in certain industrial   activities such c.a the footwoar industry. 

It  is thought  th*t through  improvement n  in mid mechanization of the industry, 
progress can be tiidc in this connexion. 

Some of the moot important  industrial enterprises established at the end of 

the 1950s and during the r>60s such as  e petroleum refinery,   a wheat mill,  a tyre 

factory,   a fertilize plant  nnd several   chemical and pharmaceutical plants supply 

themselves primaril,- with imported rrw arteriale.    So the relationship between industry 

and its input requirements appears to  indicate that the industrialization which has 

thus far taken place ha:; gone hand in hand with a greater trend towards supply from 

foreign sources,  and it will not be cany to change this trend until  industry itself 

and other sectors of the  country «a economy have achieved a greater degree of integration 
of their productive structure. 

In the 1960s,  some protected industries were established to provide new sources 

of deomestic raw materials.    One of these is the cement factory,  and full import- 

substitution has been achieved in respect of cement.    In addition, beginning in 1960, 

when the export market for sugar and processed meats merced, new sources of 

production of sugar cam. and livestock K.rc  established and started operating.    These 

sectors are now strong foreign exchange  earners for the  country. 

None the less, ninny sources of local raw materials for industry,  especially 

those of agricultural and mineral origin, have been unable to develop owing to the 

lack of programes of research and evaluation of the relevant natural resources and 

to the lack of adequate legislation in this field. 

InduJLf^S^•^^^ (Study on Costa Ricen 
Industrial Development^ preliminary version, PloSS« Office,  June 1964. 



Since the early 1950s,  when the Law on New Industries war, promulgated,   Costa 

Rican industry has enjoyed exemption from customs duties  on imports of raw materials 

which 2X0 not loenUy produced.    The Custc is Tariff of I964    mpowered the central 

Government to reimburse customs duties paid on raw materials used in the production 

of articles intended for export.     In 195?,  +^ Le» on the Protection and Development 

of Industry, which greatly increased the amount end broadened the nature of exemptions 

from customs duties for industry,   entered into force. 

The Central American Agreement on Fiscal Incentives to Industrial Development 

was signed in I962.    It entered into force in April I969.    This instrument established 

a graduated exemption from customs duties end related charges,  including consular 

fees,  on the import of raw matériels,   semi-finished products  and packaging ranging 

from 100 per cent in the first five years to 60 per cent  in the three following 

years and 40 per cent in the subsequent two years for new industries producing raw 

materials,  capital goods er consumer goods, packaging or semi-finished products, 

provided that at least 50 per cent of the total raí materials, packaging and semi- 

finished products used were of Central American origin.     There is a classification 

for the other types of industry and the incentives granted on the basis of their 

importance. 

In order to ensure,  ij^tcr^ia,  the supply of imports,   xhc Industrial Law and, 

more recently, the Central American Agreement on Fiscal  Incentives to Industrial 

Development empower the centre! Government to sign contracts with entrepreneurs. 

None the less, precisions governine curror ;y exchange laid d vm by the Central Bank 

have sometimes affected or temporarily interrupted the normal machinery of imports 

of raw materials for industry by reducing or delaying the provision of official 

foreign exchange owing to a weakening of the country1 s  international currency 

reserves, 

P.      Human .skill.3 

At the outset,  domestic industry - which was, it  is true, very rudimentary - 

was fed with manpower trained m vocational schools or through working under skilled 

workers.    These training schools were initially genuino trade schools.    Then they 

developed,  and intermediate-level  and vocational training were combined in them. 

In this way,  it was possible to improve the quality of the  education they provided« 

However,  by its very design,  thu  fjystem was unable to  meet the need for skilled 

workers,  supervisors,  accountants,  middle management,   senior management and engineers, 

and this placed real  checks on the industrialization of tho country,  above all  in 

the early years of the 1950s« 



When the country undertook systematic industrial  development,  the manufacturing 

sector changed radicclly.    More  compie- industrial   ontcrprir.es wore sot up and 

existing ones were expanded,  giving rise t    the need for gre ter specialization of 
manpower. 

According to information from the General Directorrto for Statistics  end 

Censuses,   in I95O, the labour force  in the industrio!  and artisanal sector of the 

country comprised 43,102 persons,^ or 15,8 per cent of the economically active 

population of the country (see table 2).    This figure had risen to 75,164 perçons 

by 1963 and to 85,373 by 1967.     Thin means  that,  of the total economically active 

population of the country in those years, I8.4 rnd 18.7 per cent respectively were 
employed in the industrial sector. 

The relative share accounted for by artisans and workers in total industrial 

manpower dropped considerably during the period from I95O to I967,  decreasing from 

83.0 per cent in I95O to 48.5 per eent in I967, with a corresponding increase in 

other categories such as professionals  (engineers,   economists, accountants), 

technicians, managers and administrators,  clerical  employees and salen personnel, 

who made e. contribution of some importance to Costa Rice's industrial development 
(see table 3). 

When the change took place in the manufacturing sector, the University of 

Costa Ricr had al reedy been in existence for several  years and was able,  by expanding 

its sphere of influence through the creation of new major fields to supply professionals 

at  some of the fundamental levels of indusxry.    However,  owing to the shortage of 

medium-level technicians,  this educational institution has been compelled to take 

on functions typical of a technological institute without,  however,  completely 

adapting to the characteristics of such an institute. 

The lack of an institute of technology has been felt  for many years  in the 

Costa Ricen educational system.    One was recently set up,   and it is hoped that  it 

will meet  a much felt need in the industria development of the country. 

2/   Including artisans and workers in industry,  building rnd other sectors. 



In order to meet the need for skilled labour for industry, Law No.  3506 of 

21 May I965 set up the National Institute of Apprenticeship  (INA).    In order to fulfil 

its task,  INA uses various types of traini ¿g: 

(a) Vocatlonal trpáxán^i    turns common labourers or "peons"   (unskilled workers) 
into skilled*"workers; 

(b) Supplementary  braining:    turns workers with incomplete knowledge of their 
trade into* skilled workers; 

(c) Further training up-grading .course3 :    given to semi-skilled,  skilled and 
highly skilled workers with "the object of preparing them for jobs at 
higher levels,   including supervisory posts; 

(d) Specialization:    Intended for skilled and highly skilled workers who 
require""comprehensive and thorough knowledge of a specific technique in 
their trade,  for the purpose of training specialized workers and technicians 
in the preparation and control of production; 

(e) Apprenticeship :    Means of comprehensive training.    Intended for youngsters 
and"*dcsign*<Jd to train workers able to exercise skilled vocations requiring 
manual  skill and technical knowledge which can be acquired only in 
relatively long periods of txme and in contact with the actual  job. 

The effort which the country he.:; been and is making in vocational training 

speaks for itself.    During the 1960s,  it was possible not only to reduce the 

shortage of professional  skills for industry, but also to lay the foundations on 

which the country crii base a systematic training of skilled labour. 

*"•      Available> financing 

There is no  doubt  that financing plays a strategic role in under-developed 

countries such as ours.    The low levels of savings characteristic of those countries 

are reflected in an acute : nd chronic shortage of the funds for investment needs 

which they have for use in thcar development efforts.    Costa Rica has not been an 

exception to the rule,   ma during the 1950ßi not only vras there a shortage of 

resources for industry,  but adequate mechanisms were not created for the collection 

and mobilization of the internal resources required to accelerate the country's 

industrialization. 

The inadequacy of funds encouraged their use in speculative activities in the 

nature of commercial capitalism rather than in industry,  since the former were more 

lucrative and less risky than the latter.    This same situation boa impeded the 

formation of an entrepreneurial clase in our country.    In the final analysis,  it 
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has been preferable to fintee commerce or tc take out n^ionU bonds than to set 

up industrial enterprise. 1+ i8 therefore ncoowaxy that the country should grant 

major incentives t indu at ri-1 investment, tha-c there should be supplementary 

participation by the public sector through credit mechanisms and thrv* a climate 

favourable to foreign investment should be promoted. 

The national banking ^y.tom in Coata Rica, using itß own rosourccs ^ forcign 

loans, especially from the Interferi can Development Bank and the World Bank, has 

done the most in financing fixed and operating capital in industry, as can be seen 

by the increase in allocations in the last few years (see table A). 

This is an excellent policy, considering that other activities such as 

agriculture and stock breeding, which are essential for the development of our 

economy and require largo investments must be financed.-1^ 

At the regional level, the mrin source of credit has been the Central American 

Bank for Economic Integration (Beiß), and in the privat, sector, the Costa Rica« 

Industrie Fintee Corporation (COPISA), which has been operating using its own 

resources and loan« fro- the Agency for International Development (AID). 

At the end of I965, loans to industry amounted U m*1  million colones, 

according to figures from the Co-ordinating' Commission, while those to COFISA 

amounted to 30.6 million colones, and those to the Central American Bank for 

Economic Integration to 9.O million colonos. Tnese figurcB n:we incrcased conEid(3raÌ3ly 

in the last few yo-rs, owing not only to t-e efforts of the commercial banks, which 

can be appreciated in table 4, but also to a greater inclination by international 

finance agencies to grant louw for industry under increasingly favourable terms. 

The Law on the Protection and Development of Industry (at the national level) 

and the Agreement on Fiscal Incentives to Industry in Central America are instruments 

which have encouraged a high degree of investment in industry, since they contain 

provisions for exemption from customs' duties on the import of industrial machinery, 

for periods of up to ten years in respect of enterprises producing raw materials 

and capital goods. As far as the Government is conerncd, in its eagerness to 

for 19 ¿2/   ^^SS^^lS^^^^s^Si^^^l  (Industrial Plan of Operation 
L959). Planning Office,  September ^c^ Si£ îoel, Costa Rica, page 357

eratl0n 
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encourage the industriel   development of the  country,  it has made generous provision 

for  granting the permits   rjid foreign exchange required to import needed machinery. 

When  there has been r. shortage of foreign exchange or it has become necessary to 

establish a system of double exchange ratea,   both raw meteríais and industrial 

machinery have received  preferential classification for obtaining the foreign exchange 

required to ensure uninterrupted imports. 

H.        Bitreprancorial inii, iat ivo 

Personal forms of ownership have always been the predominant forms of organization 

of  capital ownership in the country. 

The figures produced by the industrial  coneusfa of I958 and 19^4 indicate that 

88.8 per cent and 83.9 per cent, respectively,  of the number of commercial establishments 

operating in those years   showed personal   (individual) forms of organization  (see 

table 5). 

Table 5 also indicates a shift from personal forms of organization towardfi others 

such  as limited liability companies,  joint stock companies,  silent partnerships 

and  co—operatives, which  increased their share by approximately 6 per cent between 

I958 rjid 1964. 

The large proportion  accounted for by the group of traditional  industries has 

contributed to the predominance of personal forms of organization of ownership. 

It   ìB  probable that,   from  I9C4 to the present,   the proportion accounted for by 

joint  stock and limited liability companies has substantially increased owing to the 

establishment of new enterprises belonging to groups which are more dynamic than the 

traditional ones. 

The fact that there  r.re so few corporations in Costa Rican industry traces back 

partly to a preference for financing enterprises through small group3 of investors, 

which arc generally family groups.   This has reduced the possibilities for financing 

large-scale enterprises by taking advantage of the mobilization and transfer of the 

resources of saving sectors to investing sectore. 

Although in the last   twenty years,  there has been a substantial  and constant 

increase in the number of entrepreneurs and investors involved in Costa 810**8 

industrial development,   it  has not been possible domestically to start up an 

appropriate mechanisms for collecting and mobilizing the domestic savings required 

to   achieve a greater degree of real participation by the country in its own economic 

and  social development. 



Recently  (on 16 November 1972),  the Luv establishing the Costa Ricen Development 

Corporation  (CODESA) ,   en institution which will K. responsible,   intorj^lin.,  for 

collecting and mobilizing domestic rjavingr   for the productive sectors of the country, 
was promulgated. 

II.    INDUSTRIALIZATION ACHIEVEMEHTS IN THE PERIOD I95O-1972 

1»      Industrial production 

The gross industrial product grew during the period 1950-1972 at an annual rate 

of 10.2 per curt.    If for purposes of analysis we break this period down into shorter 

periods,  it  can be Been that from I95O to  i960 the growth rato was 10.1 per cent,!1-/ 

while from I960 to I972,  it was 11.3 pcr cent   (see table 6 and l).^    This reveals 

a substantial  increauc in the production capacity of the  sector and also  indicates 

that the production goals proposed in the Medium-Term Industrial Plan for I955-I968 

wore exceeded with a  .Tir margin, while the growth rate estimated in volume 1 of 

^.PreviaioneB^e^De_q;xr_qllo Economico j Social  1969-1972 ^Planus del Sector 

TM^SP.  (Forceaste    of Economic and Social  Development for 1969-1972 raid Public Sector 

Piene), which estimated the annual growth rate for the industrial sector at 9.6 per 
cent, was also surpaosed. 

The products of large now induct rial  plants  established in the country,   e.g. 

fertilizers,   cement,   textiles, tyres, wheat  flour,  petroleum derivatives,  foodstuffs, 

electrical products  and metal parts and structures,  end also by the expansion of 

existing plants have been largely responsible for the favourable developments in I96O- 

1972.    Table 8 covers  some of the most important  industrial enterprises established 

in Costa Rica in the last ten years which have played an important pert  in broadening 
the country's industrial base. 

11/ The method used originally by OFIPLAlf to  calculate the gross value of 
W1*?1 rdJillnc  addcd in industry, which was  subsequently used by the Cental 
Jank of Costa Rica,   is described in the attached annex. 

nm*,vKvïÎe Íní°maÍÍ°í Which aPP°ars in ta^s 6 ««i 7 on the gross industrial 
product  differs from that appearing in table 1 owing to the fact that the latter 
includes exploitation of mines and quarries  and construction. 
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As regards the economic compositori of the gross industrial product   (see tabic 6), 

it  should be noted that  in 1550-1972,   capital goods accounted for a relatively small 

proportion,  but one which underwent  significant growth,   from 3.3 per cent in 1950 

to 6.5 per cent  in 1972.    And in intermediate goods,  there was an even greater increase. 

The increase in intermediate goods and capital goods taken together balances out the 

relativo decrer ic in consumer goods.    It should be pointed out that the increase in 

intermediate and capital goods at the expense of consumer goods is considerable, 

if it is taken into account that the differences are measured as percentages of the 

gross industrial product. 

However, the centre of gravity of industrial development has tended to lie 

more in the vigorous growth of the traditional industries, which generally produce 

consumer goods,  such as foodstuffs   (sausages and processed meat,  sugar, powdered 

milk,  fruit  juices and tomato  juice),  beverages,  tobacco,  textiles,  footwear and 

wood products  (Bee table 7),   nhich use raw materials obtained from Costa Rica's 

main source of wealth,  the agricultural and stock breeding sector.    Consequently, 

these industries not only exploit domestic natural resources, but also exercise an 

integrating action on the various sectors which is desirable from the point of view 

of better economic development of th>.   country. 

In the non-metollic mineral products branch, the main factor of expansion is 

the cement industry, which largely exploits domestic raw materials and has made it 

possible completely to forgo former imports of cement into the country.    Diatomite, 

which after appropriate processing can be used as a coating agent for fertilizers, 

a filtering material,  an abrasive,  etc.,  also belongs to the non-metallic mineral 

products branch and in on^ of the country's own natural resources. 

In addition to cement production,  other rela-ted activities which supply the 

building and housing industry have taken an up-turn.    Examples of these are traditional 

concrete products and new fibro-cement products, which mainly use local raw materials. 

As offshoots of the rapid growth of the construction and housing industry in 

the 1960s,  other important manufacturing activities were also able to develop, 

e.g. the production of veneer and plywood,  iron bars for construction and galvanized 

iron sheet for roofs, which not only supply local construction and housing work, 

but are also exported to other Central American countries. 
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2. Degree of domestic supply 

In I95O,   I960,  I97O and I972,  the proportions o* total supply of manufactured 

products accounted for by Costa Rican industry were 55.0 per cent, 58.6 per cent, 

55.7 per cent  and 57.2 per cent  respectively  (see tabic  9).     The above de.tr. reveal 

the importance of domestic industry in the domestic supply of manufactured products. 

There was a decrease in the relative importance of domestic production in the 

domestic supply of manufactured products in I97O as compared with I960, with a 

tendency towards recovery in 1972.    An analysis of table <;  indicates that  demand for 

indUBtrie.1 products was rauch stronger in I97O than in I960   (3,133.1 million colones), 

and in other words grew at an annual rate of 11.4 per cent  during the period in 

question.    This explains why,  despite the fact that Conta Ricali industrial production 

increased considerably - by more than 10 per cent a year - in I95O-197O,  amounting 

in absolute figures to 1,697 million colones, it was necessary to supplement  it with 

substantial imports in order to  supply the domestic market with manufactured ¡goods. 

On the other hand,  the fact that,  in order to develop,   around I07O,  a larger 

proportion of industrial enterprises  found it necessary to  import large amounts of 

intermediate and capital goods than had been the case around i960, to a large degree 

explains why purchases abroad accounted for so great a share of the supply of 

manufactured products in 1970,   as  compared with i960. 

3. Industrial  exports 

The foreign trade figures show that,   in addition to  sugar and processed meats, 

for which there is a large foreign market and which earn considerable amounts of 

foreign exchange for the country,-*'   there are a large number of industries which 

have achieved satisfactory exports of manufactured goods  such as medicinal ?md 

pharmaceutical products, manufactured fertilizers,  tyres and inner tubes for vehicles, 

synthetic textiles,  outer garments and underwear, margarine arid butter, batteries, 

insecticides and fungicides arid transmitters and radio transmitters, exports of which 

amounted to more than $1 million in I972   (see table 10). 

¿¿/    In I97I}  exports of sugar and processed meats earned $12.9 million and 
121.J million,  respectively.     (Anuario de comercio exterior 1971)  (Foreign Trade 

l     Yearbook, 1971), General Directorate for Statistics and Censuses). 



- 18 - 

Tabic 11 shows that between I966 and 131 ¿, the country's total exports increased 

at m. annual rate of 12.5 Per cent,  rising from US$135.5 "ill i on in 1966 to ¡JS$274«0 

million in 1972, in other words by US$138.., million.    During the same period, 

industrial exports grew by $60.5 million.    Therefore,   r  large  proportion (43.7 P^r 

cent)  of the increase in the country's total exporte wr.s attributable to industrial 

products.    Table 11 fleo shows that the share- of the country's total exporte accounted 

for by industriel products increased from 31.8 per cent in 1966 to 37.8 P°* o^nt in 

1972. 

These figures indicate a considerable increase in the  share of sales abroad 

accounted for by Costa Rican industry, which has helped to check to some degree the 

deficit in the country's commercial balance in recent years.     In addition, table 12 

shows that the proportion of manufacturing production intended for export has increased 

significantly,  from 17.2 per cent in I966 to 20.7 per cent  in 1972.    It is also 

interesting to note that,  of the total increase in industrial production between I966 

and I972   (1,659.4 million colones),   24.1 pe" cent, or 4^0,5 million coloneB, was 

accounted for by industrial exports to the Central American Common Market and the 

rest of the world. 

Most of the main industries set up in the country in recent years have been 

intended to supply the Central American Common Market, which Costa Rica joined in 

July I962, when it signed the General Treaty on Central American Economic Integration« 

Through thiB instrument  and other 'agreements signed at  the regional level such 

as the Central Ameri can Agreement  on Fiscal Incentives to Industrial Development 

and the Central American Agreement on Equalization of Import Duties, the country has 

ensured preferential access for its export industries to the markets of the other 

countries in the region. 

B.      Statistical indicators of industrial development progress 

1.      Importance of industry in the Costa Rican economy 

The share accounted for by manufacturing industry in the generation of the Oroae 

Domestic Product of the Costa Rican economy increased from 14.2 per cent in I95O 

to I9.4 per cent in 197?  (see table l).    Introducing the contribution of the farming 

and livestock breeding sector into the analysis, we observe that its share in the 

Cross Domestic Product, in relative terms,  dropped sharply from 4I.3 per cent in 1950 
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to 21.6 per cart in 1972.    It can therefore be affirmed that the productive structure 

of the country has improved, although slowly, to the ojrtent that manufacturing 

industry has taken ovor part of the relative share in the Qrcss Domestic Product 

originally accounted for by the agricultural and stock breeding sector without the 

latter damonstrating a slump or stagnation. 

2«     Industrio! production, number of establishments and personnel employed in industry 

The information from industrial  censuses given in table 13 shows that a large 

share of the country's industrial production (45.4 per cent in 1958 and 43.1 per cent 

in I964) originated in enterprises which employed from 10 to 69 persons.    These were 

followed in importance by a small number of enterprises  (42 in I958 and 55 in I964) 

which employed more than 69 persons and accounted for more than 30 per cent of the 

total production of the country.    The remainder,  slightly more than 20 per cent of 

the industrial production of the country in the years concerned, originated in 

establishments which employed fewer than 10 persons.    This group comprises the very 

small industrial enterprises and cottage or artisan enterprises and accounts for more 

than 90 per cent of the number of establishments registered in the relevant industrial 

censuses. 

Like other developing countries,  Costa Rica has a manufacturing sector in which 

artisan industries account for a high percentage of the number of establishments 

(80 per cent)»-^*'     The share accounted for by the artisanal enterprises is smaller 

from the point of view of number of employees  (32 per cent), and its contribution 

to the gross product of the sector is smaller still  (12 per cent).-^ 

14/   Under the criterion applied in Central America, enterprises with fewer 
than five employees are classified in the category of small-scale industry. 

15/   The percentages were calculated on the basis of data from the industrial 
census of I964  (General Directorate for Statistics and Censuses). 



3.      Origin of nrmifar.turing production 'by type of enterprise 

Since it has been impossible to obtain statistics on the proportion of the 

country's manufacturing output  accounted for by enterprises in the private sector, 

enterprises in the public sector end enterprises with mix id ownership, we are here 

giving approximate figures, tricing into account the figures for industrial production 

and information on seme import put  State-owned industrien  such as the Fábrica Nacional 

de Licores, the Imprenta Nacional,  the Talleres del Ferrocarril Eléctrico al 

Facffico,   etc.,   and some enterprises with .lixed ownership such as the Refinadora 

Const arri cense de Petríloo and the Cooperativa de Servicios Aereoindustriales R.L. 

(COOPESA).    These would indicate that around 10 per cent of the country's manufacturing 

output is  accounted for by enterprises in the public sector,  5 per cent by enterprises 

with mixed ownership and the remainder  (85 per cent) by enterprises in the private 

sector. 

4«      Contribution of industry to full employment.,in_.thc.esS$?M 

As shown in the data given in table 2,   in 1972,  the economically active population 

counted to 538,200 persons,  of which I9.6 per cent were accounted for by the industrial 

sector which, in other words,   employed 105,500 personsj-—'   in I95O, the economically 

active population amounted to  272,000 persons,  of which I5.8 per cent was accounted 

for by employment  in industry   (i.e. 43,100 persons employed).    The increase in the 

economically active population between 1950 and 1972 corresponds to a cumulative 

annual rate of 3.2 per cent, or an average of 11,600 persons a year.    The cumulative 

annual growth rate in employment in inductry was 4.2 per cent,  in other words an 

average of 2,700 persons moro were employed each year in the sector.    The above 

figures indicate that the industrirl sector was able by itself to absorb an average 

of 23.3 per cent a year of the total working force of the country, when the annual 

growth rate of the sector in terms of value added during the some period was 10.2 

per cent   (see table 7)« 

16/    Including artisans and workers in industry, building,  eto« 



Although the growth rate for employment in industry was higher than the growth 

rate for the whole economically active population, the rate of resorption of labour 

by industry is very low,  not only in comparison with the rete of growth of industry 

itself, hut  also in light of the fr.ct that Costs Rica in a country with a rapidly 

growing total population in which forms of under-employment may exist in some sectors. 

Another factor related to the  capacity of industry tc absorb labour is the 

technical  and economic nature of enterprises. 

It is possible th-t,  in order to secure better competitive,   cuetoras protection 

or monopoly situations,  or simply owing to lack rf advice or information, entrepreneurs 

have opted for combinations of capital and labour which do not at  all further the 

basic objective of increasing employment in the country. 

III.    IKE STRATEGY OF INDUSTRIALIZATION, 1950-1972 

A.     Selection of priority industries 

It wr„s not until I963, when Law No.  3O87 was promulgated,  that the Planning 

Office was  sot up as a means of institutionalizing the planning of the country's 

economic and soci'J. development.    In the years before I963, there was no planning 

instrument to prepare programmes and plan means and action to realize the objectives 

and goals of industrial development  in a coherent and feasible manner. 

There have been statements of industrial policy  embodied in laws and regulations 

or in policy programmes or international agreements.    These have laid down as 

objectives improvement in the balance of payments through import-substitution or 

increase in and diversification of exports,  the  creation of new jobc,  an increase 

in national  income, and others which are the normal concern of developing countries. 

The selection of industries in the country during the I95OB was largely dictated 

by the desire to achieve those objectives. 

The Law on the Protection and Development of Industry, which entered into force 

in 19591 snmrerod the need felt in tho industrial field fer a group of tax incentives 

of some scope, both qualitatively and quantitatively.    This Law con be looked upon 

as an important effort to systematize and bring under the roof of one criterion the 

promotion and development of industry,  giving preference to industries intended to 



3. 
produce new manufactured goods in the country.    The Law afforde established industries 

a type of protection which encourages their plans for me derni zat ion and expansion. 

In addition,   it provides thr.t whenever it Aa to "be  applied,   an evaluation must be 

com        carried out taking inte account the effects of  the project on national income,   the 
ent'        balance of payments,  employment of lrbour and the use of local raw materials. 

In the Programme  for the Manufacturing Industry,  1955-1968,  the first industrial 

development programme prepared by  the Costa Rican Government,  the first general 

quantitative goals relating to the manufacturing sector rf the country were laid 

down.    The goals for production and investuent proposed in the Industrial Plan were 

more or less achieved with regard to production end were easily achieved with rcge-rd 
(CO ,17/ 
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wit- In a document published by the Pleiming Office in August 1968,—^ the following 

comnent is made:    "For reasons of the experience and information available,  the Plan 

for I965-I968 had necessarily to be of an overall type with specific general 

guidelines, but without  concrete projects'1.    However,  tlic Industrial Programme for 

I965-I968 did lay down some important guidelines regarding the subséquent  job of 
mo        translating the m; cr-»-economic production goals into  specific projects and indicated 
sec        some  concrete industri'!  activities which should be stressed in order to achieve 
ac"t        not only the increase in industrial production provided for, but also changes in 

^or        the productive structure of the sector which would further its degree of integration 
cc0        so that the relative proportion accounted for by industry producing intermediate 
aim and capital goods woulci  increase  at the expense  of the industries producing consumer 

goods. 

The Industrial F1;JI for 1969-1972, which is  contained in part four of the 

document entitled "Precisionesjjk>\ pos^TTollj)_I^on6aicp^ A ßS.°.\p2-. P-^£2rJ-97,2, y ffiffi*;8 

del^ Sectpi^JPttbli.cq"   (forecasts  of Economic and Social Development for I969-I972 and 

Public Sector Plans),  published by the Planning Office in March 1970,  sets forth in 

1?/   Growth rates:    Industrial production:    Plan - 11.3 per cent;    Real - 11.2 
per cent.    Investment in industrial sector:    Plan - minur 1,5 per cent;    Real - 
8.9 per cent.    Source^    Obj^ervaciones j:_ la Eje cuci 5n del Plan Nacional de. Désarroi lo 
I965-I268,    (Comments' on the Implementation of the ifa'tional" Development PÏan,   Í9Z5--" 
19¿8),  OFIPLAN,  1968. 

18/    t^sj^ryjiçiojiej^.a _1 a_ J&-cucijfa del PI an Nacioflgj-, T
rlc. DcJlr£E2,llo ^iiê^zlâéiL 

(Comments on the  Implementation of the ifatioruJ. DcvVTopnTcnt P'lan,  1963^.960), 
OFIPLAN, August I968. 



I   addition to medium-term  (1969-1972)  goals r.nd forceóte fer production,  investment, 

imports,  demand and employment  in the industrial sector,   a liot  ^f projects which 

it might be possible to implement  during th« period concerned.    Host of the projects 

were selected because they would une n/ mr.terirle of domestic origin in their 

production.    Some cf these projecta relate to condensed end evaporated milk,  fish 

meal, maize derivatives   (starch,  glucose),   fino spirit.,  cigars   (-puros- for export), 

cotton yams, wood veneer,  iron sheet for roofs, black and galvanized steel tubes, 

pieces of wood for furniture   (for export)  end products derived fron sulphur winning. 

It is also indicated that,  in order to start up many of theao projects, various 

problems would have to be solved,   e.g.   industrial financing,   interpretation and 

execution of laws in force,  legislative approval and above  all the preparation of 

specific tigri cultural and mining development programmes for the supply of raw 

materials to industry  (cotton,  maize,  tobacco,   sulphur,  etc.). 

If the growth rate provided for in the Industrial Pirn for I969-I972, which was 

9.6 per cent a year,  is compared with the most recent growth rate  (II.4 per cent) 

obtained for this period from information supplied by the Central Bank of Costa 

Rica,-*'   it  can be seen that the quantitative production goals provided for in the 
Plan were in fact  easily exceeded. 

The Industrial Pirn for 1969-1972,  in the context of oriontation of industrial 

development policy,  offers the  country three options with regard to industrial 
investment, 

The first option involves investments to increase installed capacity and the 

efficiency of existing industry in order to meet the demands of the domestic market 

to an increasing degree.    The second involves investment in new, basically export- 

oriented,  industries which utilize and develop domestic resources.    The third 

involves investment in new plants producing intermediate and capital goods to replace 
imports and,  eventually, supply foreign markets. 

i^M^fi^^2^ G*• Economic icatora for the Industrial Sector, l9Í2f, Department cf EcViÄ Studios of the 
trai Sank of Costa Rí^s. 

Indicators 
Central Bank of Costa Rica, 



The Industrial Plexi for 1°69-1?72 also states that  ;iit is of interest to stimulate 

the growth rate of the  eonony and of employment by making more efficient use of the 

country's own resources,    wherever  this is appropriate;    however,  it should be 

endeavoured at the sano time to solve development finance problems under conditions 
ensuring maximum stability". 

Further on, the Plan adds!    -As regards industrial policy measures and machinery 

for implementing ther,,   the constraint arising out of participation in a comen 

market must always bo borne in mind,   and therefore nany of those measures mat be 

adopted,  if they are to be effective,   at  the region,! level.    Consequently,   efforts 

should be made to promote a Central American industrial policy which promotes enterprise 

efficiency and eliminates the negativo repercussions on sound development financing 
of indiscriminate industrial promotion-. 

As can be seen,  tlv.  country« s industrial development ßlans in recent years 

have  contained not only guidelines for the selection of priority industries,  but 

r-lso  a number of industrial policy measures and actions directed towards promoting 

the best development of the sector.    However,  since development plane and programmes 
in Costa Rica are not  "compulsory", ^  T^hbT I!lndicûtivoîI  or „oriartaUve„ for 

the private sector,  it  is difficult to  evaluate the degree to which the industries 

established in recent years or the institutions administering incentives or granting 

credit have acted in response to the priorities and policies laid down in the industrial 

development pirns.    Hone  the losr,  the  effort made by the country in this  connexion 

has been worthwile,  in view of the variety and number of large industrial  enterprises 

which have been established in the country in the last ten years  (see table 8) 

many of which use raw materials ,*d other inputs of domestic origin in their products. 

It  is also important  to call attention to the existence of some institutional 

procedures which have been used in the last 20 years to select industries and 

evaluate - albeit partially - the benefit, a*d costs to the  country of large new 

industrial projects executed in the country, their dependence on customs protection 

and their technical,  economic and commercial viability.    A3  a rule,  this type of 

action has been carried out  in advance.     It has not as yet been possible to set up 

an appropriate machinery to determine,  through evaluation after execution of a 
project,  the nature and magnitude of the rr^i + iv« -,«,i „,    +• -t,      m oí  xne positive and negative repercussions of the 
specific projects on the industrial development of the country. 



In 1951, the  Standards Committee was cet up with specific teres of reference 

in the field of stoxidization and  quality centre!.     In 1^,  the Technical Customs 

Commission was established as , specialize body t,  study ana evrluate  foreign trade 

tariffs.    In 1956,   the Centre for Technical Co-operation in Industry wan  established 

undor the progra.no of technical  r,stance nnd ponction f,r industry at  the national 

level,   and in 1957,  the Cer.tr.~l American Reserrch Institute f r Industry   (ICAITI) 

started operating at the Central American regional  level as a service agency for 
economic and technological research. 

In 1959, tho Consultative and Co-ordinating Commission for Industrir.1 Development 

was set up to provide advisory services in respect of the selection of industrial 

projects subject to tro, incentives fror, the public sector,  especially those 

contemplated in Law No.   2426 on the Protection and Development of Industry. 

In 1962, the country adhered tc  the General Treaty on Central American 

Economic Integration.    Fron, then on,   there were new regional instruments for 

promotion of the country«e industrial   development! 

(a) Agreement  on the Régine frP Central American Integration Industriesj 

(b) Special  Syst on for the Promotion of Production! 

(c) Central American Agreement on Piccai Incentives tc Industrial Development! 

(d) Central Americo Agreement  on Equalization oí  Import Duties. 

B •      Il^S^BÍ^SILJ3J.JLP^^J^£}.J'ro 4e et s 

Tho policy regarding the pronotion and realization *f specific industries which 

the country has been applying in the  last 20 years hre   ,„ the whole been confined 

to the selection of o  certain type of project which it was thought could be of 

great value for the  econ ^ by wny of replacing products which ,re now imported or 

producing goods intende for export market*.    Tb* lack of specific studios and programes 

with the amount and quality of inform: ti.n required for the development of certain 

industrial activities has placed a constraint not only on the implementation of 

Pl^s for the improvement end mechanization of established industries,  but also on 

the implementation of important prcjectn in new field* of inductrial activity. 

Although government policy in recent years concerning the   implementation of industrial 

projects has not comprised precise indications of the projects which are to * 

elemented by the public sector,  the private sector or foreign investors,   it does 

not discriminate and,   on the contrary,   affords equal treatment tc foreign a*d 
Costa Rican investors. 



In order to  supplement the- country's scant domestic development resources and 

in order to import  technology,   an  cfiort has been nc.de to attract  foreign capital 

in the forra either of direct investment or of credit. 

However,   the Mediun-tem Industrirl Pr .gramme for I965-I96O end the declaration 

by Central America Ministers of Economic Affaire of 21 June I965 «ade some 

recordations  concerning f:reign inventant.    Those  drew attention to the au-isability 

of foreign capital bcrng channelled towrrds induutries producing goods which are 

currently being iQp.rted or article  f~r which there  are openings in export markets, 

since it is considered th,tr  if this  iB done,  these  investnents better fulfil their 
industrial developnent mission. 

On the whole,   it  can be said that  there is a favourable attitude in the country 

towards  joint investment,  in other words do^stic enterprises associating with 

foreigners to moot the challenge of industrial development.    It is felt that 

domestic participation should be  at   least 50 per cent. 

The Mediun-Tenr. Industrial Programes for both I965-I968 and I969-I97? were 

prepared as part of national development plans and set  forth policy measures and 

»chincry for their implementation,   but owing t, the non-conpulsory nature of the 

plans and the constraints which have  -risen as a result  of Membership in the 

Central American Common Market,  on a nunber of occasions government policy has had 

to undergo radical   and frequent  cha^s,   R„ietiracs to  promoto ^ lcvcl of investment 

and sonetiues to dealy or defer the  inPle,vntation of instant  industrial projects 

owing to conflicts  at   either the national or the regional level. 

Exiles of the latter situation are,  at the national level,   the installation 

of the first cement plant in the country, which took r,orc then 10 years to c?rry 

out,    end at the regional level,  the delay of severa years in the  installation of 

- vehicle tyre plant  r*d the complete  abandonnent of the possibility of installing 

an iron «a steel pi** in the country because this privilege hod been granted to 
another Central American country. 

In view of the  fact thrt adequate statistics are not suable,  it has not been 

possable to determine the exact source of initiative for the execution of the 

projects which have given impetus t, the industrialization of the  country.    None the 

less,  most of the projects inplcncntcd. in the 1950s fell  in the category of 

•m 



traditional  industries,  generally those producing consumer goods.    These „ere usually 

under the initiative of the local private sector.    During the  1960s,  the situation    " 

beerte even more complex.    Many foreign industrial enterprises,  either alone   ,r 

hand-in-hand with Costa Rico» entrepreneurs,   established themselves  in the country 

as a result of the opening of the Central American Com« Market.    Analysis of the 

data in table 8 shows th.t,   of a total   ,f 49 major industri,!   enterprises set up 

in the country between 1960 and 1970,  the initiative and capital of „.tional privóte 

entrepreneurs accounted for 40.6 per cent, while the initiative and capital of 

foreign investors accounted for 16.3 Per cent ^d th, remaining 42.9 per cent were 

established in the for, of Joint investments,  of which „ore thr* 50 per cent derived 

from the initiative of national  entrepreneurs.    This for* of finance,  as has already 

been pointed out,  gained popularity in the l960s and is now,  under certain conditions & 

considered desirable since it moices it possible to supplement  the .on»* d,me,tic 

resources available to the country for its development and to  import technology. 

C*     I&IPXiM^XËÎJÏAoJi mi^f^u^djsoods 

The Costa Rican econ,r,v,   like the economies of mnny other developing countries, 
has undergone "externalising" grow+h.    Tho institutional  Gtr,cturt of itg 

policy can be considered appropriate ., regards the promotion of exports ,f prinary 

g.ods.    However,  in recent years the fluctuations in international ma^ctn for tho8C 

producta have seriously affected the national  economy.    The  ain of the export policy 

has been,  in addition to maintaining and promoting traditional  industrial exports 

to introduce new,  more highly sophist i cot cd,  manufactured goods into the flow ,f 
products into foreign markets. 

The Central American Common Market has made it possible to more thon double 

industrial exports in the period l966-l972f with « increase fr„ I43.I »illion in 

1966 to $103.6 million in 1972   (see table ll).    These figures indicate a substantial 

increase in sales abroad of products manufactured in Costa Rica.    A number of 

circumstances have played a part in increasing the country's industrial exports. 

shoulfbl Seie0aSf;o"paeSrCce
CnïftiGn8 iB *** the P"*"«**««» *f national entrepreneurs 



Some of these arc the stirulus of o larger market,   improved finance opportunities 

and the tax incentives policy.     In order to meet the  credit needs  for the marketing 

of manufactured goods r.rising as a result of the country's entry into the Central 

Amaricen Common Merket,  in December I963,  the Central Bank of Costa Rica approved a 
2l/ series of neo.nures for financing sales of these products in foreign and local markets.-—' 

One of the operational  instrumento of export policy with regard to industry 

ha,s been the  exemption with  only a few exceptions,   of exports fro..i customs charges. 

There has also been reimbursement of the  customs duties paid on imported raw 

materials and packaging incorporated into products intended for export outside the 
22/ Central American area,—' 

On 26 February lp68,  the Centre for Export and Investment Pronotion was set up 

"by Law No. 4O8I, with the purpose,  ij\\Qr_alia,  of encouraging all  activities aimed 

at promoting exports and investment.    Some of the functions specified for fulfilling 

the objective of promoting exports arc: 

(i)    Identification of new exp-rtablc products} 

(ii)    Technical assistance to exporters; 

(iii)    Co-ordination of the public and private sectors in matters relating to exports; 

(iv)    Maintenance of representation in export-promotion institutions at both 
the regional ond sab-regional levels to co-ordinate work at those levels 
when this is suitable; 

(v)    Recommendation of incentives to exports outside the Central American area; 

(vi)    Carrying out of research to open up new markets to national exports,  etc. 

21 /   In order to promote the development of exports,  the Board of Directors of 
the Central Bank of Costa Rica liter  (l?68)  approved the following provisions: 
(r;    empowerment of the national banking system to give priority,  for purposes of 
financing of industrial sales,  to enterprises which can demonstrate that they are 
able to export at least 30 per cent of their production and (b)    empowerment of the 
national banking system to  apply no ceiling to the financing of industrial exports. 

22/    The practical difficulties in this procedure have made it necessary to 
replace it by "temporary import", which consists in temporarily exempting from 
customs duties imported raw materials,  packaging and soni-finished products which are 
then incorporated into products intended for export.    Once these products are 
exported,  the exemption is  confirmed  (article 11, Law No.  5I62 of 22 December I972 on 
Export Promotion), 



Recently, through Executive Decree No. 5152 of 22 December 1972, the Expert- 

Promotion Law was promulgated with the purpose of prorvtinc non- tr'. di tignai exports 

produced or processed in Cesta Rica, Among the incentives afforded by thic Law 

to individuals or legal entities fulfilling the conditions laid down in it ia the 

granting of a Tax Credit Certificate (CAT) in the value of lf> per cent of the fob 

value, at the port of shipment, of the exports. The Tax Credit Certificates are 

bearer documents, freely negotiable, exempt fron all types of trx and bearing no 

interest, 

In this way, together with the foreign trade agreements raid treaties signed, the 

above provisions and lows have helped to promote the export of new lines of manufactures 

to countries outside the Central African Common Market, e.g. fertilizers to Mexico, 

television sets and radios to Colombia and Venezuela and pineapple and underwear 

and outer garments to the United States of America. 

It is hoped thot, with special measures such as the recently approved Export 

Promotion Lew whose enforcement is administered by the Centre for Export and 

Investment Promotion, it will be possible to penetrato much further into international 

export markets. 

D«  grppoting employment and trainingQahgw 

As regards employment in industry, in addition to the commenta made in chapter I, 

point F cud in chapter II, point 4 - B of this study, it should bo pointed out that, 

in recent years, laws such a.s the one on the protection and development of industry^ 

have been promulgated, Laying down standards which encourage the up-grading and 

training of labour for industry. For e-ample, article 9 of the Law on the Protection 

and Development of Industry states: 

"The Government of the Republic shall promote the establishment of industrial, 
technical and trade training schools. For this purpose, it shall give economic 
support to existing vocational schools and to any established in future. 
Industrial enterprises applying to enjoy the benefits of this Lew shall be required 
to secure training of their personnel in those institutions and to give preference 
1X1  ? V:T  enterPrises to pupils who have graduated from these schools and hold 
certificates from them." 

2¿/ Law No. 2426 of 3 September I959, 
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The regulations governing implementation of article 9 of the Industrial Law 

are contained in Executive Decree No. 4 of 18 May I960.    Article 1 of this Decreo 

states» 

,:The Ministries of Agriculture and Industry,  Public Education  (Vocational 
Training Department)  and Labour :nd Social Welfare   (Social Training and 
Apprenticeship Office)  shall,  through the National Vocational Training Counoil, 
promote worker training in the  industrirl field and shall  select the basic 
occupations considered to be of the greatest  social  and economic importance in 
view of the needs of industry in order to share out economic support  in harmony 
with the various education programmes.'1 

Prom the above,  it can be scon thrt the responsibility for promoting employment 

ili industry rested for a number of years almost exclusively in the hands of the 

Ministry of Public Education and the Ministry of Labour and Social Insurance  (now 

known as tho Ministry of Labour an<? Social Welfare). 

Then, Law No.  3506 of 21 May I965 set up the National Institute of Apprenticeship 

(IHA) to contribute to the economic development and improvement of the living oonditions 

of the people of Costa Rica through the training of workers for industry, mining, 

agriculture,  stock breeding,  trades and services and of clerical workers and officials 

of the State and its autonomous and semi-autonomous institutions.    To achieve all 

this,  INA has,  int^r/Oia,  established a national  system of apprenticeships, worker 

up-grading end vocational training, which has been introduced by stages in accordance 

with the Instituto*s  economic possibilities and the requirements of productive 

activities in the country. 

Information recently supplied by the Costa Ri can Institute of Technology» 

shows that the occupational pyramid in the technological field has a broad base of 

persons with a high degree of manual skill   (skilled workers) and tapers off towards 

the apex, which is occupied by a small group of persons with outstanding intellectual 
capacities  (scientists). 

In between the two, there are two levels of middle management,  namely near the 

bottom, medium-level technicians}    and near the apex, engineers. 

2êJ ^^J"^AM. F^ßll^^^^Ä^PS. ^^ISB^^^ZJ"0 Desarrollo (Application 
for a loan from the Inter-American Development Bank]J7*23 November "Ï972. The Costa 
Rican Institute of Technology was set up by Law No. 4777 of 10 July I97I. 
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Costa Rica has striven to develop the base of the pyramid  (skilled workers) 

and many of the hunches of engineering.    At the sene tine, however,  there has been 

a lag in the training of medium-level technicians.     The need being felt for technicians 

of this type for the generation and development of technology resulted in the 

establishment of the Costa Rican Institute of Technology,  which will be responsible 

not only for this very important  area,  but also for offering pupils who have been 

trained the opportunity to carry on with studies at  a higher level,  and for establishing 

a technological  research centre with appropriate personnel and equipment to make 
possible indigenous development of technology. 

This new dimension in the effort to up-grade and train personnel for industry 

has grown in importance and has spread to many selected industrial activities.    As 

far as skilled workers are concerned,  some of these arc textiles,   engineering,  ready- 

made clothing and wood and wood products.    As regards medium-level technicians,   short 

vocational training courses art offered at the intermediato level  in such branches 

as construction,   industrial maintenance and industrial production. 

The criteria for the promotion of employment do not appear to have been under- 

--2/  e.g.  by determining thi ratio between the cost pinned by comprehensive studies,- 

of labour and the cost of capital  in order to promote labour-intensive production 

processes which in other words economise on capital.    The  approach in this connexion 

has been rather to study priority industrial activities with a view to making adequate 
use of available resources. 

E#      igSiftiPJi-.-Qf industries^ jJn_ncw .c/^tres J¡^¿> •ir"l   areas 

As was indicated in chapter I,   in Costa Rica,  both the National Institute of 

Housing and Town Planning (INVU) and the Planning Office  (OFIPLAN) have, with 

technical assistance from international  agencies,  carried .^ut studies focussing on 

greater geographical decentralization of industry. 

rtudilK. H0WeVCI\INAf »smg various scientific methods,   is carrying out the field 
ntudies necessary to determine real needs in respect of trained labour throughout 

SrtoTî^^a^^-*1*2525  (RCPOrt onActivities). 1965-1967, INA, SanJose*, 
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As a result  ?f these studies,   a programme was prepared for setting up one 

industrial  estate in Alajucla rnC another one in the location known as Pavas.    The 

former one did not  cone to fruition,   and tàe latter one has developed weakly,   almost 

through the initiative of the  entrepreneurs themselves, who have been buying their 

land and setting up their enterprises without having cordon facilities and services 

and despite the disadvantage that the industrial area has remained hemmed in by a 

large residential  ^a - a situation which is hardly to be recommended from the point 

of view of proper and orderly industrial development. 

On the initiative of the Municipality of Heredia and of individual entrepreneurB, 

on industrial zone has been vigorously developing in that province.    The zone presents 

a number of conditions conducive to industrial development such as adequate means 

of communication,   electric power,   abundant water and a distance of approximately 
10 kilometres from the  capital  cr.y. 

In view of the completion of a modern roadway between the international 

airport of Juan Santamaría and the  city of San Ramon through the  central valley and 

of the establishment of a Regional Apprenticeship Centre in the city of Naranjo 

by the National Institute of Apprenticeship  (DIA),  the idee  recently emerged of 

promoting the establishment of new industrial  contres in various rural areas of the 

country, the first of which would be set up in the Canton of Naranjo at the 

initiative of its Kmicipality and would be used to good advantage by a national 

consortium to establish a textile factory employing several hundred workers from the 
area, 

P.      Development pf_aa^^a^ij^±^nh^ranj^ 

In 1946, by promulgation of Law No. 837 on income tax,  a provision was laid 

down which helps to facilitate tho purchase of technology by permitting industrial 

enterprises to deduct,  for income tax purposes,  the amount paid for the use of 

patents,  formulas and trade nrri« tad royalties,  etc.    This was,  if not the first-, 

then at least one of the first measures adopted by the Government of Costa Rica x, 
make it easier to obtain foreign technology. 

In 1951,  the Committee on Standards  and Industrial Technical Assistance was 

set up.    This national agency has played an important role in the adaptation and 

improvement of the manufacturing processes and product design of industrial 

enterprises in the country,  since specific functions arc conferred on it by law 

in the field of standardization and quality control. 
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At the regional level,   in 1957 the Central teoricen Research Institute for 

Industry  (ICAITI)—'   started operating  ao .-. service institution for economic and 

technological  research.     ICAITI  is pursuing, j&t erjrJLJU;,  the following basic 
objectives» 

- To provide advice to private initiative in all phases of studies and 
execution of industrial projects; 

- To provide advic-j to enterprises for solving practical production problems 
which may arißc in their factories; 

- To carry mit technological research on the use of regional raw materials, 
development of manufacturing procéseos,  proceeding of new producto and adoption 
of modern manufacturing techniques; 

- To promote the application and adaptation to Central American industry of 
technology and modern methods of improving productivity; 

- To provide advice to public or private institutions concerned with industrial 
and economic development or interested in industrial development; 

- To prepare Central Anericiji standards. 

Apart from the efforts at the national rnd regional level described above, the 

country has not in the past been rble to  establish a machinery making it possible 

to regulate both the type of technology selected and the amounts  paid for it. 

Another matter which has been of deep concern to the country is the lack of machinery 

rooking it possible through systematic research to improve the process of transfer 
of technology. 

In order to promote the development    f the sciences and technology for peaceful 

purposes, the National Council for Scientific and Technological Research was established 

on 9 August 1972 by Law No.  5048.    The Council will also provide the Government of the 

Republic with the scientific end technical advice it requires on all aspects of 

policies relating to creative research or vrork. 

In addition to the establishment of the Council, a feasibility project for the 

long-term planning of scientific ond technological education in Coste Rica is being 

implemented under the joint sponsorship of Cornell University and the university of 

Costa Rica.    The purposes of the project nay be summarized as followai 

26/   Established in Guatemala in January I956 by the five Central American 
governments with united Nations assistance as an autonomous non-profit agency fully 
devoted to promoting the Central American industrial sector. 
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- To diagnose the situation with regard to scientific end technological 
educr.tion in the country  (sciences,   engineering,  agriculture and health), 
with special  attention to the intermediate  and higher levels; 

- Through the above diagnosis    f th.   situation in the syst en for scientific 
nnd technological  education,  tc identify the   critic:! bottlenecks  at which 
the institutional system needs t:> be reviewed,   continuity of studies through 
the system .and th^ need for studieu on manpower potential in science and 
technology ac comparée, wuu tiv„ country's econoruie vjid sucial development 
needs and finance requirements  and  systems for their integration,   as well 
as advances which could be nade available to tho country to meet higher 
development goals in these fields. 

IV.    INDUSTRIAL POLICIES AND MEASURES,  1950-1972 

Ä*      Project evaluation procedures 

Some of the measures and procedures used by the Government of the Republic to 

aacertoin the technical and commercial viability of industrial projects - whether 

public or private», domestic or foreign - applying for industrial development incentive! 

are laid down in Low Ho.  2426 on the Protection raid Development of Industry and its 

regulations.    Article 17 of the Low lays down the procedure and minimum standards 

for ascertaining the technical  and commercial viability of the projects under study. 

In article 17,  the Lew statesi    "Tho benefits of thia Law and the period of time 

during which they shall be granted to ^n industrial plant shall be determined 

taking into account the following factors,  in both degree and number I 

(a) Contribution to national income and the way in which this contribution 
will be distributed among the factors of production} 

(b) The domestic raw materials or finished or semi-finished products used and 
also the raw materials whose future production in the country would be 
promoted; 

(c) The guaranteed market for on :gricultural activity; 

(d) The effect on the balance of payments; 

(e) The financial plan, magnitude of investment and its distribution, and the 
participation of Costa Ricon capital in the enterprise; 

(f) Efficiency of equipment, market tc bo supplied, repercussions on employment, 
and any other factors having a bearing on the economic and social 
desirability of the enterprise; 

(g) Location of the enterprise:    facilities afforded by the zone in which the 
enterprisa will be located and,  in particular,  the provision of electric 
current directly by the Costa Rican Institute of Electricity and municipal 
agencies. 
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In order to guarantee commercial or market viability, the Law lays down 

(article 33), ¿atfirjlia, that:    «The incentives granted to one or more industrial 

plants for the initiation or expansion of - given branch of industry shall be 

granted under the aame terms to axl plan• which proauce or i.e«nd „0 produce the 

same or similar goods, provided that it is demonstrated that the size of the market 

makes possible the economic operation of several piente,  ssid that the same obligations 
obtain for new applicants as for established plants". 

Similar procedures hove been used since 1969, when the Central African Agreement 

on Fiscal Incentives to Industrial Development entered into force.    Article 30 of 

this instrument states that the applicant must submit to the national administrative 

authority a technical and economic study containing at least the following information 

(a) Market conditions for the industry concerned, particularly with regard to 
production capacity already installed,   current'imports anï S   re^sLis 
of the new production on the balance of payments; «percussions 

(b) e^ríT—elfty °f the inVeBtnent tC *» ** 0f *~ "•* 
(c) The amount of labour to be employed; 

(d) Ìh^r^rÌalS Wh,ÌCh Wil1 tG UScd'  indi^"ting, where these are foreign, 
SlLtraf 11?    P°B8"il«i« 'or replacing them by raw materials produced 
xn Central America,  and also the value added in the industrial processi 

wmehavTÌf Lßnd J^e °f installation«, machinery and equipment which 
S«r.«!¡   It     ^        '  ln **erH,  efficiency of the manufacturing processes which will be used; * 

product5;' 2rCterÌStÌCS ** °snmated cost «* Prtoe of the end 

S^ÌÌ?^ T^Z• *° °P*Ät' ^»^ **~ *• P-iod of 

In a few instances, there has been a committee responsible for studying and 

evaluating the relevant applications in accordance with established procedures and 

advising the Ministry of Economic Affairs, Industry and Trade on the application of 
the LIí or Agreement, as relevant. 

B*      Tariff policy 

The first important change made with respect to tariffs in the 1950s was the 

promulgation of a new customs tariff which entered into force on 10 October I95I, 

at praciaely the same time as the exchange surcharges provided for in the Law on the 

Control of International Transactions were revoked.    In comparison with the previous 

(e) 

(f) 

(e) 
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tariff, there were only changes in duties t but no alterations in the classification 

of items.    The new tariff provided for both specific end ad valorem duties, but 

in addition to  serving the purpose of consolidating the  duties and surcharges which 

were more or less scattered,  its "basic purpose was to compensate the central 

government for possible lessee occasioned by the annulation of the exchange 

surcharges provided for by the Law en the Control of International Transactions,— 

more than to promote industrial development.    The tariff burden proved to be 

moderate, and very little heavier than that up to 1946,   r*iû therefore did not 

afford the protection required by incipient industry. 

In April  1954,   P- new customs tariff with substantial changes in the tariff 

structure which could be regarded r.s favourable to industrial development enterod 

into force.    The import snd export tariff was based on the Standard International 

Trade Classification  (SITC) and then on its off-shoots at the Central American level, 

NAUCA and NUECA.-22/    This classification is considered to have advantages over the 

previous tariffs because it facilitates economic analysis ina the adoption of 

foreign trade practices and policies.    The tariff provides for specific and ad valorea 

duties, with the latter predominating.    In general, the  structure and implications of 

the duties can be looked upon as favourable to industry since rnw materials are 

subject to moderate duties and capital and basic consumer goods to even lower 

duties. 

On the other hand, luxury consumer articles are subject to high duties,  and 

manufactured products which might compote with domestic products are subject to high 

or low duties,  depending on what íB considered advisable at the time of establishment 

of the duty-*'   for promoting the expansion of industry. 

2j/   Law No. II48 of 28 March I95O, promulgated in order to improve the difficult 
balance of payments situation which the country was facing at that time. 

28/   NAUCA  (Standard Central American Customs Nomenclature) is used in the foreign 
trade"yearbooks for classifying imports. 

NUECA  (Standard Central American Export Nomenclature) was used until I964 
for the classification of exports.     Since 1965, NAUCA hcu> also been used in foreign 
trade yearbooks for classifying exports. 

29/   Some industries,  such an   textiles, received special protection.    The duties 
on the import  of cotton textiles amounted to 80 per cent  ad valorem,  and those on 
synthetic textile products to more than 100 per cent. 



-  "V7 - r • It is also worthwhile pointing out that, when the Law on the protection and 

development of industry was passed,  new tariff policy elements were introduced into 

the system of protection of new industrial activities.    Some  jf these wore! 

(a) Adequate tariff protection for industries whose activity was considered 
•beneficiai  for the country on the basis of their contribution to national 
income,  employment of labour,  effect on the balance of payments, volume of 
investment and profitability in entrepreneurial terns; 

(b) As a consequence of the above principle,  a low level of duties for raw 
materials and packaging and high duties for goods which were identical to 
or could be  substituted for goods produce«,  locally; 

(c) Preference for domestic producers in purchasing by organs in the public 
sector under conditions of comparable quality and prices equal to or 
lower than those of imported products; 

(d) Provisions to counteract unfair trading practices,  in particular dumping. 

The general protective Bystem for industry contemplated by points  (a) and (b), 

above, is applied in practice through the powers conferred on the Executive Branch 

by the Law,-1»   of which it is important to mention the following! 

- Power to establish a tax equal to three tines the customs duty on the 1A / 
import of foreign goods similar to domestic goods  (article 12 of the Law)?**' 

- Power to grant duty-free entry for the import of building materials, raw 
materials, packaging materials and capital goods ;3J./ 

- Power to grant exemption from export charges on manufactured goods, and reimburse- 
ment of customs duties on raw materials and packaging used in the production 
of goods for export markets  (sec article 48 of Law No, 2426). 

In September I96I, Laws Nos.  2801,  28C2,  2803 and 2804 catered into force, 

arising out of the plan submitted by the Central Bank of Costa Rica to alleviate 

the difficult balance of payments and national budget situation confronting the country. 

These laws brought about important customs tariff changes. 

Law No. 28OI, provided for the preparation of lists of imported articles 

classified according to the degree to which each one was essenlial to the country's 

economy.    List A included the most essential goods, which were completely free of 

customs surcharges;    for the goods included in Lists B end C,  in addition to the 

duty which the customs tariff specified at thet time,  customs duties of I5 per cent 

and 30 per cent, respectively, calculated on their cif import value had to be paid. 

$¡J   Law No. 2426 of 3 September I959, 

3j/   Article I9 of Law No. 2426.    For new industries 99 per cent and for 
established industries 90 per cent. 
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Under these seme lawn, a single rate of exchange was established,*^ theroby 

t| automatically making nony imported articlec, especially those which had been enjoying 

0. preferential treatment under the double exchange rate, more expensive owing to the 

j, higher cost of foreign exchange. In order to prevent the higher prices of these 

„ essential articles from affecting the cost of living of low-income classes, Law No. 

g 2804 was passed at the same time, amending the customs tariff by reducing or eliminating 

B duties on a lurge number of items. In this way, the benefits to the consumer arising 

B out of the exchange rate advantages were transferred to the customs tariff. 

B       In April 1964, the Agreement on the Equals at ion of Iniport Duties entered into 

c   force in Costa Rica. In the three years from the signature of the basic agreement 

in September 1959 to the signature of the San Josi Protocol in July 1962, 92 per cent 

,   of the tariff equalization (l,419 headings out of a total of lf548) had been achieved. 

The remaining 5.9 per cent, which brought the level nf equalization up to the 

96 per cent (1,511 headings) at which it now stands, was achieved in the following 

five years.**' 

The percentages of equalization achieved which are cited in the preceding 

paragraph relate to theoretical equalization,  since full implementation  (real 

equalization), which is token as morning application of the standard tariffs in the 

five countries, has been achieved only with rather considerable delay.    This is due 

to the fact that, between signing of the instruments and full implementation, periods 
of from more than tiro years in the  speediest  erse up to four yean end one month 

in the slowest one* - thrt of the Agreement  itself - elapsed.    It  should also be 

pointed out that three of the nine realization instruments signed are not in force 
in one country (Honduras), and another one is not in force in two countries 

(Honduras and El Salvador).    This means that there are no standard tariffs in these 

+rt « ¥(, AVh0Ì.tim2ì the coun1:ry h?à » double exchange rate, namely 5.6? colones 
to a dollar for the official exchange market   (which was very small)    and 6 6^ 

Ä. S T6%freie mPTkf '    y***1-*«* °* * «ingle »tí consllleTin Staining the rate of 6.65 colones to a dollrj for all transactions. «naming 

iBrtmtfmrTpTZ^^ (Ccntral Awrioan Integration 



cases,   and some  countries ;-rc continuing to  apply their domestic tariffs.     The lack 

of real equalization negatively influences the operation   if the corion market "by 

affecting competitive factors.-^-*' 

In order to achieve the desired end,  ;   generell troc was I .Ttablishcd on goods coning 

from third countries.    This tax,  knoxm as the economic stabilization trot,   is distinct 

from the taxes established by the Central American Agreement on the Equalization of 

Import Duties and its nrotocols or any other tariff provision. 

This tax will be applied for a period of five year« beginning from the  date of the 

entry into force of the Protocol and will be calculated on the basis of the  customs 

duties in foroe on the date of acceptance of the relevant import permit.     The economic 

stabilization tax amounts to  30 per cent  of the suri of the relevant customs duties. 

Prom the point of view of industrial development,  this tariff provision has proved 

unfavourable,   since the imports enjoying exemption fror,: or reduction in customs duties 

under a contract or industrial  classification agreement or decree on the basis of 

national industrial development laws or the Central American Agreement on Fiscal 

Incentives to Industri'1 Development,   are svibject to payment  of the tax. 

Nene the less,   annex I of the Protocol  contains  a list  of essential goods which 

are exempt from the economic stabilization tax.    In addition,   in order to reduce the 

adverse effects of the new tariff structure on the operation of new industries, 

article 1 of the Protocol provider; that the  executive authority or organ of each con- 

tracting State may totally  ->r partially exempt from piymont  of the economic  stabiliza- 

tion tax capital goods,  raw materialr;,   semi-finished products and packaging,   and also 

fuels and lubricants intended exclusively lar industrial purposes  (except  gasoline) used 

by enterprises belonging to new industries of special  interest for the  economic 

development of Central America.-**'     Tins exemption or reduction will not be granted when 

the above-n¡entioncd goods are being produced in Central America under acceptable 

conditions of quantity,  quality and price. 

C.      Ijivej3tjnent_ Jnjcent ives 

Until 1972f Law No. 8.37 on Income Tax;, which dates from I946,  provided a 

graduated scale far the calculation of income tax which ranged from 1 per cent a 

year for the first 3»000 colones of taxable net income up to 30 per cent on amounts 

in excess of |}00,000 colones,   applicable both to individuals and to legal  entities. 

M/  IMd« 
35/    The Protocol defines ,;new industries^ as those which produce packaging or 

semi-finished products,  provided that  at least 50 per cent of the total value of the 
raw materials,  packaging and seni-finishod products used in of Central American 
origin,  or give rise to substantial not surpluses in the balance of payments  and a 
high degree of value added in the industrial process. 
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This scale was amended Tay Lew No. 4961 of 1 May 1972, which established a scale 

applicable only to individuals ranging from 5 per cent on amounts up to 5,000 colones 

to 50 per cent on niaounts in excess of 35C,O0O colones and another, more favourable 

ono applicable to temporary or formally constituted companies,  laying down taxes 

ranging from 5 per cent on the first 50,000 colones to 40 per cent on amounts in 

excess of 1 million colones of taxable net income. 

For the purpose of counteracting the unfavourable effects which tax laws of 

this type might heve had on the establishment of new industries, ft number of 

incentives to investment in addition to the tariff incentivos already described 

relating to exemption from import duties on raw materials,  capital goods, eto. have 

been established and are implemented through the tax exemptions or rebates provided 

for by the Income Tax Law and its reforms, the Law on the Protection and Development 

of Industry and the Central American Agreement on Fisoal Incentives to Industrial 

Development. 

For purposes of calculation of income tax, article 8, paragraph 12 of the 

Income Tax Law provides that 50 per cent of the net profit realized during the 

preceding period and invested in capital goods may be deducted by agricultural and 

industrial enterprises. 

The Law also indicates that the Office for Direct Taxation shall determine in 

which cases this deduction, which may under no circumstances exceed 100,000 colones 

a year,  shall be made.    Thus,  since 1946, the concept of reinvestment of profits 

has been embodied in Costa Ri can legislation. 

Furthermore, paragraph 13 of the same article 8 of the Income Tax Law provides 

that when an exclusively agricultural or industrial enterprise registers losses in 

a tax period,  the Tax Office will permit 20 per cent a year of the total loss to 

be taken as a deduction over the next five periods in which profits are realised« 

Thus, a very special type of incentive to investment is established which to some 

extent helps to consolidate the situation of some enterprises during the first - and 

most difficult - years of their existence. 

Article 19 of the Law on the Protection and Development of Industry, which we 

have several times referred to, grants a number of incentives to industrial plants 

classified as new.    Of those, the ones set forth in sub-paragraphs  (f),   (g),  (e) 

and (i) of the said article may be regarded as the incentives most directly linked 



with investment.    The first of these,   sub-paragraph  (f),  providef; for exemption fron 

land tax for five years end states that there may he exemption from municipal taxes 

collected on industrial installations if tl*c municipality of the place in which the 

enterprise is established agrees in advance.    The second,   sub-paragraph  (g),  provides 

for exemption from texec on capital invested and profits  earned by the plant to 

the extent of 100 per cent during the first half,   and 50 por cent during the second 

half, of the period during which the industrial plant enjoys the remaining benefits 

granted by this Law.    The third and last one,  sub-paragraph  (i),   covers exemption from 

income taxes payable on that proportion of profits which the enterprise re-invests in 

improvements, both in the plant itself and in housing for its workers.    Here again, 

the concept of re-investment of profits appears, but in this case in a broadened 
form. 

In Costa Rica, thero are no property taxes or tracs on invested capital,  and 

thorefore the exemption covered by sub-paragraph (f)  citod above does not now apply 
to Costa Rica. 

Lastly, the Central American Agreement on Fiscal Incentives to Industrial 

Development grants tax incentives for the establishment or expansion of manufacturing 

industries.    Specifically,  article 8,  point II,  contemplates the exemption of tho 

enterprise aid the partners in it fron income and profit tax in rcBpect of revenues 

derived from qualifying activities.    As a fiscal incentive, point III of the same 

article provides for exemption from taxes on assets and property to which the entorprise 

or its owners or share-holders are liable in respect of qualifying activities. 

In addition,  article 9 of the Agreement on Fiscal Incentivos provides that any 

enterprise which has qualified under the terns of the Agreement  shrll be entitled, 

's long as the Agreement remains in force,  to deduct fron its profits subject to 

income or profit tax the amount re-invocted in machinery or equipment enhancing 

tho productivity or production capacity of the enterprise and tho branch of industry 

concerned in the Central American area. 

Qiite apart from the result of application of these incentives, wc can certainly 

say that they have been real or potential resources for incentive and protection 

for the country's industrial  activities.    However,   one of the weak points in the 

industrialization process has been precisely the failure to apply the incentive policy 

strictly,  largely owing to the lack of a standard practice far the application of 

industrial  incentives at the regional level, which hrs resulted in an indiscriminate 

promotion of industries, many of which use high proportion« of imported raw materials - 

. 
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a negative factor in net import-substitution, which has been reflected in the country's 

adverse balance of payments.    In this respect,  it is of interest to quot« the comments 

on the subject fou id on page 28 of the Industriai Plan of Operations for I969 

published by the Planning Office in September 1068» 

"Liberality in respect of exemptions arising not only out of equalization at 
the Central American level, but also out of a casual evaluation of projects, 
has prevented tho tax incentive from corresponding lo an effort by industry to 
improve its efficiency.    The factors of cost and quality, which are essential 
as far as market and price arc concerned,  in the final analysis are deoisive 
for competitive and export potential.    These factors are also important as 
regards the future of enterprises, when they will have to operate without the 
protectionism which they now enjoy.    There are great dangers involved in failing 
to correct the policy described above.    This might compel the State to grant 
perpetual subsidies to deficient industries or to bring about their failure. 
In either case, the national economy will suffer.'1 

D*      Policy on foreign investment 

As was explained in chapter III, point B,  above, government policy with respect 

to the investment of foreign capital in industry has been guided by the desire to 

facilitate and attract foreign investment, since this is necessary in order to 

•upplement the scant domestic resources available to the country for its development, 
and at the same time to import technology. 

There are no special regulations or laws governing foreign investment in industry 

in Costa Rica.    The development and installation of this typo of industry is 

governed by existing company law in the country.    The Law mentioned above^/ and 

tho Central American Agreement on Fiscal Incentives to Industrial Development 

currently provide for equal treatment for foreign and domestic investment as far as 

obtaining industrial development incentives is concerned. 

Hone the less, at both the national level  (Medium-Term Industrial Programme 

for I965-I968) and the regional level  (Declaration by Ministers of Economic Affairs 

of 21 July 1965),  some recommendations have been made concerning foreign investments, 

pointing to the advisability that foreign capital should be channelled towards 

industries producing goods which are at present imported or articles for which 

there is an opening in export markets.    It is considered that foreign investment 

performs its industrial development task better in this way. 

Tndust^   LaW N°* 2426 °f 3 Septenbcr 1959 on the Protection and Development of 

^^^^HMWi^^^Mtaâ^HtaHMBaMtflMMIMM 
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In Costa Rica, there are provisions favouring joint investment,  in other words, 

association "between domestic and foreign enterprises to undertake industrial development, 

and it is also considered advisable that domestic participation 3hould "be at least 

5O per cent. 

The idea that foreign investment will he welcomed as long as it helps to develop 

and improve our technology, gives impetus to the development of dynamic industries 

and produces non-traditional goods intended for export markets outside the Central 

American area also continues to he held. 

The faot that there has "been no legislation regulating and orienting foreign 

investment has on many occasions resulted in the entry of this investment into fields 

or activities which are hardly desirable because domestic capital is displaced by 

foreign capital and because the industrial activities concerned generally relate to 

the production of consumer goods,**/ with respect to which domestic entrepreneurs are 

quite familiar with the relevant operation and technology. 

It is in order to avoid situations such as this that the regulation of foreign 

investments is an obvious necessity.    The lack of regulation in this respect has 

also resulted in the displacement of domestic capital by foreign capital in joint 

investment situations with respect to different types of industry,  and this displacement 

has in some cases for various reasons been almost complete.*-' 

37/   Vegetable oils and fats;    biscuits and confectionery;    bread and spaghetti, 
macaroni, noodles, etc.;   baby food;    canned fruit pulp and juice;    sausage» t»nd 
processed meats;    etc. 

^8/   Industrial enterprises producing chemical fertilizers and plastios and tortilo 
products are among those in this situation. 
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V.    INSTITUTIONS AND INDUSTRIALIZATION,   1950-1972 

A.      Bodies responsible for formulating the broad strategy of industrialization 

During the 1950s, the country had no planning agency tc formulate programmes and 

plan measures and. action for realizing the  objectives and goals of industrial develop- 

ment  in a  systematic and realistic way.    However, the country's industrial policy was 

embodied in laws,  regulations,  programmes,  policies and international agreements^2' 

resulting from the initiative of various agencies of the  oentral government and some 

autonomous institutions which were in some way involved in aspects of the country»s 

industrial development. 

The principal agency in executing indust-ial policy measures between 1953 and 

I960, which substantially helped to lay down the broad lines of the country*s 

industrialization during this period was the General Directorate for Industry, part 

of the Ministry of Agriculture and Industry.    At the end of I960, the Directorate was 

turned into the Ministry of Industry and Trade*-/ by means of budgetary separation, 

with the primary objectives of promoting industrial development to diversify the 

economy;     channelling both domestic savings and foreign investment irrt o industry in 

order to promote the economic  stability of the country",     enforcing the Law on the 

protection and development of industry;     promoting the economic development  of the 

country;     co-ordinating the Central American economic integration programme aM 

regulating the domestic and foreign trade  of the country.    As was pointed out in 

chapter III, above, it was only beginning in 1963 with the promulgation of Law No.   3087 

of 31 January 1963 that the Planning Office was Bet up to promote Costa Rica's 

economic and social development through planning at the  national level. 

39/    Among the most important laws werei    the Law of I94O on New Industries, 
which remained in force until 1959, and Law No. 2426 of  3 September 1959 on the 
Protection and Development of Industry. 

40/    The Ministry of Industry and Trade was set up as a legal entity by promulga- 
tion of Law No.   3Ó44 of December I965, w.xich reformed decree No.  72 of 8 July 1944f 
which had established the Secretariat for Agriculture and Industry. 

mi 
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In this way,   it was also possible to institutionalize the country's overall 

industrial development  planning.    Although a Sectoral Planning Unit was established 

in 1965 under the Ministry of Industry ana Trade to rapare alternative plans and 

suggest the most   appropriate machinery for implementing them, the Unit, primarily for 

reasons relating to technical personnel and budget, never functioned as it  should, 

and the National Planning Office took charge of the preparation of industrial develop- 

ment plans and programmes.    The Mini-try of Industry and Traded  is responsible for 

implementing industrial policy, primarily with reference to the promotion of industry, 

in other words for providing technical assistance to industry, formulating and promot- 

ing industrial projects or initiatives and evaluating projects for which the incentive, 

embodied in the  Law on the Protection and Development  of Industry and those provided 

for in the Central American Agreement  on Fiscal Incentive, to Industrial Development 

are requested» 

On the Kirk, the Ministry cf Ecn-.iio Affairs, T.nfcwtry -«l Trade in 

the body responsible for co-ordinating and implementing the country's industrial 

policy,  since,   although there are other institutions such as the Central Bank, the 

Promotion Centre, etc. which formulate and execute measured  aimed at promoting 

industrial development  in one way or another, the Ministry of Economic Affairs, 

Industry and Trade is also duly represented in the Boards of Directors of these 

institutions,  and from that position is able to encourage or discourage the measures 

or mechanisms of industrial promotion proposed depending on whether or not they are 

in the general  interests of the country. 

B.      Bodies responsible for implementing incentives and other measures to 
promote investment 

In 1953-1960, the General Directorate for Industry was in charge of industrial 

promotion initiatives, firrt  as part  of the Ministry of Agriculture and Industry and 

later on as part  of the Ministry of Industry and Trade.    Subsequently, and up to 196b, 

the Promotion Department of the Ministry of Industry and Trade was in charge of this 

work   with technical assistance from the Department of Industrial Engineering, the 

Chemical Laboratory and the Directorate for Geology, Mining and Petroleum of the same 

Ministry and the Industrial Section of the Agency for International Development  (AID) 

in Costa Rica» 

41/   Currently known as the Ministry of Economic Affairs, Industry and Trade. 

42/   Some of these are the measures adopted by the Central Bank for ^J*^** 
of iJuitrial  sales and granting of tax incentives for the export  of non-traditional 
products to export markets outside the free-trade rrca in Central  America. 
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Until about the third quarter of I965» the Promotion Department operated as tai 

independent unit. Then, when the Ministry was re-or._;aniEed, it was attached to the 

General Directorate for Industry. 

As has been pointed out  in previous paragraphs, the Ministry of Industry and Trade 

has been responsible not only for providing technical assistance ani formulating and 

promoting industrial projects or initiatives, but  also has been the institution basically 

responsible for the administration and application of investment  incentives.    Therefore, 

it  is the task of the Ministry to evaluate projects for which application is made to 

benefit from the provisions of the Law on the Protection and Development  of Industry 

or of the Central American Agreement  on Fiscal Incentives to Industrial Development. 

The Ministry of Industry and Tracie was made responsible both for all administrative 

tasks pertaining to the application of the Law on the Protection and Development of 

Industry and the Central American Agreement  on Fiscal Incentives to Industrial 

Development,  and also for technical and promotion functions proper to an industrial 

promotion entity.    It was therefore unable to acquit  itself well of all these functions. 

The repeated efforts to re-organize the Ministry of Industry and Trade so as to realize 

a typ* of -ororotion in ktvi-pi-i,0; with the industrial development needs of the country 

proved ineffective^*» 

In February lcj6b, Law No. 408I was promulgated, setting up the Centre for Export 

and Investment Promotion as a semi-autonomous body under the Ministry of Industry and 

Trade with the purpose of developing a policy of methodical and continuous project 

áa/ "tí-ffA •foigffijttC*,0'n d^ Fomento Para Fomentar el Desarrollo Industrial" (A 
Promotion Institution for the Promotion of Industrial Development), January I966, 
Charles 0. Thompson. 

"Comentario Sobro la Corpojracio'n ae Inversiones"     (Comments on the Investment 
Corporation),  1'/ March Í9&5, Br. Otto Stern. 

"Observaciones realizadas nn los Departamentos de Ingeniería y Promoción del 
Ministerio de Industria y Comercio y Rocommcndacioncs para un Futuro Procedimiento" 
(Observations made in Department E Oí 'Engineering and Promotion of the Ministry of" 
Industry and Trade and Recommendations for Future Precedale).,   \rj August I966, 
Robert A. Grey. 

"Consideracioner, sobre medidas de política industrial"  (Considerations on 
Industrial Policy Measures J,  1?'T, Joint Programming Mission for Central America. 
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promotion.    At the present tine, this agency is responsible for the  administration 

and application of Law No.  5162 on Export Promotion, which grant o an a» incentivo to 

exporting industries tax credit  certificates  (CAT) for 15 per cent   of the fob port 

of departure value  of exports, which can be  applied fm- by individuals and legal 

entities exporting non-traditional goods to  countries outside the Central American 

Common Market.    Co-ordination with the Ministry of Economic Affairs,  Industry and 

Trade is established through the Governing Committee, whose chairman is the Minister 

of Economic Affairs.    In accordance with this Law,  responsibility for application of 

the incentives granted is shared, with thu Promotion Centro considering applications 

and Baking recommendations and the Ministry of Economic Affairs, Industry and Trade 

taking the final decisions.    The application of the incentives to investment is more 

or less centralized in the Ministry of Economic Affairs, Industry and Trade. 

C.      Industrial financing institutions 

From the institutional point  of view,   during the 1950s and 1960s, the responsibility 

for industrial financing in the country at  the national level lay primarily with the 

national banking system, which, by using its own resources and foreign loans - 

especially from the Inter-Amorioan Development Bank am?, the World Bank - was able to 

make a considerable effort  in the financing of fixed and working capital for industry. 

None the less, these  institutions usually operated along the lines of traditional 

commercial banks,  in other words they confined themselves to purely financial banking 

transactions and therefore, an appropriate mechanism for identifying;,  evaluating and 

promoting projects necessary for sound industrial development was not created. 

At the regional level, as wae indicated ir. chapter 1, above, the main source of 

credit has been the Central American Bank for Economic Integration (SCIE), which was 

set up under the relevant  agreement  on 13 December I960 by the Republics of Guatemala, 
44/ El Salvador, Honduras and Nicarague*—' • 

The Agreement   setting up the Bank indicates that the Bank's objective shall be 

to promote balanced economic integration and development of the member countries. 

Por the realization of this objective,  areas or sectors of investment are singled out, 

some of which,  Buch as those appearing in sub-paragraphs (b) and  (d) of article   2 of 

the Agreemert, which are more directly related to industrial development, are 

described below. 

¡¿J Costa Rica adhered to the Agreement setting up the Central American Bank 
for Economic Integration on 23 July 1962. 
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-   »Long-term investment projects in regional industrie o or industries of interest 
for the Central American mr.rket which would help to increase the goods available 
for trade xn Central America cr for this trade and the export  sector as well. 
Investment  in industries of an essentially local nature ahc,J 1 remain outside 
the scope of the Bank's activities." 

' I!!rde0t8 f°r.th<ì financine of enterprises which need to expand their operations, 
modernize their processes or change tho structure of their production in order 
to improve their efficiency and competitive capacity in the Common Market so 
as to facilitate Central American free trade.- 

Although there are a nuuber of private finance enterprises in Costa Kica,  only 
the c°rporaci6n Costarricense de Pinancinmiento Industrial S.A. (Costa Rican Industrial 

Finance Corporation)  (CCFISA)^, which has been operating with its own resources and 

with loans from the Agency for International Development   (AID) has,  owing to its 

characteristics,  boon looked upon as a source of industrial  credit for the private sector. 

As regards the way in which COFISA has been operating, the document  entitled 

"Nuevos Mecanismos de Financiación para la Industria y las Exportaciones»  (New 

Financing Machinery for Industry and Exports)^,  on pages  36 and 37,  indicates the 
following: 

"In the particular case of COFISA, many of the characteristics attributed in this 
report to commercial banks are  shared by COFISA,  nocsibly for the same reason. 

flZL ?      ifdit  iS limltcd t0 levels Which f-U fnr short of »**i«« the real 
demand for all purposes, the banker, who must demonstrate optimum results to his 
¡»¡¡¡H    Si£0,i Wll

+
1 B

n
elccrtivoly iìWGst hi« funde in the most profitable and safest 

areas, which do not always  coincide in the short term with development  purposes." 

Although the country has had a nationalized banking system and some other sources 

at tho national and regional level which have made it possible to channel resource, 

into industrial development, no flexible and dynamic machinery like an investment 

corporation has in the past been created to encourage and promote the established 

of new manufacturing activities genuinely beneficial to th~ country. 

me«t ^ J^ff^1 ^Tf.3' thc rcmainin« enterprises fall mÍBláo thc devel 

W    Subscribed by Arthuf Ö-  Little, Inc. and published by the Centre for Extort 
and Ixnrosrtment Promotion in San Jose", Costa Rica, January I970! ^ 
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The importance of taking a decision in this respect was stressed on many oocasions, 

inter alia, "by the Department  of Economic Studios of the Central Bank of Costa Rica 
• • i •  • • '  ' ,./ 

and by the Planning Office-^, and mere recently in the document already referred to 

on n«W financing machinery fcr industry and exports published by the Centre for Export 

and Investment Promotion in January 1970« 

On 16 November 1972, by Law No.  5122, the Costa Ri can Development Corporation 

(CODISA),  an enterprise with mixed State and private capital—'   directed towards 

promoting the economic development of the country by strengthening Corta Rican 

private enterprises in the context of the national mixed economy system was set up. 

In order that the Corporation nay fulfil itt objectivée,  it has been assigned 

the following functions: 

- Preparation and implementation of specific economic development programmes 
and projects of regional or national natures, 

- Participation in international or multi-national programmes and projects; 

- Establishment and promotion of the establishment  of new enterprises; 

- Supervision, consolidation and provision of technical assistance to established 
enterprises; 

- Granting of loans to new or established enterprises, giving preference to 
enterprises which hold shares in the Corporation, provided there is equality of 
conditions with non-share-holding enterprises; 

- Granting of guarantee certificates for credit transactions being negotiated by 
new and established enterprises with other domestic or foreign institutions; 

- Systematic and constant promotion of the development of the domestic capital 
market 

- Ixport promotion. 

£7/   - Documents EE/1205 of 17 August I969 and ®/l239 of 22 September I967, 
Central Bonk of Costa Rica. 

- Industrial plan of operations for 1969» September I968, pagos 90 and 91| 
Planning Office, San José, Costa Rica. 

48/   Tho Government of the Republic holds 67 per cent of the shares, and the 
private sector holds tho remainder, or 33 per cent. 
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The Law assigns a number of functions tr the Corporation,  ranging from the provi- 

sion of technical assistance to enterprises and the prepojation cr arrangement  for 

preparation cf projeta to the guaranteeing and neg<"ti-.ting   'f resources for dovolopntent 

of nanuf&cturing activities in the country.    In this way,  the Corporation can and 

3hould plr^ a maj.r role in the: fidi of pr-ration, defining the latter as the identifica- 

tion, preparation,  financing and implementation of industrial projects which are 

very desirable for tho economic development  of the country." 

D.      Institutions for training labour for industry 

In May 1965, the National Institute of Apprenticeship (INA) was established by 

Law No.  3506.    This is a specialized training institution which the Government of tho 

Republic established to improve the supply and quality of skilled labour for industry, 

mining,  agriculture,  stock breeding, trade and services,  etc.    This institution is 

financed primarily through annual contributions by the central Government and through 

the contribution of 1 per cent   of tho total amount  of payrolls payable monthly by all 

private enterprises in industrial,  commercial, mining and service activities, which 

have a capital of ark least 50*000 colones or employ at  least ten workers,  and through 

tho contribution of 1 per cent  of the total amount  of payrolls payable monthly by 

autonomous and semi-autonomous State institutions. 

The organization and development  of the vocational training system being carried 

out by INA is one of the most  outstanding experiments in this field in Central America 

in recent years.    For the first time,  an institution is being methodically organized 

to contribute to economic development  and the improvement  of the Costa Rican people's 

living conditions through apprenticeship and the training of workers for industry and 

other productive activities in the country. 

INA's report  on its  '.;<. rk   for I965-I967 contained two important remarks on tho 

Institute's operation which deserve to be quoted because they reflect aspects of 

that work which aro of great benefit to the country in general and to the industrial 

and commercial sectors in particular: 

"The first relates to the rrtremely important work being carried out by tho 
Manpower Section, which, within the Institute, is in charge of carrying out the 
required field studies, using various scientific methods, to determine what the 
real needs with respect to skilled labour are throughout the country.    Through 
these studies,  INA planu the resources which ix  should provide, adjusting itself 
to the real domr.nd whieh has been ascertained.'•' 

tti^MHWHl 
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plant training pro- che second aspect which deserves to be pointed out  is the 
gramme.    INA workers go to the plant  and train co-ordinatorü there who then 
repoat tho  courses for their own colleagues.,; 

"In this way, the Institute'G training capacity is multiplied.'*-^ 

In addition,  as was explained in chapter I,  part P,  above, INA noes several means 

of vocational training to carry out its task:    training,  supplementary training, up- 

grading,  specialization and apprenticeship. 

The forerunner of INA, from i960 until the Institute's establishment in I965, was 

the Social Training and Apprenticeship Office, attached to the Ministry of Labour and 

Social Welfare. 

Despite the  economic, technical and personnel limitations,  its .activities penetrated 

to many parts of the country.    This preliminary work was terminated with tho establish- 

ment of INA, whioh absorbed the Office. 

More recently,  on 10 Jum 1971, the Cr sta Rien Institut* of Technology was 

set up under Lavi No. 4777»    It will be responsible for technological and related 

scient if io education oriented towards meeting the needs of industry, mining and 

agriculture, and those branches which are .necessary for increased production and the 

socio-economic development  of the country. 

The Institute will have schools for training medium-level technicians, schools of 

higher and professional studios in the various technical disciplines,  schools for 

graduates and a research centre.    Thus,  it will be responsible rot  only for training 

medium-level technicians to meet the industrial devolepmcnt needs of the country, but 

also for affording tho pupils trained en opportunity to continue with advanced studies 

and to develop indigenous technology through the establiahment  of a technological 

research centre. 

In April I963, in order to achieve greater efficiency in the administration, 

production and sale of industrial enterprises, the National Productivity Centre  (CENTRO) 

was established by the Government of the Republic with the assistance of the 

42/   National Institute of Apprenticeship (INA), Memoria de Labores (Report on 
Work),  I965-I967, San José, Costa Rica, page 49. -——•-----—- 
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International Labour Organisation (ILO).   At the outset  it received assistance from 

the Chamber of Industry, which temporarily provided premises and furnishings.   Until 

around I969, it supported itself out of the resources obtained in payment for its 

services.    CENPRO's work was basically oriented towards the development of programmes 

for middle and operational management of private and public enterprises.    This appears 

to have been the greatest effort made in the country with regard to training 

managerial personnel for industrial enterprises. 

At the regional level, the Central American Enterprise administra ion Institute 

(IKCAE) has been operating since I964 as a multi-national agency devoted to training, 

research and consultancy in the fields of enterprise administration. 

INCAE was set up with formal assistance from the Harvard Business School, which 

has had a considerable influence on the design of its educational programo« and on 

the training of its teaching staff.    The two institutions maintain close contact 

through faculty exchanges and joint research and development programmes relating to 
individual cases. 

INCAE works in close association with the crrtrepreneural community of Central 

and South America through an active associates programme, short seminars and annual 

high-level management programmes for high executives. 

The high-level management programme has been organized annually since 1964, and 

there are now 644 graduâtee^ 0f whom 12.1 per cent, or 78 graduates, are from 
Costa Rica. 

INCAE represents an additional effort towards filling out the training of the 

management personnel required for the adequate development  of industrial enterprises 
in the country. 

E*      fflher institutions concerned with production and industrial development 

Under Law No. 408I of 26 February 1968, the Centre for Export and Investment 

Promotion was set up to further all activities aimed at the promotion of exports 
and investment. 

¿2/    (Instituto Centroamericano de Administración de Bnpresa« (mCAE) Cu»t• 

Anos, de-Pr^eso: J968-1972,  Informe del Reo tor t (c). Programa de Alta Gerencia) 

(Central American Enterprise Administration Institute (INCAE) Pour YearS~0f ~?rogr**Bt 

1968-1972, Report by the Rector,  (c) High-Level Management Programme). 

UM 



- 53 - 

In order to fulfil these objectives, the Centre is to carry out, inter alia, the 

following functions: 

1.      To promote exports: 

(a) Identification of new exportable products; 

(b) Provision of technical assistance to exporters; 

(o) Co-ordination of the private and public sectors in matters relating to 
exports; 

(d) Research work for opening up new merket s to domestic exports; 

(e) Recommendation of inoentives to exports cf products outside the 
Central American area; 

(f) Training with respect to experts with assistance from intenurtional agenoies. 

2*     To promoto investments: 

(a) Identification of industrial and agricultural investment opportunities 
directed especially towards new lines of exportable production or suoh 
lines as would result in economies of foreign exchange through iaport- 
substitution; 

(b) Talcing of an intorest in the carrying out of feasibility studies for 
new investments; 

(o)   Broadest possible dissemination of information on these opportunities 
among individual investors; 

(d) Maintenance of an up-to-date fund of genoral information of interest to 
investors such as: 

- Regulations relating to new investments, 

- Tax ana other incentives for industry, 

- Regulations governing companies an", enterprises, 

- Availability and cost of labour, 

- Appropriate location for the establishment of new •grieul"tu*al and 
industrial act i vit i e B, etc.; 

(e) All other measures considered appropriate to promote investment here, 
including collection of information on markets outside the Central American 
area. 

The Centre is now a promotion agency which effectively and directly contribute* - 

through investment promotion and the development of exportable products - to the 

development of industrial activities in the country.    The Central American Export 

Promotion Programme (PROMECA), which originated in a reco amendât ion by the first 

joint meeting of the Economic Council, the Monetary Council and the Treasury Ministers 

cf Central America held in Managua, Nicaragua in November 1967» h&s been operating 

at the regional level. 





1.0 

I.I 

111 
I» 

12 5 

iu 

11-25 • 1.4 
b¿ 

l¿ál. 1.6 



- 54 - 

2. 

The programmo established at the outset had the following objectives: 

* ESy+T*1?11 Ín !?° fonBulatioa of a policy for the development of non- 
onf n tT doSí        XVh/- CÜnteXt     f CentMl ^^ ec^ic intention and in the development of M appropriate inf struct uro for its implantation: 

" tÌSìÌ^ÌOn ^d
+
prcmotion of specific projects for the export of non- 

traditional products outside the  region. 

So that it might  fulfil these objective,, PROMECA was assigned the following 
functions? 

Economic Intoni» „lth rospoot t0 OTC°•~^ SSÄ«, 

non-traditional product"outrt^ >L    flnOTCln« Projects for the export  of 
Q.noral Treaty oTStntaSÍ^ T f*10?' •? wit\the Secretariat of the 
trace PoHcy and oxpfrt'^oíÍ^ I"*8«*0'10» <SIECA) 1» "-U* -iato« to 

^~ S'fof r^^^ *-— *. t„e 

"==•~^^ — or 

Jta Contrai «o. Export Paction Programo (PRCMECA) haB oo„n teohnloall, 

~ion of a «rooter.    Thoec ^ cover infolio», reeoaro,. an, ^ 

3. 

4. 

5. 

6. 

of Economio Affairs and Trade of Bond«•.    +Í   £?     (CEKAPE), th«. General Direktorat« 
EXPOIOTIOS) and the Sostali^ CensoriL^Tf ***>***"*<*** Coat« 

(PROMOCENTHO). for Expcrt «** Investment Promotion 
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PRQIIECA's work constituios a genuine effort in the promotion of exports from the 

Central American aren,    áS a result of tho efforts made by the Central American Bank 

and the Secretariat  of the General Treaty on Contrai American Economic Integration 

(SUCA) through PROMfciCA, wc are able to say that Central America has started exporting 
52/ non-traditional products outside the area.*-' 

PBCMECA's action in tho field of the country's industrial development has primarily 

node itself felt through the co-operation and tcchnioal assistance which the Programme 

has been providing to national entrepreneurs and industrialists through the Centre 

for Export and Invest ment Promotion. 

oeniroamerioano para el fomento de lai 
ai Aseri can Export' Promot ion Prograne ( 
Integration) January 1973« 

ST 
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TABLE 13 

COSTA RICA»    PRODUCTION, NUMBER OP ESTABLISHMENTS AND 

PERSONNEL EMPLOYED IN INDUSTRY 

I958 and I964 

Totals (i»B»C) 
Number of enterprises 
Number of employees 
dross value of production 
(thousands of colones) 

A»     Enterprises employing more 
than 69 persons 
lumber of enterprises 
Number of employees 
Oross value of production 
(thousands of colones) 

B.     Enterprises employing between 
10 and 69 persons 

Humber of entperises 
Number of employees 
Gross value of production 
(thousands of colones) 

.C.     Enterprises employing fewer 
than 10 persons 

Number of enterprises 
Number of employees 
Gross value of production 
(thousands of colones) 

Industrial Industrial 
census 1958 (#) census 1964 

5,976 5,808 
32,071 33,254 

771,812 100.0 1,271,138 

42 55 
5,556 7,330 

264,861 34.3 420,969 

411 487 
11,142 111356 

350,339 45.4 548.363 

5,523 5,266 
15,373 14,568 

156,622 20.3 301,806 

(*> 

1C)0.0 

33.1 

43.1 

23.8 

Sourest    Industrial censuses of 1958 and I964, Oeneral Btrsetorate for Statistics 
and Censuses* 

i 
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ANNEX 

COSTA RICA:     METHODS USED IN CALCULATING THE GROSS 

VAUJE OF PRODUCTION AND VAIIJE ADDED IN INDUSTRY 

Classification 

1.      In order te have data for industrial production which ¿\w comparable at the 

international,  and in particular at the Central American, levels,  it was decided to 

use the United Kations Intarnaticnr.1 Standard Industrial Classification in computing 

this variable for 1950-1962.    Although the figures for gross value of production are 

rounded in all tables, greater detail was used in calculating them so as to obtain 

more reliable figures.    In ether w^rds, the rounded figures for production shown wer« 

obtained as the  sum cf figures worked out  in greater detail.    In this work, the figures 

for production and value added relating to coffee mills, cotton gins and cocoa mills 

are disregarded because these -JO not considered to belong to the manufacturing 

industries* 

In view of the impossibility of obtaining real figures making it possible to 

construct the scries of figures fcr industrial production and value added, it was 

neoessary to use indirect raotheds enabling approximate figures to be obtained for 

those.    In summary, the stops f. 11 owed in the calculations for which these methods 

were used can be  outlined as fellows; 

(1) Calculation of the grtEfj value of production for I95O-I962, based on 

the I957 census; 

(2) Calculation of the value added at market prices on the basis of the 

figures for the gross value cf production and a coefficient of value 

added for each industrial activity. 

Base prear 

2.     The most rocent real figures for production available were these for the groat 

value of production from tbe 195'/ census and the relevant reports on value added» 

It was therofnro necessary to asoertain with the highest possible degree of 

certainty the gross value of industrial production in I957, which was going to be 

used as the basu year for calculating the gross value of production in the period 

to be covered« 
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3. It waB observed that the figures from the 1957 industrial census were not able 

to meet  retirements,  and therefore adjustments wore m-xle in the gross value of pro- 

duction as shown in the census.    The most  important  of these related to uncontrolled 

production.    Come of the adjustments to the value of industrial production were based 

on work carried out  along the  same lincB under the Economic Development Research 

Project  of the University of Cesta Rica,  and others were important adjustments which 
the Planning Office considered advisable. 

4. The value of production in tho base year was expressed in current  colones.    Since 

it was necessary to express the values in the serios of figures for production expressed 

in 1962 colones, price indexes had to be established, making it possible to value 

1957 production in terms of 1962 colones. 

Quantum indexes 

5. Once the value of 1957 production expressed in terms of 1962 colones had been 

established, quantum indexes had to be prepared to raako it possible to shift this 

value of 1957 production in order to obtain the scries of figures for production for 

the remaining yecxa in the period between I95O and 1962. 

The quantum inde-es were obtained using throe main criteria» 

(»)    Volume of physical production, 

(b)    Inputs of raw materials, 

(a)   Volume of saleB. 

The limitations of each of these as indicators of the behaviour of industrial 

production were constantly borne in mind, and there was full «mrenoss of the possible 

distortions which eaoh indicator might embody. 
© 

In the case of figures for sales (in money terms) used in preparing the quantum 

indexes, the figures were deflated by Ming the appropriato price indexes in order to 

eliminate distortions arising out of price fluctuations.    Most of the information for 

the period 1950-1957 fer prepering the quantum indoxos was drawn from the files of 

the Cost?. Rioan Eoonomio Development Rcsearoh Project. 
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Value added at market prices 

6. On the basis cf the data in the replies to the I957 industrial census, the 

verification and adjustment calculations carried out under the Costa Rican Economic 

Development Research Project relating to the findings cf the census and ether guide- 

lines for corrections given by the Henning Office, the table of ratios between value 

added and gross value of production was prepared.    These ratios were applied to the 

series of figures for gross value of production tc obtain the series of figures for 

value added (value of production minus raw mat oriels, indirect materials,  energy and fuel)- 

It should bo pointed out that the coefficients for value added refer primarily 

to 1957 technology. 

Verification of calculations 

7. The Joint Programming Mission for Central America was consulted concerning tha 

details of methods for calculating industrial production and its value addod in order 

to ensure the comparability of the calculations at the Central American level.    Alto, 

the values of production broken down by three-digit ISIC groups for I962 wore reviled 

in the light of the findings of the Industrial Survey of 1962, «¡deh was carried out 

by the above-mentioned Mission in the Contrai American countries using sampling. 
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