UNITED NATIONS

o GEN®RAL
ECONOMIC |
E/CN,12/167/4dd,.1
A N D 1 May 1950
ENGLISH

ORIGINAL: SFPANISH

SOCIAL COUNCIL

i

TCOMOMIC COMMISSION FOR LATIN AMERICA
Third Session
Hontevideo, Uruguay

5 Juns 1950
LGRICULTURAL CREDIT IN COST. RICA
Tahle of Contents

Page

INTRODUCTION 4 4 o o o o o o« o o o o o 5 o o o o o o o 3
CHAPTER I, THE PRESIENT CREDIT SYSTEM o & v v & o o o @ 12
L, Branking Legislobionl @ o ¢ ¢ ¢ ¢ ¢ o o o o o o o o 12
B, Sources of Creddt . ¢ 4 o ¢ ¢ ¢ o o o o o o o o 15
1) The Central Bank of Costa Rica . v o o o o 16

2) Commercinl DAIKS o o o o o o o o 5 o o o & 25

3) Mortgase Benkdng., . . . . e i e e e e s 27

4) "Banco Nacional Je Costa Eiea! (7 ti»ncl Bank
of Coste Rica) . . . .
Morteage Department . ., .
Commercial Department . .

CHATTSR II, AGRICULTUR.L CREDIT 3 THRE NATIONAL BANK, . 37

CII-APTER III, CREDI’A{.’ FOR SI\'L:.LIA FL(I\/L'ERSD e o o e o o e o 1','6

1, Historical *ocKsround. o o o o o « o o o o o o & L6
2, Orzanization . & ¢ v v @ o ¢ 4 s 4 6 0 0 s e e s L7
3. Operations o v o ¢ ¢« o o o 6 4 0 0 o b e e e e 50
Lk, Different tycs of credit granted by the "Juntas® 52

Ao Loans madc with funds of the Commercial
Department of the Bank at short or medium

terms . L[] L] . L] L] [ . * L] . L ] L] L] L] ] * 52
a) "ivis azgrfcola™ (Crop lorn) o o o & 52
b) "ivio gancdero" (Livestock loan) o . . 53

c) M"ivfo agricola especial? (Speciel Crop

LDa«n) [ ] [ [ L] L] L] L] L] L] L] . L] L] L) . L] 53
d)  "Fomento Ganrdern! (Livestock Doveopment
lo{!ns) . L] L] . L[] L] L) L] . L] L] L] . L] o L] 54

/e) Refaccionario



E/CN. 12/167/L~n

Pc"'€32
Pepe
¢) MRcfaccionario Genadero" (Livestock
Improvement LOons) o v o & 4 4 & & o o o ob
f) "Rcfeccinnario Moblllarlo" (Chattel
Imoroverict LocnS) o o o o o o o o o o & 55
g) '"Refaccionerin Inmobilierin" (Real
Estetc Improvement Locns)e o o o o o o 55
h) ,"Foments Rural" (Rural Dpvol rment
LO™NS) v ¢ o o o « o o o o o o o 0 4 . e E5
B, Lnans mare with the fun's »f the Mortgsge
Denartment »f the N-tionel Bonk ~f Chste
RICT 4 4 4w o o o 5 6 o » s o 2 8 8 o o o o » 56
a) "Refaceinnaris ¢nn:biliariv"(ﬁafl Tstate
Mﬂrtgﬁqﬂs) e ¢ % s 8 s s s s s . 56
b) "Fomento “un'rer)” (Ilv\Ju)c; Develanment
L_)Lns) S o e 8 s 8 0+ .+ ¥ s » . 57
c) "Fome et &hral” (Fural Dovel~piment L\“'q) ,
5. The ;ortfolis »f the system »f ”Juutio Rurcles! 57
JNNEX w. THINGCICL BRANCHES OF - GRICULTUR, L 1 RCDUCTIO
THOCOST. RICH v 4 v 6 v o 4 8 ¢ o & 8 o = s @ £3

JINTRDUCTI. N



E/CN.12/167/44d.1
Page 3

f

INTRODUCTION

he economic development of Costa Rica presents features similar
to those of other Central /merican républics- ‘The outstanding
characteristice of this type of development rare the product of.
evolution from e colonisl zcoriomy towerds ¢n ecoromy. of monoculture.
The cconomic structure of the country has besn destermined by the
productior. of coffee, which started in the middle of the nineteenth
century, anc later - and to a lesssr degree - by banana-growing. On

usad the dsvelopment of foreign trade,

[45]

the one hanc thess crops nave ¢
but on the other thsy hrve resulted in th: concentration of immovable
property and f:voursd the exprsnsion of th: pozontgs system, togsther
with = Gueline in the relative importenc. 57 tiiz procuction of
commocitizs for intsmrl consumption.

‘noth:r rcsult of morocvlturs is that th: zcornomic uphsavals in
incdustrial cuntres whire coff.e ance bananas cre corsumed heve had an
immedicte reporcussion on countriss in ths poriphory such 2s Costa Rica.
Th: cacloration of var in 1914 hed o conegiderable cffsct on all
coffic~producirz countrics, and the chief festure in the history of
banking in Coste iice counsists in the attompt mads by government since
thet time to wnforc: o crodit policy in orcur to countsract in so fer
s possible the adverse sffocts of the cycles Un scvourszl occasions,
and particularly in poriods of deprussion, the Gov.rnment hos done its
utmost to hclp ths fzrmor by moens of a credit policy on an oxtensive

/sca g with the
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scalc, with the object of stimulating the developmant of tha activities
within the country.

This hes bean thoe casc from 1914 up to the prosent day, end
although the banking and credit policics have changed scveral times to
adapt thomsulvss to the ecornomic social or political situation, the
conccpt of the noed to help the farmers has beon cver-presont.

Tz will cndeeavour in this irntroduction to study the svolution of
agricultural crzdit in relsetion to thz cconomy of thz country as a whole,
particularly in rcgord to moncy, craedit end banking.

The 1914-1949 cpoch can be c¢ivided into two main psriods: from 1914
to 1936 there was an absence of state contrel and a disorganized banking
system.  The Benking Law of 190Q, which was in force during ths whole
of this poriod, geve the Sseroterio de Heedunde (Scerstery of the
Trzasury) complote control over all banks. s is notced by Don Rocrigo
Facio in his study on "Currancy =nd the Contrel Benk in Costa Rice" ("La

Woncda y la Bence Cortral en Costa Fica"), the lack of concrete

7

information regerding barlking operstions made it practically impossibleo
to ¢xcreisc ony such control, or at 1l:est roduced it to a purcly
athical control.

On the 5th lovembor 1936, Decrces MNos. 15 end 16 wore promulgatod,
providing for the cstablishmint of 2 rationel benking systom which

facilitat»é ths profitebls covelopmant of agricultural cr:dit.

1914-1936 FPoriod.

The world wer couszd temporary disorgenization in the coffec market
end restrictions rigerding loons to Costa Ricen farmcrs. On the onc hond,

/the Governmant
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the Government neocded crodit to maot its own axponcitures, ond on the
othor, it was cssuntial to provide immeciets assistence to ths farmers
of the country.

Thz Government cccordingly pesscd 2 éeries of mzcsurss which had
profound roporcussions on thie sconomic lifc of tho country. It creatced
the Internztional Beank of Coste Ricr, the first Stoto Bank in Cuntrel
imerica, "nd enforcod non—conv.rtibility. 7t the srme time the first
Cojos dsz Crédito Rural (Rural credit ngenciocs) wers formcds

o now Bonk issucd four million colones in non-convertible
bank-riotes. Eelf this issue wrs to bs lint to the Government, andc the
other nzlf to formors.

hori-convortibility, which mceont the suspounsion of the gold standarc,
resulted in infl-tion-~ry policiss curing scvoral succoccing odainistretions:
This is charectoristic of the history of thi: politicsl cconomy in Costa
Rica.

The crention of thoe now Bank roblsd the Govornmont not only to act
in the fi21d of credit, but =lso tHy have an 2conomic dovaelopmant policy:
The crzation of the first "Cnjas de Credito Rural' provaed to be
velueble cxperierce which led loater on to the zstoablishmunt of the prosont

"cistoms de Juntas furslos de Cricito" (Systom of Rursl Crodit Boards).

This first sttoempt f2iled, meinly on nccount of an.insdcquata
acéministration ~nd of lack of funds, o thot, shortly =fter 1914, the
farmers wer: without 2ny 2fficiont sssistence on the part of the Banks.
During thst perioc the wcoromy of the country as o whole suffered from
the efficts of the world wor snd from the conssquences of serious
politiczl cisorders. It wrs rot until 1922 thot 2 periocd of stobility

/supervened,
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supervened, which was merked, from the finaneial viswpoint, by the
crzation of & Cajo dz Conversion (Conversion Dopartment) which wos the
only -gency to have the privil:g: of issuing benk notes sgainst gold
an¢ forcign currencics. The purpos: wes to schisve the stebility of the
colon-by moint~ining the <oll-r .xchenge at 400%. Thus begoen 2 parlod
of prosperity which roachzc its petk in 1928 o~nd onded with the 1929

crisis.

-3

This poriod wes mnrked by 2 scerizs of moeasurcs boneficinl to thc
sconiomy of the countfy mc mory specificzlly by the craotion, by the
dserss of Jonuory 20th 1627, of the Cridito Hipotecario (Mortgage Credit
Benk) .

This institutinn was formed without sry copital, ona sected solely
ag =n intormcdinry botucen copitnlists -nd mortgngses. It mede loens
for = period of 20 yeors ancd over, ot o rote of interest not exceeding
8% per ~nnume. The Cré&dito Hipotecarin <id rot give legal tander to the
mortgagea, “but bearzr bonds which were gusrantecd by the mortgoged
property, the Bonk, anc the Govsrnment anc wlhidch could be discountec.
Thz Bank reeoived thom in part or full payment of the cebt ot their
nominal valuc.

Wt first ths schome proved o success. The crpitelists 2ccapted the
boncs willingly. The rate of intercst on mertgrnge locns wies lowsreds
iccorcing to Mr. Tomfs Soley Giell, the gencral rats of in£urcst in the
mrrkot £211 from the rate of 15% to thot of 87 which hed buen fixed by
thz new Bank.

The success of the Crédito Hipotuesrio was such that having cxhsusted

/the capacity



B/CN,12/167/044.,1
Faze 7

the capacity of investment of the country, it wes =2ble to ssll bonds to
Spanish cepitalists to the extont of four million cdollars.

Unfortunctoly the 1929 crisis hac a series of cconomic repercussions
which affected the covelopment of the Crécite Hipotecaric curing the
1929-1936 periods  The depression had repercussions on the fiscal policy
and the Govornmernt ussd the Internationsl Berk to issuve non-convertible

currency os it hac donc in 1914. 7 serics of mecasurcs teken at this time

7/

1

s:rs, ene the period

-

gracurlly ceoprived the Caje dz Conversion of its po
of finrncisl stebility ond convertibility wes svcceedec by a period of

sxchengze control by 2 Juntz ce Control de Cembics (ZExchengs Control Board).

17

Accorcding to Coste Rican cconomists who have macde a  earsful. study of
this porioc, these measures hea disestrous effects on the currsncy and
or the credit of the country. Yet thaey cannot be caid to have becn bad
from the stendpoint of the <ufence of rzricv’tur~l interests. Some of
them scrved to counteract the zffects of tiw zrisis on farmoers and
espucicrlly on tho 1ond tonure systam.  Tha lew of the 15th January 1932,
which suthorizsd the desus of s#ix -112ion colones by the Intcrnational
Bank, leid doum thet 1,250,000.00 c~lon:s wore to bs szt esicde for the

"Cricito Hipotocario.

"mile its finencisl rescurces weres baing incre in thisg mrrncr,
2 morotoriun in fovour of the Crédito Hipotscario wes crerced in Jenuary

1933, and its ~dministration wrs hencded over to the Intsmetionel Bank

for purposcs of liquicets The some year sow the fixing of the rote “r

[eR A

of 6% for mortgagce rront debts, nd 2 morotorium was
grentec to debtors who prid intercst with punctu~lity.

/inothor neasure
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inother measure adnpted by the International Benk of Cnsta Rica
which wes extremely velueble was an issue of 8 millien celcnes in the
form of bonds et a rate of 3 ®er cent interest and 2 per cent
2mortization. Half of the funés obteined by these means were destined
(4,900,000.00 colones) to loans for coffee producers, 1 millien for
loans guerenteed by livestrck, and 1 million for the Government to
provide employment through expenditure in public weorks.

This issue of bonds wes ~ success. The gusrantee was perfectly
safe. On the one hand the International Bank could in the lest resort
issue currency to emortize the bonds. On the other hend, there was
an excess of currency in circulation and for the private banks the
acquisition of bonds constituted safe and profitable cperations.

From the farmers' standpoint, the frcilities offered made possible
the continuence of their activities, onc prevented the concentration
of property into a few hands, which might well have occurred if credit
had been lnacking.

“hile thcese uscful measures were baing carried into effect, othar
frctors were causing confusion in the banking system. The exchenge
control systcem which wes put into effect in 1932, had not produced
the results that were hoped for ond it had to be aboandoned in 1935.

Thesc sudden changés created an atmosphere of anxisty regarding
the banking policy of the country. In any casc the Intcrnational
Benk nceded reform. In the course of time it had bocome involved in
various nctivitics, end the time hzd come to reorgenize its entire
structurc.

/In these circumstences
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In these circumstances the Internationsl Bank, with Govermment
spproval, invited Dr. Max from Chile to comec to San José of Costa
Rice to reorgenize the banking system of the country; this was in
1635. His mission resultcd in the promulgation of two laws which
laic the foundations of the finencial and crcedit system of Cesta
Rica. Thesc were Lews No. 15 (Gensral Banking Lew) 2nd No. 16 (Lew
of the Netionzl Bank of Costs Ricn, tho successor of the former
Internaticnal Benk), both of November 5th, 1936.

These two lerws, ard perticulerly ths Lew of the National Bank,
had profounc rcpercussions on the country's agriculture. The
creotdon of the lNortgage Department and of the "Scccidn del Crédito
Agricole dcl Departomento Comercizl" (Agricultural Credit Section of
the Commarcisl Department) in the Nationnl Benk were measurcs of the
very greatest value and will be studizd in the course of the present

report.

1936/1949 Poriod

The system of benking cstoblishad by the Lews of 1936 have
cnablzc ths country to go through tho serics of cconomic chrnges
which heve occurred during rccont years without serious locsscs.

The 1936/1949 period ¢on be divided into four perts. From
1936 to 1940 thce banking system functioncd along the lines cdetermined
by Dr. Max; tho Republic's budget wns balenced end cven showed
surpluscs, and the bolmncec of payments was favoursblc, although
the trade balence was negotive.

During this perinc egriculturcl credit progresscd end the

/outstending leans
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outstanding locns made by the "Juntas Rureles de Crédito Agricola™
passed from 145,295 coloncs in 1937 to 1,731,525 colones in 1940-

From l?hO to 1944, encd especially since 1941, there was an
inflationary tondency; the government expenciture rose and therc
were budget deficits; the Balence of Trade was unfrvourable whilst
the balrnce of payments remained favoursble. Outstznding loens
to fermers made by the "Juntas Rurales'" rose from 2,078,737 colones
in 1941 to 4,447,681 coloncs in 1944.

When the war endecd in 1944, the increesed volume of imports
and the decrease in forcign invastments and loens resulbed in a
change in the balance of prymonts, which beceme passive. The
untes Rurales" continued thzir cautious policy and increasec their
outstanding loans from 4,930,621 colones in 1945 to 9,307,657 ccloncs
in 1948.

In 1948 2 new period in the benking history of Costa Rica was
inaugurated with the promulgntion bf Dceress No. 71 and No. 313 of
Junc 21 and Decamber 29 respectively, whersby commercial banks were
nationalized.

It is not yet pessible to determine the extent te which the
seic cdecreces modificd the system of credit for farmers. It cen,
however, be stated that in 1949 there was 2 large increose in loans
mede by the "Juntas Rurales'.

It can be scen from the above that the policy of the National
Benk (the only institution offering loans to farmers on favoursblc
terms) has always followad the seme line 2nd has remainsd both

/prudent and
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prudent end progressive in the midst of economic chonges cue te
varietions in the national er internectional policies. The results

go to prove thaot the policy followec by the "Juntas Rurnles! has bcen

o

goo( oncs In the coursc of the present report it will bz scen . that’
the results havé bcén satisfactory from the stondpoint of the security
of the investments. We shall also sec that agricultural procuction
has been showihg}a stendy rise, and that the'Juntas Ruralod' have
cxercisel a stabilizing influcnce of an.unox cption~ble kind from the
social point of vicw.

The "Juntas Rurslcs ce Crécito" of Costa Ricn give an example
worth following. Their dovelopment has becn possible because of the

¢zsirc to scrve shown by the staff, and alss because af the country's

tracition concerning sgriculturel cradit.
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'CHAPTER I

THE PRESTNT CRIDIT SYSTEM

A. Benking Lzgisletion

Tha

Banking

was to integrats

basis of
Low (oo

onc. coorcinote the

the country.

15 of ths 5 Novembe

the benking logislation of Costa Rica is the Gencrel

r, 1936), the purposs of which

verious. benking institutions of

The tondoney towercds the intogrstion of the banking system

beesme more morked in 1948,

Ropiblic

~nc thc

a" (Dzerees Noss 71 and 313

nationnlizaed 211 commercisl beanks.

of 1936
on¢ for
The

cmains in force insofer =as
this rorson it is uscful to

Gaeneral Bonking Lew cdefincs

1Junte Fundodors ¢z 1o Segunda

of 21 Junc an<d 29 Dacambor)
Nevoertheless the banking low

its brsic principlses are conccrned,
JxX-mirs its mrin provisions.

os o Benk Meny lognlly censtitutced

entity who rcecives dgoposits of ony kind ond who invests thesc

ceposits, togothor with its own cnapital sither in its own concorns,

or in the form of lo~ns of rny kind!.

This clessic cefinition, which is of course cpplicable to

nation~lizzd bonks, heas beon ussd in order to detormine which

ergonizations coms within the scope nf netionclization.

The
benking
ton por

spceinl

DS Annum-

Goncrel Banking Low olso provides for the ddstribution of
& p

profits, limiting tho pryment of (iviiends to o

N

moximun of

cent por onnum on the paicd=in cepitsl until the legnl anc

rzserves arc constituted, and sub

Thesce provisions, which

scauently ~t 12 per cent
cxcrelisced very considerable

/influonce on the
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influcnes on the bronking system, ceascd to 2pply when thae benks ware
netionnlizec.

The Gonornl Banking Law a2l1so includes in its first article,
provisions for the lognl liquid asscts and minimum logel liquicd assstss
The lsw cotormitios which assits ean be considerad =s liquid, as well
28 the minimum liquicd asgets thet chould be meintainsd as o guarantee
of the ceposits (20 per cent on the tot~l value of sight 1lisbilities
enc 10 per cont on the totel valus of other lirbilitics). (Sce Table I-1).
This w~s porhaps the most importsnt of the provisions of the Gowneral
Benking Lew, since it wes essumsc that ence the Low's reguirements
were fulfillod, the banks could receive the suport of the bank of
issuc acting &s benk of brnks.

Other importert arovisions of the Gonersl Nonking Lew were
those referring to banldng mnd forzign cxoonzz operntians and te the
"Superintencerncis de Boncos!.

The Lew ocstrbliched thot the "Suvcrintendencie de Bences" 1s a
depencercs of the "Scerctrris <o llrcisnas? (Szeretery of the Treasury) .
It wes the function of the "superintandents!" to suparvise the Renks.
Recontly the "Superintonicencia de Brncos" hos boen incorporstad in the
Contr-1l Benk wnder the denominstion of "iucitorie Gensrsl o Bencos!s
The functions of thoe "iufitori- Tiner-l ¢ Boncos" have boen, so far,
the srms 25 those cstrblishad by the sbove mentioned Gener=1l Benking
Law for the "Surcriitsndeneis J¢ Beneos".  The "luditor General’
(Gencrel ‘wditor) con carry out inspictions snd esk the Benks for
stotomonts tint refliet thoir finqoneisl position.

/Ths provisisns
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The provisions that heve influencecd mest the banking structure
are the cbove mentioned Decrees Nes. 71 ancd 313« The banking system
has bcen complcetely chenged, from the legal point of view, by
Lrticlc 1 of Dceree No. 71.

".rticle I. Privatc benks src noationalized. Only the State can,
through its own banking institutions, mobilize the cdeposits of the
public™".

Article IT of the same Decruc provides furthor: that "shares of the
Banco. de Costa Rica, the Banco &nglo Costarricense and of the
"Crédito ‘gricola <c Cartagn! are oxpropriatec on grounds of publie
policy. Tha Stete, through its Ministry of Economy, is to take
posscssion immaCictsly of these banking institutions. The forms

enc. concditions of peyment of tho expropriatcd sharcs will be provided
for in = subscoucnt Jecree™.

Decrac No. 313 of the ”Junta Funcacora e la. Segunéda Republical
logally =nc finencis1lly consolicetes the nationzlization of the
benking cystom. In its frticls IT, it cefincs what is the national
banking’systum, which is composcc by: the'"Banco Nacional de Costa
Rica', "The Banco de.Costa Rica", the "Banco Agrfcola de Cdrtago"
(the specific functions of which will be cetermined subséquently), and
the"Caja e Smortizecidn c¢ 1o Deuca Pdblica! (imortization Fund of
the Public Debt), es well os any other institution which could Be
“incorporsted into ths system if it is deemed acdvieable. Since the
28 of Januafy 1950, there cxists in accdition, a benlk of issue, the
"Banco Central ce Costa Rical (Contral Benk of Costa Rica). Its methods
of opcretion as well =s thos: of the other benks will be dealt with in

Scction B of this chepter.
: : /B. Sources of Credit
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B. Sourccs of Crecdit

The sources of crocdit in Costa Rlca are

(1) The Central Benk of Costa Rica;

(2) The "Sistoma Bancario Nacional" (National Banking System);

(3) The Banco Lyons (Lyons Bank)

(4) The coffec millers and oxporters of coffae

(5) Other privetc money-londors.

The main source of crocit is the national benking system, ond
in perticular the National Bank of Costa Rica. The Iyons Bank
performs all banking opcrations, but as it docs not reccive doposits
anc operates solcly with its own capital it hes not been nationrlizec.

The coffee millers anc other privete moncy~lencers make loans

3!

mainly for coffce production and marksting, and oct to great extent

as egents of the Netional Benk, which mekces use of thom in order to

make funds cesily availablce to the procuccrs.

1) The Central Bonk of Coste Rica. The Contral Benk of Coste Rica is

of recent founcdation, having baon 2stablished by Lew No. 15 of

2 Jenuary 1950. It is primsrily = benk of issue and a regulator of
crecit operations. Before its establishment, banknotcs had been
issuacd by»the "Deportamonto Emisor" (Issuie Department) of the
National Bank.

The governing bocy of the Central Bank is the "Junts Directiva!
(Boerc of Dirccters) compescd of scven cirectors, the Minister of
Economy enc Finance (ex officio member), 2nd six persons clectced by
the "Consejo <c Gobierno!.

/Thz Govaernmont,
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The Government, ~lthough it eppoints the members of the Junte, dees
not intcrfore with the administration of the Bank. The dirccters
alone =rc responsible for the acdministration ancd arc personally liable,
with thzir privatc possessions, for losscs incurrec by the Bank as a
result of opcrations forbidden by law.

The capitzl of the Bank ~mounts to B,OO0,0DO colones, and its
rcserves to 1,500,000 coloncss

The Centrel Bonk possaesses 211 the powers of the former Departamento
Emisor (Issuec Depertment) of the National Bark; but the lew of
2 Janurry 195 haos meds a number of innovations which may have highly
importont conscquences for crecit in generel, and particulerly for
agricultursl cradit.

The Departamento Tmisor (Issue Department) of the National Bank has been
able to contrcl the credit of the countr; !~ means of the faculty to
deternine and alter the rates of re—discou.w, discount and interest on the
operations it porformecs Th: Contral Benk Law wicdened thesc powers.

In the oxplcn~tory scction of the law it is statcd that "the expronsion
of thc cconomy of the country impli:s that new mcthods should be
acoptec for credit -~nd that, insofar as possible, quentitative and
selective controls should be 2pplied". The esscntirl provision of the
law is contained in Jrticlc 9.

srticlec 9. "Tha Centrnl Bonk shall also have the power to establish,
according to » goneral snd uniform standard, rules and regulations to
which the netional brnks shall conform with regarc to the grenting of
crecit, in order to concilirte its social duties with the need to
ensure its liquicdity =nd solvency.™

/The Central Benk
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The Centrgl Bank is thus enabled, by its rediscount policy and

by even more cCirect action, to regulate credit. [lthough it has becen

created recently it hes slreacdy taeken steps to orient credit end has

given particular attention to investments which are lisble to fosper

the cconomlc development of the country.

In

accorcdancc with this policy the Brnk hes fixed the following

interest and rediscount ratcs on 22 February 1950.

a)

b)

For reciscount to commerciel bonks of commereizl cocuments
with terms not cxcecding 180 doys: L per cent per annum.

For rcdiscount to commercial banks of cdocuments related

to agricultural or industrial operations, with terms not
exceeling 360 days: 3 per cent por annum-

For rcdiscount to commercial banks of cocuments connccted

with opcrations of the'Seccidn ce Cridito iLgricola e
Incdustrial' (‘griculture and Industry Scction of the National
Bank) with tcrms not exceccing 360 cdays: 3 per cent per annum-
For rcdiscount to commercizl banks of cdocuments connected

with pricc control opecrations mecde by the "Consejo Nacional

de Produccién" (liational Procuction Council): 2 per cent per annum.
For loons to the Commercial Depertment of the Netionel

Bank of Costa Rice, intended solely for the financing of

the "Juntas Rurrnles de Cricito .gricola", with terms not
cxcceding 0 doys: 1-1/2 per cent per annum.
For loans to commcrcizal benks, with tcrms not cxceeding

90 days: L per cent per snnum-

/The Board of
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The Board of Directors of the Central Bank of Costa Rica also
esteblished on 22 Februery the meximum percentages that the commercial
benks might cherge in addition to ﬁhe rates of rediscount of the
Centrol Benk, in the form of interest, discount, commissions and any
other chargss, without the relevont credit documents ceasing to be
reciscountrsble in the Central Benk.

a) For current commercial cocuments: 2 per cent per annum
b) For cocuments relating to agriculture, livestock
and incdustry: 3 per cent per annum
¢) For documents connccted with transactions relating
to the fottening of livestock: L, per cent per annum
¢) For cocumcnts connceted with transactions in the "Scccidn
ce Crédito Agricola ¢ Incustrial': 4 per eent per annum
e) For Cocumecnts connected with priec control cperations me.de
by the"Consejo Nacional de Procuccidn': 2 per cent per annum
f) For cocumcnts relating to the finoncing
of the coffee hervest: 3 por cent per annum.
It must be noted that the Central Bank gives merked prefercence to
rediscount of Jocuments releoted to lozns granted to farmers. it the
same time, the Contrel Benk allows the commerciel banks greater
mergins for non-commercicl transactions. The Central Bank recognizes
moreover thet agricultural credit is more costly. Too great a
narrowing of thc mergin would result in the restriction of credit
on the part of thc banks-
Tablcs I-2 to I-6 complete the informetion available on the

/Ccntral Bank
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Table I-2: International Monetary Reserves held by the

Netional Banking System of Costa Rica

(in U.S. Dollars)

International Mone- Monetery Re- Deposits of the Total
. tary Reserve 9f the serves of the Public,the Treas- Internationzl
Dates Depto.Emisor® of the Commercia} ury and other, Monectary
Nationsl Benk of Beyks institutionad/ " Reserves
Coste Rica

1947 4,791,787 570,252 161,729 5,523,768
1948 4,283,582 370,416 73,150 4,727,148
1949

January 4,202,375 513,052 195,439 4,910,866
Februery 5,400,475 539,865 183,531 6,123,871
March 6,375,531 637,395 104,148 7,117,074
Lpril 5,940,148 190,959 155,245 £3286,352
May 5,407,029 316,121 144,748 5,867,898
June 4,897,683 389,779 123,219 5,410,681
July 5,082,673 917,526 400,560 6,400,759
Lugust 5,267,172 1,052,803 197,628 6,517,603
September 5,097,183 1,075,099 175,439 6,347,721
October Ll—:773 s7Ll-5 926 ,080 163 3 2714— 5 ’ 863 ,099
November Ll—yell-B 93511- 1,157,596 39,560 5,824-0 y510
December 5,967,392 994,057 167,416 7,128,865

g/ Now the Centr~l Benk of C»sta Rica

E/ Including the Cormercizl Department of the National Bank of
Coste Rica.

Source: Nationel Bank »f Cohsta Rica.
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Applications for foreign exchange in Costa Rica

during 1949.

(in thousands of dollars)

Figures supplied by the "Junta de Control de
Expertacién de Prrductos! (Exports Contrel Board)

Before 19482 i/

“fter October 1948
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1948
December 7,131 589 7,720
1949
January 2,912 430 «2,482 9,613 1,154 84, + 1,070 1,659 11,272
February -1,67C 325 -1,995 7,618 50! 208 + 386 2,045 9,663
March Le 506 - 452 7,160 9. 193 <+ 725 2,770 9,930
April - 146 494 - -~ 64O 6,520 1,265 965 + 900 3,670 10,190
Hay 27 558 - - 531 5,989 2,072 1,03 + 1,029 4,699 10,688
June - 10z 278 - 380 5,609 1,477 745 0+ 732 5,431 11,040
July - 2 20 - 22 5,57 1,605 321 + 1,284 6,715 12,302
August - 30 - 30 5,557 1,343 330 + 1,013 7,728 13,285
September - 32 - 32 5,505 1,450 124 + 1,326 9,054 14,579
October ~ 28 - 28 5,497 1,681 99 =+ 1,582 1C,636 16,133
November - 30 - 30 5,467 1,275 €3 + 1,192 11,828 17,295
Decenber .5 207 - 202 5,265 1,131 6L + 1,067 12,895 18,160
Source: Journals of the National Pank of Costa Rica, December 1949.

é/ Applications made before the emergency legislation regarding foreign
payments came into force in October 1948,
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Table I-4: Lverage Currency in Circulation in Costa Rica

Totals anc Percentages

(in thousanc colones)

Deposits in current Cash in hancs Currency in
accounts in of the public Circulation
Periods commercicl banks ' -
o ' . o -
% of % of @ of % of % of

Imount  totel Variotion Amount total Veardisticn Amount Variation

1947 91,962 56.83 + 8.08 69,661 43.17

+ 8.82 161,823 & 8.40
1948 81,186 A45.34 =~ 11.72 97,858 54.66 # 40.08 179,044 + 10.84
1949 ,
Jenuery 82,101 43.83 + 6.26 105,206 56.17 4+ 0.21 187,307 % R2.77
February 88,727 L45.72 + 8.07 105,337 54.28 & 0.12 194,064 + 3.61
March 91,879 L46+59 & 3.55 105,321 53.41 - 0.02 197,200 + 1.62
fipril 92,903 47.08 + 1.11 104,439 52.92 - 0.8, 197,342 + 0:07
May 0.209 4699 - 2. 101,787 53.01 - 2.5, 191,996 - 2.71
June 94,191 48.42 + L.41 100,331 51.58 - 1.43 194,522 + 1.32
July 96,158 49.16 &+ 2.09 99,437 50.84, - 0.89 195,595 + 0.55
fugust 97,896 49.75 + 1.81 98,861 50.25 - 0.58 196,757 + 0.5G
September 98,871 50.30 ¢ 1.00 97,693 49.70 - 1.18 196,564 - 0.10
October 99,586 50.26 « 0.72 98,560 L49.74 + 0.89 198,146 + 0.0
November 101,028 50.53 & 1.45 98,910 .49.47 & 0.35 199,938 ¢+ 0.9
December 99,492 49.28 - 1.52 102,403 50.72 ¢+ 3.53 201,895 + 0.98
lvernge 9L,420 48.19 « 16.30 101,524 51.81 =+ 3.75 195,944 + Q.44

Source: Journal of the Nationsl Bank of Costa Rica, Deccember 1945.
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Table I-5: Deposits in the Departamento Emisor=

of the National Bank of Costa Rica

(in thousands of colones)
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1947 L,378 4,570 79 2L5 - 100 28,238 103 37,213
1948 5,146 3,357 18,778 66l - 10 34,994  L77 63,426
1949
January 2,379 1,184 20,833 1,L45 - 100 34,994 305 61,240
February 2,303 3,156 23,787 1,199 - - 34,994 307 65,746
March 1,965 655 25,500 554, - 55 34,993 732  bL,L5L
April 1,193 983 25,216 534 - 103 34,993 5 63,127
May 2,909 1,745 25,979 232 - i) 20,86 5 61,119
June 2,271 1,812 27,978 025 - 5C 30,086 5 63,128
July 2,439 2,174 31,249 €77 - 10C 30,086 5 66,780
August 2,169 1,384 34,557 220 - 28C 30,086 1 68,697
September 2,108 1,472 38,317 212 - 1LC 30,086 62 72,697
October 1,49C 2,357  Ll,686 6L 140 - 30,086 1 76,024
November 1,334 2,552  Lk,668 2,239 140 - 23,067 - 7T4,C00
December 2,892 2,638 46,883  L70 - - 23,066 56 76,005

Source: Jnurnal of the Kational Eank of Costa Rica, December 1949.

a/ low the Central Bank or Costa Rica.



B/0N.12/167/700.1
Page 24

Table I-6: Loans ancd investments of the quartamento Emisor

(now the Centrzl Bank) of thc Nationel Benk of

Crste Rice, 1947-1949.

(In thoussnds of colones)

1947 1948 1949
I0/ANS
z/

Commercial Benks 2,423 63,509 81,737
Mortgage Depertment of the National Bank 13,195 13,062 12,930
fortgege Credit Bank of Coste Rica 50 - -
Treasury 8,821 8,557 8,232
Other alloncations 126 227 b

Total allocaticns 71,615 5,355 102,903
INVESTMENT “/

b

Bonds of the National Banking System - 1,459 1,409
Securities 3,950 3,826 3,668
Treasury notcs - 26,560 16,670

Total investmonts 3,950 31,845 21,767

g/ Including the Commercial Depertment <f the Netionnl Bank of

Costa Rico.

E/ Up to December 1948 the bonds 2re only of ths National Benk of

Costa Rica.

Source: Natlonzl Bank of Costz Rica.
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Centr21 Bank of Costa Rica.

Costa Rica hros & serious foreign exchange problem, and although
the strict control regulations have causec the totel reserves to
increcase, the pressure of applications for foreign exchange becomes
greater every cay (See Tables I-2 and I-3).

“The percontage of variation of the currency in circulation is
stecadily positive 2ll through the year and mey be scan from Teble I-4.

The Ceposits anc lo=ns of the"Depertomento Emisor' (now the
Central Benk) have elso incroased considerably; investments, on the
other hend, hove shown a decrease (Sec Tables I-5 anc I-6).

2+  Commcrcizl Benkse The sources of short term crecit ere the

netionalized banks (Banco ce Costa Rica',"Benco Anglo-Costarricense!,
"Banco .gricola ce Cartago" ond Commercial Departizent of the
National Bank) as well as the Lyons Bank.

Table I-7 shows the main items of th= brleouces of the commercial
banks curing the l-st threce yecars. It will bs roted that the

aveilabilitics hove risen constantly in the country since 1947« This

country sincc the funds coming from foreign sources have cecreased
consicerably curing 1949.

The increzse of ezveilcbilities could be considered, at least in
part, as being thc consequence of inflation since curing 1949 there
were ?nflationary tendencics of some magnituce (sac Taﬁle I-4). Loans
of the "Depertemento Hmisor!" (tocay Central Benk) and of the Netional
Bank (scc Teble I-6) ~ugmented cbnsidsr?bly enc so ¢id the total

/deposits in the
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Table I-Y: WMain Items in the Balrnee Shosts »f the Commercial
B&nks 2% Costeo Rica-
(in thousencs of colones)
A B S E T S L I ., B I L I 7T I B S8

Popriods Jveail- v v ' o . o Capitel

S able ILosns Invest- Other  Total  Deposits Other anc. Total

. runds - nents  accounts accounts Rescrves

mnd of : :

1947 LY,339 151,140 19,645 3,217 221,341 127,308 54,142 39,891 221,341
1948 64,334 151,359 20,814 8,183 244,690 124,105 68,931 51,654 24,690
1949 ' )

Jenucry 72,172 154,668 33,673 29,245 289,758 136,217 91,341 62,200 289,758
February 75,405 158,926 33,863 29,797 297,991 144,604 91,187 62,200 297,991
srch 76,529 15G,966 34,576 9,851 280,922 149,153 69,569 62,200 280,922
Lpril 69,164 159,267 36,995 11,364 276,750 146,503 68,087 62,200 276,79
ey 76,383 159,808 47,554 8,149 291,894 151,890 72,486 67,518 291,59,
un 70,2056 161,933 LG,949 3,348 292,435 157,895 69,834 68,905 292,435
July 80,261 159,934 51,904 3,389 295,488 157,284 69,264 68,906 295,4E8
Jugust 81,567 183,210 53,743 5,083 303,583 164,418 70,267 68,898 303,583
September 85,245 170,556 55,597 5,430 316,828 173,214 74,716 65,898 316,828
October 82,142 172,86 55,77 5,922 326,657 175,407 82,352 68,898 526,657
Bovember 97,907 175,697 56,921 7,564 338,0¢6 178,975 90,409 68,705 338,089
Decomoer 96,482 173,322 63,363 3,830 336,997 179,070 68,196 69,729 336,997

Scurcc: Superintendencia de Bencos de Crsto Hice.

ce Rancos)

Notc: Including ths Commercial Departaent of the hational Benk. of Costa Rieco.

(Mow the .uditoria Generel
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Table I-9: Lozns of the Cemmercial Banks of Costa Rica

(in thousands of coulenes)
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End cf
1947 15,201 49,673 6,482 35,237 39,023 7 148,163 2,977 151,140
1948 10,746 57,216 h,1z2 41,418 34,805 2,654 150,961 398 151,359

1949
Baruary 10,988 58,593  L,703 L1,918 35,299 2,77k 154,275 393 154,668
February 10,543 60,842 4,991 40,770 37,9k8 3,433 158,527 399 158,926

N
\»
U
I~
ha

darch 9,523 61,511 5,522 40,866 38,540 2,553 159,515  L51 159,966
April 9,749 61,665 6,331 41,161 37,459 2,503 158,908 359 159,267
May 8,078 58,076 9,906 143,375 38,0, 1,732 159,749 59 159,808
June 7,973 53,257 10,192 LL,535 39,1:0 1,782 161,932 1 161,933
July 8,095 56,909 10,992 45,145 37,43C 1,313 159,934 - 159,934
August 7,368 57,153 11,947 45,387 40,177 1,168 163,200 10 163,210
September 7,LL5 65,672 9,110 47,271 39,725 1,306 170,529 27 170,556
Octiber  8,L1L 61,645 13,320 48,551 37,737 3,144 172,812 L 172,816

November 9,035 65,236 9,764 50,624 35,225 5,722 175,612 85 175,697
December 7,962 65,032 1C,203 52,529 32,486 L,550 172,762 560 173,322

o m—— i i e B . e s e e

S@urce: "Superintendencia de Eances" (now the'Auditor General de Bancos") of
Costa Rica,

Note: Including the Commercial Department of the National Rank of Costa
Rica,
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noted that the ovailabilities diminished consiceresbly at the end of
the yeor and that the outstonding loans passed from 40.0 million
colonas in January to 53.6 million in Deccmber. Loans made during
Jonuary reached the meximum of 22.1 million and cdecrcased all through
1949 until they reached 7.8 million in the month of Dcecembors  The
items Sundry Licbilities and Debts to the"Departamcnto Emisor" (todcy
Central Bank), 2s well as to the Commercial Department of the Natienal
Bank remainccd stable curing the yeor and prescnted similar amounts

to those of thc two preceding years.

The bonds in circulation, which in Janucry totalled similar
sums to thosc shown in 1947-1948 werc recuced to more or less half
in Fcbruary 1949, owing to the rcdemptien of the boncs that were
still in circul~tion of the issues made in 1933 and 1941.

Cepital increascd from December 1S48 to Jonuary 1949, owing
to the incredse of 20 millions of the capital of the Mortgage

Depertment of the National Bank.

L4e "Banco Nrcional de Costa Rica" (National Bank of Costa Rica)

The Nationel Benk of Costa Rica is the main source of agricultural
credit in that country. It is the successor of the old International '
Bank of Costa Rica founced in 1914 and it is ruled by Law 16 of
5 November 1936.

The acministration of the Bank is in thec hands of the "Junta
Dircctiva General" (Generazl Board of Directors) which is composed’of
nine members, all appointed by the Government. ﬂfticle 8 of the lLaw

/provices that the
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provides that the members of the Board are to fulfill their functions
in absolute indcpencdence of the Government. In order to give more
strength to this provision, Article 9 of the Law provides that the
members are permenent during their term of office, unless they should
infringe the Low.

The Nationnl Bank, in consequaence, can be cdefinecd as being a
public institution with & minimum intervention of the Government.
Nevertheless it must be noted that the budgets made by the Maneger
must be approved not only by the Boarcd of Dirsctors but also by the
Government. Howaver, thcre have not been conflicts in this fiela
between the Board end the Government.

The Board elects among its members, & Prcsicdent and a Vice-presiceont
and appoints a General Manager whose function is to acministrate the
Bank according to thc law.

The capitel of the MNational Bank, when it wos created, was of
10 million colones, all of public property. In 1948 this capital
was increascd to 58 million colones. Vhen in 1950 the Issuc Department
was seperated from the Bank in order to form the Centrel Bank, it
received the corresponding capital, that is to say three million
coloness Tocday, however, the capital of the Bank 2mounts to 55
million coloncs.

The essential characteristic of the internal orgenization of the
Bank is its cdivision in three departments. ¥When the Bank was
organized in 1936, Dr. Mex rccommendec the crestion of three
Cepaertments: the Issuc Department, the Commercial Department and the

/Mortgage Department.
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Mortgrge Department. In 1936 the neod to crebte a Central Bank wes
felt but Dr. Hex expleinecd that "it was proferablc to avoid the
immobiligation of large sums in a country which wns in & phase of
full development!". In 1950 it was decided, tnaking into account the
cevelopment of the Bank znd the cconomy of the country, to segregste
the Issuc Department end to found o Centrel Bank. In conscquence,
the National Benk is row cividecd in two departments, which according
to ths Law (irticle No. 25), are entircly incepsncent. Fech
Depertment hes its own 2ccounting system ond prescnts a seperate
ballance as well as a seperate profit and loss accounts.

The profit -nd loss accounts of both cdepartments arc, of coursc,
melted into onc gencral profit and loss account of the Bank. This
division of the Bank in two parts implics thot cach Department has
a seprrote copital which is of 25 million for the Commerciel Department
and 30 million for the Yortgege Department.

Mortgzge Departmont

The YMortgoge Department of ths Netional Benk was created for
historicel rensons. ihon, during the 1929-1932 crisis the Crédito
Hipotccario de Costa Rico lost its prestige, the National Benk took
charge of its administrotion for liquidstion purposes and also
increszsed its ovn mortgage operations. The 1936 Law gave a legal
structure to the Department which took charge of these operations
which todey has 21l tne cherncteristics of a Mortgage bank. Its
functions arc to molte mortzeze loans to persons anc to corporations

with tho exclusion of joint stock partnsrships cnd of joint stock

/compﬁnies
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companies ("sociedacdes en comandita y sociedades andnimas). The
principal source of the funds of the Bank erc the mortgage bonds;
these bonds arc bearcr boncds and arc transferable and negotisble.
The Mortgage Department is authorized to issuc bonds only up to

an amount determincd by the Board of Dircctors with the approval of
the Government. The sum totsl of tho mortgage property constitutes
the security of thc bonds in circuletion which zre also guaranteed
by the asscts of the Bank.

Bosides the mortgage bonds, the Benk can issuz licn bonds (bonos)
de prendam); thesc arc issucd for no morc than five yerrs and arc
guerantccd by chattel. The Law establishes that the sums available
from the issue of thesce bonds must be used to finence ths operations
of the lLgriculturel end Incustrial Sections of the Commercial
Department. There is a noticcable effort being made on the part of
the legislators to ensure that the lortgrge Depertment's funcs should
be used either directly or indirectly for the Jevelopment of procduction
and not for commercial payments. On the other hend, the fact thet
the product of the issue of bonds is destined to operations of the
agricultursl ~nd Industrial Section of the Commercizl Depertment cnables
the latter to use ths funds coming from sight or short term deposits
for commercinl purposas in accorcdance with the classic benking coctrincs.

The principel function of the Bank is, of course, to mcoke long
term loens with mortgage sscurities. The Law provides that thcse
loans must be used for (a) buying land for agricultural-purposss; !
(b) productivé ngricultural operations; (¢) ‘buying.or building

/constructions of
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constructions of = productive character:

—3

his provision hazs had excellent results on the gencrel policy
of the Mortgoge Department. Besides, from the point of view of the
agriculture of the country, the interests of the farmers ere
safegunrced by the provisions of the ILaw of 17 March 1939 which
modified Jrticle 103 of the Netional Bank Lew. The new Article 103
cstablishes that the Deprrimont will, in the first place, give loans
that will be used for the cdovelopment of agriculturel production, and
that for that purposc, the Borrd of Dircctors will distribute them
es follows: (1) 70 per cent will be used for purely agriculturel cnds
with the guerentce of rural property; (2) 30 per cent will be used
for building with the gurrontce »f aither urban or rural property-
The conscquonce of this new Article 103 is to restrict crecit with
urban guaraontee and to give morked vraference to mortgege credit
for agricultural purposcs-

It has also been noted that the use of the crecdit and not only
the guerontes ~re taken into ~ccount and that, for instance, the Bank
cannot give more then 30 per cont of its funds for the buying or

construction »f buildings cven if the gurrantee is rurel.

Commercinl Dep-ritment

The Commecrcial Department of the Nationel Bank is the succzssor
of the Commercial Section which existed within ths International Benk
of Costa Rice since 1914. .8 has beon scen, from the total copital
of the Bank, 25 million colones eonstitute the capitnl of the

/Commercial Depertment.
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Commercial Departmont. The essentizl characteristic, in reference

to the use of the ecapital is that one half of it must be uscd
exclusively for the finfnciqg of the operations of the Lgricultural
Credit and Incustrial Scetion. &s in the case of the Mortgage
Department, the Commercial Department has, within the Bank, an
indepencent position. It operates in the same way ns any other
Commercial Bank with the limitation thet it cannot m~ke losns for
purposcs of consumption. The interests and discount rotes applied

by the Commercinrl Deportment are cetermined by the Borrd »f Directors.
Ncovertheless, as has beon scen, thae Central Bank cen dictete to the

National Benk the rates of interest mncd discounts to be effectad.
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CHAPTER TI

AGRICULTURAL CHEDIT IN THE NATICNAL RAIK

The financing of agriculture in Costa Rica has fallen traditionally
upon the National Bank, Today the nationalization of the Commercial
Banks and the separation from the National Bank of the Issue Department ,
together with the marked trend towasrds the specialization of the bank
institutions, have made this function of the Zank even more important.
For that reason, when a study is made of agriculturszl credit in Costa
Rica, the credit granted for agricultural purposées by the National Bank
through its system of " juntas rurzles de crédito z gricola" is most
interesting,

The Commercial Department of the National Bank grants, in general,
short~term loans and operates 1ts own capitsl and deposits and
rediscounts at the Central Bank, This doupartment absorbs the greatest
part of "avio" credit for coffee which is granted in Costa Rica,

The Mortgage Department generally makes long-term loans, and operates

=

with its cwn capital as well =s with the product of the mortgage bonds,

The "Juntas Rurales de Crédito Agricolam (rural credit Boards)
which are affiliated to the Nationzl Bank are administered by a
special section of the 3Bunk, These agencies do long and short-term
operations, exclusively for agriculture znd up to determined sums,
They operate with funds that come from the Commercial Department or
the Mortgzge Department according to the type of operation,

The most import mt section of the Jommercizl Department insofar

/as this
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as this study is concerned, is the Section of Industrial and Agricultural
Credit which operates with the "Juntas Rurales", In addition, the
Department deals with "avio" credit for coffee and finances the

coffee millers in order that the latter may in turn finance the
produccrs.,

All the agricultural loans that are given within a year amount to
ary average of two and & half million colones (in this figure the nevion
loans for coffee are included), These operrtions zre of rclatively
small 1mportance, The most important operations srs done throusgh
the "Juntas hurales de Crédito fgricols” in small loans or through
the coffce millers who generally receive more important loans,

% large  part of which goes in special conditions to the producers
to finance their crop.

puring the last three years the [Departaent has loaned an average
of 10 million colones per annum through the "Juntas" and 20 million
colanes through the coffee millers,

More interesting and ariginal operations are those done by the
"Juntas! and they will be studied in a sepuarzte chapter, The
financing operations of the coffee millers zre made in the Centrzl
Office of San José or through any of the branch offices and acencies
in the form of lsrge loans for coffee millers who in turn distribute
the money they receive among small producers in accordance with norms
established by the law,

The coffec millers and exporters of coffee are direct and
indirect sources of agricultural credit in the country, Thuy alsc ke

/loans with
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loans with their own funds to small producers, Before the Second
World war, coffec millers and exporters obtained from fheir British
buyers credits in pounds sterling which were used for the financing
of the crop. When war wns declared in 1939, thosc credits were
interrupted and = form of crudit, known long before and which hes
been increasing constontly since 1940 up to this date, had to be
established, This type of credit is callzd in Costa Rica, "crédito
de aceptaciones" (acceptation credit), The procedure adoptced is
the following: the coffce miller requests the Eunx for an important
sunm (betwson 10,000 and 1 million colones), and gives the Bank a
guarzntce in the form of (a) agricultural or livestock liens, (b)
mortgages, (c) personzl sccuritics, or (d) lien bonds signed by small
producers,

After having examined these guarantces the Dunk puts at the
disposal of the miller the sum that the letter has requested without
charging iﬁtcrest, This mesns that the miller has the possibility of
requesting funds from the Bank,

When the milier actuzlly needs the funds, he accepts in the
favour of the Bank 2 bill of exchange on terms that very according
to the operation, which the Bank discounts at fﬁe rate of 6 per cent
per annum, In many cascs, the credit that is thus obtained by the
coffes miller is used by him to make small loans to smaller coffee
producers with t he gusrantcc of lien bonds, A1l the Banks of Costa
- Rica make these kinds of opuration, From the 30 April 1949 to the
1 March 1950 the amounts of these lozns for coffec amountoed to a total

Jof
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of 41,992,283,80 colones which were distributed as follows:

Banco de Costa Rica ......... veees. 9,503,630.00
" Anglo-Costarricense ,........ 8,447,232 .00
" Nucion?l L..i.i.evvesesenesss 21,165,271,70
M Lyons eiiiiiiieeeeiiieeaeaes 2,551,090,15
T 0artago  L.iiieiiiiiecineana 225,000,00

Total: 41,992,282.85
The Mortgage Department, operating through its central office or
through any of the branch officss or ngencics, or juntas rurales", is
the principal source of long-term bonds for ~griculture, According
to the law, the Department uses more than 70 per cent of its budgeb
for mortgnge loans for agriculture,
In 1948, which is the last year for which statistics are zvailable,
530 operztions were made for a sum total of 3,39 million colones, This
constitutes 2 decrcase over 1947, In the course of that year 932
mortgage loans were made and the total was 7.16 million colones, In
1943 the mortgage loans made for agriculture represent 73,7 per cent
of the total mortgrge loans,
One of the most luportant activitics of mortgage banks is the
appraisal of the sureties, Costs Ricz 1s in advance, as comprred with
the other Central American ceuntries, in the menner of methodolegy
of the appraisal, We will, therefore, examine the methodology of

appraisal in detail,

Methodology of Appraisal

Assessment of Real Betite: During the first ycars of its activities,

/the International
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the Intsrnational Bunk of Costn Rica and later its successor, the
NMationnl Bank of Costa Rica, employed for the evaluation of the
warranties well-known agricultural produécrs who apprzised the
properties with no other knowledge than that they could acquire in
their practical life ns farmers,

In thes¢ conditions, the ovalustion of real estate was based on
the costs of re-establishment of the holdings at the moment the
nsscssment wes done, As could have been forescen, the economic
prosperity thst took place during the last pert of the period 1920-1930
had en impnct on the prices of the costs which rose considerably.

In many cases this method of assussment was conducive to the loan
being larger thsn the rcal value of the surety, When the world crisis
broke out, thc loans ceascd to be safc, nd in many cases executions
were made which resulted in great losses for the Bonk,

These facts obliged the bBank to form = body of farm appraiscrs
and to adopt nmore scientific methods of appraisal, In 1937 =2 special
section w s formed within the 3snk and since then there has becn 2
¢ontinuous progress in tho msthods employed, This experi:nce of
more thon 12 yenrs shows that the percentage of unsuccessful loons
has diminished considcerably and that, if it is truc that some of the
loans have led to executions because of defrults in the pryuent of
interests snd amortization, in every case the sale of the mortgaged
property hes not only covercd the total dobt but also, under certain
circumstances, hns given profits to the Bank,

/It must
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It must be noted, nevertheless, that although the quality of the
Bank's portfolio can in part be attributed to the appraisal system,
the economic prosperity that the country has known since the
gstablishment of this system of appraisal has also’had great influence
on the suoceés of the operations of the Benk, The methods of appraisal
have not as yet been tested during a grave economic crisis,

The method of appraisal is simplc =znd is bascd on the following
concepts:

1. Thé gross product of the holding is the sum total of the gross
returns of the agricultural holding,

2. The costs of production are the sum of expenditures that occur

in the farmirgof an agricultural holding.

3. The capital charges are the sum of the administration costs
calculated at 3 per cent of estimated valus of the property to which
are added rates and taxes; insurance charzzes and the rent of the land
(calculated =t a rate of 5 pur cent of the estimated value of the
property,

L, The net income of the holding is the gross product of the holding
minus the costs of production and the capitnl charges;

5. The economic value of the property is tne ceapitalizetion =t 10 pecr
cent of the net income of the holding,

6, The estimated value is the value zstimoted by the farm appraiscr
of a2 property taken zs 2 whole, Jtscorresponds to the valus that
before the introduction of this new method was considered as the final
assessment and which is still used in the mortgage banks of the rest
of Central America, The estimated value s used as a basis to

/celeulate the
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calculate the costs cof administration snd the rent of the land,
7. The aminimum ratio is the quotient of the division of the estimated
value by the cconomic vilue znd gives an estimation of the desirability
of = property, The desirability is based principally on two factors:
the location and the agronomic conditions of the holding, The location
of a holding is determined by its distance to the vrincipal consuming
centres and by the means of transport to those centres, The agronomic
conditions are measured by the rental value of the crops,

The Bonk has reached the conclusion that the less desirable
holdings in Costa Rica have a minimum ratio of 300 per cent and
assumes that, in gencral, the location and the agronomic conditions
have an equal impoct on the desirability of the property, Taking

this a

,-
9]

2 basic hypothesis, sczles have been drown going from O per
cent to 150 per cent that represent the inimum locotion ratio,
Another similsr table has been mad: to ropresent the minimum crop
ratio, The scales of t he minimun location ratio comprise 8 basic
zones, determined after a complate study of the population centres
and means of transport in Costa Rica, The scalc of the minimum
agronomic conditions ratio, which for simplification has been
transformed to a scnle of minimum crop ratio, has been obtained by
drawing the weighted averages of long scries which indicate the
influence of each of the principal crops in Costa Rica on the rental
value of the holding; the scule comprises 23 crops or enterprises in
a decreasing order of desirsbility.

/The location
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The location scale varies little with the progress of time; the
crops scale’varies constantly because of the influence of the prices
of the products, and the Bank prepares every year a new scale of
minimum crop ratio,

In the light of the foregoing, the Bank applics the following

formula to determine the value of the property:

in which:
X = Value based on the rent velue of the agricultural
holding,
The holding'e expenditures.,
= Capital charges,

= Capital chearges,
Rig = Minirmun location r=tio,
RMC = Minimuwn crop raotio,
hie method of appraienl implics that the appraiser must collect

a considerable gquantity of data and information to make the economic

study of the sgricultural holding ,which must forcibly be made before
applying the formula described above, The Bank gives the appraiser

besic statistics' scerics and scales of minimum ratios, but there are
many data that can only bs obtained on the spot,

Once the appraiser has celculnted the value of the land, taking
as a basis its rent value, he considers it in relation to special
factors which will cugment or diminish the value; he then estimates

/the value
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the value that he fixes in his report which will serve to determine the
accecpbtnbility of the gurranty,

The value that has thus been estimated by the appraiser can be
either equal or smaller than that obtained by the spplication of the
formula, It can never be greaster unless the speclal conditions of
location lead to the conclusion that the agricultural entcrprise is
susceptible to urbanisgation,

Appraisal of other surctics: For the appraisal of chattel goods,

the systoems that zre used by the =zppraisers of the aotional Bonk are
still more simple and exact,

Agricultural products such ns maize, rice and beans are volued
et the minimum price, guaranteed by the Notionzl Council of Production
(Consejo Nzcionnl de Produccidn),  For the cattle, the Statistics
Section of the Bank prupnres cach year scales of prices for the
different types of hcad, brsed on the cuotntion of the live cattle in
Alajuela (which is the principzl cattle market of ths Republic) during
the preceding year, For suznr and "ponela® the fixed prices are based
on those annunlly determincd by the Sugnr Cane Borrd (Junta de la Cafhia),
Insofear as farm machinery is concerned, the appraisal of mzchihcry is
made on the basis of the market prices to which upprecistion
percentages are applicd based on czlculations made by the Bunk, To

these elements is added the personal opinion of the appraiser on

~

b}

possible factors of dopreciztion or valorization.

r
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CHAPTER III
NEDIT TOR SHALL FARIERS

1., Historical background

In 1914, through Govermment action, the "Cajasde Crédito Rural!
were created in all the counties (cantones) of the Republic. i/'

This first intent to expand the credit facilitles for farmers
arose from the nesd to set up credit institutions in the agricultural
centres of the country vhich would enable the farmers to obtain the
indispensable funds to develop the agricultiral activity of the
country as a whole,

The simultaneous and rapid expansion of’ the different "Cajas"
without any previous experience, and the limited financing capacity
of the Central body, brouzht the disintegration of.the system which
had to be liqﬁidated within a short neriod of time, The principal
defects in the administration arose from the fact that the directors
of each "Caja" were directly responsible to the Bank and that there
was. not, between the "Cajas!" and the Bank that financed them, the
constant and effective link that would enable an opportune correction
of the possible deviations, vhether well meant or not, in the credit

procedures,

Althouzh this trial was not very imporbant, insofar as the
expansion of credit is concerned, it did, however, contribute to
establish the experimcntal basis upon which the system functions today

with full success.

1/ Costa Rica is divided in 7 provinces that are sub-divided into &
total of 6R cantones.

/The present



The present "Juntas Rurales de Crédito Agrfcola" (Rural Credit
Boards).began thelr operations in 1937 and are agenciecs of the MNational
Bank of Costa Rica. As such, they can be considered as penctratign
ageneies of this Organisation in the rural centres of the country,

They are alm*nlstered by rural boards (which are considered ‘necessary
to cstablish effcetive and dirsct contact vwith the farmers). DBesides,

a Central Officc has been established in the invional Dank, the function
of which is to orient credit pree¢sdures, control the investments and
guaranteces and cstablish, insofar as possible, uniform mcthods. -

A direct and constant link between the Dank and the "Juntas" is
the resident Benk Delegate who is al the same tine a counsellor and
i‘anager and who orionts the crodit procedures in thie best way possible
in accordance with the policy of {the Central 0ffice.

he system cndeavours *to ive small farrcrs opportune mnd casily
obtaincd crecdit based on the moral and ceonomic solvency of the individual,
his capacity for work, as also on bthe utilisation of the loan,

R+ Organisation

The "Juntas Rurales de Crédito Anrfcolai’ have bgen cstablished in
the regions which contribute most towards the agricultural production
of the country. ts cxponsion was nade progressively so that the
neeessary cxpericnce was actually ebtained. During the first md sccond
years four "Juntas Rurales de Crédito Agricola’ were founded per amnum
in regions that were not only good from the point of view of agriculturz
production but alsoc were represcntative of other larger rcgions of the

ountry. Later, othier wJuntas" have been organised in accordance with

/the possibilities



/0N 12/167/ 14,1
Tnge L8

the possibilitics of the Cuntral Office of the Bonik and in accordancg
with the nceds of the differcent agricultural rcezions of the lepublic,
At the present tinme there are 32 "Juntas" that are operated in nearly
ail the territory of the Republic where it is felt that credit
facilitics for small farmers ar dcd

Eacl: "Junta Dural <e Crédito Agrfcola®™ is composed of threo
members and trro substitutes, all appointed by the Board of Dirceclors

the Tational Bank. The members of the "Tun+1' must live in the

territory under thoir Jurisdiction, be over 25 yoars ol ase and_.
preferably be faricrs whé have a speelal knowledge of the region. Thelr
term of office is two yecars, but it can be prolonged indelinitely;
they meet in ordinary scssione cvery fortaight and get honoraria
cach vime they attend a mecting.

Tach "Junta Rural® is provided vith an officc which 1s under the
authority of a Dclecate of the Hational Rank and which has 211 the

nceessary facilitics to atiend to the credit busincss,

-

The Delegate, who Is an erployec of, and who is pald by the Bank,
lives in the locality wiere the offlces are; he controls and supcrvises
the credits vhich hove been siven by tho "Juntat, He is an agricultural
cngincer speclally trainced in order to help small farmers with their
technical problems.

A1,

Hhen the importance of the iori

¢ Justifies it, the Bank oppoints

.

assistants to heln the Delegate with his wrork, cither in hils office or
in the ficld, “hem there arc rural communities which are of difficult

acccss, awxiliary offices have bcon cstablished which arc attended at
fixed dates {(once or tirice a ”L’“) by the Dolegate, The farmers can,

/in this way,
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in this way, make the necessary operations vrithout having to mike long
Journeys or lose time and money in a way which would malze credit more
costly.

Gencrally the reographic limits of the activitics of thie "Juntas
Rurales" are marked by the limits of the "canton' of which the "Junta®

bears the nane, MNovertheless, there are "Juntas" tvhich deal either
tetally or nartislly with territories that helons to other 'caitones,
This cystenm ‘has contributed not only to the fact that each "t Juntat

perlorms 1ts functions in a tervitory which jives 1t an appropriate
anount cof business, but has also made possible the study of the
conditions in determined locations so that vhen a %e~reﬂatﬂon is
decided on, the crzation ol a new "Junta! can be made on a nore solid
basis., In amy case when a "Junta" is assifned an oﬁerational territory,
he fact that its territory st be sufficiont for a correct control
of the investrents and allow for a pood imowledse on the part of th
members of the "Junta' of the clients has not been overlooked, In
such a way it 1s possible to obtaln from the farmers the necessary
confidence in the Organisation to ask Zor its scrvices and ‘o make
it vossible for the Directors to make just decisions on the requests
for loans that are presaented to them.

The Matlonal Bank 0¢wCosta Dica nas gzot in its Central Office a
tSeccibn de Juntas Nurales de Crédito Acrfcolat (fural Credit Board
Uegtion), viaich controls and directs all the activities of the ”Juntas“,
systenmatises the irorl;, accountancy and internal organisation of the
Rural Clifices and contraelises the cocuments and the accountarncy of the

whole systen. It also calculates costs of production for various

/regions of the
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rezions of the country and keeps a record of inspections made by the
Delegates of the availabilities, mavements in the financial situat tions
of the "Gajas" for each type of credit, as well as a duplicate of the
"book of debtors" oi each tJunta", Lastly, it assembles and analyses
the stotistics related to the srsten,

ratoms and

Zach "Junta', in addition, has its ovm accouniing sj
archives which arc extremely stmple: a book of debtors, a cash shect
in which the payments made to the Dank and the oxpenditures made in
cash arc ncted, a card index of the debtors and their collaterals and
copices of the documents of the "Junta", In the smaller "Juntas" the
functions of trensurer and cesidier are carried out by one of the
Directors who is clected by lids fellow Directors for this purpose.

In the "Juntas" vhere there i1s considerable activity, there is a
special cmployee or, in somc cases, the Iranch (ffice or Agency of
the Iational Ronlt nerforms these functilons Tor the "Juntah,

3 Opcratlions

or credit in the olfice of

Hy

The fracr presents his request

tJuntat and the Delegate hwelps him to £111 in the forms, to determine

the dmount and thc term that arc most convenicnt for his necds, to

formulate an investment plan, cte. and gives him advice as he sces fit,
The Delcgate studies tiie request, ovaluztes the guaraontee and mokes

his obscrvations and nrescnts thie cosc to thic tJunta" for decision,
the "Juntal' apnroves of the oporation e farner signs a credit

document and roccivis the noney lmucdiately, IL the lcan must bLe

given by quotas, in conformity with the plan of investment, the )

neccssary documents arc preparcd immediately and remain in the hands

/of the
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of the "Junta", to bec handed to the farmer on the appropriate date.
Once the loan has thus been formalised, the opcration is entered in
the book of debtors of the "Juntat and the Delegate is in charge of
the control of the investment and suarantees,

he roequests for loans with mortgage guarantee: a) which cxceed
the amount with which the "Junta" is authoriscd to deal;_b) thosc
vihich are made to relatives of the Dolegates or Dircctors:; or c)

~

those which in somec way differ from the ordinary rcquests, are
eferred to the 'ational Bank hefore they are {inally apprroved, In

most cascs, it is the Inazer of the "Scceldn de Juntas Durales de
Crédito Arrfcola! vho, in tthe last instance, takes the decision.
Hevertheless, wicn the authorisation of the Board of Dircctors of the
Bank is ncceded, 21l nccessary steps are takon to oxpedite the opcration
in order to allow the farmer to obtain the loan as soon as vossible,

The funds with which the "Juntas Rurales" operate are taken
entirely from the Hational Rank of Costa Rica which carmarks annually
for cach of them, an estimated sum to meed the needs of credit in
cach of the diffcront classes of loans.,

Toans arc sranted to formers 2t a uniform interost of € per copt

oL

per annum, without any citra costs such as toxes, cormissions, costs

cal stamps, rezister

}_I-

of inspection and asscssment, stamped paper, fis
chorce, noetary charges, cie.
The intercsts arc only »Haild on tiose sums thiat are actually dram

by a loance and for the time thal these are uscd.
The maxdimum ameunt of single loans gronted by the "Junta Rural!

is 16,000 colonzs; 8,000 colones in short and medium term loans and

/8,000 coloncs
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8,000 Colones in long term mortzmge loons.

Ly

Different types of credit grented by the "Juntes"

The National Bonk of Coste Rica classifies the loars grented by the

"Juntes Rursles de Crédito fgricola" in accordence with the utilizetion

thereof:

A+ - Ioans made with funds of the Commnercizl Department of the Benk
at short or medium terms:
a) "avio ‘gricola" (Crop lowm). These are loans which are
grnted for cropping opsr-tions which recur every year,
such a&s sowing of mnize, rice, potatoze, beons, tobacco,

vegeteblas, core of coffes and suger plentotions, repeir

of Tences, re-sowing of parennicl crops, ctc- Thess loans
are granted ot a maximum torm of twslve months and are in

3

cach caegs limitod to the cycls of rucupsration of the

finenced opzsr-tions. Suarnntiss arc personal suretics,

1/ 2/ 3/

cgricultursl liens , livastock or industrial licns, urban

t‘hen the crops are groun on rented propserty, the owner forcgoes his
rights to the horvists in fovour of the "Juntas'.

In opsrations with th:e livsstock guercnty, = minimum of thrce heads

is requestsd unless there is a subsidiery guerantee. Besidss, no
2ed, notwithstonding its quality, can repressnt more thrn 40 per cent

of th totzl guarenty.

Th: "Juntas" do not grort locns on particl rights in tndivided proparty
or on property thet docs not include the interesst of thot property.

The propartics of £ . r:d by w2y of gusrentes must hevs bheon entercd at
lecest two yerrs pr.oviously in the Register of LandUA Prop;rty and must
be cntirely or prrily undor cultivation, since the 3nards do not grant
crzdits on wicultivated leoncs Morsovzr thay only accept first
mortgages. Oth T su351c“ﬂrj moltg“:)s sre only avzepted whon the
praovious mortgnges hov. bein nnce in favour of the Bink of Costaz Rice.

/or rural
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or rurrl mortgrges, or any oth:r guersnty acceptable to the
"Junta®. Th. repayment is macde at the end of the term. If
the productivity of the inv:stment allows it, portial
emortizstions are recuested befor: the end of the temm.

nivio Gonedoro" (Livestock Losn). Thoss loans cre made for

battorment of pasturcs, for sowing grrees for hoy, for
motericls for ensilege mnc other similsr operctions. In

this casc ths sams mexdmun teros, the same gurrentecs, and the
sams method of re~imbursemcnt a2rc acopted as in tha cose of
crop loen opcr~tions.

mivio lgricols Gspecisl" (Spzcisl Crop looan).  Thesc loans

are grontzd for prrt of the cost of procuction of crops such
2s mrige, rice, beans, which zrz cultiveted in places: whore
the temporory bod conditions of the rocds do not permit the
procucts to be movad. The guarnnty thet is requested in
this c~ec is 2 spoeinl type of lion without transfor of the
harvesteo crops to the lender- Thsy are warchouscd by the

ownar The "Juntes" cetermine the torm of these lozns in

the differant territorics under their jurisdiction;
navartholess, the terms erce ~lwnys determined by the
conditions of th: roads o~nd arc fixcd for the time in which
these concitions improve owing to the chongs of seasons
These lorns ~re re-imbursced by the total payment 2zt the end
of th: torm wAth ths product of th: ss~le of the crop. The
rmount must nover cxeeld 70 per cent of th. valuc of th:

surcty cstimnted by the Delsgrte according to the minimum

/ . .
/rrice determinced
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price detormined by the Natiopal Council of Production of
Costa Ricn.

d) "Fomento Genadero" (Livestock Developmant Loans) These

losns arc intended for the developmant of the livestock

“incustry, i... for the purchase of ~nimals for brucding,

for the deiry incustry, or for fattuning purposcs. The

The gu$ranty is sithsr chattel (livcstock or incustriel

2 3/

lien) , or urbsr or rurcl property-mortgag:s , or else
&

personal surcty. The meximum terms grantcd for repayment
5/

arc elght ycfré” for stud animals, eighteen months for
animals for frttoning, ard four years for the aevelopment

of c¢airy industry- Repayment of these types of crecit

hes to be effocted on the expir~tion cdote, or by mcans of
monthly or snnurl amortizotions, according to the productivity
of tha invoestmont.

2) MRefeoccioncrio Genodoro!  (Livestoeck Improvement Lo-ns)

These ere lorns for the purchasce of draught onim-ls, for

Opsrotions guortntsed by psrscenal surety cannot be allowcd » longor
torm thon twelvs months nceorcding to the rogulations of ths "Juntos".
I the casc of improvemint or rur-l devzlopment lozns, personni
surcticss arc cecoptud only os adcitional or subsidisry provicdazd the
vrlus of the renl cetrte gunrentses ropresent 2t lonst 100 per cent
of th: totel ~mount of th. loan.

Operations gu2ronte.d by livestock ond for the improvemount of breoding
a2 limited in the first Snstencs to o term of two years, renswsble
every tuo yorrs up B0 o omoximum of e¢ight yeors. Those intonded to
promote ti. fottonii & of iivestock, or thosc whicrn ~re guaronteed by
this type of saretr, iov. £ maxdmum tora of eight oo nionthis, ond those
sanront o oo ~& m g continuc ovar a pouvind 27 oughit years.

< - Sy e/

/which gunr~nties
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which gusr-nt .s are accepted on the same besis ~s in the
case of loans for livesto¢k development. The meximum torms
arce four years, and the lomns are repaysblce on the expiration
date, or by means of monthly or snnual amortizations,
according to the productivity of ths investment.

"Refaccionario Mobilierio" (Chattcl Improvemcnt Ioans)

Thesc arc loms for ith. purchese of agriculturzl machincry

in gencrel, or for the ~cquisition of imploments and tools

for ~gricultursl holcdings. Tha Bosrds acccpt mortgage
3/

guarsntces on cithor urben or rur2l property , licns with

2/ 4{

livestock or industrizl gurrentec or porsonal suraties ;
the maximum torm gronted is throe yeers, and the amortization
of ths lorn h-s to bz mads in instelments, evory three, six
or twelve months, cccording t» zach indivicusl case.

"ofnccionerio Inmobilicrio (R.al Estoto improvement Loans)

Thz Boards grrrit so~celled rerl esterte improvoment loans for

J

the instollntion of mechinery, for the construction of
strblzs 2nd shacks, for the moking of fences for the
perennicl coff o and sugor-cane plentrtions 2s well as the
permanent pasturcs, for drainage opzrations, ~nd for other
investments in real c¢stote for agricultural development
within 2 madiunm term poriod.- The guarantces required &anc
ths methods of ropsymont are identical to those adopted in
the cesc of chattsl improvement loans; the mexXimtum term
however con be oxtendsd to fivs yeeors.

"Fomento Rurnl"  (Rural Development Losne) These loans are

/m

P

ce for

)
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nade f£ar the purchase of proparties, for tho building or
repairing of farm houscs; for the cancellation of mortgages
on them, for sxpensces connceted with obteining the title-
deeds, for the drawing-up of plens, anc for cxpenditurcs
of a simil r noturz. Ls guarantess for thsse loans, the
2/
"Juntcs" reouire livsstock or incustrial liens or personal
4/ 8/
surctics - The mrxdimum tsrms ~re six yeors “nc
repaymant hre to be mece by ennucl ~omortizetions of at
lacst 15 por cont of the loen;  for the dobtor's
convenicnce, these may be divided into monthly, threc-
monthly or six-monthly paym:ents.
B. - Lo'ns mace with the funcs of the iortgage Deprrtmont of the
Netionzl Renlk of Costs Ricz, both madiwa anc long-term, solcly
vith mortgrg. zuor ntics:

a) "Refrecionsrio Tumobilisris®  (Reel Estrte “rigrges) The

"Juntes" gront this types of lysn for the planting or raoncwal
of perarnicl crops which 7ive slow returns, or clsc for the
~couisition ~nc¢ instrlleotion of mochinoery. Thz moximum
torm is five yorrs, ~nd¢ repryment is in this form of fixed
cumuletive instalmonts in copital oncd intorest counl to

23 por cont of the originel sum, to be prid in ~cdv-nce cvery

§/ The torm »f thoss lorns is onc of twd yernrs in the first instenec,

anc¢ th.y - subjset €5 ~nru~l smortiz-tions of =t l-.-s% 15 par cent
of the ~»uta- T e M trorsnction can hoviover 2o conowsd for
Ewd> mors e L7t g7 Loagth, dn osutcession, v b oore toms os

tho firco. il ta. rocov ryof the investmont ~r cbho oo nomice
situsti.n oI th: rocipione ¢o not uneble him to par nis debt on the
cxpirotion date

/thrcu months-
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three months, or by snnual amortizations at 20 per cent of
the originnl sum, the appropriste interest being paid in

adv-nce every three months,

b) M"Fomento Ganzdero" (Livestock Development Loans) These ore

loans for ~ tem of five ye~rs, and are authorised for
the purcghase of young cettle for breeding purposes,
Repayments ar> mmrde along the snme lines s repyaments on
real estate imrrovement lo-ns, as described above,

c) "Fomento Rural" (Rursl Develomment Lozns) The Boards

gront crcdit for Rur~l Development with o mortgage
gunrentce for o term of fifteen and a helf yecrs., These
lonns sre mede for the purchase of agricultursl property
or livestock, for the cancellation of mortgages, for famm
buildings, for cxpenscs connected with death duties or with
the costs of title-deels cte, Repoyment is mnde by menns of
fixed cuwrulntive instelments in intcrests and capital at

a rate of tszn per cent of the original amount of the loan,
to be reid in cdvonceevcry three months, or also by annual
smortizotions at ten per cent of the original sum, the
arpropriate intcerest being vaid in advance-every three
months, The dates for neyment arc fixed for zbout the

time when the farmer will sell his produce,

5e The portfolio of the svstem of "Junt as. Rureles’

The system of the Juntas Rurcles de Crdditu agricola of The National
Bank of Costa Rica has bsen expanding stsadily, and has come to maturity,
cn firm foundations, until it has succeeded in becoming one of the most

/important factors



important factors in the progress of agriculture in Costa Rica. Table
Mo. III-1 gives some icea of the way dn which the system hrs devaloped,
showing the numb:r of Juntas in opzration, the crecdit trenscctions thet
hove taken place, ond their sum totel for sach year since the system began
to functisn up to Decerber 31st, 1949.

Teble No. TIT-2 shows the number of loans granted curing 1949, nnc
Trble No. III-3 gives the outstencing loons ~nc the numbor ~f transactions
to Decomber 31st 1940 Tsble No. IIT-4 shows, in acdition, the
trrnsactions effected in 1949, classified aceording t» thoe type of
guarrsntes in each ceosc. It is nbviocus thet the Juntrs Ruralcs de Crédito
Lgricola have attachec sp§0191 importrnec to the procuction of rice, m2ize

. bzans - which form the staple ciet of the Coste Rican people = to the
brocding of dairy cattle, and to the routing »f the frrmers to the soil,
by assisting thom to purchasc propartiocs. Thae majority »f the
tronsnctions hove beon ceorrict sut with funds from the Commercial Department
of the Nation~1l Bank, a~nd tho Juntrs hove shown o marked proforonce for
pcrsonal surety ;3 consccuently the system might well have suffered

covy losscs from irrecoversble loans; yet the percentrge of lysses on

™

l>~ns during the twelve yorrs over which the system hos beon in operetion
scarcely amounts to 0.02 per cent ﬁf the total. Thoc reason for this
this success may perheps lic in the feet thet the Juntns, despite the
cxpansion of the system, arce funcdamontrlly conscrvative: in th: grenting »f
loens, anc insist thot ths gu-rentor should possess rorl oot Lo which is

in a productive concition, rnd is entorcd under his nans un uie Reglster

nf Recal Estetec.
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Table TII-1  Development of the System of Juntas Rurales
de Credito ..gricolea of Costa Rica
(Rural .griculturcl Credit Boards)

Year lMumber of Transactions Total
Boerds performed _ ;mount
1637 L 578 145,295
1938 8 1,746 487,930
1939 13 34547 - 1,129,700
1940 18 5,124 1,731,525
1941 18 ~5,809 2,078,738
1942 19 6,085 2,470,378
1943 26 6,872 2,201,602
1944 27 €,284 Lyb47, 682
1945 28 8,682 4,930,622
1946 30 11,936 7,078,961
1947 30 12,641 8,829,703
1948 31 12,847 9,307,657
1949 32 15,846 13,987,843
Tot gls 32 99:997 597837-636

Source: MNntional 3enk of Cosztz Rica



WION . 12/167/ 0L

1 DEe

Table III-2. Distribution of the Lorns grented by the Juntas

Rurcles de Credita ..gricola in 1949

Bosrd of:

RUR ..

L DEVELOPHMENT

Purchasse of OJzncel- Cencel-

agriculturcl lation lrtions Housing

holdings of of Build- Eencirs Verious Total

mortgnges oblisations ing items

Oretina 105,815 3,260 600 600 4,000 716,240
Puriscal 94,030 3,360 7,760 1,500 225 546,169
Sentz Cruz 91,850 5,000 2,800 2,000 812,605
Turrialba 89,250 L,850 £,800 4,500 2,750 5,000 368,385
Prlmeres 45,150 4,000 4,000 L00 432,115
San Remén 70,200 5,700 1,500 LO0 436,792
Poraiso 40,890 2,340 2,300 100 240,116
Carrillo 16,950 . 4,250 700 181,960
Bscezu 51,190 18,920 1,040 L,850 7,300 900 240,706
Sen Crrlos 109,300 11,000 3,250 5,900 500 1,000 641,675
Nerangdo 140,775 10,570 2,500 3,000 2,230 423,235
Tarrazu 126,217 1,223 4,000 3,050 738,150
Pococi 8,000 2,800 1,200 289,225
_bengares 30,450 2,800 200 229,550
“tencs 59,475 2,728 1,600 272 L10,900
Grecis 147,900 21,30 8,600 12,000 1,600 416,900
ilvarcdo 72,525 3,000 6,300 536,810
Nicoya 55,870 3,000 Lo 90,035
.costa 96,925 6,8 13,575 1,750 66¢,117
Teparta 103,345 79 7,755 €7L,725
Oresmune 14,750 Byin e 37,375
Tl ﬂugrco 13,380 276,575
Tilaren 85,636 1,400 1,400 5,750 1,800 565,921
Liberia 26,600 6,800 423,550
Coronado 23,60 8y 1,8u 5,800 12,825 S50 3ha, 450
Percz Zeled.1llo,870 3,600 L2,200 3ou 55y 643,525
Turrucares 22,00 Ty200 2,750 1,700 8o 301,737
Afero Ruiz 74,300 1,0 5o 206,390
Calies 31,7¢. 2,000 1,00 1w 291,550
Tobosi 94,775 Ty7 o 2,6. 6,300 335,10
selen 78,45+ 23,3 9,50 1,600 2,200 3.2,260
Funtarcnes 2500 17,00
Totels 216,488 139,.61 71,455 152,13 43,727 21,87513,987,8L3

Source: Notioncl Dank of Costa Rica,
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Gueranties accebted by the Juntes Rurales de
Credito,;gricol? during 1949 .

Number of

Cless of guaramty operstions | Percent age Tot el Percentoge
Personel 11,519 72,691, 8,592,651.35 61,429
Livestock 2,522 15,790 2,3 L,465,00 2007
Livestock & personcl 146 CL.921 204,105,010 1.459
Livestock & industrial Ll 2.575 308,890, 2,28
Iivestock, industricl
& personal Lt Ve 276 Thy 567 0.533
Livestock, egricultural
& personal L D025 b4y550 0 U033
“TLivestock & mgricultursl 6 J.u38 LyBuous a3l
Hortgage 6876 4,266 1,595,237. ¢ 11.4:5
Mortgrge & personeal 2 Jetl3 Syviideind a6
Industric 36 0,227 Ll 90 v.321
Mortgage & livestock 1 06 L5204 Lewd3
Industrial & personcl 8 Cetl5U 15,90d i to11h
Lgriculturel L25 2,582 178,283, 0 1.275
Jgriculturel & personal 25 N I 91,552.00 655
..gricultural & industrial 1 RN 500, 0) el 3
Personal, livestock,
industriel & agriculturecl 2 Caul3 Lyl on Je 29
Personal, industrial &
cgricultural 1 a6 Byt Y
Totals 5, &LB loowcvus 13,987,843.35 1ov,oech

Source:

National Bank of Coste Hicen
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MINEX 4

PRINCIP.LL BRNCHES OF ACRICULTUR.L PRODUCTION IN COSTA RICA

In »srcer to have sn icec of what i1s financed by the Costa Rican
banks, we will examine briefly the agriculture of this country.

The cgriculture of Costo Rice, although it is similar to that
of the other countries »f Centrel ‘méricr, insofnr as the number of
procucts for cxport is cencernca, diffors substentirlly from the
others in other aspccts. Property is consicdersbly civicded and in
spits of tho foet that large propertics (letifundios) cen be found
where coffes, benena, or live-stock are procuced, the principal
charrcteristic of the Cnsta Rican farmer is thet he is nearly always
thce owmer of seme holding or is in =2 position to obtain it immediately
with the prescent legislation on barren lands pertaining to private
indivicuals. In these conditions the fermor can civersify his
labours oncd count on 2 greater quentity of fooc than that which is
at thce disposnl of the "peon" from sl Srlvador or the ”indigcna”
from Guatcemola.

Table i-I shows the arca under cultivetion, the production'costs
and the prices of the principal agricultursl procducts which are
marketed in Costa Rica. Tt hes not becn possible to asscmble
stetistical scrics which show the veriation of a period of yzers,
but data have becn taken on procduction snd sown area for 1948 which,
acccrding to the Ministry of lgriculture, was a normnl yerr insofar
as tne activity of the farmors, climetic conditicns and yiclds arc

/concarnzcs



T/ ON.12/167/24
e

Teble ..=1. Princiral brenches »f ‘gricultural Producti-n in Costa Rica

. area under Pro7uction Cost r~cr unit  Price ,c¢r unit
orops cultivation (in quintals (in colons (in colons
(manzayas) of 46 Kgs.) pcr qg}ntal) rer g?intal)
Caffee 68,600 397,900 100 130
Bonanas 31,400 - - -
Mzize 23,120 456,600 15 20
Bean 22,000 225,000 25 48
Rice 13,900 319,600 30 56
Suger 5,000 451,000 17 -
Unrcfined
brown sugar 12,200 773 L0 - —
Potatnes 3,100 272,600 13 27
T-obaccn 2,000 - 100 -
Sourcc: Departaments “¢ Est-distics v Beonomia (Statistics ~n’ Deonamics
Del"rtm@nt), Ministry »f griculture, an” Netionsrl 2rnk of
Costa Aice.

Notes:

a/ The figurecs for the rree unrer cultivetion end for rro‘uction are

T those of 1948, which in the opinion Sf the Ministry »>f .griculture
wrg o noymel fermingyear. The costs en’ prices are thhse »f 1949,

. , - . ) 2 s ) o
b/ Coste calculeted by the Juntes Rurales Je Cri“its Jgricolea »f the
Nati-nal Bank,

. . . ’, .
¢/ Wholesele prices in the %rn Jose market, excent for coffee ond
banenas, where the cx o rt -rices F.C.B. ot Costa Ricon ports are
given.
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concernaeds  The costs and prices have been taken for 1949«

Besides the products thet appear in the previously mcentioned
table, the Costa Rican farmers cultivate meny other crops for
internal consumption, many of which are hardly merketed. They
consume, besides, more meat and dair

ry procucts than most Central

imerican farmers.






