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COSTA RICA

IDENTIFYING THE SOCIAL NEEDS OF THE POOR: AN UPDATE

EXECUTIVE SUMMARY

Overviw

i. This update focuses on identifying the poor, what social services they receive, and
how they fit into the social welfare system currently in place in Costa Rica. The objective is
to create a policy framework and a set of issues for the Government of Costa Rica to consider
in the refinement of its social programs and related expenditures.

ii. Costa Rica is a country with an exceptional record of providing social benefits to all
its citizens. Its social indicators mirror a sustained commitment to policies within a
framework of equity, including universal access to a wide spectrum of social services. The
UN Human Development Index in 1996 ranked Costa Rica seventh among all developing
countries and fourth in the Latin America and Caribbean Region. Its social indicators also are
better than those in countries with higher per capita income, such as Argentina and Mexico.

iii. Costa Rica has had a remarkable success in reducing poverty and improving the
social welfare of its population. Social progress has been a result of high levels of public
spending made possible by relatively high economic growth and a sustained commitment of
the Government to social development. While there is a strong link between economic
growth and poverty in most countries, the special connection observed in Costa Rica is due to
two factors: the structural adjustment process initiated in the mid-1980s, which succeeded in
reorienting the economy to sectors that employed a large number of the poor; and the long
tradition of investing in education that has been maintained.

iv. According to the findings of this report, there is still a strong commitment on the part
of the Government of Costa Rica to provide a wide range of social services to all segments of
the population. Its social indicators in the aggregate remain among the best in Latin
America and in the developing world. However, findings also suggest there is still a need for
much better concentration of social benefits to the poor. This is true despite a generally
lower incidence of poverty in the mid-1990s than during the early to mid-1980s because of
the economic turnaround.

v. In essence, the broadly based welfare concept has not allowed sufficient resources to
reach the poor and limited their access to education, training, and employment to exit
poverty. What will be needed--in consonance with the recommendations of the 1990 Bank
Social Sector Spending report--is better targeting and a commensurate reduction of
expenditures for benefits going to groups who are among the non-poor. Two key challenges
remain ahead: the need to reactivate and sustain growth through macroeconomic stability;
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and the need to focus on improving the efficiency of social service provision, reaching the
poorest, underserved segments of the population given the current and projected fiscal reality.

Recommendations

vi. The findings of the report lead to the following observations and recommendations:

(a) Geographic Targeting. The highest aggregate poverty levels are found in
regions outside the Central Valley both urban and rural, where little formal social
assistance goes. Rural areas most in need are in the regions of Brunca and
Chorotega, the Central Pacific region, and the Huetar Norte and Huetar Atlantica
regions. Also the poorest in the agricultural sector are self-employed, landless
and fishermen, as well as indigenous people owning very little land.
Recommendation: The identified geographic areas should be the focus of
greater social prograrmming assistance. However there are special groups in the
metropolitan areas that have to be also targeted.

(b) Social Expenditures. Based on the distributional impact analysis conducted,
significant social expenditures (70%) are made for non-poverty-related programs
and those not directed toward satisfying basic social needs of the poor. Under
the framework of universal free access, 58% of social expenditures go to support
upper secondary and university education, middle-class housing, and curative
medicine, while another 12 % goes to fund the Government's special programs.
Recommendation: Effective mechanisms will need to be developed to ensure
that the available financial resources effectively reach the poorest populations.
This should include introducing cost-recovery mechanisms, especially for costly
tertiary health and education programs. These should complement public sector
modernization processes to increase efficiency in the delivery and financing of
education and training as well as health and nutrition programs.

(c) Labor Productivity. To minimize the negative impact of economic adjustment
on social grounds, policy measures will be needed to increase productivity of the
most vulnerable, least educated labor force. Given the importance of education
as a means to social and economic mobility, policy initiatives will be needed to
direct resources more fully to meet the needs of the poor. Also, improved
training and retraining would have more impact on the poorest if structured to
enhance the labor productivity of workers in the informal sector in both rural and
urban areas. This is especially important to support increases in education rates
among poor children and to improve education and training for females to
enhance opportunities for productive employment. Recommendation: First
priority should be given to completion of basic education by averting the
tendency of poor children, especially females, to leave school before completing
grade 6. In addition, programs to help this population complete grade 9 should
be a part of this effort. Changes will be needed in policy guidelines to develop
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appropriate, cost-effective training programs for the poor, i.e., workers in "other
rural" and "other urban" areas, in the agricultural sector, and women who are
heads of household in both rural and urban areas.

(d) Institutional Development. Public sector programs to assist priority groups are
numerous but fragmented under a variety of institutions that do not operate in a
coordinated way. Financing of these programs should flow more in accordance
with their impact in terms of both effectiveness and equity. Moreover, study
estimates suggest that little additional funding would be needed to reach the
structural poor more comprehensively--especially if social program coordination
were rationalized and non-priority social expenditures reduced relative to those
who could afford the services now provided at little or no cost.
Recommendation: FODESAF funds intended to assist Costa Rica's poor will
need to be better targeted, monitored and coordinated among the many ministries
involved in social program delivery, including organizations such as IMAS, to
support the goals of the Government's National Program to Combat Poverty
(PNCP). Moreover, a system of uniform social indicators should be established
to facilitate impact evaluation of social programs relative to cost effectiveness
and reaching those most in need. In turn, the Government should move to
standardize and refine its approach to assessing poverty levels, concentrating on
identifying urban and rural poor as needed to target and tailor programs to the
poor living below the poverty line, especially to those identified as living in
extreme poverty.

Final Observations

vii. The strong link in Costa Rica between economic growth and poverty has resulted
from: growth in sectors that traditionally employed large number of workers, i.e., agriculture,
which narrowed the rural-urban wage differential reducing the number of poor in the process.
The commitment to investment in education also has paid big dividends for the country. To
continue along this path and to deal with the issue of poverty will require vigilance in
sustaining a high growth trajectory. Also, expansion of public services will become
increasingly difficult as the adjustment policies take effect. This will require greater
efficiency on the institutional and financial side than currently exists. Hence, along with the
current modernization efforts more attention will need to be directed to those most in need of
social benefits provided by the State, and especially to how they can be delivered more
effectively by both public and private sectors.

viii. The Government's social agenda includes an array of programs with specific
objectives and target groups, including: programs to help low-income families and reduce
poverty; universal free access to health and education services, including higher education;
and benefits to government employees. The moral imperative to protect vulnerable families
remains; however, fiscal constraints will continue to be an impediment to the traditional
policy of universal free access to all social services.
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ix. In fact, the inequity implicit in social indicators for Costa Rica's poorest compared to
other countries--and in the context of its own social programs reviewed in this report--
suggests an urgent need to study more closely the reasons for not reaching adequately the
population most in need. The continued abatement of poverty in the 1990s can be attributed
as much to the economic recovery as to the effectiveness of social expenditures in light of the
past history of the country in this regard--i.e., during economic upswings poverty indicators
improve because of employment generation based on available human capital (a reflection of
consistent investment in education over time) with the opposite effect during downswings.
However, it appears that whether the economy is doing well or in the process of adjustment,
the needs of the structural poor are not being met. In fact, the overall distributional effect has
remained relatively stable since 1986. This suggests that the poor will need to be more
comprehensively profiled and expenditures shifted to address biases of social benefits toward
the non-poor.

Julie Nannucci
L:\WORD\DOC\COSTA\NEWPOVER\EXSUMPO.DOC
April 24, 1997 3:22 PM



1. SOCIAL WELFARE AND POVERTY

A. INTRODUCTION

1.1 This Poverty Update occurs six years after the Bank's first poverty assessment for
Costa Rica: Public Sector Social Spending Report (No. 8519-CR). At that time, the study
concluded that social indicators were among the best in Latin America and the developing
world. The challenge for Costa Rica would be to consolidate past social sector achievements,
improve efficiency and equity of existing programs, and respond to the demand for better
social services within budget constraints. To this end, previous policies would have to be
changed, since financial constraints could be expected to prevent the public sector from
providing nearly all social services, distributing benefits evenly with little targeting criteria.
In essence, there would be a need for more efficiency, and, in some cases, increased equity,
as well as private sector participation where feasible to relieve pressure on public resources.
Areas especially in need of better targeting included nutrition programs and primary
education to counteract the tendency toward inequality of social services and economic
opportunity among the poor. In essence, although the number of poor have decreased as
result of structural adjustment, recommendations of Report 8519-CR remain valid for two
reasons: persistent fiscal constraints and the poorest groups still are not being reached.

1.2 A recent study, entitled "Poverty in Costa Rica" (Cespedes & Jimenez, 1995) points
out that the country's successful structural adjustment had the effect of creating more jobs and
thus lowering the absolute numbers of poor and improving the social indicators associated
with poverty. The result was that by 1994 there were fewer people living in poverty than in
1980, the year just before the economic crisis. However, the report notes that reduction in
aggregate poverty does not necessarily signify a more equitable distribution of resources or
that structural poverty has been addressed. What is needed is the identification and profiling
of those most in need and targeting resources to reach them. To accomplish this will require
an evaluation of the effectiveness of social programs now in place in meeting the needs of the
poor. Results would be used to ensure that the poor are not penalized by the distribution of
social benefits to those who do not need them and can afford to pay for them.

B. SOCIAL POLICY FRAMEWORK

1.3 Costa Rica is a country with an exceptional record of providing social benefits to its
citizens. Its social indicators mirror a sustained commitment to policies within a framework
of equity, including universal free access to a wide spectrum of social services. The UN
Human Development Index in 1996 ranked Costa Rica seventh among all developing
countries and fourth in the Latin America and Caribbean (LAC) Region. Its social indicators
also are better than those in countries with higher per capita income, such as Argentina and
Mexico (Annex 1, Tables 1-3).

1.4 The share of national wealth devoted to social expenditures in Costa Rica has been
among the highest in the LAC Region at between 15 and 18% of GDP over the last 20 years.
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In turn, such high levels of spending were made possible by relatively high economic growth.
For example, between 1988 and 1990, nearly 10.2% of GDP was allocated to education and
health, which was higher than Mexico, Brazil and Cuba.' Social indicators were impressive
as well: life expectancy for women (77.3 years) is the highest in the developing world, and
life expectancy at birth of 74.9 years is similar to industrialized countries. The adult
illiteracy rate of 7% (1991) places Costa Rica only below Uruguay, Argentina, and Chile
(Annex 1, Table 1). An infant mortality rate of only 14 deaths per 1,000 live births is
third in the LAC Region, behind Cuba and Barbados. Also the availability of medical
doctors and nurses (1 for every 800 and 450 inhabitants, respectively) plus access to basic
sanitation and clean water3 place it first among developing countries.

C. ECONOMIC AND SOCIAL POLICY LINKAGE

1.5 During the 1980s Costa Rica led the way among Central American countries in the
process of structural adjustment and efforts to reactivate economic growth. Most remarkably,
the success in stabilizing the economy and dealing with the debt crisis, while implementing a
longer-term structural adjustment program, has been achieved without sacrificing social
development and poverty alleviation.

1.6 Costa Rica has had notable success in reducing poverty and improving social welfare
of its population. Poverty, which shot up from around 20% in the late seventies and 27.1 %
of households in 1981 to 48.1% in 1982, declined steadily to an estimated 15.8% of
households in 1994.4 Open unemployment which stood at 4.1% in 1994, has remained below
6% since 1986--having peaked at 9.4% in 1982.

1.7 The country's success in carrying out a process of structural transformation while
continuing to advance in the fight against poverty has been due to several interrelated factors.
The structural adjustment process initiated in the mid- 1 980s has succeeded in reorienting the
development strategy toward export- and private-sector-led growth, which has allowed the
economy to maintain relatively high growth during the process of adjustment. The recovery
of growth has supported a large increase in employment and limited the fall in real wages
commonly associated with the adjustment process, both of which had a powerful impact on
poverty. There is a strong link between economic growth and poverty in most countries, but
this connection is particularly close in Costa Rica for two key reasons. First, much of this
growth has been based on sectors that employed a large number of the poor, especially
agriculture. Over more than a decade, the rural-urban wage differential has narrowed--this
has been the result of growth and it has reduced poverty. The second explanation relates to
Costa Rica's long tradition of investing in education, which has been maintained in the 1980s

1 United Nations, Indice de Desarrollo Humano 1993. Figures for other LAC countries include Mexico 7%, Colombia 5.9%/o, Jamaica
8.8%/, Brazil 7.8%, Cuba 10.1%/, Peru 5.4%/o, and Bolivia 6.6%.

2 Ministry of Health, Costa Rica.

3 United Nations, Indice de Desarrollo Humano 1993.

4 Time series on poverty presented in Cespedes and Jimenez, 1995; Sauma and Trejos; and Trejos
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and 1 990s. Despite a decline in education expenditures per pupil, forced by fiscal pressures,
there have been significant improvements in the education levels of families. In 1981, three-
fourths of families were headed by someone with no more than primary education. As better
educated young people entered the labor force, this percentage fell to 65% by 1992, and the
supply of unskilled labor shrank (Morley, 1994). Growth did the rest. The current pattern of
growth--based on tourism, nontraditional agricultural and other exports, and urban services--
has pulled labor out of low wage agriculture into higher paying occupations.

D. SOCIAL POLICY CROSSROADS

1.8 The two factors which have been central to Costa Rica's poverty alleviation success
also point to the two key challenges ahead. First, reactivating and sustaining high economic
growth remains critical to poverty alleviation efforts. The challenge for the Government will
be to ensure macroeconomic stability while maintaining progress in its structural reform
program. Second, wholesale expansion of public services will be difficult given fiscal
realities. To maintain social progress, the Government will need to focus on improving the
efficiency of social service provision and reaching poorly- or underserved segments of the
population.

1.9 While many of Costa Rica's social policies have aimed at improving the status of low
income groups, incentives designed to promote growth in certain sectors have generated
transfers in favor of high income groups. Policies designed to promote specific sectors, for
instance, protected industries in which few producers operated with de facto monopoly power
and lack of competition from imported goods. Existing subsidies, preferential exchange
rates, low import taxes and/or low interest rates present until the mid-eighties did not
necessarily lead to lower prices but rather higher profits, which clearly benefited upper-
income groups.

1.10 The main issues facing the Government of Costa Rica are: (a) an inappropriate
institutional environment and (b) fiscal unsustainability caused by rigidities in the structure
of employment and salaries in the public sector as well as growth of: pension payments; tax
subsidies known as CAT; and the service of domestic public debt. Institutional issues in the
health sector are typical of those in other social sectors, and include: (a) insufficient
definition of institutional roles for the Ministry of Health (MOH) and the CCSS in the
delivery of primary health care; (b) weak coordination and integration between the CCSS and
the MOH at all levels; and (c) insufficient management information systems. In the nutrition
area, there is insufficient program monitoring and evaluation, especially for school feeding
programs. CCSS organization and management remains overbureaucratized, with numerous
managerial layers but insufficient staff to carry out its programs effectively; moreover, there
is no modem computerized, management information system to run the data collection by
systematically entering and verifying data. This has caused the delays in assigning and
receiving benefits, compromised the veracity of information in the system, and perpetuated a
pension system that needs urgent reform. In the education sector there is a need for stronger
coordination between the Ministry of Education (MOE), INA and the private scctor for the
delivery of technical education. There is also a need for a policy framework to achieve
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greater equity by targeting basic education to reach those not covered yet, and quality
improvements at the secondary level. Annex 2 provides a summary of institutional and
financial issues in the food and nutrition sector that illustrates problems of coordination and
management that can be found in many social sector programs.

1.11 Costa Rica's public sector manages about 31 different programs to assist priority
groups (Annex 2, Table 1) which span 12% of social expenditure. The programs are either
financed by the Fondo de Desarrollo Social y Asignaciones Familiares (FODESAF) and
administered by a specific ministry or institution, or handled directly by them. There are
difficulties with the coordination and management of the many social programs, which
function under 11 different institutions, including the Ministries of Education, Health, Labor,
Housing, and Planning; the Social Security Fund (CCSS); the Social Assistance Institute
(Instituto Mixto de Ayuda Social--IMAS); the National Training Institute (INA); the National
Commission on Indigenous Affairs; the National Agricultural Institute, and the National
Childhood Society. Duplication and overlap are widespread, since interinstitutional
coordination is weak and there is no mechanism for resolving cross-jurisdictional issues.
Moreover, the wide dispersion of social programs complicates allocations, as well as the
evaluation of the effectiveness of alternative programs. These inherent inefficiencies
contribute to fiscal and program misalignments and complicate attempts to target social
programs to the neediest population. In 1994, the Government initiated a National Anti-
Poverty Program (Plan Nacional de Combate a la Pobreza--PNCP), which has as one of its
main objectives to achieve better integration of the ongoing program activities undertaken by
different government agencies.

1.12 Public sector salaries and benefits, another issue facing the Government of Costa
Rica, remain as disincentives to private sector growth and are increasingly unsustainable in
light of fiscal constraints. Government employees enjoy higher salaries than equivalent
private sector workers, except for professional with college degrees. Public sector
employment participation in total employment went from 16.3% in 1987 to 14.7%. in 1995.
However, Public/Private wage differentials increased during the same period. In 1987,
public sector wages were 65.6% higher than private sector wages (18,637 versus 11,256
Colones), and by 1995 the gap had widened to 91.8% (91,270 versus 47,598 colones). The
differential is explained in part, by the higher participation of college graduates in the public
sector (39.3% versus 5.6% in the private sector). Significantly, public employees have
become an important political pressure group and have secured government labor contracts
with special benefits and higher salaries through their unions. Redundancy programs
periodically have been agreed and one took effect in 1995.

1.13 Additionally, public sector pension plans (except those of CCSS) are quite generous,
while individual contributions are low--around 10% of the total cost of the program. For
example, retirement benefits are equal to the last salary or the salary of the last few years
before retirement (in the CCSS plan pensions are 60% of average salaries). This creates
strong incentives to increase salaries of higher income groups just before retirement. Until
1992, the age of retirement was low (e.g., around age 50 in the education sector), and the
average payment is nearly five times the value of CCSS pensions. Some employees,
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especially in education, use disability pensions as an early retirement. Accordingly,
government employees receive pensions over six times the amount they contribute. Important
reforms were agreed in mid-1995 that include a new Teachers Law and a proposed new
General Pension Law is currently under discussion.

1.14 The Government currently faces the dilemma of maintaining its commitment to social
welfare in the face of political realities and fiscal constraints; moreover, there are competing
priorities. Infrastructure investment, postponed during the last decade (especially
maintenance), needs to be expanded: public investment over GDP rose from 1% in the late
1970s to slightly over 5% now. A general social priority is to improve the quality of
education and expand coverage of selected programs to reach lower income groups and rural
areas. At the same time, the Government must service its internal and external debt, and the
cost of built-in increases in current public employee salaries and pensions. These fixed
demands for scarce resources and the absence of large official aid transfers for the first time
in many years present the Government with an array of difficult fiscal choices. If the poor are
to continue to be served by social policies at acceptable levels, then a redirection of public
expenditures may be required based on an adequate profile of the current gaps in service,
especially among the poorest.

1.15 Significantly, aggregate data on the well-being of the general population in this
Update are found to mask important poverty effects, especially the severity of poverty among
the poorest. The following chapters summarize the extent and features of the poverty
problem by delineating a poverty profile concentrated on the structural poor (Chapter 2),
focusing on public expenditures and their effectiveness in reaching the poor (Chapter 3),
examining the effectiveness of programs aimed at reaching the structurally poor (Chapter 4),
and providing recommnendations on redirecting social expenditures and policies to meet the
needs of those comprising the poorest segment of the population. Issues pertaining to the
measurement of poverty relative to determining the poverty line are discussed in Chapter 2,
including the need to develop a more comprehensive poverty profile on the basis of which
better targeted social policies can be designed to reach the structural poor.

2. THE POVERTY PROFILE

A. INTRODUCTION

2.1 This section formulates a poverty profile based on the results of the Social Investment
Survey (Encuesta de Inversi6n Social--ENISO). The ENISO household survey was designed
by the Government of Costa Rica to collect statistical information suitable for analyzing and
appraising the effectiveness of its social policies. The survey was conducted between
December 1992 and February 1993 and included questions on demographic variables, health,
education, nutrition, incomes, expenditures, and labor market characteristics. It comprised
2,490 households and 10,550 individuals.



6

B. METHODOLOGY

2.2 Periodic household surveys have been conducted by the Government since 1976.
Starting in 1987, methodological changes were introduced to improve income data (Encuesta
de Hogares de Prop6sitos Multiples, EHPM), and ENISO was designed in 1992 by the
Government to measure more precisely income and access to social service.s (see Box 1).
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differences by region, (Annex 3).5Using this approach, four groups are identified: (a) the
extreme poor, or those with per capita income below the poverty line, with UBN, designated
"structural" poor, or SP; (b) those whose per capita income falls below the poverty line but
with basic needs met, identified as PL poor; (c) those whose per capita income is at the
poverty line, but with at least one UBN, designated UBN poor; and (d) those whose per
capita income is above the poverty line with no UBN, designated "non-poor," NP. These
four groupings serve to structure social welfare indicators relative to both low income and
UBN compared to those with better income and no UBN. This facilitates the derivation of
important results about the effectiveness of current social programs, especially by more
precisely identifying those who are structurally poor and who may have slipped through the
social safety net. Complementary information on the latter was obtained by means of a
Participatory Poverty Assessment conducted in 1995 (see Annex 4).

2.3 Social program effectiveness relative to reaching the poor is gauged using geographic,
social, and economic criteria: rural versus urban; sociodemographic variables; living
standards; household endowment and other income-generation variables; and access to social
services.

C. GENERAL CHARACTERISTICS

2.4 Results from the ENISO survey show that about 159,000 households are poor. Of
these, nearly one-third have incomes below the poverty level and unmet basic needs. As
such, they are the ones most in need, the target group for social assistance programs (Table
2.1).

TABLE 2.1: Costa Rica: The Structure of Poverty (% of Households)
RuralUrban BFB (1992)

Poor .Non-Poo T-tal
-____TOt ____ _l _ _:_-: 22.0 : 7 .0 :-:

With UBN 7.4 9.8 17.2

Without UBN 14.6 68.3 82.8

-ran T-a- -1 .2- - - -- ::;
With UBN 6.1 8.6 14.7
Without UBN 13.1 72.2 85.3

Rural Total.L.L; _- 74S .100
With UBN 9.1 11.2 20.3
Without UBN 16.4 63.3 79.7

Source: Bank runs with ENISO survey data, 1992

5 Advantages associated with using the combined criterion are: (a) the diminished risk of over- or underestimating the poverty
magnitude measured by the standard poverty-line criterion because of deficient income data and/or an inappropriate BFB; and (b)
the reduced probability of including the non-poor or excluding the poor (which is normal in standard poverty measures) by
focusing on the characteristics and representation of different socioeconomic groups.
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2.5 The poor have the following characteristics: (a) have less schooling and are more
likely to be illiterate than non-poor; (b) often found among female-headed household; (c)
often live in rural areas, which have twice the poverty headcount as the national average; (d)
are mostly self-employed and less likely to be among the economically active population;
and (e) have larger households, with more children and a higher percentage 12 years old and
younger (see Table 2.2).

TABLE 2.2: Costa Rica - Poverty Profile (Rural-Urban) - (1992)

~STRUCTURAL TUMOROO

Attending School 7-10 years old 73.5 71.7 100.0 100.0 80.4 75.6 100.0 100.0

Average household size 4.9 6.2 4.6 4.9 4.3 5.6 3.4 4.1

Average no. children (10 &-) 2.0 3.2 1.6 2.1 1.3 2 2 0.8 1.1

Female population (%/) 52.3 53.2 53.2 52.3 48.7 48.7 52.0 48.7

Female-headed households (%)O 32.7 17.7 25.4 17.6 17.6 13.3 26.7 15.9

Popul. 12 and younger 45.3 52.1 39.2 42.7 33.8 39.0 22.0 27.3

Illiteracy rate (10years +) 9.1 17.8 5.2 111 3.6 10.9 1.5 6.7

°/.Economica11y active 49.7 46.7 42.4 41.9 63.8 64.6 61.0 62.4

Unemployment rate (U) 12.4 26.0 111 5.7 2.0 2.7 3.2 2.7

U Heads of households 5.4 1.2 3.1 3.1 0.0 0.0 0.7 0.3

U Female heads of household 13.8 13.8 4.9 9.7 0.0 0.0 1.8 0.0

Per capita income 4,707 3,858 6.078 4,067 15,984 12,126 - 25,017 6,912

Economic dependency ratio 4.1 4.3 4.2 4.2 2.4 2.5 2.2 2.2

Source: Bank runs with ENISO survey data, 1992. Notes: (a) percentage of the total population; (b) percentage of the
population 12 years; (c) unemployment rate for this group; (d) employed relative to unemployed plus inactives.

2.6 UBN are more in evidence in rural households. Importantly, over half the female
population, both urban and rural, is structurally poor. Furthermore, fremale heads of
household tend to be poor and show double the unemployment rate of male heads of
households (Table 2.2). Urban poor are characterized by substantially higher rates of open
unemployment, especially for heads of households; for female heads of households, there is
much higher unemployment in both urban and rural areas among both SP and PL.
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2.7 Weak labor market participation, especially among household heads, lessens their
prospects considerably for moving out of a state of poverty. In urban areas the per capita
income ratio between the structurally poor and the non-poor is 5.3 while in rural areas it is
4.4 (Table 2.2). Overall needs are more critical in rural households.

2.8 Educational Indicators. The proportion of children not attending school among the
SP and the UBN poor is cause for concern--even in urban areas. Among the urban structural
poor, as much as 30% of school-age children do not attend school; and among the UBN poor,
about 20% of children ages 7 to 10 are not in school (see Annex 5, Table 1)6. These are
significantly higher rates than for the poverty-line poor and the non-poor. Also, preschool
coverage for the poor is low. About, one-third of households with children not in school cite
economic reasons as the cause. Among the urban UBN poor about half indicate the need to
earn a living as the deciding factor (Annex 5, Table 1).

2.9 For those living in rural areas, in particular, access to education is low, and school
attendance is much lower after age 10 than in urban areas. This contributes to a significant
difference in average years of schooling for family heads of households by employment
sector: for the agricultural sector it is only 4.7 years, whereas in non-agricultural sectors it is
7.4 years. Table 2.3 shows the relationship between the lack of educational attainment and
the tendency to be poor for both rural and urban areas.

TABLE 2.3: Average Educational Attainment, Head of Household
by Poverty Group (Years of Schooling)

1 . . .: .1Rurl - U:b--

Structural Poor 3.4 5.0

Poverty Line 4.3 6.0

Unsatisfied Basic Needs 4.9 6.6

Non Poor 6.0 8.9

2.10 Once primary school completion rises among workers in the agricultural sector, cost-
effective basic vocational training specifically tailored to local market conditions would be
important. Important training areas include sustainable use of natural resources that
contribute to productive processes, and technical skill development for emerging types of
employment.

6 Not surprisingly, since one of the elements in the definition of UBN is non-school attendance.
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2.11 Health Indicators. Access of all socioeconomic groups to health services is high,
including the poor, and subsidies appear to be progressive. A high proportion of structural
and UBN poor use public health services because of good coverage by the social security
system, which guarantees access to subsidized health services (see Annex 5, Table 2). Still,
participation of all poverty categories remains lower than for the non-poor, since the poor are
mostly in the informal sector and thus much less likely to participate in CCSS programs. This
helps to explain why there is lower social security system coverage for the urban structural
poor than for any rural poverty category.

2.12 Access of the rural population to medical services is good and somewhat higher than
in urban areas. Moreover, use of public health centers or posts is higher in all poverty groups
than for the non-poor. At the same time, this shows that there is a lot of room to lower
benefits to the non-poor, in that non-poor families purchase health services from the private
sector with much more frequency than poor families. Importantly, similar proportions attend
CCSS hospitals or clinics across socioeconomic groups and urban/rural categories; in other
words, the non-poor benefit equally with all categories of poor.

2.13 According to the findings of the Participatory Poverty Assessment (PPA), the
treatment of poor clients by health service personnel is an important issue. Users must wait
for extended periods for treatment and are treated rudely when they finally receive attention
(see Annex 8, para. 5(c)). However, studies show that this has more imLpact on the poor.
Improvement in service delivery could have therefore an equity impact.

2.14 Other findings show access of urban children to immunization carn be improved, as
revealed by the relatively smaller proportion of structurally poor households that used these
services. Also, among the structural poor, attendance of pregnant women at medical control
centers was comparatively low, while a greater proportion of those women who do go to
control centers only see a nurse and not a medical doctor (Annex 5, Table 3). The indicator
is still satisfactory; however, it should be observed that women in the structural-poverty and
poverty-line categories have a higher incidence of pregnancy than the non-poor.

2.15 Dwelling Conditions and Access to Basic Services. Not surprisingly, the poor are
likely to live in a dwelling of low quality. This is true for both the structural and the UBN
poor (see Annex 5, Table 5). In these categories most households live in slums or in a
dwelling that requires a "permit" provided by the local government, which does not confer
property rights. Also, significant differences in quality of services were found in all regions
to be strongly associated with current poverty levels and geographic location. According to
the PPA, the poor attach great importance to their residence, with home ownership more
highly valued than the quality of the dwelling.

2.16 About 8% of both rural and urban SP and UBN poor households lack access to
sanitation (sewerage) facilities (Annex 5, Table 3). More than half the structural poor, both
rural and urban, have a basic sanitary system (latrine), whereas between 5% and 10% of the
poorest in urban areas lack electricity. Also, a significant proportion of these two groups
indicate they have a shower but no latrine.
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D. REGIONAL DIFFERENCES

2.17 Poverty Concentrations. The highest aggregate poverty levels and also the highest
numbers of poor in the structural and poverty line categories are found in the regions outside
the Central Valley. Significant differences prevail across regions in access to education and
water. Poverty is relatively more concentrated in localities designated by the survey as "rest
of urban" and "rest of rural" areas (Table 2.4). In the Metropolitan Area, the structural poor,
poverty line poor, and UBN poor constitutes 24.8% of total households (Table 2.4). In
contrast, structural, PL and UBN poor constitute almost 40% of the households in the rest of
urban areas, and 45% of the households in the rest of rural areas. This is also true for
structural poverty, for which the rest of urban and rest of rural areas represent more than
twice those observed in the Metropolitan Area.

TABLE 2.4: Costa Rica-Poverty Profile by Region (°)

!~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ .... , . .. _.-..!
PovertyGroup Metro- U-baw R: - ural-- Rest o - Rest of-

Structural 5.1 2.4 3.6 12.2 12.9

PL Poor 11.4 13.6 11.2 17.6 19.3

UBN Poor 8.3 8.2 9.6 9.0 12.6

Non-poor 75.2 75.8 75.6 61.2 55.2

% Population in each
Region 28 13 23 10 26

Source: 1992 ENISO survey data.

2.18 There is a concentration of poor agricultural workers in the Brunca and Chorotega
regions, both of which are outside of the Central Valley (see Annex 6). In the Brunca region
the main causes of poverty are the virtual disappearance of large-scale banana production as
well as the low developmental level that prevails among indigenous population and the
farmer settlements promoted by the Instituto de Desarrollo Agrario (IDA). In the Chorotega
region extensive cattle-raising prevails and renewable natural resources have been depleted.
The next poorest region is the Central Pacific region, characterized by a highly concentrated
structure of land ownership and, as in Chorotega, depleted natural resources. The 1984
census showed 28 heavily agricultural rural districts with high poverty in the regions listed
above and in the Huetar Norte and Huetar Atlantica regions.

2.19 Regional differences are most distinct for education, which could be one of the key
reasons for higher poverty levels (see Annex 7, Table 1). Access to preschool is much more
prevalent in urban areas and the Central Valley, while all other urban areas and the remaining
rural areas are substantially below the national average. Similarly, the percentage of children
attending school between ages 7 and 10 is significantly lower in rural than urban areas.
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Urban percentages for school attendance are moderately higher than in rural areas for the 7-
to-14 age group. Important differences appear in average schooling within regional groups,
which are also reflected in poverty indices. This is probably a result of asymmetric
investment in education favoring urban over rural areas.

2.20 Some public policies already contribute to promote a more equitable access to
educational services. The poorest areas (rest of urban and rest of rural) are characterized by a
higher coverage of public schools, as well as by more students participating in the lunch
program. Targeting of direct subsidies to education for these purposes is evident. However,
the regional inequity of student financial aid also is evident, since half goes to metropolitan
areas, and almost nothing to those living in all "other urban" and "other rural" areas (Annex
7, Table 1).

2.21 Access to health servic is similar in all regions. This evidence, along with that
concerning different socioeconomic groups (Annex 7, Table 2) indicates that accessibility to
health services is not a major equity issue. Similarly, the pension (CCSS) system coverage is
high and similar across regions, including rural areas. Therefore, the access of poor areas to
CCSS hospitals and clinics is similar to urban areas. The same is true for the proportion of
mothers using birth control measures. An important issue with regard to equitable access to
health services is related to variations in quality.

2.22 Higher unsatisfied basic needs in rural areas (including the category of the rest of
rural areas) strongly relates to access to basic sanitation and the physical condition of the
dwellinz. (As noted in the PPA survey, the condition of dwelling for the poor is less
important than ownership, (Annex 4, para. 5(a)). The proportion of households without clean
water, electricity, and basic sanitation is significantly higher in the rest of rural areas than
elsewhere (Annex 7, Table 3). This is also true for the percentage of households living in
overcrowded conditions (more than four people per room) and in low-quality dwellings.
Hence, UBN is an indicator of both structural poverty and UBNs, whereas lower productivity
associated with fewer years of schooling mostly pertains to structural and PL categories of
poverty. Educational policy and initiatives targeted on basic social infrastructure would be
paramount to meet the poverty problem concentrated in rural areas andL in small towns
outside the Central Valley.

E. INCOME DISTRIBUTION

2.23 Costa Rica shows a relatively even income distribution compared to most Latin
American countries (Table 2.5). However, significant disparities exist in some regions of the
country (Annex 8, Table 1). The Gini coefficient--which measures the equality or inequality
of group shares--was 0.36 in 1988 and the same for 1992 using ENISO data (Table 2.5). Gini
coefficients are lower when using Income and Expenditure Surveys and ENISO, than when
other types of surveys are used. The reason for this being that better income estimates are
obtained in the former case.
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TABLE 2.5A: Costa Rica: Income Distribution Table 2.5B: Income Distribution

."..." .'. 86 : ' ... ......-

First 4.5 5.2 4.4 5.2 5.4 First 6.3 6.4

Second 10.4 10.5 10.5 10.8 10.9 Second 11.9 11.6

Third 15.4 14.6 15.0 15.8 15.9 Third 16.0 15.8

Fourth 22.3 21.2 21.5 22.9 22.4 Fourth 22.8 23.8

Fifth 47.4 48.5 48.6 45.2 45.4 Fifth 43.0 38.2

Tenth 30.1 34.7 33.6 29.0 30.0 Gini .36 .36
Decile Coefficients

Gini .42 .42 .42 .40 .39 Source: 1988 Encuesta Nacional de Ingresos
Coefficients y Gastos; 1992 ENISO.

Sources: 1977-1988 Cespedes & Jimdnez, Table 6.4 (Gini for 1988 recalculated).
1994 MIDEPLAN tabulation.

2.24 Economic growth creates employment opportunities that reduce or eliminate poverty
in a permanent way. In Costa Rica, most of the population receives a salary, with a lower
proportion of self-employed and unpaid family workers. High economic growth led to a 4%
annual increase in employment between 1960 and 1977, and a 60% increase in real wages in
the same period. The reduction of agricultural employment and unpaid family work from
1950 to 1975 provides evidence that low income groups have been absorbed into the modem
sector in greater numbers. Given a relatively good income distribution in Costa Rica, which
has improved as income per capita has increased, the benefits of progress have been shared
by most members of society.v7 At the same time, the average income per capita in the Central
Valley is twice that of the "rest of rural areas," which shows the lowest per capita income
(Annex 8, Table 1).

2.25 Advances in education have been an important factor in improving the distribution of
income in Costa Rica, as wage differentials are explained by educational differences (see
Annex 9, Table I and 2). For these reasons, the relatively even distribution of human capital
is the underlying basis for the distribution of wages and income in Costa Rica.

7 In other countries the benefits of progress do not reach the poor or trickle down only marginally. In many cases the distribution of
income does not improve with higher income per-capita.
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F. LABOR MARKET CHARACTERISTICS

2.26 While some labor market distortions exist in Costa Rica (see paras. 1.12-1.14) they
are not as significant as those in many other Latin American countries. Regulations on firing
and hiring are relatively liberal, and there are no drastic institutional barriers to inter-industry
labor mobility. On the other hand, the poor are mostly employed in sectors and activities
unprotected by labor market regulations (see Box 2). It is likely that increasing real labor
costs beyond the observed changes in labor productivity will lessen the employment
opportunities for the poor.

.-- Th -; :.X.e dstributon ofemoyenaccorgto productiv..secrs swth,a,t,h. p

.' .... .. 1 1 ..... ..._ .' ''. ....

100~~~~~~~~~~~~~~~~~~~~..... 'l....
' - ' . . . '-' ".- - ' 'l . - ''.; 0 0; j D - -~~~~~~~~~~~~~~~~~...... .. .. ...

se;to wil till>- shor ofepcai. Thi is-'' als 'ofre by the fa' thtgnrlyepoaiiyo

00 00D_ X,$ 1.. .. .. .. .. ... ....... ... ... 't7''

Rest t, f Co,',,'','4,pi' ""' e." ''''"

tjseI o :o:MD: rMuns.. .witsh ENISO t suvyyat 92

2.27 On average, male workers receive a wage about 10% higher than females. The same
is true across poverty categories. On the other hand, there is no statistical difference in the
wage setting mechanisms for males and females. Apparently, wage gaps represent different
access to education and market experience, with almost 80% of the difference due to human
capital endowment. A significant percentage of women work in the public sector, where
women with a higher level of education are common and wages are higher.
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2.28 Poor families in Costa Rica in urban areas frequently are headed by females and in
rural areas are characterized by unsalaried employment by the head of the family--in both
cases with low educational levels. General labor force participation also is lower in poorer
areas such as in the rest of rural and rest of urban areas (Annex 8, Table 2), where lower
incomes and higher poverty are found. Also, the proportion of unpaid relatives is higher in
rural areas as is the percentage of workers not receiving benefits other than wages (fringe
benefits such as special bonuses, wage protection, and job security). Average labor incomes
are also lower in these areas.

2.29 Agriculture and Labor Force Participation. Labor force participation rates at
about 61% are four percentage points higher in the agricultural sector than in non-agricultural
sectors, with unemployment rates lower in the agricultural sector (2.5%) than in other sectors
(4.3%). About two-thirds of the agricultural workers are salaried, the rest being employers,
self-employed or unpaid family workers. The size of the agricultural sector has been
declining at a rate of 2.2% per year during the 1990-93 period, which resulted in agriculture
sector employment of 23% of total employment in 1993 (Household Survey, July 1993).
Poverty is more prevalent among families of agricultural sector workers. About 20% of
household heads are farners and about 23% of the total population depend on agriculture as
their main source of income.

2.30 The self-employed most affected by poverty in the agricultural sector either do not
own land, have almost no land, or are fishermen. The landless number about 7,000 and
depend on rented or "borrowed" land to produce subsistence crops. People who cannot
purchase sufficient food are estimated at about 8,000, and those who can buy food but lack
other basic necessities are about 10,000. Agricultural workers with insufficient land often are
unable to produce enough on their land to meet their food and/or basic needs, and seek
temporary salaried work to make up the difference (see Annex 6).

2.31 Among agricultural workers with insufficient land are indigenous people who live on
reservations that are frequently invaded by non-indigenous workers. Remote locations make
it difficult for them to find jobs; thus, they generally depend on income generated by
agricultural work and cattle-raising. Another group work on IDA (Instituto de Desarrollo
Agrario) settlements (comprised of indigenous and rural poor communities), which show
poverty levels over 80%--caused mainly by insufficient support necessary to consolidate
them as producers (see Annex 9). A third group of poor, primitive fishermen, number about
10,000 and use traditional boats and fishing techniques, and lack easy access to docks and
storage. With no managerial and organizational capacity to market their products, they earn
little, and are constrained by a seasonal ban on fishing, further limiting their production and
leading to more poverty.

2.32 Employment Issues. Unemployment is a significant issue for the urban structural
and PL poor. In both cases, unemployment rates are approximately four to six times that of
the non-poor and the PL poor (see Annex 5, Table 4). Holding a regular job correlates
strongly with not being structurally or UBN poor. High open unemployment typifies the poor
household heads in Costa Rica, particularly women. Unemployment is more common for



16

females, suggesting that discrimination can take the form of both lower wages and access to
jobs. Poor groups (structurally and PL) show much lower labor force participation rates,
which, in the case of the structurally poor, are often caused by child care responsibilities.
The combination of high unemployment and low labor force participation rates is a primary
factor underlying much lower per capita incomes for poor groups--in addition to lower
human capital endowment. Lower productivity associated with fewer years of schooling
generally pertains to SP and PL poverty (Annex 5, Table 1).

2.33 Underemployment is commonplace for the poor. Underemployment, both open and
hidden, reached 29% and 40% in 1993, respectively, and represents a key problem (Encuesta
de Hogares, 1993). While the incidence of those working less than 35 hours or making less
than the average per capita income per hour is much higher among the SP and PL poor, it
should be observed that the ENISO questionnaire did not survey the willingness to work
additional time at the current wage. In urban areas both groups were concentrated in the
informal sector compared to the non-poor (see Annex 8, Table 2). This is also the case in
rural areas with regard to small farmers producing mostly for self-consumption.

2.34 In general, poorer groups show a significantly lower number of income earners per
household. The non-poor, both rural and urban, are concentrated in public sector jobs,
suggesting that attempts to redistribute income through public sector employment has a
negative equity effect in the aggregate. The poor also are predominantly self-employed.
This evidence also implies that distributive policies operating through formal sector
employment and wages, i.e., minimum wage policies, do little to favor the very poor.

2.35 Differences in labor productivity between the poor and the non-poor appear at the root
of the distributional problem in Costa Rica. In hourly terms, the non-;poor earn a labor
income three times higher than the poor. Also, non-wage labor incomes in the form of
benefits and bonuses are more common for the non-poor.

2.36 Informality Effects. The informal sector represents about one-fifth of all
employment in Costa Rica, one-third of which is female. This sector is comprised of older
workers, with less average schooling than in the formal sector. Although they have more
market experience, their hourly wage is about three-fourths below that of the formal sector.
Poverty among female self-employed agricultural workers is more prevalent than among
males. Among salaried workers poverty is more prevalent among males than females.
Salaried women participate, when possible, in the modem agricultural sector, mainly in
exports, where jobs are better paid (Annex 6).

2.37 Informality in the labor market is a key determinant of poverty in urban areas. The
structural poor disproportionately work in the informal sector (34% against 18% for the non-
poor). Poorer regions of the country (such as the rest of urban and rest of rural areas) are
characterized by a large informal sector. The informal sector is defined here as the self-
employed with less than 6 years of formal schooling and small firms (less than 5 employees).

2.38 Rates of return to human capital are higher in the formal sector of the labor market.
The total average rate of return to schooling in urban areas is higher for the formnal (9.2%)
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than for the informal sector (7.1%). However, for males in urban areas the average in the
formal sector is 9.2% and 6.3% in the informal sector, while for females the average rate of
return is higher than for males in both formal and informal sectors, at 10.6% and 7.2%,
respectively (see Annex 9, Tables 1 and 2). The effect on earnings of accumulated years of
experience, which in the aggregate is about 16%, is not statistically different for workers in
the formal or informal sectors. However, the average schooling among informal sector labor
(5.6 years) is lower than in the formal sector (7.9 years) (Annex 5, Table 1). Importantly,
wage differentials are generally associated with schooling factors--i.e., both years in school
and quality of education--rather than with market inefficiencies relative to different financial
returns on similar human capital endowments.

3. SOCIAL EXPENDITURES

A. EVOLUTION OF SOCIAL EXPENDITURES

3.1 The share of national wealth devoted to social expenditures in Costa Rica has been
among the highest in the LAC region at between 15% and 18% of GDP over the last 20 years
see Annex 10, Table 1). This underscores both the commitment and the cost of building the
country's commendable level of social infrastructure. However, the fiscal effort implemented
in connection with the stabilization and adjustment programs of the 1980s and 1990s kept the
level of social expenditures below the level of the seventies. Recovery to 1985 levels of per
capita expenditures occurred by 1993 in priority social areas; however, at about 19% of GDP
in the 1992-95 period, social expenditures are slightly under their mid-seventies level. Since
the eighties, there have been important expenditure reductions in education and health.
Unless the pension system is rationalized and more carefully targeted and administered, it
will continue to be a drain on public expenditures and constrain policy efforts to increase
flows to social programs directed to the needs of the poor. Other than social security, the only
notable increase in terms of per capita expenditures after 1990 occurred in housing, where the
redistributive impact sought by social policy is difficult to assess.

3.2 Real expenditures per capita aimed at the poor, particularly investment in education
and health facilities, did not recover their 1980 levels after adjustment. (Annex 10, Table 1).
The reduction of investment expenditures in the social sectors contributed to a deterioration
in the quality of service delivery. Efficiency in service delivery is low as well because of
high administrative and personnel costs that absorb a large share of total expenditures and
effectively reduce the real level of transfers to target groups.

3.3 In 1992, the distribution of government social expenditures shows that only about
30% was spent on poverty amelioration and basic priority programs, such as primary health
care, nutrition, and basic education. On the other hand, 58% was spent on non-basic public
social sector programs, such as tertiary medical care and university education. Currently,
about 8% of social spending goes to programs directly related to poverty alleviation, while
special retirement plans account for 12% of the social sector budget (see Annex 10, Table 2).
An analysis of social spending by sector reinforces this point.
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3.4 To address the most urgent needs of the poorest would not require very large shifts of
public expenditure. While estimating the investments required to finance priority poverty
programs is beyond the scope of this assessment, an exercise on how distant from the poverty
line -are the very poor (see Annex 11, Table 1) shows that to provide all those with an income
equal to that of the extreme poverty line would require a transfer of only 0.28% of GNP.
However, the similar figure for raising all the very poor to the poverty line (with two BFBs)
is 2.3% of GNP. It should also be observed that there is ample room (see Annex 10, Table 2)
for shifting public expenditure from non-targeted to priority social programns targeted to the
poor. But the issue remains that there are deep pockets of poverty, which is a challenge as to
how to reach them and what to do.

B. EXPENDITURES BY SECTOR

3.5 Education. Public educational expenditures steadily increased during the seventies;
however, during the fiscal crisis of the early eighties they fell from a level of 5.5% of GDP in
1980 to 4.9% in 1985 (Annex 10, Table 1). By 1987, total expenditures were 20% lower in
real terms than in 1980--despite an 8% increase in total enrollments during the period.8

Some recovery has taken place, with expenditures for education, for example, increasing to
5.2% in 1995; however, the sector became less important in the overall govermnent budget.

3.6 Education expenditures as a share of social expenditures have dropped from their
1975 (35.4%) and 1985 (31.7%) levels to 27.4% in 1995 (Annex 10, Table 1). The effect of
these cuts was stronger and the recovery was slower initially at the primary and secondary
levels whereas higher education was less affected because of maintenance of previous
funding levels. Real expenditures per student declined by 35% in primary education and by
about 25% in secondary education between 1980 and 1990. The overall decrease seriously
affected the quality of education, and more students who could afford it began to attend
private schools. In higher education, expenditures per student were reduced by only 10%
during the same period.

3.7 Capital expenditures fell from 27% of total expenditures in 1980 to 7.5% in 1987
(World Bank, 1990). Moreover, the pension scheme for teachers represented nearly 6% of
the education budget, which reduced further the potential to purchase educational materials
and maintain equipment. This tendency appears to have continued into the nineties: mission
estimates show that between 1990 and 1993, capital expenditures were only about 2% of total
expenditures, with 60% going to salaries and an increased share (38%) to transfers (mainly
higher education and teacher pensions).

3.8 Health. Both current and capital health expenditures suffered from the recessions and
tight fiscal policies during the eighties and have only recently begun to inicrease. Between

8 Between 1975 and 1985, the decline in per capita expenditures in education was 24 percent.
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1980 and 1985, total health care spending (excluding CCSS) declined from 8.2% to 6.7% of
GDP, recovering later to reach 7.5% in 1995 (Annex 10, Table 1). In this regard, Costa Rica
compares favorably with most developed countries (in the sense that they maintain high
coverage levels with lower expenditure levels), and is well above the average for other
middle-income countries. Health and nutrition expenditures have long represented the largest
and most significant component of social expenditures, accounting for between 15% and
25% of total public expenditures and about half of total social expenditures in the seventies.
Beginning in the eighties, however, the share steadily declined.

3.9 Social Security. Social security expenditures have almost doubled since 1980,
reaching almost 28% of total government expenditures in 1995, or about 5% of GDP. About
half of this amount is for the CCSS while the rest is for the special programs. CCSS
expenditures consistently have been spent on pensions (about 85%), health (10%),
administrative (5%), and other expenses (1%) (see Annex 10, Figure 1). In fact, Government
pension expenditures by the CCSS to public sector employees absorb as much as 13% of
social expenditures. This situation has raised the cost of this program and diverted resources
from priority programs. Important reforms of the special pension system, begun in 1995
(para. 1.12), strive to eliminate privileges and distortions inherent in the previous system.

3.10 The CCSS program for health provides curative services in its 29 hospitals, including
outpatient clinics and programs in dentistry and medicina mixta. Over half of CCSS
expenditures were spent on salaries, while the remaining 44% went to recurrent expenditures
in its clinics and hospitals, subsidies paid for sickness and burial benefits, and other transfers
and payments. In the 1980s, the Government decided to make CCSS health services
available to the indigent population; however, no appropriate means tests were developed.
Efforts have been undertaken in the last three years to improve the model of health services
delivery, giving increased priority to Primary Health Care Teams (EBAIS) that should cover
the whole country in the medium term.

3.11 Housing. Recently the Special Housing Commission (CEV) was eliminated and
responsibilities related to public housing were transferred from the Social Assistance Institute
(IMAS) to the Ministry of Housing. Also, targeting of housing bonuses to the poor
improved. Data indicate that in 1993, 18 bonuses per 100 poor families were delivered
compared to 13 per 100 the previous year.

4. DISTRIBUTIVE IMPACT OF PUBLIC EXPENDITURES

A. INTRODUCTION

4.1 The Government's social agenda includes an array of programs with specific
objectives and target groups, including: (a) programs to help low income families and reduce
poverty; (b) universal free access to health and education services, including higher
education; and (c) benefits to government employees. The moral imperative to protect
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vulnerable families remains; however, fiscal constraints will continue to be an impediment to
the traditional policy of universal free access to all social services.

4.2 In the 1980s, as in the current environment, fiscal austerity had the effect of
restricting expansion of the government in the social area, prompting a shift to community
organizations and participation to address the structural social problems. The approach
faltered for lack of new policy instruments or specific policy actions. As social pressures
mounted with the economic recession, the fiscal environment further deteriorated, causing
poverty and other social problems to worsen. Traditionally, sociail policies did not
concentrate resources on primary health care, basic education and nutrition, and thus there
was an increasing inability to handle urgent social issues. At the same time, the targeting
approach of Fondo de Desarrollo y Asignaciones Familiares (FODESAF) progressively
eroded in the absence of specific policy guidelines; it became insteadL an instrument for
transferring resources to other government institutions.

4.3 Social programs that continued to receive emphasis in the mid-1980s included the
National Social Compensation Program, which was intended to alleviate the impact of the
fiscal crisis on the poor by financing social programs to reach the poorest groups. However,
the combination of poor targeting, inadequate financing and weak executing agencies
resulted in a low impact of social policies directed to the poor and the needs in key social
areas such as general education, primary health care and nutrition. As a result, the
Government reverted to greater emphasis on price supports for basic grains and controls on
food basket items, supplemented by substantial real wage increases (particularly in the public
sector). These actions only complicated the supply response of the economy and deepened
the fiscal problem.

B. CURRENT INITIATIVES

4.4 The Government's most recent initiative, the National Anti-Poverty Program, was
begun in 1995 under the direction of the Office of the Vice-Presidency. It contains a set of
actions targeted to the poorest and most vulnerable groups in the areas of children's
development, women, the unemployed, the disabled, and community development. While
some funding from FODESAF is available to finance these programs targeted to the poor,
increased impact in the medium term can be achieved only to the extent that these activities
are better integrated into the regular actions that the diverse government agencies undertake
in the social sectors (para. 1. 10).

C. DISTRIBUTIONAL IMPACT

4.5 Although social policies in Costa Rica are geared to assist low income groups, many
public sector interventions and programs effectively have been biased in favor of higher
income groups. Preadjustment macroeconomic and development policies favoring import
substitution had distributional effects that favored upper income sectors. Social spending,
while more progressive than income distribution, has tended to increase slightly among
higher income groups rather than being strongly channeled to poorer groups (Table 4.1). The
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high share of social expenditures that goes to families in the upper half of the income cohorts
results in higher per-capita spending for upper-income families for their smaller family size.

TABLE 4.1. Costa Rica: Distribution of Social Expenditures, 1992

naiC6 Sare-of S -Shareof-Social SocialPrograms ieU Soi atProra .niwenfit a-
ncone Income. Expenditures (%) per Capia : ap nt Income
Goups () ..... -9

1: 6.4 21.0 396 65

II 11.6 20.7 390 35

III: 15.5 18.6 351 23

IV: 23.4 20.1 379 17

V: - 43.1 19.6 370 9

Source: Mission estimates from official sources.

4.6 In fact, over half of social sector expenditures benefit upper-income families.
Distributional skewing of social benefits and inadequate social program targeting ultimately
diminish the effectiveness of expenditures in reaching the low income groups and severely
restrict their potential to exit poverty.

4.7 The distributive impact of government expenditures for education, health and
nutrition, social security, and housing programs are summarized below. Overall, there has
been a steady decline of the benefits going to the poor between 1983 and 1992 (23.5 to
16.6%) and a steady increase of such benefits to the richest quintile (18.6 to 27.3%) over the
same period. Moreover the same decline occurs for the distribution of education and health
benefits, with important increases for the richest income quintiles between 1977 and 1992
(Tables 4.2 and 4.3; information prior to 1986 from World Bank, 1990).

4.8 Education. The distribution of enrollment by level of education and income group
indicates that the incidence of public primary school expenditures is progressive; while the
distribution of public expenditures for higher education is highly regressive.9 In the past, the
distribution of benefits was more equitable since public efforts were focused on primary
education. Beginning in the 1970s, however, the creation of public universities and the focus
on higher education skewed the benefit structure. In 1977, the top two income deciles
received 16.3% of public benefits for education; however, this share rose to 24% in 1986 and
is estimated at 12.1% in 1992. The poorest two deciles received about 50% of the benefits in
1992 (see Table 4.2 and World Bank, 1990). Incidence analysis of public subsidies per
student shows that while primary education expenditures generally are evenly distributed, the

9 In 1986, only 9.5 percent of university students belonged to the poorest families while a large portion, 72%, belong to the richest
40%. By 1992, only 1.6% of the university students belonged to the poorest families while a growing proportion, 73%, belonged
to the richest 40%.
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size of the subsidy per student grows with higher levels of education, with university
expenditures being very regressive. Although the poor deciles receive the bulk of the
primary education subsidy, they receive progressively smaller subsidies per capita at higher
levels of education. Consequently, the richest deciles receive the largest overall subsidy per
capita.

TABLE 4.2: Distribution of Enrollment and Benefit from Public Spending on Education
By Income Group, 1986 and 1992

[ -............- ;0 ...< . .. , :. .....t.. ...... ., , .,, ,. .. ...
~~~~~~~~~~~~~~~~~~. . .... or ..............

Income Group
(1986)

Poorest 20% 30.0 17.8 9.5 19.2

20% 27.0 21.4 5.0 16.8

20% 21.5 23.1 13.5 18.6

20% 13.5 21.2 28.9 21.4

Richest 20% 7 8.0 16.5 43.0 '24.0

Income Group
(1992)

Poorest 20% 33.7 16.0 1626.6

20% 25.5 22.0 10.0 2.>3.2

20% 19.4 22.4 15.0 19.7

20% 14.2 23.6 - 35.1 1 8.4

|Richest 20%/ 7.1 16.0 38.2 i2.1

Source: MIDEPLAN, 1994I and World Ban Stf estmaes
Note: Income as used in income groups refers to family income per capita.

Primary includes preschool education and special education as it is not separated.

4.9 Distributive inequities occur in the urban bias of education delivery systems. Urban
metropolitan areas and the Central Valley regions benefit from a higher concentration of
schools, a larger percentage of qualified teachers, better physical infrastructure, and more
instructional material. In rural areas, where the socioeconomic profile of families is lower,
fewer children attend preschool education and the repetition rate is much higher. In these
areas, fewer children matriculate at the secondary level and a higher proportion attend
technical schools (mostly in agriculture-related fields).
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4.10 Health. Access to health for the poor is good and data indicate that inequality was
low in the 1980s; however, it grew in the period 1986-1992. The lowest income groups have
access to all services: in-patient, outpatient, and preventive. The distribution of public health
benefits has become less progressive, however. While in 1986 the poorest quintile received
almost three times the benefits of the richest quintile (27.7% to 10.8%, respectively), by 1992
a decline occurred in benefits to the poor and an increase to the rich allotted each about 13%
of the total. This reverses the trend of improving income distribution, since it lowers the
effective real income of the poor (see Table 4.3).

Table 4.3: Distribution of Benefits from Public Spending on Health, by Income Group,
1986 and 1992

- ~riuti o Renfts (%)

Leve ofS.i -. i paret :uto :::: ut ti A::ll

Income Group (1986) _____ ___ ___ ______

|Poorest 20% 27.8 22.3 27.8 27.7
20% 23.1 21.4 24.1 23.5

0 ~~20% 26.2 24.5 19.1 24.1
20% 12.0 18.1 16.6 13.8

Richest 20% 10.9 12.7 12.4 10.8
-|Income Group (1992) l ______ l_______ ______

iPoorest 20% j29.8 j25.4 43.5 26.5
| ~~20% 21.5 23.3 22.4 23.0 l

20% 16.4 19.5 16.6 19.0
20% 17.6 18.8 10.7 _ 18.4

R ichest 20% 14.8 : :13.0 6.8 13.0
Source: MIDEPLAN and World Bank staff estimates, 1994.
Note: Income as used in income groups refers to family income per capita.

4.11 The reduction in expenditures during the eighties increased geographical inequities in
the provision of public health services. During this period, many remote areas lacked health
facilities, with over one-third of the rural population not covered. Several expenditure factors
contributed to the declining quality of rural health care and had equity effects. These included
a lack of recurrent expenditures to pay personnel at rural health posts, repair vehicles,
purchase fuel and supplies (e.g., pharmaceuticals), or pay rural workers' per diem expenses.
About 17% of the population--mostly the indigent who cannot afford private care--were still
not covered in 1993. A 52% increase in diarrhea between 1990 and 1992 suggests a decline
in quality and coverage of the primary and preventive health system. Also, while severe
nutritional problems in children are very low nationwide (about 1% of children), there are
regions where severe malnutrition affects 4% of children and the presence of some nutritional
deficiencies affects as many as 24% of the children (in regions such as the Huetar Norte and
South Central).
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4.12 Investment in the private sector has been increasing, however, as 15% of total health
expenditures are now spent in the private sector. Increased private expenditure on health is
reflected by greater expenditure in private clinics and hospitals, which cater to the affluent.
Their expansion is a clear signal that the public sector has limited capacity. The efficiency of
health financing also suffers from the complex and diverse sources of revenue for the
different institutions providing health services. The current average unit cost of a CCSS
medical consultation is about US$10 while that of a private clinic is as much as ten times
higher (or even more). Hence, CCSS covered clients of private health clinics receive a much
greater percentage of the health subsidy than clients of public clinics, where the poor can be
found.

4.13 The nutritional status of Costa Rica is quite good compared to other countries.
However, for the poor the incidence of malnutrition is high--despite interventions mostly
through price subsidies. The low income groups still heavily rely on subsistence nutrition for
their food sources (Ministry of Health, Encuesta Nacional Sobre Consumo Aparente de
Alimentos, November 1990). Since, the very poor spend a high percentage of their income on
food they are highly vulnerable to volatility of food prices.

4.14 Social Security. Over the past two decades, inequities in the pension system have
increased. The distribution of social benefits on pensions shows the highest income groups
benefiting disproportionately (Table 4.4). In the past, the distribution of benefits was more
equitable since the coverage ratios were different: in the mid-1980s, however, fragmentation
and differences in benefits and contributions affected the benefit structure, resulting in
inequalities among different groups.

TABLE. 4.4: Distribution of Social Benefits for Pensions, 1983-92
...... .......... ...... ... - , ... ..

1983 10.2 29.4 

1986 6.2 47.8

1992 9.1 35.5

_. ...........

Source: MIDEPLAN, Trejos, and mission estimates, 1994.

4.15 Benefits depend on the definition of the pensionable salary, requirecl length of service,
replacement rate, and retirement age. However, insufficient inflation indexation of the system
causes inequities and regressive redistribution over time. Inflation has averaged about 15%
over the last 5 years. Since the system is not indexed for the calculation of the pensionable
base salary, except for the special schemes, these beneficiaries will face an erosion of their
pensions. The social security contribution scheme is simply adjusted periodically based on
the availability of financing.
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4.16 Incidence analysis of the social security and safety nets now in effect in Costa Rica
indicates the CCSS contributory scheme is the most progressively distributed while the
individual pension funds (regimenes especiales) are regressively distributed. However, the
IVM covers primarily public sector employees rather than the poor and is also an inefficient,
partially funded system. The other type of pension, the CCSS non-contributory scheme or
(El Regimen No Contributivo (RNC)), is fairly equally distributed in providing welfare
payments for the elderly and disabled not covered by other social security insurance. To
have a greater social welfare benefit, the individual pension funds would need to be unified
and reformed to increase coverage, equity and efficiency. A three-pillar approach would be
the ideal system, in that it would involve both the public and private sectors and the
individual worker in designated proportions.

4.17 An attempt to unify the fragmented system was made June 15, 1992, under the
General Framework Pension Regime Law, to bring 17 special schemes under a common set
of rules. However, changes related to retirement and benefits under the new law were
contested in court, and it appears that opposition to the changes will extend fragmentation
until reforms are effected.

4.18 The Government reform program has four major elements. First, the reform calls for
improving the actuarial position of the CCSS. This would be accomplished primarily
through: (a) increases in the retirement age; and (b) modification of the benefit formula,
decreasing the replacement rate. Second, it aims to put the special pension schemes under
common rules regarding benefits and contributions. Third, it aims to transform the public
pension system from an entitlement program to a capitalization fund. Fourth, it will create a
complementary private pension system. Further advance of these reforms are urgently
needed to avoid a huge unsustainable deficit projected as early as 1996. The Government
appears to be moving in the right direction given modest initial achievements, and advances
obtained appear to be sustainable.

4.19 Housing. The public sector reform program in housing has yielded more visible
results. Construction programs under the direct supervision of the line ministry were
eliminated and substituted by a system of applications for financial aid which compete on the
basis of ranking economic and social conditions. Improved coordination of different units
Onder management of the line ministry was also attempted. The reform effort implied the
elimination of the Special Housing Commission (CEV), and the transfer of responsibilities
related to public housing from the Social Assistance Institute (IMAS) to the Ministry of
Housing. Also, targeting of housing bonuses to the poor improved. In fact, available figures
indicate that in 1993, 18 bonuses per 100 poor families were delivered, in contrast to the 13
per 100 poor families in 1992.

D. SHARPER POVERTY Focus

4.20 The inequity implicit in social indicators for Costa Rica's poorest compared to other
countries--and in the context of its own social programs just reviewed--suggests an urgent
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need to study more closely the reasons for not reaching adequately the population most in
need. The continued abatement of poverty in the 1990s can be attributed as much to the
economic recovery as to the effectiveness of social expenditures in light of the past history of
the country in this regard--i.e., during economic upswings poverty indicators improve
because of employment generation based on available human capital (a reflection of
consistent investment in education over time) with the opposite effect (luring downswings.
However, it appears that whether the economy is doing well or in the process of adjustment,
the needs of the structural poor are not being met. In fact the distributional effect is
worsening for this group. This suggests the poor will need to be more comprehensively
profiled and expenditures shifted to address this bias of social benefits toward the non-poor.
Additionally, the impact of the 35 or more programs addressing the social needs of the poor
will need to be evaluated in view of current inefficiencies (see para. 1.11 and Annex 2).

5. CONCLUSIONS AND RECOMMENDATIONS

A. CONCLUSIONS

5.1 The commitment of the state to provide social welfare benefits to all ultimately has
led to an erosion of benefits for the poor regardless of the state of the economy--even though
levels of poverty measured during the 1980s were high and eventually reduced due to growth
and some recovery of strong expenditures in the social sectors. The access to and distribution
of benefits continue to favor substantially the upper two quintiles of the income distribution.
In essence, the broadly based welfare concept does not allow sufficient resources to reach the
poor and limits their access to education, training, and employment to exit poverty. What
will be needed--in consonance with the recommendations of the 1990 Bank Social Sector
Spending report--is better targeting and a commensurate reduction of expenditures for
benefits going to groups who are among the non-poor.

B. RECOMMENDATIONS

Recommendations

5.2 The findings of the report lead to the following observations and recommendations:

(a) Geographic Targeting. The highest aggregate poverty levels are found in
regions outside the Central Valley both urban and rural, where little formal
social assistance goes. Rural areas most in need are in the regions of Brunca
and Chorotega, the Central Pacific region, and the Huetar Norte and Huetar
Atlantica regions. Also the poorest in the agricultural sector are self-employed,
landless and fishermen, as well as indigenous people owning very little land.
Recommendation: The identified geographic areas should be the focus of
greater social programming assistance. However, there are special groups in
the metropolitan areas that have to be also targeted.
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(b) Social Expenditures. Based on the distributional impact analysis
conducted, significant social expenditures (70%) are made for non-poverty-
related programs and those not directed toward satisfying basic social needs of
the poor. Under the framework of universal free access, 58% of social
expenditures go to support upper secondary and university education, middle-
class housing, and curative medicine, while another 12 % goes to fund the
Government's special programs. Recommendation: Effective mechanisms
will need to be developed to ensure that the available financial resources
effectively reach the poorest populations. This should include introducing cost-
recovery mechanisms, especially for costly tertiary health and education
programs. These should complement public sector modernization processes to
increase efficiency in the delivery and financing of education and training as
well as health and nutrition programs.

(c) Labor Productivity. To minimize the negative impact of economic
adjustment on social grounds, policy measures will be needed to increase
productivity of the most vulnerable, least educated labor force. Given the
importance of education as a means to social and economic mobility, policy
initiatives will be needed to direct resources more fully to meet the needs of the
poor. Also, improved training and retraining would have more impact on the
poorest if structured to enhance the labor productivity of workers in the informal
sector in both rural and urban areas. This is especially important to support
increases in education rates among poor children and to improve education and
training for females to enhance opportunities for productive employment.
Recommendation: First priority should be given to completion of basic
education by averting the tendency of poor children, especially females, to leave
school before completing grade 6. In addition, programs to help this population
complete grade 9 should be a part of this effort. Changes will be needed in
policy guidelines to develop appropriate, cost-effective training programs for
the poor, i.e., workers in "other rural" and "other urban" areas, in the
agricultural sector, and women who are heads of household in both rural and
urban areas.

(d) Institutional Development. Public sector programs to assist priority groups
are numerous but fragmented under a variety of institutions that do not operate in
a coordinated way. Financing of these programs should flow more in accordance
with their impact in terms of both effectiveness and equity. Moreover, study
estimates suggest that little additional funding would be needed to reach the
structural poor more comprehensively--especially if social program coordination
were rationalized and non-priority social expenditures reduced relative to those
who could afford the services now provided at little or no cost.
Recommendation: FODESAF funds intended to assist Costa Rica's poor will
need to be better targeted, monitored and coordinated among the many ministries
involved in social program delivery, including organizations such as IMAS, to
support the goals of the Government's National Program to Combat Poverty
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(PNCP). Moreover, a system of uniform social indicators should be established
to facilitate impact evaluation of social programs relative to cost effectiveness
and reaching those most in need. In turn, the Government should move to
standardize and refine its approach to assessing poverty levels, concentrating on
identifying urban and rural poor as needed to target and tailor programs to the
poor living below the poverty line, especially to those identified as living in
extreme poverty.

Final Observations

5.3 The strong link in Costa Rica between economic growth and poverty has resulted
from: growth in sectors that traditionally employed large number of workers, i.e., agriculture,
which narrowed the rural-urban wage differential reducing the number of poor in the process.
The commitment to investment in education also has paid big dividends for the country. To
continue along this path and to deal with the issue of poverty will require vigilance in
sustaining a high growth trajectory. Also, expansion of public services will become
increasingly difficult as the adjustment policies take effect. This vvill require greater
efficiency on the institutional and financial side than currently exists. Hence, along with the
current modernization efforts more attention will need to be directed to those most in need of
social benefits provided by the State, and especially to how they can be delivered more
effectively by both public and private sectors.

5.4 The Government's social agenda includes an array of programs with specific
objectives and target groups, including: programs to help low-income families and reduce
poverty; universal free access to health and education services, including higher education;
and benefits to government employees. The moral imperative to protect vulnerable families
remains; however, fiscal constraints will continue to be an impediment to the traditional
policy of universal free access to all social services.

5.5 In fact, the inequity implicit in social indicators for Costa Rica's poorest compared to
other countries--and in the context of its own social programs reviewed in this report--
suggests an urgent need to study more closely the reasons for not reaching adequately the
population most in need. The continued abatement of poverty in the 1990s can be attributed
as much to the economic recovery as to the effectiveness of social expenditures in light of the
past history of the country in this regard--i.e., during economic upswings poverty indicators
improve because of employment generation based on available human capital (a reflection of
consistent investment in education over time) with the opposite effect duiring downswings.
However, it appears that whether the economy is doing well or in the process of adjustment,
the needs of the structural poor are not being met. In fact, the overall distributional effect has
remained relatively stable since 1986. This suggests that the poor will need to be more
comprehensively profiled and expenditures shifted to address this bias of social benefits
toward the non-poor.
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ANNEX 1

TABLE 1: Social Indicators for Selected Latin American Countries
(1991)

['. .'.'- '.-... '" ' '''''. ...." ' ... . JF

Costa Rica1,850 14 76 87

Argentina 2,790 25 71 5 n.a

Brazil 2,940 58 66 19 88

|Chile 2,160 17 72 7 86

|El Salvador 1,080 42 66 27 70

Guatemala 930 60 64 45 n.a

Panama 2,130 21 73 12 92 

Mexico 3,030 36 70 13 98

|Venezuela 2,730 34 70 12 61

Source: The World Bank, 1993 World Development Report Washington D.C., 1993.
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TABLE 2: Poverty and Income Levels, Selected Latin American Countries

" '.'.' .'' ' '...... ' ' , ' " ' ' ,' ' ..,..' ." .' ' ""' ' ""' ' .. :.:'.,.....,..' '.'.'. '.' ........-198.0 19
.',',', .',.''".' '' ' ' .,., ' ". . .',". ' . .,'. ' ~ ~ ~ ~ ~ ~ ~ ....... ....

Argentina (metro) 3.0 2,950 6.4 2,210

Argentina (Rural) 11.5 23.4

Bolivia (Urban) 34.1 870 54.0 580

Bolivia (Rural) 81.3 76.2

Brazil (Urban) 23.9 1,960 33.2 2,080

Brazil (Rural) 55.0 63.1

Chile (Urban) 15.9 1,510 9.9 1,630

Chile (Rural) 34.0 10.4

Colombia (Urban) 13.0 1,070 8.0 1,130

Colombia (Rural) 58.4 40.6

Costa Rica (Urban) 9.9 1,550 3.5 1,650

Costa Rica (Rural) 16.7 3.2

El Salvador (Urban) 23.6 1,170 41.5 930

El Salvador (Rural) 50.6 51.4

Guatemala (Urban) 35.7 1,060 50.9 830

Guatemala (Rural) 52.7 76.5

Honduras (Urban) 38.8 1,315 54.4 820

Honduras (Rural) 70.6 82.6

Mexico (Urban) 9.4 1,920 14.1 1,730

Mexico (Rural) 19.7 27.9

Average LAC Urban 16.8 1,900 23.0 1,700

Average LAC Rural 45.1 52.5

PH (%): Poverty headcount as percent of the population.
US dollars: Average per capita income of the country.
Source: Pscharopoulos et al.: Povert and Income Distribution in Latin America. The Story of the 1980s, Human Resources
Division, Latin America and the Caribbean Region, The World Bank, Washington DC 1992.



34
ANNEX 1

TABLE 3: Selected Latin American Countries: Social Indicators
(lowest per capita income quintile, urban areas)

(1989)

. ... .er..e .. t e. .........
.. ,...o, . .. a..

.... ,' . * ,,,.,., .. < k O n' SU '''"'""''''' ~~~....................
S 5~~~~~~~~~~~~~~~~~~~.-.'.'....... .' . ... .. ... . .. .. ... .. .

X geim 6.6 4.4 16.3 7.4 31.2 44.3 13.2 n.a.

Soii 9.9 10.5 22.3_ 12.1 34.2 37.4 _20.7_ 66.2

.~~~~~~~~~~~~~~~~~~~~~~...... ..j ..j ..-..

Chil- 6.8 8.8 24.3 9.6 31.7 41.8 14.8 n.a.

=36onbi 5.8 6.2 23.1 5.9 32.2 50.3 16.9na

-,,, - -, -~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~....--, .... .

-aRc 6.0 10.41 34.1 5.2 r 30.2 46.0 -11.1 63.5

Guatemal 2.0 i48.7 13.0 i 18.8 j n.a 42.9 3. 93.3

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~..., ...,,...i.

Honura 3.5 127.11 41.4 r 17.1 40.9 41.5 19.1 84.9

~~~~~~~~~~~~~~~~~~~~~. . . . .. . . . . . . - . . . .. . ... .. ..

1 . - - - 3.0 27.1 10.5 8.7 38.5 45.3 7.3 n.a.

~~~~~~~~~~~~~~~~~~~~~~. . . . . #E!. .: . .. -.. ...

. uguay 6.1 5.0 25.0 5.7 19.3 52.5 16.7 18.3

Source: Pscharopouos e LaL: Poverty and Income Distribation in Latin America. The Storv of the 1980s, Human Resources
Division, Latin America and tbe Caribbean Region, The World Bank, Washingon D.C., 1992.

N'otes: (1): Average years of schooling for population 18 years and older;
(2): Illiteracy rate for population 15 years and older;
(3): Percentage of female-headed households;
(4): Dependency ratio (employed per inactive plus unemployed);
(5): Proportion of population 10 years anld less;
(6): Labor force participation rate;
(7): Unemployment rate;
(8): Informal sector employment. Data pertain to the lowest decile of the income distribution

constructed on the basis of total per capita family income.
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POVERTY ALLEVIATION SOCIAL PROGRAMS IN COSTA RICA

Overview

1. Costa Rica's public sector is currently managing about 35 different programs to
assist different priority groups. This various programs are financed either by FODESAF,
and administered by specific ministries or institutions, or funded directly by the budget of
a specific ministry or institutions. Table 1 shows a wide array of programs in Costa Rica,
which significantly overlap in terms of target population and report to a variety of public
central or decentralized institutions. Duplication and overlapping are unavoidable,
particularly because coordination across institutions is poor, and the mechanisms for
resolving disputes or determining priorities are not in place. Such a large dispersion of
social programs also complicates routine financial allocations, as well as the evaluation of
the effectiveness of the numerous programs. Addressing the organizational issue was to
be at the center of the public sector reform program, including developing a more
centralized management unit and budgetary allocations based on evaluating past
achievements.
Summary of Institutional and Financial Issues in the Food and Nutrition Sector

Overview

2. Costa Rica has implemented numerous social programs, among which those
related to feeding and nutrition play an important role. These programs have been oriented
toward groups that are marginalized both socioeconomically and geographically.
Budgetary allocations for food and nutrition programs and public health have expanded
coverage and improved the social welfare of the population.

3. Both the Ministries of Health and Education have nutrition programs targeted
principally on the poor. Over the last three decades, institutions such as IMAS, PANI, the
Ministries of Work and Social Security, and the Costa Rican Social Security Fund also
developed programs in the areas of food and nutrition.

4. Today, a variety of programs incorporate aspects related to nutrition. Those of the
Ministry of Health and Ministry of Education were developed specifically to improve the
nutritional state of the general population. These programs function based on the
procedures of their respective ministries, and with little or no interinstitutional
coordination. This impedes the efficient use of resources and makes it difficult to achieve
the desired results for the target populations.

5. Currently, Costa Rica in engaged in a global program of reforms to modernize the
state in an effort to improve the efficiency and quality of public services. The reforms
generally aim at a redistribution of resources that promotes a higher quality of life with
better potential for equitable social and economic development of the population.



36

Table 1: Social Programs by Institutional Dependence and and Target Population

By Institutional Dependence By Target Population
Ministry of Health

Health Care Centers Marginal Population
Health Care Posts Rural Population, less than 500
Rural Dental Care Childhood (0-14), Pregnant Womnen
Pre-School Children Centers Childhood (1-6), Pregnant and Nursing Mothers

CCSS
Non-contributory Pensions Indigent Population
Pensions Marginal Population

INCIENSA
Severe Malnutrition Recuperation Childhood (0-6)

ICAA
Water Supply Rural Communties

Ministry of Education
School Bonus Secondary School Poor Students
School Feeding Program Primary and Secondary School Students
School Uniforms and Tools Marginal Areas School Students
Improvement of Education Quality Marginal Areas School Students
Transportation Bonus Rural Area Students
Computer Education Program Pre-School / Primary Students, Marginal and Rural

Childhood National Society (PANI)
Children Rellocation Program Childhood (0-17)

Ministry of Labor
Attention for the Elderly Elderly
Micro-Enterprise Programs Micro and Small Enterprises
Nurseries Childhood, Women
Temporary Employment Unemployed

Social Assistance Institute (IMAS)
Welfare Institutions Childhood, Elderly, Drug Adicts
Family Micro-Enterprise Program Childhood (0-7)

CNREE
Special Rehabilitation and Education Disabled Population

BANHVI
Family Housing Bonus Homeless Families

IMAS
Popular Housing Program Homeless Families
Production Support Program Small Rural Producer Groups/Families

IDA
Agricultural Credit Small Rural Producer
Land Distribution Program Small Rural Producer
Legalization of Land Tenure Small Rural Producer with non-legalized land
Managerial Organization and Training IDA Beneficiaries

Ministry of Agriculture
Support for Produceres recently Rellocated Small Rural Producer

INA
Public Workshops Unemployed, Underemployed

Source: "La Lucha Contra la Pobreza en Costa Rica: Instituciones, Recursos y Programas", 1995
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6. A part of this effort was a survey of the main programs in food and nutrition for
the population younger than 18 years old, which was carried out by the following
institutions: the Ministries of Health, Education, Labor, and Social Security; Combined
Institute of Social Assistance, Costa Rican Social Security Fund, and the National
Childhood Foundation. Within the framework of the National Plan to Combat Poverty, the
social policy of the State was reoriented to create and increase opportunities that help
people move out of poverty.

7. The survey was conducted with the objective of creating a consistent data base.
Personal interviews were held with each program director. In the case of the Ministry of
Health, interviews were also held with line managers in charge of implementing various
components of the general program. Preparation for the survey included review of official
documents explaining the rationale and functions of each program. The Office of Social
Development and Family Allowances (FODESAF) supplied information about each
program budget. For some programs, FODESAF represents the only source of financial
support.

General Program Characteristics

8. The target population of each program varied according to the mission of the
institution. For example, the programs carried out by the Ministry of Labor and Social
Security (MTSS), PANI and PANEA show the lowest in coverage: the Community
Housing program (Hogares Comunitarios) reached 62% of its target group, but this
represented only 2.5% of the poor population of the country. It was not possible to
quantify the coverage of IBS relative to its objectives because coverage is not a
consideration in its program definition. However, it is assumed that the coverage of IBS is
approximately the same as Hogares Comunitarias. In contrast, estimates indicate that the
Nutrition Program of the Ministry of Health reaches 49% of the country's poor.

9. All programs have norms that are not unifornly followed. And the type of service
offered differs by programn objective. Desseminating of the benefits of the service varies
by type of program; however, there apparently is no systematic approach to replicating the
results beyond the immediate intervention--which is seldom mentioned as a program
objective. Three programs had quotas for buying food based on geographic area (the
Ministry of Health in the milk distribution program, PANEA, and PANI).

10. There was little supervision and control exercised in the programs surveyed. A
reason frequently cited was the scarcity of qualified personnel and lack of training related
to the food and nutrition sector, with limited resources avaliable for this purpose. Only the
Ministry of Health was careful to address the nutritional needs of the beneficiaries through
a special section set up specifically to monitor this program. However, the lack of staff
training made it impossible to sustain food and nutrition interventions in other institutions.
More emphasis is placed on evaluation of financial administration than on evaluation of
the technical aspects of the programs. Hence, responding to the normal reporting
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requirements of financial entities, either internal of external, would not be possible under
current institutional conditions. In fact, the evaluation of the technical aspects of the
programs in the executing agency seems of secondary importance.

Administrative Aspects

11. Most of the food and nutrition programs are executed in av vertical, highly
centralized manner. However, those of the Ministry of Health and of PANEA are carried
out in a decentralized, horizontal administrative mode, but greatly rely in many repects on
the central level. In all of the programs there is a scarcity of human resources. Thus, even
in the Ministry of Health there is insufficient technical capacity; in PANEA there are no
professonal nutritionists, with regional staff insufficient in number and lacking appropriate
training. Moreover, staff are not readily accessible for many intended beneficiaries, which
impedes the efficient delivery of services. The situation in PANI, IMAS, and MTSS was
similar. They lack professional personnel in nutrition, which causes problems with
appropriate and efficient allocation of food and nutrition program benefits. Also, there is
a lack of supervisory personnel.

12. In summary: administrative matters consumes most of the time of the technical
personnel which affects the successful implementation of the progranms. Also, trained
personnel are scarce in the areas of food and nutrition, which affects the quality of services
delivered. The directors or heads of the programs do not have training in nutrition
management. In all of the programs there is no training function or it is insufficient.
Importantly, all programs except PANI use volunteers to prepare food or secure funds and
materials to improve physical plants. This participation has proved significant for the
progress of such programs.

Financial Aslpects

13. All programs have a legal framework for all technical, administrative and financial
aspects. For the programs analyzed, the principal and often only financing source was
FODESAF. For the Ministry of Health, CEN-CINAI (Program XIII) was the other
important financing source.

14. There is some autonomy in the execution of program budgets. For example, in the
Ministry of Health part of the resources assigned to its own programs are channeled for
financing program outside the Ministry. Similarly, resource assigned by FODESAF are
also supplemented by funding from other institutional programs in the sector.

15. The cost of the program service per beneficiary is not fixed nor iis it based on a
prescribed amount. Most of the programs ask the beneficiary to contribute to the
respective programs. There are many forms of contribution ranging from volunteer work
of parents to monetary contributions based on the ability of the family to pay for a part of
the service rendered.
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16. In the majority of the programs, the total amount the Government has invested per
program cannot be determined, nor is there a budgetary plan by program. Also, it is nearly
impossible to identify the budget share relative to the amount of community support
obtained, which is not calculated either--with the exception of the Program of Childhood
Protection. Essentially, none of the institutions know their exact budget nor the cost of
food and nutrition program under their responsibility. Also, the financial entities are
unable to provide the percentage others contribute by institution and by program.

17. Currently the transfer and movement of funds is not rationalized within or across
sector institutions. An illustration is the flow of resources between PANI and the Ministry
of Health and PANI and the other social institutions, which is essentially uncoordinated
and probably duplicative.

18. In summary: the resources provided by FODESAF are ascribed to specific
programs. However, the financial data do not coincide in the majority of cases with that
furnished directly by DESAF. In the case of IMAS, it was not possible to separate
allocations by program. The Ministry of Health was the only institution able to
disaggregate program allocations by origin and amount of resource.

Management and Accounting System

19. The Costa Rican nutrition sector lacks a planning, budgeting, or accounting system
that permits identification of the investments that have been executed and even less so
their evaluation

20. With the exception of the Program of Childhood Safety of the Ministry of Labor,
the program managers do not know the exact amount of community support either
financial or in a bind. The funds provided directly by the community to support these
programs represent expenditures outside the program budget previously approved or the
plan formally agreed, and hence are not taken into consideration in the sector program
planning process.

21. There are no lines of coordination in the area of finance that facilitate
interinstitutional resources flowing from the same source for the same purpose. This
causes additional administrative expenses and confounds the calculation of program costs.
Moreover, there is no unified program BUDGET. Nor is there accounting on a program-
by-program basis. For these reasons it is not possible to access definitively the amount of
Government expenditures and investment for each food and nutrition program.

22. In the case of the Ministry of Health, the funds allocated may be sufficient to cover
program costs and to strengthen and expand programs. However, given the lack of
interinstitutional program and financial coordination, as well as the lack of qualified
personnel and absence of training programs, there is limited potential for sustaining
program benefits or realizing program goals--even in the most exemplary institution.
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COMBINING THE UBN AND PL METHODO]LOGIES

1. This study employs a combination of two alternative criteria to measure and analyze
the prevailing poverty problem in Costa Rica. The first criterion is the well-known poverty
line (PL), which is used extensively used in poverty studies. This standard method estimates
extreme and total poverty based on the individuals or households ability or inability to buy a
Basic Food Basket (BFB). The extreme poverty line relates to income insufficient to
purchase the BFB, and the total poverty line is set, according practice, to be double the
value of the BFB, representing a basic basket of shelter and clothing as well as food. The
main advantage of this method is its simplicity in identifying poverty with a single value.
The cost of a BFB is estimated at 3,154.2 (Colones of 1992) per month. When considering
different rural and urban BFBs this costs are 3,013.2 and 4,099.1 (Colones of 1992),
respectively.

2. A second criterion consists in classifying the population according ito whether or not
an a priori defined set of basic needs is satisfied. This method identifies the lack of access
to certain basic good or services as unsatisfied basic needs (UBN). The categories used to
define UBN are access to basic social services such as clean water, basic sanitation, and
schooling, and include overcrowding living conditions, i.e. whether or not the number of
people per room in the dwelling goes beyond a certain standard. The UBN method
approximates the concept of permanent income by identifying structural characteristics of
poor households that are less sensitive to cyclical income fluctuations. However, since the
UBN method disregards that the income level and the access to producing income are the
primary sources of poverty, it is not suitable for use in isolation.

3. Results Using the Combined (Poverty Line - UBN) Methodology. Using the
poverty line based in separate BFBs, structural poverty (defined as those who meet poverty
line and the UBN criteria) affects 7.4% of households (Table 1). Geographically this
constitutes 6.1% of the urban and 9.1% of the rural population. This structural component
represents about a third of the total poor of Costa Rica, as measured by a poverty line. Using
a single BFB, the structural poverty reaches 6.4% of households, or almost 40% of the total
poor (17.4%) relative to the poverty line. Of the total, 9.4% structural poverty corresponds
to rural areas, and 4. 1% urban areas (Table 2). Using a single or two separate BFBs does not
introduce significant differences for measuring the level of the structural poverty in Costa
Rica. However, using separate or single BFBs generates significant differences in the case
of the PL poor, i.e., poor using the income threshold criterion, but without unsatisfied basic
needs. Using a single BFB yields an 11% of the households in this situation (Table 2),
compared to 14.6% using separate BFBs (Table 1). This difference can be explained by the
poverty measurement in urban areas: only 5.7% of the households are PL poor when using
the single BFB, whereas using separate BFBs, 13.1% of the urban households are in that
situation (Table 1). These differences can be explained by an underestimation of the cost of
living in urban areas. To obtain similar levels of structural and PL poverty in urban areas
with the single BFB is unlikely (Table 2). When considering households in the category of
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UBN poors--i.e., those with UBN but with a per capita income above the poverty line--the
two methodologies yield similar results, as rnight be expected (see Tables 1 and 2).

TABLE 1: Costa Rica: The Structure of Poverty (% of Households)

Method 1: Rural/Urban BFB

POOR NON. Y0OTAPOVERTY 
(PvryLrn rtravertyLry in Citri)(M IUTCRlERA

Structural Poor UBN Poor
W1TH UBN Urban Rural Total Urban Rural Total Urban Rural Total

6.1 9.1 7.4 8.6 11.2 9.8 14.7 20.3 17.2

PL Poor Non Poor
WITHOUT UBN Urban Rural Total Urban Rural Total Urban Rural Total

13.1 16.4 14.6 72.2 63.3 68.3 85.3 79.7 82.8

TOTAL Urban Rural Total Urban Rural Total
POVERTY 19.2 25.5 22.0 80.8 74.5 78.0
(PL Criteria) I I I

TABLE 2. Costa Rica: The Structure of Poverty (% of Households)

Method 2: Single National BFB

.~~~~~~~~~~~~~~~7 7 7 -:i . -..... :: .--:-: .. :.:-;..--

--'--,-,'.'''..-'''',-'''-."."'.','''.-' .,... S.;. ':''''- '' -:--~~~~~~~~~~~~~~. ...... ..... ..
_________ (Plovt LieCiei) (oet.Ln Crtri) (UDNCRT IA

Struchtral Poor UBN Poor
VVIT UBN Urban Rural 1D1a1 Urban Rural Total Urban Rural 2tDa1

4.1 9.4 6.4 10.7 10.8 10.7 14.8 20.2 17.1

PL Poor Non Poor
WITHOUT Urban Rural E" D lUrban Rural Total Urban RUMl Total
UBN 5.7 17.8 11.0 79.6 62.0 71.9 85.2 79.8 82.9

TOTAL Urban Rural Total Urban RuIral Ttal
POVERTY 9.8 27.2 17.4 90.3 72.8 82.6
(PL Criteria)

Source: Bank analysis of ENISO 1992 survey data.
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PARTICIPATORY POVERTY ASSESSMENT

1. A Participatory Poverty Assessment (PPA) for Costa Rica was conducted, using a
methodology similar to the one used in other PPAs conducted with the Bank's assistance,
from October 1994 to May 1995 (see project files)'. This annex summarizes the
objectives, scope and results, and identifies issues for policy purposes.

2. The main objective of the PPA was to obtain qualitative poverty information in
several selected poor areas by soliciting the views of the poor and those who affect the
poor. The qualitative analysis was augmented with existing quantitative analysis in order
to better define the poor and their living conditions. The study provided insight into a
range of issues which quantitative analysis cannot fully answer including: (a) how the
poor and those persons who routinely interact with the poor perceive public services
(health, education, water supply, women in development, work, etc.); (b) the informal
safety nets and general survival strategies employed by the poor; and (c) how the poor,
and those who work with them, view obstacles and opportunities that impede or favor the
reduction of poverty in Costa Rica. Several of the results obtained here reinforce results
presented in the Poverty Assessment (main report) while some others appear as
independent and stand on their own.

3. A sample of 262 households was selected covering urban areas (Sarapiqui), rural
areas, and secondary cities (Buenos Aires and Puntarenas), and the Central Valley (Guarco
and Cartago and Rincon Grande de Pavas). In addition to structured household
interviews, other persons who work with the poor were interviewed in each locale,
including: (i) community leaders; (ii) NGO representatives, (iii) municipal leaders and
Guardia Rural; and (iv) service providers (such as teachers, health workers, agricultural
extensionists).

4. The research approach was primarily qualitative, although there was some
quantitative analysis of data. Two principal qualitative methods were used: instructional
interviews following a thematic guide and participant/observation. Structural interviews
using a thematic guide with individual community members and groups (e.g., elders'
councils, development and other committees, women's organizations, health and
agriculture promoters) covering a number of potential topics of themes. Seminars (similar
to focus groups) were held with community members to supplement the information
gathered through interviewers. Unstructured interviews were also conducted with persons
and/or organizations who work with the poor: school teachers, local government leaders,
health and educational personnel, extension agents, local institutions, NGOs,

The complete report prepared in Spanish by Carmen Camacho (Universidad Nacional), Manuel
Barahona and Pablo Sauma (MIDEPLAN-RUTA Social) will be published separately.
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intermediaries, and policymakers. The main findings and conclusions are summarized
now.

5. Housing. The poor of Costa Rica appear to place a particular importance on their
places of residence. Home ownership is highly valued as is more generally the quality of
one's home. This finding is not surprising reflecting as it does the importance of the
family in Latin American culture. However, the same persons interviewed pointed out the
difficulties which appear for properly targeting house subsidies (and particularly the Bono
de Vivienda) to the poorest. The figures found regarding housing conditions confirm
those from the ENISO Survey, particularly the lack of access to safe water and sanitation
by about 10% of the population. Households without water connection have not obtained
it due to lack of economic capacity to finance installation costs.

6. Access to Land. The results of the PPA reinforce the result obtained in the main
report regarding lack of land ownership or ownership of too small tracts of land as one of
the main factors associated with extreme poverty in the rural side. The poor also lack
access to education, training or technical assistance.

7. Health and Nutrition. As found in the main report, coverage of the poor with
good health services is the highest in the region. However, as found in almost every PPA
in the region (there have been 19 to date), treatment of poor clients by public health
personnel appears to be a factor as well in Costa Rica. Poor people are not accorded the
respect they believe they deserve by the health workers of hospitals and health centers.
They customarily wait long hours for treatment and generally are treated rudely when they
finally do receive attention. This is a mechanism frequently used for rationing services.
Family planning is apparently socially accepted but not necessarily practiced. Given the
result found in the main report of the association between larger families and poverty, it
should be observed that the need is less to promote family planning in Costa Rica and
more to explain and disseminate knowledge about family. A particularly troublesome
result found in the PPA is the excessive incidence of alcoholism and drug-addiction
(although the latter to a lesser extent) among the poor. Sometimes this is also perceived as
the cause of poverty.

8. The PPA reveals that although the poorest spend the highest portion of their
incomes in food, their situation in this area is distressing. Although particular emphasis is
given to child nutrition and to the corresponding school feeding programs, complaints
about the effectiveness of the numerous nutrition programs, including deficient targeting
to the poorest are frequent. This coincides with similar issues raised in the main report.

9. Education. Education is perceived among those interviewed as being of good
quality. While the proportion of children attending primary education is high, this is not
the case for secondary education and no children of poor families attend higher education
institutions whatsoever.
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10. Gender Issues. It is perceived that although the situation of women in Costa Rica
has changed there are still important issues to be addressed. Female heads of households
face more difficulties in the labor market than males. It would be highly desirable that
child care centers (including community centers - Hogares comunitarios) become more
readily available. Women also are significant among those who believe that increased
training opportunities may help to overcome poverty. And willingness to participate more
in the labor force is also expressed.

11. Solidarity and Participation. Solidarity is frequently observed. About one-half
of those interviewed indicated that they have received emergency economic support from
relatives and have reciprocated (or are willing to). Similarly about one half of the
population represented participate in community organizations. Given that people still
expresses high expectations of support from the State, the seed exists for developing better
the idea that progress is a joint venture between the state and civil society.

12. Following a more qualitative approach which provides insights on how the poor
perceive their situation and the programs designed to alleviate their situation, the PPA
complements the results obtained with the quantitative, policy oriented, more traditional
analysis. It is recommended that when undertaking future analysis on more detailed
aspects of social policy in areas such as health (reproductive health, alcoholism, etc.) or
pensions the technique is used to properly assess the position of stakeholders vis-a-vis the
potential solutions to be proposed.
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TABLE 1: Costa Rica Poverty Profile

Characterization of Socioeconomic Groups by Educational Indicators

''~~- l' --- ----

U R U R U R U R
Attending School
7-10 years 73.5 71.7 100.0 100.0 80.4 75.6 100.0 100.0
7-14 years old 71.5 68.7 98.4 97.4 73.9 62.4 99.2 93.6
15-24 years old 23.1 10.3 45.6 25.6 27.4 7.7 51.7 24.8

7 years old 54.3 40.3 100.0 100.0 47.2 42.9 100.0 1O0.0
Day Care (2-4 years) 0.0 0.0 2.0 0.0 0.0 0.0 3.0 2.3
Pre-school (5-6 years) 0.0 1.5 31.9 21.6 5.0 0.0 39.3 28.8

Average Schooling Years I _

Heads of Household 5.0 3.4 6.0 4.3 6.6 4.9 8.9 6.0
Males 5.2 3.8 6.3 4.5 6.3 5.2 8.9 6.3
Females 5.0 4.0 6.3 5.0 6.5 4.6 8.5 6.2
Fem. Head of Households 4.1 3.1 4.8 3.4 6.9 5.3 9.7 6.4
Employers 5.4 4.7 7.5 4.5 6.9 5.3 9.7 6.4
Wage Earners 5.8 4.0 7.2 5.0 7.5 5.2 10.2 7.3
Formal Sector 6.0 3.7 7.5 5.3 8.2 5.6 10.8 7.9
Informal Sector 4.7 4.3 6.3 4.4 5.6 4.0 7.4 5.6
In School lunch program 45.3 75.0 34.7 64.6 43.7 54.6 21.0 39.9
% Attending Public
School 100.0 100.0 97.6 100.0 98.7 100.0 84.9 95.1
With financial aid 50.4 0.0 3,084 1,068 1,285 0.0 33,681 9,145
I of Pop. in each group 2.0 0.0 4.3 1.4 4.5 0.0 10.2 5.1
% of all the population 1.3 0.0 8.0 10.5 3.3 0.0 87.4 89.5
Reasons for not attending:
Distance 0.0 1.3 0.0 0.0 0.0 2.8 0.0 9.3
Economic problems 11.4 28.2 0.0 0.0 0.0 23.1 16.7 16.6
Worldng 22.9 26.8 45.2 78.5 50.1 33.7 44.3 56.0

Notes:
a. Population 10 or more years old.
b. Working in firms with less than 10 employees, plus self-employed with less than 6 years of schooling.
c. As a percentage of those attending school in each group.
d. As a percentage of the population 7 to 14 years old.
e. Those declaring they were unable to afford direct costs or to earn an income.
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Table 2: Characterization of Socio-Economic Groups by Health

............ U 
[.'. ..... ...... .. . .. "i "i:'''i"... ii"; I""^~; 

Social Security (5 Covered) 72.8 80.1 80.8 77.8 81.4 76.7 87.2 84.7

Accident or Sickness (5)
None 63.2 71.5 58.5 63.6 57.8 67.9 58.5 62.8
% Receiving Attentiona 81.1 87.0 78.1 84.1 76.5 77.8 76.8 81.1
% Without any Attention" 18.9 13.0 21.9 15.9 21.5 22.2 24.2 18.2

Types of Medical Attentiona
CCSS Clinic 39.2 51.2 49.0 53.7 46.2 55.5 38.6 46.0
CCSDS Hospital 40.9 31.2 32.3 29.3 28.2 23.0 29.7 30.3
Private Clinic/Laboratory 4.3 4.4 9.2 4.0 11.4 7.3 24.8 14.7
Health Center Post 9.4 10.0 7.8 10.2 7.7 10.2 1.6 5.4
Othersb 6.1 3.1 1.0 1.8 6.5 5.0 4.8 3.6

Health Episodesa
Ambulatory Care 76.0 79.9 78.3 80.4 84.1 80.9 83.3 78.8
Hospitalization 10.2 6.9 6.1 5.4 5.5 3.9 5.5 4.3

- (of which) with Surgery 3.7 0.0 2.0 2.2 1.6 0.6 3.0 2.6
Othersc 10.1 13.2 13.6 12.0 8.8 14.6 8.7 13.3

Vaccinationsd
1 years less 0.0 39.8 25.8 31.6 25.4 20.2 25.1 28.7
1 year old 17.6 36.7 27.2 14.5 20.1 19.2 13.9 16.1
2-4 years old 0.0 20.2 21.8 8.0 9.8 4.6 4.4 4.9

Pregnancy
% of P regnancye 53.8 62.2 51.1 49.8 37.3 43.2 29.3 37.0
Pregnancy Controls! 85.0 78.4 90.1 95.9 94.2 90.4 96.9 91.9

Why not Attending Controlsf
Not near Health Center/Post 14.2 29.4 18.6 0.0 0.0 67.0 0.0 26.9
Did not want to 57.2 58.0 43.8 100.0 50.0 33.3 76.8 53.5
Other Reasons 28.6 12.6 37.6 0.0 50.0 0.0 23.2 19.6

Type of Attentionf
Medical Doctor 84.7 80.8 92.9 95.0 90.4 88.8 90.3 86.4
Nurse 13.1 12.4 5.8 3.5 6.4 3.3 7.1 7.0
Partera Midwife 0.0 5.8 1.3 0.7 1.6 5.6 1.1 4.0
Other 2.2 1.0 0.0 0.7 1.6 2.3 1.4 2.7

Source: Own runs with the ENISO Survey 1992.

a: As a percentage of the population suffering accidents/sickness;
b: Self-medication, receiving attention at home or homeopathic centers, etc.;
c: Rehabilitation, accident, dental attention, delivery, laboratory exams;
d: as a proportion of the corresponding age group;
e: Percentage of women between 15 and 49 years old, with at least one pregnancy in the past 5 years;
f: As a percentage of women with at least one pregnancy in the past 5 years.
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Table 3: Socio-economic Groups by Dwelling Conditions and Access to Basic Services

..... ..... ndPor P P or RNPor .N... .....

Access to Basic Services (5)
Clean Watera 86.1 46.9 100.0 72.4 85.45 70.7 100.0 78.6
Electricity 90.3 78.2 99.5 91.9 95.0 89.6 99.8 95.2
Latrine 54.9 54.3 0.0 41.5 28.6 37.3 0.0 20.7
No Sewerage 7.5 7.8 0.0 0.0 7.9 11.1 0.0 0.0

Quality of Living Conditions
Shower 92.7 83.2 100.0 98.5 96.6 90.9 100.0 99.0
Overcrowdingb 21.9 19.2 0.0 0.0 12.2 13.0 0.0 0.0
Poor Quality Dwellingc 32.3 17.7 1.5 7.0 13.3 14.3 0.7 3.1

Type of Dwelling
Independent House 77.4 95.1 98.0 97.3 87.5 88.1 94.7 97.4
Apartment/Condominium 0.0 0.0 1.0 0.0 0.8 0.0 4.8 0.9
Slum 21.5 4.0 0.0 2.2 7.6 11.1 0.0 1.0
Other 1.1 1.0 1.0 0.5 4.2 0.8 0.5 0.7

Property of Status
Own 34.5 53.0 57.8 66.8 50.8 60.0 61.6 68.5
Rent 21.4 7.7 25.3 9.1 28.9 8.6 28.4 12.7
By Permit 43.9 39.3 16.8 24.2 20.2 31.4 9.9 18.9

Source: Own runs with the ENISO Survey 1992.

a: inside the house or property
b: four or more persons per room
c: the question included in the ENISO required a judgment on the part of the survey technician.
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Table 4: Characterization of Socio Economic Groups by Labor Market Indicators

Economically Active Pop. (000s) 33.0 40.8 62.3 61.0 63.3 77.0 510.2 366.0

% of Total Pop. 28.0 24.0 26.7 25.3 43.4 40.6 48.0 46.7
Unemployment Rate 12.4 2.6 11.1 5.7 2.0 2.7 3.2 2.7
Average Wages (CR$) 15,305 15,360 19,420 15,101 31,670 28,250 42,878 31,468
Total Labor Income 17,104 16,802 23,015 17,104 37,104 33,830 50,102 37,971
Hourly Labor Income 105 99 109 102 227 216 301 230

Occupational/Emplovment Group

Employer 4.4 10.8 6.6 13.6 1.8 10.7 8.3 13.1
Self-Employed 24.8 17.6 22.0 17.2 16.6 11.7 17.4 12.4
Agricultural Worker 6.2 29.2 0.9 25.3 4.5 23.5 0.7 19.1
Public Sector Employee 6.3 0.7 9.8 2.3 13.7 7.0 21.0 10.6
Private Sector Employee 50.3 27.6 51.5 25.3 55.6 33.0 47.5 36.5
Domestic Service 7.8 6.1 7.0 3.7 5.2 3.9 3.1 2.5
Non-Paid Relative 0.0 6.1 1.4 7.0 0.0 5.7 1.2 2.9

Informal Sector b

a. % Urban Labor Force 33.6 26.1 24.0 I80
Average Wage(CR$) 12,330 14,863 25,446 29,880
Hourly Wage (CR$) 97 83 203 209

b. % Urban Labor Force 25.5 17.4 17.4 11.9
Average Wage (CR$) 11,202 14,186 25,217 28,094
Hourly Wage (CR$) 91 81 230 209

Average Hours Worked/Week
Inactivitv Reasons 44.2 45.2 46.1 45.6 47.4 49.6 45.8 49.0

Housekeeping 46.0 60.6 38.4 50.6 53.3 53.3 68.4 55.7
Child caring 10.2 3.5 3.2 1.9 5.8 5.8 7.6 2.9
Sickness 10.8 4.0 6.1 11.0 4.3 4.3 3.9 6.2
Student 21.4 19.7 31.6 23.9 19.4 19.4 8.8 72.9
% with Non-Wage Benefits' 39.8 19.4 49.0 22.9 61.1 61.1 39.3 4.30

Income Earners per Household 1.5 1.5 1.4 1.3 2.0 2.0 2.1 2.0

Source: ENISO Survey 1993

a. Those actively searching for ajob, as a proportion of the Economically Active Population or Labor Force.

b. Private sector employees in firms with less than 10 workers (definition a) or 5 workers (definition b), plus self-employed with less
than 6 years of formal schooling, or a percentage of the Urban Economically Active Population. The information includes the
average monthly income in CR$, and, between brackets, the hourly CR$.

c. Percentage of wage earners receiving bonuses or other non-wage forms of labor compensation.
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I. POVERTY IN THE AGRICULTURAL SECTOR

1. About 20% of household heads are farmers and about 23% of the total population
depends on agriculture as their main source of income in Costa Rica.

2. Labor force participation rates of about 61% are four percentage points higher for
those in the agricultural sector than in non-agricultural sectors. Unemployment rates are
lower in the agricultural sector (2.5%) than in other sectors (4.3%). About two-thirds of
all agricultural workers are salaried, the remainder being employers, self-employed, or
unsalaried family workers.

3. The agricultural sector is getting smaller, with an average annual growth rate of
2.2% between 1990 and 1993. In 1993, agriculture sector employment was 23% of total
employment.

4. Although open and hidden underemployment declined substantially between 1990
and 1993 (in the latter year, 29% and 43%, respectively), it still poses a key problem for
the sector. In fact, indicators show that poverty is more prevalent among families with
agricultural sector workers (see Tablel ).

Geographical Concentration of Poor Workers

5. Of all regions considered, concentration of poor workers--both agricultural and non-
agricultural--is highest in the Brunca and Chorotega regions. In the Brunca region the
main causes of poverty are the virtual disappearance of large-scale banana production as
well as the low development level that prevails among the indigenous population and the
farmer settlements promoted by the Instituto de Desarrollo Agrario (IDA). In the
Chorotega region extensive cattle-raising prevails and renewable natural resources have
been depleted. The next poorest region is in the Central Pacific, characterized by a highly
concentrated structure of land ownership, and, as in Chorotega, a depleted natural resource
base.

6. Even in regions with lower poverty levels, there are cantons, districts, and
communities where a high percentage of the population has unsatisfied basic needs
(UBN). According to the Basic Needs Satisfaction Index (Indice de Satisfaccion de
Necesidades Basicas), elaborated by MIDEPLAN and based on the 1984 Census, there are
28 rural cantons where 50% of the working population in the agricultural sector
experience are in this category. Among the cantons are Talamanca in the Huetar Atlantic
region, Buenos Aires in the Brunca region, La Cruz in Chorotega and Upala regions, and
Guatuso and Los Chiles in the Huetar Norte region.
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Poverty by Occupational Status

7. Important differences between the poverty levels of self-employed, salaried
workers and employers and others are as follows:

Self-employed agricultural workers are more affected by poverty than
salaried agricultural workers.

Self-employed agricultural workers living in rural areas are the most
affected by poverty, followed by rural salaried workers. Economic
conditions of urban agricultural workers are better than those of rural
workers.

In regional distribution, self-employed agricultural workers in the Brunca
region are in the worst condition, followed by the Central Pacific and the
Choratega regions. Salaried agricultural workers living in a state of
poverty are concentrated in these regions as well.

The relationship between poverty and gender is significant in special cases:
poverty among female self-employed agricultural workers prveails more
than among males. The opposite is true in the case of salaried workers,
where poverty prevails more among males than females. This is explained
by the fact that self- employed female agricultural workers have less access
to complementary productive factors and services than males, whereas
salaried females working in agriculture are concentrated more in the
modem agricultural sector (mainly export products), where jobs are more
productive and better paid than in traditional jobs where males comprise
the majority.

Self-employed workers most affected by poverty in the agricultural sector include:

(a) Agricultural workers who do not own land. This group contains
agricultural workers with earnings that are not sufficient to meet basic needs, who have to
produce subsistence crops on rented or borrowed land to complement their food
consumption. This group depends on permanent or temporary salaried work for their
family subsistence based on labor demand. Usually they experience unemployment and
underemployment. It is estimated that there are 7,000 agricultural workers in this
category.

(b) Agricultural workers with insufficient land. Two subgroups, both
owning small or low-quality plots, are distinguished here: those that cannot cover their
food requirements and those that can cover food requirements but still require additional
income to cover unsatisfied basic needs. Both types require salaried worik to complement
their earnings. It is estimated that there are about 10,000 producers in the first group and
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8,000 in the second. Among agricultural workers with insufficient land are indigenous
people who live on reservations, where they have problems related to land ownership in
combination with usurpation of land from nonindigenous workers. Because they live in
remote locations, it is difficult for them to obtain a job; thus, they depend mostly on
income generated by agricultural work and cattle-raising. Another group are workers
from the IDA settlements, which show poverty levels over 80%, mainly caused by
insufficient support to consolidate them as producers.

(c) Fishermen. Primitive (artesanal) fishing activity appeared in Costa Rica
around the 1950s, absorbing surplus labor form agricultural activities displaced by the
expansion of cattle raising. It is estimated that 10,000 people in this group are affected by
poverty. Use of traditional boats and fishing techniques, lack of easy access to docks and
fishing storage and lack of managerial and organizational capacity to market their
products, contributes to low earnings. These factors in addition to the seasonal ban on
fishing, during which they cannot work, contributes to increase the poverty level among
these groups.

II. MAN FACTORS WHICH CONTRIBUTE TO RAISE POVERTY
LEVELS IN THE AGRICUTURAL SECTOR

Problems Regarding Land Ownership and Land Concentration:

8. Although the number of agricultural plots smaller than 5 ha. doubled between 1963
and 1984 (from 23,233 to 45,279), workable land only increased by 50%. That meant the
reduction of the average size of those areas from 2.2 ha. in 1963 to 1.7 ha. in 1984.
Reduction in the size of small farms affects producers' capacity to obtain enough food for
self-consumption as well as sale, affecting directly their capacity to meet basic needs.

9. In addition, even though during the last government a large number of ownership
titles were conferred, there still are IDA farmers, among them indigenous farmers, who do
not still hold certified ownership titles. Females have even more restricted access to land
ownership. According to institutional files, only a small percentage of women applying
for land titles have been able to obtain them.

Producers Located in Areas of Poor Productivity

10. During seasonal droughts that affect most of the Costa Rican territory (but mainly
the Chorotega region), six or seven months without water can limit harvests to two or less
a year. In addition, poor producers concentrate in areas where the land resources have
been depleted by erosion, deforestation, and in mountainous areas with steeply sloping
land. This limits productive potential and generates food insecurity.
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Limited Access to Production Support Services

11. In the wake of structural adjustment, reduction of government programs targeted to
support those agricultural farmers who have limited resources has occurred at a time when
major economic transitions necessitate a new strategic focus to reorienit production and
investments, in addition to new technical knowledge to meet current market challenges.

12. Disappearance of public credit programs for small producers atnd an increase in
interest rates looms as an obstacle for small producers. In addition, extension services,
which hardly . reach 17% of the total number of producers, lack a research base for small-
plot farming and has no clear, definitive messages targeted to these groups that could
provide a guidance and support relative to the actual economic and social constraints they
face.

Limited Poductive Infrastructure

13. In the majority of cases, the highest concentration of poverty can be found in those
agricultural communities where workers experience difficulty in gaining access to supply
centers for agricultural inputs and information about how to market their products. In
addition, those who live on land subject to droughts lack access to appropriate
infrastructure, such as wells and irrigation systems, to help them throtigh such events.
There also are no warehouse facilities for their products.

Failure to Enforce Current Legislation

14. The failure to enforce some aspects of existing legislation directly affects the
conditions of families in the agricultural sector.

There is inequity regarding to access of men and women to agricultural support
services. Women confront more barriers to access.

The indigenous population is subject to land usurpation by nonindigenous
agricultural workers.

Some fishermen do not respect the seasonal ban, which affects directly the
availability
of the resource base to others.

Deforestation continues in some high-risk areas.

Limited Access to Education

15. Access to education for the population in the agricultural sector is low compared to
other sectors. This is reflected in the attendance figures for youth, which are much lower,
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especially after age 10. In the past, this has implied a large difference in the average
number of years of schooling for family heads for both groups: in the agricultural sector
the average is 4.7 years, while it is 7.4 in the non-agricultural sector.

III. RECOMMENDATIONS TO REDUCE POVERTY LEVELS IN THE
AGRICULTURAL SECTOR

16. The formidable economic, institutional, and social constraints of those who depend
on the agricultural sector for their livelihood will require targeted interventions tailored to
the needs of this mostly impoverished population.

17. In light of the restrictions imposed by the structural adjustment program, and
recognizing that the poor in the agricultural sector have a unique constellation of needs,
the sustainability of reform efforts will need to be based on their full participation in any
ensuing interventions. In this regard, any proposed strategy should promote:

- More decentralization in the decision-making process and in the execution of
projects. Political and financial autonomy should be granted to local
governments and regional (or local) public offices.

- Strengthening grass-root organizations (producers and communities) so they
become democratic representatives of the agricultural sector and involved in
the decisionmaking process and execution of development projects.

- Participation by farmers and their families in financing development projects
of the community should be encouraged. This could take the form of labor,
monetary contributions based on capacity, and/or provision of co'mplementary
support services needed for project implementation (i.e., food or housing for
workers outside the community).

- Support should be sought from nongovernmental groups (with financial and/or
human resources) willing to support poverty alleviation activities in the
agricultural sector.

18. In the short run resources should be targeted to those areas and groups where
poverty concentration is highest. The specific circumstances of different ethnic and
gender groups in the agricultural sector also should be taken into account.

19. In addition to these strategic guidelines, the following recommendations for future
actions are proposed:
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Resolution of problems related to land ownership and strenghthening of IDA
settlements.

20. Although IDA's titling process for agricultural producers has been iintense during the
last few years, there are some peasants who have no legal titles to their plots. As part of
this process, titling should continue until all properties delivered by IDA are formally
registered. To reduce poverty levels in the settlements--in addition to land titling, which is
instrumental to obtain credit for production-producer organizations must be strengthened,
anlong with provision of production support services, mainly in the form of technical
assistance.

Better Availability of and Access to Appropriate Technology

21. A careful production diversification strategy would need to be developed where
increased production for domestic and export markets is combined with production for
selfconsumption that assures food and nutritional security. This diversification strategy
also should take into account what is needed to improve the level of agricultural income
and productivity in micro-plots, of which there is an abundance.

22. Organized regional initiatives should be intensified, along with programming of
productive activities that, reflect findings of land-use capacity studies and land-use
improvement techniques, in concert with activities related to reforestation and proper use
of land and water resources.

23. Research should be adapted to specific agro-ecologic areas, where a larger
concentration of poor agricultural workers five, taking into account the means and
mechanisms available to them. This would facilitate development of a technology
blueprint tailored to their specific localities.

24. To this end, support should be given to development projects th-at could serve as
pilot projects for possible replication in similar areas.

25. Given existing resource constraints, both public and private sectors would need to
share responsibility for this task, with beneficiary participation as an integral part of all
activities.

Better Access to Credit

26. Despite a reduction in public credit fines for small agricultural producers, alternative
sources are available for development projects or through private development
organizations. However, in most cases, affiliation with an organization capable of
providing tangible guarantees (acceptable collateral) is required to gain access to these
credits. Establishment and strengthening of such organizations would be a necessity.
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27. In addition, to achieve the objectives expected under these credit lines, access to the
appropriate production technology would be required. Given that government's capacity
in the area of appropriate technology is not adequate, and the most suitable alternative is
private sector provision, credit also should finance expenses related to acquisition of
technology from the private sector.

Improving Available Infrastructure

28. Identification of basic infrastructure needs should be done at the local level with
community participation and advice from specialists in goverment agencies. Project
beneficiaries should participate in all implementation activities.

29. Efficient administration and implementation of these projects requires more
participation on the part of municipalities, which should receive a larger transfer of
resources and more influence in the decision-making processes. Establishing local
infrastruture construction systems with community participation is a mechanism that
should reduce costs.

30. In addition, steps should be taken to satisfy needs linked to living standards, such
as access to safe water, provision of latrines, and electrical power.

Enforcement of Legal Provisions

31. Efforts should be made to ensure legal provisions are followed regarding:

- Guaranteeing equitable access of men and women to production support
services.

- Supervision and prohibition of the encroachment on indigenous lands by non-
indigenous farmers.

- Monitoring and enforcement of the fishifig-ban period.

- Supervising the observance of statutory provisions regarding natural resource
laws, mainly in areas with high risk of erosion.

Increased Access to Education and Training

32. Better educational opportunities for people in rural areas will be needed to help
them gain a higher level of formal education. This should be a priority. Increased
resources would have to be allocated not only for the proper functioning of secondary and
post-secondary schools in rural areas but also for establishing grants for poor students to
cover any related expenses.



56

33. The Training Department of the Ministry of Rural Development would need to be
strengthened--as the institution in charge of coordinating the supply of public and private
training services at the national level (public and private)-to meet the needs of agricultural
workers in a comprehensive way. Training should cover management, project
implementation, and production.

34. Other specific training areas are related to sustainable use of natural resources used
for productive processes, especially for producers who are located in areas where the
resource base is endangered, as well as skill development in fields relLated to emerging
sources of employment.

Establishing Information Systems.

35. Information systems should support targeting of government services and
information flows to producers concerning production and marketing.

36. Detailed geographic information is needed to identify those groups most seriously
affected by poverty, in addition to information, for example, about cunrent and potential
use of land, producer prices, and markets.

37. Information systems should have appropriate dissemination mechanisms so that
information is available to users on a timely basis. Improvement of access to social
services in health and nutrition will also be necessary. These services should be
concentrated on the poorest and more distant communities, which. have been the most
affected by reductions in resources allocated to them in the last few years.
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Table 1: Distribution of Employed Population, Agricultural and Non-Agricultural,
in Poor Households (3/4 of IDB's Welfare Threshold-l
(Does not include domestic services nor pensioners)

Total Employed Population
1991 24.7 45.2 17.5
1992 22.0 43.6 15.8
1993 17.1 38.4 11.7

Total Employed Population 1993
Central Region 12.1 31.8 9.4
Chorotega Region 34.5 48.3 25.4
Pacifico Central Region 21.9 45.5 13.7
Brunca Region 36.0 54.4 22.3
Huetar Norte Region 25.9 37.3 17.8
Salaried Employed Population 1993
Country 15.5 36.5 11.3
Urban Zone 7.2 20.2 6.9
Rural Zone 22.7 37.5 16.3
Central Region 10.6 29.3 8.7
Chorotega Region 35.5 49.8 26.9
Pacifico Central Region 20.8 43.5 13.1
Brunca Region 33.0 50.9 21.9
Huetar Atlantica Region 14.4 18.7 12.0
Huetar Norte Region 25.7 39.2 17.9

Women 13.6 21.9 13.3
Men 16.5 37.5 10.2
Self-Employed Population 1993
Country 22.4 42.7 13.7
Urban Zone 10.5 19.3 9.9
Rural Zone 31.6 45.0 19.1
Central Region 17.2 36.2 12.0
Chorotega Region 30.1 44.4 19.4
Pacifico Central Region 24.9 51.4 15.4
Brunca Region 41.9 59.6 23.1
Huetar Atlantica Region 18.3 35.6 11.5
Huetar Norte Region 26.3 34.5 15.6

Women 18.7 59.4 17.4
Men 23.5 42.0 12.0
Source: Encuesta de Hogares: Enpleo y Desempleo. Direcci6n General de Estadistica y Censos. San Jose, Costa Rica. July

1993

11 The estimated percentage of employed population in households under the threshold includes the total number of people with
income information.

2/ Includes unspecified occupations.
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Table 1: Costa Rica Poverty Profile
Characterization of the Five Geographic Areas by Educational Indicators

! - :. f ... ; ,,,,. jf -t T -,,.g,: ~~~~. ..... ..... f f 0 0.-. . ,}--SS., , S .S .. W?'7''"fS-''V : .'':'''
';}'"w"''t..' '...".'..i'..'':::-S'-;'... .. .':'';'':.'"METRO- I URBAN I RURAL RESTREST . NATTL

MUMITAN EN JCENT. T M ......RUAL..AV.

7-10 years old | 95.4 94.2 69.8 93.2 87.8 . 92. 5

7-14 years old 93.3 93.9 91.4 93.6 80.9 89.0

15-24 years old 44.1 56.9 24.8 42.1 19.4 34.9

7 years old 90.7 76.7 89.3 83.7 73.6 82.0I

Day Care (2-4) 3.8 1.1 2.9 0.0 0.0 1.2

Preschool (5-6) 28.1 36.0 21.3 13.0 9.3 19.6

.... ......... ........ .... .. ..
l ;2tAe'rage9hDoi;vsrs-; tiE'S;;';:. : iS'"'- '0' '' .; 'd 0 ........ ....... .....-'" i..-;ft i'y 

Head household 98.4 48.1 6.4 7.1 4.7 6.9

Males 6.6 7.0 4.9 5.5 3.9 5.4

Females 6.3 6.7 4.7 5.7 3.8 5.3

Fer. Head ofHoush. 7.6 7.1 5.3 5.7 3.4 6.2

Employers 9.8 9.9 8.0 7.2 _.3 7.8

Wage Earers 9.6 9.6 7.4 8.9 5.9 8.2

Formal Sector 9.5 9.7 7.0 8.9 5.7 7.8

Informal Sector (c) 7.5 7.2 7.0 6.7 n.a. 7.3

School Lunch P 20.8 26.2 46.4 40.2 54.9 36.4

% Public Scho. (d) 74.1 88.5 90.3 93.0 98.4 87.4

Financial Aid 25,836 9,694 6,425 3,024 3,784 48,763

% of Country (e) 10.2 8.2 4.6 3.6 2.0 6.2

% of Region 53.0 19.9 13.2 6.2 7.8 100.0

ReJAsos onotAttding Soo(t) ________ ____________; --0-- i

Distance 0.2 0.0 0.1 0.0 0.9 0.3

Economic Prob. 1.8 1.0 1.8 0.8 4.6 2.5

Working 55.8 60.4 62.2 59.7 58.4 58.7

Too old 10.6 12.4 7.8 10.1 5.1 8.6

Others 31.6 26.2 28.2 29.4 31.0 29.6

(a) Proportion of the corresponding age group.
(b) Population 10 years old and older.
(c) Working in firms with less than 10 employees and self-employed with less than 6 years of schooling.
(d) As a proportion of those attending school.
(e) Expressed as a percentage of those attending school in the country or region.
(f) As a percentage of the population 7 to 14 years old not attending school.
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Table 2: Costa Rica Poverty Profile

Characterization Of The Five Geographic Areas By Health Indicators

T R--.: URB:N RU L RA. REST REST NAT'L
:POLITA : CENT. - CENT. -:RBAN RU - AVERAI_______ VVALLEY ALEARA AREAS

cu'ge~~~~.... ... ...

Covered Individuals (%) 83.9 86.1 84.1 84.7 80.6 83.3

None 57.0 58.5 61.4 63.6 66.8 61.6

Receiving Health 78.4 72.6 80.2 79.8 83.2 79.2
Attention (%)

(a)

With no Attention (4) 21.6 27.4 19.8 20.2 26.8 20.8

(a)

Typ o6fMedical Att low ei ( _ 

CCSS Clinic 39.8 43.6 48.0 40.9 49.9 44.6

CCSS Hospital 29.6 26.4 29.5 40.9 29.0 30.1

Private Clinic/Laboratory 20.9 23.2 13.7 10.9 9.1 15.8

Health Center Post 3.9 2.2 5.5 4.9 8.7 5.4

Other 1.1 1.6 0.8 0.9 1.9 1.3

(b)

-ealth Episode a)

Ambulatory Care 82.2 81.3 78.8 82.7 80.0 80.9

Hospitalization 5.5 6.3 5.0 4.9 4.5 5.2

Hosp. with Surgery 3.1 1.4 1.9 3.2 2.2 2.4

Others 9.2 11.0 14.3 9.2 13.3 88.5

(c) l I

V ac t atXoi (age r tp) () : _ _ _ _ _ __ _ _ _ _ ._ _ _ _ _ -__E_ _._.

I year or less 19.9 25.0 44.8 25.0 19.6 25.9

I year old 7.1 25.0 25.8 12.5 | 16.7 19.0

2-4 years old | 7.9 5.6 1.7 13.3 | 12.0 8.1

Cont'd.
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. U.RBAN RRL RS ETNT

B: :0- S00i! EW010 $0.!IVALY 1VALLEYl S AREAS 104C AR:EAS A;S:
- : :iE ii:.i)E i i0d L D:SEE::i:.... iil . :.::.iED:... ..... . ........ERRiSiS. .. ..:tE;L;i:::::::i--

. .gn. Y.0 - -

Pregnancy (%) 34.5 31.2 41.9 37.9 43.2 38.0
(d)

Pregnancy Control 85.9 86.7 82.4 86.7 100 89.2
(e)

~~~~~~~~~~~~.. .. . . .. ... ..... ' " .. . . .'' ''' . ............. ...........- -f} -00S ff
, , 7 E - -S f f . f f . -. . i g - -i- ...- ... .............- ..- ....- .... ,.-..-.i 

- Did not want to 60.0 50.0 33.3 50.0 0.0 50.0

- Other reason 40.0 50.0 66.7 50.0 0.0 50.0
.i.-. . iEREE-EEE-E. :. ., iEERE E-EEE-E - i i-EE,#-R iREREE.E .E -,:-iE-F-E............ ..- . . . . ......#ERR-fiL .

- Medical Doctor 75.2 20.0 50.0 50.0 J 100.0 T 62.6

- Midwife 7.2 0.0 0.0 0.0 0.0 o 3.6

- Other 17.6 80.0 50.0 50.0 0.0 ° 33.8

Source: Own runs with the ENISO survey 1992.
Notes: (a) As percentage of population suffering accident/sickness; (b) Self-medication, receiving attention at home, from
homeopathic centers, or from "healers"; (c) Rehabilitation, accidents, etc.; (d) As percentage of women between 15 and
49 years old; (e) As percentage of women between 15 and 49 years old, with at least ? pregnancy in the past 5 years; (f)
As percentage of children with health episodes (medical, dentistry, etc.).
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TABLE 3: Costa Rica Poverty Profile

Characterzation of the Five Geographic Areas by Dwelling Conditions

.. : . i- ' '- ':''"".':""i' ':', '' . ' " ' ' .................... - .- , .,........ . ... .
-:,. :- -,: , ':-. - .... . . . . . .. . .. . . . . : ' -. :. - , : : :: . .. . . . ............ 
..................................... ... . . . . . . . . . . . ...... ........ .........._... _. ...I

- - -' -~:=

Metoo Ur.e Rur.cent: R-esi. irb Rest R Ntie
valley Vak-y Aes Ara vrg

Access to Basic services

Clean Water (a) 98.5 97.5 90.3 94.9 63.7 87.4

Electricity (b) 98.6 99.7 99.3 98.4 89.5 96.3

Latine 5.4 2.4 14.6 9.6 38.2 15.9

No Sewerage (%) 1.1 0.0 1.3 2.2 2.4 1.5

Quality of Living Conditions

Shower 98.5 100.0 98.4 98.1 94.6 97.6

Overcrowding (56) (c) 8.9 6.4 8.9 13.3 15.2 10.9

Poor Quality Dwelling (%) (d) 4.9 1.1 3.1 4.2 8.2 4.9

Type of Dwelling

Independent House 90.4 97.3 96.6 96.8 95.9 94.6

Department/Condominium 5.3 2.4 1.6 1.0 0.0 2.4

Slum 2.9 0.0 1.3 1.9 3.3 2.2

Property Status of Dwelling

Own 58.6 62.6 64.3 52.9 67.0 61.7

Rent 27.0 25.8 15.5 31.1 8.5 20.5

Use by Permnit or No Permit 14.4 11.7 20.2 15.0 24.6 17.9

Source: Own runs with the ENISO survey 1992.
Notes: (a) Inside the house or in the property; (b) Public or private; (c) 4 or more persons per
room; (d) Based on notes of surveyor, and consisting of a combination of use by permit and
poor quality of the walls and floor.
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INCOME DISTRIBUTION AND THE GINI COEFFICIEN'T

The rest of the urban areas exhibits a distributive situation which notably contrast with that
prevailing in the urban Central Valley. Similar observation can be made with regard to income
levels. For instance, the region with the highest average per capita income (C'entral Valley),
doubles the one lowest per capita income (Rest of Rural Areas) (Table 1). Poverty in the latter
region is about 50% above the national average, and is more than three times the poverty observed
in the urban central valley.

TABLE 1: Costa Rica: Distributive Results, Headcount Ratio

REG7-.ION GINI- SA OF AVERAGE (2)
COEFF. 40%I"'--:-'-::'"'''.. .... '':'''C::'' . Ig ...''.'D' ' ~ ", _ _' ' ........X'"lf''D ..... .. ''.."}tty'; '' ' ':' L'S'z'...POORE."CM

.E R ; ,.' .. ''., .. tA;OOw WS 0- 00yS-;''SftES0t't-t-0000 :'S-'.t'.,000S':iT':;":St-....... .....T:

National 0.40 18.1 (23.2) 16,475 22.0 17.4

Metropolitan 0.39 17.6 (24.0) 21,431 17.7 16.7

Urban Central Valley 0.37 16.2 (23.6) 19,850 9.0 6.3

Rural Central Valley 0.40 17.7 (24.2) 14,730 16.0 17.6

Rest Urban Areas 0.42 19.3 (26.2) 15,498 34.0 20.3

Rest Rural Areas 0.45 18.0 (23.2) 10,936 35.7 39.8

Note: (a) The share of the 40% poorer is based on total incomes. Between parentheses, the corresponding
share in terms of expenditures; (b) the headcount ratio corresponds to the absolute number of poor expressed
as a proportion of the corresponding population. (1) and (2) correspond to results obtained with Methods 1
and 2 respectively.
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TABLE 2: Costa Rica Poverty Profre
Characterization of the Five Geographic Areas by Labor Market Indicators

Mt ::- : urb.,Ct Rur.Ct RestUr R. .at

I. . .. -.-. ... . . . . . . . Valley VAlley Areas Ares Av&

Labor Force Participation (a) 60.1 55.8 60.6 55.9 56.4 58.1

Unemployment Rate (b) 4.0 5.2 3.4 5.3 3.0 3.9

Occupation/Employment Group

Employer 6.7 8.7 7.2 7.7 16.3 9.8

Self-Employed 17.7 18.8 11.5 18.5 14.4 15.9

Agricultural Labor 0.5 1.7 7.6 3.3 30.3 10.3

Public Sector Employees 17.5 18.4 11.0 23.3 6.6 14.0

Private Sector Employees 52.0 46.9 51.3 40.7 21.5 41.8

Domestic Service 4.2 2.5 2.9 4.6 3.3 3.5

Unpaid Relatives 1.0 1.3 2.7 0.9 4.8 2.4

Informal Sector (c)

Average Hourly Wages (d) 216 203 n.a 147 n.a 188

Average Hourly Labor Income (e) 231 220 n.a 155 n.a 207

Infornal Sector (f)

Average Hourly Wages (d) 225 197 n.a 160 n.a 194

Average Hourly Labor Income (e) 240 213 n.a 170 n.a 209

Inactivity Reasons

Housekeeping 44.3 40.6 53.0 42.3 58.9 49.2

Child care 3.5 1.4 2.5 4.0 3.7 3.1

Sickness 4.9 6.0 6.9 4.8 6.7 5.9

Studying 30.2 34.8 23.4 28.6 19.7 26.6

Other 17.1 17.2 14.2 20.3 11.0 15.2

Receiving Non-wage Pay (%) 60.9 58.1 54.2 56.5 28.1 50.0

Economic Depedency Ratios 2.4 2.5 2.5 2.6 2.7 2,5

Source: Bank analysis of ENISO 1992 survey data.
Notes: (a) Employed plus unemployed as a proportion of population 12 years and older; (b) Unemployed (actively searching for a job) as a
percentage of the labor force; (c) Employed in firms with less than 10 workers plus self-employed with less than 6 years of formal
schooling; (d) Includes only the wage component of labor compensation; (e) Includes wages and all non-wage benefits (bonuses); (t)
Employed in firms with less than 5 workers plus self-employed with less than 6 years of formal schooling; (1) Employed in firms with less
than 5 workers plus self-employed with less thna 6 years of formal schooling.



64
ANNEX 8

Table 3: AGGREGATE LABOR MARKET INDICATORS

________ EMPLOYMENT ______ ~~~~~~~~~~::.-WAGES .......... .. .g '''" ... ..''" 'L ' .......Tf''f t'' 7'. E ""L''.l' t? ''''0 '"'
- - .. ~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~.. .........

L. Force otal ubcUnm. ndrm AeaeMi. AgMl
.... . i. ......:i - 11 [iIiSi....... id-j ... . T i-i .. .. t-EiRE ..i .g.... . .-iE i ... .. .F ..E .... .. . ..ERR .....-

1980 78.8 78.5 94.5 5.9 n.a. n.a. 99.5 85.8
1981 81.4 78.7 94.1 8.7 21.0 n.a. 81.6 70.5
1982 8.57 82.3 89.2 9.4 46.2 n.a. 69.9 61.6
1983 86.3 83.1 96.5 9.0 24.3 n.a. 88.9 80.5
1984 88.5 87.2 103.1 6.4 21.7 n.a. 100.8 85.1
1985 90.8 89.5 104.8 6.8 25.4 n.a. 102.5 91.3
1986 93.2 92.5 112.0 6.2 20.1 n.a. 100.1 96.1
1987 100.0 100.0 100.0 5.6 17.6 100.0 100.0 100.0
1988 102.9 103.0 111.3 5.5 17.5 96.1 94.1 96.3
1989 104.9 106.9 110.1 3.8 14.7 96.3 96.3 99.4
1990 109.1 110.2 115.0 4.6 15.6 97.3 93.5 96.2
1991 109.0 109.0 106.2 5.5 22.7 92.1 99.5 90.6
1992 111.2 113.0 112.5 4.1 20.1 96.5 103.5 103.7
1993 116.9 118.8 117.3 4.1 15.3 106.3 99.9 99.1
1994 121.4 123.2 115.3 4.2 17.3 111.9 101.3 100.5
1995 125.9 126.5 114.2 5.2 16.8 109.7 99.2 96.9

Avg. Annual
Growth (%) 3.2 3.3 1.4 _ 1.3 0.5 1.4

All variables except unemployment and underemployment expressed in index form (1 987 = 100).



Table 1: Costa Rica - Mincerian Earning Functions (Urban)
(Gender and Formal/Informal Breakdown)

-_-_:_._-::-- aleePopulation ._-- -- :---_ Fe me P A Population

-- :---: :Formal: : :o : AU Fol': - :-fo::-l:U FoFrm: ...... A.
- -" ' "': . ' " '- ''' ' 5 --. .':: ' ' -'' ' '- :" :':'::::': ..: '' .-. '''. . : ......'

Constant 3.970 3.815 3.931 3.830 4.237 3.912 3.940 3.962 3.935
(0.071) (0.178) (0.065) (0.093) (0.313) (0.091) (0.056) (0.156) (0.053)

Schooling 0.091 0.078 0.091 0.097 0.061 (0.093) (0.092) 0.071 0.091
(0.005) (0.015) (0.004) (0.06) (0.024) (0.085) (0.004) (0.013) (0.04)

Experience 0.033 0.042 0.034 0.034 0.013 0.025 0.031 0.034 0.031
(0.004) (0.009) 0.004 (0.006) (0.015) (0.005) (0.003) (0.08) (0.009)

Experience -0.00041 -0.00048 -0.00041 -0.00055 -0.00014 -0.00030 -0.0024 -0.00038 -0.00037
Squared (0.00098) (0.00015) (10.0007) (10.00015) 0.00023 (0.0001) (0.00007) (0.00012) (0.0006)

SSR 11.47 113.4 529.46 180.30 74.48 258.1 598.92 191.0 795.15

n 1.112 232 344 563 167 670 1,675 339 2,014

R2 38.5 31.1 28.1 31.9 9.8 29.1 27.0 17.2 27.1

Age 33.8 36.1 34.2 31.8 36.9 32.6 32.7 36.3 53.7
Schooling 9.4 6.3 8.9 10.6 7.2 10.0 9.7 6.8 9.3
Experience 18.4 23.8 19.3 15.2 23.7 16.6 17.6 23.8 18.4
Wage 217.8 155.0 207.4 202.4 143.3 193.8 210.1 150.6 203.3

Equations estimated using ordinary least squares, between parentiesis, the corresponding standard error.
SSR = Sum of Squared Residuals
Sourse Mission esfimates.



Table 2: Costa Rica: Mincerian Earning Functions (Urban)
Includes Corrections for Selectivity Bias

(Gender and Formal/Informal Breakdown)

MI a le ulation A_o_ult_i_ FS eImaled Ppulatior AU; Populatio
iEt;Formal i --: 0 .: o i --S ;; g . AU 0 E-0::-Form alit; At ii o;rmal AUo ra formal 

Constant 5.071 5.100 5.035 5.142 7.862 6.266 5.561 5.845 5.574
(0.102) (0.210) (0.092) (0.346) (1.269) (0.348) (0.110) ((0.340) (0.107)

Schooling 0.065 0.149 0.069 0.057 0.217 0.060 0.058 0.162 0.075
(0.005) (0.021) (0.005) (0.010) (0.064) (0.010) (0.006) 0.021 (0.006)

Experience 0.029 0.063 0.028 0.085 0.133 0.080 0.039 0.066 0.033
(0.004) (0.010) (0.008) (0.013) (0.040) (0.009) (0.003) (0.010) (0.003)

Experience -0.0004 -0.0007 -0.0003 -0.001 -0.001 -0.0009 -0.0004 -0.0007 -0.0003 0>
Squared (0.00002) (0.0002) (0.00006) (0.0002) (0.0005) 0.0001 (0.00007) (0.0001) (0.00006)

Lambda -0.655 -0.938 -0.719 -0.430 -2.315 -1.565 -1.115 -1.430 -1.233
(0.049) (0.186) (0.049) (0.209) (0.793) 0.224 0.069 (0.240) (0.073)

SSR 340 97.7 434.2 123.4 63.9 210.4 436.0 162.1 578.4

n 1.112 232 1,344 543 107 670 1,675 339 2,014

Equations estimated using the Heckman method to correct for selectivity bias. The participation equation intended the variables of
schooling, age, age squared, family income per capita (excluded the individual's income per capita), head of household, marital status
(males) plus number of children aged less thai 7 years old (females).
SSR = Sum of Squared Residuals
Between parenthesis, the corresponding standard deviation.
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TABLE 1: Costa Rica: Total Government Expenditure
in the Social Sectors

SECTOR 1975 1980 1985 1990 1995

EDUCATION
(a) 35.4 35.3 31.7 27.2 27.4
(b) 15.5 15.4 12.9 13.7 n.a.
(c) 5.5 5.6 4.9 5.0 5.2
(d) 41,486.8 54,991.7 44,804.7 44,970.8 56,097.3
(e) 21,078.4 24,071.7 16,958.1 14,917.7 16,626.2

HEALTH
(a) 47.3 44.4 43.5 41.2 39.5
(b) 24.6 25.0 17.1 17.6 n.a.
(c) 7.2 8.2 6.7 7.6 7.5
(d) 54,634.2 69,060.9 61,499.7 68,245.9 80,835.5
(e) 27,758.5 30,230.3 23,277.1 22,638.5 23,958.2

SOCIAL ASSISTANCE
(a) 12.4 14.7 20.3 24.9 27.8
(b) 10.1 7.9 8.9 18.3 n.a.
(c) 1.9 2.7 3.1 4.6 5.3
(d) 14,303.3 22,836.5 28,724.3 41,179.2 56,897.2
(e) 7,267.0 9,996.3 10,871.9 13,660.0 16,863.3

HOUSING
(a) 4.5 5.7 4.6 6.8 5.3
(b) 2.1 3.4 2.3 6.9 n.a.
(c) 0.7 1.0 0.7 1.2 1.0
(d) 5,196.8 8,796.4 6,500.7 11,181.9 10,861.9
(e) 2,640.4 3,850.5 2,460.5 3,709.3 3,219.3

Source: Evolucion del Gasto Publico Social en Costa Rica, 1975-1993. Pablo Sauma, Costa
Rica, febrero 1995. MIDEPLAN: Panorama Social de Costa Rica (editions, 1975-
1993).

(a) As a proportion of the total social expenditure;
(b) As a proportion of the toral expenditure of the non-financial public sector;
(c) As a proportion of the GAR;
(d) In real terms (millions of CR$ of 1993)
(e) In per capita real terms, using population estimates of MIDEPLAN/CELADE/DGEC. (CR$ of 1993,

includes MIVAH, BANHVI, [NVU and housing if IMAS).
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Table 2: Costa Rica: Distribution of Social Expenditures
by Type, 1992

Percent of Total
Expenditures

Total Expenditures 100

Priority Programs for Poverty Alleviation 30
Basic Services 22
Other Programs related to Poverty Alleviation 8

Non-priority Programs for Povert Alleviation 70
Non-basic Social Programs 58
Special Retirement Plans 12

Source: Staff estimates.

CLASSIEFICATION OF SOCIAL EXPIENDMJRUES

Prit,v Prograns

Basic Services
Programs related to poverty alleviation

Programs oriented to the lowest quintile of the income
distribution, such as uncontributed pensions and poverty alleviation.

Primary education (and first years of secondary education),
preventive medicine, nutrition programs.

Non-Priority Programs

Non-basic Social Programs
Upper secondary education and university, middle-class

housing, curative medicine.

Special Retirement Plans
Government special pension programs.
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Figure 1: Social Security Systems, Expenditures of CCSS, 1988-92
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Table 1: Depth of Poverty--
Frequency Distribution of the Income of the Poor (%)

Basic Food Urban Rural Total
Baskets _-

0 - 0.2 0.6 1.3 0.9

0.2 - 0.4 0.2 0.4 0.3

0.4 - 0.6 0.9 0.6 0.8

0.6 - 0.8 1.0 2.5 1.7

Extreme Poverty __= 
Line

. , :':_... .. ' R.'

... | .... Q... $. >
.... i:i:i :::ii;iiiiiii: iiiii:rriWiW 

: :*::R.~.. . ......... 0 m

Poverty Line 1 ;i;i ii ;.8 -2.00 . ; E;t;;i;;t-i; :; ;i0:t;it0 4.8 4.7 4 ..8t.. ... .-....
tEE~~~~~~~~~~~~~~~~~~~~~~~~~.. ;;;- -\X;;.. ..- ; .. .... ..... ..0 ...0\ --Et . t -it-;0; ........--;'tt

% Poort L 19.2 -25. 22

Source: Based on own runs with ENISO survey data, 1992
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