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jfunmds. 

'~ 4. 

I. Background, <1\irpose ald '"'Cope -Of Repot 

forAV Aeica (AA/IA), rque to&d'AG/AlidA
 
relative to166 mllion 
 olco oobiIl
blem concerned loss oft the traditional andit trltvnl foiboWA
 
loan dollars andI j',utchqed' local. curency.The~/tfr±p~i

of' September 22, J,974?, proposed a broad-irmigoe "'operaj1iona-I])
~praisal" approaich to exn.mination oC sector loan 4n ol' inbla.

A subsequent Auditor General mernorwiduim dated Octobor, 57,PY72P
to the AA/LA, advised that an Auditor General PperationsAppraisl

Staff (AQ/oAS) economl.0t would be visitinig Pogota to leadan, iri
quiry into sector loan ajprisal iin cooPoration i-h Arch Auditov

Genera). staff located in Colombia. The first~ote .c) nstd of'
 
It thzre-week ireconaliico visit to Rogotai, be(,inning October 30,

19'7P. Th1is visit hielped to provide a pei'spoctive on the problemn,

.,nd established thu need for information on 
 actiu1 Performance 
against tdrgets cited in the Tian, Agreements . Vo , firimnciali 
~tair,,et.' this meant wait:ng -rov Lhe , ai10):tLJty' of. actual &tt~l

~Y 

d a ai to( coinpluto worl& oti po t
 
~'O± 972.The A(i/OA'~rtoe~t'7ortrw o'ooao 

ry28,197(3, Ilii 

Theo P1urpose oU Uthis Opernaticm:t* appra.11lt is 10o n111orm and point,

out; it is -in~ended to surf'ace pr-oblem(", and *i:xsues thlat. kn{-Nt
 
warran L Agcnc':!.'UtenL ion regarding I mplerntlation ol' ;cc Loti

loan-, to Colombiat, anid which1 may have applic~itn elsewhere.
 
The viev.point F'or appral:stal is j -antU,)) to thel Auditor k Icnoral1' s
 
oversighit re.spIonsibility f'or cnsttrlng prudenit use~ of' A.I.D..
 

(Phe appraisalis maniagement-orienLed., It asks whaIt 
A.T.D. hris receivocd for- funds e~xpended. The appi alsal 1jx1ires
into the mannex- in vili h (JSAID/Colorbia has accounted foirits 
s;t-ewardship. A ;iubsJid-htty considcration ooncerns bow sector 
loans might ap rt~o Coranmlte of thec Congress, i.n ,t IIe. 
light of the legitslative istory of the f oreig~n aid pi~ofyrun.,, 

Ilhe scole of thin." reoirt, is rxestrict~ou o op4(.'Iatn ap.lof' the local cu1t~oey~ of I'Y 17 nqtp' ~ .1"1Cooentw floc 
~mary data foL ther iomwt 111heap ~ ~ it)n1 lo,..noiwl~d ~ w 1ioU Il 

http:economl.0t


Cwere 

A" "Vt 

4 ~T 

LonAnut2 0aO6f -1-20-6 -a. 0 

F0 'Dollar Procuremenlt 0.9 1'.0 0 

Asa: matter of' into1 : ,ple eo 1vJ,1-1ation,_thie iii 
~~~~additional, Pund ig during,' 9r o LwPA1 

ArX r-LcuJti ro ~idciLion 4.i1'i i ~ 
I.ozui. 00,1 Ioanv 066>~1ou~~ 

Loan Amount 4430. 8 Zo 50! _____ 

For Dollar Procurement -0 1.5 -~--0 

)or Peso PttrIchfase 30. 7'. 

Wperavt:LIon o 
examining relevant, files in A.LID./W ztnd of disc.ussionis WWI 
Mission personncol in Bogotai. Financial ddtta~contained ink 
this report were Thrtvoly ohbained f'rom the Mission in Colombia.~ 

ThSsector loan ppas C01istsv largely, of~ 

M-embers of the Axrea AG staff locate'd :in 1ogota, 'in conjunction.
with. Mission personnel, made a 10-day field~t rlp in January
1973k to visiL seleclted activities cited In tlho three~sector 
Loan Agroements.' 

1Ecluded from report coveruLfe is direct dlollar procuiroio,mt
for gauds and services rpentg,"ecntof [lhe16
 
million' of referenced sector loans'. Al~so ecluded is any
 
assessment ,of. the pjlity 'of those' sector 'analyses, which 
 '~.~V~ V~ 

-the'NIi sion represents as providin~l the Pramework for.:sector
 
loan amounlts, composition and straitegy.. Vie sume 'exclusion,
 
applies. to the quaility oif. macro-analysis4 prpae by"B

for the guidance" of"memiiber countries durling Con~ultati e Group~'
 
meetings. Finally 'excluded is any reference t-o 4sect-or loan'. . ..
 

"Evaluationt--as the terii is uised in M.C'. 1026.1. il' viit
 
made to GOC agencies, 'nor were G0C viewssol.Thjted A 

Si e'to' rin toi t' in the___ "of
 
vrdeathrt2-o ,theM~tr. Giing' o7 Colomlbian


developmenrt,. ndtee ,t
 
e~loJpmefltV~ti~d~V~ sten- ench'
 

poiywic ok Ciw('d' to 'c llabora i ,,aiiondirec~ iv

styleof A.i.D, asisanc'.. M/ov'er,. een tou hecto o
 

wdiU) t 'el C~dn~ ddi se oU
 

V 
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t~ethreshol.d (DP rvlo cdjt . 

A.imrpinegin)( 

Il!1 in nsres ,prudlent, use, of.~ D. t'uiids. TI o e I'o L
approach call.s lThr!spcial quality inMi s0iojlje..d~ers11ip ulId-tosfing. Sec h0voaris uresunwe the avalcabJli ty~of.bioad 111ugcd 1 k?;per3ornnel who can(ope comfortably wdih the con'Sto 1laE16njdI-oft'2cebA. 

Oil the Prcs ifeconomnic n oilde~om'-t
This is especially 10eeWt in Colombia woeteAT pO1rido~iberu.to ;hes agist absorbtive capacity. j 

Wocre the MI SsiOn to con1tinUe its deep involvement on..thd receipt
sidc of, Got- entity affairs, then from a moitoring vie*.rjiiit

wouldeh elpi %ilif tho.e GOC financial. con t~rlbut tons ~soWr 
i i Anrnex . of' Llic ,:evera.' ,;octor Loain A-reeneits -wero subdivideda,, betweeniOQ buidgetary and tlon-budgcioifry soareoc3. 1the idea

*l(Vf to f.,L14'~itate a11OP :trzsosten clfin rIn iaiingC11r
!,Iiion-a~rdnt (T'bl~r esout-cen ,ftlinaiwrIIII pirve Li'rom iion-bucgehary resoureaw]. 'Illi fact, tiiS opatio '1al, ~ 

*has boewaccomnplished C'er IfY 1()7Y seclor andnmp10.:AiIt11
will apply to F~Y 1.973, loans. 

'A, ' 

~A less copnicae sector' loan approach miLght focus ex AusvlOi h"Q 71 with 4hich A.T.D. chooses, to be aN'~:-ociated, ,Tlia: would be vithout reference~ to the source of~ent1',y
reci2 1,ut w'ould rely ins.toad on a.GOC undea is o'zeetb 

cc_-tain expenditixre levels for agreed av-Lwtie.e Such an ap-,prorach would fia.cilitate a reduced need t'or Mission tr'anching of 
AA.T.I). funwds, and for Mission 'tnvolvencilb in (aOC affwtirs. Inl-anscquence tlie± might aloo 'be a reducednedorMsin"tAfI ing. At *ise.would be ,.I vrestatent ofileAID6iitO cvr~ina niatur litnrpire2 s.t-ui prtnrsip e'laionship and a inondircctti sylA o1aoij.ance,' in the 1i,-ht of' a concurri ntNsio reosblty 
!c nuaefetv uti144aio of A.T.D. funds. 'UAAA 

'>

' 

A. , 

)'A-'to-

Mission methodolop oort~1nltIug the, A.TUD. rogru11 toapplears t. have evle in away diffJIitidJMw1II1lIprescribed In" A.T.D. 's mauul orders, and~ c)Ler di LT!c,_LItVQ'.'thie'extenit 'thut tbA var,"io derve sa",1-b ' hrl)[A1,' 

B1ureau, -it is a "factoi, t1),be cons idered injAujijy -nzaA,Iton
~~~~~f r.-A-"A oecror loanl 'U0 Colombia An. 

Aprasa o'f' sec .oa e~ a iA 

A w~;hic 'Aroqure, Ajr,(ncy-atLentoi . ' cl e he 
of~e7iluik level or ocal o nci -

Coum 
AA1'Y(Ut., 

r e 

ol 

AAA' 
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t~oca1 ~currency musts be- ob tai d by d~et urch~a e a ,ddi tia 
te conceptA'I argument of. an ,allege ,domestic. saings, apto 

stit financi ne d reb e d 6eover,
the~A I D. psture obn' FY '19(1J sector loa vs"and, the, 

apparto difTe: i- s r e There is a.lso' the question, of 
~ how to reoncil.6,AI.. I 'rsodn oGCiiitvs) with tha 

Misson, s app Irig upwar dpress>ure on >GOCjbudgets rand -resource 
ta;loatinetd li#sseqn osl.e ru etns 

_---A.I.D.ssanee]_takUi .... e it 	 e ng -. 

On the~receipt side of' setor progriun [1\ndiq.,theMsio ppai v 
to operate deep W-Lthin the 000 burenue'entluc qrlur. hrot~ii 
dialogue the~Mission seeks t'c' induce tfie GOC 'to tatk6 Lbose ct!-
which wills enable the Miss.ion to release sector Oti lunds. TIhe 
Mission seeks to play the role of catalyst; 'yet, the Mission also 
would emphasize that it is responding t- priorities and.thotse 
initiatives already established by the 000 itself.: On'-thE!ex
penditure side, at the activity level, theV, n roe is l 
one of noninterference. 

There iwould~be no necessa.ry contradictioni iii appl'.uding Mission 
perform1ance with respe)C-t to~dialogue and collaboration on sector 
loan inputs, and yet asserting the need for increacd Mission 
attention to objective monitoring on financial and qualitative '<' 

'i" 

perf.ormance, as measured aainst' those targets set forth 'in'the5 
several sector Loa.n Agreemnents. The immediate challenge in Colombia 
is how best to develop more meaningful monitoring- procedures,
than currently prevail. -'>5 

Apart from a lack of hard ini'ozrtation at, this' Limet for nicasliim;
actuial erotpc ar"ai it tarl',ts c.1 (d in :,cctor boai Agtrec
mentr, the evolving trod flexil. nature oP sector loans a, pro
claimed by the Mission, serves qcricyNo1ihihtt.,s~neo 
common standards for appraising sector loans to ' ia',,l:s e'r . -e 

good or 	bad. 5 

This oituation may he illustrated by polarizing what appears to ''be, 

3 .the essential di+f:eence-"of PPO and LA Pureau positlons bh' sector 
* 	 loans. PPC would justil'y, thd. availability of LuiWt*ed dollars.-in> ~ 

terms of actual 000 selfhl pefrmne Te L.A Bureau III tur'n, " 

would stress the ability of teMsint o'drcly nd 'inti 5 4i2 
mately with selected GOo mninist-vies' and agencies. ~- 55-' 

USAID/Colombia goes it sbe ,f'uther., Mission manacelnent not- onily

claims 'for itself a meaningful ole 'in~sevnL,to i~uoaice GO6C 

- '
 

" 

~policy 5 and instittional. developme5nt[as a 5L5ypodiicb of se tor 1(1. 
f qpeeta-61 addt' r aopar~ormulation. btin 


5 conidr the rovisions' of A...fiti
 
~~s 

".5 

'to the u~5 s ncsacondition f'or, t Q 'I' I' 
th,4tGolwui ui W1hve no. objecin tou lr Ge- or"a 

U0~0el 11 t ~ unld J 1y eV 

http:necessa.ry


GO --setor. dvlpot p' ns& Ml s Abl6 fI~j> 
tresn tecoli mtativ'a i a r canie 1Ivlo 
evenowthe Conetrn foan with ts hormanh L~ctapoach p q, L" le) 
wai oved. uti traitieonalC)I1 .1 e. . i1 o whetI~r'n;11 0)ro 

WconcepdtiofsI etr'on ol eua, p 1)l .mrm~e 1 

were to eqr o ofetnd nU to~m!Ca I.s 

siondsquetue wthnanpciato sectd loU~atnyope~rains,takig th inthotie iarEt cai eital ioith1C~ecr s ''of us7 

limfte sector la apr chvihits hihlclcrec on n, 
3a evolvge otr o ra dirrqurs piWrjc.a(itetionalATDtro thwioans.ii 

3~~~~~1 3.ission cometrto dh~b iVf ow p~r , 

measrd yths tourcet,,etbihdi lesco , 

33_,l aj I. tl', to Vtqete tnuite 3 o o
un3 conft8tini tleyof > themio otes-Ubltn 3~fig 

itnse to~tohe (.V% tho.g ae (s~oe~ 

rga~rdi~n th~eesourceofntityo acund.1ripn 

in( toart,tesiVo tes _,mt~ed. acili. alsoi8 

3-3>- ftratic~ n wl W thxer Andto- tel o rodic MlricI 
33asn secor~ loa fud tustjm-ismetp~ediv 

c 'ga.e10 



.~~ ~~~ ofc Or~. an o, i p ~p6~r L& -pUI
sn~is8of conplian e and, neds revision. 

CrtUaoilb ~~~ne with,'dvlpe 

of~ ~~ n o ~~~~~~~i o e t c s Ala U4 e d d e y n thea d o a v n ha p 

pucaeof oa cost ,.pufrnytospotlocal financing'Jnlg.ni' 

'inc~nideatioi of moGif cnd ra o inggecsomeet'"Alsci ned ed~.c 

penditire and performance "levels for dosignated activiti.es' 

8.Since the essence of the sector loan rationahle is held, to ~"'be dialogue and collabor*ation, the "Kissinger formula,"r~if still applicable, with its upward, cost-shainstands as a possible impediment to sounid GOU 
ias 

plainning, aiid 
should be abandoned." 

9. If completely tuntied 
- " 

dollars are to represent the predominant "4 4eleirnnt of sector loan funding, then this j'act should be cn
'4" veyed to the U.S. Congress as a considered variation frdmpast A.I.D. financing procedures.
 

Alternatives' 

4 ~In
focusing on possible alternatives, two suggestions are Offered: 
 "''"

1. If the matter of the U.S. balance of paymnents vicre construed 4'to be of overriding importance, sector, loans could revert'Vto the practice of generating local -urrencytboughaii A.I.D'. 
financed commercial Import progr'am, even" thougth olreintroduce those "irritants". which untying a tdehigrttd to""~remove. 

". 

2. In view of a dlimini~shing (300 fetn'e fo:US,,1ehica
assistance in: sector analysis, andf.,ah'A.I,:D.-CG 6nceriifor 'GOC fiscal" ad finania~l" perfo'rmace, s~ector~loan8 ,ighteven be' phased out in favor o~f a reversion "'o progrmlo6a'ns:'~~.With dtLogue'and collabdration'focusin on xnacr'o -:conomic_?, 

'considerati"ons" 

4'-6 
 -


http:activiti.es


NO(TE:,' An early draftbf this operations p ailreot
vieyed ad 'discussed wAh the Misso 

sr-
Drcoan seirsal 

fou meetin of Over 'w cihurs each1 h geea ds9o,-,7-.,-7 eaction- to ,ht dafreportwhich, except fortis,-Part T ,remains.
largely unhrged, can~be char cter.! ed 
 as 	follow': 

>T,	he' A.I.D Miss±illfolind the reviewinterestiig and 
heanfu in ras~ogonceptutl qustifon., 'lie. see tcor1, ~ 
than in most other~countries;: but iti ij itrj. >
 
intumn an isprniaad t' 6 tl'lexibility' and adaptabtlity 	 J *~ 

to 	count'ry situntions ,
not~onlyas thse exist, but, also'. s 	tihese evolve.
'The 'Missioni'did believ~e tha.t it-hcad~ 'oisidered and ~ ~ '~<dealt with~most of'ithe questions raised, but appre-*< 
 >
ciated this external, syste-matic dealing with these~> 
matters., It recogni:,ed also that> questions vaised.. i 

el 
in some respects, thn Possiblyf'or Colombia and, thus,the focus, 'while targeted, was appropia~tely broa~d. 

coud hvemore .iplicaions four othner conre
 

4 



ii.Clombian Developmient Plian and Consultt ve or ~1 i 

GOC Plan Strat 

1hea foeor Sector loni to Col1 nbia is refleetdW 

Colobia.Diagno ,Is of L1e ColoillbLal t Ulld o IJ culmillatUd 'ill 

1 . Investment in;urban (lveopicttInli<it, A 

eznoC'mntal. Income. 

2., Increased relian Ce on expo rt 
required to bzt 't%bottlenecks 

~to obtain tlhosc 
to gri,1;h ., 

mpor Li 

3. Increased agricultural productivity and, accelerated 
land distribution to raise rural I ncoines and to pro
vide coinpeti tive export of agricultural P'6dtis7' 

4.More reliance on progressive taxation and provrision of 
social Gervices to lesren Inequalities in income, conl-

J The GOC Pl~an statec that the irmvediate osrit to rorth ncd 

1~ 
development do not arise s~o much Cron lack of mnp~ower,' cptal, 
natural resources or sllu, as from Institutional fictoi'o that, 
impede mobility, crea.te dualism, iuid result in uner utilization 
of reaources. implicit In thii finaing In, howvever, a prsunpti on 
of' significant external assistnce avalablc to Colombida. 

Since the GOC development strategy 1r in haniiorty with current 
A.I.D. thinkiug, a basis ifl readily available foi- a collaboratlve '~ 
e fort ,looking to accelerated development in' Colombia.' In fi .te, 
the Miuision position is that the foreig~n aid, coimuxitylha~s piayot1 ' 

~an active role Inlielp, ng awaken a flocially-orienLed development. 
consciousness ini Colormba. -

Macro-Economic Indicators .,-

The A.I.D. sector loancnrbto ,t q bia ing, be pae 
in perspective by cittinL, a-few aggregate' daba.' 1,ationa 2Ac iiotulto 
for 1970 (the latest official data available) GI)OW it, Of tA,'Il 
resources available to ~o~ii either for -cns unuti oi--in 
vestment,, over 96,pretcc fro Co"'-b i!Os: DwPP. h' 

4~perceint ext:rnal'ot-iuto represehts te eqiaeto 
'-oe 6. anda#~~,an perj0 

nt. While pe cptain
bv4t;325 

Q XedoI 
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~4444rate 

4 4 

l
anid ih'over.-5 percen-of th sbo orcst ~ocuie',
 
agriculture Foeg deb :.,ib ce now. appoa ies'1 prcent
 
of export earnig
 

3rren-f6DAM- pparent~fxbr(, of -ls -ha 
~by, tie U1. arid otherI djjrS~i 'tt ij t' j clii i'~jj-Q 


c
developmient speridini3 in. the public sect~o 

t~o publi~c outlay. For ifnstmico, "bv~m'Y (±, odlur~ Ck~t'.ed 

puic' sector, invetmlenlt, Mien out 1tlyo by deP.cfrtil vedI' lLrtcio:
 
departments iand mulicipaliies ',are incl.udc"Ld. '1()t 1 r&'ee~ea
 

iveAtnt is Vinalicedby
this "extra-budgetary"' 4'unding for. 
sales revenue and by ubi borrowing i4n .lieu. oC taxation. Dar 

44 

Iii t
 
the last 7i Years,! the ratio to GDP ofrthi s "global" CollCept of
 

>. 24public inlvestmenOt has risen from 6.3 por'e nt to sometiliJ1) 

)3 .O percentL
 

'Ingeneral 1972 was a satisfying year for Colomi4a.4 Coffee prices 
rcemained hig~h. Foreign exchaxigo reserves increased 'by over' $1 75o'I 
million to reaich $45 Million representitg the equivylent o
 
months current imports. Somewhat on the disquitl~n , .side,I money
 

increased by 2)4 percent and prlcc , by lh puiecent., Coi1d7111>
supply 

and laimpouc.
~continues to opr~ea disequiinlun iivsteni, 1ini 

> Aamount of forcod savilzw 1,0 s;upport, pjub.H ci setoV a considerabWle 
development spnig 

Consultative Group MeetLIg 

I1,achi year. in Plaris, 1.131 chai.,,, a tcon'.ualt.Vive (rol1p M4uctizIII" ~
 

attended by eileven countries, includint tho U..% ui y, a nuJVboL
 
of mnutilateral agencies such as J1V, ID11, CIAP, and'IJNDP
 

At the 1970( mneeting, TU0 s3uki eted a taxrj~t level of -officia~l
 
Coreign loan disbur.n wi,,ts to Coloiblit of between $250 *000
 
million per yeat-. 'At the I obntary 19Th( rncitn this fi~~rr was
 

ri~1 *cdto ~.50 million, ostenoibly to siupport tfie GOCtage.jrt-T
 
of r. 5 percent, an increme3 over wi earlier: ciQO gure of
 

4 44244447.0 percent.4 


At the Cofuttie o.t~ t PP~ueb ryj IMMdtook
 
eomii:auii In Colombia14, exof the44prevaln
4cognizancee 


o rciip44444 isfactO with GOre oIMIin u c'Ipreries t 

regarding incipient ''nfla~t Onal, -ypresmras :1c.
'JI41 W~as 

-1d1PRDI~Xto iv aidded, uxrteiP6K1&eali,4ui0o9JofteGC 
res


44 laredInetoOnto inL-rcaa moiizatio of oict c B o 

4-for~deeomnti te piilic. sector 

4 ~- 4 n,4-~~~~ 

4 

http:Ck~t'.ed


slnedo6n~g ennts' withCG b x's 

latte f i &-re noc'uds 0
einomerial borrwing to-generte~peso's to redu'e'd bt 

BO nd for budget suppor't, inclu~dng acncnrbt 

r 

~assistance. '11QProportion f'or IRD,
fassistanc has f'allenlf'01 all~iuverage 

1DB, AID and E-'tI f~t~a 
ofi8 pQ~ercent duil4ng 196~369 

a~~ 

~A..D. iiantains n~ lo pI.Ofile ,Itte CG ieT C&i ~A;1'OTQ7policy ~proflounccmnt on Coobncls o t, reu- i , T.:,
biJlateral assistance hiitavor oI'it ,,Ilift to, multi I~ wutu 
E~ven bilatteral jrogais are t be devel~oped ini 'ItMiltilter2l. 
context of'analysi~s and negotiation. A.fD. uprst3Dln
sLIT in urging on the GOC an Inicreased niobli Vti)WOn (1TO~WtiC
resources and3 sees a shortalre ofl local; cturrcricy Pt: e!Ons111wt 
oi foreign lending foprojec osante. > 

Meanwhile, MJ.D. declaros that the intent of secor loans 3Is not
to support the GQC budget, in the sense ofC continuin an existing~

* deficit, but to help the GOC acceler'ate and~epad socially im
portant programus tliaL 1,rold othen'11i3 have to be carried oiut at 
lower levels. 

Comment 

The Colombian economy has reached a stage of~ developmpent which
offers full scope to the A.T.1). policy of' a col~laborative andI
norndirrptive style of' Cae.(olombia~n proispects outwelijIhtColoinb-an problenin, and t-he (;0(! appearn to~be re'solutely, develoj ~ent

--.

33Colombia. 

33of 

IT)teniu of ant operation apprai!3al of, sector loanc. two points,~\i.~
require attention,. The Intend~ed aift. Vrom hUMateriWViaitmt-.3 
to multilateral f'inanvinir would appear not to lave -tan Plaoe,
at least not in terms of' absolute fundingeves A'.. approv.333tlof' sector loans for "'Y 1.971 was tied to ain linjuwiction~tIv:tj1! 
GOC be advised of' the imnportrinoo3 of' alterimy, its course of relying 
~o heavily onl eyternal resourceu to finance. ublic'dev4a.ipient 
programs. Yet, at the CO meting of 1972 1AJ. ace3- to3 ralo
no objection as IBRD proposed increabexternal revoiv-ces to~ 

Thua a ictio 
the A*I.IX/W ~P6nitioni 'on- tena asistace to Cmbir ma.~be in order.,~ ~ ~

3 

Asepar'ate mat~ter cocen 

Were construed 3to ror~n 

th ooba 

donor udet 

efh] 

n,4o 

ort, i' 

-



Of' GC'~erfo "ma c e I 
o:01 	 Qfl isencyr th A. 1.DP,c d~t ~'o o t "0 ci rqLqs 

anA.I.Dt. determnation oni 'tle sffcenJl , 6, .'fi- In~ 
finncil esponsi~bility. ThiLs r roiIIl~'- itiner-i uIrpted 

,IV. Rational for. Sector Loans -to Colombia. 
-

SIma- of--Events 

We believe thIat, it would beA useft'u~.o vecaptiilatu wh at appers 

to be the. goensl ofthe Agency's j6sitio on providing SOtLi"1 
loans to Colo~bia. Tn tlu fall' of. :LXgti A:ueuraoe 
that the rise in- (,oloinbin coffee pr-'-elvet tor£lv Ll 
balance of: paymnents~ Justi1fication'or~ progrin .1 oJans. to :ilnb1.: 
fnereased~ export tearwtng,, wore' pq0i(,~ xod i nto ecIdoV(, 1,; 
of AJ10. financint!. ehted ,iL hurrg a ~ ~~~ 
the Bureau,, designed to develop ai i tlt eii ', ve rat-Lotle fo .~Coll_ A~~ 

tinued bilater'al assistancde to Coombia. :7n cnisehce 1e ectoi, 
loan approach was emibracedas a us efu elin-u o f~uin 
on social programs and accelerated growth ill those setors-ofs-
-,perial interest to A.J.D, 

1'rlY ill 1970-the. 1A-Bureau argued from -the premiise of U.S.: n-~A 
terests which called for supplementing GO? resources in the amfotfint 

-of about 80 million a year. It was notd iiuwevei that under ~fW 
a shift-from program to sector lasAID pselgyAppae 
to require a~shift in asistaxnce rationale f rom -a - orign exchanfr--, 

g 	Dt domestic sv rt gp~ For FY 1970O sector lo~'aA- ellA-, 

for-ia total of. :.;300 mnillion, in addiltion to a profvnam-approved

-loisnof *)10 million..,-	 ~--- -

fret~aid !to sector went cn~t11 
uvrinadequato a itehion 10ou :111 VIe~hi nh.s", *k1u-1~. 

- ~-	 loatis, 1'1C iloil, NiL exrsbuL 
Ln r 	 006,0ttAo 

critria ,ds et fort i I M(C 1.610.14 WhI.L tfihJ ~l ['Ipr
asJAntiidd f ioc vith local oost f-iiancit!, U1&I'zduduee 

of FY 19710 sector lthn fiuids were uued for ftiinnjeirrwintl coiii
inodity importo, with 1!eicratedA couniterpart funds RllL)Cat(2'J [ A01' 

utili,.%tion in the vgriculture mid educati.on wtiS--$4-

~yT~ ~AA,, 'Y 1971. sec-tor Kloans were increased' t $7fjiljnbitts 
time l.argely-ffor diirect purchase4 of' locai cineley. T~his was 
inIA~f complianoo withi thje Presiclen t" P decision on "uYtyin -,aswi 11 
be discusdei Io ogtow a e eBbelow r lan~ t~ ~ 
,iAtronjConcern as to (OW~fica1 perfarnance, and' even~ 0 ggeste&-;f 
that1le~LA Ru~aun rf'wnto r'e ui h ' 

>t~or Rsisa~nce to .oliihy o or ILI ao 'n P 

as:~~ reustd, bu--A, .D W db shed~i"i i as 
eNOLU 

ti 	 or1 

http:educati.on
http:1.610.14
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scenaario was :pliyed out in FY1972', jhsco'on 
app~~royed for ~89.0o ili onn gajjj predorq! nantly for recp'_

~ chase- of Jloccil currency. 

s~ector oan j1±3*cy___ 

The niturc of A.I.D. sector loan policy Is fneLt Corth in M.(.~ 
g 7~i~< 1610.1 of'October 1970O. A: sector. loan is o~'derad approprJ ate ;:

when thd A.I .1. intnt is to, focus the develojiil t cfll6jui on 
problems of the sector, anid a systematic ananysis''of 'setuzhl~poli'y,
institutional. change and resourc rc incezits The A'.-f.D. on 
tribution should be laa'ge c' 'ougyh to make a significntdiffernce 
towards ,sectoral change and increased reourice allocation.> Cenftri.J' 
to sector loan policy is an A."T, D., as.-,es--mnont oP colombian. f Iscci 
and financial responsibility. Recurring 'costs areepctdt 

pbe financed by the GOC but a "~reasonable", level o~f 'orc'rig
local currency costs can be made from sector loan funds,!-Where 
"reasonableness" is tied back to evidence of Colomibian fis~cal 

and financial responsibility. m.C. 1610.1 states the basic tenet 
of sector l~oans to be dovelopment rather than cover~ing bala.nce 

ofpayments de Lcts Ilutr, if there is no suchi deficit, then~ 
justification for A.I.D. assist'ance must be~grounded in analysis 
of' the "internal savings/investment gap." Merely to~state the, 
essence of A.I.D. sector 'Loan policy is -to raise the 'issue, either 
of Hi.-sion accoimodation to policy, or to~the currenit validity 
of the policyr ittself, 

Domestic: Bn',vingn Gap 

Responsive to LA Bureau intimations rega'lrding local cort .JnLnei ni, 
the Mission's CT'S of August 19'70 included a "two-tgap" model, 
deSigned to "demonstrate the nwdominance" of' a domestic savings., 
gap (local currency) over an import gap (forei;gn exchnag) tts 
thermajor constraint Lo grovth in Colom~bia. 9'he~Missioni mrodel, 
projected fov I(Y(2 an import gap. of lcos than one-third the savings 
gap).
 

Since the Lk Bureau identifies sector loans with significant 
components of' local cost financing; a word on two-gap methodology 
would seem w.arranted. 

The f ir st step in such inodel-building is to posit a,desired rate. 
of growth in GDP. This -then pro~vides Aie busi, fo' e, t Imating the 
level of' both required investment and ofe"ce svns n 
shortfall in anticipauted savings, over, required',nve stment is 
lab~i'6d the~domestic savings ap, - On .the external,'side,'export 
earnifngs are projected and comparedwit1h 1ie level of imports 
deemed necesaryto supouthe~ ta~cetd rate ,ro,I n GP. Any 
shoral In imor fiac lilbel~ed the forein excnri2 ;,gp. 

sunptons j.corpor1ated i n o b 0~e 
6A,.4, 



Lprovided 

IIcurrency 


4I~ 

That s, domnii csaiig- u rr 

a clcuates'iing, gp a e losedthrou Ij,91e&HiedX poiq108 

'Th ~isi-e7n pt- thci'ssti l)did6fackhe2ed- c I oiiel~l 

weaknesses of the two-gap cozncept. t in-1n f poe

gen.erated by the Mission model 
were not, used in' subsequent, CFS 

) 
" tables. Further, the'Missiontook ote,of h-1 problems"as'.ioci ated/


writh attemipting to transfer foreign' resoures :to Coombi'in 

a situation of an~imnproving balance ,of. paiyments.'WAt "isque herec 

"
 

ishe A.I.D. practice ot' -seeking to potlt 1'r d:UIUI
 
in rationale bjetwcen comnmodityj programt loan:,~i and Tocal cosl.
 
financing under sector loans. K'
 

Loun Untyin,-

Tn October 1069, President Nixon atboriod t. ofpi I'ar 'Uil yintg
A.I.D. commodity procurement for ,utin Aiieri can proljrtws by ex-. ~ <.,2
tPending rouemn eligibility to' Code 9110. countries. In .Ianiiar
I970 the President approved a 'November 1969 pro~osal' of' th~e' A.I.D) 
Administrator for comlt wiig wthrpect to loan dollars '~uised to purcha!,e local currency needed to' ml.et e sential local
 
costs of development progriams. "This unhtying was to replac~e an

earlier de minimis special. letter of' credit; pro,-ediure, slated
 
by the Administrator to be largely of only cosmeti.c significance ~ " wtl; respect to 13iuy-Aerican procurement. An o6'-er of mnagnitude

fiigure for' local currency conversion under complete unty-ing for 

'lhe whole of Latin Ameri'ca was placed 

">:i
 

trt $50 -, :16 0Onillion a yeIar. ~~ 
The Administrator noted' -th'at permitting Latin American countries'
 
to use unticd A.I.D.' dollars for procuiremenl; il 'Japan orV.Europe


wa 'point particularly attractlve to Latin America.. In Alnist A

1970 the' President authorized complet . iitytn fort,"C LI-cu~, 
 y""'~~ 

pirhases ona worldwide basis and prov, ded that A.I 1). ,nhoul~d
 
use u-ntied dollars iLnstead of dollar credits to nn-!~
local currency. 
 ~ 'N> 
M.XC. 1111 5 of October 1970 covered the rtw untyIng poly tnc


for direct purchase of local' currelicywe'esrce4 
,, 

conversion (do minims speciaLlettr; of~credit .3ad.ell previously usea but only under the sie ii'orminnt riei

'awould permit user of' , th~ rk mnirnis procedure,
 

' -1 3 4'3 
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SeerlPoints deeve attion., Cofmbiax~~ot coyk 
M..11.,bthdengenerating

~~'~~r~ctkontnuelrenepry 
I~a~ cove 

to-S f 
risk i "' '-hatu 

e .prcaeof' local: clurrency., udhw~,, a].~7
that, te Kpurose of'j th6'sector 'loan,: as, ).sAl fiiih,
~then- direct Purchase oi'~local cuirency was reuf. ? sji]
directive. The LA, Bureau took this positioaiktep 1"byr

11~. ' t4tesubsequently expressing the~view that "dollir cotes o 'c'Llcurrency in lieu of cozmodity f'inancing has benadis l ne apart of the policy of li".eralization and carries explicit PIresi 
'dential approval." 

j;Q 

During FY 1971 LA programs, as a whole, converted $403nmllionfor local curren'cy purchases. Th1is figure was increased to $94.1million for FY 1972, or- to almnost 50 percent of total 1IA 'l&andisbursements. Since untying, theiU.S., share ofi Colombia's imports has fallen. 

44 ; 
Legislative history fails to reveal any significant Congressional~concern regarding~ the divect piuchauje of' localI Currency with l-oandollars. ',teiti-er liati A. [.1. surfaced th!, 'c.Go' epcily toA 
.he Congress. k-, a niatter 'oCict, page B-li of' Lhe ovurview volumecof the, FY 1973 Corlrresuoiolill PL .neultatlon :~tnthatt sector loan.,would" generate local currency reqri ient throti,li traditionalA.I.D. financinig of' stileable commoity iniporc. 

.,ecretary 1Rogers in htis testimnony' before the Passpnn Subc'opunitteein th1i~ spring of 'lYq2 sated that while "87 percent of A I.D.£unids were used for procurement' of U.S. goods and ser'vices in1L971, this p'ercentuge would, be lower for' 1972. -

A recent GAO report, covering a lalree local currency sector loanto Lrazi1 did not focus on this m~atter, b'ut thejTA*nirges repeatedly for a 'miniinum of reliance on direct purchase of localcurrency, citing Setin 02 id'k(a) of -the FAA,' dd theunfavorable imoact on the U.,3S ba1lance of payments6. 
' 'y 

2 

FAA Itanguage covering restrictions on A.I.D.-finaflced dollar~Vprocurenent is, in practice,, construed by'A.T.1J. asl.1argely, i:napplicable withi respect, to utili-,ation ofU,.oie.'lcl'u,
rency. Moreover, commingl.ing. of suchi 'lou'ul currency.it (iOC-'ownmed resources, as in the case of Colombia' ,I44cr appicaioof any such~restrictions only' to that .portion of conimingfled da ~ which could be attributed'to the prceso the ... la''ipoint' i.s rained belo' n sinJm , Lon UrePn loMgu 

A 

z i~nAremn ~na

oi,,,;~ 



A.I../GC Views oi n t Las 

In ._,arch I ?jA.I.D. :prepared a mremo rnd~iumf4C 1Ile s nat' e, 0 
thde Secretary of SWe containing the essence ofaposea
3istance' progrwai to Colombia,' and rquese Mi Lte rlouse as-vd 
ftor tbree FY 1971 seor l~ Pro rrail,;6ionale was given' as A~ 
tb&'ieed :t'cmieALD. e~re tra~ibrsbwith sedt~iiii -s 

~ (* n.Colombia. The mqatter of' Colombian perfomace on internal
Ilangi,. was acknowledged rAtca to ah
 

Igoals. It was pointed ouit tat thi dtlhloa o bl
 
to take advantage ol' foroif~nvofcers. for, prjc*Is91 lane
 

Subject meniorandula refers to (10C developmntL IiitivP'es anda~ 
tak1es -the position thatit. bilateoral aid JS 1 . respols ratdlier 

-thawi a prescription. Thle. A.1).D rol o is :noenr as one o(, I dcntl IrIca 
tion with GOC Pla~nt-. At the srumec time, A. I:A. D. n1re.e Ie doen 
of "adtoaiy of' L).:. resoiircps; and 1Ico :red aoI-i 

A ~presence, Ihi eer~t, A. I . D. ,uIt .le tha I-. m oa~ r~Ie
 
both pioneerinI, and innovation; they hielf- CILuzi( 111pOrtit. pol1i c
 
and related comitments 'by (;0('. Eoitng ir said regreUiwdinj ~ally
 

A ~ultinmte iA.I.D. phase-oiUt from Lhis supportive role. 

AA~~ The LA Bureau in providing gIpiidaiice to the rMission, ,for IRR sub-7A 
inissions covering I'Y 19'71 sector loans, stressed the, need for" A AA 

A information onl those G00 sector objectives, which w4e wish to 
support. Thie Mission was to demontrate %.T&sctor loans wiere " 

requiired to isitre achievemjent of' sector policies and instituitionalA 
reors TnfniiiLioHn was also requested oil the aSSsment ofA 
sector loan progress. Whether or not loan funir,. wrere released AAA 

in tranchies was held to make nfo less oh~igatory Mission respconS
ibility to insure effective utilization of' A.I.D. funds . Sub-
S e(11iontly, in~ ti4ving rlik appwvrova,t the fA ]i-urcnu emhaA,,e 

that atte5Sn,4in'I l be given~ oalfolo porm n Aolh 

not just L~o those siib-sectors oP Inter2s t.~Iq the Missiton. ~>AIII 

ad~o) th Mito Jnit maero-economie. was (oA 

demnonstrate t10C fiscal and Vi'biahl re;mponi i i M .-. A 

t AAMission Loan Papr'i's I(iotlif'y tIhe scct-,or- Toan ui'c'r AI rJ)AA A 

-ways. A given loain mnay be viewe4d ar upporl-Jn',. assisIn.iiAA:$ 
generating, strezigth(:ning, cuntributThg to, focusingA onl,' accl-A 
eratinf,, or settinU, the stage for 000' sectorA reor anAtdveopnnt 

... 

~The Missi~onU intends that seto loans provide upward'. pre 0su ,e A YAAAA 

Aon 'priority goals;, secor' loans are he2l opoid h'"ciia
 

ms"which rgive.f; sibtafce and purpose to Miso Jaou n
 
A ulbrt on. 5in ;a derivative~s~ense; seatorlais~are sen'lt
 

~favcilitatr. Improved coordination,,. hi17)the GOC~;'.

Fini ;ry, - s beld~to itat'n an nsirlit inlto the 'affalra of' Jew)J1soi S 

tAPAjAA l 1 n p rir eri,, a utoro oiu; i I e .11e n. Athe srUn time e 
RA '~~AV~~~~AA~~l 

~A~AAA.A *,A A, ~ A A A AAA A V), 



the ne oa]M iiii"if luencine~ .zr~oa deison 
000eemnof tx'eleIllos sa i 

wol sO t the ret 
t rea en h 

er~ tool for Policing the'GOC Secteor~ loanseal thle 
--. impJlementi ng ministry and the Deparmn~r~t~a toar~im'- eto Naionl Pa ilng tgana measure'of control. over theldecentra1lizedg lc~hisy'intuan, is viewed 'by the 'dcn a 3a iacpalprice .f or rec civing what they conisi derto-b adion!-tni'g1-iiJle thie 00 argues the virtues of sectorloarfi{i'bil ),< ~.-GOC also sees~ aclvanthge in 'sect~lr loan' Inrlexi1iJtyTht,is)ceot.tain elements of the G0C sciv the 1oc LorIloan as a4WflansUC'resisting and discouragtng iLnternal. pcul'o kr resource allocatiolis to supPort programs, 4 consider'ed byr the DIMP Wtbe6f"ow prtor,eLy.U.he 000 enjoy., the availability of'i uitied dollars u~deriLU1l~oans, and, on balaince, sees the- deep USAID4 tuovn\1.4fl~ ~of'useful catalys t,: rot available in -the abselecu of se'tort, loans,and of a Mission presence. ,To the extent that A.J.D. "cnitoscontiute an irritant to the GOC, the sector loan tecnq&considered by the (OC- as -having at least the potenjtial m~ mz~ii.*irig this factor. 

4 

Comment 
- -. 

* 

4 

4 

'while 14.C. 1610.1 offers broad policy guidanice on sector l.oans,the language is not sufficiently precise for appraisal of loan~implemen)tationl against loan policy. A differencp of view betweenFPC and the TA lJureau regardiLng the exercise of G00 fiscal "Indfinancial responsility already has been not~ed. Despite the~cypression of concert) 'by ;the CC, on this sam~e inatter, A.J.D. behav, LtoL-indicates -a willintpieSe to view GOC intentions as, a reasonable,~~basis for procudint with 'continued bilateral sitzc'tChbaAt issue here is thle basic A.T.D. predisposition for~ provi~dillfass-istanice. Tin ithc first inotanrcc, the U.3. decision -tos~uppl~e-
-ment .000 development resources emanates fromi a mnultituide of con4-iderations of whlch-.the qusinof C:'4OcC§ecnmc aaenetonly on.Once qsip GOon.an'atmnospherefor A.I.D. assistanceanle
the' question of proiram -techique and comipositioni bec eeat 

4 

4 

"---

-e 

-* 

- -~ 

J . 

Ecnmclyspeaking, fo. ine. etr loans and proLri lJoansmay be vedasidentical i..- a Eta'ey proiealel frtransfIerring U.PS. rusouirces to 'Colomnbia. 'The diffeence is'thutprogram loans tend toemphasizeto-----derations mro-ecnomiwhile sector lonxis are idni' eto n 1 U elated sector ~protrji acti~vities.~-se~~r empit,y~ram ctor ~~~~~~loans J/e and -p ,e uln7anL.ID leerg over C0C' domestic budge4t- g c1.~
the fore im ' 4excli ai it,o ratisfered t~hr'ougiI .-cook" 

-

--
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Teconceptual. apparatus of' fthe twogp vaiety probably_",s o,0 
f6
little sig dfi'cace, either oilU.S. deciSionmaking ;or forropera-,, 

issudos aise, nameJ.'--whiether- o gienerate local urnc 
throuzh1,,the~ trdti'a veil f bmmdity~imports,p o'r to pur-w 
afiir suclr oa!'lyc-'recythis -resp-etth'ere. is: need

fo onfiiiiation~l f a.residenti'al, iiiteiit't2 hi'fro -n~&artial 
to.cmpeei te xeuinFo,,1 D. -nvgrwnm T:ssentLal.l,there 4is,need of' somi e tv e niton; ~ ~ ~ 

4 

A>of those "pormn criteri~a" mntioned ;ini Nl.'C. 1411. hs 'ou d' 
identify that "rea~sonable" level of~local ciost 'Clinzcin cnvisaved '-' 

in m.C.' i6lo.l. 

A measure of Mvission influence and leverage i's claimed f'or~sector'
loanis. This facet I)fA.I.D. assistance is seen to flowriiy<j 

' 

from the priority gJ'von to d_1taluue and collaborio 'htis 
leverage de~rives, ot solely from the loan itsel'bt'Ma '" 

.MiSsion ability to work directly and intimately with' selecoted 
.c()C hinistries and auciicies. Yet efforts to docwiient the'4impact 
or a Mission presence would represent aii elu:sive undertaking"
and would entail hypothesi z.ing, GOC performance in the absence 4 

of a Mission presenlce.42J' 

To the extelt thiat sector loans stress the primacy of dialogue,
adcoliab6o'abioii, to that' 'same extent the quality, qu~antit~y

Wrid continuity of Mission staffing and of A.I.D.-firancediter.> 
mediaries becomes vital to achievement of ;ectorloani purpose.
In thiis respect, per'haps, the --cope for a continiued tMission con
tribution through" ,,ector loans should be measuired bytie (1O( C;L'. 
for A.I.D.-financed expertis~e to assist 4in a: continued explaloi: oi 
of sector administratTvu 'or- technical problems.-

Eve allowing f'or'a meaur;oC'ofrhetoric in sector lonjus if ic
tion, the composite'of A.I..X/G0cview' raises, a basi cissue of 
conformnity to Agency Policy for' a nondirectivs tlr oi.bnu n e 'J'a 

Iis note easy, f'ov instance, orcniesco on s 
'xepnerather than a prescrip~tion". ith the ida)f1o ,up ard.nieeR 

pressure" oil GOC budgets'. Of' course,, in the-fnal:anusft erll 
mnustbe a convergence of' A.I.D./GOC inte~rests t 1bth'r,e bould 
no0 sector loan, but the manner of reaching. this 'Kconvergence is~' 

4 a~iproper subject for exaination. 'It appea~rs 'that' duini., sector i1~"
 
loan' fozrnult),tion, A.L.D. negotiates as well as rspod's. ,hIn'
 
releasing funds by traniches, the Miasic..:te'hds to~ the ini-.
 
tiative in generating an acceptable GOCnpt I ecg,a'r , tvt
 
expenditures by various entities, the 1issionpd13sur s, largely''
 

"'' . 
4~'~:~f1 passive. '~ 

In ay event, sector loan~'appra.isal muu', for the sta 

0 acua n 4 pefrmne '~ ais hs4 agt e-Tr 

sov s 4'a o onAreet.Ti aS)4 

http:onAreet.Ti


V.,Ibai Agreemnt~s and Conil *ice Apprai sal 

T,oai Agreemn J~aniiage 

Inpincileone could arjue~that t)'ci s~ -,Ion on Lo (W
K rjovides -the.proper benclimark ror 10omi i 0'ii. :tjp~ni :i 

e Itt ?ik~ -0 Jo~- ~IIhll 1T. -,0i1)~ LPP(VW ----- r 0S toi'nS d -y.tK 

M~i suance of a bLoeu Authoi Lation 1),y~h AI~Ii-t-Lo ' PoL. 
are a comibiniation ,of -sector tuilysis 11114 10.iiil I 4~ooas) 

Jlanguiage i's amiuu, and loan funds are :ident i fi ed with> to lC 
activities perfoinance targets xnd priori ties iii it manner no t. 
capable of demonstration-.in asituation-'of coiiunied funding. 
Mfii] eFY 2.9722'(APs offer~a marked improvemient i'i tpreoen

itapearsthat foi' the pres eit, ef fort, the ba 
the appropriate h~enclimark for peformance apprisal.~~ 

The three FY 19'll sector Iovan ALreements follow a. similar of ormat. 
Section 1.02 uniformly describes' "The Progrzum, which the Loan 
is designed to assist. Then reference -is mnade to Annev, I where 
the Program is "miore fully dlescribed." B3ut the commingled spendLing 
described in Anne,. I often i.ncludes "Other AcLivities. not con
sidered part of the agreed Pro~rwn. This wnbiguitLy Ila obvinus 
implicaitions for sector loan appralsal. 

Because of' minor variations in section number ing rurnonty the three 
FY 1971 Loan Agreements, reference here is~ ma~de to IJvbanI/I(,e,~Iona1l 

Longeenin-03 The Agriculture3 and Iducait ion r'o11iAr'c
ments contain silr auae 

Pursuing the notion of Just hA is Ih otrlw Po~~, 

Section )i.0 & further ciomplicates the Iflat4 er by Stating thab Joud~o 
and services financed by the Ioani shall. be used exclusively Ior, 

$the Program9 !*Zeotion 0.01 further provides that -pesos disbursed 
for the Program will. be used exc~lisively to procreoods. alli 
services havin b.th their siource _and origin nt Col ibia. ~ 

The problem here, is how to monitor compliance in aosiutino 
comdngled funds. Pragiiaticitlly the Mission t~olvs'.the matter 
by issuing nimplumentation LetAter No. I which Providesa 'that the 
restrictions stated In Section 6.01 "Only apply to tbat~ol-Ition i~$~ 

of commingled flidswhich can. be attribhuted <to t]'6 proceed:V Wf.' 
this Loan. 7Presunably Sectioa 6Ol~rreseent srt ca tiIy-.'over 
from, those A.f.D. loans. involvinig sgetdacdolits. ~ 1 j~~ 

Section 4.01 provides th oth 1~'awi 
with, diligence anid efficienc~y and in coform t h Tan and 

A schedules' s agreed Upon. Thqen Secion 4.02 stoes-5th t"at 
wil rvd rmtya'eddal fidsrqieW 

1addition to th on L caly as tee~Pol A 'ec 
IBorrowe-c 

http:demonstration-.in


4 are, cons~trued to provide protetion to A.f .D., -o* 
eperiencewith *the GOC rbut fo upse fhs0 e~ ois 

prapja l,arc no v-iewed as a,basis for c~ompliance, moiito'ri 

wr 
d0 

UJSAIbD 'Tpmp2 ation LtterNo, 5 eers 4to'SS'tio .~ 
Agreement. nd proposes to mak~e Mision rl&'ases !i h sam 
ratio',to C6oombian- Gover~nent inp~uts,, as d~citbed in -Ane I
of-~,~the Loan Agreez n or,.~ the' en~tire loan ,period. ... " nti 
regard, th- iso'argues that GOCrevenues iel'ge tL t during ~ 

~the, first -half~o1 each yar, and~that,,the Missisboiid al.ow t 
own advances~to get, ahead of a strictly- I'Ac TUil ,..njat _ 
practie the Mvission does bold u'p)relass'iFI'A tvteuls,the (U)C',i
is procrast~inatfig w.ith respect to co~st -:iuirjh. AjVl Lhurl 1,LU1 
Agreement' language is flexible retgardijit Lle cal~o of jA. 1-.1) /(K)(:
inpits, this point seems to have become, instk;1 tui onaltw'-u-,~ t ~ 
matter of prime concern to t1he Mission.1> . 

< 

' 

1 .books 
Section 4.11 refers to the A.I.D. right-o npcino land documents "relatingote Poramndetheri ,ofnL 
As nioted,, however, Loan funds are conudingled atthe entity -level, 
and to inspect entity pefrac woldbto exee coerg
represented by the Protram.-Thi a ltmtl xceeonsttua 
issue, but to date the Hission 1ias not- tested 000 reaction to 
any A.I.D. exercise of its "right-of-audit'Y-

Section 7.01 covers peso disbursement procedures, but nothing'
is said of promptly getting~ such funds to the concerned entities., 
At an earlier date the G00-Treasury often witlbeld fo~r general
budgetary use Mission sector loan releasesr designated for spe'cific
entities. This matter appears-now to have been~ resolved.1Furither 
to this point, itznaybe noted- that, wil~hin P or.o .1 .11.' 
dollar- conversions, these- dollar APuid,; are added to Ctolollibihr!0 
free foreigi exchange r~eserves.~ Accordigly, while' Mibn3foV<'re-
leases of purchased local eurrezicyaylIroperVylie~'tr'n,(;cdas
commingled at the 000 Treasury level ,for at -1rbution purpoo-es
commaingling is considered to take .place ait the eni 'ev atl 
a date currently lessthan one month lat'er. A- ''~ 

' 

<< 

"~ 

Section 6.02 provides that Loan financ,rg of~goods,,ii srie 
apply only -to procurement 'subsequent to, th'e date of the Lon~ 
Airrecxnent. Thin language denot,;h~wever,, preclude A.P.D. A 

dilsbursements to cover cowmens etntere~dinto prior ito the daLe 
of Mission~fund release. 4Th t~iS "t 't'e an'_ ci'pate 

rece~'ipt "of' se~tor loan ftinds izV th'eir-6ton' imleentt 

ad wili,be sonbejow.t' !,kl~s.-ereealeo "rnbnr 
iMiss~ion l~ aaeet sesbya means of'closel :onitor-,-,

th' NUt se~$ion coul. Iird 
d4eny aI'nding to an entty whic~a poceode ±''imle'men Lle'- '-,
Program in advace f~f alNiss ire eas Xd

09



Sectin 1 3 ie 
ofNtonlPaniginh 
Ili e DNP coud prstal

uVndin g shortfall, 

ecgition'to,,the pole ofte'G~~~ t,~
aloao of.publ c .in'vs'ent-,,fd. 

vktj section i thie' e feFo th'edcenitraie, f~~%cJe _

~~~a!e Cciletietxen 0 ,Secl~ 

Ltiations 

etsn h~mih al 
for the~ Mission., Th problemn wou-Id be how 'a 4~i-l dL' A 
stringency among~competi niyatvte 

with the"GOC did take place on thi's ma~tLer,1' II' Iu 
of 1972. 

Section 1.02 ci h ~an AL;reement identifies A.TD. ssistance
in terms of U.S. dollars, while Annex I delineates the ap$provedProgramu in pesos. In this appraisal, it is presumed thlatth~eLoan Agreement is intended to authori:ze disbusements of-do)!l1arsup to the ful amount of the Loan, notwithstanding t~he~fact thiatactu~al peso generations n1ayo'exceed those amouints cited in Annex,

.itidgtbe agethtadpciedpeso *exchangeraeIaccompa~nied by higher prices, and the need for increased pesosVV2
to accomplish the Vargetscited in Annex I of the Loan Agreement. 

'

2V 

Commnent 

To use Loan -Agreement language as a benchimark foi- sector loan
operations appraisal may be to attribute to that docwnenta~idegreeof rigor not Intended either by A.I.D. or by the GOC Conversely,were Loan Agreement language to be viewed illustratvely ,and, subject t.o suchi amendment ais would bring it into conformiity withactual performiance, then the issue of sector loan compliancean
appraisal wol no arse 

22 

From the U.S. point of view, the Loan Agreement7 is an obligating
document representing a legal commitment of U.,'3, funds For the]GOC its contribution may better be treated 'as an intention and a best effort. In fact, sector Loa~n Agem't ar~indin
advance of Colombia National Assembly ac'tioni'on' pOude-ro-posals. Nevertheless,, signing the LoanT Agrc~nent~is 'authorii.,ed
by Presidential decree and approved by th ~cil of' Ministers'and by the Inter- Parliamentary cCommission, an mustbe accepted on its' face as a serious bilateralndertahidng. 
Wit fund comigln atteeiylvl sprtonbten 

V'

. 

V VV ti un onnnit un wudb 
VNclaly A;I-, coiei-t e'by e 

Icin '2rn'2 _61hwd'tuh~k n r 
non -of ths ,;cm9J±~tic~Iih debiuild 

,V, 2 ....... .. Y 
p~Icxn~An~Corthoau 

lcdnMi 
d,cuen siv As of 
ofnprogra i- 'enin 

blit:Lved "0 rntpato6ws 
c r e n e o a* 

o r& 

he,,Pao 
e0z e.e 

Q 



."*Finan al-, Perfozomai ce 

Financial Data 

~Part I above' identifies~ that portion of each~ -ect6r-,loa i ended 
~for the~direct uchase~ of~Colombian pesos'. These 'dollar~'on--,. 

~million for the FY 1971 and1972 sector loanis, respectively., 
Fo rgamn uroehwvr Annex I~of- ach' sector Lan, 

<vj, 	 Agreezent showsol hpseuvln~of dollar conversion;
 
amounts. 2Suimlary, data for eahsco'on iepae in terns~
 
of70±1pirojosed expenditure periods, hwa ol's(nmlilso
 
pesos):~~floS~iiils.i
 

~ V~Y 197T1 fionfli 1-1Y 1W iuu 
19Q71 IY I197;) Total CIy .(113~ 

Agriculture. Loans 50.0 521.11 ~ ) 	 ~2K 

Education Loans 120.3- 23B2. 5 hiQp*8 )5 ~ 

Urban/Regional Loans 81.0 52,9.8 610.83 898.2 

Dollar conversion exchiange rates implied by these peso> aggregatesi 
t;',ouiit to 21.1:l1 for FY 1971 loans and 23.8:1 f'orT 1YI972 loans.7Y2 
Ilie diCference~ in conversion rates represents Missio6n 2expectatioils 
of' peso depreciation by the time of loan implc:menatioi'. Since S:2 

the actual; conver'sion rate will1 be2 that- rate applicable Pin the 
date of conversion, it follows that any delay in Sector Frogram 
implementation will likely mean peso ge erations iexesJf 

2,, 

those amounts shown in the several Loan ALgrcemnezits. ,A of -the end 

of C'! 1972 such Itexcess" generation, available t'or prog-rmmmtnllifi,
approached 75 million2 pesos,2 as will he aowni below 2.ddoe:t I c, 
boan 'Agreements are expressed iii 1..' dollars, as 2i 4j'Q Il P":Ohi 
V above, these excess posos are vie~wed tit-, atvvai L1116 -foi 1tue 
programming.2 

Undev' the several sector L~oan Agreements ,'t 14ii we (GOO,24'~ : / 
2cari'd-----esignates as its implementing a~gency fr &Lut~te v.ill 

program, 2a specific ministryj which, -in turn designates speci 2-le 

autonomous aecs-to serve as- sbimle tingv agencies.' o 
convenience these su-mlmltlg agencies are i.5 referr'edJ' 
to0 T). entilties", and may, even tjnc ludeC LSe,1nr.o the implcmentin 

29mini stry, itself. A'lisltrnj7of+hoscentte reevn to_ P2) 

114(22, sector loans i ,s inclutded ao a AttaClment to ths rpo.22~l7 

e 
~ 	 are peculiaLr to Colobi~a and require de i A'
 

Sector loan ex'penditures 'ainreae by IiGO
 

-''2 2Cer1ain financial an bugtr epsiosued in tis rpo 



a tho)ugh' th'is' may incldscoeitL 

diem; travel, etc. IFizvuliciaJl itei'effl~ai- evolr ..l r
enti're operati on s ino':,tIllezL ''1 

buet.It appears t)1aI 'Uptnu ;h(I' 1': I' I Imnent since this giDje p1-pcntiLiv h1vi, . - ~ *~ 

~The, word Expenditurxe, becauise of varyi~ng, metidloY cal 011 
4either cash~flows or disbuirsements pl~us accrued, 2i'biliije4
depending~ on h1ow the entities pref'er td~keepthir~i books~~ 

A Payment Order is a claim for reimbursemeflt;1rom ti~e GOC resuragainst entity expenditures authorized inTh'apoe uret'.ry
If the Payment Order is pending at~the, end of. the year-, the enti~ty
treats such funds as money in the bank. ~ 

Unofficial and provisional sunumary data for Programned_ ecor 
4loan activity during CY 1971I', inc luding contributions fromh GOC 

sources to provide commiingled L'w,ids to usint; entitieu in accord
ance with Sector Loan Alrce-menit, Show its follown: 

Sector Ioans 
Agrc. 'duc. ~Urban 

Onilffos of lieo-

Progrtuilmed Release to Fultities for
 
E~xpendi tures durlmg (91, its per ~~
 
Lioan Agreenient: 4 

A.I.D. ~5 . 120.,3 8310
C 1 1 435'.7 569.5 458.7_ 

Totalt 8-f 53. 

Disbuxsements by IIS/ID to aOC

Treasury duriing, CY, 191' 
 ' 25.0 75.6 l,56.5 

444 ?~Fuxlds Rec0,ived by i~ties during 
CY 1971. from: ' '~ 

4 

A ' Sector L.oan -o- ~~~~4,,. 
(100 Budgetary 680. 6 "4J7r~~. Pbi 

4 09GO 
" 

Non-budgetary. 416 441.744) v3 
Total.4 _7T1(7 

~Actual.Entity ' ful.. 4.4444'4 

4Cy 
 U'19714 
 440 48. 

'E- editi rbe r',Ro i ts 
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U8~~~. L	 of-detctoe'tr 	 e 
:abulatio s0wshaL aatins a r to 4xod ueo 

wsd buirs 6d by~th'Msson to the Trea8ry' but' of 'i s none 
eas received by1Wth usir. entities asoe, Deember 3d -_ The',. 

1Tbut Lhis was st 1sotby 3)4. niilion Ipe!,O, (1435. 109-3 
from that amount~slown -in t1he Wan AC~cemerent.~ 

added to Progim~ind (!eqcdtrsTo Y 1()'( W01ia dgII(7W; -,.' 

CY1972ohortL'aJ.J.,.AP 

Shortfall in 1971 carried over to 

Entities as of O1aruary 1, 197(25.0 03810 
From 000'ptC 344j.4 p59.1 :11.2 

Ttl39 -	 9TF4 	 22 

Proramd Ileases to Entities 

- Y as 	per loan Agreement: 

From A.I.D. 52.8 22. 2. 
From G0C~ 1,520.4 487 6 5P 

TPotal OI-

Programmed 197(2 1±-ity 'Lxpendi
tures including Prior .Year Short-

fall 	 !,436.6 9~ :~5,(4., 

Even though unofficial, provisional data ut'e. Lncml e mnovemeld OC
funds for CY'.972 show, in part, as fIollows:>; 

7Ilior.sopesos77T_
 
uDisbursement 	 by USATD to GOC 7~>.-A.r 

T ea.sury du~ring CY 1972 543-.13300.0 {~h35 8.7 

f-)mds Received by Intities, during > 

-I '7ffirI' Loans 5i49--7 364L*~ -14 

G0C -Budgetary.- Y 
000I~$n udgetaz I7~ry _____ 

Tota 1P3--1 

32 ;I. . 

http:CY1972ohortL'aJ.J.,.AP


Thee x s Q f ZinC 

mlin-esos i FtnetOdr edr ol)c1 

peniIng on Decemnber~A31 :972'; as sliowu lui edILolt,0 beo. 

cotenp.ated-in Anex Tof the~Loan Atgreerent, ald.agil 'there 
±6 ,a-Sortfa for, ca~rry-over into CY~1973. Unffifcial, provi S olia1; 
~data '.sow as'fo11owaK7 

4 Sector- t<)Eis '~-

Arc. Educ. rw 
(millions of PeSOS); 

A-Shortfall1 in Cy 1972 Receip ts 
Carried over to Entities as of 
-January 1., 1973 

From A.I.D. 
Payment Orders Pending in Treasury 
Balanice AL(;tflst Agreement Ainowait 

alce Pqainst Dollr Amnount 
Sllbtotra1 

18. It 
3.7 

3.2 
53 

11.3 
2.2 
15. 
lj~lQ0 

1. 0 
195. 6 
255 
".2 

-

From (JOC 
Payment Orders Pemdtn 
Subject to flew (190 Appropriation 

or other Fundinvg Vor CY 111r(3 
'Aboa 

' ij3. 0 
91.41 

30.1 

-11.0< 
19.0 

/, 

n/a
350.3,

Tht~a2 'Miortfall 6407 5-0 572.4~ K 

- - - -

In order for A.I .D. to reach a curulative dis'buzs~ment leveliof4 
571.8 million ptnios (".,(.0 + 521.8) asi "cited in AlinexV T'of the~ 
Agriculture Loan Agreement, and 'Illaddition to ihe ).8.I 1mi'llion7 
peso~v in Payment Ord1ers pendin~r on Decemnber 31~ 2$he 1is~in 
would be required to disburse a~ residual 'f 23.'-1llJ.iA6ipe 3os 
(571.8 -549.7 - 18L-4). Piria1.1y becaiuse or 'caolerd Ve9s 4de'-~ 
pr'eciation a balance of' $1.4"million In Miso aoot no of 
Decemiber 31. for Loani 06h would, tt an., exchang'vii t of,'3-0:1,~

4 
' 

1)""eprmilt, f'urther dlnbavpomnt of 33.,' n )2t11 pe-s 

4 

4 With 
pro 

respect to 
the 

the GOCcont~iutio to tliAricltuveoc~r' 
diJu"has nded only' 33,4 illiMoni ~~ 4 

woull rquironow#GCf~Laprpraio it mmQ 1 -, Or 



~iY ~ 

AmIN 

woud bfor,,a QO ierst th Mssirito 
wr'taixge-s- ii Annx 6I he A 11LiIac ~ soof Lou

netly ia considerin, a domwudrv 
-esos for tiie GC ~n riu~ on mde thc oviue, 00-e )oa

Agreinnt of s {h V) 'aciLb LoulI ofcoMehilac 
the, original A. ID~i in 0L2V'i 

WHIi'1 he-c'above-i -11Lu drslil tonvarpevjri o'~t rI h'ur-
delineation cmn be inade fo1 t~~wf~~ ,n~
 

~The final2 payoff i4n terms of~ Loan implementation: rests withox 
eiaitux. by the s evercd. ontiti tes of tAlmse6, comiinlved fIds pr'o 

iqnnii3. 'Expeniture. data shown ~above under the~agricutur~e sect~or~
loanl total 1,058.2: million Por Cy 1971. 'PhiIs nnlly be subdivided> 
by entity to show as follows: 

2<2 -17 A tv 

Actual
Agricul.ture Loan 064 T-rgrme Exenditures. 

ICA 41.8. 033.(
1INCORA l,OI.0 1P 

DERUNA Total0 
Total .71L 0Y3.7 

If expenditures for the Colombian Ag~riclt1ural a:nd ;,ivostoclw
institute (ICA) were showa, by activity,; this wouild appear* as 
follows:
 

'jJco34) 

CY 1.971 Activity 
Actual' -

1-rogamed E penditiiiesv < 

(m2lioq of pesos,) 

Agric. Research 
Agric. Extensioni 
Agric. Extension 

Progrwn 
Pilot Areas 

146. 4 

-0-O2~~ 

16.1 
544.0 

Quality Control of AFLI-c. 
Supervised Credit 
Other ActvI t ie s 

inputs ~ 61.8 
"'J.0 

114.2 
, 

15. 0 

1,18 9____ 

-P -7 



to qAa -o it-I 'it v 

Aefrac 1A,nA tea, AAon:,1(v" Ca ~rc 
Aetue aretsl Corc S _c.1 t1ach-c2y by Stti0 e toh&11ooi 

Schedule. There Was some activity (Irj~:' LjI QIto Quality Conrlo 4 A~iut~~ hu~bd ' ditrs~indicate either exagj,7r Lb0ecj exp~ecti.at~iuor o(r joIAOL prfrinuco'<With respect to Supervised Credit, ,,,-x ai-e~w woro itnided 1.'rtestinG assistalice to snir-Il Calrnaez s. At the exiiidlture level,.nothing was accomplished inl CY 1971. Th'e above ,its, ot. -Cour*e,;only illustrative and should be
quantitative performance. 

accompanied by a statement onlA systeinatic compavison between illtelidedand actual performwice for the GO1-odd activ-i!ieo cited in thethree sector Loan Atreements is nowv engag~ing tMisujion %ttention,a)nd a report' shuld be available at ani early date. 

IFxhibit A attached to this report shows illustra,.*tvely howag,,i~reg,,,to of' funding source~r. f6r CY 
the 

1971 ivndea Ai cultural-'cctor Loaxi 0624 L;subdivided as amnong 'component. eritities. Pt'dibit1heni Ahows actual expnditi'es .,r CY 1971. underi the Arcl
ture Sector Loani by Agriculturatl entity and by anctiv'ity. Asmiay be 2een froin Exhlbits C thiroughi X attached to 'this reot 

enter into contractn, and borrow from. bai~s. Theic result is that fund releases by US'A2ID/(GOC late in CY 1972 may larGely be utilived~liquidate entity obligations already incurred.to 
Obviously thisAAaffect,,sun aryoesit CY 193 tcol enalso thatthe Msinfc7.3adelicate situation ith respeetto the several"isn;hr negotiations between IJSA.LD/U:OC cainiot beinfert 

A 

to acltual entity eciniditiune-s in advan~ce of' funding.--------

GC;(, budgetaj procedures Pretty Well insure that 'ful'lbudgetuuthorizationS cainot be implemented f'or lack of revenues. The 
'A-question thn riusast whor apporLr-unent:4 aro tc bereucd 

Th Edcaio prograti, -for instance,Awith ii '95 percent" dependence'J: ~ on GOC budgetary resources could be inure vulniet-ableReinlporm than 'thle Urban/it tost 60 'perc.ent dup~d-AeuCQ onl AitiAA~lteaI7.4 "A A'receipts. Actually, the reveroc appears to ~be;.tue, 'with~ the~ygraest fuinding shoircfill sho*.ding up nno ud( Ptuco iitibu4.ionl ' 

/Lohraspe ct oIA fiaca daacnerstl xei. Am t MCl 

'A Ax 
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I M~ 

the.,t6oJ.±1ty of ez ±it , K.EiPinbit caeb 

SActivitics" illAnneX J' represents i1 i-e]u&1a 41 !Wi I .ClI"iI 
ft~i -foiti t s~~iy :,_ide th :v'Y 
97, Se ~ anAgKreemnents, ~ths..Athher~ ~ L ' v 'U1which'the Mission does~not wi:3h' to Idernti fy" - pi~o, t: Lt;, L:;aone-halfof AI.D. fi4nancial Input's' - Yet 4,comp ity1,ii Iii 'd~to the: entity <as a whole, and niot just to tho".1 :a(i.t UeV.JisOf

Mission initerest. 

Alternatively, only those activities of spca te ote
Mission may be shown in the Loan' Atgreemezit.' In this case.tile source of entity "Receipts" must be arbitrar'y since only~ a 'portion of' fun6 ible enti'ty income 'is included. For instanxce, thesoutrce of' funds f'or the low-inscome hiousing comnponent of"the NationalHousing Agency (TOT) cannot be rigorously identified. TPotal TOTincome Is over three times as large as that shown in Aniix' t 
T1he Wission properly notes 'that "ICT accounts do not pem~it discrinvtnLration of receipts by Intfenlded 11-1C." " 

..n som.io casns the M!Lsion released funds -in 0Y,.'Y~for, use inCy Y(t3- ThCORA i: a calse npon.'Ihi'wouild sioril Lo i 
a L2upplumqont to thiose CY 1973 Luiid. wiich ai-e '1 ',lfea1Y p~rog~ramm~ed
for the samie purpose untder FY .L9'7; :;ecctor 1ocWi:.~ 

During CY 1971, loan repayments, Or recuporat'io011, allwutinijto
415.3 mnillion Pesos for £DJCORA were excluded Crou INUQRA receipts.'
T'his was pursuant to Mission 'Implemientation Letter No. 5 which';stated that. recuperations do not, constitute new assets.' Imple-'
mentation Letter No.' 5 introduced an anomaly, however', by stating
that INCORA recuperations would be inicluded under expenditures..
For other entities recuperations tire usually included as 'both aG0C contribution and as an entity expenditure.' 

White House approval of FY 1971 sector 'loans included a so'-called
"Kissinger form~ula" restricting A.] .IX iniputs to not exc'eedini"50 percent of new or expanided "acti'vities,f anid to a 'decreasing

Pootooftotal sIector investment. This sort 'of constaJint',4reflect,- the "additionalLty" bias of' A.'E.D. Wilec the constraints 
may for the most part reflect "only coiiunon sense," th~e Curirent
situation in Colombia may call for consolliation of entity ,railnsrather~ than for increajcd outlays. - In aiddress.r, Whe: matiter of~
compliance with He IYios ngrer formnula., Mission~loan POLpers for~FY 1971 sometimes focused onan't ctivities, sometimcs on the~ .entity~as whole, anid inP'the ~casl of the'~dcatlion sector log,compliance was measured. In 'terris6f sending at va'rious -levels 

of~~~ odcto.Pesuiably~thu i~ssin~fer 4fo4 'rnulu 1(-se~d th F 
.0tor low -e 0 e cr~iter a- were )Iiid 

tiebi'.;i 'respecl, to PY 17?.s or6' s 

, 

*. 

' 

n 

"'4 

~ 

" 
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~ Aiyttiy -,TPendirijI levels ~for each eiltity, as shoan i th e, k.11 

S Ageement ;Kre the rfsult~o Ili' tiLc ted di su~i4 titp g ol 
7- - ssCfo Tdh4iiftt 


J 4 is to reachv a convergence of viwwi1rsptto A 1 . frid
ing, nd GOC cotiutos ~from both' t nn ugary~' 
sources., Tn many resp~ects the 3Kis jingr -formula4 mayhbe v'iewed' 
asicontrary to a nondircoctive style 'of assistance, 

The basic GOC budiget latw of 1~96hi provides. for "unity of 'the 
budget" and requires that A.T.D ftuids be chait cled' through 
the GOC Treasury. As a proceduralrmatter, A. r. D. Ruids4 are 
attributed t'o the GOC rn'estmiih Budget which, it!, noted above, 
includes operating and other expeniditur'es, as welt as expocndi
tures for capital foriiation. T1he a.pproved 'GOC 1bwd:,gvt :1denti t'it'i 
funding, source:.,,,including ,iector L~oans, foi, czutJ 1-y prtoj'i, S :t",, 
wel~l 'as the level of activity spending authori,.ed withiln each 
entity, It i's, of course, the level of total. s;puidirlg for*11'n1 
approved activity, both from ft..D. a~ndGOOsources, tnat, is of 
concern with respect to /\nnex r of' 'the Loan Agreement. Thle bighly 
complicated procediures establi-,heri .in the several L~oan Agreements, 
and in related fMlission Implementation Letters, regarding 4funding 
Sourceo, reflect a related Mi,,sion goal: Mission format for ' 

entity financial flows was designed to !Lssi st responsible GOC ' 

ministries to obtain that type oV infoiinttion required by 'the'' 
Mi nistry for coordinuting the aictivities oi, <hei-wise, lar~gely 
~autonom~ous agencies. ~ 

4 

" 

# 

Comment '-

The Mission in its deelp involvement with the WC( is motivaLed 
to facilitating the release of' iunds t-o the using, emtitie. 
The challenge is how best' to accoinpU-th this; t.:isR witboiit undue 
compromise of the AJT.D.-GOC cost-!3haring, rhttin implicit i 
Annex I of the Loan Agreentt. Yet tLhis very tot. of' .itiuiotv. 
runs the risk Of ne0giiting the, virtue (if ;Iocthor W~an itniyiiig 

4 

of entity operation., to the expenditu'ie slde , would apilamr to 

Thndiitosin theprendoves fiiromhtrget grs ould '> 

9 "~infra 

'h fo 

prvd abssfor meat-uring palel.devi ations in quantitati,7e 
Perfomanc.Itit; nol;,-ed that' the Missioln is,, sti1llwhu 

tiontoe actual expenditre; prformnce during' CY1971 
bt Educatio,a;nd'Ura/ei'a etriws. 

4 

44With ~~~~~~>'44"' 
repc, oA.'[ D Veie f;Yl94'sectorfF'.9 ont 

Colombia, PP( rue, 6'lon for44 

av~alpablo to the 00, 'by ayofloa
to"adequatse II- i e, 0e Cornanc b.' 'U Li 1U 5L~ 



where sector lotis were to represent only at uortion of increased 
resources allocated the chosento sectors. ;I- PPC language 
appears to be at some varianee with the "diahlc.iie and collbora
tion" rationale e1p ;i'ed ,. ,.'e rA Bureau. 

VII. Quantitative Performance 

NOTE: No systematic reports through end-1972 are yet available 
on quantitative or fiscal performance with respect to targetsshown in Arney I of the ,ector Loar Agreements. qhe Mi.ssion 
expected, however, to hve a comprehenstv report from the i'OC
by the end of March, segregate'] qs betweez. a.id 1972 rer
forinance. Presuniably, deviations with ressect to finarcial 
targets will be related to deviAtions for usantitative targets,
and explained. 

T ] I. Mission Rep e-entatlons and P,.Iurt:fng, 

Rkepros entations 
ach ,ertor loan I-aper submittd for A.I.P.W approval contains 

a Section ,1L(e) certifica'a;on by the Mission 7)irector to theeffect. that the GO(! has the finranciaL capm.bi]_i.ty and hu.nn resources 
t, util:ize t'he. propcsed :iector Loan. '"hi_ .::: juurlemented by a
i,'heekl. st of taftu Lory Cri. ,eria incorporater. 1by re-'erence :.nto
the oan per, md eoveinw a mult.itude of %1I..'ssion re:resentatios 
pursuant to lanuage of the FAA. 

f. or:lsal of the val-Idity of .%!._:scIon certification, "s ait best 
a dif'i, :ult iuidertt.ing, and c n only be develo;ed f'om Mi:'sion 

"id f'rom onr'epori:. aic observation actual (;C,,'rfom: ice. 

R~e o-r 11 

Sector T xonj,k -reements i.if'orrIi.. Provide for uro ;.ressreport :nr
 
by tb @ :(I'7wer. r'c,.:,, AgrA,?;"'eemenlt - m rmPort ±ir: 
has :,. .; _ir.,nvoR. crl , i.nThe s cif maIrImi interim ..sf.or A.If. f.und ]P"' ,' .,'orua t to the in
e.actcn(..o r.(' ipI on sector loan 
imn] cmentatn1 ,sson oolticy 'errs n CLVl for' a ioop
monitorirn., -n eutt-Ly activit:,e :. The ''ission pon::ition seems 
to be- thal ,h ,. asmpro'Lch haJ T,11

. 'Iireral endorsec,t by orecedential 
acquies cence. In iiiy ,:vent., t'is too, affects the tas,'k of' 
operation,,pprisal.. 

'The ]A Bureaa advised the Mis.sion in lanuary 1972 of the need
for improved monitorinj, and re]porting on sector loans. Operational 'tatus wan. to be compare d with the Pro..roir schedule. 
The Mission response, however, was essentially confined to pro
viding data on Loan disbursements by the Mission. 

-29
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In P i~~7,ypqs~n red a report to ogiws
aganssect~Por l a too~ 
r 


howeveria,fl01wasbac- u--M1trJ.V*,0 , te l173 _Congres- ,sionail Presentation,.~and :as S9ucih fioniard looking~ and1 Qcou~edinlftnguage not. suitable fdj aperations ajprahisal. 

interim,' but rather comireheni've taitu s, report qn ,thel tbr(,
 
FY 1M7 :sector loans, coeij of lSa'n 
 quftltibiativeJ!2
progress. This report was dosignod to advisu the- 1A 'hu1-0iL1 onl
Mission projections on sector~loan dl sburt-niont. du,,j il.r.I it
balance of CY 1972. The September r~eport provid'ed vanhabt1tinsights into the problems of~financi.al prnctice ad accoulln guon the GOC side, and several of these considerations have araybeen discussed above tinder "Financial Performance." 

Mission Loan~Papers in support orF'197 sector loan requests
did include brief narrative mateiial and entity obligation,
data on FY 1971 sector loans through March 197. Since loanimplementation was at that time only in its formative stages,
coverage was unavoidably limited. 

Comment
 

It appears that field reporting on sector loans istreated

largely as an informal arrangwuent between the Mission
the T.A JBureaii. Thlere i no U-"O3- typo repoft 

and 
tIvI.i lablo- toAgency management thirou .1i the Office of' the Contrtoller. 1111Cinvolvement is limited to r-evie(w and 'LJppr0V1Ll Of' s(!ctot' loanproposals; PPC plays no role in~loan evaluation. I-ven .the matterof insuring conformity between Loan Papers, Toan Authorivations,

and Loan Agreements is treated as outside the purview of ITO 

http:financi.al


~ABBREVIAETIONS 1 ThE$FO R IMPLEMENT1 Il iAI; C] i I 
lSiE TOR OAUI AGRLEMNNl,',VS OD' OTIER AflBREVIATFUOflS, 

Ai iculture Sector~Loans -

MinA,~:Ministry of' Agricuituros 
4OPSA: Agricuj1;ure:Sector Plannii4 

' 

Office 
IliOORA: Colombian Agrarian Rfeorii IntAI'rlut 
IICA:;,, Co.1 oitb itnan Aricu.1gu Lhvc~it.o6ckI jIArn 1iiteWK:y
IDERENA: 'Nationl Reouoirces n.itt. 
CAJA AGiRARI A: 'At!rJ cti tiirc and Live;NLiwck 11,01k~ 

L]Aucatioii Sector Loans 

Mi nEd: Min] Lutry 01' J'ducall u 
I, OLPEJ~ Colomnbian 111:1111illt t t' ]o(ldu L i I1~t l)ULJU'truh 
ICCE Co:lomblt Inst.itultc ol'U~io Contwtrui ioi 
I CIES: Colonbi, n Ln-rtitutce Iighr1,i dMicaI..ion 
TCEEX Col inbiall ni-4,tute: ior' Educai.IoriWl Credit 

COLScicrAc: and 'Pechnoli Colomnbia 1I:utittO 
COLDEPOTS: Youth a.nd Sport Colombian I',Ij.ttu
CO1,CUJL/'U Colomnbian Ins;i~itute nf CulturO 

Urban/Regional Sector ILoaris 

FF9J Urban bevclopmenit Finance Fund
 
I1UP: National, Housing, Agency

FF1: Indus~trial Finance Purid
 
IFI lndustrial Development Inotituteu
 
I1'JI3FOPAL: Nationial Muni'icipal IDe ul.6pri'3ot I ii IituLC 

CFP: Popular Finance Cor~poration
ESA.P: Higher~5choal ut.' Public Adn:L tiat o 
DAIIE: National 8 LaltI utili Dc part'ii 

Other Abhruviation;i -

BOR: Bank of Republic (Cent-ral Bank)

Minflev: Ministry of Developmtent,

DNP: National Planning Department
 
14iiFin: Ministry of Filinanice.Alac
 

CIAP: ItrAeia, ain eonteliandefo Pogress~
TBD n entoalBzkfr eosruto n Develop ient 

1DB: Iliter Aeic Bank, ' A,
Ij Ilorriational Monetary~ Fund 

(Y" C~~oruls1LatIve Qroup 
.1RE~: -In~'ri'lv Review Reus 

coitr ied, Submissions ; o 
J~~f~~),f~,eera oJse~~6~G~n.'As sisf Fore~. a 

G~ -AzQi~~oea Accountin~i-O '~Cie' 

DLi CcP e 



~#7 AGRIAURAL S E TOR P1OGRM 064 
I J 

Fuding DurinfgY 1971 

' 

~Programmed Recipt/ 

Expenditure ,as -per,Loan 
Agreeiuent' -for CY 1971 

A.I. D. 
GOC 

-ilt 

13.0 

I( 

~-

i.i1t410 

NCI'A 

> 

30() 
~A0 

'Ui 

i3 
j 

Total 7.7 JC8.0 1.,~.. . 

A.1. D. Releases 
GOC Treasury 

to 
7.0 3.0 15.0 2,.0 

*jource of'Funds Received 
by Entities During 
Cy 1971 

. 

:1. Nlational Budget 
Sector Loan Funds 
Counterpart Funds 

SthL-r Fund!n 

Smbtotal 

-0-
. 0-

1.7 

1.7 

-0-
75.7 

211- 1 

8.1 

0-
192.1 
199.7 

391- 8 

-0
P-6,-. 8 
)i, n.8 

68o.6 

2. Non-Budgetary
EIxternal Credit 
Internal Credit 
Trwisfero 
Various 

-0--075272 

- 0-142.5 
-0- 15.2 
-0- 28.5 

-0 
1 49-3 

12 
1. 

177.8 

Subtotal -0- 137 367.0~/ l~0 

HTot al 1. 30809' 

Program Sho.L 6fall as of . 

Decmber 31) 197.1 
Carried Over into CY 1972 

-

' 

~ From A.I.D. 
-From GOC - - .-

13.0 
.11!0 

7.0 
80.'d 

-30-0 
25. 

.. 00 
3h4.4Lf 

-' - Total Short fall 26.'o~ 872 281.2~ 

1/ Exld. 1 3 trdl1iun Poec 0of recupzrat ~b 



CY 1971 AGRI (!IPIR EUT0R TDFDCPE rillRv,;
 
BY FNTJTY AND BY ACiI't.rTy 71
 

Expc'11(1 tur, 
PCILoaui 

Minlt:ry of A.Cx1llUu 

Vhnctrat.i on Roads .1.. 00 
-pr~cdCr(i t 114 000 -

I (,A 

Algricla tural RIb:uartc'h j4)6, 400 163, 000
loricultlural Yxtt~ti.-ion Pro(Grum yh1,6ooX 5),,0(0
Airricult. ur: El.t2rl ion 1'ilI:- Aretw -0- 3, 000)
(!-Ait 1l Quail; *t, 0!.' A("t-I LA tur,,
 

Libpu I~ 
 ,3)!'00 .15,000o 
up, i.~I rud;1t. OA~jA ,('RAiiTA 2! ),00 -0

yt'rAct ivit!-. .) 1~ 00(W 3 9f)9I5' 

iI (I)RA 

Toitl 2.( i.d Lgal. Lx>1)(Pci 1..1 '), 900 54, 363 
* ~336, 00 21,3 

Ort (it 6:),G,Q(oo) 25, 
'~~~~'-~0,'''an v ''i 1m 

'~~ 'v'dy~I, 0),000r,6 '82,619 

0'ramid 'I'.La) I5 0010921 

1/xc~ ud~;pe~u; recuporittionL; frarr sub-louii .rupaymen~rts 
arriiiniiug 1,o l(,6 3.:;oc nl.,o iiirat.it, V or l' Puri, vi 

U!t'2rruQ:fm u0 I fflilfui. 

http:iiirat.it


CY 1972AGI(JLiji IRXPr.!Tli.
 
BY ENT! 'Y AND P'.. A iI VPry-o
 

t:pcdLires 
Per 1" aun AcLual 

Enititle Li Arrcii.,nt Ex pcidituretn 

MnJti o ArricA Lure 

(JPS A T,300
 
1Acuetrat ion Roads; 30, :)
 
~Supc rin ed Credit 82C_______
 

Sbttn 65,7TV) 

1 CA 

Ari culturuliC ;a 'h?,'
 
Algri cul Lurald hL-Ait.io~ln i'ruLgraii Ib, ,'()
 
i~jrI cu~ural JFxt,.:n; i n P.'LJ ut Aruu, 0 I
 
julii,:, Control o C Atri cultural.
 

!n)Ut s 30,,2CC
 
Surerv~~Crefdi', CAJA AGRARIA 2,300
 

Other-L Act-A vit~e 167,700 ________ 

SubI otal 676, 500 

Lanid TJ'I'i LL.e Dana EA~1Fxpomnes 62,0CC 
Hnginceriirg Work.; 280, "00
 

::e'\iai:redJ ; 520,000C
 
Tec~ri niA,;:, ir c for
 

~upc:Cenit81,500)In I 

COthcr Actitiu.c70
 

I NDLRUIA 

i~jr(cn.try itctiv.1 V c; 31 , 300
 
Fisi-cr' es J'7,3PO
 
,)oil ". Wu:.er Activitien,: pk"9goo
 
Parks &'-Wildiifu Activit ics 8,70C)
 
Other Activ Lt :_ 57,8(;()________
 

su'uIltotai i143, 8CC_______ 

Grand Total 2,01i2,2200_____ 



EXHIBIT D 

' Cy 	 !97i? 1 ,t,-'I."'T .. ,MNr ,CYl 	 YJdC.,.ON,(I ,,E(,OR 1c':Pi.,, r ; s 

BY 	 EN [TY VID i'Y AG'FIVj7W- 0565 
Tinthuuwids of pesos) --- ' 

Expenditures 
Per Loan Actual

Entities Agreement EXpcndit ures 

I M"IDS 

Regional Integration lO8,000 
Pedagogical Uiiver.ities - Bogota


& Tunja 
 20,000
ESAP 5, 000 
Facu.ties of Education 35,000Polytechnic ...I---41,uhte J c is,11 2- ,000
 
Graduate Prog, rM : 
 7,000
TE'13i1 7,500
Documentation C.nter 2,000
Rescarch -Higher 1£d'cati cn 2,000
All Others 22500_ 

Subt otal 229,000 

I CC 	 I 

SchoDlar Con cc, trat i ois 32,000
Complcite-Tn co,:.pl]eLe S chools 100,000
Cons truction c,-I.':MaLlntenance 8c.,o.o 

7quip::i:,t 

School.; - ]1.MD :ram 


Repair & cf Stcllite 
50,000

Texts & Audio-Visu:.1 Hat al2 18.000 
PrJmary Teach r 'atior. 18du18,0
Teacher,1 Educa i 7,000
 
All Others oCo
 

SubtotL1 hh4o) 000 

I CaIrEX 

Teacher Ed ...... ion 2cholar:hU p I.. 500 
Subtot,o 11,500 

(continued on next page) 
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Entities 

Xxpond1 tar.r; 
Per Toun 

Aw reenmot _ 
AcLual 

!.:xp,'t lt.urcw 

C0LCIENCIAS 

zcience Research (Grants-in-aid) 
NAS --CoLC1 EWCIA; -I CF.700 
Promlgation of Science Informiiation 
Science Test Development 
]rifo.r.ation Docuiren1 ation Center 
All Otharz 

U, 200 

2,000 
1,300 
5,000 
6.10o 

Subtotal 23, 300 

ICOLPE 

Research on Basic Education 
lesearch on Social Prob. ens hlaThted 

to Education (Grants-in-aid) 
Wvaluauton & Experi tentatLion o ueach

ing 4aterlsai & ]1ducational 
InnovatLions (r mts.-i n-aid) 

Equipment & -aWr,; 
SCO-F Buildin, 

1,500 

i,500 

3,500 
2,500 
,000 

Subottal 16,000 

National. Unlvn-ra:in ' 

Impleeiei, taticn of 
'eli P !'t 

our.-Year Devel op
12 300 

fL' .Laj. 32, 300 

MiL str of Edt:.,'A uorn 

P3,l: r 2: 1 nIm:L ctl A:;s i:Lanc h,600 

Subtotal 1.2.,000 

'rand' Tct,al 764, 000 



CY 1972 UT-I-a ,Ei'oR EX1'ENDTT'RFS 
BY RNPITY AND BY 

(-'ithouL; 
A.[ IVIlY - 063 

ot' p(;uI)-

Projrumernod 

Entities 
Exp. 

Loan 
Per 

Akree. 
Actual 

Expendituras 

FFTIDD 

Credit Operations for inter
melliate City Valorization 
Proj ts 2 0, 000 

Grant;-in-aid fan' Muni cipal 
Devel upmnt. it. tutes 01, 00 

Ovhur FFIX! Act,!v ,. __K___0_ 

btotal 341,000 

ICT 

Lot, with cwice" 33,AW 
Water, Sewu'ag & Elecitrcity Fund 118, 60( 
Huti In n I mpr, :varnui t. 2,500 
M.Hr.i LmJ;: ltous,: S oJuti on 184t 600 
toincig-pro.qrssivu IXvet opment 33T6,300 

['.,Ibt: %a]. I.5, 000 

I CIE2 

ISAP Prgram i>,,OOO 
Univcr.;, ty Urbnn Study Center.; 6,5,00._ 

*'.t', ,t 21 -500 

DNP 

]nforrttion & Publilcity ActivLty ) 
Proniotiunala & Technical Ass'.istance ) 

of ndust rial 'r.mi',ti ." Founiations) 
Promot tucnal & chthi cal Au:sis tnnce ) 

for the Duve Wpm-mL of Muiiicpal ) No 
Devel oprerrt .11.zii.' t: t. ) ... Breakdown 
Loan Arijini.stratio. ) 
Program Related S.,ciies ) 
Othor Urbuan-Rgi on-. Developmcnt ) 
Unit Activitim: ) 

Subtotal 9,500 

(continued on next page).
 



( L ii. I ) 

EntitI es 
Fxp. Pet" 

Lo iAgv,. 
Act. dl 

Exporldi tnrc-

FFI 

Credit for Intermediate Ctcy 
Ina~u:tr ,275,000 

A.7si.;tunce for gtii&o:ial Indutrial 
Deveiop::ient Foundati ons 

Other PFI Activiti es; 

Subt otlI 

"0,00 

, 

G;rand Total 1 h[i', ( ) 



DISTIBUTION 

Assistant Administrator, Bureau for Lat:in America (3)
 
Director, US A.T.D./!Bogota (3) 
inspector General, Foreign .sis t'mce/tAte (;') 
lnera (ounsel (1) 
Auditor General (1) 
Director, Office )if Audit (H) 
.irector, Offic-e of Inspections and oivestiratitons (I) 
Area Auditor Genera], Latin America (i 
es;idunt Auditor, US A.I.D./,agota (1) 

AG,,"GAO/'UEA Liaison Officer (i) 
Offic, of Program Methods and Evaluation (1) 




