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Background, arpose and Scope of Reporh
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By memorandun dated Soptomber L, 19970, {he Aven Auditor Gonova!

for Latin America (AAG/IA) requested Au/Audit (AG/AUD) puidance qi
relative to 166 million of sector lonns to Colombin, 'Tho pro-
blem concerned loss ot' the traditional audit trail for bobh
loan dollars and purchased local currency. ‘he AG/AUD respons

oft HDeptember 22, 1972, proposed a broad-sunged "operations ap- g

?n‘ui.‘»a]" approach to examinalion of' sectior loans in Colombi:, ]
A subsequent Auditor General. memorandum dated October S, 1972,

‘r,» the AA/IA, advised that an Auditor General Operations Appraisal

Staff (AG/OAG) economist wonld be visiting Hogota to lead an in-

quiry into cector loan appraisal in cooperation wi “h Area Auditor

General steffl locaved in Colombia, 'The first sten cnn*f‘h-vq of

. three-veek roconnaissance visit o Rogota, begiyming October 30,

LOas d to provide a perspective on the {.‘m:-rflr:“ 3

Nd est nee \l for information on :x'hw] performance

Zaingt targets cited in bthe Ioan Apgreements. For financial

tarrets this meant waiting for the availability of iietunal datia

f'or OF 1970, Yhe AG/0AD vepresentative vetarncd o Borota on

Inpary 26, 197 to complete work on this reponh.

Hurpose

Te purpose ol this v,,m'"d ions appreaisnl ia Lo inform and join

out: it is infended to surface problems:and issues that mi il

warrant Agency o ”(-\n‘Ju resarding implementalion ot eclor

loang to t.'o!-a‘;x.rvt v, and which may have application elsewhera, i
The viewpoint for appraisal 18 pursuant to the Auditor General's

oversipght responsibility for ensuring prudent use ol AJl.1,

':"m. . /'I');v appraisal 14 management-oriented,. It ssks what

AT D, has received for funds expended. ‘the sppraisal inquires

into 1:« manner in which USALD/Colombia huas accounted for its

stevardship., A subsidiavy consideration concerns how scctor

loayis ;‘}j.{?fll-; appear bo Committees of the U,8, Congress, in the

11t i. of the legislative higtory of the forcipn aid program.
Hcope {

|

The scope of this report is restricltea co operatiions appraisn |

of' the local curvency component: of I'Y 1071 soctor loans. haun-
mary data for these loans in millions off dollavs show as Follows:
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Agriculture Lducation [lrban
Lonn OGh Loan 065 Loan 003

loan Amount, $:28.0 2050 $129,0
'or Dollar Procurement 0.9 1.0 - 0 -
I'or Peso Puarchase Q. 19,0 29,0

As a matter of intormation, these same cecbor propgrams received
additional fnding duving 1Y 1970 as (ol lows:

Apreicu! tare mdudsibion b !
Loan Ou'Y Toan 060 [ann Ond
onn Amount 30,8 AT WAL hER
For Iul' w1 Procurement - 0 - lys15) A SO R
For Pe Farchase 300, 0 14,0 T

This sector loun operations appraisal consists lavgely of

exarniining relevant files in A,1.D./W, and of discussions with
iission persomnel in Bopota. [inancial data contiined in
thiis report were largely obbained from the Mission in Colombia,

‘embers of the Area AG staff located in Bogota, in conjunction
with Mission ;u sonnel, made o l0-day field trip in January
L7583 to visib selecbed activeties cited in the three sector

loan Apveements,

e luded from report coverape is direct dollur procurvement

for goods and services representing © percent of the 1o
million of refercnced sector loans. Also coxeludea is any
assegsment of the qualily of those sector analyses which

the Mission represents as vroviding the framework for sector
loan amounts, composition and strategy, ‘The sane exclusion
applies to the quality of' macro-analysis prepared by IRRD

for the guidance of member countries during Consuliative Group
meetings, Finally excluded is any reference to sector loan
"Tvaluation''--as the term isused in M.C, 1026.1. No visits

vere made to GOC agencies., nor were GOC views solicited.

Summary Conclusions, Kecommendations and Alternatives

Sector loans to Colombia represent an A.I.D./W delegation of

wide authority to the Mission, GCiven the stagé of Colombian

development, and the strong Cdlombian commitment to further de-
velopment, this delepgation is, however, consistent with Agency
policy which looks forward to a collaborative and nondirective
style of A,I,D, assistance, Moreover, even though sector loans i
Lo Colombin, with their commingling of directly purchased local Qg'j




currency, represent high-risk business for Al D, they olfov

nlso an appropriate vehicle for nse in those 1DCs tlanding on

the threshold of graduafiion ffrom bilatoeal, concessional londingg.

e basic A.T.D, decision to supplement GOC pesources miy woell
be made in support of brogd U.8, interests: nonctheless, o sub-
squent requirenent--following sector loan approvil--is thati the i
tission ensures a prudentiuse of A.T.D. thwds., The sector lLonn i
\.UFHHCh calle tfor specinl quality in Mission leadership and
stuffing, Scetor loans presume the availability of broad-gauged
personnel. who can cope comfortably with the constellation of forces ]
impinging on the process of cconomic and social development,
"is i cspecially relevant in Colombia where the A,L.D, program
deliberately pushes against absorbtive capacity,

lora the Mission to centinue its deep involvement on the, receipt

side of GOU entity affaivs, then from a monitoring viewpoint

it would be helpiul if those GOC financial contiibutions shown

in Anner I of the several sector Toan Agreements were subdivided
between GOC Indpgetbary and non-budieetarvy sowrees,  fhe dden

wonld be to faciilitate & more insistent claim for mabcehingg conbri-

tvions '1,"*‘:.:'t GOC budpgelary vesources bEhan mipht prove realistic
von non-budeebary resources. In fact, Lhis soepnavion alveady
hoos been A¢1ump.hﬂhwd for MY 1992 sector Loandy sid preswnably

\

apnly Lo [FY 1973 loans,

A Jess complicatied seclor l<1n approach mipght focus exclusively

on those entity activitics with which A.[.D. chouses,to be as-
eiated, This would be without reflerence to the source of entidty
eacinbs, bub would rely instead on a GOC undertakineg bo mect

coerbain expenditure levels for agreed uL11V111u,. Suech an ap-

nronch wonld fucilitate o reduced need for Mission tranching of

-

A T.D, funds, and for Mission involvement En GOC affairs,  In
consequence there might also be a reduced need for Mission staff-
iz, AL dissue would be n restatement of the A.1.D. position cover-
inz o mature vartnership relationship and a nondirectvive style ol
assishance, inrthe 11f¥! of a concurrent Mission responsibility

to ensure an effective utilization of A,I.D, lunds.,

Mission methodology for administering the At D, progeam o Colombis
appears to have evolved in o woy dif'feving somewvhat from the mamers
preseribed in AL1LD.'s manunl orders and other divectives. Yel,

to the extent thal this variation derives sanclion through prec- !
edential decisions Clowing from Mission dialogie with the LA '
Burean, it is & f{actor Lo be considered in any opevabions anpraisal .
of sector loans to Colombina,

Appratsnl of sector loan implementation reveals a nunber of iszues
whi ch rOQU‘Vﬂ frency attention, These issues include the auestion
of n permissible level of local cost financing, ond whether desived

2]
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local currency must be obtained by direct purchase, In addition,
the conceptual argument of an alleged domestic savings gap to
Justify local cost financing needs to be reexamined. Moreover,
the A,1,D. posture on FY 1971 sector loan approvals, and the
A.I.D, stance taken during subsequent Consultative Group meetings
appear to differ in some respects., There is also the question of
how to reconcile A.I.D.'s responding to GOC initiatives, with the
Mission's applying upward pressure on GOC budgets and resource
allocations.,

o b AT R S SR SRR

On the receipt side of sector program (anding, the Misslon appenrs
to operate deep within the GOC bureaucratic structure. ‘Imroupgh
dialogue the Mission soek" o induce the GOC to tnke those nction:
which will enable the ! uoion to release sector loun funds. 'lhe
Mission seeks to play the role of catalyst: yet, the Mission also
would emphasize that it is responding to those vriorities and
initiatives already established by the GOC itself. On-thesex-
penditwwe side, at the activity level, the Mission role is largely
one of noninterference,

There would be no necessary contradiction in applauding Mission
performence with respect to dialogue and collaboration on sector
loan inpute, and yet asserting the need for increased Mission
attention to objective woniToring on financial and qualitative
vertommance, as measured against those targets set forth in the
several sector loan Agrcements, "The immediate challenge in Colombia
is how best to develop more meaningful monitoring procedures

than currently vrevail,

from a lack of havd information atl this Lime for measwurei:
ctunl performmece arainst ﬁuruuts ciled in sector loan Apreoe-

ments, the evolving nnd {lexible nature of seclor loans, as pro-
claimed by the Mission, serves to highlight the absence of Apency
ommon standards for appraising: sector loans to (‘olombin as either

rood or bad,

This situation may be illustrated by polarizing what appears to be
the essentinl differences of 'PC and LA Bureau positions on sector
loens. PPC would jugtify the availability of witiied dollars in
terms of actual COC sgel f-help performance. The LA Bureaw, in turn,
would stress the ability of the Mission to work dzructly and inti-
mately with selected GOU ministries and agencies.,

USAID/Colombia goes w step further. Mission man:agement not only
claims for itself a meaningful role in serving to inf'luence GOC

policy and institubtional develovment as a byproduct of sector loun ;
formulation and implementation, but in addition appears not to %
consider the provisions of A,I.D.-financed technical assistance é
to the (OC as n necessary condL:*un for sector loqnu. In fact (B
the Migsion would seem to have no obiection to using sector loan g

funds solely to helo Cinonce and firm up wnilaterally developed,




GOC sector develovment progpgrams.  While o gimple U 0, Mission
presence could make a difference with vespect {o Colombian ecoromic
social development, this would not be ensy to documenbt, In any
event, concern for those GOU verformance topviebs sob forth in

Annex [ o' the seveoral soctoxr Loan Agreements could hardly bo
waived, At the swne time one could well question whether the
concept, of sector loans would be unaccepbably compromised it the
400 were to evoress no felt need for U,5, technical assistance.

kegardless off the Apency view on the above issues, it would seem
important flor AJL.D. to foreclose against possible U,5, Congres-
sional disquietude with respect to sector loan operations, by
taking the initiative in a candid recital to the Congress of just
how the sector loan approach with its high loeal currency content,
has evolved out of traditional A,T.D. vrojecet and program losng,

mmendations:
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in this policy framevork and Lroad conclusion, ceptnin vecommond:i-

5 oomerze:

OF Mission Conceri

L. MThewe da need fon imbroved tnd systemitic Mission wonifior
and Ssurveillance on Financial and qualitative perlomince,
measured by those targets established in the sector fonn

zreemnentis,

.~ IMe sector loan approach, with its emphasid and resignce on
finlomue and rapport, requires specinl abtention to the anality
and econtimuty off Migsion stalfing, and te the suitabi Lity
of any A.L.D.-finaneed intermediary offering technical as-
sistance to the GOC,

2, Mission consideration might be pgiven Ho waiving conecet

0"

vegarding the source of entity funding. focnsinge instead on
g, GOC undertaking to meet specified exvenditure and perfonmi-

ance tarpgels tor desimmated acbtivitics within desimnted

. In oan effort to place the initiative for secter loan imple-
mentation clearly with the €OC, and to reduce the Mission's
adninistrative overburden, consideruvion might be piven te 1.
leaging sector loan funds through i reimbursement procedure

apainst an aprecd percentapge of actual GOC axpenditures, or
oven Lo a pro rata bubt simultaneous advance of A.I.D./G0C
funds o deslgnated entities. TMission worklead could algo
he reduced 10 o lesser number of aunbonomous agenciegs wore
alipible for sector loan funds, and if fewer activities were
tdenti fiod Lo receive comningled funds,
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Of A.I.D./W Concern

5. M.C. 1610.1 of Sector Loan Policy is too imprecise for measur-
ing Mission compliance and needs revision. In such a revision,
Agency experience with M,C. 1610,1 should contribute to re-
lating the degree of flexibility to the stage of development
of the recipient country.

6. Criteria should be developed regarding permiscible levels
of local cost financing, including a position on acceptability
of' the very notion of a domestic savings gap. Also needed
i8 reaffirmation or modification of Agency policy on the direct
purchase of local currency to support local cost financing.

7. Consideration might be given to shifting from direct purchase
of local currency, to making a "Cash Transfer' of loan dollars
in consideration of « GOC undertaking to meet specified &x-
penditure and performance levels for desiynated activities
within designated entities,

8. Since the essence of the sector loan rationale is held to
be dialogue and collaboration, the "Kissinger formula,"
if still applicable, with its upward, cost-sharing bias,
stands as & possible impediment to sound GOC planning, and i
should be abandoned. i

9. If completely untied dollars are to represent the predominant
elemnt of sector loan funding, then this fact should be con-
veyed to the U,5, Congress as a considered variation from
past A.T,D, financing procedures.

Alternatives
Tn focusing on possible alternatives, two suggestions are offered:

1., If the matter of the U,5, balance of payments were construed
to be of overriding importance, sector loans could revert
to the practice of generating local currency through an A.1.D.-
financed commercial import program, even thoupsh this wonld
reintroduce those "irvritants" which wntying was desiged to
remove,

2. In view of a diminishing GOC felt neeu Jov U.S, technical
assistance in sector analysis, and of an A.I1.D./CG concern
for (GOC fiscal and financial performance, sector loans might
even be phased out in favor of a reversion to program loans

. with dinlogue and collaboration focusing on macro-economic
considerations,

“or
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NOTE: An early draft of this operations appraisal report was re-
viewed and discussed with the Mission Director and his senior staff
during four meetings of over two hours each, The general Mission
reaction to that draft report which, except for this Part II, remains
largely unchanged, can be characterized as follows:

SR

R Y

The A,I.D. Mission found the review interesting and
helpt'ul in raising conceptunl questions. 'lhe sectonr
loan instrument is new, less so in Colombin perhaps i
than in most other countries, bul it is an cvolving '
instrument, and its principal advantapges are its
flexibility and adaptability to cowitry situations,

not only as these exist, but also as these evolve.

The Mission did believe that it had considered and
dealt with most of the questions raised, but appre-
ciated this external, systematic dealing with these
matters, It recopgnized also that questions raised
could well have more implications for other countries,
in some recpects, than possibly for Colombia and, thus,
the focus, while tarpgeted, was appropriately brosad.
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Colombian Development Plan and Consultative Group Meetings

GOC Plan Strategy

The environment for sector lowns to Colombia is reflected in ‘
the approved stratepy for the 1970-1973 Development lan for i
Colombia, Diaimosis of the Colombimn sibuntion culminaled in T

a four-point development struablicpy cnlling fox:

1, TInvestment in urban development ineluding housing, fo
be financed in large neasure from ney cavings out off
incremental income,

2. [Increased reliance on exports to obtain those impovls g
required to break bottlenecks to growth. ’
3. Increased agricultural productivity and accelerated

land distribution to raise rural incomes and to pro-
. o O T ooyt & S HELT, sk b L
vide competitive export of agricultural products.
li, More relinnce on progressive taxation and provision of'
social services to lessen incgualities in income, con-
sunption and opvortunity.

The GOC Plan states thab the immediate constraints to prowbth and
development do not arise so much from lack of manpower, capital,
natural resjurvces or skills, as from institutional. factors that
impede mobiZity, create dualism, and result in under utilization
of resources, Implicit in this finding ia, lHowever, a presumption
of sipnificant external assistance available to Colombiin,

Since the CGOC development strategy is in harmony with current
A.T.D, thinking, a basis i readily available for a collaboratiive
effort looking Lo accelerated development in Colombia. @ In fact,
the Mission poasition is that the foreipn aid community has played
an active role in helbing awaken a socially-oriented develomment
congeiouasneas A Colombia,

Macro-Feonomice Indicators

The A.I.D. scctor loan contribtntion to Uclombia may be placed

in perspective by citing a few agerepgate datian,  Hatiional Accounts
for 1970 (the latest official data available) show that, of total
resources available to Colombin, either for consumvtion or in-
vestment, over 96 percent come from Col~=bin's own GDP, 'The

li percent external contribution represents the equivalent of

23 percent of Jmpuito and 22 percent of gross capital formation,
GrOuu domestic saving upprOLﬂh,“ 20 percent of GDP., For the
three-year period 1970- L972, real growth in GDP has averaged
over 6.5 percent per year, and for 1972 likely exczeded 7.0 per-
cent, Vhile per capita income exceeds *%”r, this figure should
be wviewed in the light of a hiphly skewed income distribution,

higds




and with over 50 percent of the labor force still occupied in
agriculture, Foreign debt service now approaches 18 percent
of expbdrt earnings.

An apparent tax burden of less than 13 percent of GLP is considercd
by the U,5, and other donors as inadequatie Cor financing necessiry
development spending in the public sector, In principle, the

GOC aprees, 'The existence, however, of some 100 decentralived :
agencies in Colombin, revresents a complicabing factor with vespecl.

to public outlay, For instance, "investment' exnenditures charvesed

against the National Budpget represent less than one-thivd off Lol

vublic sector investment, when oublays by decenlenlicoed apeencios,

departments, and municipalities are includad, Yo o larpge extent

this "extra-budgetory' fanding for investment is tinaced by

sales revenue and by vublic borrowing in lieu of taxation. Duwinge

the last 7 years, the ratio to GDP of this "global' concept of

miblic investment has risen from 6,3 vercent to somethinglike

14.0 percent,

[n peneral 1972 was a satisfying year for Colombia. Coffee prices
cemained hLidghi, predim exchange reserves incrensed by over $150
millionito reach million, remresentinge the cguivalent of
months current imports. Somewhal on the disquicting side, money
supply increased by 2k
ontinues to overat

\

vercent and prices by 4 percent,  (Colombii
2 o disequitibrium system, and scems Lo impose
a considerable amount of forvced saving Lo supportt public seclon
development spending,

‘onsultative Group Meelings
Fach year in Paris, LBRD chairs a Consultative Group Meebing .,
attended by eleven countries, including the U.8. and by o numbhel

1T

of multilateral agencies such as LMW, TDR, CIAP, and UNDP,

AL the 1970 mecting, TBRD swrpested a tarpget level o

foreipn loan dis!

bussements to Colombia of hetween $H250 - &
million per year, At the Fobruary 1U7L meeting, this fiipure was
raised to $450 million, ostensibly to support the GOC target prowl!
rate of 7.5 percent, an increase over an sarlier GOC fipure of

7.0 percent,

At the Consultative Group Mectling of Februwry L9720, [BRD took

cognizance of the prevailing economic siountion in Colombin, ex- )
pressed satisfaoction with GOC performance, but voiced concern 4
regarding incipient inflationary pressures, "his wns seen by i
IBRD to give added urvgency to realization of the GOC's own de-

clared intention to increase mobilization of domestic resources
for development in the public sector.
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Signed loan agreements with CG members during 1971 amounted to
: over £385 million. Ior 1972 this figure increased to just under
/ #4000 million. ‘'lhe latter figure includes $80 million of GOC for-
ie) eign commercial borrowing to generate pesos to reduce debt to t
BOR and for budget support, including matching contributions for i
sector loans. Colombia is diversifying the source of its external B |
assistance, The proportion for IBRD, IDB, AID and Ex-Im of total :
assistance has fallen from an average of 80 percent during 1963~69,

to about 55 percent for 1972,

A.L.D. maintains a low profile at the OF meetings., A 1070 U, 6,
policy pronouncenent. on Colombin calls for a reduction in 0,1,
bilateral assistunce in tavor of o shift to multilateral assistance.
Even bilateral programs are to be developed in @ multilateral
context of analysis and negotiantion, A.[,D, suvports [BRD lender-
ship in urging on the GOC an increased mobilivation of domestic
resources and sces a shortape of loeal currency ns a econsheaint

on foreign lending for prejccet nssistance,

Meanwhile, A,I.,D, declaves that the intent of sector loans is not
to support the GOC budget, in the sense of continuing an existing
deficit, but to help the GOC accelerate and expand socially im-
portant prograus that would otherwise have to be carried oul at
lower levels,

Comment,

e Colombian cconomy has renched a stage of development which
offers full scepe to the A,I.D. policy of a collaborative a
nondirective style of azsistince, Colombian prospects outived dil
Colombian probilems, and Lhe G0C appears to be rvesolutely, development-

oxriented,

In terms of an operation apvraisal of sector loans, two pointis
require attention, "he intended shift from bilateral financing
to multilateral financing would appear not to have taken place,
at least not in Lerms of absolute funding levelo., A.1.D. approviil
of sector loans for 'Y 1971 was tied Lo an injuwnction that the
GOC be adyised off the impvorhance of altering its course of relying

ic develovment

+

Lo raise

5o heavily on external resources to finance publ
programs. Yet, at the CG meeting of 1972 A.T.D, scemed
no obiection ag IBRED proposed increased exbternal resources Lo

Colombia, Thus, a clarification, reaffi.zation, or modification

of the A,L.D./W position on external assistance to Colombin may

be in order.

A separate matter concerns the Colombian self-help effort, IfT l
the constant ctreas wb OO meebinge on increased public savings :é‘

wore construed to represent o denor judgment cn the inadequacy

=kl )




of GOC performance, then this would seem to invoke the issue
of consistency with A.L.D, sector loan policy, which requires
an A.T,D. determination on the sufficiency of (0C fiscal and
tinancial responsibility, This matter will be fur!her pursued
below,

Rational for Sector [oans to Colombia

Summaery of Events

We telieve that it would be useful to recapitulube whal appears
to be the genesis ot the Agency's position on vroviding sector
loans to Colombia, In the fall of 1969, the 1A ureau reasoned
that the rise in Colomvian cof'fee prices scrved to rvemove any
balance of payments justificalicn for prograun loans to Colombi:n.
nereased export enrnings wore oxpected Lo excond intended” lovols
of A LD, financing., 1his trippered a servies ol memorandums wilthin
the Bureau, designed to develop an altermlbive rationale for con-
tinued bilateral nsuistance to Colombia, In essence, the sector
e for focusing

hose Sectors of

Loan approach was embraced as a useful techni

on focial programs and aceelerated growth i

special interest to A.I.1,
arly dn 1970 the LA Bureau argued from the premise of U.8. in-
tercote which called for supplementing GOC resonrces in the amount

of about 480 million a year. Tt was noted, however, that under

a shift trom propram to sector loans, A,I,D, epistemolomy appeared
to require a shift in assistunce rationale from a foreim ¢

change
fap to a domestic savings gap., For EY 1970, sector loans werce

approved for a total of #H30,0 million, in addition o o proigran
A .
Loan of &HO million,

n regard to seebor lowng, I'TC went wleng, bul expressoed concer
over inadequato attonbiivon in Joan papers to moelinge geclor donn
criterin as set forth in MU, 1610, Yhile the scector lomwn pur-

pose was ddentificd with local cost Cinineing, tho preponacriance
of 'Y 1970 sector Lloan funds were used for financing penevinl com-
modibty imports, with generated counterpuart funds allocated tor

ration in the apriculture and edueabtion sectors,

util:
1971 sector loans were increased to §77.0 million, but this

time largely for dirvcet purchase of local currency. ''his was

in compliance with the !'resident's decision on "untying," as will

be discusged below, HNo program loan was authorived. PPC expressed
atrong concern as ho GOC fiscal performance, and even suggested

that the LA Burean might want to return to the propranm loan rationale
for assistance to Colombin, Uector loans were, however, approved

15 reauvcsted, but A.T.D./W admonished the Mission, as noted above,
that the GOC must do more in the way of domestic resource mehilizna-
tion, and must rely laose on external assigstonce.
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A similar scenario was played out in I'Y 1972, with sector loans
approved for 69,0 million; again predominantly for direct pur-
chase of local currency.

Sector lLoan Policy |

The nature of A.L.D. sector loan policy is set forth in M.C. :
1610.1 of October 1970, A sector loan is considered appropriate
when the A.1.D, intent is to focus the development dialogue on
problems of the scetor, and a systematic analysis of sectoral policy,
institutional change and resource rcquirements. ‘the A,1.D. con-
tribution should be lavge enoupgh to make n siymificant difference
towards sectoral change and increased vesource nlloeation., Centrnl
o sector loan policy is an A.!.D. assessment of Colombian fiscal

and financial responsibility, Recurring costs are expected to

be financed by the GOC bub a "reasonable level of ‘'nonrecurring'
loeal currency costs can bLe made from sector loan funds.ewhere
"reasonablencss" is tied bLack to evidence of Colombian fiscal

and financial responsibility. M.C. 1610.1 states the basic tenet

of sector loans to be development rather than covering balance

of payments deflicits, Turther, if there is no such deficit, then
Justification for AT.D. assistance must be grounded in analysis

of the "internal savings/investment gap.! Merely to state the
essence of A,1.D, sector loan policy is to raise the issue, either !
of Migsion accommodation to policy, or to the current validity i

Domestic Savings Gap

Hesponsive Lo LA Bureau intimations reparding local cost fdnanetn-,
the Mission's CI'S of Aupust 1970 included o "two-pap!" model,
designed to "demonstrate the new dominance' of a domestic savinms
gap (local currency) over an import gap (foro*gn exchonge), s

the major constraint Lo growth in Colombia, 'Ihe Mission mode!

projected Cor 14970 an import gap of less than one-thivd Lhe soavinges
(ap.

Dince the A Bureau identifies sector loan; with significant
components of local cost financing, a word on two-gap methodology

would seem warranted. 3

}
The tirst step in such model-building is to posit a desired rate 1
of growth in GDP, 'This then provides uiie basis for estimating the 4
level of hoth required investment and of expected savings, Any ;
shortfall in anticipated savings over required investment, is e

labeled the domestic savings gap, On the external side, export o
earnings are projected and compared with the level of imports 4
deened necessary to support the targeted rate growth in GDP.  Any
shorttfall in import financing is labeled the foreign exchange pap.,
‘undamental to this sort of gap analysic are those operating as- G%{ i
sumptions incorporated into the model. -y
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Tn a national accounts sense, the two paps are nlways ogqual.

That is, demesbtic saving plus foreipn saving is identicnl Lo

total investment, For purposes of forwnrd planminge, however.

a caleulated savings pgap may be closed throwth the proviston of
external assistance. Yet to close the savings sap in this fashion
is to endorse an import level in excess of that "required" lo
achieve the target rate of growth in GDP. 1In eoftect the Mission %
would provide local cos* financing through increased imports as :
a substitute for increased mobilization of domestic resources.

i

The Mission did acknowledge the conceptual and methodological é

weaknesses of the two-gap concept, In fact, pap projections i

conerated by the Misgion model were nof: used in subsequent CI'S :

tables. Further, the Mission took note of tle problems associated :
with atitempting to transfer foreipn resources to Colombia in

L]

a gituation of an improving balance of payments, At issue here

ie the A,I,D, practice ot seeking to postulate a sharp distinclion
in rationale Lelween commodity program lonns and local cost
tinancing andey sector loans.

Loan tntying

 —— e e

n October 1069, VPresident Nixon aubthorized partiial anbyingof
i AT, commodity procurement for Labtin American propgrauns by ex-
ik #and e procurement eligibility to Code 940 countryies., In January
(0 the President approved a ovember 1969 proposel ol the A, 1.1,
Administrator tor complete untying with respect to loan dollars
? used to purchase local currvency needed to meet essential local
coste of development preograms, This untying was to replace an
earlier de minimis special letter of credit procedure, stated
Uy the Administrator Lo be larsely of only cosmetic sipnificance
wvithy respect to Puy-American procurement, An order of magnitwle
figure for local currency conversion under complelie untying for
ihe whole of ILabin America was placed at $50 - #60 million a year.
The Administralor noted that permititing latin American countries
to use untied A.T.D, dollars for procurement in Japan or lurope
vas a point particularly attractive to Latiin America, In Aunst
1970 the President authorized complete untyving for locnl currency
purchases on & worldwide basis and provided that A,1,D, should
se witied dollars instead of dollar credits to purchagse necensary
local currency.

fE])

LC. 1411.5 of October 1970 covered the new nnfviwp policy, and
vr>"1dnd for direct purchase of local currency 'where restricted
currency conversion (de minimis) special letters of credit had
heen previously used, “Hhut only “under the same programming criteria
at wonld permit use of the de mini@ig procedure, "
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Several points deserve attention, Colombia was not covered by

M.C, 1411.5, but had been generating local currvency through a
regular commodity import program. The Mission nnd the (0C were
prepared to contiinue this arrangement, mainly so as to avold the
risk and disarray that would flow from any subsequent reversnl

from direct purchase of' local currency. A.T.D./W nrpued, however,
that, if the purpose of the sector loan was locnl cost financingg,
then direct purchase of local currency was required by Presidentinl
directive, The LA Bureau vook this position a step further by
subsequently expressing the view that "dollar conversion to local
currency in lieu of commodity financing has been and is an integral
part of the policy of liberalization and carries explicit PFresi-
dential approval,"

During FY 1971 LA programs, as a whole, converted $40.3 million
for local currency purchases, This figure was increased to $Ol.h
million for IFY 1972, or to almost 50 percent of total TA lean
disburcements. Since unbtying, the U.S5. share of Colombia's im-
ports has fallen.,

Legislative history fails to reveal any sipnificant Congressional
concern regarding the divect purchnse of local currency with loan
dollars, Neither hae A,1,D, surfaced this matter explicitly to
the Congress., As a matbter of fact, page B=11 of the overview volume
of the KY 1973 Congressional Presentation nsserts that sector loans
would penerate local curvency requirvencnts throupgh traditional

A,T. D, financing of saleable commodity imports,

Cecratary Ropers in his testimony before the Passman Subconmititee
in the spring of 1972 stated that while 87 percent of A.I.D.
funds: were used for procurement of U,S5. goods and services in
1971, this percentage would be lower for 1972,

A recent GAO report covering a large local currency sector loan
to Brazil did not tocus on this matver, but the 1GA arpues re-
peatedly for a minimum of reliance on direct purchase of local
currency, citing Sections 102 and 60h(a) of the PAA, and the
unfavorable impact on the U.5, balance of payments,

FAA language covering restrictions on A.L,D.-financed dollar
procurement is, in practice, construed by A,T.D. as larpgely in-
applicable with respect to utilization of U.U.-owned local cur-
rency. Moreover, commingling of such locul currency with GOC-
ovned resources, as in the case of Colombia, invites application
of any such restrictions only to that portion of commingled funds
which could be atbtributed to the proceeds of the A,I.D, loan,

This point is raised below in discussing loan Agreement lanpuage.
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A.T.D./GOC Views on Sector Loans

n “arch 1971, A.I,D, prepared a memorandun for the signature of
the Secretary of Ulale, containing the essence of fal pronosed as-
i

sistance program to Colombia, and requested White llouse approval
f'or three ©f 14971 sector loans, Program ratiionale was given as
the need to combine A,I.D, resource transfers with sector reforms
in Colombia, The matter of Colombian performance on internal

‘i"ih"u was acknowledred as critical to achieving Development Flan
oals It was pointed out that this also aft'ected the GOC abilily

LS,

90 take advantapge of i reim offers for project assistance.

Subiect memorandwn ret'ers to GOU development iniliatives and

takes the position that 1,0, Lilatieral aid is & response rather
than a prescription. ''he A.f.D, role is snuu as one ol identi ficen-
tion with €GOC Plans., At the smme time, A.lL.D. sbrasses the iden
of "additionality" of .1, resources, and Hw noed Tor a U,
presence., In geneenl, A,1.D. wrymes thal seoctor lToans foslor

both pionecering and innovation: bthey help cnuse important policy
and related conmitments by GOC, Nothing ig said reparding any
nltimate A,1.D. phase-out t'rom bthis supportive role.

"y ’

e LA Pureau in providing mlhruun~to the Mission for TRR sub-
missions covering v 1971 sector loans, stro;:ed the need for
information on those GOC sector objectives which we wish fic
support. ‘The Mission was to demonstrate why sector loans were
required to insure achievement of sector nolivie“ and institutional
reforms,  Intformation was also requested on the assessment of!
sector loan progress. Whether or not loan Funds vere releasad
in tranches was held to make no less obligatory Mission respons-
ibility to insure effective ntilization of A.I.D. tunds, Gub-
sequently, in siving IR approvals, the A Inreau emphasiied
that attention should be pgiven to the total seclor program, and
not Just Lo those sub-sectors of interest Lo the Mission, in
addition, the Miscion in its macro-economic assessmont was Lo
demonstrate 000 fiscal and financial cesponsibility.

Mission Loan Papers identify the sector loan purpose in various
ways. A given loan may be viewed as supporbing, assisbing,
generating, strengthening, contribubting to, focusing on, accel-

erating, oc gsebting the stape for GOC sector vetorm and development.

The Mission intends that sector loans provide upward pressure

on the total GOC budget, and induce the GOC to make hard choices
on priority goals; sector loans are hel” %o provide the "critical
mass'' which pgives substance and purpose to Mission dialojpue and
collaboration. In a4 derivabtive sense, sector loans are seen to
facilitate improved coordination within the GOC; the implementing
ministry is held to pain an insipght into the affairs of otherwise
independent, autonomous agencies, At the same time, the Mission

eilli e
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argues the need for a low visibility, since to take credit Cor
influencing GOC reform decisions would serve to threaten the
achievement of those same reforms.

The GOC would also use sector loans for multiple purposes. They
offer a tool for policing the GOC budget. Sector loans enable the
implementing ministry and the Department of National Planning to
gain a measure of control over the decentralized agencies. Thig,
in turn, is viewed by the decentralized agencies as an acceptable
price for receiving what they consider to be additional funding.
While the (OC argues the virtues of sector loan flexibhility, the
GOC also sees advantapge in sector loan inflexibility. That is,
certain elements of the GOC see the sector loan as o means of
registing and discouraying internal pressures for resource alloca-

tions to suppovt programs considered by the DNP Lo be of low priovily.

The COC enjoys the availability of untied dolluavs under seclor
loans, and, on balance, sees the deep USATD involvement as u form
oft nseful cabalyst, not available in the wh"‘vwo of sector loans
and of a Mission presence, To the extent that A.T.D. "conditions'
constitute an irritant to the GOC, the scctor loan technique is
considered by the COC as having at least the potential for minimiz-
ing this factox.

‘omment

Yhile M.C. 1610.1 offers broad policy guidsance on sector loans,
the language 15 not sufficicntly precise for appraisal of loan
implementation apainst loan policy. A difference of view between
PPC and the LA Bureau regarding the exercise of GOC fiscal and
financial responsibility already has been noted. Despite the ex-
prn"uinn of concern by the (G on this same matter, A,I.D. behavior
indicates a willingmess to view (GOC intentions as a reasonuble

4818 for procecdineg with continuned bilateral assistance to Colombia,

At issue here is the basic A,T.D, predisposition for providing
asgistance, In the fivst instance, the U,0. decision o supple-
ment GOC development resources emanates from a multitude of con-
cidevetions of which the question of GOC economic management

only onc, Onece an atmosphere for A,I.D., assishance is poUJulttnd
the question of program technique and composition becomes relevent,

Feonomically speaking, for example, sector loans and program loans
may be viewed as identical insofar as they provide a vehicle for
transferring U.S3. resources to Colombia. The difference is that
program loans tend to emphasize macro-economic considerations,

while sector loang are identified with sector annlysis, and re-
lated sector progrem activities. Sector loans emphasize and presume
and A,I.D. leverapge over GOC domestic budget-making: nevertheless,
the foreipgn exchange transferred through local cost financing

still makes its owvn unreauited contribution to Colombia's balance

of payments




The conceptual apparatus of the two-gap variety probably is of
little significance, either for U,S5., decision-making or for opera-
tions appraisal. For A,I.D, management, however, a procedural
issue does arise; namely, whether to generate local currency
through the traditional vehicle of commodity imports, or to pur-
chase such local currency directly., In this respect there is need
for confirmation of a IF'residential intent to shift from partial

{o complete untying in the execution of A.T.D, programs, Ulssentinlly,
there is need of some objective definition, not now available,

of those "propgramming criteria" mentioned in M.C. 1411.5 as would
identify that "veasonable' level of local cost financing envisued
in M.C. 1610.1.

A measure of Mission influence and leverage is claimed for sector
loans. 'This facet of A.L,D, assistance is seen to flow primarily
from the priority given to dialogue and collaboration; that is,
leverage decives, not solely from the loan itsell, but fnom a
Mission ability to work directly and intimately with selected

GOC ministries and agencies, Yet efforis to document the impact
of* a Mission presence would represent an elusive undertaking,

and would entail hypothesizing (OC performence in the absence

of a Mission presence,

To tne extent that sector loans stress the primacy of dialopue
qnd collatoration, to that same extent the quality, quantity
nd continuity of Mission staffing and of A.I.D,-financed inter-
mediaries becomes vital to achievement off Sector loan purpose,
In this respect, verhaps, the scope for a continued Mission con-
tribution through sector loans should be measured by the GOC cul
for A.I.D.-financed expertise to assist in a continued exploration
of sector administrative or Lechnical problems,

Even allowing for a measure of rhetoric in sector loan justifica-
tion, the composite of A.T.D./GOC view raises a basic issue of
conformity to Awgency Folicy for a nondirective style of ansisfhance.
It is note easy, Lo instance, to reconcile sector loans as *
response rather than a presceription' with the idea of "upwird
pressure’’ on GUU budgets, Of course, in the final analysis there
must be a convergence of A.I.D./GOC interests or there would be

no sector loan, 'mt the manner of reaching this converpgence is

0, proper subject for examination, Tt appears that during sector
loan formulation, A.I.D. nepotiates as well as responds, In
relensing funds by tranches, the Missic.. tends to take the ini-
tiative in generating an acceptable GOC input. Regarding activity
expenditures by various entities, the Mission posture is laryely
passive,

In any event, sector loan appraisal must, for the most vart, focus
on actual performance against those targets set forth in the
gseveral sector [oan Aprecements. This latter point is pursued
below,
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Loan Agreements and Complionce Appraisal

Ioan Agreement lanpuage

In principle one could arpue that the Mission Loan Paper (Gal)
provides the proper benchmark for loan operaticns appeatsal.
kepresentations made in that docwnent are basic Lo DIC approvidl
and 1ssuance off a loan Authorication by the Administrator. [For
MYOL971 CAPs, however, this iy not feasible, 'Moese documents
are a combination of' sector analysis and loan proposals,  ‘The

language is ambigucus, and loan funds are identitied with specitin

ctivities pertormance targets and priovilies in a manner not
capable of demonstration in a situation of commingled fundig.
hile ¥Y 1972 CAPs offer a marked improvement in presentation,

it appenrs that for the presents effort, the lLoan Agreement offlers
the appropriate bLenchmark for performance appraisal,

et

12 three 'Y 1971 ceetor loan Acreements follow 4 similar sformat,
Seetion 1,02 uniformly describes "The Program' which the Ioan
is designed to acaist, Yhen referernce is made toe Annex 1 where

0
the Program ic "more fully described.'" Bul the commingled spending

deseribed in Annex | often includes '"Other Activities! not con-

sidered part of the agreed P'ropram, This ambiruity hiag obvious
implications for sector loan appraisal,

gecause of' minor variations in section numbering among the threc
S0 19710 Loan Aprcements, ref'érence here ic pade to flx-‘.\:x.u,"’{.'-:'_i<‘sw.f
Loan Agreement--063,  The Apriculture and Mducction Loan Asree-
ments conbain iimilar language.

Pursuing the notion of just what is the sector loan "Inwopram,"
Section 4,00 further complicates the matter by stating: thab joods
and scrvices financed by the loan shall be used exclusively lor
the Frogram, dection ©,01 further provides thal pesos disbursed
for the Progrim will be uded exclusively to procure goods nnd
services having both thedp source and origin dn Uolombyiay

The problem here is how to monitor compliance in a situation of
commingled funds. Pragmmatically the Mission resolves the matter
by issuing Implementation Letter No. L which provides that the
restrictions stated in tection 6,01 "only apply Lo that vortien
of commingled {hds which can be attributed to the proceeds of
this Loan," Preswnably Section 6,0) represents n carry-over
from those A.I.D. loans involving seprepnstod accounts,

Section 4,01 provides that the Borrower will carry out the Program

with diligence and cf'ficiency and in conformity with plans and
schedules as agreed upon. Then Section 4,02 stotes that the

Borrover will provide promptly as needed all funds required, in
addition to the lpan, to carry out the Program. These sections

il
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are construed to provide protection to A,[.D. in case of wntoward
experience with the GOC, but for purposes of this operations ap-
praisal, are not viewed as a basis for compliance monitoring.

USAID Implementation Letter No, 5 refers to Section 3.0l of the

Agreement and proposes to make Migsion releases ''in the same

ratio to Colombian Government inputs, as described in Annex 1

of the Loan Agrecment for the entire loan period....!" TIn this

regard, the Mission argues that (OC revenues ave tipght during

the f'irst half of each year, and that the Mission should allow ils
wn advances to pget ahead of a strictly pro vatn GOC input, In

practice the Mission does hold up ro}vqsus il it feels the (00

is procrastinating with respect to cost sharing. liven thowsh Lo

Agreement, language is [flexible Jggurdxng the ealio oft A.L.D, /uoc

inputs, this point seems to have become institutionnlived as n

matter of prime concern to the Mission.,

.

Section 4,11 refers to the A,1,D. ripght of inspection of alil
books end documents "relating to the Program and the loan,'

As noted, however, Ioan funds are commingled al the entity level,
and to inspect entity performance would be to exceed coverage
represented by the Program. This may ultimately constitute an
issue, but to date the Hls.Lon has not tested GOC reaction to

any u.].D. exercise of its "right-of-audit."

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 GOC Treasury often withheld for peneral

budgetary use Mission sector loun releases desipnated for specific

entities. This matter appears now to have been resolved, i'urther
this point, it may be noted that, within 24 hours of A.l.D.

dollar conversions, these dollar funds are ndded to Colombiii

free foreimm exchange reserves. Accorvdingly, while Mission re-

leases of purchased local currency muy nroperly be trealed as

commingled at the GOC Treasury level, for attribution purposes

commingling is considered to take place at the entity level] at

a date currently less than one month later.

dection 0,02 provides that Ioan financing of goods and services
apply only to procurcmont subsequent to the date of the Ioan
Arreement, This lanpuapge does not, however, preclude A,.I,.D,
digshursements to cover commitments entered into prior to the date
of a Miasion fund release. ''hat is, entities anuicipate the
receipt of sector loan funds in their own program implementation
a5 will be shown below. At lssue is the relevance of "tranching'

in Mission loan management, ostensibly as a means of closely monitor-

ing loan implementation, Pragmatically, the Mission could hardly
deny funding to an entity which had proceeded to implement the
Progran in advance of a Tormal Mission release of funds.
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Section 1.03 gives recognition to the role of the GOC Department
of National Planning in the allocation of public investment funds.,
The DNP could presumably invoke this section in the event of a
funding shortfall, Tor those decentralived agencies of special
interest to A.I.D., actual investment expenditures from budgetary
sources amount to less than 90 percent of final budpet authoriza-
tions. This situation conld lead to a delicatce nepoliating stance ¢
for the Mission, The problem would be how to apportion a funding A

stringency among competing entity activities, ol® which Mission

interests cover only a part. [In fact, protvicted Mission nego-
tiations with the GOCU did take place on this matter in the fall
of 1972,

S ol

Section 1.02 of the loan Apreement identifies A,i.D. assistance
in terms of U.S. dollars, while Annex I delineates the approved
Program in pesos. [n this appraisal, it is presumed that the

Toan Agreement is intended to authorize disbusements of-dolklars
up to the full amount of the lLoan, notwithstanding the fact thal
actunal peso generabions may exceed those amounts cited in Annex
[. Tt might be arpued that a depreciated peso exchange rate is
accompanied by hipher prices, and the need for increased pesos

to accomplish the fargetscited in Annex I of the lLoan Apreement.

Comment

To use Loan Agreement language as a benchmark for sector loan
operstions appraisal may be to attribute to that document a depree
of rigor not intended either by A,T,D. or by the GOC Conversely,
vere Loan Agreement lanpuapge to be viewed illustratively, and sub-
ject to such amendment as would bring it into conformity with
anctual performance, then the issue of sector loan compliance and
appraisal yould not arise.

From the U.5. point of view, the Ioan Agreement is an oblipating

document; representing a 10111 commitment of .8, Tunds. T'or the !
(G0C 1te contribution may better be treated as an intention and i
a best effort. In fact, sector Loan Agreements are signed in
advance of Colombia Watlontl Assembly action on GOC budget pro-
posals, Nevertheless, signing the lLoan Agreement is authorized
by Presidential decree ond approved by the Council of Ministers
and by the Inter-Parliamentary Commission, and must

be accepted on its face as a serious bll&tC‘ul undertaking.,

With fund commingling at the entity level, separation between
""me Program” and total entity activities cannot be sustained.,
Hor can A,I.D, inputs be reserved for exclusive use of the Pro-
prum.  FPurdlier, if the Misuion were to monitor the entire fragmented

entity program, n burden would be placed on Mission staffing

olenrly nob contemplated by the currvent size of that staff, The

problem springs from the nature of program design, but fortunately, qgm
none of these semantic detnils have been allowed to impede sector

loan operations,
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inancial Data

Part T above identifies that portion of each sector loan intended
for the direct purchase of Colombian pesos. These dollars con-
versions into local currency amount to §75.1 million and $87.5
million for the I'Y 1971 and 1972 sector loans, respectively.

For programning purposes, liowever, Annex I of each sector Loan
Agreement shows only the peso equivalent of dollar conversion
amounts, Summary data for each sector loan, time-phased in terms
of proposed expenditure periods, show as follows (in millions of
pesos ) :

Y 19/1 [oans Y LY2 Lonns

CY 1971 CYELO (R Totnl YRS
Agriculture loans 50.0 Hel, Hi7ALH Y30
Kducation Loans 120.3 282.5 02,8 15350

Urban/Regional [oans 81.0 529.8 610,38 898.2

1.
ves

Dollar conversion exchange ra implied by these peso aggregates
asmount to 21,1:1 for MY 1971 loans and 23.8:1 for T'Y 1972 loans.
fhe dif'ference in conversion rates represents Mission expectutions
of peso depreciation by the time of loan implementation. Cince
the actual conversion rate will be that rate applicable on the
date of conversion, it follows that any delay in Sector Program
implementation will likely meon peso generations in excess of
those amounts shown in the several loan Agreements, As of' the end
of CY 1972 such "excess' generation, available tor programming,
approached 75 million pesos, at will be shown below., iince the
[oan Apreements are expressed in 17,8, dollars, s noted in Pnet

V above, these excess pesos are viewed as available for uturce
PYOZ LANMLE .

Under the several seclor Loan Agreements, the Horrower (Goc)
designates as its implementing apgency for carvrvying out the overall

program, a specific ministry which, in turn, designates specifilc
autonomous agencies to serve as sub-implementing agencies., Ior

convenience these sub-implementing agencies are wlso referred
to ne "entities' and may even include a segment of the implementin
ministry itself, A listing of those entities relevant to 'Y 1971-
19/(? sector loans is included as an Attachment to this report.

Certain financial and budgetary expressions used in this report
are peculiar to Colombia and require definition. All commingled
sector loan expenditures, are breated by the (GOC as Investment,
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although this may include such opervating costs ns snlaries, per
diem, travel, etc, [Financial intermedineles mnuy even treat their
entire operation as investment. In o word, invostmenl o pur-
poses of' this report is what Lhe GOC includes in ibLa investmoenl,
budget. It appears thualt DNP prefers a broad detlinition ol invest-
ment since this gives DNP conbrol over the allocntion of o Lurcor
proportion of total resources than would othetwise be truo.

The word Expenditure, because of varying methodology, can mean
either cash flows or disbursements plus accrued liabilities,
depending on how the entities prefer to keep their books.

A Payment Order is a claim for reimbursement from the (OC Treasury
against entity expenditures authorized in the approved budget.

IT the Payment Order is pending at the end of the year, the entity
treats such funds as money in the bank,

Unofficial and provisional summary data for Prosrammed sector
loan activity during CY 1971, including contributions from GOC

gources to provide commingled funds to using entities in accord-
ance with Sector Toan Apreements, show as follows:

Scector louans
Apric, lIiduc. Urban
(millions of pesos

Programmed Release Lo Intities for
Expenditures during €Y 1971 as per
Loan Agreement:

A.I.D, 50,0 120,73 81.0
Lol 1,435.7 569, % Lo8. 7
Total T,I85,7 G391 530,77
Dishursements by USAID Lo GOC
Treasury curing CY 1971 25,0 75,6 56.5
Funds Received by Entities during
oY 197, from:
Sector loan -0~ -0~ -0-
GOC Budgetary 630,06 .G 124, 1,
(:0C Non-budpgetary 110, 7 32.8 23.h
Total 1,001.3 510,70 W5
Actual Entity Expenditures for
CY 1971 1,068.0
Excess or shortfalls (-) of nntity
Bxpenditures over Roceipts -33.1

ey
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Using the Agriculture Sector Ioan 064 as an example, bhe above
tabulation shows that, apainst a targeted expenditure of sector
loan funds from A.I.D. of 50 million pesos for CY 1971, 25 million
wags disbursed by the Mission to the Treasury, but of this none
was received by the using entities as of December 31, 1971, The
GOC contribution to the entities totaled 1,091,3 million pesos,
but this was still short by 34h.4 million pesos (1435.7 - 1091, 3)
from that amount showm in the loan Agreement.

This CY 1971 shortfall, if carrvied over into €Y LU0, and il
added to Frogrammed exponditures Cor CY LO7, would show o Laerel
tinue for Lotal CY L8 oxpenditures i 101 Towi:

Veclor Loang

Aprric, fldue . Ul
(millions off pesos)
Shortfall in 1971 carried over to atiini el
kntities as of January 1, 1972
prom AL D, 50.0 1203 81.0
From (OC 3l 59. 1 ik
Totnl T 79k 92,2
rogrammed ieleases to Intities o
f'or Expenditures during CY 14970
a8 per loan Agreement:
From A,I.D. 521, 8 ”82.2 529.8
From GOC 1,520, 4 h87.6 052.,2
Total o,0LpR 769,680 L,k32.0
Programmed 1Y/ Entity (xpendi-
twres ineluding Priore Year Short-
fall 2,436,0 (ISR e AL

Even thoush unofficial, provisional data are incomplete, movement of
funds for CY 1472 show, in part, as follows:

Agric. Fduc., Urban
(millions of pesos)
Disbursement by USATD to COC
Treasury during Y 1972 543,21 300.0 358.7
funde Received by Entities during
CY 1972
Sector Loans oh9. 7 304.3 bl 2
GOC Budgetary 56,2 N5, 4 267 1
GOC Non-budgetary 709.2 h2.2 3257
Total 1,823, 1 HO1.9 © 1,027.3
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The excess of entity receipts from sector loans during CY 1972, ¢

over Mission disbursement during CY 1977, muy be explained by
illustration, For agriculture, bhe excess receoipts off 6.0 million

pesos (549,7 - 543.1) is equal to the difference Letween the 4.0 4
million pesos in Payment Orders pending on December 31, 1971, &

as indicated above, and the 18.4 million pesos of I'nyment Ordors
pending on December 31, 1972, as shown immedintely below. Agmiin
entity receipts are insufficient to tinance the tall Program
contemplated in Ammex [ of thr/ Loan Agreement., and again there
is a shortfall for carry-over into CY 1973, mofficial, provisional B
data show as follows:

sector Loans
Apric, duc. Urban
(millions of pesos)

Shortfall. in CY 1972 Keceipts
Curried over to Intities as of

January 1, 19732 2
From A.l.D.
Payment Orders Pending in Yrensury 18,4 1k, 3¢ L.0
Balance Against Agreement Amount Joii af.2 195,06
Balance Against Dollar Amount 33.2 L9 29,9
Subtotal 55,3 51,0 D]
v v
From GOC 3%
Tayment Orders Pending 38,1 30. 1 1n/a
Subject to new GOC Appropriation
or obther Munding for CY 1Y73 U350 -11.0 n/a
Subtotal 591, 1 19.0 350,73
Total Shortfall ulib, 7 05.0 5724
'n order for A,1.D, to reach a cumulative disbursement level of
571.8 million pesos (50.0 + 521.8) as cited in Annex T of the
Agriculture loan Agreement, and in addition to the 16.1 million
pesos in Fayment Orvders pending on December 31, 1972, the Mission
would be required to disburse o residual of 3.7 million pesos
(571.8 - shg,7 - 18.0) . Finally, because of accelered peso de-
meciation a Lalance of HL.4M million in Mission accounts as of
December 31 for loan OGh would, al an exchange rate of 23.4:1, i
permit a further disbupriement of 33,2 million pesos. i

With respect to the GOC contribution to the Apriculture scctor
program, the GOC has funded only 38.4 million of the larpge LOLLM
million shortfall. Oince the baloance of H53.0 million poesos

would require new (G0C appropriations, o more Likely expectabion
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would be for a GOC understanding with the Mission to amend down-
ward tarvgets in Annex I of the Loan Agreement, In fact the Mission
currently is considering a downward revision of over 200 million
pesos for the GOC contribution under the agriculfure sector loon
Agreement, The impact o!' such an action would be, of' course to alter
the original A.1.D.-GOC cosl-sharing ratio in favoe ol the GOU.
vhile the above laymaye pertains only to Agricnlture, o gimilar
delineation can be made for the other two scctor loans.

The final payoff in terms of loan implementation rests with ex-
penditure by the several entitites of those commingled funds pro-
granmed against specific activities delineated in the Toan Arrce-
ments, Expenditure data shown above under the awriculture sector
loan total 1,058.2 million for CY 1971, This may be subdivided
by entity to show as follows:

CY 1971 Activity =

Actual
Agriculture loan 06k Programmed Expenditures
(millions of pesos)
MinAgr il LT
ICA 18,0 363.9
INCORA 1 .U’I‘,‘,ﬂ 692, 6O
TNDERIGA -Q0= -0-
Moty TilG o
'otal l,“"’.( ’., Wgr

It expenditures for the Colombian Apricultural ind lLivestock
Institute (ICA) were shown by activity, this would appear as

ffollows:

CY 1971 Activity
Actual
Programmed fxpenditures
(millions of pesos)

Agric, Research he 163.0
Agric. Extension Program AT 5h,0
Agric, Lxtension PFilot Areas -0- 3.0
quality Control of Acrvic., Inputls H1. 8 15.0
Supervised Credit N1.0 -0~
Other Activities 1L, 2 128.9

Totnl 19,0 303,90




Annex 1 of the Apriculture Sector Lo relates comminggdded exvendi-
ture tarcets for cach activity to quantitative toarpgets. Thus
& meaningful basis exists for Mission monitoring of scctor loan
verrormance, In the cade of TCA] as shown above, Arriculbural
esearch, conducted in somo 19 field staliions, appenrs Lo b on
schedule,  There was sone activity duving UV 19O7L with vespecl
to Quality Control of Asricultural Inpuls, bul expenditure dilin
indicate either exagperited expectabions ov poor pertormance,
With respect to Supervised Credit, usix arens were intended for
testing assistance to small farmers, AL the expenditure level,
nothing was accomplished in CY 1971, 'The above (8, ol course,
only illustrative and shiould be accompanied by a statement on
yuantitative performance. A systematic comparison between intended
and actual performarice for the $0-odd activities cited in the
three sector loan Apreements 16 now enpagring Mission attention,
and a report should bo available at an early duate,

-
Ezhibit A attached to this report shows illustratively how the
agorepate of funding sources forCY 1971 under Agricultural
Gector foan 0ol is subdivided as among component entities. [Ixhibit
B “hen shows actual expenditures for CY 1971 under the Apricul-
ture Secter woan by Agricultural entity and by activity. As
may bhe scen from lxhibits C through I attached to this report,
the Mission in its sector loan propram is involved with 1Y cn-
tities and OO0 activities, many of whicli cover the enfiire country.

Interpretation of I'inancinl Duto

The Mission arpues that the various (0C entities spend in antici-
pation of receipts. Entities are reported to vlace purchase orders,
enter into contracts, and borrow from banks, The result is that
fund releases by USAID/GOC late in CY 1972 may largely be utilized
to liquidate entily obligations already incurred. Obviously this
aff'ects fund carry-overs into CY 1473, [t could mean also that

the Mission faces a delicate situation with respect to the several
entities: hard nepotiations bebween USAID/UOC cannot be indifferent
Lo actual entity cxpenditures in advance of funding,

30C budgetary procedures pretty well insure that full budget
authorizations cannot be implemented for lack ot revenues, The
question then arisec as to where apportionments are to be reduced.
Here the source of scctor program tunding could be relevant,

The Bducation program, for instance, with ils U5 percent dependence
on GOC budgetary resources could be more vulnerable than the Urban/
Regional program, with almost 6O percent dependence on non-budgetary
receipts. Actually, the reverse appears to be true, with the
greatest tunding shortfall showing up in non-budpetary contributions.

Anothev aspect of financial datn concerns the extent o which com-
mingled spending, ae provided for in the loan Agrcement, covers
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the totality of entity spending, Tn most cases the entry "Other
Activities" in Annex I represents i vesidual item which Links
funding ror activities identified for Mission participation wilh
total entity spending, In the agorepabe, and accordinge to BV 107 1-
1972 Sector loan Agreements, this "Other Activily' cnloe -'m-y will
which the Mission does not wish to identifly, ropresents ng mmeh i
one-half’ of A, I,D. financial inputs. Yot comming:led l\mdm;f applies
to the entity as a whole, and not just to those activities of
Mission interest.

Alternatively, only those activities of special interest to the
liission may be shown in the Loan Aipreement., In this case the
source of entity "Receipts" must be arbitrary since only a por-
tion of thngible entity inccvm is included, IMor instance, the
source of' funds for the low-income housing component of the National
Housing Agency (1€7) cannot be ri igorously identified, 'Total TCT
income is over three times as large as that shown in Annex .

The ”E:"'.;lon properly notes that "ICI' accounts do not permit dis-
crimination of receipts by intended use."

sume cases the Mission released funds in €Y 19972 for use in
Cr 1973, TNCORA it n case in point, ‘This wonld scem to imply
a supplement to those CY 1973 funds which are nlrendy programmed
for the same purposce under FY 1972 sector loans,

T\u"iug: :.‘. 1971, loan repayments, or recupcrations, amounting: to
415,3 million pesos for INCORA wevre excluded Crom INCORA rece ipts.
This was pursuant to Mission lmplementation Letter No., Y which
stated that recuperations do not constitute new assets, Imple-
nentation Lebtter No, 5 introduced an anomaly, however, by stating
thal THCOEA recuperntions would be included under oxpenditures.
or other entitics rmzupu ations are usually included ag both a

iOC contribution and ac an entity expenditure.

'hite House approval of ¥Y 1971 sector loans included a so-called

Kissinger formula' restricting A.l.D, inpubs to not exceediny
50 parcent of new or expanded "activities," and to a decreasing
proportion of total scclor investment., This sort of constraint
eflects the "udditionality" Yias of A,L,D.. While the constiraints
may tor the most part ret'leet "only commnon sense,' the current
situation in Colombia muy call for consuLLdnUon of entity puing
rather than for increascd outlays Ln nddressing the matter of
compliance with the Kissinger I‘or'nuln, Mission l[oan Papers for
103 "9”1 sometimes focused on entity activities, sometimes on the
entity as a whole, and in the case of the lkducation sector loan,
compliance was measured in terms of spending at various levels
of' education, Presumably the Kissinger formula lapsed with T'Y
19701 Vecbor loan approvael, althouph the same criteria were applied
Q voluntarily by the Misgion with respect to 'Y 1972 sector loans.
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Aclivity spending levels for cach entity, as shown in the Loan
Agreecment, are the result of protracted discussion amonyr col-
cerned officials of both the Mission and the GOC., '1he intent
iz to reach a convergence of view with respect to A,1.D, fund-
ing and GOC contributions, from both budgetary and non-budgetary
sources, In many respects the Kissinger formuli may be viewed

5§ contrary to a nondirective style of assistiunce,

"he basic GOC budiget law of 1964 provides for 'unity of the
budget"” and requires that A.I1.D. funds be chmmeled throupzh

the GOC Treasury. As a procedural matter, A.I.D, Cunds are
attributed to the GOC [nvestment: Mudget which, as noted above,
includes operating and other expenditures, ns well as expendi-
tures for capital formation, ''he approved GOC LUndpet identificu
funding sources, including sector lonns, for enlity progrims, ns
well as the level of activity spending authorived within each
entity. It is, of course, the level of total spending for on
approved activity, both from A,T,D., and GOC sources, that is of
concern with respect to Annex [ of the Loan Apreement. The highly
Comp]iuntnd brocedures established in the several Loan Agreements,
and in related Mission Implementation Letters, regarding funding
sources, reflect a related Mission goai: Mission format for
entity financial flows was designed to assist responsible GOC
ministries to obtain that type of information required by the
Ministry for coordinating the activities of otherwise largely
autonomous ager: es.

Comment

The Mission in its deep involvement with the (0C is motiviated
to facilitating the release of funds tio the using entities,

The challenge is how best to accomplish this task without undue
compromise of the A.T.D.-CO0 cost-sharing: ratio implicil in
Arnex T of the Toun Apreements.  Yebt Lhis very acl of intragion
runs the risk of neguating the virtue of Jeclor Loan untying:
which wis intended to help remove "irvitants" Lo the LDUs,
Accordingly, a shift in Mission emphasis from the receipt side
of entity operations to the expenditure side, would appear to
warrant Mission attention,

Then deviations in uctual expenditures from tarpget figures would
provide a bagsis for menturing parallel deviations in quantitative
performance, [t ig noled that the Mission is atill without
information on actunl cxpenditure performance dueing CY 1971

for both the Kducation and Urban/Regional sector loans.

With reapect to A.L.D./W review of 'Y 1971 sector loans to
Colombia, PPC arpued that jugtification for making untied dollars
available to the GOC, by way of local cost financing, was linked
to "adequate gelf-helv performance'” by Columbia, in o situntion
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where sector loans were to represent only a portion of increased
resources allocated to the chosen sectors. This PPC language

appears to be at some variance with the ''dialogue and collabora- 4
tion" rationale emphasized by the IA Bureau, %

VII, Qua;titative Performance

NOTE: No systematic reports through end-1972 are yet available i
or, quantitative or fiscal performance with respect to targets
snown in Annex I of the Sector Loan Agreements. The Mission
expected, however, to have a comprehensive report from the GOC
by the end of March, segregated as between 1971 and 1972 per-
formance. Presumably, deviations with respect to financial
targets will be related to deviations for quantitative targets,
and explained.

VIIT, Mission Representations and Reporting

Representations

Fach sector loan paper submitted for A.I.D./W approval contains

a Section Gll(e) certification by the Mission Director to the

effect that the GOC has the financial capability and human resources
to utilize the proposed Sector Loan., This is supplemented by a
Checklist of Statutory Criteria incorporated by reference into

the Loan Paper, and covering a multitude of Mission representations
pursuant to language of' the FAA,

Appraisal of the validity of Mission certifications is at best
a difficult underteking, and can only be developed from Mission
reporting and from observation on actual GOC performance,

gpoorting

Sector Loan Agreements uniformly provide for progress reporting
by the Borrower. In practice, Agreement language on reporting

has not been invoked except in the sense of requiring interim
justification for A.I.D., fund releases, Pursuant to the in-
exacting character of Mission-U0C relationships on sector loan
implementation, Mission policy seems o call for a minimum of
monitoring on entity activities., The Mission position seems

to be that this approach has IA Bureau endorsement by precedential
acquiescence, In any eveunt, this, too, af'f'ects the task of
operations appraisal,

The TA Bureau advised the Mission in January 1972 of the need

for improved monitoring and reporting on sector loans, Opera-

tional status was to be compared with the Program schedule,

The Mission response, however, was essentially confined to pro-
o viding date on Toan disbursements by the Mission,
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In April 1972 the Mission prepared a report to show progress
against sector loans to Colombia., ''he veport, however, was
designed to provide back-up material for the FY 1973 Congres-
sional Presentation, and as such, was forward looking and
couched in lanmuage not suitable for operations appraisal.

In September 19/7? the Mission submitted to the A Bureau an
interim, but rather comprehensive stoatus report on the three
FY 1971 sector loans, covering both Ciscal and quantibutive
progress., This report was designed to advisc thie A Burean on
Mission projections on sector loan disbursements during the
balance of CY 1972, The September report provided valuble
insights into the problems of financial practice and accountiiye
on the GOC side, and several of these consideralions have alrendy
been discussed above under "Financial Performance,"

i L
Mission [oan Papers in support of ¥Y 1972 sector loan requests
did include brief narrative material and entity obligation
data on FY 1971 sector loans through March 1972, Since loan
implementation wus at that time only in its formative stages,
coverage wes unavoidably limited,

Comment

1t appears that field reporting on sector loans is treated
largely as an informal arranganent between the Mission and

the LA Bureau. There is no U-203-type report aviilable to
Agelicy manspement throupgh the Of'tice of the Controller., 1'PC
involvement is limited to review and approval of sector loan
proposals; PPC plays no role in loan evaluation. bven the matter
of insuring conformity between Loan Papers, Loan Authorizations,
and Loan Agreements is treated as outside the purview of PPC.




AJPACIMENT:

ABBREVIATIONS FOR I MPLEMENTING AGENGLES CLOWD IN
GECTOR LOAN AGREEMENTS AND OTHER ABBREVIATIONS

Apriculture Sector Loans

MinAy;: Ministrey of Apriculture i
OPSA: Agriculture Sector Planning Ot't'ice E
INCORA: Colombiun Agrarian Retform |nstitute :
TCA: Colombian Agriculiural and Livedtoek lnstitute f
1NDERENA : National Resources |nstitule !
CAJA ACRAR!A: Agriculture and Live:tock Bink ;
Bducation Sector Lomns ’
MinEd: Ministry of' IFducalion ;
100IPE: Colombian Inatitute ot Nductliom] Reseiarah
LCCE: Colombian Institute ot Gchool Construclion
1CHES ¢ Colombian Inobitute tor Hipher Bducelion
1 CETEX: Colombian Institute tor Rducut.ional Credit.
COLCIENCTAS : Sceicnce and Technology Colombia Inititute
COLDEPORTES ¢ Youth and Sport Colomnbian Institutc
COLGULIURA Colombian Institute of Culture
&a@ grnanfﬁeqiunul Sector lLoans
@l
F'FTA & Urban Development Iinance 1'und
[LCYIke National Housing Apency
Fi'l [ndustrial Finance Fund
B0 BH I'ndus trial Development, Ingtituboe
INGIPOPAL National Municipal Development foaatitute
()04 554 Popular Finance Corporation
ROAP Higher School off Publlic Administration
ANID s National Statistics Departmoent
Other Abbreviations
BOR: Bank of' Republic (Centra) Hank)
MinDev: Ministry of Development i
DNP: Nutional Planning Department N
Minkin: Ministry of Finance i
CLAP: Inter-American Committee on the Alliance f'or Progress 5
TBRD: International Bank for Reconstruction and Development A
1DB: Inter-American Bank
[MIs Irternational Monetary Fund
(X} Consuliative Group
IS [ntensive Review Request
ChYss Country IMleld Submisslon :
LA Ingpector General of Foreipgn Asgistance ;
’ GAO: Generad Accounting Office
CAP: Caplial Asplstance Paver
DLC: Development Toan Comulttee




AGRICULTURAL SECTOR PROGRAM - 06_11
Funding During Y 1971
(in million: of poios)

Programmed Receipt/ MinA;:
Expenditure as pexr Loall
Apreement for CY 1971

A.I.D. 13,\\
coc L. f

Total ([

A.I.D, Releases to
GOC Treasury (k)

jource of Funds Received
by Entities During
cy 1971

1, National Budpet

Sector Loan Funds =)~
Counterpart Munds =0=
OLher fMunds [

Subtotal 1.7

2. Non-Budgetary

txternal Credit ()=
Internal Crcdin -0~
Trans fers -0~
Various -0

Subtotal -0-

Tolal

Program Shortfall as of
December 31, 1971
Carried Over into CY 1972

I'rom A, L, D. 13.0
From GOC 13.0

Total Chortiall 26.0

1o

.0

bll.e

hi18.0

-(.)-
{550
a11. )

;,\U..‘.. _l

~{ok=
> (3) =

A ¢
:.?L_‘ . x,)

I NCORA

30.0

1,010.0

1,040.0

15.0

h3.7

330.8

7.0 30.0
80.2 2D LNt

281.2

recuperations.

EXHIBIT A

Tolid

5.2
1hess5
L)

177.8

1,091.3

50.0
3;;);,.‘;

394 .4
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EXHIBIT B

CY 1971 AGRICULTURE SECTOR EXPENDITURES
BY ENTITY AND BY ACTIVITY - 06k
(in thousands of pesos)

Expenditure: g
Per Loan Actan
mntitics _Aprecmenl. lixpend i tiure: :
Ministry of Agriculturc
OPSA (Agric. Planning) 1,700 1,700 :
Yenetration Roads 12, 000 -
Supervised Credit 14,000 -0- ;
Subtotal 200 1,00
I CA ' r
Apricultural Kesearch 146, %00 163,000
Apricultural Extension Propgranm T, 600 ')Lt,()()o
Apricultural Extension Pilot Areas -0= 3, C00
Control of Quality of Apriculture
[nput: 61,800 15,000
T Supervised Credit CAJA AGRARTA 21,000 -Q-
@g" Other Activitics 110,200 128,900
Subtotal W18, 000 303, 900
INCORA
To Title and Legul Expensec ’;9_,9“(“ 54,303
EBigineering Works 330,000 28l 30l
Supervised Credit La0, 000 275,700
Technical Asslistance for !
supervised Credit 64, 000 78,259 ;
Othcr Activitico 100,100 -0~ !
sublobal 1,040,000 L/ 692,646 1/ \
Grand Total 1,485,700 1,059,243
i
l/ Excludes pesos recuperations frem sub-loan repayments :
amounting to 517,613, BSec also nurralive ol Purl V| - :
Interpretation of Financial Daca. ;
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CY 1972 AGRLCULIURE §lCTOR EXPENDITURES

BY ENTITY AND BY ACITVITY - 00k

(in thousands of pesos)

Entities

Ministry of Agriculture

OPSA
Penetration Roads
Supervised Credit

Subtotal
ICA

Agricultural Reseurch
Agricultural Extension Prograt
Agricultural Extension Pilot Areas
Quality Control of Apricultural

I nputs
Supervised Credit CAJA AGRARIA
Other Activities

Subtotal

Land Title and Lepal Expenses

Engincering Works

Supervised Credit

Technical Assistance f'or
Supervised Credit

Other Activities

Subtotal
1 NDERENA

Forestry Activities
Fisheries

Soil & Water Activities
Parks & Wildlife Activities
Other Activities

Subtotal

Grand Total

Lxpenditures
Per Toan
Agreenent

T, 300
30,200
28,200

65,700

256,000

169, 700
10,600

30,200
2,300
167,700

676,500

62,000
280,000
520,000

81,500

212,700

1,156,200

31,300
A7, 300
23,900

8,700

HI T QO0KE

143,800

2,042,200

EXHUBLIL ¢

Actual

Expenditures

PO —
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EXHIBIT D

CY 1972 EDUCATION SECTOR EXPENDITURES
BY ENTITY AND BY ACTIVITY - Q65
(in thousands of pesos)

Expenditures
Per Loan Actual
Entities Agreement Expenditures
ICFFS
Regional Integration 108, 000
Pedagogical Universities - Bogota 3
& Tunja 20,000 i1
ESAP 5,000 ;‘ 1
Faculties of Education 35,000 1
Polytechnic Ingtitutes 20,000 |
Graduate Programs 7,000 |
TEXUN 7,500 {
Documentation Center 2,000 - ® :
Research-Higher Educaticn 2,000 ]
All Others 22,500 {
Subtiotal 229,000
1CCE
Cuun LJ.'U.\J'\A.;.U.A :LZ T.-A..L.;.u.L:CAAL).AI\_C' UL
Scholar Concentrations 32,000
Complete-ITnconplete Schools 100, 000 :
Construction & Maintenance INEM's 80,000 ‘
Repair & Equipment of Satellite 1
Schools - INEM Program 50, 000
Texls & Audio-Visual Materials 18,000
Primary Teacher Education 18, 00
Teacher Education 7,000
All Others 135,000 i
Subtotal 410,000
ICETEX
Teacher Education Scholarships 11,500
Subtotal 11,500

(continued on next page)




BXITTAL D
Ceontinucd)

Expendl Lures

Pex Toan Actuul
Entities Aprecment Lixpenditinrey
COLCIENCIAS
Science Research (Grants-in-aid) 6,200
NAS =-COLCLENCIAS -ICFES T00
Promulgation of Science Information 2,000
Science Test Development 1,300
Information Documentation Center 5,000
All Others 8,100
Subtotal 23,300
ICOLPE
Research on Basic Education I, 500
Research on Social Problems Relaled e
to Education (Granti-in-aid) 1,500
Evaluation & Experimentation on 1'ench-
ing Materials & Educational
Innovations (Grants-in-aid) 3,500
Equipment & Materials 2,500
ICOLPE Building L, 000
% Subtotal il 6, 000
National University
Implementation of Four-Year Develop-
ment. Plan 32,300
Subtotal 32, 300
Ministry of Education
Planning & Technical Assistance I, GO0
All Others 7,100
Subtotal 12,000
Grand Total T6), 000
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EXHIBI 1

CY 1972 URBAN SECTOR EXPENDITURES
BY ENTITY AND BY ACITVITY - 063
(in thousands of pesos)

Progranmed {2
Ixp. Per - Actual |
Entitiecs Loan Agree. Expenditures
FFIU
Credit Operations f'or Inter-
mediate City Valorization
Projects 240,000
Grants=-in-aid for Municipal
Development Institutes 21,000

Other FIU Activities 80, 000 =
Subtotal 341,000 >
1CT
Lote with Services 33,000
Water, Sewerage & EBlectricity Fund 118,600
Housing Tmprovement 2,500
@ Minimim House Solutions 184, 600
Housing=Progressive Development 316,300

Subtotul 655, 000
FESAP Propgram 15,000
University Urban Study Centers 6,500

Subtotul 2l,500

)3
Information & Publiclty Activity
Promotional & Technical Assistance

of ndustrial Promotion Foundatlons
Promotional & Technical Avslstance
for the Development of Municlpal
Development lnstitutes
Loan Administration
Program Related Studieg
Other Urban-Repglonal Development
Unit Activitico

Subtotaul 9,500

No
e Bre&kdown

i

(continued on next page)
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Entities

K1

Credit for Intermediate City
Industry
Assistance for Regional Industrial

Development Foundations
Other FFI Activities

Subtotal

Grand Total

Proyrammed
Exp. Per

Loan Apree,
o AR L

175,000

20,000

260, 000

155,000

I, h82, 000

FXHTRTY |
(contimied)

Actual

Expenditures

o e e s e
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