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AID-DLC/P281 Revised 
August 28,1964
 

MEMORANDUM TO THE DEVELOPMENT LOAN COMMITTEE: 

SUBJECT: A.I.D. Loan 520-A-002 (DLF #63)
 
Guatemala: Rubber Production 

Problem: Commitments under this loan have been moving more slowly
 
than desirable and action to expedite comitments is considered
 
necessary. Additionally, an extension in the terminal date for re
quests for disbursement is needed if more than $2.6 million of this
 
$5 million loan is to be disbursed (Table 1). 

Backround: 

a. Initial Terms
 

The"project as originally considered by the Development
 
Loan Fund envisaged disbursements over a period of ton years, i.e.,
 
the funding of four seven-year growing periods spaced one year 
apart. Total projec-t costs were estimated at $41 million, of which
 
$12 million was estimated to be required from DLF funds. The 
initial $)5 million loan was intended to cover disbursements over the 
first four years of the project; the DLF anticipated that $4 million 
in additional funding wouldbe required, supplemented by 
$3 million in rollover funds generated by repayments from early 
sublonmo. 

The Rubber Production Loan was signed on August 17, 
1959, in an amount of $5 mlillion. The loan provided for one year's 
grace in principel. repuyments, with token semiannual principal re
poyments of $10,000 over a period of nine years, and repayment of 
substantial princ ipa_ in the tenth, eleventh and twelfth years. 
Original interest rnte was 5 3/4% . The loan was extended to the 
Bank of Cuatemalm, and procedures were established whereunder the 
BOG would make loun proceeds available to rubber planters 
through intermediate banking institutions. 
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b. Modified Terms
 

During the period 1959-62, the loan was practically 
inoperative. Rates to planters (6% during the first seven years, 
8% during the last three years) were high for a new crop with long 
maturity. Even so, these rates left the intermediate bank a maximum 
2% spread only diuring the last three years. Consequently, the Bank 
of Guatemala requested DIF to ulter the loan terms. This request and 
subsequent conferences and commrunicat:i.ons resulted in the following 
actions: 

i. DLF agreed to extend 
ing disbursements to 

the terminal date 
December 31, 1968. 

for request

ii. The 
for 

Dank of Guatemuala dropped 
managing the loan. 

its charge of 1/4 of 1% 

iii. An amendatory loan agreement was signed which reduced 
the DLF-charged interest rate from 5 3/4% to 5%and 
expanded the area eligible for planting. 

iv. Loan operating regulations were modified to establish 
subloan interest rates at 5% (capitalized) for the 
first seven years and 7% for the next three years. 

v. The Government of Guatemala established in the BOG 
a "Loan Guarantee Fund" as a mechanism for sub
sidizing interest rates and protecting the BOG 
against operating losses in administering the 
rubber loan (See Annex I). The Fund is financed 
through annual contributions of $].00,000 from the 
National Treasury starting in FY 1960-61 and 
terminating in FY 1966-67 for a total contribution 
of 0 700,000. It may be used as follows: 
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a. 	Payment of annual operating expenses to secondary
 
banks for authorized subl ans held by each bank at 
the rate of 2% per dnnmu.'1 

b. 	Paymnent at the rate of 0 10,000 semi-annually to
 
A.I.D. dur.ing the first nine years of the program.
 

c. 	Pay ent of ]/5 of i per year to the Bank of 
Guatemala computed on the basis of the outstanding 
portfolio of the program. 

d. 	Special bunkindj comnissions w.h:ich might require 
puymemL from this fund. 

e. 	The "Iwann:e, at the cnd of the program, will be 
utilized to repay possible losses resulting from 
su.loana de'aui.t, if any, or will revert to the 
GOG Coinunon Fund. 

c. 	Loan Procedores
 

Application C'or. subloans under the Rubber Development 
Loan mny be made to any pu'blic or private bank of the Guatemalan 
banking sys tem, but only four of twenty-seven nubloans approved to 

December 31, 1963, have been made by banks other than INFOP, and 
only one by a private bank. Upon receipt of such an application, the 
bank reques;ts an inspection by the National Agriculturu]. Institute 
(NAI) and its certification that the proposed planting site is 
ecol.oric:"ly suitable for rubber. Upon receipt of this certification, 
the 	bank processes the loan application like any other agricultural
 

A - This fee permits the secondary bank to make subloans at the 
primary loan rote of 5%, which is 6apitai-zed for seven years. 
The interest rate increases to 70 in the eighth year when sub

loan amortization begins and the fee is no longer paid. In 
essence, this nz',rangenent provides the secondary bank with a 2% 

spread during the sublo:n term, I.e., the 2% fee for the first 

seven years and a 2f interest spread during the last three. 
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loan, e.g., it reviews the application, determines the credit worthi
ness of the borrower, assures that sufficient collateral is available 

to secure the loan, etc. When satisfied that all is in order, the 

bank submits the subloan po.pr wit supporting documents to the Bank 
less than $100,000, theof Guatemalu0 If the requested amnL is 
Ii the amount is $100)000Bank of Guatemhla uathorizes the sut1.oan. 

or more, the Bu ai Guatema.a requests US AID Mission review and 
of (uatemaln authorization, theapproval. Upon i-.ci'pt of Bank 

bank grunts the s tAloUin. 

The sui)lc!r1 is disbursed in i salnulments over a seven-year 

period. For exnumie:
 

Year yyrpos Qcre
 

Ist Clearing, plunts, plunting, weeding $ 66.50 

2nd Replunting, weeding, pruning, pest control 20.70 

2rd Pruri._g, weeding, pest control 13.60 

ith Pruning, weeding, pest control- 11.80 

9.00
5th Pruning, weeding, pest control 

6th Pruning, weeding, pest control, housing 
56.40processing plant 

7th Opening, mapping,.tosking, tapping, 
49.00 weeding and pest control 

TOTAkL 227 .0 

During this seven-year period, the subloan borrower is 

charged 51, interest, which is cnpi.alized. During this same period, 

the bank receives o 2§ fee on the disbursed amount from the Loan 
interestGuarantee Fund. Amortizntion of the subloan and capitalized 

eighth At interest rate to thebegins in the year. this time, the 


subloan borrower :is increascd to '(and the 2% fee from the Loan
 

Guarantee Fund ceases. Amortizaion is currently established at 30
 
40 in the tenth year.
in each of the eighth and ninth years and 
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d. Utilization 

Modifications of the terms of the Rubber Production Loan 
in 1961 stimulated renewed interest in the use of this loan. By 
December 31, 1963, 162 applications had been received, resulting 
in 27 subloans committing $2.7 million, with 33 applications for 
$2.0 million in various stages of processing: 

Applications Received .......... s .. .... .. .. .... ... ..... 162
 
ApplIcations Rejected ........... ....... .o. ..... ... . .48 

Land technically disapproved (33) 
Poor credit rating (3) 
Lack of land title (12) 

Applications withdruwri by applicants ............... 54.
 
Applications approved by Bank of Guatemala ........... 27
 
Appli'.ati ans in proccss ............................ 33
 

Approved by INFOP ( $1h2,000) 
Under study by $INFOP $275,000) 
Appiroved technically by NAI ($1,264,000) 
Under investigation by NAI ( $380,000) 

The twenty-seven subloans are distributed by size as 
follows: 

Less than 110.5 acres (i caballeria) 7 farms 650 acres 

110.5 to 221.0 acres (2 caballerias) 6 farms 1250 acres 

221.0 to 331.5 acres (3 caballerias) 6 farms 1870 acres
 

331.5 to Wi'2.0 acres (h caballerias) I farms 1770 acres 

More than 442.0 acres )i farms 5840 acres 

The estabiishment of plantations of less than 100 acres is 
not believed to be desirrble in Guatemala until rubber production 
and processing is more (',neralized throughout the approved planting 
zones, since 100 acre- is tihe minimum area which will. support a suit
able latex processing plant. Also, landowners capable of developing 
plantations of this size presumably have the managerial competence 
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needed to assure the successful development of the plantation, thus
 

reducing the risk inherent in planting a non-traditional crop. Only
 

two subloans have been approved for plantings of smaller size. One
 

of these is located within a short distance of established producing
 
own so should have noplantations with their processing plants, he 

trouble in sellir g liquid latex. The other firmer is repaying the 

first paymients made from his subloan and will. complete plantation 

development on his own, using more rudimentary processing methods 

until a processing plant is established in his area.
 

withdrawn by applicants include applicationsApplications 
made with little Intent to follow through, applications withdrawn 

when the owner recognized his inability to comply with the guarantees 

required by INFOP, withdrawn because of the time required for process

ing. Many of these applcants subsequently obtained other financing 

and estnbli.hcd rubber plantations. 

e. Utf]ization Rate 

subloan reached $2.7 millionCommitments by agreements 

on December 31, 1963, or an average rate of more than $1 million 

per year since the loon became truly operative. Disbursements under 

the Rubber Producti on Loan lag behind subloan commitments since the 
are over conformsubloaln pnyln-.nts made a seven-year period to to 

annu-l costs of planting and developing the pl.itation. Therefore, 

the maxiiniun amount which could qualify for disbursement under the 

present terini,,a date for requests for disbursements wouldbe $2.6 mil-

Table 1 also projects the anticipated utilizationlion. (Table 1.) 
.oan disbursement if the recommendations made inrate through full 

this paper nre implemented. 

f. Economic Fetsibi].ity 

Rubber production in Guatemala continues to be a 
The Central American Conuon Marketfundamentally sounid proposition. 

in 1962 hod a net import of bulk rubber, tires, tubes and related 
equivalent to the productionproducts of more than 12,000 metric tons, 

from about 18,000 acres. By a trade rule-of-thiunb, rubber consunption 
to 2 ,000 tons by 1972could be expected to double each decade, e.g., 

and 48,000 by 1982. The maximun additional acreage which could enter 
(21,000 financed fromproduction by 1972 is estimated at 42,000 acres 

During thethe Rubber Production Loan, 21,000 privately financed). 
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early 1970's, yields are estimated at 1200 lbs. per acre, or a total
 
production of 23,000 metric tons. 
As these plantations mature, yields

should advance to 1500 lbs. 
or more, or a total production of about 
28-30,000 metric tons. 

World ruLbr prices are stcaly at about 250 per lb. and 
are not expected to drop below 20 in the next ten years./ Central
 
AWnrican prices a'e uu'ently about 2V per pound higher than world.
prices, reflectinlG transportation costs on imported rubber. Cost 
am)lyses indicate that Guatenala could compete satisfactorily on the 
world market at vuch lower prices: 

Yield per Acre 
!200 lbs. 1500 lbs. 2000 lbs. 

All Co.st ( 
)iMr.'eut Prcduct
(cts/lb.)' 

tc /b.) 
ior cos ts 

1.20 

9.7 

10. h 

8.4 

8.3 

6.8 

I - Recent. st.o:.ement by Sir G. Edward Beharrel, Chairman of DunlapRubber and interna'tionally recognized authority on rubber 
marketing: 

"Dealing with the various types of rubber, natural and 
synthetics, now available to consumers, it would appear
that the real advantage and potentiality of natural 
rubber may have beon underplayed relative to the 
prominence recently given to man-made materials. There
fore, it should not be too readily assumed that victory
in a pr.ce war would go to synthetic rubber, and our at
titude. in this respect is best summed up in the decision 
of' the t.o:rd to es;tab1ish another plantation in Nigeria
and to 2anh:inue tihe extensive replanting program of the 
Malaya 'ousidlary.'" 

At this time, L,, 'oil wing rubber companies are currently 
establ] ishing .c;w plar Ltions: 

Goodyear - Ountemla & Brazil U.S. Rubber - Brazil
 
Firestone - Brazil & Philippines Dunlop - Brazil & Nigeria 
Goodrich - Liberia 
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g. Techni.al Feasibility
 

A program of rubber introduction, testing and breeding,
 

initiated in 1943 with USDA assistance, continues,to the present time.
 
Two zones, totalling more than 400,000 acres, have been investigated
 
and approved for rubber planting: (I) the Pacific Slope is
 
characterized by ecological conditions which prevent development of
 
the South kne c:n Leaf ]Blight and permit use of high yielding clonesL 
of Eastern origin; (2) the North Coast and related areas of the
 
CaribLeau,Lowland have a more favorable rainfall distribution, but
 
the development of the South Americon Leaf Blight requires the use
 

of resistant, lower yicuding clones, or of wore expensive but higher
 
yiel ding thrce-componont trees. The lower yields or more expensive
 
trees orte somewhnt offset by lower land costs.
 

Guatemulia has perhaps the mocst advanced program of rubber 
breeding and testing in the Americas. All clones recommended for 
planting have been tested in Guatemala for at least twelve years, 
with ,lea,st eight ye-Nrs tapping record, and genetic origin of 

planting stoc'k :is controlled by the National Agricultural Institute 

(AI!.. Irdivi ("m] plinml:,gs are normally made in five blocks of 

the flive highest yielding Eastern or Western clones depending on the 
locat ion and the manngerial cempt ence of the planter. Average 

tested yield of the Eastern clones is over 1600 lbs. per acre; 
Western clones average more than 1100 lbs. per acre. Several 
clones now in the Iast years of the yield test are far superior 
to these averages; if they hold up throughout the eight--yenr t.st, 
they will be added to the recommended list &ad will substitute for 
lower yielding clones. 

- Aclone is the term applied to genetically pure plant propagat
derived from a single ancestor by vegetative reproduction.
ing material 

Clonbi. material is budded onto seedling rootstocks to provide plant

ing stock of known productive capacity. 

The planting area is divided into five equal units, or blocks, 

each of which is planted ito planting stock from a single recommended 
cl.ove, so that the resulting plantation. includes one bl.ock each of 

the five highest yiel.ding clones. This t6nds to offset minor 
ecological variations from the norm of the yield testing area. 
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Technical assistance of high quality is available to
 
planters. The first step in processing of subloan applications
 
is a certification by NAI technicians (to date this inspection has 
been made by US AID technicians)that the proposed planting site is 
ecologically suitable for ruliber production. The Guatemalan rubber 
production program was dcvklcped with the guidance of USDA and 
US AID technicians ,ho conti.nuC to advise on all aspects of the 
research, extension and de",clopirent p-'ograms. Afteir the loan has 
been approved. N i. LechnicJans provide advice on planting stock, field 
layout, and cultur;-11 practi ces. Normanilly, each f'arm is visited 
three times durln,.., the first year and at least once a year there
after. Short cou;rses are provided to plantation owners, managers and 

workers on p. antaL ion and firsery maragrient rubber tapping and 

processing, etc.
 

Rot enough time is 	 permit rubber plantedL,.ps.:ii 
undo.r th, loan to enter prdii,tion. however, several p].antings made 
in the late 19!;-O 's and latier by Ijres':on1e, United Fruit, the GOG
and 	private growers totulling about 1000 acres have been producing 

satis factorily;, for several years. 

Problem-,-,- :~d u Moj-c Flaiid U1tili zation 

The statl us of this loan was discussed at length among 
AID/W und US AID personnel, and Guatemalan banking officials in 

mid-April. Information dcveloped prior to and during these dis

cussions rerealed the following factors which limit accelerated 
coimmitmert of' remaini: ng funds: 

i.. 	 Inadequate Service Charge. The present feE of 2% per 

anniumi is insuffi cintly attrative to the coimercial bank
ing system, and only INFOP, as a government institution, 
is prepared to process loans for this fee. The lack 

of participation by banks other than INFOP is a major 

factor in delaying colmnitmcntp, and: may be responsible 
for ellimination of many applicants who cannot arrange 
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own bank.Llsecurity except through their 
Bank of Guatemala officials state that a 4 spread is 

required to encourage private banks to participate 
actively in this program. A.I.D. concurs in this 

were 	made, commercialassessment; althoigh no commitments 
banks indicated in informal discussion that they would 
be wil.ling tc process rubber subloan applications if 

provided a 4% spread. 

ii. 	 Level of' Risk. Although Bank of Guatemala has 

authorized INFOP to accept crop mortgages and/or 
guara:rcees instead of land and buildijng mortgages and 

to x'se the anticipated increase in land values in 

calculating security, IIOP has been afraid to make 
l.and 	 sad building mortgage guarantees.sublkano without 

Rubber is a relatively new Guatemalan crop and its 

devel.-cpaent requires a longer period of investment than 

is trA:dItional for agricultural loans in Guatemala. 
Althoug-n the Loan Guarantee Fund was intended partially 

t6 encourage more liberal terms, it has not been 
entirely effective in its present form. The Fund does 

not protec. the intermediate bank- until the liquidation 
of the Rubber Production loan, since ciher uses of the 

Fund have priority over risk guarantee. Thus, in the 

event of any default by a sub-borrower, INFOP's legal 

reserve with the Bank of Guatemala is debited. 

Although INFOP is agreeable to (and indeed has accepted) crop 
in land values cJllateral inmortgages and potential increases as 

calculating total security requirements, they still insist on a land 

and building mortgage to cover disbursements for the first year 

L - It is a common practice in Guatemala for farms to be entirely 

mortgaged to a bank for a loan of considerably lesser value. 

Since second mortgages are virtually unknown, this disqualifies 

the property for use as security by another banking institution. 

However, A.I.D. understands that the holder of the first 

mortgage may grant additional loans to the farmer, using the 

original mortgage as security. 
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(about one-fourth of total disbursements). They feel that
 

land is the only adequate security against 
misapplication
 

Initial ]and clearing and plantingof loan funds in the 

and could not accept the risk of lesser
operation, 

the Loan Guarantee 
guarantees with the current 2% fee unless 


Fund provided immediate coverage.
 

can be largely resolved by
These interielated prublems 

the A.I.D. Rubber Production
reducing the interest rate on 

31. The 21(spread !thus achieved, added to 
Loan from 5Y to 
the 21 fee no: paid from the Loon Guarantee 

Fund, would
 

provide the secondary bank with a 4$/ spread which should be 

the service charges and ordinary com
adequate to cover 

interest subloansHowever, since the o
mercial risks. 

for seven years, the additional 2f spread
is capitalized 

to ie paid io the secondnry bank in essentially
would have 

order permit
sam'e mnner ns the current 20 fee in to the 

the 
cnverage. Otherwise, it 

secondary boho to fund its rink 

risking interest us well as capital. This pay
would be 

Bank of Guatemala or 
ment could be made directiy by 'he 


by the GA. Interest occrucd on capitalized interest
 
to the
to its original source (i.e.,should revent 

to 
agency paying interest to the secondary bank in order 

subloan borrower to capitalize his interest)permit the 
windfall to the secondary bank or the 

in order to avoid a 

other agency.
 

.ii. Short Amo'.ortization Period 

for repayment
The current t;hree-year amortization period 

inodequate
of capital nnd cpitalized interest provides 

for a d-cl no in runbor prices or low y~eids (Table 3).
margin of themodification
An exienpsion of the repaynent period and 

this would permitas outlined in tableamortization table 
Zcared to a conservativeof paymentsincreasing scalean 

as as 16V per pound.at prices lowproduction schedule 
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Recomendations: 

On ,the, basis of the foregoing, 
be Amended''as follows: t 

it is recommended tt th oan 
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which pays a 2* fee to secondary banks handling
 
Rubber Production Loan subloans in order to main
tain a 5% interest rate to subloan borrowers. How
ever, quaitative action is required 'by the GOG to
 
ossurc t.int the above-recommended modifications to
 
the loan achieve their 1ppropriate ends.
 

(i) Thercfor ., i.t is recommended as a condition to the 
ot+sed lte rms that <re US AID, the .Bank of 
(~ttenaia. and Coverunent should conduct a thorough 
joint review of all loan regulations and procedures 
with appropniate moG.lfications to asslire effective 
local i.?;4lemetation of the loan at all levels. 

(ii) 	 As a furt.iher condition., A.I.D. will require 
satisfactory cvidence from the COG that appropriate 
procedures a.x bei.,-g established so thaf the 
intermediate credil insti.utions will receive a 
J4 , spreacd on a current basis. In effect, this 
means that the GOG or the BOG wi1 have to advance 
an add:ilonal 2% (in addit-ion to the amount already 
provided by the Guarantee Fund), However, the 
addi.ti ona 2?., as rioted in the paper, will be in the 
nature of an advance ra-ther than a subsidy, and will 
be repayable to the original lender after the 
grace 	period at compound interest.
 

DRAFTED BY A.Brown:US AID/G urphy':LA/CD 

Clearances: 	Plforribost] :GC/LA > 
KPSteins :CEN/1." 
SGrand :IA/CD 
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AID-DLC/P-281 Revisgd 
ANNEX I, Page 1 of b 
August 28, 1964 

GOG IDAN GUARAVTEE FUND 

The Rubber Loan Guarantee nd (Indo de Garantia del Prestamo 
del Hule) was legally established by the GOG Ministry of Finance and 
the Bank of Guatemala through Pablic Docnent 596 of June 12, 1961, 
and its ii:;, .ementation initiated through a regu.latory document 
approved on February 19, 1962. The term "Loan Guarantee Find" is 
somewhat misleading, since the F.nd does not in fact guarantee repay
ment of' the rubber loan. Its primary puriose is to provide a mechanism 
for subsidizing, interest rates to s.abloain borrowers from the Rubber 

' Production Toan and to protect the Bank of Guatemala against operating 
losses in admninistering that Inha. 

The Fund was established primarily to allow rubber planters to 
obtain subloans under the Rubber Production Loan at the same 5% 
interest rate charged by DLF- by providing a 2% fee to secondary banks
 
to cover administrative expenses and covering acbninist;ative expenses 
of the Bank of Guatemala. It may be used for the following purposes: 

1. 	 Payment of' annual operating ex-penses of secondary banks
 
handling subloans for rubber production at the rate of
 
2% per annuzm of their rubber subloan portfolio.
 

2. 	 Payment of token capital amortization payments to DLV at 
the rate of' $10,000 semi-annually during the first nine 
years of capital repayment. 

3-	 Payment of 1/5 of 1'b per annum to the BOGP paid monthly 
and computed on the basis of the outstanding portfolio of 
the Rubber Production Loan. 

4. 	 Payment of special banking conmmissions which may require 
payment from this Fund. 

5. 	 The balance remaining in the lnd at the end of the rubber 
production program will be used to repay possible losses
 
from administration of the program, including defaults on
 
subloans.
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The Fund will exist throughout the life of the Rubber Production 
Loan. Upon completion of that Loan and payment of all debts incurred
 
by the program, the balance will be transferred to the GOG Common
 
Fund account in the Bank of Guatemala.
 

The Fund is financed by seven annual contributions of $100,000 

each beginning in FY l960-63. and terminating in Y i966-67 for a 

total of $700,000. Tiiese contributions are automatically deducted by 

the BOG from COG accounts in the Bank of Guatemala. The status of the 

Fund on August 3, 1954 , was as follows: 

Income 

Quotas paid by COG 
Accrued interest 

Total Income 

0409,580.00 
9,879.71 

0419,2159.71 

Expenses
 

Adinistrative expenses of 
secondary banks (2%) 0 32,972.38 

BOG service charges 4,340.58 
37 312.96Total Expenses 


Net Balance 0382,146.77 

All seni-annual amortization payments made to AID have been 
withdrawn from other accounts of the Bank of Guatemala and not from
 

could charge the Ftund. These payents arethe Fund, although the Bank 
recuperable upon repa ment of the subloans. The Bank, rather than the 

Fund, also pays the interest on the Rubber Production Loan. 

The following table presents a theoretical cash flow of the Fund 

through the period of nominal loan principal repamnants based on plant

ing schedules presented in Table 1, without considering the interest 

accumulating to the Fund's credit or the payments to the Bank of 

Guatemala for services, which tend to offset each other:
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2% Fee to Amortization Cumulative 
Year Secondary Banks Payments Charges Income 

1962 4o 20,000 4o 100,000 
1963 
1964 
1965 

17,540 
22,16o 
33, 330 

20,000 
20,000 
20,000 

17,580 
59,740 

113 070 

i00,000 
100,000 
10, 000 

1966 4.4, 900 20,000 177,790 100,000 
1967 
196 8 

57,040 
66,960 

20, OCO 
20,000 

255,030 
341, 970 

100,000 
I00,000 

1.969 38, 100 20,000 400,070 
1970 28, 600 20,000 448,670 
1971 19, 3U) 20,000 488, 010 
1972 7, 280 20,000 515,290 

Totals 335,2290 180, 000 700,000 
-515, 290
 

Available for risk coverage i.84,710
 

This table is illustrative only; if the Bank of Guatemala 
continues to make amortization payments from other accounts funds 
available for risk coverage would be increased accordingly. 
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DS 63 (GUAME.ALA: _cubber Production) 

STATUS OF SUBLO.N CQ-_.E.TI.S (PART A) AD 

PR0JTCTIMN OF SUBL0AN C.CIIT}.% S T RC.a FULL LON UrILIZATION 

(Based on Bank of Guatemala Report of Decenber 31, 1963) 

(PART 3) 

g 
t 

PART A" 

1959-61 
1962 
1963 

SUBLOh.NS AYCUNT UNDRAWN 
GPX =-D DRAWN TO -

'oe~cit 737F 1964 19,65 l966 1967 

(Actual S-bloan c=nitmentz apprced by Bank of Guatenmala) 

54.2 1 6.0 2.0 2.5 0.5 0.5 0.5 
7413.3 I! 1834.0 874.5 11.0 167.0 273.6 2-5.6 
3814.1 15 878.5 231.2 1l7.5 63.5 59.2 81o2- 2 

A M O U N T S 

1968 1969 

- R e payment
102.3 - R e n 
177.0 118.9 

33"D 

a y m e 
- R e 

1971 

n t -
p a y m 

1972 

t -

3-93 97 

Sub-Total 

PART "B4 

-964 
1965 

1966 

11381.6 27 2718.5 1107.7 291.0 231.0 333.3 357,3 279,2 116.9 

(Additional Subloan commitments projected thraugh nill loan uti'lization at 4000 acranw/year 2/ 

4000.0 908.9 266.1 83.2 54.3 47.4 36.2 226,2 
Wf0.O 908,9 266.1 83-2 5i1*3 47.4 36.2 

2050.0 463.7 136.3 L2.7 27.8 22.3 

3_5.5 
226.2 

18,6 

- R e p a y me a t 
195.5 - R e p a y m 9 n 
115.5 100.2 -R e p a y 

t 
ae.n -

Sub-Total 

.O"TAL 

10050.0 

21I31.6 

2281.5 

5000.0 1107.7 

266,1 

557.1 

349-3 

580.3 

273.8 

607.1 

1U..L 

501.7 

111.4 

390.7 

284.7 

403.6 

40.3 

440.3 

311.3 

3110.3 

100.2 

100.2 

!/ Estimate is conservatively based ci 3963 cawaitz.ant rate, 

5~//1'64. 

0 



C TRAL P E R!CA 

I1.,ORTS A:,-D EXPORTS OF RUBBER AI;D RUBBER PRODUCTS (1962) 

(Tercer Compendio Estadistico Centroamericano - S-ECA - October 12, 1963) 

Bulk (new) 
Bulk (used) 
Tires,Tubes, & 
Related Products 


Sbtotal 

Other Rubber
 
Products 


Total 


1-I 

Bulk-new and used 

Tires, Tubes &
 
Related Products 


Suboctal 


Total Guatemala 
1934 1460 
72 42 

11012 4756 

13018 625b 


84L 186 

13e62 6444 


Total *uatemala 
439 100 


397 392 


b3b 492 

Other Rubber Products 283 7 
Tctai 1119 499 

NE3FR AND SZE OF 
Co unt ry 
Guatemala 
El Salvador 

Honduras 

Nicaragua 
Costa Rica 

fIimpcrts CYetric _ons) 
COIM20:*-" 

El Salvador 
302 

2 


2070 


2374 


213 

25b7 


1.A=PT 

Honduras 
2 
2 

Nicaragua 
137 
9 

Costa Rica 
33 
17 

Panama 
3 
-

1295 1371 1519 l98h 

1299 1517 1569 1987 

79 
1376 

184 
1701 

167 
1736 

99 
2CFC 

E:PORTS (Metric Tons) 
COMMON MLA=.T
 

El Salvador Honduras Nicaragua Costa Rica Panama 

16 109 - 213 

5 .-.
 

21 109 - 213 !6 
- - I 

21 109 - 21 18 

CEETRAL ARICAN RUBBER PROCESSN. iDUSiES
 
Nufber Annual Product Value
 

11 $731,000 (l958)* o.. 

5 Li.co00 (1956) 
6 298,000 (1960) 

6 07.000 1953)
 
!9 808,000 (1957)


*Year in parentheses indicates year of industrial census supplying 


data. A substantial increase in size of operation and value of ON
 

product has occured since these dates..
 

0 



=- SF-T RUBBER LOAI REPAYT-1- SCFHDUE (Per Acre Basis) 

of Interest on Sub-Total Total Minim,Estiate of Estimated Esti-mated Total % Peay-, At. 
for Loan Annual Sales Price
Year from Production cost of Cost of Prod. me - Repay--ent BorrowedI 

Field Planting Lbs.peAcre Prod.per -perAcre of nn Boirowed Capital and E..enses to Cover 

Loan Cacital Interest mer Acre Total ObligaLb.Basis 

tions
 

0.241

6th Year 700 0.12 81;.00 30 CC.O6 16.3 s ;.l9 .9 l 

_. 11.11 79.17 169.17 C.1889th Year o 0.10 90.00 30 65.06 


10th Year 1000 0.09 90.00 40 90.74 6.35 
 97.09 187.09 0.187
 

0226.86 33-59 

OPTIONAL REVISED RUBBER LOAN7 ?EAM.T SCIEU

8th Year 700 0.12 84.00 57' 11.35 i 16.13 i 27.48 , 111.48 0.159 

9th Year 900 0.10 90.00 15- 34.02 15.08 49.10 139-10 0.155 

1L8.07 0.14810th Year 1000 0.09 90.00 20% 45.37 12.70 58.C 


11th Year 1100 0.09 99.00 25e 56.72 9.53 
 66.25 165.25 0.150
 

84.96 186.96 0.156
12th Year 1200 0.085 102.00 35% 79.40 5.56 


0226.86 j 59.00
 

02 

U.' 

C' 
0 
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AID-DLC/P-281/A Draft Revised
 

ANNEX IIPage 1 of 3
 
AMENATORY LOAN AUTHOR1ATION
 

Provided from: Deveopmet Loan Funds
 
Guatemala Rubber
 

Pursuant to the authority vested in the Deputy United StatesCoordinator, Alliance for Prcgress, by the Foreign Assistance Actof 1961, as amend.,d, and the delegaticns of authority issuedthereunder, and ha-,in g taken into considerationi the Resolutionof the Development 1oani Fund 2oard of Directors DLF.Lc/P-128,dated June 211, 1959, as amended Novenfoer 29., i60, I hereby amendsaid resolution to read as follows: 

"MflBPtiS, the Rcpiiblie of Gx,.temala (h.Ire:inafter called the"Applicant") has app'.i.d to the D.ve].opmnent Loan Fand (hereinaftercalled the "D.LF ' ) fc.r e lo-in from the DLP to assist in financingthe putting into produc-::t:on of nibber, by private investors,approxi-mately 80Y 00 
of

nc.re.3 of technically suit.'ble land inGuatemala (such putting into production being hereinafter called
the "Project"); and 

"WIMPE'Ss, such a loan wou.d assist, on a basis of self-helpand mutual cooperation, the effoxts of the peoples of Guatemalato develop their economic resources and to increase their produc
tive capabilities; and
 

"r-MPiS, this application is eligible forauthority provided a loan under thein Title II of Chptcr II of the Mutual Security
Act of 1954., as amendea; 

"VIOW, TILUE-OREo DE IT FI.OSLVD that there be -and thereis authorized herebythe establisnint of a loan by the DIF to the Bancode Guttma.a or other <rrency of the Applicant selected 'by theManaging Director of the DLY of not -to exceed five million dollars($5,000,000) to assist in financing the foroign exchange andloca-. currency costs of acquiring equipment, iterials andservices required for the Project, this loan to be subjcct to
the following terms and conditions: 

UNCLASSIFIED
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"I1. Interest,
 

"(a) 	On all balances outstanding on the loan to finance subloan
 
or other commitments entered into by Borrower on or before
 

the date on which Borrover and the Agency for International
 

Development ("A.I.D.") enter into a Second Amendatory
 
Agreement ("Aiaenduient Date"), "intere,,;t shall accrue at a 
rate of not less than fo,:x .nd three-uarters percent 
(4-3/4,) p r ium nor n:oxe than five percent (5f) per 
annum. interest shall 'be payable seni-annual].y, the first 
payment to be due on a date no later than six (6) months 
after the d&,te of the first disb-ar.e ment under the loan. 

"(b) 	 Interest on th bal]. .ice of the .ooq h.mll accXu'te at a rate 
of three rnrcent (3,,j per annun. Such interest shall be 
payable semi-e'.xn.lly., the firs.t payment to be due on a 
date no later thn six (6) month after the date of the 
first disbur-siment to ftnance subloan or other commit
ments entered into &f'er thz Amendient Date. 

"2. 	 Terms of Repnyment of PTrincipal. DLsbursements under the loan 

shall be retayable in twenty, ef.ht (28) successive semi-annual 
inst-al.1prants, the first of w.hicb shall 'be due and payable on a 

date no later than one (1) year aftey the date of the first 

disbur,-cinent under" The Tha-i. Each of the first eighteen (18) 

insta lments of rcpaymczr of principal shall. be in an amount 

of not less than ten thoosand dollars (00,000). 

"3. 	 Cur-rea;cv of Retaymn-t. Provision shall be made for repayment 

of principal and payment of interest in euxrency of the United 

States of .mnerica. 

"1 , 	Other Terms and Conditions. 

"(a) 	 No more than $100,000 of the flunds made available under
 
this loan shall be used to finance any single private
 
investor without the approval of the DLF or A.I.D.
 

UNCLASSIFIED
 



UNCLASSIFIED 
ANNEX II, Page 3 of 3
 

"(b) 	The interest rate charged to private investors with respect

to items financed under this loan shall not exceed by more
than 	four percent (4%) per annum the interest rate charged
the Applicant on this loan. 

"(c) 	 Applicant and the B.rnk of Gu,.temala shall agree to conduct
with A.I.D. a joint review of al.l ubloan regulations and
procedures with a view Lowrard expediting effective imple
mentat:Lon of t'..e Project. Such review shall take place
promptly after the Amendment Date. 

"(d) 	 Prior to th-. first di b-wrseent to finance sublozan or
 
other co.ii.tmen 
 :s. erit.red into after the .mendment Date,
Borrower shall s3ub-i t e1denoc that procedures have been
established to assuxre tl2,at Lia.exiediate credit institutions
participating in the P.rojcicL. will. 'eceive an interest
spread. on sublo-ns financed. tinder the loan of no less thea 
four 	percent (11) on a c-orxent basis. 

"(e) 	 Such other terms amd conditions as the DF or AoI.D. may
deem advisable, including appropriate provision with respect
to a terminal date for dis'b.rscments inder the loon. 

''RESOLVED FURTHER, that 	the Managing Director., or any representative 	to vhom he shall delegj.te' this authority, be and he is herebyauthorized to execute for the DLhF or A.olDo silch agreement or agreements and to take such other az.ztions as he may deem necessary orconienient, consistent uith this ol'o L.ion aeand the authorities
provided in the albove-cited Act., to carry this Resolution into 
effect." 

Deputy UJ.S. Coordinator 
Alliance for Progress
 

Date 

http:delegj.te



