


DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOFMENT
Washington, D.C. 20523

AID-DLC/P-281 Revised
(Ref.DLP-LC/P-128)
August 28, 196k

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTER
SUBJECT: Guatemala - Rubber Production (A.I.D. Loan 520-A-002)

Attached for your review are the revised recommendations for
authorization of an amendment to the subject loan.

This paper has been revised in the office of LA/CD following
the discussion of the loan by the Development Loan Staff Committee at
its meeting on July 31, 196h,

Helen E, Nelson
Secretary
Development Loan Committee

Attachments: (Revised)
Memorandiun
Amexes I and 1I

Distributed July 29, 196L:
Memorandum
Ammex I



UNCLASSIFIED

AID-DLC/P281 Revised
August 20,1964

MEMORANDUM TO THE DEVELOPMENT LOAN COMMITTEE:

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

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

Background:

a. Initial Terms

The" project as originally considered by the Development
Loan I'und envisaged disbursements over a period of ten years, i.e.,
the funding of fouwr seven-year groving periods spaced one year
apart. Total project costs werc estimated at $hl million, of which
$12 million wus cstimnted to Le required from DLF funds. The
initial $9 million loan wvas intended to cover disbursements over the
first four years of the project; the DLF anticipated that $4 million
in additional Tanding wvould be required, supplemented by
$3 million in rollever funds generated by repayments irom early
subloang.

The Rubber Production Loan was signed on August 17,
1959, in an amount of $5 million. The loun provided for one year's
grace in principel repoayments, with token semiannual principal re-
poyments of $10,000 over & period of nine years, and repayment of
subslantial principzl in the tenth, eleventh and tvelfth years.
Original interest rate was 5 3/h%. The loan wvas extended to the
Bank of CGuatemala, and procedures were established whercunder the
BOG would malie loun proceeds available to rubber planters
through intermediate banking institutions.

UNCLASSIFIED



-2~ UNCLASSIFIED

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. Iven so, these rates left the intermedlate bank a maximum
2% spread only dwing the last three yecars. Consequently, the Bank
of Guatemala requested DLF to ulier the loan terms. This request and
subsequent conferences and communications resulted in the following

actions:

i,

it.

iii.

iv.

DLF ogreed to extend the terminal dete for request-
ing disbursements to December 31, 1968.

The Bank of Guatenula dropped its charge of l/h of 1%
for maneging the loan.

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

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

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 $100,000 from the
Nationol Treasury starting in FY 1960-G1 and
terminating in FY 1966-67 for a total contrihution
of Q T00,C00. It may DLe used as follows:
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a. Payment of esnnual operating expenses to secondary
banks for authorized sublyans held by each bank at
the rete of 2% per dnnum.’l

b, Payment st the rate of d 10,000 semi-annually to
AT Dy during the first nine years of the program.

c. Payment of 1/5 of l% per year to the Bunk of
Guatemala compuled on the besis of the outstanding
portfolio of ithe program.

G. S8pecial banking commissions which might require
puymenl from this fund.

e. 'The balance, at the eud of the program, will be
utilized Lo repay possible losses resulting from
subloan default, if any, or will revert to the
G0G Common Fund.

¢, Loan Procedures

Application for.subloans under the Rubber Development
Loan may be made Lo any public or private bank of the Guatcemalan
banking systom, but enly four of twenty-seven cubloans approved to
Decomber 31, 1963, have been made by banks other than INFOP, and
only onc by a private bank. Upon receipt of such an application, the
bank requests an inspection by the National Agriculturul Institute
(NAL) and its certificetion that the proposed planting site is
ecoloricutly suitable for rubber. Upon reccipt of this certifiication,
the bank processcs the loan application like any other agricultural

————— e i ot

Zl - This fee permils the sccondary bank to make sublouns at the
primary loan rote of 56, which is capitalized for seven years.
The interest rale inercasces to 7% in the eighth year when sub-
loan smortization begins and the fee is no longer puid. In
essence, this oyrangement provides the secondary bank with a 2%
spread duriug ihe subloan term, i.e., the 2% fee tor the first
seven years and u 2% 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 avallable
to secure the lcan, ctc. When satisfied that all is in order, the
bank submits the subloan paper with supporting documents to the Bank
of Guutemalu. If the requested amoont is less than $100,000, the
Bank of Guatemula natherizes the subloan, Tf the amount is $100, 000
or more, the Bani ot Gustemula requests US ALD Mission review and
approval. Upon r12ceipt of Bank of Guatemsla authoritzetlion, the

bank gronts the sutloan.

The sublcnn is disbursed in instuellmenis over a seven-year
period. Yor exsmplo:

Yeur Purpose §ZAcre
1s1: Clearing, plunts, ploenting, weeding $ 66.50
2nd Replanting, weeding, pruning, pest control 20.70
2rd Pruni..g, weeding, pest control 13.60
HER) Pruning, weeding, pest control 11.80
5th Pruning, weeding, pest control 9.00
6th Pruning, veeding, pest control, housing

processing plant 56.40
Tth Opening, wapping, tesking, tupping,

veeding and pest control 49.00

TOTAT $227.00

During this seven-year period, the subloan borrower is
charged 5% interest, which is capitalized. During this same pericd,
the bank receives a 2% fee on the disbursed amount tfrom the Loan
Guarontee Fund. Amortizatlon of the subloan and capitalized interest
begins in the eiphth year. At this time, the interest rate to the
subloan borrover is ineresscd Lo % and the 2% fece from the Loan
Guarantee Yund ceanses. Amortization is currently estublished at 30%
in each of the eighthi and ninth ycars und 4% in the tenth year.
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d. Utilization

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

Applicetions RECEIVEAsasvoesenvacasvresvasrssssnnsoassenslb2
Appljc[l'aiol]s 1‘0Jected'l'li.I..'..l.'I.'l"""'.l"l'hB

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

Applications withdruwn by applicants.eeesesacssssssssdl
Appiicutions approved Ly Bank of Guuatemala..eeeeee.e2f
Applications AN PrOCCSS.eeessvosessosessassascssarsss33

Approved by INFOP (  $142,000)

Under study by INFOP { $275,000)

Approved technically by NAL ($1,26L,000)

Under investigation by NAI ( $380,000)

The twenty-scven subloans are distributed by size as
follows!

Less than 11.0.5 acres (l caballeria) T forms 650 acres
110.5 to 221.0 acres (2 caballerias) 6 farms 1250 acres
221.0 to 331.5 acres (3 caballerias) G forms 1870 acres
- 331.5 to 42,0 acres (M caballerids) UL farms 1770 acres
More than Lh2.0 wcres I farms 5840 acres

The establishment of plantations of less than 100 acres is
not-believed to be desirable in Guatemala until rubber production
and processing is more pgeneralized throughout ihe approved planting
zones, since 100 acres ig the 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
plantations with their own processing plants, so he should have no
trouble in selling liquid latex. The other farmer 1s repaying the
first payments made from his subloan and will complete plantation
development on his own, using more rudimentary processing methods
until & processing plant is established in his area.

Applications withdrawn by applicants include applications
made with little intent to follow through, applications withdrawn
when the owner recognized his ingbility to comply with the guarantees
required by INFOP, withdrawn because of the time required for process-
ing. Many of these applicents subsequently obtained other financing
and established rubber plantutions.

e. Utilivation Rate

Comnitments by subloan agreements reached $2.7 million
on December 31, 1963, or an average rate of more than $1 million
per year since the loan became truly operative. Disbursements under
the Rubber Production Loan lag behind subloan commitments since the
subloan payments are made over a seven-year period to conform to
annual costs of plunting and developing the prantation. Therefore,
the maximun amount which could qualify for disbursement under the
present terminal date for requests for disbursements wouldbe $2.6 mil-
lion. (Table 1.) Table 1 also projects the anticipated utilization
rate through full loan disbursement if the recommendations made in
this paper are implemented.

'+ Feonomic Feasibility

Rubber production in Guatemala continues to be a
fundementnlly sound proposition. The, Central Americun Common Market
in 1962 had a net import of bulk rubber, tires, tubes and related
products ol more than 12,000 metric tons, equivalent to the production
from about 18,000 acres. By a lrade rule-of'-thunb, rubber consumption
could be expected to double each decade, e.g., to 24,000 tons by 1972
and 48,000 by 1982. The maximum additional acreage which could enter
production by 1972 is estimated at 42,000 acres (21,000 financed from
the Rubber Production Loan, 21,000 privately financed). During the
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early 1970's, yields are estimated at 1200 1bs. per acre, or a total
production of 23,000 metric tons. As these plantations mature, ylelds
should advance to 150C 1bs, or more, or a total production of about
28-30,000 metric tons.

World rutber prices are steady al alout 25¢ per 1b. and
are not expected to drop below 204 in the next den years. Central
Américan prices are currently about 2¢ per pound higher than world
prices, reflectiny transportotion costs on imported rubber. Cost
anolyses lndicate Lhat Guatenala could compole satisfactorily on the
vorld wmurket at wuch lower prices:

Yield per Acre
1200 1us., 1500 1bs. 2000 lbs,

ALl Costs (eents/Ib.) 12,2 10.4 8.3
Direcl Proinc@ion Costs
(cents/1v.) 9.7 8.4 6.8

—— e

Zl - Recenl slavement by Sir ¢. Edward Beharrel, Chairman of Dunlap
Rubber and internationully recognized authority on rubber
marketing:

"Deuling with the various types of rubber, natural and
synlhetics, now available to consumers, it would appear
that the real advantage and potentialily of natural
rubber may have been underplayed reclative to the
prominence recently given to man-made materials. There-
fore, it should not be too readily assumed that victory
In a price var would go to synlhetic rubber, and our at-
tltude. in this respeet is best summed up in the decision
of the tward to estublish another plantation in Nigeria
and Lo contionue the oextensive ieplanting program of the
Malaya cutsidisry.”

At this time, the following rubber companies are currently

estublishing new plantations:

Goodyear - CGuatemala & Brazil T.8. Rubber - Brauil
Firestone - Brazil & Philippines Dunlop - Brazil & Nigeria
Goodrich =~ Livoria
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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: (1) +the Pacific Slope is
chorasterized by ecclogical conditions which prevent development of
the South Americon Leaf Blight end permit use of high yielding clonesl_
of Bastern origin; (2) the North Coast end related areas of the
CariblLean Lowland have a more favorable reinfall distribution, but
ihe developmeut of the South American Leaf Blight requires the use
of resistunt, lever yivlding clones, or of nore expensive but higher
yiclding three-component trees. The lower yields or more expensive
trees wre somewhal off'set by lower land costs.

Guatenula has perhaps the most advanced program of rubber
breeding and Lesting in the Awericas. All clones recomended for
planting have been tested in Gualemala for at least twelve years,
wilh ul leust eipght ycurs tapping record, and genelic origin of
planting stock is controllied by the Wational Agricultural Tnstitute
(NAT). Tndividaal plantings are normally mwade in five DLlocks of
the five highest yielding Bastern or Western clones depending on the
location snd the managerial. compztence of the planter. Average
tested yield of the Kastern clones is over 1600 lbs. per acre;
Western clones average more than 1100 lbs. per acre. Several
clones now in the last years of the yield test ere far superior
to these avereges; if they hold up throughout the eight-year test,
they will be added to the recommended list end will substitute for
lower yielding clones.

Zj?OTTjTT§£§ES is the lLerm applied to genetically pure plant propagat-
ing material derived {rom o single ancestor by vegetative reproduction.
Clonul moterial is budded onto seedling rootstocks to provide plant-
ing stock of known productive capacity.

The planting orca is divided into {ive cqual units, or blocks,
cach of which is planted 1o planting stock from a single recommended
clore, 50 that the resulting plantation.includes one block each of
the five highest yielding clones. This tends 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 processirg of sublcan applications
is a certification by NAI technicians (Lo date this inspection has
been made by US AID technicians)that the proposed planting site is
ecologicully suitable for ruvber production. The Guutemalan rubber
production program was developsd with the guldwunce of USDA and
US AID techniciens whe continue to advise on all aspects of the
rescarch, extensicrn and development programs. After the loan has
been approved, NLL technicians provide advice on plonting stock, field
layout, and cultursl practices. Normaily, each farm is visited
three times during the {first yeur and at least once a year there-
ufter. Short courses are provided to plantstion owners, managers and
workers on plantution and nursery management, rubber tapping and
processing, etc.

Hot enough tine hns elapsed Lo permit rubber planted
under the loan lo enter production. However, several plantings made
in the lale 194%0's and later by Firestone, United Fruit, the GOG
and privote growvers totulling abourn 1000 acres have been producing
salisfactorily. o1 several years.

Problems Inmpeding More Rapid Hilization

The status of this loan was discussed at length among
AID/W and US AID personnel, snd Guatemalan banking officials in
mid-April. Information developed prior to and during these dis-
cussions revealed the following factors which limit accelerated
comaitment of remaining funds:

i.. TInadequate Service Charge. The present fee of 2% per
annum is insuffiiciently atlrative to the commercial bank-
ing system, and only INFOP, as a government institution,
is preparsd to process loans for this fee. The lack
of participation by banks obher than INFOP is a major
factor in delaying commitments, and may be responsible
for elimination of many applicants who cannot arrange
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security except through their own bunk.[l

Bank of Guatemala officials state that a 4% spread is
required to encouroge private banks to participate
actively in this program. A.I.D. concurs in this
assessment; although no commitments vere made, commercial
banks indicated in informel discussion that they would
be willing tc process rubber subloan applications if
providad o W spread.

1i. Level of Risk. Although Bank of Guatemala has
authorized INFOP to accepht crop mortgages and/or
guavarczes instesd of lund and building mortgages and
to use the anticiputed increase in land yalues in
celeulating security, INFOP has been afraid to make
subloans withceut land and building mortgage guarantces.
Rubber is a relatively nev Guatemalan crop and its
developrent requires a longer period of investment than
ig treditional for agricultural loens in Guatemala.
Althoush the Loan Guarantee TFund was intended partially
tb encourage more liberal terms, it has not been
entirely effective in its present Torm. The Fund does
not protect the intermediate bank until the liquidetion
of the Rubber Productior loan, since cther uses of the
Fund have priority over risk guarentee. Thus, in the
event of any defuult Ly a sub-borrover, TNTFPOP 's legal
reserve with the Bank of Guatemala is debited.

Although INFOP is agrecable to (and indecd hes accepted) crop
mortpages and polenlial increases in land valuwes as cvullateral in
calceulating tolal securily requirements, they still insist on a land
and building mortpage to cover disbursements for the first year

[l - Tt is a common practice in Guatemala for farms to be entirely
mortgaged Lo a bank for a loan of considerably lesscr value.
Since sccond mortgages are virtually unknown, this disqualifies
the property for use as security by another banking institution.
However, A.L.D. wderstands that the holder of the first
mortgage may grant additional loans to the former, using the
original mortgage as sceurity.

UNCLASSIFIED



.

j=X3

-11- UNCLASSIFIED

(ubout one-fourth of total disbursements). They feel that
1and is the only adequate security ngainst misapplication

of loan funds in the initial land clearing and planting
operation, and could not accept the risk of lesser
guarantees with the current. 2% fee unless the Loan Guerantee
Fund provided immediate coverage.

These inter clated problens can be largely resolved by
reducing the intercst rate on the A.T.D. Rubter Production
Loan from % to 3%. The 2% spread thus achieved, added to
the 2% fee now paid from ihe Loun (usrantee Fund, would
provide the secondary bank with a h% spread which should be
adequate to cover the service charges and ordinary com=
mercial risks. However, since the interest or. subloans

is capitulired for scven years, the sdditional 2% spread
would have to e paid to ihe secondary Lanlk in essentially
the same manner as ihe current 2% fee in order 10 permit the
secondary bank to fund its rizk coverege. Othervise, it
would bLe risking inbtercst us well as capital. This pay-
ment. could be made directiy by the Bank of Guatemala or

by the GOG. Interest scerued on capitalized interest
should revest Lo its original source (t.e., to the

agency puayilrng, interest Lo the secondary bank in order to
permit the subloan borrower o capitulize his interest)

in order to avoid a windfall to the secondary bank or the
other ageucy.

Short Amortization Poerioed

The current threc-year amortization period for repayment
of capital and capitallzed interest provides inadequate
margin for a decline in runber prices or low yields (Tuble 3).
An cxiension of the repayment period and modification of the
amortization table as outlined in this table would permit
an inercusing scale of payments geared te a conservative

production schedule gt prices as low as 16¢ per pound.
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o

which pays a 2% fee to secondary banks handling
Rubber Production Loan subloans in order to main-
tain a 5% interest rate o subloan borrowers. How-
ever, qualitative action is required Ly the GOG to
assurc tuat the above-rccommended modifications to
the loan achieve their appropriate ends.

(1) Therefore, it is recommended as a condition to the
et5ed termsg that toe US ALD, the Bank of
(huatemalsa and Covernment should conduct a thorough
Joint review of ell loan regulations and procedures
vith appropriste medifications to assure effective

local inplemsctetion of the loan at all levels.

1i) As & further condition, AJL.D. will require
sat.isfaclory evidancz from the GOG that appropriate
procedures ars belng established so that the
intermadiale credil institutions will receive a
L, spread on @ current basis. In effect, this
means that the GOG or the BOG will have tc advance
an additional 2% (in addition to the amount already
provided by *the Guarantce Fund). However, the
additional 2%, as noted in the paper, will be in the
nature of an advance rather than a subsidy, and will
be repayable to the original lender after the
grace period at compound interest.

A.Brown:US AID/G

Pliornbostel :GC/LA @\nﬁg

KPSteins :CEN/G :
SGrand:TA/CD
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AID-DLC/P-281 Revised
ANNEX I, Page 1 of

August 28, 1964

GOG IOAN GUARANTEE FUND

The Rubber Loan Guarantee Fund (ando de Garantia del Prestamo
del Hule) was legally established by The GOG Ministry of Finance and
the Benk of Guatemala through Puhlic Document 595 of June 12, 1961,
and its 11 ementation initiated through a regulatory document
approved on February 19, 1952. The term “"loan Guarantee Fund" is
somevhat misleading, since the Fund does not in f'act guarantee repay-
ment of the rubber loan. Its primary purvose is to provide a mechanism
for subsidlzing interest rates to subloan borrowers from the Rubber
Production ILoan and tc protuct the Bank of Guatemala against uperating
losses in administering thal Inan.

The und was established primarily to allow rubber planters to
obtain subloans under the Rubber Produvction Loan at the same 5%
interest rate charged by DLF, by providing a 2% fee to secordary banks
to cover administrative expenses and covering administrative expenses
of’ the Bank of Guatemala. It may be used for the Tollowing purposes:

1. Payment of annual operating expenses of secondary banks
handling subloans for rubber production at the rate of
2% per annum of their rubber subloen portfolio.

2. DTeyment of token capital amortization payments to DLI" at
the rate of $10,000 semi-annually during the first nine
years of capital repayment.

3+« Payment of 1/5 of 1% per annum to the BOG, pald monthly
and computed on the basis of the outstanding portfolio of
the Rubber Production Loan.

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

5. The balance remaining in the Muind at the end of the rubber
production program will be used to repay possible losses
from administratlon of the program, including defaults on
subloans.

UNCIASSIFIED
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The Fund will exist throughout the 1life of the Rubber Producticn
Ioan. Upon completion of that Ioan and payment of all debts incurred
by the progrem, 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 1960-61. and terminating in FY 1966-67 for e
total of $700,000. Thece contributions are automatically deducted by
the BOG from GOG accounts in the Bank of Guatemala. The status of the
Fund on August 3, 195k, was as follows:

Income
Quotas paid by GOG {409, 580.00
Accrued interest 9,879.71
Total. Income Ah19,459.71
Lxpenses
Adminigtrative expensee of
secondary banks (2%) g 32,972.38
BOG service charges L, 340.58
Total Expenses 37,312.95
Net Balance @382, 146 .77

All semi-onnuel emortization payments made to AID have been
withdrawn from other accounts of the Bank of Guatemala &nd not from
the Fund, although the Bank could charge the Fund. These pE?ﬁénts are
recuperable upon repayment of the subloans. The Bank, rather than the
Fund, also pays the interest on the Rubber Production Ioan.

The following table presents a theoretical cash flow of the Fund
through the period of nominal loan principal repayments based on plant-
ing schedules presented in Tabie 1, without considering the interest
accumulating to the Fund's credit or the payments to the Bank of
Guatemala for services, which tend to offsel each other:
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2% Fee to Amortization Cumulative
Year Secondary Banks Payments Cherges Income
1962 ho 20, 000 Lo 100, 000
1963 17,540 20, 000 17,580 100, 000
190k 22,160 20,000 59,740 100, 000
1965 33, 330 20, 000 113,070 1C0, 000
1966 Lk, 900 20, 000 177,790 100, 000
1967 57,00 20, 0C0 255,010 100,000
1958 66, 960 20,000 341,970 100, 000
1969 38,100 20, 000 400,070
1970 28,600 20, 000 448,670
1971 19,340 20,000 488,010
1972 7,280 20, 000 515,290
Totals 335,290 180, 000 700, 000
-515,290
Available for risk coverage 184,710

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 Ilncreased accordingly.
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DLT 63 (GUATEMALA:T 32utber Production)

STATUS OF SUBLOAN CQMITXENTS (PART A) AND

FROJECTIQN OF SUBLCAN CCLIITMENTS TIROIE! FULL LOAN UTILIZATICN (PART 3)

(Bzzed on Bank of Guabtemala Repert of Decertsr 31, 1563)

SUBLOANS ANQUNT UNDRAWN AMOUNTS
GRANIED DRAAN T0 =
KT Hoe  FRbe - EXVATS) 1964 1665 1966 1957 1568 1959 i%:0 1971 1972 9713 pL7¢Y %
PART "A" (Actual Subloan ccmitmentz appreved by 2ank of Guaterala)
1959-61 S5L.2 1 6.0 2.0 2.5 0.5 05 05 =~Repaynrnente
1362 7413.3 11 183L.0 87L.5 11,0 1670 2736 275.6 102,3 - Revpayment-
1963 381L.1 15 878.5 231,2 7.5 63.5 5742 81,2 177.0 118 -Repaynent =
Sub-Total 11381,6 27 2718.5 11077 291,09 231,90 33343 357.3 27922 115.9
PART "B" (Additional Subloan comzmitments projected through full loaa utilizoticn at LOOO scres/year .:_l.-/
196k LO00LO 90849 266.1 €342 She3 L7.4 35.2 22642 1955 =~ Rspaymente
1965 lfm.o 908Q9 266.1 8302 5’-‘.3 h?oh 36.2 226.2 19505 -~Re Payaen T
1965 205040 L6347 13%.3 12,7 27,8 22,3 1846 115.3 102 Repayment =
Sub-Total 10050,0 2281.5 266,1 3h9.3 273.8 gl 111k 25kLa7 1h0.2 313,3 10042
TCTAL 21u31.6 5000,0 110747 557.1 58043 607.1 501.7 3907 L03.6 LkOl3 21,62 10042

T *ON T4V,

730 1y o96g’L XINNV

_]_._/ Estinate is conservatively based c1 1963 camitzent rate.

ALR/vok
5/1/164
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CENTRAT, AMERTCA
TMPORTS AND EXPORTS OF RUc3ER ALD RUBBER PRODUCTS (1962)

(Tercer Compendio Estadistico Centroamericano - SIECA - Cctover 12, 1963)

{ Imperts (¥etric Tons)

COMON MARKET

Total Guaterala El Salvaedor Honduras Nicaragua Costa Rica ZPYanama
Bulk (new) 193k 15460 302 2 13 33 3
Bulk (used) T2 42 2 2 g 17 -
Tires,Tubes, &

Related Products 11012 L4756 2070 1295 1371 1519 128L
Subtotal 13C18 6253 2374 1299 1517 1565 1557
jther Rubber

Prcducts gLi 186 213 79 18L 167 99
Total 13852 [nnn 2587 1378 1701 1736 2¢hA

EXPORTS (Metric Tons)
COMMON MARKET
Total Guetemale E1 Salvador Honduras Nicaragua Costa Rica Penama

ulk-new and used L9 100 16 i09 - 213 18
Tires, Tubes &

Related Products 397 352 5 - - - -
Subtctal 36 4GP 21 109 - 213 18
Ciher Rubber Products 283 T - -~ - 1 -
Tctal ) 1119 kg9 21 109 - 214 18

NUMBER AND SIZE OF CENTRAL AMERICAN RUBBER PROCESSING INDUSTRIES

Country Wumbcer Anrnel Produch Value
Guatemzla 11 $731.000 (1938)*
El Salvador 5 31,000 (1956)
Honduras 6 298,000 E1960)
Nicaragua 6 87,000 (1953)
Costa Rica 19 808,000 (1957)

#Yeer in parentheses indicates year of industrial censussupplying
data. A substantial increase in size of operation and value of
product has occured since these dates.
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PRESFYT RUBBER LOAN REPAYVENT SCHEELULS (Per Acre Basis)

Estizate of EZstimeted Estimated Teial % Repay- Amt. of Interest on Sub-Total Totel Minimum
Year from Production cost of Cost of Prod. rent Repayment Borrowed for Ican Annuel Seles Price
Field Planting Lbs.perhcre Prod.per per Acre ct ~n Borrowed Capital anid Exvenses to Cover
Lb.Baslis Lcan Capital Interest ter Acre Total Obliga-
, tions
£tn Year 700 ¢ o0.12 @ 8h.00 % 20 G (5.05 g 145,13 4 2k.19 ¢ 1€3.19 § 0.2B81
gth Year lete 0.10 0. 00 30 63.C6 1l.1% T2.17 169.17 0.1538
1Cth Year 1000 .09 G0.09 Lo 9C. Tk €.35 o7.09 187.09 C.187
€226.86 33-59
OPTIONAL REVISED RUBBER LCAN REFAYMENT SCHEDJULE
th Yeer T00 g o.12 84.00 5% 4 11.35 4 16.13 ¢ 27.48 ¢ 111.48 ¢ o0.159
gth Year 200 0.10 90.00 15% 3k.02 15.08 kg.1C 139.10 0.155
1Cth Year 1000 0.09 90.00 204 45.37 12.70 58.C 1:8.07 0.1k8
11th Year 1100 0.09 92.00 25% 56.72 9.53 66.25 165.25 0.150
12th Year 1200 0.085 102.00 35% 79.%0 5.56 8L.96 1R6.96 0.156

gp26.86 ¢ 59.00
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UNCLASSIFIED

AID-DLC/P-281/A Draft Revised
ANNEX II,Puge 1 of 3

AMENDATORY LOAN AUTHORIZATION
Provided from: Development Loan Funds
Guatemala Rubber

Pursuant to the authority vested in the Deputy United States
Coordinator, Allience for Progress, by the Foreign Assistance Act
of 1961, as amendad, and the delegaticng of authority issued
thereunder, and having taken into consideration the Resolution
of the Development [oau Fund Loard of Directors DL¥-LC/P-128,
dated June 24, 1959, as smended November 29, 1960, I hereby amend
sald resolution to yead as fellows:

"WHEREHS, the Remiblic of Guatemala (hirednafter called the
"Applicant®) has applicd to the Davalopment Lo Fund (hereinafter
called the "DLFY) for & losa from the DLE to assist in Tinencing
the putting into production of rivber, by private lnvestors, of
approximately 80,000 acres of technically suiteble land in
Guatemala (such putting into production being hereinafter called
the "Project"); and

"WIIEREAS, euch a loan would assist, on o basis of self-help
and mutusl cooperation, the efforts of the peoples of Guatemala
to develop their economic resources and o increase their produce
tive capabilities; and

"WHEREAS, this application is eligible for & loan wider the
authority provided in Title 1T of Chopter II of the Mutual Security
Act of 195k, os amended;

"tow, THERETORE, D I RESOLVED thel there be and there hereby
is authorized the establishmont of' a loan by the DIF to the Banco
de Guatemsla or other agency of the Applicant selected by the
Managing Director of the DLF of not to exceed five million dollars
($5,000,000) to aszist in firaneing the foreign exchaunpe and
local. currency costs of ocquiring equipment, materials and
services required for the Project; thkis loun to be subject to
the following terms and conditions:
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"l. Interest.

"(a) On all balances outstanding on the losn 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 & Second Amendatory
Agreement ("Amendment Date"), interest shall accrue at a
rate of not less than four aud three-guarters percent
(4-3/4¢) par ennum nor more than five percent (5%) per
anrium. Interest shall ‘be payasble semi-annually, the first
payment to be due on a date no later then six (6) months
after the date of the firest disbhursement under the loan.

"(b) Intercst on thzs talsnce of the loan rhall sccxue at a rate
of three percent (3%} per srmun. Such interest shall be
vayable sem!-snuuslly, the first payment to be due on a
date no later than six (6) monthe after the date of thre
first disbursament to fimance sublean or other commit-
ments entered into efter thz Ameadment Date.

"2, Terms of Renayment of Principal. Disbursements under the loan
ohall be repayabis in twenty cight (28) successive semi-annual
installrents, the first of which shall be due end payable on a
date no later than one (1) year after the date of the first
dichursement under the leorn. Each of the first eighteen (18)
instollments of repayment of principal shall be in an emount
of not less than ten thousand dollars ($10,000).

"3, Currency of Repaymzat. Provision shall be made for repayment
of principal ard payrent of intervest in currency of the Unlted
States of Americs.

", Other ferms ond Conditions.

"(a) No more than $100,000 of the funds made available under
this loan shall be usad to finsnce any single private
investor without the approval of the DLF or A.I.D,
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"(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 end the Bank of Guatemala shall agree to conduct
with A.I.D. a joint review of all cubloan regulations and
procedures with a view boward expediting effective imple-
nmentation of {l.e Troject. Such review shall take place
promptly after the Amendment Date.

"(a) Prior to ths first disbursement to Fiucnes subloan or
other comnitments entzred iato after the Lmendment Date,
Borrower guall submit evidence that rrocedures have been
esteblished to assure {hat intermediate credit institutions
participating in the Project will receive an interasst
spread on subloans financed wnder the loan of no less than
four percent (I%) on a current basis.

"(e) Such othor terms and conditicns s the DLF or A.I.D. may
deem advisable, including appropriate provision with respect
to a terminal date for disbursements under the Joan,

YRESOLVED FURTHER, that the Managing Director, or any representa-
tive to whom bLe shall delegste this suthority, be and he is hereby
authorized to eoxecute for tre DLF or A.I.D. such agreement or agree-
ments and to take such other aztions as he may deem necessary or
convenient, consistent with this Resolubion and the suthorities
provided in the above-cited act, to carry this Resolution into
effect."

Deputy J.3. Coordinator
Allieance for Progress

Date


http:delegj.te



