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~September 28, 1971

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Panama - Tourism lLoan

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed $4,100,000
to the Instituto Panameno de Turismo for the United States dollar
and local costs of goods and services Lo assist the Borrower in
the development of the tourist industey for 'Panama by construction
of a tourism/convention center-trade show building complex,
training of personnel capable of providing necessary tourism
services, technical sssistance for the tonrist industry, and &
development revolving fund to provide seed capital for relatively
small tourist-related projects.

Flease advise us as early as possible but in no event
later than close of business on Friday, October 8, 1971, if you
have & basic policy issue arising out of this proposal.

Rachel R. Agee
Secretary
Development Loan Committee
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AID-DIC/P-991
TOURISM LOAN - PANAMA September 28, 1971
PART ONE SUMMARY AND RECOMMERDATIONS
1. BORROWER: Panamanian Institute of Tourism, an autonomous
agency of the Government of Panama,
2. GUARANTOR! The Government of Panama.
3. 10AN: a) Amount: Kot to exceed four million one
hundred thousand U. 8., dollars
($h,100,000).

b) Terms: The loan will be repayable in 20
years, includirg a grace period
of 7 years, at an interest rate
of two percent (24) during the
grace period and three percent
(3%) thereafter. The GOP will be
offered the two-step option.

b. DESCRIPTION OF
THE PROJECT ; The proposed project coneists of:

&) Construction of a tourism/convention center=
trade show building complex.

b) Troining of perconnel capable of providing
necessary tourism services; technical as-
sistence for the tourist industry.

c) Establishment of & development revolving
fund to provide seed capital for relatively
small tourist-related projects, such fund
to receive the net income generated by the
tourism/convention center complex.

5. PURPOSE: The purpose of this loan 1s, within the wide range
of activities in the top priority tourism sec tor,
to assist the Panamanian Governament undertake the
one project most appropriate for AID firancing and
one which at the same time carries the potential
for the highest developmental benefits. The greatly
increased convention and trade show traffic gencrated
by the completed center will make a significant con-
tribution to raising Panama's levels of income and
employment and to improving the country's balande of
paymsnts position.



6. FRIORITX!

7. FINANCIAL PLAN:

-2-

The Government of Panama has ase!gned this
project tae highest priority. A team of top-
ranking economists from the University of
Chicego, Dr. Harry Johnson and Dr. Robert
Mundell, have just concluded an economic sur-

vey of the Panamanian economy under an AID-
financed grant. They have reported that there
are two principal areas that offer the greatest
potentialities for the development of Panama,
Thege are (1) tourism and (2) banking and finacoe,

The proposed financial plan is as followss

TOURISM
A.I.D. INSTITUTE TOTAL  EAID:

Tourism/Convention Center $3,485,000 2,370,000 5,855,000 60
Training/Technical Assist-

8. OTHFR SOURCES
OF FUNDS:

9. STATUTORY
CRITERIA:

10, VIEWS OF THE
COUNTRY TEAM:

ance 615,000 20,000 635,000 _
$4,100,000 2,399,000 &,490,000 %}

No other sources of funds are avallable for the
project.

All statutory criteria, as set forth in Annex
II of this papsr, have been met.

This project has been given the highest priority
by the GOP as indicated at the latest CIAP pres-
entation. The country team has recommended ap-
proval of the loan.

(a) Private Sector Participation. The private
sector has participated in the planning of
the project and will continue it ite manage-
ment. The project will foeter private busi-
ness development. '

(b) Effect of the Center on other Latin America
Centers. There 18 no comparable convention
center in Latin America and the effect on
hotel convention facilities should be negli-

(o)

gible. See Part II, Section IV,

Financing the Tourism Institute's office 8pace,
This has been included because of the offigp

epace'e integral location within the butldisy,
the operating relationship between the Center
end the Instituts, the autonomous nature of

the Institute, and the faot that it pay reaf



12, LOAN ADMIN|S-
JRATION:

13. RECOMMENDAT{ON

Usual disbursement and procurement procedures
will be followed In this loan.

On the basis of the concluslons of the Capltal
Assistance Committee that the project Is tech-
nically, economically and financially Justified,
It Is recommended that a loan to the Panamanian
Institute of Tourism for an emount not to ex-
ceed four mlilion one hundred thousand dollars
($4,100,000) be authorized subject to the fol-
lowing terms and conditions.

A. Conditions: In addition to the app!lcable

standard conditions precedent
to disbursement, the followlng requlrements are
proposed:

(1) Prior to the Issuance of the first comnlt-:
ment document or any disbursement under the
loan, the Borrower shall submlt In form and
substance satisfactory to A.l,D., except as’
A.1.D. may otherwlse agree In writing, the
following: '

(a) Evidence from the Government of Panama
that it will guarantee repayment of
the loan.

(b) Evidence of contractual arrangement
with an architectural englineerling firm
acceptable to A.l1.D, for preparatTon
of the plans, speciflcations and bld
documents for the tourism/conventlion
center bullding complex and supervision
of the constructlon,

(2) Prior to the issuance of any comml|tment
document or dlisbursement for other than the
architectural engineering services, the Bor=
rower shall submit to A.1,D. evidence of
contr.ctupl arrangements with management
consultante 4o provide technical assls-
tance in the final stages of design of the
tourism/conventior, center, review the final
plans and specifications of the bullding



complex and provide tochnical assistence
In the managerial operations of the con-
ventlion center both prior to and after
completion of the complex,

(3) Prior to any disbursement or to the Issuance
of any commitment document for each compohent
of the project for other than archltectur?l
engineering services and management consult-
ing services, the Borrower shall, except @s
A.1.D, may otherwise agree In writing,submit
evidence satisfactory to A,1.D, of the fol-
lowing:

(a) Component |, Construction of Tourlsmy
Convention Center:

|. Evidence that the management con-
sultants have  reviewed the plans
and speciflcations and finds them
adequate for sound operation of. the
project.

i1, Plans and speciflcatlons, bid docu-
ments, cost estimates and time
schedules for construction.

111, Evidence of controctural arrangement
with a firm satlsfactory to A,l.D,
for construction services.

(b) Component 2, Techl>cal Assistance and
Tralning:

1, Evidence of contractural arrangements
with a firmf),satisfactory to A,1.D.,
for consulting services.,

i1, A program for In-country and out-of-
country tralning as applicable,

B. Covenants: The Borrower shall agree to:

(1) Retaln a private business firm or firms to
manage and operate all or parts of the tourlsm/

convention center ghat ‘are epnropriate for
.private management,



-5 - Revised
November 8; n"l

(2) Submit to A.I.D. in form and substance satisfactory
to A.I.D., and prior to any disbursement or to the
issuance of any commitment document under the loan
for construction of the tourism/convention center,

a plan for oreation, funding, and operation of a
$ourism development fund, which plan shall include,

" without limitation, the criteria for making sub-loans
from the fund.

(3) Faithfully carry out ali terms and conditions of the
Loan Agreement.

C. Qther Terms and Conditions: The loan shall be subject to
other terms and conditions as A.I.D. may deem advisable,

PROJECT COMMITTEE:

Loan Officer: John Shannon

Private Enterprise Officer: Malcolm Novins

Economic Advisor: Clark Joel

Financial Advisor: William Roach

Engineering Advisor: Hasan Hasan

Training Advisort Charles Briggs
OTHER CONTRIBUTORS:

Lewis W. Robinson, Cpt., U.S. Army
Richard C. Crisler, Jr., LA/DR/PE

Compiler: John Shannon
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PART II - PROJECT

SECTION I - NATURE OF THE PROJECT

A. DESCRIPTION

1. ‘Strategy

Although in early colonial times Panama was one of the richeat.
countries of the New World, its mineral wealih wae depleted over a
period of years and Panama was left with scant, natural resources. Since
then, with limited arable land, the country has boen economically handi-
capped and ite Jevelopment potentials restricted. 1In the mid-1960'e the
Government began initiating a serles of economic surveys to determine,
the best opportunities available to the country for its future develop-
ment. The findings of these studies indicated that climatic conditions
and a scarcity of high quality arable land severely limited Panama's
agricultural output and placed it at a comparative disadvantage to other
Latin American countries in the competition for world export markets.:
Consequently, the agricultural sector, while important for domestic
market consumption, held no true potential for Panama as a source of
8lgnificant and continued economic growth. Panama's future as an indus-
‘trial nation also appeared dim. Serious limitations in the country's
supply of basic resources, natural sources of energy, available labor,
and a restricted domestic market all argued against Panama's successful
development through major growth in the manufacturing sector.

Having identified the basic weaknesses of the traditional indus-
trial and agricultural sectors, the economic surveys pointed to tourism
as one area where Panama's natural resources offered significant com-
parative advantages over other Latin American countries. Panama's location
as a world crossroad provided ready accessibility by alr, sea, and land,
Ite scenit attracticns, favorable climate, good beaches and recreational
facilities, such points of interest as the Canal and Indian cultures,
reasonable living costs, excellent sanitation and potable water, wide-
spread use of the English language, and its dollar currency all worked
to distinguish Panama favorably from most other areas of Latin America.
The studies concluded that the proper realization of Panama's tourist
resources might well bring to the country the level of economic growth
and social prosperity which other sectors were unable to provide.

This assessment of Panama's potential was confirmed by a recent
AID-financed survey of the Panamanian economy by a team of top-runking
economists, headed by Dr. Robert Mundell from the University of Chicago
and the London School of Economics and Dr., Harry Johnson from the Uniy-

erslty of Chicago, The team reinterated the findings of the earlier



economic surveys conoerning the relative lack of future economic grovth
potential which was contained in Panama's agricultural and industrial
sectors. In fact, the team reported thet tourism and international
finance offered the two single areas where Panama by nature and past
development, could grow profitably and mske significant strides in placing
its economy on a rational basis, one which holds definite promise for
continuing growth. The economists urged the Government to undertake \a
reordering of their development objectives and to assign the highest
investment priorities to the tourism and international finance areas;

A recent article in the U.S. News and World Report of August 9,
1971, entitled "Progress for Panama," emphasized the phenomena which
had 1led the economists to their conclusions. It noted, that American
banks and business firms, together with international agencles, were
taking part in Panama's progressive efforts, one phase of which cen-
tered on the development of tourism. The article reported on the new
$..7 million Holiday Inn partially financed by the International Finance
Corporation. International agencies have come to recognize the pre-.
eminent role tourism will play in Panama's future development. A copy
of IBRD's rationale for its recently approved loan for a new airport
in Panama City was the dramatically increarsd amount of touriat traffic
Panama had experienced and the decisive economic adventages this activity
would bring. The OAS has also strongly endorsed tourism as a prime '
instrument for Panama's development, as has the CIAP in its hearings,
Both emphasized that tourism provided the best mealrs of improving thé
country's financial position in a relatively short period of time while
providing for long-term economic growth as well. See Section I-O,
Project Justification, for a full discussion of this aspect.

. Although tourism has replaced oil as the number one business’
of the world, Paneama only recently began to capitalize on its particular
competitive advantages in this industry. The economic surveys of the
mid-1960's convinced the Planning Board and the Government as a whole
that policies of previous neglect would have to be changed. Tho Gov-
ernment, began a vigorous campaign to promote tourism (Section I-B).
As a first step it organized and staffed one of the most capable and
active tourist bureaus in Latin America (Section II-A). Next, with
AID financing, it hired in 1968 the American firm of Clapp and Mayme,
Inc. to investigate Panama's tourism potential in dotail- The re-
sultant atudy confirmed the excellent economic and market feasibility
for the development of tourism in Panama and contained fairly specific
plans for the overall realization of a coordinated tourism promotion-
program. The recommendations included a broad program covering gov-:
ernmental policy, external promotion, ressarch and development, saled
offices, a convention center, retiree inducement lav, hotel improvement



and construction, training, acceass roads, public parks progranm, free
zone operations, airline services, alrport passenger clearances, a
national development bank for finanecing tourism facilities, inter-
national banking participation and restoration of historical sites,
The complete program is outlined in Annex III, Attachment 2,

Within this sectoral program the Clapp and Mayne report
established priorities for the entire country and for specific regions,
some of which are discussed in Section I~A-3. The 0aS utilized-these
plans and prepared detailed feasibility studles for individual projects
within the priority sectors. The Tourism Institute also hired a
recognized expert in the tourism field as a consultant, Ralph H. Barell,
In implementing its new program, the Government has taken a number of
measures for supporting tourism, as set out ip Section I-B-I, Among .
these are a hotel construction incentive lav, tax axemptions for tourist-
related activities, a retirement law, special concession contracts and
increased revenue for the Tourlsm Institute., ‘The Government has alco
undertaken to sponsor international sporting events, including the reg-
ional Olympics, film festivals, cultural events and similar mectings,

The private sector was not slow in recognizing the Panamanian
Government's new and dramatic commitment to tourlsm and the commercial
benefits which would accrue to 1t through the incresse in tourist traffio
which seemed certain to follow. Additions to exlsting hotel space wers
initiated. New hotel starts, including those of the Executive, the
Granada, and the Caribe, were undertaken in short order. Restaurant
facilities were expanded. Other tourism enterprises entered into by
private enterprise since the GOP's announced intentlon to develop the
country's tourist industry include the .development of island regorts
in the Las Perlas group complete with air strips, harbors, hotels,
marinas, beaches, casinos, etc., a new exclusive resort complex in
Bocas del Toro, island resorts in the San Blas chain inhabited by the
culture-retaining Cuna Indiang and the entry of the Hyatt Hotel firm
With management of the historic Hotel Washington in Colon and a nev
hotel complex on Taboga Island and in Panama City.

Not long after the Panamanian Government reached the decision-
to emphasize its tourism potential, President Nixon's policy of sup-
porting tourism for Latin Amorica was announced as a speclial priority
at the February 27, 1970 IA-ECOSOC meeting. This statement encouraged
the Panamanian Government to seek assistance from AID in its progressing
endeavors to promote touriem. The conclusion of the recent Universoit;
of Chicago economic survey team only reinforced the GOP's earlier in.
tentioa to concentrate its efforts in the touriem, as vell as international



finance, areas which earlier investigations had indicated as the prime
sectors where Panama had a realistic chance to improve its internal
economic growth on a continuing and competitively edvantageous basis.

Consequently, the Planning Board eapproached USAID on the
possibility of obtaining lvan funda for the higher priority segments
of the program, spocifically, a convention center, training, technical
assistance, restoration of the historical city of Portobelo and a
develcpmont revolving fund for tourist-related induotries.

Such factorn as tho ever-increasing number of world-wide con-~
ventiono, the otrong trend to reoort and overpeas locations of theso
conventions, and Panama's particular goographic, cormorcial and climatic
advantages for attracting convention tralfic led the GOP to assign the
highent i{mrediato priority to this area, Purthorwore, within the broad
range of income generating activities in tho tourlsn field, conventions
and trade shovp offer one of the groateost rates of return to the economy.
Gaction I1-C examines thono connidorations in detall.

Turrofurae, the Gnvernment proponed the conetruction of a con-
vention center tn attrect convention and tradeshow business. Being .
undor borrowing reatrictions Yty tho CIAP, the Government had to peck .
long-terw concenslonary lending. Becauno of other project commitments,
the ¥orld Bank and I wore not intoreoted. OPIC indicated that thid
wan not appropriate for {¢n participation,

A ey cgph reviey wan pado by the Panamanian Tourist Institute

and {tn V.00 ~onlulvant o detarmine the requirements for the convention
trafe ant by tnees reapilveaonts could ba oot by Panann. These aro aot
foreh Lo lesvd ol D00,

A sttty of the U5, convention markot as it portains to meotings
held outstde the ~onttinental United Statop war propared by Booz, Allen
and Haall*on {n 123, The ecritnria it devolopod for successful conven-
tionn in net foreh tn Section II-C-1-f along with a presentation of how
Panaza meete all the requirezonta once thoe proponed convention center
o conatricteld,

After maxing a nurvey of convention facilities in other countries,
some of which wero highly osucconsful and some wero not euccessful (ocee
Soction Il1-C-l-¢ and d), the Tourloc Institute and {to consultants
arrivod a* a new concopt., Instead of an isolated convention facility,
tho idea {0 to have a convention center wvhich caters to all the needd
of touricom undor one roof., Not only would this be a major means of '
attracting conventions, but it could serve to attract tourists in gen-
eral. In addition, when no oonventions are booked, the oenter oould’
ocontinuo an a going oonoern.
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Under this unique concept, there will be a center housing the,
convention auditorium on the second floor which can also be used for
international trade exhibits and industrial displays. The latter uses
are becoming increasingly important and Panama should be able to attract
such business. For example, the Japanese External Trade Organization
(JETRO) will hold an industrial fair in Panaman next year.

The auditorium will have collapsible chairs and taoles on a .
level floor so that the hall can be used for multiple purposes, including
banquets, film presentations, etc., and it will have folding walls eo.
that several conferences can be held slinultaneously or the hall divided
into workshops or used for other purposes. All requisite facllities
will be included, such as simultaneous translation, audio-visual equip-
mont, lighting and catering servicea. D

The first floor will contaln shops and facilities providing
most servicos and amenities required by tourists, such as banks, airline
and steamship offices, travel agencies, retail shops, barber shops,
beauty salons, cafeteria, snack bar, drug store, arte and crafts shops,
first ald station, and taxi stand.

The third floor will house the Tourism Institute. The fourth.
floor will be g-roof garden restaurant serving conventioneers and general
touriste. Above this will be five floors of offices to be rented to '

; ‘consultates and to firms whose business is related to tourism or which
;" provide services to tourists. - These office floors will not be financed
{ by AID. The profits derived therefrom will be deposited in a development
\ revolving fund to be used for tourist-related smaller entrepreneurial
\\\p;ojecte:, -

It 18 not proposed to make a profit from the operation of the
convention facility itself, but the entire justification for the center
1s based upon the total impact on the country's economy through the
income and employment effects generated by expenditures of conventioneera
and their accompanying family members, new hotel construction, new tourist
related businesses, etc  Section II-C, Economic Evaluation, and Section
I1-D-3-b-(1)-(b) and (c) substantiate that it is the indirect effects
which will contribute to the advancement of the ecqromy,

The prospecte are quite bright for the success of the center..
Even without a convention center, Pansma 1s already attracting convens!
tions of smaller size and even some larger ones, such se the world wide
meeting of the Bahais scheduled for next yoar bringing in between 3,500
and 5,000 persons. Last year the regional Olympic games brought in over
3,000 participants and between 8,000 abd 10,000 visitors.



(4) A roof garden restaurent to be operated as a concession,

The bullding complex will be located In a prime ared
In Punama Clty within walking distance of the four _
major hotels serving the city, see map on following .page,

be Training and Technical Assistance Program. This component
contemplates the deveiopment of a specific training and ed-
ucational program along with technical assistance by which
the tourism Industry of Panama will be provided with the
manpower, information end know-how requiréed for the expected
Industry growth. The treining aspects will be organized with
e training program of the iInstitute for the Development and
Utilizotion of Human Resources and fully coordinated with the
private sector (the Hotel Association of Penama) to Insure an
integrated program, The tralning program under this project
contemplates Industry-wide application covering all phases of
tourism development, it will be a required expanslon of
existing programs of the Tourism institute both for the Insti-
tute and the tour|st .industry personnel. Funds under this
““component will also be used for gut-of-country training for
middle and upper management personnel for the tour!sm/conyen=
" tlon center, the Tourlsm Institute and the tourlst-related
private sector. Technlical assistance will be for the Tourism
Institute and the management and operation of the tour!sm/
conventlion center,

€. Deve'opment Revolving Fund. This component provides for the
establishment of a revolving fund In the Natlonal Bank to be
used for relending for relatively smaller entreprencurial
projects related to the tourism industry., Cash flows
generated by the tourlsm/convention center complex will be
trensferred to this fund, Criterla for sub-loans under the
fund will be acceptable to A.!.D, Repayment terms will be
up to flfteen years at mutually agreed upon Interest rates
with a grace period of up to three years on payment of
princlipal,

The activities of this three-pronged project will encourage
Investments of the private sector In the development of the tourist
Industry, It will, directly and Indirectly, provide Increassd employ~-
ment opportunities. For example, It will attract, stimulate and genjrate



2. Definition

The objective of this projuct is to increans the lovel of incoms
and employmont and improve the balance of payments position of Panama
through the developmont of tourlism, which offers one of the beat oppor -
tunities for the country in its economic and social welfare advancement.
The project will permit the creatlon of an internatioral focal point
for the interchange of commercial, industrial and cultural prograss and
the expansion and improvement of oxiating tourist facilities and attrace
tions. The immodiato objective will be achiaved aa & result of & coabl-
-nation of three components which are idontifiod as followva:

a) Tourism/Convention contar - trade show building comples,
The planning, denlgning and conatruction of a rulti-purjoes
building complex that can provide facllitles and aervices
relatod to tho promotion and support of touriss and/or
conventionn and trade shous attracted o Panama. The teilld.
ing complex will include:

(1) An auditorium for conventionns of up o S jerecin, W
be ured aloo for intermnational trade eahitbite and tndus-
trial dieplayn with related facilitien,

(2) Six floorn of rentablo office wpace, Thia affice o, 8c6
is to bo laaned Lo the flren reprd . ented tn the Goder,
Free Zone, connulatens, Lhe vxecutlive offleea of U«
Tourlem Inntitute and othern, parttcoulariy flias o' se
buainess 1o related o tourtes,

(3) & ground floor loblry vhich wil) provide mat of ¢he
ocrvicon and amonities roquired by intnruatls al travelepy,
such an nirlino and atoamship officen, trave. agrita,
intornational nhopping faciliticn, pormcnal ecivices,
(barbor, boauty, oto.?, financial sorvices, local trasas-
portation sorvices, food and beverags ooncesslone, local
and homiophoric arts and orafts shops, druig etore, flret
aid station and all other tourist related services,



£DIFICIOS

(DHOTEL EL PANANMA
(DHOTEL CONTINENTAL
(QHOTEL EL EJECUTIVO
(DHOTEL GRANADA
FIRST NATIONAL CITY BaNK
6)RESTAUMANTE PANACHINA
(7)BANCO FIDUC!ARIO
(8) CHASE MANHATTAN BANK
(9 RESTAUSANTE CAPRI
(i) SUC. BANCO DE COLOMSB!A
(1) FIRST NATIONAL 3ANK OF CHICAGO
‘2YBANMCO MERCANTIL .
(3 ATENEO DZ CIENCIAS Y ARTE 5
14) IGLESIA EL CARMEN .
(B)EDIFICIO DE TROPICAL RADIO |
(%) CINE MEXICO
() CINE OPERA
() CLUB UNICORNIO
(9 UN!VERSIDAD DE PANAMA
(20-EDIFICIO DE LA CONTRALOR!A
(@) RESTAURANTE CHALET S$izd
() SANTUARIO CORAZON- DZ MARIA |
@ EDIFICIO EN PARCYECTO D5ZIL
INSTITUTO PANAMEND O TURISNG
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edditional hotel coistruction as well es all required and related tourism
services and facilities, The project as described herein wi)) be an ef~
fective Instrumentality for coordinating a national effort on a broad
economic front. When considered with cther development programs belng
generated by the Tourism Institute, this project provides s leverage to
be used In the Increase of the tourism contribution to gross natliona!l
product from 17% to L0% of the total In this decade.

3. Limits of A,1,D, Financing

The proposed project to be partially financed with the requested
loan funds Is a portion of the overall plan for the development of the
tourism Industry of Panama. As described In Sectlon I, Article B,

Project Background of this paper, the Government of Panama has undertaken
the development of four areas to serve as "tourlst terminals" to attracgt
and expand tourism, The proposed tourism/convention center Is the Initial

phase In the development of the Panama City erea., Other projects within
this area are:

8. The restoration of the 0ld City of Panama. Thls project con-
templates the rehabilitation and reconstruction of the original
clty of Panama which was founded In 1519 and abandoned after
being sacked by the famous buccaneer Sir Henry Morgan In 1471,
The O1d City of Panama Is located in the outskirts of the

present clty of Panama and It Is considered that Its rehablif-

tation as a tourlist attraction will require an Investment of
$5 million.

b. The promotion of ocean front hotels. A program to stimulate
caplital for Investment in the development of hotels. Under
this program the following hotels wil] be bullt: Hol I day
fnn, Punta Paitilla Hotel, Hotel Taboga, Hotel Costa del Sol
and Golf Club Hotel, totalling approximately 1550 additiona)
rooms for tourism In the City of Panama.

c. A project that will develop a "Jungle Survival Center" to
serve as an educational as well as an entertalnment center .

that will promote the beautles and mysterles of the Panamanian
Jungle,

d. A program that will develop adequate transportation for tours
'In the vicinity of the City of Panama. Under thls program'
two excursion boats equipped with alr conditioned bel!rooms,
cafeterias and smusement areas will nsvigate in the 83y of '

Paname making stops at the resort Islands of Taboga end Con-
tadora.



e 15

Also under this program, the Tourism |nstitute Is assist-
ing a local travel agency to purchase three special mini-
buses fqr group excursions to scenic sights of Panama.

@, A program to organize a Tourist Assistance Officer and Gulde
Service. The National Guard and municipc! offices are
presently working with the Tourism Institute on a Joint
program for the establishment of "Tourist Assistance Of-
flcers''; also, the institute for the Development and Utl-
lization of Human Resources Is working on a project that
will train tourist guides. This last project is being
developed with assistance frow the Department of Socio-
Historic Tourism of the Tourism (nstltute.

Hence, the proposed project Is an Iimportant milestone in the first
phase of development of the tourism industry in the City of Panama,

The project will be partially financed by the Tourism institute
as follows: :

TOUR{SM PERCENTAGE
A.1.D. INSTITUTE TOTAL 6,0,P,

Tourism/Convention
Center $3,485,000 $2,370,000 $5,855,000 Loy

Training and Tech-

nicel Assistance 615,000 20,000 635,000 53%
TOTAL $4, 100,000 $2,390,000 $6, 490,000
PERCENTAGE 63% 37% 100%

Of these funds approximately $2,123,000 are to be off-shore costs
and approximately $4,367,000 sre to be local costs,



B. BACKGROUND OF THE PROJECT

1. Genesis

For soretime there have been Panamanians who have real lzed:
the value of tourism and there has existed a fledgling tourist
industry, much of which wus generated by the exlstence of the
Panama Canal. To foster the Industry, the Government established
the Tourism Institute (Instituto Panamefo de Turismo) In 1560.
Althcugh at the beginning there remained Insufficlent Interest and
funding to capitalizu on the tourist attraction of the country, the
Tourism Institute In the last few years has convinced the Government
of the vast potentialities of tourism for Panama. |t provides one
of the best opportunities for improving the country?s financial
position In a relatively short period of time. It wiii also create
long term employment opportunities.

In 1968 the Directorate General of Planning and Administration
of the Office of the President (Planificacion) requested funds from
A.1.D. to finance a study of the problems faced by the tourist sector,
The request was approved and In July 1969 Planiflicaclon contracted
with the firm of Clapp and Mayne Inc., who in conjunction with the
Tourism Institute, prepared a study of the '""Potentialities of the
Tourism Industry in Panama," The document was completed In .
March 1970, and provided a general plan of development in which It
was recommended that an overall revision of the natlonal policles
Included In tourism be made by both the public and private enterprises
engaged in this activity.

Since the completion of the document the Government of
Panama has undertaken an energetic program to Improve the tourlism
industry, 1t obtalned the services of the Organization of American
States (0AS) to develop detailed feasibllity studies for specific
projects within the tourism sector, I,e., the reconstruction and
development as a tourist attractlion the historic rulns of the old
gold shipping fortress town of Portobelo and the 0ld City of Panama
and an in-depth study of a tourlsm/convention center in Panama City,
The Clapp and Mayne study of the ''Potentials of the Tourlsm industry'!,
the feasibility recommendations prepared under the auspices of the
0AS and reports and studies by Mr, Ralph J. Barell, consultant to:
the Tourism Institute, serve as a basis for the proposed project,

in April 1971, the Tourism Institute acting through Plani~
ficacion requested that A,|,D., take under consideration an applice-
tlon for financlal assistance In the form of a loan to construct 4
tourism/convention center; develop the port of Portobelo end the
0ld City of Panama as tourist attractions; provide a fund for
training; and establish a development revolving fund for small
entrepreneurial projects related to tc.rism,
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The proposed project Is to assist In financing the construction
of the tourism/eonvention center, provide funds for training and teche
nical assistancq, and inake avallable seed capital through a development
revolving fund.™ The reconstruction of Portobelu and the 0!'d City of Pa-
nama are subjectsof subsequent projects.

Because qf its position as an International crossroad, Panama
has a large numbqr of in-transit tourlsts. In order to capitalize on
this tourist traffic, Panama has made efforts to prolong thelr stay In
Panama. As a basls of these efforts and In order to stimulste capltal
for Investment in the development of tha tourlsm Industry, the Government

of Penama has put Into effect various Incentlives and provided si'oport
‘for the Tourlsm Institute,

Vortﬁy of note are:

(a) A 5% lodging tax with the proceeds becoming Income for
the Tourism Instltute.

(b) The transfer of Tourlst Card Income from the Central
Government to the Tourism Institute.

(c) The transfer of air departure fee Income from the Centra
Government to the Tourlsm.lnstltute.

(d) A tax exemption law for tourlst and tourist related
activitles,

(e) A modiflicatlon of the banking law to Include tourism as
an "Industry" for permlssive interest rates on forelgn
loans.

(F) A law that beneflts transportation enterprises directly

connected with tourlsm by reducing Import taxes on

vehicles,

A retirement law to attract retirees to Panamy. .

Speclal concesslon contracts for the development of tourlsm

complexes (Isla Bastimento - Bocas del Toro, land value '

subsidy for Hollday Inn, etc.)

(1) A hotel constructlion Incentive law {Annex 111, Attachmeng
8).

N g

In order to encourage the bullding, expansion or remodel Ing of
hotels and motels, certain exemptions, concessions, protections and
franchises have been established In behalf of Investing enterprises by
a governmental decree promulgated on September 27, 1967. In summary,
the decree provides that for new hotel construction or renovation the
following Is applicable:
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() Exemption from payment of duties, assessments, taxes or
tariffs of any kind that may be Imposed on Importation of all construcs
tion materlal, provided that comparable materla) is not produced In Pa+
nama, for a perlod of five years.

(b) Exemption for a period of flve years from dutles, taxes of .
tariffs that may be Imposed on furniture and fixtures and operating
equipment (china, glass, linen, siiverware), provided that comparable
equipment Is not produced In Panams.

(c) Exemption from payment of real estate taxes for a period
of fifteen years.

(d) Exemption from payment of taxes or dutles which may be ]
Imposed on capital, installations or operations, excluding Income taxes,

(e) Exemption from payment of taxes and wharfage or landing
taxes at wharves or airports bullt and owned by the enterprise,

(f) Allowance for depreciation of building and equipment at
a rate of 10% for income tax purposes,

(g) Exemption from Income taxes of the inccme orlginating from
interest earned on loans destined for Irnvestment in hotels or motels,

(h) Provision for government guarantees of up to 70% In Panama
City and up to 75% in the rest of the country on proposed Improvements,
The Government cannot grant a guarantee In excess of $5,000,000 for ani
one project and for a period exceeding twenty years. Minimum investment
requirements are $2,062,000 in Panama City and $150,000 in the rest of
the country,

A further decree was issued on March 18, 1971 which provides

for exemptions from duties, taxes and tariffs on equipment not necessarlly
used in conjunction with & hotel but which Is primarily used ir an actjv-
Ity directly or indirectly connected with or related to transportation.
for the tourism industry, such as tourist boats, buses, alrplanes, helj-
copters and fishing boats. This will particularly assist In the develop-
ment of the off-shore resort Islands and will make the hoteis on Taboga
available for use by attendees of the conventlon center in Panama City,

Another «lement of positive value that has developed during the
last two years snd has benefitted the tourlsm Industry s the Introduction
of international sport events to Panama.
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Since the Central Americar and Caribbean Olympic games held
In the months of February and March of 1970, Paname has been search-
ing for new ways of making the best of Its geographical loce- -

tion and is In the process of becoming a cultural end sporting center
for the hemisphere.

_  With the strong support of the Government, the Tourist
Institute has conducted & vigorous campaign to host international
sporting events, As a result of this campaign, they have been
able during the last year to attrect such International figures
as Pele and the Los Santos and the Cruzeiro champlonship soccer
teams from Brazil; from the United States, Joe DI Maggio and
leading golfers for the Panama Open Golf Yournament, the
Pittsburgh Pirates for exhibition games and the leading U.S.
Jockeys for the El Clasico 11 de Octubre races; the Pefarol '
soccer team from Uruguay; the Racing Soccer team from Argentina;
and boxing matches featuring Ismeel Lsguna, world featherwelght
champion from Panama; plus internativnal deep-sea fishing
contests, These wvents have not only focused international
attention on Panama but have also attracted numerous tourlsts
from Central and South America.

An internaticnal film festival was held In Panama last
year attended by fiim celebrities from a number of countrles.
Other international cultural events are under discusslon, such
as an annual inter-american dance festlval, musical festivals,
art shows and native arts and crafts exhibltions,

A recormendation of the Clapp and Mayne study of the _
"Potentials of the Tourism Industry in Panama" Is the development
of twelve specific areas to serve as ''tourist terminals', Of
these twelve zones or tourist development areas, the Tourlsm
Institute and the Government of Panama selected four that in
conjunction with the development of tourism would contribute to
" the overall development of Panama In terms of thelr soclo-economlc
impact, The areas selected are the City of Panama, the Archl-
pelago of Las Perlas |slands, the beaches of the Pacific Coast
and the Archipelago of the Mulatas (the San Blas Islands),
Technfcal proposals to conduct feaslbility studies under thes
heading of the '""Four Poles'' for the development of these areas
are presently under review by the Tourism Institute and financing
for the studies Is being negotiated with the inter-American
Development Bank (IDB) through Planificaclon,

The result of the '"Four Poles'' feaslbilliiy study is
expected to be concrete proposals for the touristic development
and financing of the areas Involved, thus glving Impetus to the
private sector for direct Invostment, It Is expected that the



"Four Poles" program will be Implemented by joint particlpation

of government (Infra=structure and land cost subsidies as required)
and private capital (direct equity and loan financing), The
Tourism Institute will follow up the "Four Poles" program with
additional feasibllity studies for the economic Integration of
tourism development throughout Panama through the technical
assistance provisions of thls project,

2. The Acceptance of Panama_as a Destination Polnt

In the last sixteen months Panama has achleved a rather
unusual forward thrust of International acceptance as a destination
point. Thils was due to a great degree to the dynamic promotional
programs Instigated by the Tourism Institute to change the Image
of Panama and enter the competitive Internatlonal travel markets.,

The partial results of Increased promotional expendltures
are discernable from the following data of guest arrivals In Panama
which indicate a definite trend of Increasing acceptance of Panama as
a destination point as well as a growing focal point for transit
passengers. The time perlod covered by the following table represents
the traditional southward bound travel by U.S, tourlsts,

REPUBLIC OF PANAMA

NUMBER OF VISITORS ARRIVING AT TOCUMEN AIRPORT
FOUR MONTHS: JANUARY, FEBRUARY, MARCH, APRIL

1969 - 1971
1971 1970 1969
January 4,414 12,400 11,564
February 13,977 13,056 11,050
March 13,373 12,019 12,716
Aprll '20533 90623 90985

Total,.. 54,297 47,098 43,313

1969-71 Two year growth average 25.3%
1970-71 Qne year growth average 15.3%

The following table represents the yearly tourist traffic
to Panama both by air and sea with the avr age of expend!turas. This
table verifies an Increase in the number of passengers remaining In
Panama for more than one day, This shows the Increased acceptabllity
of Paname as a destination point.



Year

1970
1969
1968
1967
1966
19€5

REPUBLIC OF PANAMA
NUMBER OF GUEST ARRIVALS AND EXPENDITURES (1)

THOUSANDS

Total % (2) Total % (2) Total % (2)
Overnight Guests Var, In Transit Gueses Var. No. Guests Var, Total Expend{tures (3!
187.0 + 30.3% L) 309.0 + 2.5% © 506.0 + 12.0% 8/ 41,982.0
143.0 -- L) 300.4 + 1.2% 43 b + 0.8% 8/ .29,536.0
142.9 + 6,0% L) 296.7 + 9.8% 439.6 + 8.5% B/ 25,258.0
136, + 8.2% L) 270.1 + 10.2% LoL.9 + 9.5% 8/ 25,948.0
1266 + 19.1% 245.0 - (i.7%) 369.6 + 4,3% 8/ 24,826.0
104.6 -- 2694 -- 354.1 - 8/ 19,637.0
S Year % Increase + 78.7% + 23.8% + ho,0% + 113.7%

CY-

Source Contraloria General - Balanza de Pagos .
Reprasents Percentage Varlation from Previous Year.

Valued at Variable Per Caplta Rates, therefore valld year to year comparfsons are not acceptable.

Port of Entry 1970 1969 1968 1967
Tocuman 218,947 199, 283 20(15,318 192,046

Balboa & Cristobal 90,108 101,184 94,039 78,077
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REPUBLIC OF PANAMA

GROWTH OF NUMBER OF OVERNIGHT GUESTS

I8

1967 ‘

1969

1970



To further llustrate

the following tables on hotel

provided:
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the acceptance of Penana as a destinstion,
occupancy and meeting room usage are

(e) The percentage of occupancy of the thres major hotels
having convention fectiities = EI Penems, €I Continen-
te! and Las Slests - Is as follows:

(b)

12 Honths
12 Months

First 4 Months
First 4 Months

For Micm! Beach
following:

First UL Months
First U4 Months

1969 69.1%
1970 75.1%
1970 79.1%
1971 8. 7%

the percentages of occupancy are the

1970 76.0%
1971 80,0%

Meoting spesce avallabllity snd usage of E! Panams, the
leading hote!, Is as fo!llows:

(1) Existing Space Avalleblilty

Lapacity
Bolls Vists Room 300 persons
Washington Room 75 persons
Panama Room 715 persons
Total h50 persons

(2) Space Usage

1968
1969
1970

108 groups 2,933 persons
143 grows 3,361 persons
159 groups 3,598 persons
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PROJECT JUSTIFICATION

}» Place of Project {n the Country Program

b.

Private Sectof Development

As outlined In the couﬁtry assistance program, one
of the specific objectives of the private enterprise sector
is the development of tourism as a means of promoting
private Industrial development. As envisioned, this pro-,
Ject |Is expected to raise the number of additlonal visitors
to the country each year by 110,000 and increase the amount
of tourist expenditures to B/19.6 mi!llon per year, The
accompanying generation of business In the service indus-
trles, such as hotels, restaurants, alrlines, travel
agencies and the like, are ciearly at the heart of the
project!s Implications. In additlion, the construction of
the center itself, its management and the use of Its six
floors of office space and ground floor rental area will
all draw upon the private sector,

The development of an adequate investment atmosphere
and the incorporation of the smail entrepreneur into the .
capital market are Important considerations for political
stability and increased economic development as described
by the Government of Panama. To this end, part of the

‘reasoning behind the proposed establishirent of seed capitel

suppl ied through a revolving fund for the development of -

small, tourist-related projects is the encouragement of
‘private Investment in this area. The program for training
‘personnel capable of providing the necessary tourism
‘services Is a further encouragement to private enterprise.
‘It also serves to complement the Mission's objectives with

regard to its overall manpower training activities, It
Is anticipated that some 1,300 additlonal employ ‘es will
be needed to handle the requlred Increment of 1,150 hotel
rooms ,

Impact on Employment

A major objective of the Government of ..Panama is to
increase opportunitles for employment, particularly In the
urban areas, As a result of the Influx of migrant workees
from the rural areas, the unemployment rate in the metropo-
1itan areas Is substantially sbove that of the republic ds @
whole. In 1969, the unemployment rate for the metropollten
areas was 9.U%, compared with 6,5% for the whole eountryi
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In absolute terms, the number of unemployed In the metropolii=
tan areas |s estimated at 21,000 In 1969, while approximately
23,000 people reportedly worked less than 20 days & month.

In theory, there ere three ways In which urban unemploy=
ment can be reduced: (1) Increase the rate of growth of GopP,
(2) reduce the rate of growth of the urban 1abol force, and
(3) use more 1abor=intensive production techniques.

Over the past decade, Panama's Gross Domestic Product
Increased at an average annual rate of 8% In real temms,
while the unemployment rate in the metropolitan areas dec!ined
only from 11% to 9.4% of the metropolitan labor force. On
the other hand, an 8% annusl growth rate in real terms over
ten year period is an extraordinary achievement, and Panama
cannot count on being able to continue to grow at so high a
rate over the next decade. While a high GDP growth rate is
essential to absorb the 4.5% average annual Increase in the
country's labor force, It Is not, by Itself, sufficient to
cope with the problem of urban unemployment in a developing
country charact?rlzed by @ large-scale migration from rural
to urban areas.l/

The second approach is to reduce the rate of growth
of the urban labor force. This might conceivably be done
in several ways, such as: (1) reducing migration from
rural areas to clitles by making the rural areas and smalli
towns more attractive, (2) keeping urban children in schoo!
for more years, and (3) reducing the fraction of urban women
who try to work. Some of these policles simply make the un-
employed less visible in the cities and do not solve the
underlying soclal problems. Others may be desirable, but
cannot be brought about quickly, If at ail,

Consequently, the most promising means of reduclng
urban unemployment Is the thltd approach of developing or
expanding lebor Intensive activities In the urban areas.
Development of manufacturing is not enough since modern
manufacturing processes are generally capital intensive

Y/ Over 1965-69, the average annual rate of increase of the urban
labar force was 5.4% versus 4.5% for the country as a whole,
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end employ relatively few workers. On the other hand,
service Industries such as tourism are highly labor In-
tensive, both in thelr direct and indiract effects.

The direct employment effect of the center and of
the new hotels to be constructed to sccommodate the cone
ventioneers is estimated at 2,000 jobs, This estimate
refers only to jobs created within the center and new
hotel facillities. To this direct impact must be added
the indirect employment effect taking place outside the
center and hotel facilities assoclated with the conven=
tioneer's expenditures. The total direct and Indirect
employment effect of the center and Investment in hotel
facilities is estimated at 4,000 to 6,000 permanent
Jobs, 1/

€. Impact on National Income and the Balance of Payments

The bubstantial contribution of this project to
the GNP and to the balance of payments is an essentlal
part of the justification of ‘his project. The tourlsm/
conv:nilon center together v:ith the related hotel facl-
lltles-/ are projected to result in almost 8/20.0 militon
a year in conventioneer expenditures. The total result-
Ing increase in Income Is much larger after allowance I3
made for the multiplier effects. The capltal-output ratlo
of the investment in the center and related hotel facill-
ties Is unusually favorable (V.4 to 1.0). Both the In-
come and balance of payments effects are discussed fully
In Sections (b) and (cy of the "Project Contribution to
Country's Economic Development' and under '"Project Con=
tribution to Natlonal Economy'.

Project Contribution to Country's Economlc Development

a. Macroeconomic Performance of the Economy

Gross Domestic Product (GDP) In 1960 Balboas grew from

See Scction C = 2 (&) below for a fuller discussion of employ~
ment effects.

To be bullit by private enterprise.



8/115.8 million In 1960 to 8/837.9 million In 1969; thus,

in real terms the output‘9f the domestic economy doubled
over the past ten years.— The average rate of growth of
GOP at 8.1% was very impressive and resulted in an Increase
In per capita Income well In excess of the targct rate set
by the Alliance for Progress. ~Real income per caplta rosse
from B/420 in 1961 to B/591 In 1969, or at an average annual
rate of 4.4%, Moreover, this record of growth was achieved
with minimal inflation. The Index of the Implicit deflator
for GOP (1960 = 100) rose only to 112.7 in 1963.and the
Consumer Price index (1962 = 100) app!icable to low and
moderate income groups in Panama City rose only to 112.5

in September of 1970.

Total employment grew by 124,000 between 1960 and
1969 - from 300,000 to 424,000 - while the country's un-
employment rate declined from 9.1% to 6.5% of the labor
force. The unemployment rate In the metropolitan area
also declined over the decade though it is still signifi-
cantly higher than for the rest of the country. In 1969,
It stood at 9.U%.

The rapid increase in Investment expenditures - hoth
private and public, played a major role In explaining the
economy's performance. Gross domestic investment, in 1960
Balboas, Increased from B/67.8 million in 1960 to B/203.6
million In 1969, or at an annual average rate of 13.0%.

For the most part, both private and publlic Investment grew
apace during this period. Private Investment grew vigor-
ously In all years except in 196k, 1967, and 1969. In the
latter twu years, a sharp upsurge in public Investment
spending offset the decline In the growth of private in-
vestment, Public Investment also accounted for a signlfi-
cant proportion of GOP growth in 1970, In spite of the
rapid growth in public investment In recent years, private
fnvestment st makes up between 75% and 80% of the total.

S —————

1/ Except where noted, all of the basic data In this report were
drawn from publications of the Direccifn de Estedistica y
Censo. All 1969 and 1970 dats are stil] preliminary.



There can be little doubt that the Investment climate (n
Panama has been favorable to private capltel formation
over most of the past decade,

Merchandlse exports grew &l -rather—spectacular
rates over the 1960-1970 perlod, averaglny !2.9% per year
in current prices., Over the same perlod, merchandise
imports grew at 11.9% per year. Panzina hys a substantial
trade deficit and a smaller (though stll}'slgnlflcant)
deficit on current account. ‘The latter Increased by 125%
In 1969 and by 133% In 1970, in part as a result of the
substantial increase In public Investment activity In
these two years. In 1970, Panama's current &ccount defje-
cit stood at 8/80 milljon which was lergely covered by
shorc-term government borrowing. The country's balence

of payments problem s discussed more fully under (c)
below.

Government expenditures increased significantly
since 1968 following the accession of the current Govern-
ment, In an effort to reduce urban unemployment and
provide the country with needed infrastructure, the
Government Investment budyget was substantially ncreased.
Total Central Government expenditures (current plus capl-[l,
tal) increased from B/138 mlillon In 1968 to B/170 milllon=
In 1969 and to B8/217 mllllon-/ in 1970. }he budget for
1971 Is estimated at about B/238 milliond/ Government
revenue also Increased substantially In 1970 and the first
quarter of 1971, In large part as a result of tax reform,
Total current revenues of the Central Government Increased
from B/119 milifon in 1968 to B/160 million in 1970, and
are projected at B/1B6 miliion for 1971. Nonetheless, the
increase In expenditures outstripped the increase in

3/

Excludes payment of prior year obligations and 8/25.5 million
in long term loans Issued to the Soclal Security Administration
in payment of accumulated government debt,

Preliminary estimate by Planificacion, Informe Econbmico, 197{,
page 38.

No final figure has been published at this writing.
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revenues, ralsing the overall deficit in the Central Gov-
.ernment’s budget from 8/19 mi1lion In 1968 to 8/56 miliion
in 1970, and a projected B/52 mlllion for 1971, This def-
icit has been mostly covered by Government borrowlng abroad,

The sharp Increase In public investment spending In
1969 and 1970 has glven rise to severe budgetary, balance
of payments and debt service problems. \ slow-down In the
rate of growth of public sector spending is unavoidable as
the Government Is unlikely to be abie to finance the ex-
pansion of public investment on the scale that prevallied
in 1969 and 1970. Thus, the malintenance of & repid economlc
growth rate will require vigorous growth In autonomous
private sector spending, since the contribution of the pub)ic
sector to growth must be expected to decline. Projects that
stimulate private Investment and exports are essentlal. The
development of the tourist Industry meets these needs - end
offers, in addition, the advantage of being a highly lebor
intensive activity,

{mpact of project on the GOP

Phase | of the tourist development projccts involves
two sources of lncome: the tourlsm/convention center bulld-
ing complex and the seed capital fund for small tourist-
retated projects. Of these, the tourism/convention center
is by far the more important, The center will gencrate in-
come not just by attracting conventioneers but also by
promoting trade shows (a natural for Panama in view of Its
‘locatlon, its importance as a commercial and financial
center, and the rapldly expanding trcde of the Colon Free
‘Zone). These Income effects result from expenditures by
‘convent ioneers and accompanying dependents on food, inter-
nal travel, locally produced handicrafts and consumer
‘services. Moreover, these expenditures have a multiplier
‘effect since a significant part of the income received by
lsellers of goods and servizes will be respent, thus generat-
ing additional Income. In addition, the center will produce
Income from the rental of space to stores, offices, res-
taurants, etc. An indirect income effect that is llkely to
be qulte important but Impossible to measure I3 the impact
‘on tourism through word-of-mouth advertising, A success-
‘ful convention business Is most llkely to stimulate an
‘Interest in visiting Panama,

The following estimates of the Iincome effect of the
tourism/convention ¢enter complex are based on the study
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undertaken by Relph J. Barell, Economic Advisor to the
Tourisa Institute.

The first step in the analysis is thi/eatination of
the total potential U. B. convention market.r/ This total
potential market is estimated to attain an average of
2,750,000 conventioneers a year during the decade of the
19708. It is assumed that Panama will he able to capture

~@bout g of this market, an estimate which 1s in line with

- the estimated share of the U. 8. overseas travel market that,
Panama is expected to capture over the next decade. Accord-
ing to this estimate, Panama can expect to receive 110,000
conventioneers a year staying an average of ahout four days
and spending an average of B/178 per stay. This will yield
& convention and trade show income of B/19,580,000 per year;al

Another method of estimating Panama's share of the
convention market is to examine the recent experiences of a
country whose characteristics are somewhat similar -- Mexico,
The ‘following statistics apply to those conventions up to 3,500
people held in Mexico City and Acapulco during 1970,

Number of Rumber of Rumber of
Conventions Participants Man-days
Total 92 56,200 432,410

The average number of persons per convention was 600.
8ixty-three percent of the conventions were between 100 and 600
persons, and twenty-six percent were in the 1000 - 3000 category,
Acapulco conventions were never over 500 persons, and they averaged
280 persons. Mexico City's ability to accomodate the larger
conventions (in 1970, there were additional ones of 4,000, 5,000,
7,000, and 10,000 -~ all clearly too large for Fanama) is evident.

It 18 reasonable to assume that with active and effective
promotion Panama will over time be able progressively to approxi-
mate the 1970 Mexican attendance figure (remembering that, because
of the increase in convention market, Mexico's abaoluts figure
will grow). Using the Mexican example, the following calculations
provide one estimate of the convention business and conssquent
income Panama can expect during the first five years of the
convention center's operation. (Note: the calculations, based

on the ?exican figure, assume an average per man day expenditure
of $lk,

i/ This market consists mostly of Florida, Puerto BRico, Bahamas,
Jamaica, Mexico, and Europe.

f! Annex No, 3t Addendum No,l, psges ) = Q,
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of Mex, No. of Conventions Rumber of Income
Year and Participants Man-days Gencrntqg
1 15% 1L/8,430 6l,862 2,853,928
2 20% 18/11,240 86,482 37305,208
3 30% 28/16,860 129,723 5,707,856
L 50% 46/28,600 216,205 9,51.3,020
5 % 69/412,900 324,308 14,269,552

It i8 very possible that, given the demonstrated .
grovwth in overseas convention business and the fact that 1970
8av a general drop in world-wide convention business due td
the economic squecze,the above figur=s are too conservative
and ignore the actual demand that will face Ponama in the
future. Nevertheless, ap conservative as they may be, the
above calculations demonstrate that the construction of a
convention center in Panama City will open to the country «

new source of rapid and significant incone.

Applying the

accepted 2,14 mitiplier coefficient used to meacure the
inflirect income effect of conventioneer expenditures in

Panama, one arrives at a total GDP effect of approximately
$30,537,000 by the fifth year of operation. This figure,
added to the projected rentel and other income of the
center ($658,000), gives a grand totel of $31,195,000.

In addition, there is & rental income from the
lease of stores and service establishments, offices,
restaurants, and theaters, etc, This grogs rental
income 18 conservatively projected to inqrease from
B/i59,000 during the first year to B/658,000 in the
sixth year, then to remain at that level, The direct
annuel income from the tourism/convention center can
be recapitulated as follows:

1. Convention and trade show income....19,580,000
2. Rental and other income.....seeeeees 658,000
3. Total GrOBa mcme'..l......l.......20’238’m

Allowance must be made for the imdirect income
effect of conventioneers' expenditures, sinco, as we have
noted, these expenditurcs (estimated above at B/19.6 million)
will generate incame that will, in part, be respent, thus
generating additional income, The magnitude of. this indirect
income effect depends on the sizi of the tourist income
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multiplier, 1/ The magnitude of the tourist Income mult|-
Plier was estimated by Mr. Barell in a Separate study at
2.1h, 2/ A total GOP effect of B/42,560,000 Is obtained by
multiplying the direct convent ioneer expenditures by 2,14
and adding the rental and other Income.

It must be understood that this very substantial
Income effect cannot be related'to the Investment In the

An additional Income effect will be generated by the
Seed capital fund thet will be used to make loans for small
tourist-related Projects. During the first ten years of the
tourism/convention center operation, funds availoble for
lending are projected to reach 8 cumulative total of 8/1,6
million exclusive of investment roll-over and Interest, The
Investments made with these loans are projected to Increase
the GDP, after allowing for muitiplier effects, by B/2,185,000
in the tenth year, 3/ This will bring the total annual (n-
come (incluslve of Tndiract Income effects) ganerated by
Phase 1 of the Project to B/45 million,

c. Contribution to the Balance of Payments

Since Panama uses the dollar both as the Internal and

1/ The magnitude of this multiplier |s Inversely related to the
Proportion of the increase In Income that is saved, taxed and
spent on imports.

2/ Annex No.3: Instituto Panamefio de Turlsmo, Potenclial de 1a
Industria de Turismo, March, 1970, English version, page 274.

3/ In making this Projection, It was assumed that the money In the
seed fund would be used to bujld hotel rooms and other tourist
facilities outside of Panama Clty. Total loans from the fund
during the first ten years are Projected at B/1.6 mi11lon which
would finance the construction of about 240 hotel rooms. Total
annus! Income generated |s calculated as fo!lows:

240 hotel rooms at B/10 a day for

255 days (70% OCCUPANCY) v vuntennnsss,. B/ 612,000
Expendltures on fOOdonou-couoo.nooo.ooooo. 306,000
Beverage$..........-...................... '03 222

TOTAL-o,ooooocoooco. ,02.000

Multiplying this direit |ncome effect by the multiplier
of 2.14 to take Into sccount thelr indirect Income
effects ylelds B/2, 105,000,
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external medium of exchange, balance of payments difficulte
les cannot be measured In terms of & decline In forelign
exchange reserves; but they can be measured In terms of the
size of the country's current account deflcit and how It I3
financed, as well as by the magnitude and growth of the
service charges on Its forelign debt. In terms of such
standards, Panama has a balance of payments problem, Just-
ke agy other country, Panama must be able to earn and
borrow/ enough to pay for its imports and cover the debt
service charges and other payments to the rest of the world,
The country's rapld economlic development has placed and
will continue to place a severe strain on the country's

dalance of piiyments owlrg to Its Impact on Imports and on
the debt service burden,

Panama has a substantlial deficlt on current account
which Is only partially offset by Its net earnings on
services. The deficit must be made up by caplital Inflows.
Table | shows that (a) the current account defliclt has
more than doubled In 1969,and again Increased by 133% iIn
1970; (b) 1t has now reached a substantial B/80 miilion;
ahd (c) long-term capital Inflows on both private and
public account have not been sufficient to cover this
deflclt and the government had to resort to short-term
borrowing from private commercla! sources on a substantial
scale In both 1969 and 1970. According to the latest CIAF
estimates, short-term borrowing by the public sector .
resulted In a net capital Inflow of B/35.3 million In 1969
ahd B8/37.1 million In 1970 (See Table 1). Such borrowing
has added significantly to the debt service burden owing, .
to the high amortization charges on the short-term debt.2/
Clearly, the sustained expansion of short-term borrowing
cannot continue. The country urgently needs projects that
contribute to Its export earnings or to reducing Its Impo¢
requirements., '

Data on earnings from travel for the period |960-6§
are presented In Table 2. Total expendlitures by fureign
travelers In Panama Increased from B/27.6 mililon In 1960

1/ On terms that do not give rise to an excessive debt service burdeq.

2/ The outstanding short-term debt was converted Into medium term In
1971, '
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TABLE |

BALANCE OF PAYMENTS

1967 = 1970
(in MitVions of Balboas)

1967 1968 169 lapg

Trade, net =123.1 -lzﬁis =1h2.4 =202.1
Exports'/ 109.2 117.4 131.4 129.9
Imports-~ «232.3 a2i5.9 «273.8 =332.0

Services, net 85.} 113.2 IO%.Q 121.7
Exports 189.9 210, 226.8 250.5

| Iimports «94.6 «97.2 -118.9 -128.8

Deficit on Current Account -27.8 «15.3 =34,5 =80.4

Unilatera! Trensfers, net 1.8 0.3 1.1 2.6

Long=Term Loans & Investment, net 15.0 20.3 13.7 2Q.4

Short=Term Capital=-Public sector,
net -0.5 -1.8 35.3 37.1

Short term Private Loans & changes
in Bank Assets 15.7 =2.3 13.0 n.a.

Net Errors & Omissions 4,2 -).2 -28.6 -a

1/ Include non-monetary gold

Source: CIAP Report, 197}, Figures for 1969 and 1970 are preliminary
estimates,
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TABLE 2

EARNINGS FROM TRAVEL
1960 = 69

(In Mi11lons of Balboas)

() (2) (3)
Expenditures by Forelign .Expend| tures Net
Trayelers in_Paname ty Earnings
Panamanlan - from
From Canal Other Total Travelers Yravel
Zone Yravelers ote Abroad () - (2)
1960 13.2 .. 27.6 6.5 21.1
1963 21,1 LW 35.2 7.9 27.3
1965 21.,4b 19.6 .o 10.0 . 3.0
1967 30.7 26.0 56.7 16.7 Lo.0
1968 33.9 25.5 59.4 16.0 43.4
1969 35.8 29,5 65.3 20.6 Lh,7
1970 38.3 42.0 80.3 23.8 56,5
Average Annual Compound
Rate of Growth
1960-70 1.2 1.3 1.3 13.9 10.3

Source: Estadistica y Censo
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to B/8Q.3 million In 1970, or at an average annual' compound
rate of 11.3%. Net earnings from foreign travel increased
from 8/21.1 mililon in 1960 to 8/56.5 miliion In 1970, or
at an ayerage annual compound rate of 10.3%. Net earnings
of B/56.5 miilion constitute 15% of total forelign exchange
earnings from exports ¢f goods and services and 12% of
total Import requlrements.

Given a determined effort In the area of tourist
promotion, there Is no reason why a net annual growth of
10% In net earnings from trave! should not continue over
the next decade, On thls assumption, net earnings from
travel would contribute B/146.5 milVion by 1980, & contrl-
bution which Is 1lkely to be even more significant In
relation to total Import requirements than It Is todey.

d. Tax Revenues

It has been estimated in a separate studyl/ that the
gross Income accruing to the Central Governmant from the
operation of the center would come to at least 10% of the
additional income generated. This estimate Includes the
yield from both direct and indirect taxes. On this basis,
the total contribution to the Central Government resul t-
ind from the djrect income' effects of the center would be.
8/2.0 mitlion.2/ Total Central Government revenue collect-
lons resulting from both direct and Indirect income effects
of 'the center S?d loans from the seed fund would be about
8/4.5 mil1ion,

3/

Annex No. 3: Addendum No. 1, page 2.8 ... % ¢ !

Ten percent of 8/19.6 million. Annex No. 3! Addendum No..l,
page 2.

Not all of this incresse in tax revenue Is traceable to the
investment In the tourism/convention center since addition=
al Investments In hotel facilitlies (to be undertaken by
private Interests) will be needed.
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e, Effects on Income Distribution and Employment

The benefits from this project will be widely dif-
fused among various' income groups. Lower Income groups
will stand to galn on account of the labor Intensity that
characterizes the service !ndustries. The project allocates
8/635,000 for the training of personnel capable of providing
the necessary tourist services, thus enhancing the earning °
capacity of these employees, Of even greater Importance |s
the fact that 8 very large proportion of the tourist dollar
Is spent on services. The stores, restaurants, beauty
shops, offlces, etc. In the center must all be staffed., It
Is estimatod that some 2.00?/posltlons in the center and in
new hotels will be created.-’ Additlional indirect employ-
ment effects cen be expected to occur $ince sorre of the
income will be spent on goods and services orlginating out~
slde the center and new hotel faclilities, To :stimate the
total employment effect of the project, the ¢irect employ- ,
ment impact must be multiplied by the employment multiplier,
On the conservative assumption of an employment multiplier !
of 2.0, the total employment effect of the center and
related hotel facillities would be 4,000, Alternatively,
the total employment effect can be calculated by relating
the number of new hotel rooms to additional jobs on the
basis of studies conducted In other countries, Estimates
range between ) and 4 new jobs per additional hotel rooh,

On this basls, the construction of 1,460 hotel rooms
(1,100 In Pansma City and 360 elsewhere), plus the 200
jobs in the center {tself, could be expected to give rise
to 4,600 to 6,000 new jobs.

Ouring the construction phase, an estimated average
of 300 construction workers will be employed. In addition,
the center's construction will have significant employment.
effects In related Industries (cement, brick, matal (ndus-
tries, etc.). Thus, the project will contribute signlfi=
cantly to employment both during and after construction.

The GOP places a high priority on the reduction of unemploy~

i/ Breakdown as follows:
Employment In center Itself,.....o0vevesnnsesess 200
Employment In new hotels in Panama City to
eccommodate con”ntlomers.....-.-...........‘.300
Employment In new hotels outside Pansma City
bulit with loans from seed fund..ccevcvosenes :00
: mt“.........l..z.m
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ment in the metropolitan area which was estimated at
9-1/2% of the metropolitan labor force in 1969.

fs Effect on Related Industries

The most obvious and significant impact on the center
vill be on investment in additional hotels. On the assumpe
tion of 110,000 arrivals per year, an average stay of 3.5
to 4.5 days, an average number of 1.l guests per occupied
room and a T0% occupancy rate, it has been estimated that
1,100 additional hotel rooms mill be required involving an
investment of B/22 million.t fhie calculation does not
coneider the impetus to the tourist industry.that the center
can be expected to provide. (Or using the more conservativd
calculations based on the Mexican figures, the center would
stimulate a need for an additional 800 rooms involving an
investment of $16.0 million.)

dmpact on United States Economy

The impact on the United States economy is discussed under
two headings: direct effects and indirect effects. By "direct
effects"” is meant imports from the United Btates resulting from
the construction and equipping of the center. ™Indirect effectq”
relate to incremental imports from the United Btates projected
to result from the increase in GIP accruing to Panama from the
operation of the center.

a. Direct Effects

The engineers' current best estimate is that roughly
33% of the total estimated cost of construction, furnish-
ings and equipment of the center will be spent on imports
from the United Btates. Since total cost of constructi ’
furnichings and equipment are estimated at B/b, 313,000, ,
comnodity import are projected at about B/1.h million, which
represents 2/3 of the total estimated B/2.1 million in
offshore costs, most of which will be U.8, procurement.

K

Annex No. 3: Addendum No. 1, pages 2 - 3,

Cost of construction, furniture and equipment and contingency
allovance. Excludee architect and engineer services, adminis~
4ration, value of land, training apd technical assistance.
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5.- indirect effects

These are conslderabiy more important since they
will continue - and most likely Increase = over the iife
span of the center,

The total direct and indirect Income effects from Phase )
is estimated at 8/45.0 million a yeer. To estimate what Impact
this Increased income may have on Imports from the United States,
total imports from the United Stetes have been correlated with
GOP (in current prices) for the period 1962-69. 1/ The detais

presented (n Tabie 3.
TABLE 3
GOP and IMPORTS from the UNITED STATES

(Mi1lions of Balboas)

GDP Iimports from (2)
Current Prices ‘Upited States as % of (1)
1962 504,8 66.4 13.2
1963 559.5 7.0 13.2
1964 600.8 7.2 1.8
1965 659.9 78.0 11.8
1966 719.0 87.9 12,2
1967 800.7 90,0 1.2
1968 861,4 93,5 10,9
1969 9L, | _95.4 101
Weighted Average 5,650,2 656,4 11.6

Y

The relationship between Increases in imports from the United
States to annual Increments In GDP Is actually more relevant
for the purposes of this analysis, It is found, however, that
this ratio fluctuates very widely from year to year, ranging
from minus 6,8% In 1964 to plus 16.8% In 1966, An average of
median value under such condition would be quite mesaningiess,
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Note that imports from the Unlted States os & percentage
of GOP fluctuated within tha relatively narrow range of 10 to
13%. Since there Is o definlte downward trend, @ retio of
10% was used. On this basis, the major effect of the center
(togcther with private Investments in hotels) on the United
States balance of peyments would be to expend U.$. experts to
Panama by about 8/4.6 million a year.

Bullding of Democretic Institutions (Title IX)

The impact of the project on Income distribution and
employment was covered under Section 2 (e) of the Prograa
Justification,



b. Indirect effects

These are considerably more important since they
will continue - and most 1lkely Increase - over the 1ife
span of the center,

The total direct and indirect income effects from Phase 1
Is estimated a% B/45.0 million a year. To estimate what Impact

. this Increased Income mey have on imports from the Unlted States,
" total imports from the United Stetes hsve been correlated with

-GOP (in current prices) for the period 1962-63, )/ The data:ls
presented In Table 3, :

TABLE 3
GOP and [MPORTS from the UNITED STATES
(Mi11ions of Balboas)

GDP Imports from (2)
Current Prices 'Uplted States as % of ‘l]
1962 504,8 66.4 13.2
1963 559.5 74.0 13.2
1964 600.8 712 11,8
1965 659.9 78.0 11.8
|966“ 719.0 87.9 12,2
1967 800,7 90,0 1.2
1973 861,4 "93.5 10.9
1969 9l | 95,4 10.1
Welghted Average 5,650,2 656.4 11,6

Y

The reloatlonship between Increases in Imports from the United
States to annual increments In GDP Is actually more relevant
for the purposes of this analysis, It is found, however, that
this rotlo fluctuates very wideiy from year to year, ranging
from minus 6.8% In 1964 to plus 16.8% In 1966, An average of
median value under such condition would bs quite meaningless,



Note that Imports from the Unlted States as a percentage
of GDP fluctuated within the relatively narrow renge of 10 to
13%. Since there Is o definite downward trend, o ratlo of
10% was used. On this basis, the major effect of the centur
(together with private Investments in hotels) on the United
States balance of payments would be to expand U.S. exports to

‘Panama by about 8/4.6 million e yeor.

-Bullding of Democratic institutions (Title IX)

The Impact of the project on Income distribution and
employment was covered under Section 2 (e) of the Progrem
Justificetion.
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SECTION 1l - PROJECT AMALYSIS
A. BORROWER

The Panamanian Institute for Tourism Is an autonomous government
agency created by presidential decree in September 1960, [t is
“administered by a nine-member board of directors consisting of
representatives from organlzations in both the private and public
Sectors: Ministry of Commerce and {ndustry, Ministry of the
Treasury, Ministry of Public Works, Presidential Planning Board,
Federation of Chembers of Commerce, Alrlines Association,

Association of Trave! Agencles, Hotel Assoclation and the Offlce
of the Controller General,

Primarily functioning as the focal point for the various economic,___
soclal and political facets governing the promotion and development
of tourism, It carries out analytical, planning, programming, Im=
Plementation, coordination and evaluation procedures In eccordance
with the overail national development plans and policies of the
executive branch, As such, it properly serves as the principal
Instrument in this loan proposal with the Central Government
acting as guarantor. |ts present financlial resources (nclude:
Government subsidles of $390,000 per year; a 5% hotel tax;

Income from the sale of tourist cards; & tax on the purchase of
altline tickets. '

The Tourism Institute will implement the loan in general and
will assign a project manager for the three principal areas In- i
volved, [n each cese It is planned that the day to day management
of the various portions once they are in operation will be conducted
by private and government agencles, with the Tourism Institute
retaining overall administrative and financlal responsibility,

The confidence the Central Government has in the Tourism
institute as an organization Is self-evident in the position It
holds at’ the forefront of the government's efforts to develop
tourism Into a major contributor to the country's overall economid
development, The Mission shares this confidence, perticularly
with respect to the two key Individuals responsible for the
. Institute's present policies and management and the future imple-

mentatlon of the proposed loan,

' Jose” Rogello Arlas, Jr., General Manager of the Tourism
Institute, has long been active in the clvic and Industrial )ife
of Panama, Appointed to his current post in January 1970, he was
named ''"Han of the Year'’ at the end thersof for his dynamic efforta
on behalf of Panama's tourist industry, Mr. Aries, who Is 3, \-g
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educeted at the Unlversity of Santa Clara and the Unlversity of
Southern California, He has twice been elected to public office,
as counciiman In the District Capital between 1956 and 1960 and
as a member of the National Assembly from 1960 to 1964. Other-
wise, he has had a successful career in business as Director
General of the Panama Radio Corporation and as executive In and
director of several other business corporations,

Mr. Ralph J. Barell, who is the Economic Advisor to the
Tourism Institute and who prepared the Clapr and Mayne tourism
study, is a recognized economic and travel research consultant,
Educated at Cornell, the Harvard School of Business and M.1,T.,
he has had as clients in recent years Hilton International,
Sheraton International, intercontinental Hotels, IBM, T.W.,A.,
Cornell University and the Governments of [sresel, Venczuela,
Jamalca, Bahamas and Puerto Rico. The expertise and knowledge
that he has contributed to the Tourism Institute will be
continued in the management of the proposed project.
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I, Geperal Description

The englineering phase of the project comprises the planning,
design and construction of the tour I sm/convent lon center, a combinatign
convent|on/trade show center and offlce bullding. The proposed center
contains a basement storage area and garage supplemented by outslide!
parking, a ground floor hous Ing shopping facilities and services relat-
ed to tourism, a convention hall and an offlce tower of seven (7)
stories. The facility will provide parking for a total of 350 cars. -
100 in the basement garage and 250 outside, The ground floor will *
provide a rentable area of 2600 sq, meters (28,000 sq. ft.) and the
convention hall a usable Floor area of 2400 sq. meters (25,800 sq, ft,)
and a reception-registration area of 1000 sq. meters (10,750 sq. ft.),
Each floor of the office tower will provide a net rentable area of 1000

sq. meters (10,750 sq. ft.) with the Tour|sm Institute housed on one
floor.

The center wili occupy an entire clty block, centrally located
In the El Cangrejo section of Panama City, Immediately north of the
El Panama Hotel complex. Utility service connections for electricity,
water and sewer are readlily avallable, The site is 11,282 sq. meters
(about 3 acres) In area. The Tourism Institute will develop a master"
plan as a part of the project that will provide a rational expansion of
the currently proposed facility as future needs may dictate. The Inltlal
construction phase of the proposed master plan will be financed Jointly
with loan and with counterpart funds. It s estimated that implementation
will require thirty months, and it is proposed that only one construction
contract be awarded., The archltectural treatment envisioned will utilize
modern design concepts that will result In a functional building reflect-
fng the Panamaniun ambience through the use of local materials and
Innovative designs typlcal of Panama and Panamanian inlitiatives,

Loan funds will finance the cost of construction of the basement
storage-garage area, the ground floor, the conventian center-;eception
area and the first two fioors of the office tower hoGsing the Tourlsm:
Institute and a restaurant, together with all grading, site preparation,
site clean-up and landscaping. Loan funds will also be utllized for the
purchase and installation of equipment and hardware that will be a
permanent part of the structure within the above ment{oned floord, as
well as selected furnishings not of Panamanlan manufacture that will
qualify for loan financing, including Instant translation and eudiovisual
equipment, The Tourism Institute will contribute the lend and furnish-
ings of iocal make or origin and will finence the cost of flve storied
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of the seven-story office tower, It |s éstimated that equipment and
materials amounting to about 30% of the value of the construction

cost will be Iimported from the United States or will be of U.S. origin}
Architectural-engineering services for the whole project, Including
the part of construction and procurement financed by the Tour!sm
Institute, will be financed under this loan.

2, -Estimate of Cost

A preliminary estimate of cost of the total facllity Is tabu-
lated below., This estimate, developed from preliminary sketches prepared
by the architect-'engineering firm of Villami| and Assoclates of Panama_
retained by the Tourism Institute to study the center's feasibility, -
is based on a reinforced-concrete frame, reinforced-concrete floor slabs
with waffle-type volds, and cement block curtaln walls., This cost
includes a nominal allowance for minor changes that may be Incorporated
8s design progresses, and It Is based on current prices of bullding
constructlon In Panama with a 15% escalation. Bullding construction
cost escalation is about 73% per year, and this allowance projects that
construction would commence on or about October 1, 1972. included In
the estimate Is an allowance for heavily reinforced foundatlon work to!
permit the construction of additlonal floors for future expansion. The
contingency &llowance Is based on approximately 12% of the combined cost
of constructlion, equlpment and furnishings, and A 6 E services are
estimated at 11% of the combined construction and contingency cost
estimate.

The value of the land has been computed on the basis of $88 per
square ‘meter, This flgure Is cons’dered reasonable when compared with
‘other nearby plots of land which sell between $80 and $160 per square
meter, ‘'depending on the size of lot and its accesslblllity to principal
streets, Lahd located on a maln artery, ¥ia Espafa, two blocks from
the proposed site recently sold for $160 per square meter. The Hotel
El Panama estimates its land value, Immecdlately across the street and
south of the center, at $135 per square meter. A small lot sultable
for single residences or small apartment structures, located Immediately
north of the site, Is on the market at thls time with an asking price bf
980 per square meter, Similar smaller lots In the general area, are ;
also on the market In the $50 to $100 per square meter range, the lower
limit for land where zoning regulations prohibit bulldings above three
stories in height, See accompanying map with land price distribution.

Following Is & breakdown of estimated cost of the construction
and related items showing the projected utilization of loen end counter-
part funds,
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Construction A.LLD. DORROVER  JoTAL
Civil Work '
Grading & Excavatlon 50,000 - - 50,000
Additional Cost of Founda~
tion under master plan 150,000 LI - 150,000

Basement floor-parking store
age area and maintenance .

shops _ 340,000 - - 340,000
Ground floor, tourism

facilities 527,000 - - 527,000
Convention hall-including

reception area shly,000 - - 544,000
2nd Floor of Tourlsm

Instlitute of fices 182,000 - - 182,000
3rd Floor-restaurant 182,000 - - 182,000
Identical 4th, 5th, 6th,

7th, & Bth floor offices 910,000 910,000
Outside parking 50,000 - - 50,000

Landscaping, shrubs, plants
& side-walks including

restaurant patio 50,000 - = 50,000
Sub-Total, Civil Work $2,075,000 $910,000  $2,985,000

Equipment, Machinery and

Furnishings
Alr Conditioning 208,000 144,000 352,000
Passenger Elevators (2) Li,o000 34,000 75,000
Service Elevator (1) 20,000 16,000 36,000
Escalators (2) 55,000 - - . 55,000
Framed divider partitions

convention hall 100,000 - - 100,000
Furnishings. ¢ Equipment 150,000 £0,000 200,000
Sub-Total, Equlipment L,000 244,000 818,000
Total Construction $2,649,000 1,154,000 3,803,000
A& E Services (design &

Inspection) ' 470,000 - - 470,000
Land 1,000,000 1,000,000
Administrative Overhead 72,000 72,000
Contingencies 366,000 \bh, 000 £10,000
Total Center $3,485,000 $2,370,000 45,855,000

Percent Participation 59.5 &0.5 100.0



3. Jechnical Feasibility

It Is considered that the proposed project Is technically
feasible from an englineering standpoint and that the requirements of
FAA Section 611 have been met. The architectural studles and prelim-
inary plans and costs have been prepared by the firm of Villamil and
Assoclates of Panama, The well dralned site s more then adequate for
the project, and all needed utllities are readily avellsble. Rock out-
crops are visible, and borings conflrm that rock Is encountered near

the surface throughout the property, which should minimize foundation
planning and design.

b, Implementation Plan

The Tourism Institute has & small engineering staff of Its
own (one englneer, one architect) and no expansion of this staff |s
contemplated In connectlon with this proposed work. Planning, design,
preparation of bids documents, assistance in evaluation of blds for
the construction contract and supervision of construction wil} be
undertaken by consultarts,

From discussions with the Tourlsm Institute, there are
Indications that It plans to retain the firm of Villami! and Associatds
of Panama City to do the A & E work, This firm has performed ihe pre<
liminary study of the center and the sketches and renderings which
have sefved as a basis for the current project planning. This firm
appears ‘qualified. Consequently, selection would be performed in
accordance wi'th Sectlon 2,7a of M,0, 14%2,1, March 1971, end would be
subject to pertinent requirements.

In recent years, Panama has experienced a bullding boom
and new multi-story office and apartment bulldings, both luxury and
low-income, are continually changing the sppearance of its sky line
as seen from the Bay of Panama. These sre all local iy concelved,
planned, financed and constructed projects. As @ result, there are
avallable highly qualified Panamanian professionals fully capable of
providing the needed A & E services to plan and lmplement this progra@.
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Construction services and mechanical end electrical equlpment
procurement, when performed separately from construction procurement,
will be solicited through edvertising In U.S, and Panama, and also
sought from 94| Code countries, Construction contractors will be pre=
. qualified, and awards will be based on results of public bldding to
be adjudicated in accordance with local law and practice. At this ‘
time, only one construction contract is envisioned, During 'the design,
It will be determined whether equipment will be purchased by the
Tourism Institute and turned over to the construction contractor for
Installation or whether the construction contractor will provide and
Install the equipment as part of the constructlon contract.

The total cost of the A & E services, Including the design and.
construction inspection of the components of the faclllity flinanced
from counterpart funds, will be financed under this loan, and the
projzct will be handled as one package., Terminal dates for commi tment,
and for disbursement and all conditions precedent shall apply to the
whole facillty as a unit and not only to A,I1.0, flnanced portions, and
A.1.0, will review and monitor the whole project plannning and construgce
tion, - ‘

The project schedule of work from the planning stage to the

final acceptance and occupancy of thls bullding Is estimated et 3o
months broken down as follows: :

Preparatiri of master plan layouts,
renderings, deslgn criterla and

general deslgn concepts, J months
Preparation of contract drawlings,
prequalification 6 months
Recelpt of blds, evaluation and
award of construction contract J months
"Construction 18 months
30 months

1
5. ,Malntenance

The Tourism Institute has no maintenance capabllity at present,
but contracts services of a malntenance nature on a Jcb basis, The
tourIsm/convention center, as a working facliity, will require conston}
malntenpnce both of a corrective and preventive nature. Maintenance
functions will vary from routine Janitorial services to compliceted
mechanical and electrical work and wiil be performed by a bullding
management firm under a contract with the Tourlsm Institute, A smell



- 49 =

malntenance shap, with a limited staff of bullding meintenance personnel

for minor and routine electrical, machenicel, cerpentry, plumbing, etc,.

repalrs will be housed in the basement of the bullding with en eppropri=
ate stock of spare parts, ‘ '



C. ECONOMIC EVALUATION

1. et Apal 5

a. International Business Trade. |
The overseas travel industry (tourism and business travel)
is characterized by a nigh Income elasticity, l.e, as In-
comes Increase, expenditures on travel tend to Increase
more than proportionately, Between 1959 and 1969, GNP In
the United States went up by ?2.6% while expenditures for
foreign travel rose by 153%.1/ Over 1960-68, the number
of United States travelers abroad increased by 138%, or ot
an average annual compound rate of |.4¥%.2/ :

International travel has been growing cons iderably faster
than world trade. The total number of visitor arrivals
worlwide tripled between 1958 and 1970, while the total
value of wor 9 exports Increased by 2.3 times over the
same period,

Mr. R.J, Barell, consultant for the Tourism Iinstitute, has
projected tota) U.S. overseas travel to increase from 3.9
million In 1968 to 8.2 million In 1980, or at an average
@nnual rate of 6.3% (a very conservative projection on .the
basis of past growth ratezy. Panama's share of the U,$,
overseas travel market which stood at 2,16% In 1968 |s
projected to grow to L% by 1975 and to 5% by 1980, These
projections are, of course, based on the assumption that
Panama wlll bulld the tourism/convention center and the
hotels and other facillities needed to attract *his Inflow.

b. International Conventlion Market,

The world-wide convention attendance has been increasing by
great strides in the past decade. This Is recognized by the
fact that Japan, which Is a remote destination point from
the major markets, hes been bullding iInternatlonal conven~
tion halls at home and established convention bureaus abroad,
as the one in New York City, to promote thelr facillities st

1/ Source: Stotistical Abstract of the U,S., 1969
2/ Source: Attachment No. 2, Potencial de ls_industria de Turismo,

(English version) Table X~1, Pege 237, Annex 111,
3/ Ibid., Page 25




the International level. This indicates that distances are -
no longer a primary consideration In selection of sites for
conveptions and trade shows due to the avallabllity of air
trave], particularly with the advent of the Boelng 747
Jumbo:Jet. Faclliities In Europe are Increasing at e very
rapid pace to take advantage of the current trend, especlale
ly' in ylew of the favorable group travel fares.

¢. The U.S. Conventlon Market.

The convention business In the Unlted States has Increased
very rapldly from, 21 miliion conventioneers In 1959, to .
40 million in 1968 or at an average annual compound rate
of 7.4%. In the latter year, conventloneers atten? d
300,000 meetings and spent some 6 billion dollars,

The number of United States conventioneers is conservatively
projected to grow to 74 mllllg? by 1980, or at an average
annual compound rate of 5.3%.%

!
Conventions fall into two categories: the assoclation Qroup,
which includes the massive trade shows, the technical, sclen-
tiflic and educationsl groups, 'the social and fraternal orga~
nizations, and the corporation meeting.

The assoclation meeting Is the traditional convention. 1In
1968, Chicago hosted 1,070 of these meetings. More than
1,300,000 people attended them and spent between $200 milljon
and $300 million. New York drew 2,733,350 delegates to 812
of these conventions. They spent $267 milllon,

The corporate meeting contributes the bulk of conventioneers.,
Nore than a quarter of a millfon corporate meetings were held
In 1968 and 28 milllon businessmen attended them, Moreover,

companies favor executlves taking their wives to conventions.

A few years ago the number of accompanying wlves was less than
f0%. Today It Is over 50%.%

Two other trends in the convention business are of significance:
(1) the tendency to move conventions out of the large urban
centers to resort areas; and (2) the movement of conventlons

to overseas sites. The latter cccurs both because the export
business has assumed Incressed impcrtance for many U,S.

1/ Source: Editor of World Conventions, Hem:stead, Long Island, N.Y,
and Attachment No. |, Page 3, Anrax 11,
2/ Projection by Raiph Barell '
* F, Richard Ciccons, Associated Press releals from Sen Jusr Ster,
April 13, 1969, :
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companies, and because the growing tendency of wives to
accompany thelr husbands Is generating & desire to visit
exotlc places, A convention center In Panama would capl=
talize on these trends:

(1) Trend to Resort Areas. This trend Is well 1lus-
trated by the success of Las Vegas as a conventlon
city. To Increase Its tourism, In 1959 Las Vegas
opened 8 modern $10 mllilon convention center on
67 acre site, which today schedules over 250 conven-
tlons a year worth more than $50 mililon,

The following statistics* for Mlami Beach show that

the number of conventions, conventioneers and amount
spent by conventioneers has more than doubled In the
nine years up to 1967:

Co fons In M Beac
Oct, 1 = No, of Con~ No. of Con- Convention= Amt, Spent by
Sept, 130 yentions yent loncers eer Days Convent loneerg
1958-59 307 128,895 714,078 22,950,L67
1959- 60 366 279,150 1,514,049] Lg, 700,220
1960-61 433 293,460 1,625,768 52,252,102
1961-62 508 182,512 1,011,116 32,0497,27¢C
1962-63 Los 202,406 1,121,330 35,933,314
1963-64 L35 150,441 836,427 26,882,762
1964~ 65 482 232,232 1,286,566 L1,350,769
1965-66 645 243,466 1,348,802 43,350,496
1966~67 811 274,681 T 1,340,043 L7,478,500

*Tourist Development Authority, Miami Beach, July 29, 1969

Similarly, the figures for Hawall also bear out this trend as
shown In the following table:

Lopventlons In Hawall

Year No, of Events ndan
1964 62 18,521
1965 113 22,182
1966 134 50,487
1967 192 67,702
1968 284 11,979
1969 160 89,688

1970 203 75,42)
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The new International convention center in Hawall |s

e complex composed of a concert theater seating 2,158
people, an exhibition bullding of 50,000 square feet,
an assembly hall seating 608 with ten adjolining meet-

Ing rooms accommodating groups from 25 to 800 end an
arzna with 8,731 seats.

Trend to Overseas Meetings. In January 1968, the
American Society of Assoclation Executives (ASAE) sant'
out questionnalres to Its 2,410 members. Responses to
that questlonnalre revealed that 432 assoclations or
abcut 18% of the ASAE's member groups, have conducted
meetings or conventions outside the continental Unlted
States. By far the greatest proportion of these meet~
Ings, 350 or 81%, were held by assoclatlons with a
national membership., Those having state or reglonal
membership had held but 76, or 17% of thelr meet |ngs
outside the United States, The ASAE questionnalre also
revealed that the average annuval budget for natlonal .
assoclations was $664,000, compared to $168,500 for the
state and reglonal ossoclations,

The natlonal assoclations have an average membership of
15,470. Giv o the generally accepted measure that from
10 to 15% of the membership of large associations attend
annual conventions, the Importance of the natlonal groups
becomes clearer. In fact,” from the ASAE floures one )
could rcughly say that & market of 400 conventlons with
an apprcximate medlan slize of 1,500 persons existed for

a forelgn convention tacility,

Supplementing ASAE findings Is Information from Indi-
vidual companles. For example, In the last few years
Philcd-Ford Division of Foard Motor Company has chartered
thirty 707 jets to ferry 5,000 applliance and electronic
dealers and thelr wives from the continental United States
to such places as Puerto Rico, Hawall and Paradise Island
In the Bahamas at an annual average cost of $2.5 mi11}on
to the company. Last year, 4,000 John Deere dealers from
the United States convened In Mexico Clty. Also last,year
3,300 Insurance salesmen met In Jamsica, More Information
on the Latin American market Is given below.



ds Choice of Caribbean, Central American and other Latin

American sites for conventions,

Much of the overseas conventlon business of U.S. firms and
associations has been flowing to the Caribbean, Central
American and other Latin American areas, due partlally to
the affinity with the region along with Its proximity,
Mexico recelved a large share of the business. For 1970
Mexlico had 98 reported conventions with an attendance of
-approximately 75,000 conventioneers from abroad. Annex 3
contalns a list of the conventions and thelr attendance,
Note that the 1ist contalins only foreign participants and
does not Include numerous meetings not reglistered. The
largest conference was for 10,000, that of the Conferencla
Ultreya Mundial, but there were many over 1,000, lncludlng:

1970 Conventions In Mexico with a ¢ nge over |,000

Dairy Queen Associatlion

American College of Cardiology

Congress of 'Ophthaimologists

IBM Canada Ltd.

Xerox Company, Inc.

American Ass'n, for the Advancement of Sclence
Western Shrine Association

Congreso Internacional de Anatomla Patolégica
Club Serra Internacional '
Teleflora

Congreso Internacional de Microbiologia
Society of Mining Engineers of AIME

Deere and Company

Dallas Morning News

World Conference of Travel Agencies
Interamerican Trave! Seminar :
American Association of Hotels and Motels
Marketechs, Inc.

American Anthropological Association

Jamaica, Puerto Rico, Caracas, Buenos Alres,

1,200 - 1,500
3,500
3,000
1,100
2,200 _
1,500 - 1,800
7,000
1,500
L,o000
2,000
5,000
1,000
4,000
1,000
1,000
1,000
1,500
2,000
2,000

Rlo de Janelro,

Sao Paolo and,other places have caplitalized on this market,
but all, including Mexico City, are hampered by the lack of
adequate convention facilities, a need which the proposed’
center for Panams would supply. For examplie, the largest:
hotel convention room In Mexico Is thal of the Camino Real,
which would concelvably ba stretched to sccommodate 2,500,



although the 1,500 delegates at the American Hotel and Motel
Association meeting oould not all oonven® in one hall, even
though there was no other large meeting at the time, and had
to meet in smaller groups at various meeting rooms in several
hotels. The claimed seating capacity of some hotels for ocon-

ventions is not reliable.
Panama's Potential Market.

The average annual competiitive conventioneer market with

Panama over the decade of the 1970's ig projected in the
following table.,

TOURISM/CONVENTION CENTER

ESTIMATED COMPETITIVE CONVENTIONEER MARKET (1970-80)

AREA NO. OF CONVFi!TIONEERS PER YEAR
Florida 400,000

Puerto Rico" ' 400,000

Bahamas 200,000

camaica 200,000

Mexico 300,000

Europk, Selbcted countries 300,000

Other U.S. and Caribbean Areas 450,000

TOTAL Potential Market 2,750,000

Sourcet Annex III, Addendum No. 1, Page 1

(Note: See more conservative projectione.and calculations ih
Section I-C-2-b,) '

The potential Panamanian convention market is estimated at L%
of this total potentiel market, or at 110,000 conventioneers
per year. They are projected to spend an average of $178 per
stay of from 3.5 to 4.5 days, on the basis of experience in
Miami Beach and other sites.

There are at present no sultable convention facilitles in
Central America, or for thst matter, in most of Latin America,
Because of its central loca’ion, the establishmeni of a con-
vention and trade show centsr in Panama is wmost likely to



capture a large proportion of the convention and trade
show business involving mixed delegations from the United
States and Latin countries. The fact that Panama {s al-
ready popular as a site for conventions and conferences

is evidenced by the fact that 17 conventions, conferences
and meetings took place in 1970, Of these, six had dele~
gates numbering from 500 to'},OOO. five from 300 to L99
and six between 50 and 299.~" | However, because of the
lack of adequate convention faciliities, Panama has had to
turn down a considerable number of conventions, For
example, this year E! Panama Hotel has already turned down
a conference by the American College of Surgeons (40O at-
tendees) and Weltz Travel Inc. (200 persons? and Is tenta-
tive on two others, Amway Corporation (300 persons) and
International College of Surgeons conference (L50-550
doctors),

Trade shows have also grown in importance and will supplement
the income obtained from conventions. Mr. Arthur Friedman,
President of General Exhiblts, Inc., estimates that trade /
show expendlturas in the U,5. now exceed $2 blllion a year,=
equal to about a third of annual expenditures by U,S, con-'
ventioneers. In view of the rapid growth and present
magnltude of both the conventloneer and trade show markets,
the rental Income from convention and trade shows that was
projected in Table 4 ($75,000 a year after the fifth year)

Is a conservative estimate,

Panama's potentlal Is uniquély enhanced by its geographic
location, As a major crossroads of the world, it can
capitalize on this position, particularly as a regional
center for Latin America, in attracting conventions and
trade shows. Panam~ already enjoys advantages as a commer-
cial and banking hub for Central and South America. There
are sixty-five banks located in Panama, representing twenty
five banklng firms. These include four American fir '
dne British}/, two Spanish, two Colombiand/, two Swiss, one
German and one Korean, with other countries to be represodt-
ed in the next two years, Included with its commerclal

1/ Tourism Institute, Tourist Profile of Panama, (prepared for CiAP Meet~
ing) Aprll 1971, Pages 48-50, ‘

2/ Sales Meeting Magazine, January 1971 issue, Page 41

* See Annex 3}, letter of May 27, 1971, El Panama Hotel

3/ The First National City Bank has 15 branchas, Chase Manhattan 6
branches, Bank of America 5 branches, First National Bank of Chicdgo
1 branch, U.5. Investment Bank, | branch,

4/ Bank of [ondon and Montreal § brenches.

5/ The Bank of Colomblia = 5 branches, 8ank uf Bogots = I branches,



advantages |s the fact that the dollar (Balboa) Is the
medium of exchange and Panamanian banks are depositories
for funds of corporations and cltizens from other Latin
American countries, There are more consulates In Panama
than any other Latin American country. HKany U.S. and
Latin American firms have branches, offices or other
representation In Panema. Of assistance In its commercla
importance Is the bilingual capacity not found In other-
countries of the hemisphere. Although It functlions on an
international basis, It remains a Latin country which
makes it favorable to Latin Americans. For these reasons
Panama Is a focal point for Latin America,

Combined with these factors, there Is a growing tendency

to reglonal activities and cooperation on the commercial, .
political and cultural levels, Thus, there is an Increased
need for both reglonal convention facilities and for a
trade show exhibltion hall, The proposed project would
satisfy this requirement.

Panama's Adequacy as a Conventlon Site.

A 1968 Booz, Allen and Hamllton study of the U.S. conven=
tion market as it pertalns to meetings held outside the
continental United States contains the following:

"The most Important factors Influencing site selection are
the adequacy of convention and lodging facilities and '
frequency of air scheduling, but the adequacy of space for
assembly, meetings, and exhibits Is the single most Important
factor. The ability of a community to house delegates
comfortably within walking distance of the convention activ-
itles also Is a critical factor.

In addition, a clty must offer frequent flights In order to
be attractive to those selecting u site for a convention,
Both conventlon managements and delegates typlcally prefer
a high degree of concantration of essentisl community and
convention faclllities., These preferences generally favor
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.slte locations In downtown areas, since easy walking dis-
tances will encourage attendsnce, ease problems of event
scheduling, and lessen time spent In and cost of transpor-
tation. Concentration allows the delegate, who typically
Is without a personal automoblle, to make the most effec~
tive use of hls limited time In attending convention events
shopping, dining, and taking advantage of local entertain-
ment and other leisure time opportunities,"

in many respects Panama Is alréady uniquely sulted as o
convention site. With the construction of the convention
center, all major Booz, Allen and Hamilton criterie will be,
satisfied. Outlined below are some of the principal factors.

(1) Adequate Meeting Facilitles: The convention center wiill
seat 3,500 peoplie In the convention hall of 25,800
squarc feet, for a ratio of 7.4 square feet per person;
a ratlo well above that accepted as adequate., Further-
more, the center will contaln separate smaller confer-’
ence and meeting rooms and movable wall panels which |
will make it completely adaptable to whatever particuler
needs the convention groups may have. The exhlbition :
space totals 36,500 square feet permitting 500 exhibits,

(2) Concentration of Facllitlés. The conventlon ceniar wiil
be a '"total" facility. It will contaln a first class
restaurant seatlng 750 persons and Is capable of belng
expanded to accommodate much larger numbers. There willi
be a snack bar and cafeterla seating 100 people, branch
offices for all alrlines, tourist shops, barber shop, -
beauty shop, drug store, first ald statlon, and other
services, with bllingual assistance personnel In every
locatlon,

(3) Availablllity of First Class Hotel Rooms., At present Pa-
nama City has 1,381 flrst class hotel rooms, 850 of which
are within five minutes walking distance of the conventlon
site. There are up to 1,000 additlonal hotel! rooms of
varylng degrees of acceptabllity, some of which could be
up-graded. By the estimated time of the center's comple- —-
tlon In mid-1974, the number of first class rooms will.
have Increased to 2,750 and will reach 3,500 In 1975 con-
talning a total of 5,800 tads. The hotel rates are below
the International competitive price levels. '

The accompanying chart ard dotalled schedule of hotel icon=
struction Indicates that, based on present known data,

(continues on page 63)
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PROJECTED SUMMARY OF HOTEL CONSTRUCTION

(PROJECTS USABLE IN CONNECTION WITH CONVENTIONS)

1971 - Stargs

Holiday Inn
Granada - Addition
Ramada Inn - Colon
Hyatt - Taboge
isla Viveros

Total

1972 - Starts

Ejecutivo Addition
E! Panama Addition
Hyatt - Paitille
Contadora
La Venta
Coronado

Total

1973 - Starts

indesa (P,V,)
Paitilla - Intercon-
tinental

Total

150
155
100
705

No. Rooms

100

Loo
100
300
150
7,130

gggg!etlons

Weshington Hyatt

Total

Comgletlons

Hyatt - Taboga
'Granada

Total

Completions

Holiday i(nn

Ramada Inn

La Venta b

Viveros
Total

No. Rooms

No, Pooms

155
Lo

No. Rooms

260

150
300
100
L)
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PROJECTED SUMMARY OF HOTEL CONSTRUCTION
(PROJECTS USABLE N CONNECTION WITH CONVENT|ONS)

(conclusion)
1974 ~ Starts No. Rooms Lompletions No. Rooms
New Alrport Inn 150 Ejecutivo 100
E1 Panama 8o
Contadora 100
Hyatt-Peitilla Loo
Coronado ﬁg_
Total Total 30
150
1935 - Starts No., Rooms 'Completions No. Rooms
None Scheduled L) Paitilla - inter-
Continentel 3oc
1976 - Starts No. Rooms Zompletions No. Rooms
Cludad Marina 4oo indesa (P.V.) 400
Alrpott inn 150
" Total T00 Total 50

0f further consideration is the prevailing situation 1llustrated by .
the accompanying graph which shows that the peaks of the intermatiopal
conventiod attendance take place when the Panaxanian hotel occupancy
i at it lowest.
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there will be a sufficlent number of hotel rooms usable
for convention/trade show bookings during the early A
years of operation. As the bookings Increase and hotel
occupancy levels off at over 75%, additional Investments
In hotel facilities will be generated. The Government's
plans for a convention center have alremady ettracted |
venture caplital, Additional caplital will be sttracted
85 soon as constructlion Is confirmed,

Taxls are abundant and Inexpensive In Panama; furthermore,
the Tourism Institute wili encourage hotels to establfsh
and support financially a minl-bus shuttle service which
will provide frequent and scheduled transportation beg-
ween the hotels and the convention center.

Frequent and Rellable Alr Transportetlion. Presently, ,there
are the following dally flights erriving to and departing
from Panama City's Tocumen Alrport!

Dcstlnatlon
Mlami
New York

Dallas/Houston

Los Angeles/San Francisco
New Orleans

Central America/Mexlco
South Amerlca

b=4
W AORRNNWIT

There are also several flights per week to and from Wash-
Ington, Chicago, Detrolt and other points., Alrline ser-
vice Is being expanded and by 1974, when the center ls
completed, other polnts will have been added,

To handle the anticlpated conventlion business, minl-bys
and other larger bus service providing frequent and sched-

uled transportation between the major hotels and the alr-
port will be established.

Reliable/International Communicatlons, Direct telegram,
radio telephone and teleprinter services with all parts of
the worid are provided by Tropical Radlo, All Americon
Cables, Intercomsa, and Comunicaciones, $.A., (mlcrowave),
Cable offices are located In the major hotels. Rates!to
the United States are 37¢ per word to New York, Miami .and
New Orleans and bh¢ to all other places. Rates to Cenade
sre UB{ per word and 51¢ to London. A person- to-persdn

night rete telephone call to New York costs §3 for thiey
wminutes,
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Restaurants and Night Life: There are 24 first class

restaurants with a seating capacity of 3,600. These ,
feature a diversity of International culsine, includidy

rench, Chinese, Italian, Spanish, Argentine and Swiss,

in addition to such Amerlcan standards as three Col,
Sanders' Kentucky Fried Chicken establiishments. About
half of these restaurants are within walking distance '
of the convention center, and none are more than flve-
minutes away by taxl. In-addition, all the major hotd!s
feature ample restaurant faclilitles.

Most of the major hotels feature casInos and have nlgﬁtly
shows. Three have dancing facllitles, Additicnally,
Panama has many night clubs which the normal conventidn=
eer and his escort would find appealing.

Daytime Diversions. For wives and weekends, Panama
offérs many and varied diversions:

(a) International shopping bazaar with goods from aii
over the world at prices competitive with the place
of origin in addition to the Free Zona where tourists
may purchase duty-free goods at excellent bargains,

(b) First class eighteen-hole golf course in the city
plus other courses in the Canal Zone for those with
military privileges,

(c) Major historical sites including Panama Viejo, and
Portobelo, described earlier, Fort San Lorenzo, the
Las Cruces trall gold route across the Isthmus, and
Casco Viejo, the old section of new Panama built iin
1671 contalning the golden altar saved from Morgan's
sacking of Panama Viejo, the flat arch, Bolivar Room
where Simon Bolivar proposed the Pan-American Unlon,
the Cathedral, old churches and other points of
interest.

(d) Beaches on both the Atlantic and Paclfic Oceans,
ciean, attractive, palm-fringed with good skin-diving,
snorkeling and water skiing, Excellent swimming
pools in El Panama and E] Continental Hotels <

(e) Fishing Is among the best iIn the world: the word
Panama means abundance of fish, Plenty of boats .are
available and fishing excursions can be easily
aurranged. There are exclusive fishing and yacht
clubs whose facilities can be used by tourists,
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Panema Canal = a prime attraction for Americeans.
There Is easy access to the locks only minutes
away from the heart of the city. Arrangements can
be made for transiting the Canal,

island hopping to lovely tropical islands: Tabdga
with Its good beaches, Las Perlas with good beaches,
skin-diving and fishing and the San Blas Inhabited
by the Cuna indians, preserving their native way'

of life. Hotel and restsurant facilities are
avellable on the Islands.

Folklore, carnival, flestas, falrs - Spanish and
indigenous. The carnival Is one of the best In
Latin America.

Theater and arts, There are conrerts, art shows.
etc. In addition to the cinema, &nere Amer ican
movies are shown on a first run basls in English
with Spanish sub-titles, The theaters are first
class, There Is also an International film
festival held year!ly.

Churches - most denominations are represented In
the City or the Canal Zone. '

Sports, events of various types - soccer, basebéll,
basketball, boxing, jal lal, bullfighting, cock-~
fighting, horse racing, etc.

Museums = the Anthropological Museum has an Interest-
ing collection containing some good pr~~Columblan
objects.

Bilingual Cepacity. Language is no problem in Panama.
Although Spanish Is the official language, English i3
spoken In a1l the hotels, restaurants and other facll=-
ities and is understood quite yenerally in the city.:
Translation services for all major languages are readily
svailabile, '

Banking and Currency., The United States doller, calied
officlaily the Balboa, Is the currency of Panama. Thus,
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there are no exchange problems or confuslon of
currencles by tourists, Outstending Internations) -
banking services are present, Including branches of
the Bank tf America, Chase Manhattan Dank, First
Nd{lonal City Bank and the First National Bank of
Chlcago,

Effective Sanitation and Health Conditions., Panama
Is on2 of the few clties of Latin America where the
weine 15 completely safe, Also, fresh frults and
vigel . ,us may be eaten, Sanltotion Is excellent In
the het:is and restaurants. Medlical facllitles are
first-rate and excellent doctors ore avallable who
speak English,

Benlgn Climate. There Is no smog, Temperatures are
practically uniform si1 year round, averaging 73 to

81 degrees (F) on the Pacific slde and 73 to 84 deqreos
on the Atlantic slde, Although there Is a ralny season,
there are few days In whick to: sun does not shino for
8 part of the day.

Geographic Location, Panams s 2 crossroads of the
world enjoys a unique advantays far International con-
ventlons and trade shows, Alti.ough this paper con-
centrates malnly on the U.$, ttnvention market, there
Is a growing Central and Latin American participatinn
In conventions by corporatlion: and assoclations, Pano-
ma should particularly be able rp profit from the trade
show and Industrial exhibitlon mirket which Is greatly
Increasing In International scope,

g. Promotion and Operation

(1)

Promotion of Panama. The Tourism lostitute Is well oware

of the necessity of promotion to assiare the success of

the center. It has undertoken measuras flrst for the
promotion of Panama Itself. This wil! be a far-reaching
campalgn conducted through all media - magezine, televislon,
radlo and newspaper. Its alm I3 to Improve the Image of
Panama and to develop Panama os a desired dastination point,
Much has already been accomplished In this regard and the
efforts are being lncreased. The promotlon) faclllglon

of the Tourism Institute are racognized &3 swiong the best

In Latin America. :



(2 Direct Sales Promotion Program. The second phase of the
overall program wil) ba the activation of a new marketing
and Sales Department within the Tourism Institute to
establish direct and concentrated convention and trade ;
'show promotion at the international level, This Départe”
ment will be supported by offices In world-wide commerciel
centers, A new marketing and sales office will shortly. be
opened in Miaml for the purpose of making direct contact
with all conventions and trade shows held li the south and
southeastern United States and willl serve as a base for!
International marketing of Panama, All the existing Pana~
manfan Tourist Offices In New York, Chlcago, San Francisoo,
Madrid and Tokyo will b= developed Into a competitive
marketing and sales promotion position,

(3J Services Avallability Program, The Tou Ism Institute will
employ a professlonal convention manager to assure the
proper servicing of conventions once they have heen con-
tracted. His dutles will be the day to day supervision of
the operation of the center, such as making the Initial -
contact with the user, planning space allocatlion, arrangling
transportacion, decorations, catering, etc. The Tourism
‘Institute Is also making plans for expediting customs
clearance for all materlals and equipment needed for cop-
ventions and trade shows, It will have on hand a bllilingual
staff. It will have avallable a professional crew of
electriclans, soundmen, carpenters, stage hands, security
personnel, caterers, decorators, secretaries, sign palnters,
messengers, and all others as needed. It will have avall-
able the most modern audlo-visual equipment, spotlights ‘and
all other required equipment for rental. There will be
office space avallable for ¢onvention/trade show managers
and thelr staffs,

(Q.) Incentives Program. Furthermore, there will be Incentives
for the hotel chalns to promote Panama as a convention site,
particularly the new Holiday Inn and Hyatt hotels, Pan
American and Braniff alrlines will also be able to assist
in this endeavor by encouraging their sales departmenti to
promote Panama as a convention site, Additionally, the
Tourism Institute plans to provide speciel incentives to
travel agencies for the promotion and sollcltation of cone
ventions and trade shows for Panama, '



2. pProjected Contribution to Natlopsl Ecopomy.
(@) Net rate of return

The total caplital outlay required by the center Is
estimated at B/5.8 miliion, as shown In Sectlion D,
Financial Apalysis,

The direct Income from the convention center building
complex, operating expenses, depreciation and net

profits are summarized In the rate of return calculation
In this section. The projections are based on the follow-
Ing estimated rentals and rentable areas of floor spdce:

(1) The ground floor (lcbby area, steamsl.'p and alr=
lnes offices, shops, personal and ¢inanclal
services, local transportation, food and beverage
services outletc. etc.) has a rental area of
26,875 square feet and an estimated rental rate
of B/7.00 per square foot, yielding an annua} ront
of B/188,125 when fully ronted. The calculation
In Table 4 conservatively assumes that 60% of the
ground floor area Is rented the first year, 75% the
second year and 90% In subsequent years,

(2) Conventlon and trade show area wili be rented during
150 days per year after the fifth year; the assumed
rental rate |s B/500 per day,

(3) Five floors of offlce space, 64,500 square feet at
B/5.50 per square foot per year, plus one floor:
rented to the Tourism Institute (12,900 Sq. Ft.) at
B/3.00 per square foot. Occupancy rates for thd
flve floors were assumed as follows: Ist year 70%;
2nd year 80%; 3rd year 90%.

(4) Restaurant, 7,500 square feet at B/L4,50 per square
foot per year,

Interest payments on borrowed funds were excluded
from costs In this calculation since Interest should
be treated as a return on- capital :

1/ While interest payments are deducted from net operating Income ln}cal-
culating return on equity, they should not be deducted in calculating
the rate of return on the total investment of the project,



2.
.

TOURISM/CONVENTION CENTER

RATE OF RETURN CALCULATION

(Thousands of Dollars)

Year Year Year Year Year Year Year Year Year Year

—t 2 ......3 b 5 6 7 8 9 10
RENTAL INCOME
Ground F1OOr..ecoseeseesease 113 141 169 169 169 169 169 169 169 163
Trads Shows & Convention...,. 20 35 50 50 60 75 75 75 75 75
Floor Office Space...eccea.. 287 325 360 360 360 360 360 360 360 360
Luary Restaurant...c.eeese.e 34 34 34 34 34 34 34 35 34 34
Other INCOMe.ccecacscaocases 5 10 15 20 20 20 20 2 20 20
Total INCOMe.noonvnvenenves. hS9  SB5 628 633 643 658 658 658 658 658
OPERATING EXPENSES...ccceeee 51 78 89 91 93 93 93 93 93 93
NET OPERATIMG [NCOME........ 1408 L67 539 5k2 550 565 565 565 565 565~
DEPRECIATION...veeeeaeessees 136 136 136 136 136 136 136 136 136 136
NET BOOK PROFITS..eccecevace 272 33! ho3 Loé Lik 429 429 429 429 429
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The projection denotcs a net annual book profit

(after deduction of depreciation from net operating
Income) of B/429,000 In the sixth year, which Indicates

an annual rate of return of 7.5%. Note that the rental
Income projection assumes constant rental rates for
fflce and convention hall space over the decade of ‘the
Os. This is a very conservative assumption, Skould

Panama continue to grow at anywhere near the same

rate as over the past decade, rental incomes and the
rate of return are likely to be higher than projected

here 1/.

No factors are known that would Introduce signlficant
artificial distortions (such as admin' “tered prilces,

high tariffs or taxes, subsidies, etc., In this rate

of return calculation,

(b) capital - Output Ratio:

The capital-output ratio relates the total investment In

a8 project to the total income that it generates, For the
punpose of this calculation, "output' iIs defined as the
total income resulting from the direct expenditures of the
conventioneers and their dependents, The direct i ncome.
effects resulting from subsequent respending cycles have
been excluded, as these are generally excluded from a
capital-output calculation. " Also excluded are the income
effects from the seed capital fund, The direct Income -
effects from the center were estimated at B8/20.2 milllon

a year (seec above, Program Justification, Section 1i (b}.),
or $14,928,000 according to the more conservative calculation.
It has been noted that not all of thiy:8/20 million income
effect con be attributed to the tourism/convention center,
since additlonal hotel facllitics must be bullt to
accomodate the convention trade. The capital-output ruatlo
must reflect the total convention-hotel package since the
income effects of the two eiements arc Inseparable, Since
the investment In hotel facilities has been estimated at
8/22.0 million, the total capital investment (n the center
and hotel facllitles Is estimoted at 8/27.8 million,

1/ Operating expenses were 8lso projected to remaln constant but are

T  actually most likely to rcise, However, the rise in rental Income
in absolute terms s likely to substantially outstrip the rise In
operating costs.



The capital output ratio of the tourism/convention center-
hotel package is thus estimated at B/27.8 million = 1.4
20.2
This is an unusually favorable ratio since capital-output
ratios generally fall within the range of 2.0 to 4.0, 1/
Or, according to more conservative calculations, since the
investment in hotel facilities generated by the center has
been estimated at $16.0 million, ‘the total capital invest-
ment in the center and hotel factlities is estimated at
$21.8 million, The capital output ratio of the tourism/
convention center-hotel package is thus estimated at 21.8
14.9
million = 1,5. As mentioned above, ‘this would atfll.repreaent
an unusually favorable capital-output ratio.

¢) General Conclusions:

The ‘analysis suggests that there is a strong justification
for .the project. This Justification lies not so much in

the tommercial profitability of the tourism/convention
center itself as in its total impact on the Panamanian
economy. The project analysis indicates that the center
will yleld an acceptable rate of return, th.:gh this rate
may 'be somewhat lower than in many commercial undertakings,
at least during the first four or five years of the center's
operation. However, the project's main Justification lieas
in the substantial income and employment effecta it is
expected to generate for Panama. The project capitalizes

on the very bright growth prospects for international con-
vention facilities in Latin America and on Panama's strategic
geographical location. The outlook 18 for a most favorable
capital-output ratio even when the secondary income effeots
of conventioneer expenditures are ignored.

1/ The lover the capital output ratio, the more favorable it is,
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D. FINANCIAL ANALYSIS

I+ Funding Requlrements

The total cost of the project by dollar and baiboa costs |s pre-
sented In the following table:

. C 0 8§ T

Description S B Total
Land ‘ .- 1,000,000 1,000,000
Constraction 625,000 2,360,000 2,985,000
- niture & Equipment 618,000 200,000 818,000
~rchitect & Engineering Services 300,000 170,000 470,000
Administration - 72,000 72,000
Contingency 185,000 325,000 510,200
Tourism/Convention Center 1,72¢,000 L,V27,000 5,855,000
Tralning & Technlcal Assistance 395,000 240,000 635.000
Total 2,123,000 4,367,000 6,490,000

Fercent 33% 67% 100%

Contlngencies amount to approximately 124 of tourism/convention
center costs excluding land. Also Included in funds requirement is a
15% construction cost escalation allowance.

Interest during constructlon, estimated at $128,000,and an
injection of $100,000 working capital at inzeption of operations have
not betn listed as a Tourism institute contribution, but have been taken
Into atcount in the project financial planning and feasibillty.

All "funds are expected to be disbursed within three years of the
loan agreement date.

2. Sources of Financing

The following three tables show, respectively, the proposed
sources of financing, timing of projected funds disbursements and costs
of Individua! projects by sources of funding.

. COST

Source S ] Total %
A.1.Dy 2,074,000 2,026,000 4,100,000 63
Tourism institute h9,000 2,341,000 2,350,000 37

Total 2,123,000 L,367.000 6,490,000 100




- 73 =

¢c 0 S T
Source Year | Year 2 Year 3 Totas
AJ1.0D, 479,000 2,661,000 960,000 4,100,000
Tourlism institute 1,026,000 102,000 1,262,000 2,390,000

1,505,000 z!zsg!ooo*“ 2,222,000 __ 6,490,000

_ , c 0.5 T
Description A,1,D, Tourism institute Total
Land .- 1,000,000 1,000,000
Construction 2,075,000 910,000 2,985,000
Furniture/Equip. 574,000 24l ,000 818,000
Architect/Engr. Serv. 470,000 - - 470,000
Administration - - 72,000 72,000
Contingency 366,000 144,000 510,000
Tourism/Convention
Center 3,485,000 2,370.000 5,855,000
Tralning and Tech. '
Assist. 615,000 20,000 635,000
Total 4,100,000 2,390,000 -~ 6,490,000
Percent 63% - T% 100%

T
~ The total cost of the project is estimated at $6,490,000.

A.1.D. will-fund not to exceed $4,100,000 through the subject loan and
the balance of $2,390,000, which amounts to 37% of the estimated total,
will be financed by the Tourism Institute and the Government of Panama,
The G.0.P. will provide concessionary financing to the Tourism Instltute
in the form' of a $1,000,000 non-irteresting bearing loan repayabie In
flfteén years with a five-year gracc period. The loan will be used for

the cgnstructlon of the top five office storlies planned for the tourism/
convention center.

The major additional contribution by the G.0,P. Is the land
for the site of the proposed center, included above at $1,000,000., The
tand value Is based on a price contour study of adjacent or nearby laid
and Independent appraisals.

The above financial support from the G.0.P. demonstrates its;
commitment to the dovelopment of the tourlsm center,



3. Elnancial Position
a, Tourism Ipstitute

The Tourism Institute, an autonomous agency of the
Government of Panama, rellies on several sources of revenue for budget
support. The primary sources arc Government of Panama subsidies, room
and alrline ticket taxes, and revenues from tourist cards. A breakdown
of revenue sources for 1970 Is presented below,

Airline Ticket Tax ' 390,000 25
Room Tax 338,000 2
Tourist Cards 173,000 11
G.0.P, Subsidy-Law 22 360,000 24
G.0,P, Subsidy=-Other 280,000 18
Other 8,000 .-
Total $1,549,000 100%
[ - —— S ¥ ]

Budget amounts for the last four years and forecasted budget
amounts through 1975 for the Tourism Institute (the following tabw:)
indicated the strong emphasis placed on tourism by the Government of
Panama, '

Year ‘udget_in $ % of 1970 Budget
1967 297,000 18
1968 542,000 32
1969 1,060,000 66
1970 1,607,000 100
1971 1,913,000 1) 119
1972 2,333,000 1) 145
1973 2,753,000 1) 171
1974 3,103,000 1) 194
1975 3,453,000 1) 215

The increase in budget support for the year 1969 was due prin-
cipally to the transfer of revenues from various taxes and tourist cards
to the Tourism Institute. Proposed additlonal budget support for years
beginning with 1972 will come primarily from the above taxes and tourist
cirds duc to estimated increases in the number of tourists.

Balance sheets for the Tourlsm Institute for 1967 through 1970
are Included In Anncx IV, Table I,

b.  Loan Project

Anncx IV, Table 2 presents a detalleod ondwysls of proposed
disbursements by loan project,

Ty Ublalnod Trom K, Barell, consultant to Touwrism Instltute,
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(1) Tourism/Convention Center Kovember 8, 1971

(s) Total Project

Totpl estimated project cost is $5,855,000, including
the five additiona} office floors to be financed by the Tourism
Iinstitute, '

Pro forma financial statements presenting financlal
position, net Income, and cash flow from operations for the construc-
tion perlod and ten years of operations of the total project are in-
cluded in Annex IV, Tebles 3 and 4,

An analysis of discounted cash flow projections, Annex
IV, Table 5 indicates a total project yield of just under 8% This
yleld is conservatively stated due to assumptions of & projected ievel=
ing of f of cash flow starting with the sixth year of operations and no
allowance made for appreciation of land value over project life.

Annual cash flow from operetions Is more than adequate
at $565,000, beginning with the sixth year of opcrations, to service
debt principal and interest of approximately $381,000 annually on the
total A.1.D. loan of $4,100,000 and $100,000 annually on the G.0.P.
Joan of $1,000,000. The debt/equity ratio decreases from a high of 78:22
at the end of the sixth year to L1:53 after ten years of operations.
Net working capital is estimated at 1,217,000 at the end of the tenth
operating year after accounting for the $1,000,000 transfer to the
revolving fund. '

| '

Initial projects to be financed with the net income after
debt servicing transfers from the tourism/convention center, in addition
to tourism related infrastructure, include “loans to the private sector
for partial financing of inns and/or tourist centers in various provinces,
fishing, camps, hunting lodges, etc.

The loan grace period has bzen figured at seven ycars
for the A.1.D. loen from the date of first disbursement. Deducting the
approximate three years of construction, there will be four years of
revenue-producing operations, which will enable the tourism/convention’
center to reach financial maturity, The center will be able to increase
the percentage of projected maximum gross revenues (a measure of capacity)
from 70% (st year of opcrotions; to 83% (2nd year of operations) to 95%
(3rd end Lth years of operations), Loan principal repayment will commence
at the end of the fourth operating year. Conventlon bookings require
significont lead times of up to five ycars In some cascs, which |s another
factor to consider in setting the grace period.
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Loan princlipal repaymenrt for both the A.1.D. lcan and
the G.0.P. Interest-free loan will commence at approximately the same
time.

(v)A.1.D. Financial Portion of Project

An analysis of only the A,1.D. flnanced portion of the
project, l.e., convention hall, ground floor, restaurant, and Tourlsm
instltute offices, Indicates a cash flow from operations of $270,000
annually beginning with the sixth year of operations (see Annex IV,
Table 6), after a deduction of $28,000 for contingency reserves and
an average annual debt servicing requirement of $381,000, leaves an
annual deficit of $125,000.

Discounted cash flow projections show a yleld of slightly
better than 4% (see Annex 1V, Table 7).

These analyses Indicate that the A.1.D. financed portion
of the project Is - not commercially viable, therefore glving
Justification to A.l1.D. concessionary lending, Project justlfication for
the A.1.D. financed portion lles not In the project Itself, but rather
in Its total Impact on the Panamanian economy as discussed In Section
11-C, Economic Evaluation.

(c) conventlioneers Breakeven Apalysls

Rental revenue from trade shows and conventions Is
estimated at $75,000 annually (150 days 'use at $500/day), which amounts
to 11% of tbtal project revenues or 22% of revenues attributable to the
A.1.D. finahced portion of the project. " Consequently, conventlion rental
revenue is hot as significant as rent from the ground floor and office
space. However, assuming that convention hall rentals were tha only
source of Income, a breakeven analysls based on the number and size of
conventlons Is presented In the following tabie:



Rental Rate

Breakeven #

Bfeakeven #

Breakeven

Per Day Per of Conven- Breakeven #
Size of Rental Rate Convention- tioneer Days of Conven- of Conven- of Days
Convéntion Per Day - eer tioneers tlons Utflized
3,000 $ O $.00 - - - -
2,500 100 .04 1,675,000 418,500 - -
2,000 200 .10 670,000 167,500 84 335
1,500 300 .20 335,000 83,750 56 223
1,000 400 Lo 167,000 41,850 L2 168
500 500 1.00 67,000 16,500 33 134
Assumptions:

1. Rental rate per day reflects marketing declsfons and trade-off of convestion Hall

rentals for rore tourists.

2. A -age convention lasts 4 days.

3. Clreakeven Is based on out-of pocket operating costs of $67,000,
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conventions of 500, 1,000 or 1,500 peo;.  are all within
the projected potential Panamanian convention ..arket of 110,600
conventioneers. Larger conventions (2,000-3,000 people),
because of probable lower daily rental rates, have extremely
high or no feasible breakeven points with regards to the number
of conventioneers, A rate of $18L4 per day at full capaci ty
of 365 days per day is needed to breakeven. At $500 per day
the convention hall breaks even in 134 d..ys of operation,

(2) Training and Technical Assistance

Estimated project cost is $635,000 with $375,000 reserved
for Training and $260,000 funded for Technical Assistance,
petalls of projects cash flow are presented in Annex IV, Table 2,

c. Prospects of Repayment

Prospects of ioan repayment appear to be excellent.
The dash flow from operations of the tourism/convention center
generates 1,5 times interest and principal payments on the
AID Loan of $4,100,000. in addition, projected net quick
assets of the center efter accounting for cash transfers to
the tourlsm sector, are estimated at $728,000 as of the end of
the foan grace perhod,

Further assurance of loan repayment is in the form of
a loan guaranty to be requested from the Government of Panama,
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SECTION 111 - LOAN ADMINISTRATION

Project Execution

A.

1,

Genéral Guidelines
To achieve the objectives of the project, each component
will make use of one or more of the following activities:

Yechnical Assistance. Foreign speclallsts to wurk with
the Tourism Institute to develcp a sound management system
in the initial stages of operation of the tourism/conven=
tion center and for advisory services to the Tourlsm
Institute for the general promotion of tourlism and oper-
ation of the Industry. The scope of work of each
specialist will be prepared by the Tourism Institute
personnel focussing on the characteristics of each area

of management requiring assistance for efficient operation.
The.scopas of work will be approved by AlID prior to their
implementation and will serve as a guideline for project
evalua‘.ion,

In-tountry-training. Courses and seminars to be conducted
in conjunction with training programs of the Institute for
the’Development and Utilization of Human Resources and
spetialty areas as recommended by the technical assistance
personnel. The trainees will be tour guides, interpreters,
tourist police, hotel maids, waiters, bus boys, kitchen
personnel, etc. required for a successfully operated tourism
indistry.

Out’of country training. In areas of operation within the

tourism industry where technical assistance or In-country-
training cannot provide adequate' tralning for continued
implementation of the project. This activity is aimed
primarily at the middle management level with training to
be conducted in the United States and other eligible west®rn
hemisphere countries, Arcas to be included are hotel man-
agement, flnancial management, convention management, sales
promotion, marketing, and advertising sales development,
building engineering, food and beverage cost management,
travel research and hotel housekeeping,



d)

e)

2.
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Equipment and Furniture. Commoditics as deemed necessary
by the Tourism Instltutc, AID @gnd the technical assistance

for the efficlent operation of the tourii>/convention
center,

Construction. Plans and specifications to be prepared by
a qualified firm of architects ond englneers selected by
the Toprism Institute with AID approval., Construction
documents will be prepared for AID approval and the con-
struction phase of the project will be under the Inspection
of the firm of architects and englncers.

Plan of Execution

Prior to initiation of actlvities within any component of
the project, the Tourism Instltute will meet the standard
conditions precedent to inftial disbursement. Conditions
precedent to disbursement for activities within ecach
component will begin to be met concurrently with the
standard conditions precedent, I.e., scopes of work for
technical assistance and the preparation of construction
documents, The activities within cach component will be
monitored by a project coordinator and are as folliows:

a) Tourlsm/convention center-trade show bullding complex.

' The construction of a bullding complex that will serve
as a tourism/convention center-trade show exhibltion
hall with its related services Including facilitlics
for rental as offlce space. Construction documents
arc expected to be compicted within nine (9) months
of execution of the loan agreement. An eclighteen (18)
month construction phasc Is anticlpated with completion
expected thirty (30Y months after executlion of the
loan agreement,

b) Trainlq and Technlcal Acsistance, To Insurc an
efilclent operation of the tourlism/convention center
personnel will be trained out of country as recommer.ded
by the Tourism Institute and the technical asslistance
In such areas as corventlon management, conventlon hall
operations end other arcas of tourlsm promotion, It
Is expected that the technical asslistance will be
contracted within six (6) months of exocution of the
loan agreement ond recommendations for out-of -country
training will bo mado shortly theroaftur, Approximately
1,600 individuals will be tralnod In country to providd
tourlst"rolotcd soervices such as walters, sttendants,
and cashlers with emphasla on the "hosplitelity! Industéy,




Jt |s expected that programs for the In-country=
tralning will be developed within twelve (12)
months after execution of tho loan agreement,

In additlon to the training envisloned for the
tourlsm/convention center bullding complex, other
training will be provided for personnel at a natlonal
level for on-golng activities, This tralning will
Involve personnel of the Natlional Guard Pollce Force,
the International Alrport, hotels, restaurants, tax!
and all other perscnnel who have a direct contact with
the tourlst. In addition there will be tralning of
sclected personnel of the middie rmanagement sector

of the tourlsm Industry. Herc, again, the progrem

will be developed In conjunction with the Institute for
the Development and Utillzation of Human Resources for
In-country-training ond It [s expected that the program
will be inltlated within six (6) months after execution
of the loan agreement,

Out-of-country training In this area will be limited to
the middle management level and selection for such
training will be made by the Tourism [nstitute for
approval by A.1.D. It Is expected that this ectivity
will be Initioted within stx (6) months after execution
of the loan agreement,

Technical assistance will be provided by consul tants to
the Tourism Instltute covering the management and
opcration of the tourism/convention center as well as
other services relative to the promotion of tourism

and the conduct of the tourist industry. It is en-
visioned that approximately elght specialists will Be
hired from abroad to conduct this phase of the project,

The Development Revolving Fund,  This component
establishes @ fund In the National Bank of Panoma to
serve as seed capital for relatively small tourlst-
related projects, Loans under this component will be
approved by the Tourlism Instltute based upon its as-
sessment of each sub-project according to criteria

acceptable to US AlD. Repayments of the sub-loans wlli be
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made to the fuid at the National Bank for relend-
Ing. These funds will thea be uader the control

and jurisdiction of the Tourism (nstitute under a
trusteeshlp but will be mecoanically handled by

the Natlonal Bank, which will recclve a nominel
servlce fee. The sub-loans from the revolving

fund will be madc with terms of up to fifteen years
at mutually agreed upon Interest reteun: with @ grace
period of up to three years for repayment of
principal.

8. |mplementation Procedures

2.

Target Dates

a)

b)

f)

The Loan Agreement will be prepared and negotlated
within one month of the date of loan suthorization,

November 1, 1971

initie) conditions con be met within three months
from date of exccution of the Loan Agrecment.

February 1, 1972

Al conditions precedent to disbursem=nt are
expected to be met within twelve months from dote
of execution of the Loan Agreement - November 1, 1972.

The First request for letter of commitment |8
expected to be submitted within three months of
execution of the Loan Agreement - February 1, 1971,

The final disbursement under the loan |s expected
to be made by February 1, 1975,

The disbursement perlod Is expected to cover three
years from the date of the first disbursement of
loan funds,

Administrative Provision and Responsiblilities

e)

Project Management, Wil1 be composed of personnel
from the Tourism Institute under the diredtion and
responsibility of a '"Project Manager' appointed to
coordinate the verious activities within the project
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f)
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Yechnical Assistance. Wil pe provided through
contractual arrangements with private flrms or
Individuals, The monltoring of the Implementation
of recommendations made through technical assist-

ance will be the responsiblllity of the Tour|sm
institute,

Loon Jisbursements, Will be made under letters
of Conmltment for the off-shore costs and disburse-

ment:procedures establlshed by USAID for the local
costs,

Fiscal Control of loan funds will be the responsi-
bility of the Tourlsm Institute and audit and review
activities will be made by both the USAID Controller
ond by the Controller of the Government of Panama,

Construction will be under direct responsibllity of
the Tourlsm Institute through the firms of
architects and englneers, |t shall submit to USA|D
for approval e1} construction plans and specifica-
tions, all procurement specifications and all
contractual arrangements. The plans/specifications
will take Into account recommendations of advisors
provided by the technical assistance furnished under
the project. The USA|D project coordlnator wil]
have the responsibility of monltoring the general
operation of the project ,

Malntenance and Operation of the facilities will be
the responsibllity of the Tourlsm Institute through
Its board of directors with advisory assistance
from a Private Sector Advisory Committee, This

commlttee will be conmposed of prominent representa-
tives of the professional and business communities
of Panama &nd will have es |ts principal function

that of Introducing constructive advice and recom-
mendations bascd on thelr knowledge, expertlse

and requlrements and In furthering the Involvement
of the private sector of the Panamanien economy in
the touwism/convention Industry,
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Within Its gencral organlzation, the Tourlsm
Institute will form an offlce for convent lon

center operations with three Interreloted but
functionally scparate departments: (a) conventlon
operations, (b) convention marketing, end (c) opered
tion of facllities, The firat two of these will

be heoaded by professlonal experts hired directly by
the Tourlism Institute.

The conventicn operations department will have
certain specialized arecas within Its management of
the convention center, such as housing, transporta-
tion and convention programming. This will Include
the day to day supervidion of the operation of the
center including planning space ollocation; arrang-
Ing for sound and audio-visual facilities, decora-
tions, exhibits and lighting; catering; secretarial
services; lialson with hotels, restsurants, touring
agencies and organizations; and all other services
necessary for the successful operation of the
center, This department will have a bilingual staf
to conduct Itz work Including managers, secretaries
and messengers, it will have avallable o profes-
sional crew of clectriclans, soundmen, carpenters,
sign painters and others as required.

The marketing department will be responsible for the
sales promotion of thc center for conventions and
trade shows, It has as o functlion the promotion and

marketing of the assets of the tourlsm/convention
center. The professional manager of this dcpartmcn;
will be In charge of a world-wide staff, |n ndditlon
to the supervision and gquidance of the staffs In the
Panamanian Tourist Offlces In New York, Chicago, San
Francisco, Madrid and Tokyo for marketing and sales.
promotion of the center, 8 new office |s belng
opened In Miaml to serve as o base for Internationa)l
marketing under this department., This department
will make contacts with chambers of commerce,
professional socleties, communications medla, travel
agencles, alrlines, world organizations, government.
agencles, business firms and other organizations.
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Physical facllities of services to be provided
by the téurlsm/convention center complex other
than the operation nf the conventlion center
Itself are to be placed In the third operating
department. For this purpose, the Tourl|sm
Institute will contract w!th speclalized flrms
and enterprises In the flelds of office bul ld-
ing manogement, catering faclllities, tourlsm
focllitles at the ground floor level and parkling,
Provisions For malntenance of the bullding will
oe Included In the bullding management contract,

The Tourlsm Instltute Is aware that future
opcrations of the center hinge on carly success~
ful ventures and to Insure success and sound
management, It wil! controct with a management
consulting flrm durlng the design phase., This
firm will provide assistonce to the erchltec-
tural englneering consultant In the design of
adecquate facllitles for the operation of the
convention center, A consultant will alsu
Initiate marketing of the center prior to its
completion to Insure sufficient booking curing
the initlal period of operations. The con-
sultants will continuc to provide essistance

In the operation of the center In the arecas

of conventlons and convention ma-keting after
the center Is completed. Throughout the

deslign and zonstructjon phases, the Tourism
Institute will obtain technical assistance and
train key personnel to strengthen Its managerial
procedures and expand the orca of tourlsm as an
Industry,

USAID Monlitoring Responsibilitles. The Private
Enterprise Officer of USAID/Panama will have
primary monitoring responsibllity for AID., This
rasponsibllity will entail the receipt and Initis-
tion of all correspondence with the Tourism
Institute on matters of execution, compliance
with the Loan Agreement, Issuance of Letters of
implementation, approval of construction docuy-
ments and contructs and receipt of progress
reports. Thc USAID Offlce of the Assistant
Director for Capitel Dovelopmen: wil} assist In




monitoring activities appropriate to its fleid
of competence and responsibllity, The USAID
‘Englneering Division will assist In the survell~
lance of the englneering and construction phases
pof the project. The USAID Human Resc *--=
Division will glve assistance regoerding
training aspects of the project, Ther.: fa
ficlent expertise In USAID to adeq:stely .- (de
the necessary services,



C. Conditions and Covenants

1. Condlitions:

in addition to the applicable standard conditlions
precddent to disbursement, the following require=~
ments are proposed:

a, Prior to the Issuance of the first commltment
document or any disbursement under the loan,
the Borrower shall submit in form and substance
satisfactory to A.1.D. except as A.1.D. may
otherwise agree in writing, the following:

(1) Evidence from the Government of Panama that
it will guarantee repsyment of the loan,

(2) Evidence of contractual arrangement with an

' architectural engineering firm acceptable
to A.1.D. for preparation of the plans,
speclflications and bld documents for the
tourism/convention center bullding complex
and supervision of the construction,

b, Prlor to the issuance of any commltment document
or disbursement for other than the architectural
engineering services, the Borrower shall submit
to A.1.D. evidence of contractual arrangement with
8 management consulting firm to provide technical
assistance In the final stages of design of the
tourism/convention center, review the final plans
and specifications of the bullding complex and
provide technical assistance in the managerial
operations of the convention center both prior
to and after completion of the complex.

€. Prior to any dishursement or to the issuance of
any commitment document for each component of
the project for other than architectural
englneering services and management consulting
services, the Borrower shall, except as A.l.D.
may otherwise agree In writing,submit evidence
satisfactory to A,{.D. of the following:
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(i) Component 1, Construction of Tourism/Convention Center:

1. Evidence that the management consultants have
reviewed the plans and specifications and find
them adequate for sound operatior of the pro-
Ject.

ii. Plans and specifications, bid documents, cost
estimates and time nohedules for construction,

1ii1. Evicence of contractusl arrangements with a
firn satisfactory to A.I.D. for construction
servioes.

(2) Component 2, Technical Assistance and Training;
1. Evidence of contractual arrangements with a
firm satisfactory to A.I.D.,, for consulting
services,

ii. A program for in-country and out-of-country
training as applicable.

2. Covenants: The Borrower shall agree toi

a. Retain a private buainese firm or firms to manage and
operate all or partas of the tourism/convention center
that are appropriate for private management,

b. Submit to A.I.D. in form and substance satisfactory to
A.I.D., and prior to any disbursement or to the issuance
of any commitment document under the loan for construction
of the tourism/convention center, a plan for the creation,
funding, and operation of a touriam development fund,
which plan shall include, without limitation, the oriteria
for making sub-loans from the fund.

o. Faithfully ocarry out all terms and conditions of the lLoan
Agreement,
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3. Other Terms and Conditions: The loan shall be subject to such
other terms and conditions as A.I.D. may deem advisable.



SECTION IV - ISSUES

A.

Private Sector Participation

Four of the nine members of the Board of Directors of
the Tourism institute are selected from the private
sector, representing the Chambers of Commerce, the Alr-
lines Association, the Assoc!ation of Travel Agencies,
and the Hotel Association. These members, along with
other interested persons in the private sector, have
been consulted in the creation of the concept of the
project and they have vigorously supported it, Attached
as a part of Annex 3 is a letter from the Director
General of the Tourism Institute confirming a unanimous
resolution of the Boarc in support of the project.

The Director General is himself a former businessman
and he malntains close touch with the business commu-
nity. He has selicited and obtained advice from the
private cocror throughout the planning of thls project.

The Impetus that this project will have on the devel-
opment of private business in Panama Is discussed
previously in this paper, particularly Section |-C;
Program Justification. The purpose of the loan Is to
develop the private tourist Industry and all elements
of the project are directed toward that effort, The
seed capitalfund will foster smaller entrepreneurial
projects. |t is expected that the tourism/convention
center will lead to direct demand for additional hotel
facilities; the construction of these hotels, estimated
at B/ 22 million, will be undertaken entirely by the
private sector. The Tourism Institute will retain a
private business firm to manage and operate all or parts
of the tourism/convention center building as may be
required.

Effect of the Center on Other Latin American Centers

There is no comparable convention center In all of Latin
America. The only existing convention facilitlies are

to be found in hotels and do not compare in size or
facilities and services offered. The U.S. Department

of Commerce is opering a trade show exhibition hall iIn
Mexico City this fall, one of nine built abroad and the
first in Latin America. The center here could complément
the one in Mexlco City by previding the facllities for
afollow-on exhibition to serve Centrai and South America.
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Convention facilities in some Latin American hotels have not
been successful, If one compares theoe facilitieo to the oriteria
established by Booz, Allen and Hamilton for convention centers as pet
forth in Sectlon II-c-l-f, page 57 herein, the reason is readily ap-
parent. For example, one of the larger meeting halls in Cnracas is
in a hotel removed from the main part of the city and cannot offer
all of the requisite services and facilities. Isolation, lack of
facilities, difficulty of transportation, scarcity of diversions and
high prices are all factors which heve worked against the success of
some hotel convention halls. The totality of the concept for the
proposed touriem/convention center for Panama in which the Boos, Allen
and Hamilton criteria are met should warrant its success, On the
other hand, in consideration of the purposes of the convention rooms
in the various Latin American hotels, 1t is believed that the proposed
center wiil have a negligible effect upon their business.

Governnent Office Financing

One' {ssue concerns AID financing for the construction of gov-
ernment office space as represented by the third floor offices of the
Tourism Institute in the Center building. These offices have been
included under AID financing for the following reasons: Firast, the
Tourism Institute's offices are in a mezzanine location between the
lower level of the auditorium and the restaurant, making it difficult
to break out the financing. Second, the Institute's offices are integ~
rally related to the operation of the convention center, particularly
since the Institute's management staff for the Center will ocoupy a
slzableportion of the space. Third, the Institute is differentiated
from the normal government operation in that the Institute is an auto-
nomous @gency” governed by a Board of Directors with both public and
private representation and ia more analgous to a corporation. Fourth,
the ared allotated to the Institute is rontable space and the Institute,
in line with in autonomous nature, will pay rent therefor 1ike other
tenants of the bullding.
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CERTIFJ CAT|ON PURSUANT TO SECTION 61]) (e) OF THE
ORE |GN ASS JSTANCE (1 6

S_AMENDED

I, Alexander Firfer the principal officer of the Agency for
International Development In Panama, having taken Into account
among other things, the maintenance and utilization of projects
in Panama previously financed or assisted by the United States,
do hereby certify that In my Judgement Panama has both the
financial capaclty and the human resources capablllity to effece
tively maintain and utillze the capltal assistance project for
the development of tourlsm In Panama.

This judgement is based on the Mission's over-all experience
with the Tourism Institute of Panama and experience with loans
to other autonomous and seml-~autonomous agencios of the Govern-
ment of Panama,

The Capital Assistance Paper certifies that the statutory criteria
as applied to Panama have been met. Dlscussion In the capital
assistance paper has clearly demonstrated the capabillity of Pa-
nama and the Borrower to effectively maintaln and utillize the
project.

¢

ALEXANDZR FIRFER

June 2, l97l,\___
DATE
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AID 1240-2 (4-71)
CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right-hand margin, for each item,write answer or, as lppropriate,"a
summary of required discussion. As necessary, reference the section(s) of the
Capital Assistance Paper, or other clearly identified and available document,
in which the matter is further discussed. This form may be made a part bf ‘th
Capital Assistance Paper. ’

The following abbreviations are used:
FAA - Foreign Assistance Act of 19€¢1, as amonded,
App. - Foreign Assistance and Related Agenciez Appropristions Act, 1971,

MMA - Merchant Marine Act of 1936, as amended.

'‘COUNTRY PERFORMANCE

;Progreeo Towards Country Goals

1. FAA S 208; §.251(b).

A. Describe extent to vihich
“oountry is:

(1) Making appropriate efforts
to increase food production
and improve means for food
8torage and distribution.

(2) Creating a favorable climate
Jor foreign and domestio private
entsrpriee and {nvestment,

The growth in sgricultural
production In Panams (1960-69:
6.2%0) Is among ti.e highest In
Letin Americe. Improvement In
food storesge end distribution
has been satisfactory,

The climate for foreign and
domestic private enterprise and
investment has been favorable
03 evidenced by the high rete
of private Investment cver the
pest severel years,
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(3) Increasing the Mlia'a
role in the developmental
prooess.

(4) (a) Allocating available
budgetary resources to
development.

(b) Diverting such
resources for unnecessary
military expenditure (Sge
also Item No. 16 and
tntervention in affaire
of other free and
independent nations.)
(See also Item No. 14.)
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Although legislation is enacted by exe-
cutive decree, rather thi elected legis-
lature, increased participation in the
development process Is being promoted

tthrough several GOP programs, especlally
those administered by the Office of
Community Development.

During the 1960-69 period, public sector
real investment amounted to about $260
mitlion or 20% of estimated total public
expenditures ($1,301 million).

Panama's expenditures for military pur-
poses have been a small percentage of
total government expenditures and Paname
has not Intervened in the affalrs of
other free and Independent nations.

(6) Willing to oontribute funde  The Bortower's contribution to this

to the project or program.

(6) Making economic, social,
and political reforms guch as
tax collection improvements
and changes in land terure
arrangements, ‘and making
progress, toward respect for
the rule of law, freedom of
expregsion and of the preses,

project Is substantial, being approxi-
mately ope-third of total estimated
project costs,

Panama has made substantial progress in
soclial, economic and political reforms,

it has reformed the tax laws and improved
tax administration substentially, As a’
result, 1969 tax income receipts tctaled
S$41 million, nearly three times the 1963,
total of $15.5 million. Although there is
press censorshjp under the provisional

and recognising the importanog government, it Is moving in the direction

of individual freedom,
initiative, and private
enterprise.

of restoring constitutional rights and free
elections have been held In ot least one
municipality in 1970. The provisional gov-
ernmeit has emphasized the concepts of self-
help and individual Initietive In its civic
ection progrems snd has glven pupport to
privats enterprise,
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(?) Adhering to the principles

of the Act of Bogota and
Charter of Punta del Este.

(8) Attempt'-s; o repatriate
ot ” 4 .7 in other

countries L, "io-oum citizens,

(9) Otherwise responding to

the vital econamie, politiecal,

and social concerns of its

ANNEX II, Page 3 »f 17

Panama Is adhering to 'the principles

.of the Act of Bogota and Is working

to achieve the objectives of the
Charter of Punta del Este. In prac-
tically every category Panama i
ahead of the targets set by the
Charter or approaching them,

Capital repatriation Is not a prob-
lem in Panama at the present time,
Capital flows ara not restricted,

See answer to (6) cbove. This ‘loan
should be of assistance in this re-
gand.

people, and demonstrating a
oledr detaérmination to take
efféctive self-help measures.

B. Are above factore taken into Yes.
accountj’ in the furmighing of the
subjeot, assigtance?

“Treatment of U.S., Citizcns

8. FAA § 620(c), If aseietance is
to govérnment, is the govermment
liable as debtor or unconditional
guarantor on”any debt to a u.S.
‘eitizen for goods .or services
furnished or ordered where (a)
such citisen has exhausted
available legal remedies and (b)
debt ie not dented or oontested

by euch government?

No such case |8 known,
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8. FAA § 620(e)(1). If assistanoe Peneme Is not known to have
18 to a government, has it taken such action,
(ineluding government agencies
or subdivieions) taken oy
action which has the effect of
nationaliaing, expropriating,
or otherwise seiaing ownership
or control of property of U.S.
citizens or entitiee"betwficially
ouned by them without taking
etepe to diecharge ite obligations

such citizens or entities?

f. FAA § 620(0); Fishermen's ~ No such seizures or sanctions are
Protective Act, § 5. I country known. ’

has setised, or imposed any pemalty
or sanction agdinsi, any U.S.
fishing vessel 'on acoount of ite
fishing activities tn international
wvaters,

a. has any deduction required by
Figshermen's Protective Aot baen
made?

b. has complete denial of
assistance been considered by
AoIoDo Ad’n:niatmtor?
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14,

16,

FAA_ S 620(f). Ip recipient coun
a Communigt country? v oy

FAA § 620({). Is recipient country
in any way tnvolved in (a) subver-
sion of, or militqry aggreseion
against, the United Statee or any
country recetving U.S. assistanoe,
or (b) the planning of such
subversion or aggression?

FAA § 620(n). Does recipient
country furnish goods to North
Viet-Nan or permit ships or
aircraft under tts flag to
carry cargoes to or from North
Viet-Nam?

Military Expendi tj'.trea

16,

FAA § 620(sS. What percentage of
country budget ts for military
expenditures? How much of foreign
exchange resources 8spent on
military equipment? How much
spent for the purchase of sophte-
ticated weapons systeme? (Consid-
eration of these pointe {s to be
coordinated with the Bureau for
Program and Policy Coordination,
Regional Coordinators and Military
Aseistance Staff (PPC/RC).)

ANNEX I, Page 7.0 17

Mo,

(e) Less than 1% of 1970 budget.

(b) Leéss than 1X of forelgn
exchange rescurces.

(c) Mo purchase of sophisticeted
weapont systems has been
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CONDITIONS OF THE LOAN

Ceneral Soundness

©29.. FAA § 20i(d). Information and
conclusion on reasonableness
and legality (under lave of
country and the United States)
of lending and relending terms
of the loan.

18, FAA § 251(b)(2); § 251(e).
Information and conclusion on
activity's economic and
technical soundness. If loan
te not made pursuant to a
multilateral plan, and the
amount of the loan exceeds
$100,000, has country submitted
to A.I.D. an application for
such funds' together with
assurances’ to indicate that
funds will be uged in an econam=
ically and technically sound
menner?

10. FAA § 251(b). Information and
conclusion on capacity of the
country to repay the loan,
including reasonablences of
‘repayment prospects.

20. Fa4 § 611(a)(1). Prior to
eigning of loan will there be
(ag engineering, financial,

and othet plans necessary to

carry out the aseistance and’ .

(b) a reasonably firm estimate

of the cost to the United States

of the asetstance?
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The terms are both legal and
reasonable under the appliceble
U.S. end Pansmanian standards.

The economic and technical sound-’

ness of the project Is discussed
in Section || of Part I,

There are reasonable prospects of
repajment of this losn,

Yes.
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a2.

2.

FAA § 611(a)(2). If further .
legislative action i required
within recipient country, what
i8 basis for reasonable expeo-
tation that such action will be
pompleted in timq to permit
orderly accomplielment of
purposes of loan?

FAA_ S 611(e). If loan is for
Capital Assistance, and all

U.S. assistance to project mow
exceeds 81 million, has Mission
Director certified the country's
capability effectively to
maintain and -utilise the projeat?

FAA § 251(b), Information and
conclusion on availability of
financing from other free-world
sources, including private
sources within the United States.

Loan's Relationship to Achievement

of Country and Regional Goals

4.

FAr § 207; § 251(a). Extent to

which assistance reflects appro-
priate emphasig on: (a) encour-
aging development of democratic,
economic, political, and soctal
tngtitutions; (b) eelf-help in
meeting the country's food needs;
(e) improving availability of
trained manpover in the country;
(d) programe deeigned to meet
the country's health needs, or

ANNEX II, Page 9 pf 17

None required,

Yes, see annex.

Financing from other free-world
sources, including privete U.S.
sources, s not svallable.

(a)

(b)

(d)

Privete sector tourism develop-
ment hes soclal and economic
implications.

Agricultural production will be
facilitated by the supply .of food
products to the tourist trade.

One of the three components of the
project s for training and tech-
nical assistance,

This project involves humen fe-
sources development. )



4.

a5.

26.

27,

28.

(e) other important aréas of
economic, political, and social
development, including industry;
frae labor wunions, cooperatives,
and Voluntary Agencies; trans-
portation and communication; |
planning and publio adninieiration;
urbgn development, and
modernization of exieting laws.

FAA § 209. Ie project susceptible
of execution as part of regional
project? If so why ie project not
80 executed?

FAA § 251(b)(3). Information and
conclusion on activity's relation-
ship to, and considgtency with,
other development dctivities, and
ite contribution to realisable

long-range objectives.

FAA § 251(b) (7). Information and
conclusion on whether or not the
activity to 'be financed will
oontribute to the achievement of -
self-sustaining growth.

FAA § 281(a). Describe extent to
which the loan will contribute to
the objective of ‘assuring mazimum
participation in the task of

economic development on the part

of the people of the country,
through the encouragement of
democratic, private, and looal
governmental institutions.
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(6) This project involves human
resources development. The
expansion of transportstion,
communications and other per-
tinent Industries Is an Ime
plication of tha projsct’s
purpose,

The project is consistent with other
development activities and contri-'
butes to long-range objectives, The
development of the tourls Industry

will complement other public and
private Institutions in Panama. |n-
vestment in service related industrics
Is an integral part of expanding

wards *Buerd 17 0U08 | L Preoress foo
unemployment and” un eremp?oyment.

The project fosters long-term tourism
Industry development and will contri-
bute to the achievement of sery- .
sustaining growth of Panama. This will
be accomplished through Income produced
by the center, private investment ‘in re-
lated service Industries and the general
Influx of tourist expenditures.

This project will promote the develop-
ment of private sector businesses and
Institutions. It involves considerable
human resources development. The: pro-
Ject will promote the development'of s
tourist center which In turn will lead

to an lncr?ased number of vlslto‘s aub-
?eguent private Investment In relate
n

ustries and contribute to the con-
tinustion of economic growth,
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30.

31.

32,

.to:

FAA_§ 281(h). Desciibe extent
to which program recognizes

the particular needs, desires,
and capacities of the peopla of
the country; utiliaee the
country'e intellesotual rgsources
to encourage institutional devel-
opment; and supports civic
education and traini=z in gkilla
requtred fbr efTbctv. rarttc-
ipation in goverrma:

political proceeses cesential to
ealf-govermment.

FAA § 601(a). Information and

conelusions whether loan will

encourage efforts of the country
(a) increase the flow of
international trade; (b) foster

prtvatu initiative and competition;

(c) encourage development and use
of cooperattves, credit unions,
and savings and loan associations;
(d) discourage monopolistic
practices; (e) improve technical

effictency of industry, agriculture,

and cammerce; and (f) strengthen
free labcr unions.

FAA § 619, If asoistance ts for
newly independent country; ie it
furntehed through multilateral
organtaattons or plans to the

- maximum extent appropriate?

FAA § 251(h). Information and
conclusion on whether the activity
is consigtent with the findinge
and recommendattona of the Inter--

American Gﬂ"ﬂtttee for the Alliance

for Progrees in its anmal reviev

of mational davelopment aotivities.

other businesses indirectly.
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Training under this project Is-for
both lower level skilis develop-
ment by the Institute for the Deve!-
opment and Utitizetion of Human Rq-
sources and for middlc management
upgrading. (Income generated by in-
creased tourism will eventually lqad

to .the augmentation of the central.
government financial resources: whrph

may then be rechanneled to further’
some of Its steted objectives ln the
areas of social, polltical and ecédno
ic development.

This project will encourage private
initiative and competition in the
tourist Industry directly and in

The
planned tourist shopping facilities
and the requirements for the taourist
industry will increase the flow of
international trade, . The development
revolving fund for small entreprencur
projects will discourage monopolistic
practices. The technical assistance
component will improve technical
efficiency.

ﬁqnm is not newly Independent.

This sctivity Is consistent with the
findings and recommendations of: the
1971 CIAP review.

AID 3-70 (5:88)



83, FAA S 251(g). Information and
conclusion on use of loan to
aseist in promoting the
oooperatwc movement in
Latin Amerioca.

34, gAA's 209; § 251(b)(8).
nformation conclusion
whether assistance will
encourage regional development
programs, and contribute to
the economic and politioal
integration of Latin America.

Loan's Effect on U.S. "and A.I.D.
Progran

36, FAA § 251(bJ(4); § 102. Information
and conclusion on poseible effects

of loan on U.S. economy, with special

" reference to areas of substantial
labor surplus, and extent to which
U.S. commodities and assietance are
furnished in a manner consistent
with improving the U.S. balance of
paymenta pPeitiqn.

36. FAA.§ 601(b). Information and
conclusion on how the loan will
encourage U.S. private trade and
‘investment abroad and how it will
encounage prtvate U.S. participation
tn fbretgn assigtance programs
(including use of private trade
channels and the services of U.S.
‘private enterprise).

ANREX II, Page 12'of 17

Thp loan will not be used to
promote cooperatives,

The project will promote conventhns.
mestings, cultural events, etc, for
all, of Latin Americe ,

Loan Is not detrimental to the U.S.
economy. Loan funds will be~used;
to procure materials, equipment and
services from the U,S.

The trade show exhibition hall in+
cluded In the project will permit:
U.S. suppliers to exhibit their
equipment for regional showings té
Central and South Americs." Private
U.S. firms will provide substantial
equipment, meterials and servizes;
to be financed by the loan.
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41,

FAA § 252(a). Total amount ef
money under loan which ig going
directly to private enterprise,

18 going to tntermediate eredit
tnatitutions or other borrovars
Sfor use by private enterpriee, {s
being used to finance tmports from
private sources, or is othsrsise
being used to finance 'procusaients
from private sources.

Loan's Compliance with Sg'ecific

Requirements
42, FAA § 201(d). fre interest rate

43,

dd.

45,

of loan at least ‘2% per anmm
during grace period and at least
8% per annum thereafter?

FAA § 608(d). Information onm
measures to be taken to utilise
U.S5. Governnent éxcess pereonal
property tn lieu of the
procurement of new items,

FAA § 604(a). WLl all commodi ty
procurement financed under tha
loan be from thé United States
except as Otherwiee determined by
the Pregident?

FAA § 604(b). What provieion is

made to prevent financing oommodity
procurement in bulk at prices higher

than adjusted U.S. market price?

ARNEX II, Page 14 of 17

Total resources of loan funds will
be used to finance goods and ger-"
vices from private sources,

ve’o

The loan agreement w1l Include
the standard provision so re-
quiring,

From the U.S. or other free
countries Included in AID Geo-
graphic Code 941,

Procurement under the loan will be, by
comp;etltlve bidding. AID/W control
sudit procedures will Insure egainst
.Paying above market prices, '




46,

€.

48,

49.

60,

FAA S 604(d). If the oooperating
country discriminates against U.S,

marine insurance oompanies, will loan

agreement require that marine
insurance be placed in the United
States on commodities finamoed by
the loan?

FAA § 604(e). If offshore procure-
ment of agricultural commodity or
product ie to be financed, is there
provision against such procurement
when the domestic price of such
commodity is less than parity?

FAA §"611(b); App. § 101. If loan
financea water or vater-related
resource conatruction project
or program, ic there a benefit-cost
computation made, insofar ag

practicable, in accordance with the
proceaures set forth in the Memorandiem

of the Preasident dated May 16, 10628?

FAA § 611(c). If oontracts for
conatruction are to be financed,
what provieion will be mads that
they be let on a competitive bastis
to maximum extent practicable?

FAA § 620(g). What provision ia
ere. againat use of subjeot
aseigtance to comnansate oumars

for expropriatéd or mationalised
proparty?

ANNEX II, Page 15 of 17

Yes.

No such procurement to be
financed by the loan.

Not applicable; no such
program or project Is to
be financed by the loen.

Competitive bidding wil) be
required, ,

No loan funds w.!! be used.for
acquiring land. The GOP ale
ready owns the site for ths
proposed facl)lity,

AI0 379 u-u_i
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61,

62,

63.

64,

§6.

&6,

FAA § 612(b); § 636(h). Describe The Borrower will contribute to
eteps taken to assure that, to the the local costs of the project,
maximum extent possible, the oountry

i8 contributing local currenciee to

meet the cost of contractual and

other services, and foreign ourrenctes

owned by the United States are utilized

to maet the cost of oontractual and
othar serviccs,

App. § 104. Will any loan funds be No,
uaqa to pay pensions, eto., for
military persomnel?

App. § 106, If loan te jor oapital The loen agreement will so require,
project, ie there provieion for

4.I.D. approval of 'all contractors

and contract termg?

App. § 108. Will any loan funds No.

be used to pay U.N. assessmenta?

App. § 109. "Compliance with Capital Assistance Guidelines undér
regulations on employment of U.S. Implementation Letters will so pra-
and loeal personnel for funds vide,.

obligated after April 30, 1864
(A.I.D. Regulation 7).

FAA § 636(1). Will any loan funds No,
be used to finance purchase, long-

term lease, or exchange of motor

vehicle mawufactured outetde the

United States, or any guaranty of
such a transaction?




67,

68,

60,

60,

App. § do1. Wit loan funds
e used for public?%‘g the

propaganda purpodes

United Statga not authorised by
the Congrese? _

FAA § 620(k). If truction
of productive enterprise, will
aggregate value of nsetstance
to be furnished by the Mmited
Statee exceed 8100 million?

FAA § 612(d), rfzma the United

States oun excess foreign ourrency
and, if 8o, what arrangements have

been made for ite release?

MMA § 901.b. Compliance with
requirement that at least §0
per centium of the grose tomtage

of commodities’ (camputed separately

for dry bulk cwmrriers, dry cargo

liners, and tankers) financed with

funds made available under this
loan ehall be transported on
privately owned U.S.-flag
ocommercial vessels to the extent
that euch veospls are available
at fair and regaonable rates.

2 L

No,

Requirement will be complied
V'tho A

AID 2-75 (3-00)
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DECREE LAW No,26
(Of the 27th of September, 1967)

Establishing Incentives and facllitating the construction and
rehabllitation of hotels and other installations of & tourist
nature,

THE PRESIDENT OF THE REPUBLIC:

In exercise of his constitutional rights .and especially that which
has been conferred on him by paragraph 27 of Article | of Law 57
of the 2nd of February, 1967, having the favorable opinion of the
Cabinet Council and the approval of the Permenent Legislative Com-
mittee of the Netionel Assembly, and

WHEREAS

Tourism Is a basic Industry for the country, being one of the most
productive sources of forelgn exchange;

The hotel industry is & fundemental ahd Indispensable base for the
development of tourism;

It Iz the duty of the Government to encourage the investment of
capltal and the progress of the country;

investment in hotel construction and other activities of tourist
interest favor national interests and’ consequently standard, or
gerieral and specific benefits not subject to the need for prior
negotiations with the State must be extablished.cesccoess

Hereby DECREE:

I+ GENERAL DEFINITIONS

ARTICLE I, = For the purpose of this Decree Law, the term "enterprida’
shali apply to sny economic entity, individual or collective, nature

or juridic, natioral or foreign, which has Invested or may Invest
capital n building or remodeiing hotels end motels in the Republic,

Projects and other activities of a tourist neture shall be taken
to mean activities such as, but not limited to the following:
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Hotels, motels, helioports, marinas, sales centers of tour ist Iilems,
golf courses, construction or imorovements of International Alrports

for the purpose of providing ser ices and encouraging the transit and
stay of tourists in the Repubic. '

for the purpose of providing permanently guests with such remunerated
service as- reception offices and cther ‘pub’ic aress, :

In urban centers of less than 20,000 Inhabltants, It Is not necessary
that the establishment to have thirty (30) rooms In order to be

classified as a hotel, as long as it fills the other requlrements
described above,

A motel Is classified as an establishment for public lodging located
preferably in rural arsas, or ncar beaches or highways, having a
minimum of twenty (20) rooms, end which has been bullt for the basic
purpose of prcviding automobile travelers .remunerated services of

lodging and, as a general rule, meals end related services such as
reception offices,

ARTICLE 2.- 1t shall be understood that the assistance and protection
whiéh the Government may render to the hote| Indusiry shall Inceude
among others, exemption from taxes, especially Import duties, with the
exception of those goods which are being produced In the country;
exemption from payment of tax on real, estate for certaln perlods of
time, and ' the measures «hich in any way could represent the granting
of subsidies or considered as an Incentive for the hotel and tourism
industry,’

1, EXEMPTIONS, CONCESSIONS, OBLIGATIONS AND SANCTIONS ;

ARTICLE 3.~ In order to encourage the building, expansion or remodel ing
of hotels and motels, the following protections and franchises are
established in behalf of the enterprises which may come under the
provisions of this Decree-Law:

Exemptions from the payment of duties, assessments, taxes or tariffs
of ‘any kind or denomination which may be imposed on: :

a8, The Importation of construction materials to be used In the byl]dt
ing, furniture, equipment, fixtures, or other items such as tabie’
linep,bed clothes, glessvare, etc., providing that such construce
tion material furniture, equipment and fixtures are not being
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.produced In the country. S$aid exemptions will be applicable

for a maximum period of five (5) years counting from the date of
publication of the contract iIn the Officlal Gezette, and the ‘
Imported articles must not exceed the quantities needed for
equipping the hotel and its auxiliary faclilities,

in it will be Included, for the purpose of the contract, such
items as!sirplanes, helicopters, leisure and sports equlpment
owned or to be rented by the enterprise.

" The equipment, machinery and utllities mentioned above will be

for the excliusive use of guests of the contracting enterprises,

In the case of vehicles, these cannot be offered for use by the pubiic

in general, in competition with enterprises engaged In publlic
transportation activities,

For hotels and motels, representing an investment over three
hundred thousand Balboas (B/300,000) in the citles of Panema and
Colon, and not under fifty thousand Baiboas (8/50,000) in any ‘
other part of the Republic, and such Investment having previously
verified and approved by the Minlistry of Agriculture, Commerce
and Industry, an exemption will be granted from real estate

taxes for a period of fifteen (15) years counting from the date
that the contract is published in the Official Gazette,

This -exemption covers all rea] estate acquired, bullt or
operated by the enterprise, providing it as actively used In the
activities of the contracting enterprise.

In order to be eliglble for this exemption, the real estate
Property of the enterprise must be duly registered and the exemp=
tion must be requested from the Ministry of Finance and Treasury,

The enterprise also will be exempted from payment ot taxes or
dutles which mey be Imposed on its caplital, installations and
operatlions, ’

The enterprise also will be exemplted from payment of taxes and
wharfage or landing taxes at wharvages or alrports bullt and
owned 'by the enterprise, The facilities may be used free of
charge by the Government. Toward'this end the Government wili
provide appropriate regulations,
Exemptions from the payment of taxes on {ncome originating from

interest earned by creditors in ope-stions destined for Invest-"
ment ‘in hotels and motels, "
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fs For the purpose of computing the deprecliation on Real estate and
equipment, & rate of 10% per year will be allowed,

ARTICLE 4.~ The exemptions granted the enterprise under this Decree:
Law exclude:

8, Soclal Security quotas, contributions or taxes, Revenue Stamps,
notarizing and registry; and public service assessments
established by the Government,

b. Commerclal licenses, liquor and bar taxes, and Income taxes.

€. Material, equipment, furniture or fixtures which might have »
different use from that established in the contract and are not
essential for the good performance of the hotel or motel, or which
can be bought In the country at a reasonable price. ‘

d. Exempted goods imported by the enterprise cannot be sold in the
Republicuntil after two (2) years after their arrival, and only
after the charges from which they had been exempted have been paid
on the besis of the current value of the goods.

e, Paymentiof the assessment established In Article 29 Law 25 of 1957
Is not included in the exemptions (zg of taxes and charges from
which the enterprise is exempted).

f. With regard to contracts authorized under this Decre=-Law, taxes,
fees and charges established by the Municipalities are not
Included,

ARTICLE 5.- The Ministry of Finance and Treasury will establish the
regulations governing the mechanics for the authorizaticn, administra«
tions® and control of tax exemption referred to in this Decree Law,

ARTICLE 6.- The enterprise will under obligate to:

a. Begin the investment within the period established in the contract
with tHe Govermment, 11t belng understood that it will exceed one
year, and to maintain the Investment for the duration of the contract,

b. B8egin operations within the maximum period of the three years frqt
the date on which the contract is published in the Officlal Gazette,

c. Furnish a performance Bond equivalent to 1% of the total capital
paragraph A), .

ARTICLE 7.= Once the hotel's operations begin Its administration wil}
be entrusted to professionals In the field, or of recognized ability
In accordance with criteria established by the National Executlve Organ,

ARTICLE 8.~ The enterprise wiil glve Job preference to Panamanien

employees and workers, except for such experts and special lzed previous
approval has been grented, ‘
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ARTICLE 9.~ The enterprise will be under obligation to develop the
technical skill of Panamanians and to maintain scholarships under
which nationals may purpose training courses abroad, If It Is not
possible to do s0 in local Industrial and educational establishments.

The enterprises renounces all rights to diplomatic claims In case of
disagreement Or conflicts with the Governmert, and any such disagree~
ment must be submitted to the jurisdiction of national court.

ARTICLE 10,- The enterprise which plans to =stablish hotel or mote)
activities for the development of tourism, and would enjoy the
privileges granted by this Decree-Law shall present to a petition
wherein all information related to the enterprise and the capital

to be Invested, will be clearly and accurately defined to the
Ministry of Agriculture, Commerce and Industry.

ARTICLE 11.- The Executive Organ Is hereby authorized to grant the
Government's guarantee for investments and the financing of Invest-
ments in the ‘new hotels, motels and other projects simed at
attracting the tourists, provided they conply with the following
conditions:

a, That the applicant has acquired title, free and clear of
encumbrances, bo the land on which construction |s to be under-
taken,

b. That Investment In Improvements be not less than one hundred
and fifty thousand Balboas (B8/150,000) in the interlior of the
Republic'and In Colon, and two million Balboas (8/2,000,000) in
Panama Clity. In no case will the Government's Guarantece be for
an amount in excess of five mlllion Balboas (845,000,000 .

c. That the'applicant sign & contract with the Government, granting
a first mortgage in favor of the Government on the land Improve-
ments to be made,

d. The guarantee contract in no case will be for a period over twenty
(20) years.

e. The applicants must prove @ paid-up capital Investment of at
least 25% of the value of the proposed Improvements In the Interior
of the Republic and Colon City, and of 30% on investments in
Pdnama City.

f. in case"the Government grants the gudrantee, the Minister of
Finance“and Treasury, and the Comptrdlier General of the Republ I ¢
orf' the persons designated by them, will act as principal members
of the Board of Directors of the Enterprise,
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g. The corresponding cons:'uction project requiras prior approval by
the Panamanian Institute of Tourism (IPAT) or the corresponding
official entity, and the Cablinot Counclli.

Paragraph: The Government guarantee is also applicable to such
persons who have received the dsufruct of national or
municipal lands intended for the construction of hotels,
motels, and other touristic attractions works.

ARTICLE 12.- The Ministry of Agriculture, Commerce and Industry Is
empowered to inspect the installations, operations, processes and
administration of the enterprise In order to determine whether
contractual obiigations are being compiied with, ThL: function could
be delegated by the Executlive Organ to the corresponding official
entity.

ARTICLE 13. Non compliance by the enterprise of the obiigations
stipulated in Article 6 (a) will result In lcss of the performance

Bond, and the exemptions and other concessions stipulated In the _
contract, The Executive Organ will apply this penalty administratively,
unless the'enterprise proves that force majeur was its impediment

for compliance, in which case, It will have the richt to an extenslon
for only one period of equal duration as the original one.

ARTICLE 1b4.~ ' Violation of Article 4, paragraph (d) or any other
improver use of thelr cancellation and a fine shall be Imposed equal
to flve times the value of the Iimports which have been exonecrated,
which will be Imposed separately on the enterprise and on those
private individual who in any way moy have benefitted through the
violations committed.

ARTICLE 15.~ Exlsting contracts for the operation of hoteis and motels
at the time of the promulgation of this Decree-Law, based on previous
legal provisions, shall be valid until and up to the termination of their
respective periods,

Contracts formalized under this Decree Law do not require Legislative
approval and will be effective upon publication In the Officlial
Gazette,

These contradts will require the approval of the Cabinet Councll for
their valldation,

ARTICLE 16,-" in addition to the other requlrements demanded of the

enterprise, 8 detalled plan of the location or locations where the

hotels and motels will operate, and description of the project shall

be submitted to the Ministry of Agriculture, Commerce and Industry,

in each instance it will be necessary to have the favorsble opinion of the proper
officlal entity.
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ARTICLE 17. Any natural or jurldic person who acquires, elther by
purchase of lease, & hotel or motel which enjoys the beneflit and
exemptions granted under thls Decree-Law will also sssume the
respohsibllities and obligations contracted by It.

ARTICLE 18,- The enterprise will assign and maintain available a
special room for the guests of honor of the Government, and without
any rental ¢harge to the Government.

ARTICLE 19.- The rights &nd concessions granted by contract to any
specific enterprise, do not constitute privileges, and shall be
granted similarly to enterprises engaged the same economic acti~-
vities and which have contracted simllar obligations.

ARTICLE 20.- -The Executive Organ, with prior approval of the
Gambl ing Control Board, may authorize the' establlshment of caslnos
or the provisions of this Decree-Law provided that their location have
been classified as tourist areas by the proper authority.,

These operatfons will remain under the administration, control and
supervision of the Gambling Control Board,

ARTICLE 21.- Duration of these contracts will be twenty (20) years,
beginning from the dete of thelr publication In the Official Gazette,

ARTICLE 22.-1 "Enterprise which at. the moment of enforcement of this
Decree-Law operate hotels or motels within the terriroty of the
Republic, can ‘enjoy Its provisions provided they meet the conditlons
and requirements therein stipulated,

ARTICLE 23.- “The Government can grant the usufruct of or lease for s
reasonable period of the time bulldings of Its property within the
perimeter of Tocumen Alrport, for the purpose of making improvements
to said Terminal, intended to provide services and to encourage the
transit of passengers through said Alrport, The use intended to be
given to such 'bulidings and improvements in subject to current legal
regulations,

ARTICLE '24.~ This Decree Law wlil become effective from the date of
its publication In the Officlal Gazette,

Given in the City of Panama, on the 27th day of the year one thousand
nine hundred and sixty seven,
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THE PRESIDENT RAUL ARANGO Jr,
Members of the Committee:
Rene Crespo
Edwin Lopez

Pascual Urefia
Ramon Perelra
Ovidio Diaz
Rigoberto Paredes
Carios iven Zuhiga

The Secratary General:

Alberto Arango N,

Reproduced by permission of the Instituto Panamefo de Turlsmo,



Assets

Current Assets
{ Cash

Accounts Recelvable
Total Current Assets

Fixed Assets

Land

Bulildings

Equipment

Leasehold improvements
Total Fixed Assets
Less: Accum'd Dep'n & Amort.
Net Fixed Assets

Other Assets
investment-Hotel Wash,
investment-Mobile Homes
Investment=-Land
Other

Total QOther Assets

Total Assets

Liabilities & Capital
Current Liabilities
L-T Liabilities
Capital

Total Liebilities & Capital

UNCLASSIFIED

AID-DLC/P-991
ANNEX v
PAGE | QF 7
TABLE 1}
PAGE 1 OF )
Tourlswnlnstltute
alance Sheets as of December 3|
. ($0007s omlttsar—-—_-_-}
1967 1968 1969 1970
25 2! n 237
7 17 284 3
32 38 315 260
220 365 534 534
902 902 1047 1oLy
126 128 191 232
A L 1 13
1252 1399 1783 1826
130 140 86 73
12z 1259 1697 1753
270
675 1034 i ;
528
b3 b9 141
43 49 Bl6 1908
1197 1346 2828 3901
1 " 691 136
100 1632 (1)
1186 1328 2037 2133
197 1346 2828 3901

(1) Subsequent to December 31, 1970, Mobile Homes sihd Land were
sold. Proceeds used to pay off long-term liabllities associsted

with the Homes and Lond.



Land

Construction

Furniture § Equipment

Architect/Engineer
Services

Administration
Contingency

Tourism/Convention
Center

Technlical Assistance
Tralning

Total

Proposed Disbursements By Loan Project

($000's omitted)

Year 1

Year 2

Year 3 Total

Tourism Tourism Tourism T Tourism
AlD Institute AlD Institute AlD Institute AlD Institute
1,000 1,000
1,975 100 9]0 2,075 910
100 50 oy L 194 574 2u4
259 122 89 470 -
26 26 20 72
264 6 102 138 366 154
259 1,026 2,L61 82 765 1,262 3,485 2,370
95 95 70 260
125 105 20 125 355 20
79 1,02 _I(—’z,ssli_nloz 960 1,262 4, 100 2,330 |

i1 378vL

L 402 39wy
A__’s XINNY

| 40 | 39vd






Rental Income
Ground Floor
Trade Shows & Conventlons
Upper Floor Cffices
Institute Offices
Restaurant
Other
Total
Out of Pocket Operating Expenses
(a) Cash Flow - Operations
Interest
Cash Flow After Interest
Non Cash Expenses
Depreciation
Amortizztion
Total
Net Income

{a) Cash Flow After Interest
Loan Principal Repayment
Transfer to Tourism Fund **

Cash Retained by Tourism Center **

TOURISM/CONVENTION CENTER
Proforma Income Statement
($000's omitted)

® No Income nor expense during the construction period of three years.
Interest on loan durlng this period has been capltalized.

** [nizial ca'pltauzauon of tourism fund will ba $1,000,000. When this figure is reached, (presumably in t
remainder of the seventh year surplus will revert to the
Center operations continue guccess{ully, this amount,

these monles will be used to accelerate payments on the AlD loun.

4 5 6 7 8 9 10 11 12 12
113 141 169 169 169 169 169 469 ~ 189 169
20 35 50 50 60 75 75 75 75 75
248 286 321 321 321 321 321 321 321 J21
39 39 39 39 39 39 39 39 39 39
34 34 34 34 34 34 34 34 34 34
S 10 13 20 20 20 20 20 20 20
459 545 628 633 643 658 658 658 658 658.
S1 78 89 91 93 93 93 93 93 93
408 467 539 542 550 565 565 565 S65 565
82 82 82 82 ‘123 115 107 100 91 82
326 38s 457 460 427 450 458 465 474 483
136 136 136 136 136 136 136 136 136 136
- 50 S0 20 50 - 1) 20 50 S0 50 _S0
186 186 186 186 186 186 TR 186 186 186
140 199 271 274 241 264 273 279 288 297,
326 ags 457 460 427 450 458 465 474 483
358 366 374 k]:}} 390 399
362 431 207

326 23 26 253 69 84 84 84 84 84

he seventh year) the ?5252

contingency reserve for the years 8 through 12. In year 13, if the Convention rreTR

plus excess accumulations {n the normal contingency reserve account, will 2 ;z:;

revert to the tourism loan fund as they are needed. To the extent that the tourism loan fund is unable to utilize additional funds, g - M
- o~y
>
3
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Tourism/Convention Center
Present Value Analysis
\($000s om!tted

Present Value 0of Investment

Discount Present
Year Outlay Factor _Vvalue
] 1,285 1,000 1,285

2 2,543 «959 2,439

3 2,12 .889 1,889
5:955 5813,

Present Value of Cash Flow

Cash Discount Presant

Year Flow Factor Value
L Lo8 .823 336
5 L67 ~762 356
6 535 .705 380
7 [1¥ .653 354
8 550 . 605 333
9-33 565 11.061 x ,560 3499
33 1100 .088 97
17731 2355

Discount factor of 8% used

Key Assumptions:

1) Project has an economic 1ifé of 30 yrs.

2) Cash flow from operations annualizes at $565
starting with 9th year,

3) Lend can be sold at end of project 1ife for
Input value i $1,000.

4) wWorking capital of $100 is required for
duration of project.



TOURISM/CONVENTION CENTER
A.1.D. Financed Portion Only
{Convention Hall, Ground Floor, Institute Offfces, Restaurant)
Proforma Income Statement
($000's omitted)

4 ] [ 7 8 9 10 11 12 13
Renta! Income:
Ground Floor 113 141 169 169 169 169 169 169 169 169
Trade Shows & Conventions 20 3s 50 50 60 75 75 75 75 75
Institute Offices 39 39 39 39 39 39 39 39 39 39
Restaurant 34 34 34 34 34 34 34 34 34 34
Other S 10 15 20 20 20 _20 20 20 20
Total ZIT 258 307 317 327 337 337 337 33T 337
Out of Pocket Operating Expenses 40 90 60 62 64 67 67 67 87 67
Cash Flow Operations 171 209 247 250 258 270 270 270 270 270
Interest 82 g2 82 82 123 115 107 100 91 82
Cash Plow After Interest 89 127 165 168 135S 155 163 170 179 188
Non Cash Expenses:
Depreciation 102 102 102 102 102 102 102 102 102 102
— _ _Amortization =30 S0 S0 S0 S0 SQ S0 30 90 (]
Total 152 152 152 152 152 192 152 152 152 152
Net Income 63) §25) 13 16 (17) 3 11 18 27 36
Cash Flow After Intersst 89 127 168 168 135 155 183 170 179 188
Loan Principal Repayment 2358 266 274 281 290 299
Cash Flow 89 _ 127 165 168 {123) __(111) {111) {111) (111) g11)
* No income nor expense during the construction period of three years.
Interest on loan during this period has been capitalized. 3
2
=3
P°
3
>

i 20 1 39vd
tA 38¥L
L 40 9 39vé
Al XINNY
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Tourism/Convention Center PAGE | OF: 1

A.l.o. Financed Portion Only
(convention Hall, Ground Floor, IPAT Offices, Resteurant)
Presant Value Analysis
($000¢s omitted)

PRESENT_VALUE OF INVESTMENT:

Dlscount Peéaent
Year Outlay Factor Value
) 1,195 1,000 1,195
2 2, 451 .SZ9 2.:00
3 913 941 2%
L] —ttt
PRESENT VALUE OF CASH FLOW
-
Cesh Discount Present
Year Flow Factor Valie
L 171 +905 155
5 209 .870 182
6 247 .837 207
7 250 .80 201
8 258 74 200
9'33 | 370 '5.906 X o;‘éj‘ 3'}3Z
33 00 367
5,985 5, 546

Discount factor of 4% used,
Key assumptions:
|) Project has an ecchomic Vife of 30 years,
2) cash flow from operations annualizes at $270
starting with ninth year,
3) Land can be sold at end of project |ife for
input value of $1,000,
l) working Capital of $100 Is rsquired for
duration of project,
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| AN AUTHORIZATION
Provided From: Alliance for Progress Fund
PANAMA: Tourism

Pursuant to the authority vested in the Deputy U.S. Coordinator, Alliance
for Progress, by the Foyreign Assistance Act of 1961, as amended, and the
delegations of authority issued thereunder, I hereby authorize the
establishment of a loan ("Loan") pursuant to Part I, Chapter 2, Title VI,
Alliance for Progress, of said Act to the Instituto Panameno de Tourismo
("Borrower") of not to 'exceed four million onc hundred thousand dollars
($4,100,000) for the United States dollar and local currency costs of
goods and services to assist Borrower in the development of the tourist
industry in Panama by constructing a tourism/convention center, providing
technical assistance for the tourist industry, and creating a revolving
fund to provide seed capital for small tourist-related businesses ("Project").
The Loan shall be subject to the following terms and conditions:

1. Interest and Terms of Repayment

(a) Borrower shall repay the Loan to the Agency for International
Development ("A.I.D.") in United States Dollars within twenty
(20) years from the first disbursement under the Loan, '
including a grace period of not to exceed seven (7) years,
Borrower shall pay to A.I.D. in United States Dollars on
the disbursed balance of the lLdan interest at the rate of
tvo percent (2%) per annum during the grace period and at
the rate of three percent (3%) per annum thereafter.

(b) If, prior to the date on which ‘the first interest payment
is due, the Government of Panama ("Government") so elects,
Borrower shall fulfill its dollar obligations under the
Léan by paying to Government in the currency of Panama, the
equivalent, determined as of a-time and in a manner satis-
factory to A.I.D., of the United States dollar amounts
payable to A.I.D. under 1(a) above, and in such event Gov-
ernment shall pay to A.I.D.:

(1) the equivalent in United States dollars, determined
a8 of a time and in a manner calculated to obtain
repayment of all dollare disbursed plus interest, of
all amounts paid to Government as follows:
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(4) all interest immediately upon receipt subject
to Government's right to retain all payments
in excess of two percent (2%) per annum during
a grace period of not to exceed ten (10) years
from the first disbursement under the Loan
("Government Grace Period") and all payments
in excédss of three parcent (3%) per annum
thereafter;

(B) principal within forty (40) years, including
the Government Grace Feriod; and

(11) interest in United States dollars at the rate of two
percent (2%) per annum during the Government Grace
Period and at the rate of three perceat (3%) per annum
thereafter on all amounts of outstanding principal paid
by Borrower to Goverrment from the respective dates of
such payments of principal.

2. Other Terms and Conditions.

(a)

(b)

(c)

{d)

(e)

Government shall guaranty repayment of the Loan in United
States dollars.

Goods, services (except for ocean shipping) and marine
insurance financed under the Loan shall have their source
and origin in Panama or in countries included in Code 941
of the A.I.D. Geographic Code Book. Marine insurance may

be financed under the lLoan only if it is obtained on a
competitive basis and any cleims thereunder are payable

ifh any country included in Code 941 of the A.I.D, Geographic
Code Book.

Unit :d States dollars utilized under the Loan to finance
eligible local currency costs shall be made availatle
pursuant to procedures satisfactory to A.I.D.

Prior to the first qdisbursement or issuance of any commitment
documents under the Loan, Borrower shall submit in form and
substance satisfactory to A.I.D. evidence that Borrower has
contracted for the architectural engineering services
necessary for the preparation of plans, specifications and

bid documents for, and for the supervision of the construction
of, the touriem/convention center with a firm or firms
acceptable to AID.

Prior to any disbursement or to the issusnce of any commit-
ment document under the Loan for other than architectural
engineering services, Borrower shall submit to A.I.D., in
form and substance satisfactory to A.I.D., evidence that



(£)

(g)

(h)
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Borrower has contracted for the services of management,
consultants to provide technical assistance in the final
stages of design of the tourism/convention center, to
review the final plans and specifications of the bullding
complex, and to provide technical assistance in the
managerial operations of the tourism/convention center
both prior to and after completion of the complex.

Prior to any disbursement or to'the issuance of any
commitment document under the Igan for construction of
the tourism/convention center, Borrower shall submit to
A.I.D. in form and substance satisfactory to A.I.D. the
following:

(1) a plan for the creation, funding and operation of
a tourism development fund, which plan shall include,
without limitation, the criteria for making sub-loans
from the fund;

(11) evidence that the management consultants have reviewed
the plans and specifications for the tourism/convention
center and find them adequate for sound operation of
the project; )

(111) plans and specifications, bid documents, cost estimates

and time schedules for construction;

(1w) evidence o contractual arrangements with a firm
satisfactory to A.I,D. for construction services.

Prior to any disbursement or to the issuance of any commit~
ment documents under the Loan for technical assistance and
training, Borrower shall submit to A.I.D. in form and sub-
stance satisfactory to A.I.D.:

(1) evidence of contractual arrangements with a firm
satisfactory to A.I.D., for consulting services;

(ii) a training program plan.

Except as A.I.D. may otherwise agree in writing, Borrower
shall retain a private business firm or firms to manage
and operate all those parts of :the tourism/convention
center which are appropriate for private managembnt.
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(1) The Loan shall be subject to such other terms and conditions
as A.I.D. may deem advisable,

Deputy U.S. Goord-nator

Date





