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The recommendations for authorisation of a loan in an
amount not to exceed 34,700,000 to the Government of Paragusy
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MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Paraguay - Asuncion Airport Rehabilitation

Attached for your review are the recommendations
for authorization of a loan in an amount not to exceed $},700,000
to the Government of Paraguay ("Borrower") to assist in
financing U.S. dollar and Paraguayan guarani costs of the
rehabilitation of the Asuncion Airport, Asuncion, Paraguay
("Project").

This loan proposal is scheduled for consideration by
the Development Loan Staff Committee at a mee-ing in the near
future.

Rachel C. Roger:
Assistant Secretary
Development Loan Committee
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PARAGUAY - ASUNCION ATIRPORT REHABILITATION

SUMMARY AND RECOMMENDATION

BORROWER: The Borxower 1s the Government of Paraguay (GOP).
The responsible agency within the GOP is the Mindstry of Pudblic

' Works and Communications (MOPC) which has the responsibility for

constructlon and maintenance of airports in Paraguay.

AMOUNT: “otal cost of the project 1s estimated to be $5,400,000.
ATD will firance $l,700,000 of the project costs which include
$4,000,000 in toreign exchange and $700,000 in local currency.
The GOP will finance the other $700,000 in local currency costs
and a conditlion requiring such contribution will be contalned

in the loan authorization.

LOAN TERMS: Amortization in 40 years. Grace period 10 years.
Interest at 1% during grace period, 2-1/2% thereafter, on
outstanding balance.

DESCRIPIION OF PROJECT: Construetion, 700 feet west of
exlsting runway, of a new 9000-foot rumway of sufficient strength
and satisfactory drainage to handle all present and anticipated
traffic; provislion for extension of this runway to 11,600 feet
when and as required; 500 x 1500-foot stopways at each end of
thls runway; reconstruction of the existing runway as a taxiway;
connecting taxlways; and new approach, runwey and taxiway
lighting systems.

PURPOSE OF PROJECT: To assist in financing the engineering and
construction costs for the necessary rehabilitation of
Paraguay's only International Airport. Located near the capital

. city, Asuncion, and in the midst of the only heavily populated

and industrialized area of the country, this alrport is the
gatewsy for the overwhelming mejority of business visitors and
tourists and the port of entry and exit for substantially all of
the ever-growing volume of high-value, low-bulk goods shipped via
alr frelght. Served by 2 United States, 6 Tatin Americen and

2 Paraguayan International Carrlers, 1t 1s serving to put an

end to 1solation and backwardness. Constituting the hub of
Peraguay's domestic alr network, it is essential to the sustained
internel growth of the economy. And, as the only airfield in
Central South America capable of providing safe emergency landing
facilities for large commercial and military jets, it is vital
to the safety of countless air travellers,
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'BACKGROUND OF PROJECT: The present runway pavement is rapidly

becoming unsafe for large Jet aircraft. Iack of an adequate
taxiway imposes limitations on the movement of aircraft which
substantially reduces the capacity of the airport. Runway,
approach and taxiway lighting is inadequate and unsafe for large
Jet sircraft under conditions of limited or poor visibility.

ALTERNATE FINANCING: IBRD advised A.I.D. on May 18, 1966,

that it would not be in = position to consider a loan for this
project at this time and IDB did likewise on ' .
Additionally on ' Export-Import Bank advised that
it was not interested in financing this project.

VIEWS OF THE COUNTRY TEAM: The U,S. Country Team strongly
supports this project as a part of Paraguay's development program
and as important to U,S. interests in Paraguay. The GOP assigns
& high priority to the project.

STATUTORY CRITERIA: All statutory criteria relating to this loan
have been satisfactorily met. (See Annex I for details).

ISSUES: The only issue involved herein concerns GOP debt
delinquencies and is discussed in Classified Bupplement to the
Brazil Road Rehabilitation Capital Assistance Paper (AID-DLC/P-b4T/1).

RECOMMENDATIONS: Authorization of a loan to the Government of
Paraguay for an amount not to exceed $h,700,000.

a) Terms: Forty years, including a ten year grace period.
b) Interest: One percent (l%) per annum on the outstanding

balance payable annually during the grace period and +two and
one-half percent (2%%) per annum thereafter.

-c)' Repayment Terms: Both principle and interest repayable in

U,S. dollars.

d) Major Conditions:

1. The Borrower will covenant to establish one central
authority for the administration and maintenance of the
airport, in accordance with a plan, satisfactory to
A.I.D., within one year .of the signing of the Loa.
Agreement. :

2., The Borrower will agree to provide sufficient budgeted
funds from i1ts own resources to the alrport authority
to assure the continuing maintenance and equipment of the
alrport.
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3¢ Standerd Conditions.

Lk, Borrower will covenant to eppropriate funds in its ordinary
budget for repayment of principal and interest on all AID
and predecessor agercy credits.

5. Equipment, materials and services (except shipping and
merine insurance) financed under the loan shall have their
origin in and be procured from the United States or Paraguay.
Shipping financed under the loan shall be procured from
the United States, and marine insurance financed under
the loan shall be placed in the United States.

6. United States dollars utilized under the loan to finance
local currency costs shall be made available to Borrower
or 1ts designee through appropriate Special Letter of
Credlt procedures and shall be used only for procurement
in the United States.

T+ The loan shall be subject to such other terms and
conditions as A.I.D. may deem advisable,

Capltal Assistance Committee

Loan Officer: Paul N. Wenger
Engineer: Benjamin G. Watkins
Counsel: Irwin A. Lery

Economic Advisor: Joseph Pincus

Drafting Officers

Paul N. Wenger
Joseph Pilncus
BenJamin G. Watkins

Mission Clearance

Je Pe Wiley, Director
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Borrower

1. Name and Description: The Borrower of this loan will be the
Government of Peraguay ("GOP"). The administration of the
construction contract will be the responsibility of the
Ministry of Public Works and Communications (mPC).

2. Organization and Experience of Administering Agency: The
Ministry of Publie Works and Communications has, in its present
form, been the government agency in charge of airport construction
and maintenance since 1947. MOPC has administered numerous loans
and grants, both from A.I.D. and from other lending institutions,
and is considered generally competent to perform its functions
under this project. Airport maintenance will be under the
control of the planned Airport Administrative Agency.

3, Previous U.S. and Other Assistance to Borrower: A.I.D, and its
predecessor agencies, as well as Ex-Im Bank have carried out
both grant and loan programs in Paraguay for over 25 years; for
more than 5 years I.B.R.D./I.D,A., I.D.B. and othe: non-U.S.
government units have also had comparable programs. Paraguay
18 considered well suited for external concessional development
financing both because of the high degree of need and because the
economic, financial, social, and political stability of the
country make it probable that substantial beneficial et'fects will
accrue from such financing.

History and Background of the Project

The original Asuncion International Airport was constructed in
1943 by & contractor for Pan American Airways who maintained and
operated the airport until 1947. Subsequently, the Government of
Paraguay assumed control of operations and maintenance. The G,0.P.
rlaced the airport in a putlic status, and opened it Lu other
internaticnal carriers. During the firct four years of Quvernmenti
operation pructically no maintenance wag performed, althouvgh the
pavement wag four to elght years old und the drainage taucilities
became inoperative by growth of vegetation and silting.

In 1953, one of the international carriers cnanged to L-engine
equiprment, and to alleviaete the poor rondition of the pavement an

asphalt surface of about one inch thickness was placed on the runway
(which also serves as a taxiway). The asphalt surface course proved
inadequate since 1t failed to correct the inherent basic difficulties.
Overloading of the already weak pavement, resulting from the use of the
heavier aircraft, increased the frequency of pavement failures.

UNCLASSIFIED



Revised June 29, 1966
-2 e UNCLASSIFIED

Because the 5,000 foot runway was rapidly deteriorating and
inadequate in length for larger airoraft, ths G.0.F. decided to take
steps to develop an adequate airport. After preliminary studies in 195k,
the (0.0.P. nogotiated a loan in 1955 from the Export-Import Bank for
$700,000 (later increased to $800,000) to build a new 6,000 foot
runway, provide connecting taxiways and overlay the existing terminal

-apron. A contract for consulting and design was signed with Airways
Engineering Corporation and the conatruction contract was made to
Morrison-Knudsen Compary, Inc, in 1956, The contract was completed
in May 1956. In that same month the G.0.P. obtained an additional
loan of $320,000 from the Export-Import Bank and this enabled the
same work forces to continue and add 3,000 feet to the new 6,000 foot
runway. The 9,000 foot runway was accepted by the G.0.r. in early
November 1958.

Since the runway is used as a taxiway and for turnarounds, the
entire runway must by subject to maximum load conditions. The
runway began to show major distress when Pan Amsrican Airways and
Braniff Airlines started operating DC-8s and 707-227s. Pavement
failures became evident within a year after completion of the 9,000
foot runway. Deterioration continued and frequent repair patches had
to be made,

In early 1962 a representative of the Regional Aviation Assistance
Group/Latin America made an investigation of the cause of failures
at the request of the Embassy/USAID Mission and recommended an
extensive program of airport repair. Repairs and maintenance provided
by the limited funds available to the G.0.P. did not prove sufficient
snd in October 1963, USAID provided the G.0.P. with a credit equivalent
of $143,000 in local currency funds, from PL-4B0 availabilities, to
finance additionnl drainage installations in an effort to drain the
runway subgrade and keep the installations in service until planning
and financing of more extensive repairs could be effected.

In November 1963, before the emergency repairs could be effected,
A serious fallure occurred when a DC-8 jet aircraft was taxiing on the
runway. Repair of this failure required the removal and replacement
of pavement, base and subbase. While this work was in progress over a
period of approximately two months, the airp-rt was closed to all but
single and twin engine aircraft.

At approximately the same time, a feasibility study and report for
expansion and develcpment of the airport was undertaken by the firm of
Palmer and Baker Engineers, Inc.; this report with recommendations was
delivered to the G.0.F. in April, 196L. The report proposed a four
stage program including: 1. - Repair and rehabilitation of existing
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runway and construction of clear zones, taxiways, and installation of
runvey, taxiway, and approach lighting systems; II. - Construction of
Administration Building, termina) apron, and part of access rotd;
III, - Construction of aircraft parking aprons and connecting roeds;
IV. - Construction of sccess road. (The G.0.P, was nol successful in
mobilizing the financing necessary to carry out these recommendations
in full, and both the prior and present loan applications dealt. only
with the basic runway/taxiwny/lighting aspects of the project.)

After an inspection trip, in mid-August 1964, the Chief Advisor
of the Federal sviation Agency's Bureau of Flight Standards expressed
concern with regard to the potential hazard to Air Commerce that
might be created if the deterioration of the runway were allowed to
continue beyond its existing state and noted that he would be duty
bound to recommend suspension of United States Air Carrier operations
into Asuncioni1f this problem was not successfully ressived.

In November, 1964, the G.0.P submitted an application to A.1.D.
for financing of the major part of the repairs and rehabilitation

+then thought to be required. Intensive review of the application

was authorized and initieted in December, 1964, and resulted in a
Capital Assistance Paper which was approved by the Capital Assistance
Executive Committee and the Development l.oan Committee in March, 1965.

However, in May, 1965, the FAA required extensive changes in the Palmer
and Baker runway reconstruction plan. This plan was, therefore, abandoned and
Palmer and Baker were commissioned to :revise the original feasivility :=tudy
based upon the present new runway concept. The revisions 1o the feasinility
study were paild for by a grant, which is to be reimbursed to the United States
from the proceeds of this loan. The revised study was submitted by Palmer
and Baker to the G.O.P, in January, 1966, and the G.0.P, fiivd a loan applica-
tion vesed theren in Feoruary, 1966. Intensive review commenced in March,
1966, based upon authorization granted in Novembver, 1965.

Country Team Comments

The U.S. Country Team strongly supports this project es & part of
Paraguay's development program and as important to U.S, interest: in
Paraguay. The (G.0.P. assigns & high nriority to the project.

Alternative Sources of Financing

I.B.R.D. advised A.I.D. on Mey 10, 1966, that it would not be in
& parsition to consider a loen for this project st this time and 1.D.B, did
likewise on May 27, 1966. Additionally, on Decemoer 11, 1964, Export-Import
Bank advised that it was not interested in financing this project.
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E. Engineering Analysis

l. (eneral Project Description

The GOP has planned a modernization program for the
Asuncion airport which will eventually encompass the four
major recommendations frcm the Palmer and Baker report
of April, 1964, es cet forth on pages 2 and 3, above.

The project which is the subject of this Capital
Assistance Paper will cover only recommendation I--it
has been made clear that A.I.D. has no interest in financing
II, III and IV--and will consist of the following elements:

a. Construction of a new runway 700 feet west of
the existing runwey;

b. Construction of connecting taxiways to the
existing runway and to the terminal apron;

¢. Reconstruction of the center portion of the
existing runway for use as a parallel taxiway;

d. Construction ol' u new drainage syastem to serve
the new runway ares and modification of the
exlsting drainage system ai required;

e. Construction of runway and approach lighting
systems un the new runway;

f. Constiuction of new lighting systems on
connecting taxiways and modification of existing
runway lighting syctem for use as parallel
taxiway lighting.

Additionally, a system of VOR navigational aids will
be installed at the expense of the carriers using the
airport.

The new runway will have a paved length of 9,009 feet «and o

width of 150 feet with stopwayus, blust padis and cledar zone: ut
each end. Al} aireratt pavements, J.c., runway, tuxiways wnd

UNCIAGSIFIED
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1940 Braniff International

1941 Aerolineas Argentinas, S.A.

1942 PLUNA (Uruguayn)

1951 Transportes Aereos Real, S.A. (Brazilian)
196, Aerolineas Peruanas, S.A. (APSA)

As Paraguay pursues a program of increasing anddiversifying its

exports, with emphasis on the exportation of semi--processed and

finished products rather than raw materials, larger amounts of cargo,

having higher unit values, become suitable for transportation by air.

In addition, Paraguay's urgent need to develop new markets, to attract
foreign capital to the country, and to increase its earnings from

tourism, make a safe, well-developed system of air communications

vital to the economic growth of the country. The Presidente Stroessner
Airport is the only one serving the capital city area, handling domestic

ond all international flights, and the only one at which large jets

can land. Thus, for economic, social, and strategic reasons, the improvement
of the country's only Jet airport is clearly of the highest national priority.

Specific Contribution of the Activity to the Economi velopmens
of Faraguay

The aotivity contemplated under this loan will facilitate the growth

of other sectors of the economy. Transportation of cargo and passengers
from area to area within Paraguay and to the exterior will become

easier and more rapid. The results of more and better air service

for the past five years have been that incoming passenger traffic

bas almost doubled and air cargo in 1965 was five times greater than

in 1961, There is every reason to believe that these trends will continue,

Paraguay has a large tourist potential in its resources for hunting and
fishing, which are accessible a short distance from Asuncion. Also

the people areo pleasant and amiable, and the climate is sub-tropical,

with an average high of 93°F. and an average low of 55°F. The Yguazu Fells,
Just across the border in Brazil, some 250 miles from Asucion, are

world renowned for their beauty and size; there is regularly scheduled

air service from Asuncion to Yguazu, as well ay highway travel. A modern
hotel with gambling facilities has recently been opened at Puerto Presidente
Stroessnor on the Parana River, near the Brazilian border; air and

rond comunications likewise link this city with Asuncion.



-13 -

The arrival of Touristsin Paraguay calculated over periods of
5 years is as follows:

1950 - 1955 Number of Tourists 3,291
1956 = 1960 v " 21,875
1961 -~ 1665 " " 54,467

During the year 1965 the number of.Tburist arrivinz in Paraguay
was 13,336; this is the largest number recorded during the period

When the number of business visitors are added to those of tourists,
the flow of travellers to Asuncion alone is over 50% greater than
the number of tourists nationwide, According to Asuncion hotel listings,
they had 10,751 visitors in 1960; 11,931 in 1961; 13,060 in 1962;
15,925 in 1963; 21,934 in 1964; and 25,281 3n 1965 for a 6 year
total of 98,882. The accelerated rate of growth in the last 2 years

casino-hotel, requiring an investment of s 82 million (Us$ 650,000),
has just been begun at Ita Enramada on the Paraguay River near Asuncion.
It lies across the river from Clorinda, Argentina, and is an important
connecting point between the two countries, being situated along the
Pan American Highway.

The U.S. carriers, Pan American Airvays and Braniff Interuational
Airways, have also invested considerable time and money in developing

and increasing the commercial traffic between Asuncion and the United
States and other countries (See AnnexIII, Exhibit 7). Tt was estimated
by Palmer and BakeF that, largely as a result of dependable international

air service, Paraguay's tourist traffic contributed approximately $4 million

to its economy in 1963, and that this income will increase to $8 million
by 1975.

The National program for airport development centers around the
airport of Asuncion, which is the hub of all air activity in Paraguay;
improvements to both the Asuncion airport and other airports in the
country are constantly being made with local funds. Although airport
rehabilitation is a capital-intensive project which will take

gome years to diractly show much profit, it ig a necessary development
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5. Effect on Development in the Project Area~

The area immediately served by the project is primarily the capital
clty, but as this is the center of almost all economic activity,

the entire country is strongly affected. Asuncion is located at the
confluence of the two principal rivers, it is the hub of all main
highways, the terminus of the only significant railway, the center

of government, communications, transportation, finanee, commerce,
industry, education, and culture. It has a population of approximately
300.00Q,nearly ten times that of the next largest city, and nearby
areas are densely populated.

As reported in an economic study for the USAID Mission to Paraguay,
substantial public and private investment in productive areas is essential
to the developmnt of the economy. This project will permit .iore

regular and rapid service to Asuncion and the entire country. Industrial
and commercial operations are closely related to airport activity

as indicated by tic rapid growth of this activity over the past

several years, and the absence of other efficient transportation suggests
that business transactions and industrial processes are dependert

on air transport. A survey made by Palmer and Baker Engineers, Ifc.,
during the month of September 1963, revealed that of 1,427 persons
visiting Paraguay during that month, approximately 1,100 came for
business reasons. With the new hotel in Asuncion, and with the

projected improvement in facilities and flight service at the Asuncion
airport, more businessmen and tourists will stop in Paraguay to establish
contacts, to investigate investment potentials, or to enjoy a holiday

in the country.

As estimated by Palmer and Baker the number of passengers arriving

and departing via the Asuncion airport should increase to 64,000

domestic and 84,000 international, and air cargo to 4200 tons by

1975, assuming the facilities will be expanded to accommodate this traffic.
The proposed improvements will be adequate for this traffic volume,

Jbut if not undertaken, congestion will soon cause the amount of cargo

and number of passengers to level off. Since development of the

country depends so much on air traneport, all sectors of the national
economy will be affected by either its growth or its stagnation.
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6. Traffic Capacity of Airport.

Asunclon Alrport is used by planes of widely varying characteristics,
from whe largest jet aircraft to light private planes. There are,
at the present time, five large foreign-owned international airlines
providing scheduled service to Paraguay. In addition, there are
three smaller foreign-owned airlines providing similaer service.
Also, there are two Paraguayan-ovned airlines providing
international service, making a total of ten airlines glving
international service. In 1965 these airlines made a total of

3384 landings and takeoffs using the Asuncion Alrport. At present
there are three Paraguayan airlines serving the interior of
Paraguey from Asuncicn. (The air network within the country of
Paraguay 1s illustrated on Annex 7IJ s Exhibit 1 ; one may
travel to all the principal cities of the country by air). These
airlines made a total of 6,976 flights in 1965. Unscheduled
aircraft conducted an additional 13,405 operations at the Asuncion
Airport during this period. Military planes from. various foreigzn
countries used the ailrport another 87h times that year.

In surmary, the total number of flights to and from Asuncion
during 1965 totalled 2k,639. This averages over 2,000 operations
per month with daily operations varying from as few as 30 to well
over 100. Peak hourly operations during this period have been
recorded as high as 18.

Because of the unusal configuration of the airport, the usual
and accepted methcds of estimating capacity are not applicable.,
There is no parallel texiway to accommodate movement of the
larger planes. They taxi to and from the terminal apron on
the runway. From observation, this requires up to five minutes
per movement and prevents use of the runway by other aircraft
during this time. There is a .short taxivay which is usable

by the light craft with corresponding reduction of time on the
runvay; hence, capacity of the runway depends largely on what
type of alrcraft is landing or departing. However, in any
event, lack of an adequate taxiway imposes limitations on the
movement of alrcraft which, substantially reduce the capacity
of the alrport. .
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One of the most significant benefits of this project will be the
greater flexibility in scheduling airline stops at Asuncion. fThe
bresent peak-hour capacity and instrument-landing and night landing
facilities are inadequate ana discourage the scheduling of stops

at Asuncion except at certain hours. Improved service will
certainly improve economic conditions. Commercial Dassenger growth
is expected to reach a volume of 149,500 annually by 1975, which
wlll impose a bassenger alrcraft traffic load of 18,600 scheduled
movements annually. Unscheduled traffic is expected to increase

at & rapid rate, reaching a volume of 24,000 movements in 1975,

due primarily to the greatly increasing growth in air cargo.

The combined total annual aircraft movements in 1975 is expected
to reach 42,600, with a peak hourly volume of thirty-eight
movements, which is the required runway capacity in 1975. It

is apparent that the present airport facilities cannot accommodate
this capacity.

The proposed parallel taxivay with its high speed lateral
connections will permit rapid clearance of landing aircraft
from the runway and a rmuch faster acceptance rate of the
airport. On the basis of studies and experience at other
airfields, the preposed Tecility should accommodate the peak
hour eircraft movement of thirty-cight operationsg with a
maximum delay time of two and one-half minutes. With a delay
time of four minutes, the runway capacity will increase to
approximately forty-three operations per hour. The above
capacities are predicated on Jet aircraft composing up to
twenty percent of total traffic. With e lesser percentage
of Jet aircraft traffic, the capacity will further increase
to fifty or more operations per hqur.

Without the project improvements, the ability of the runway
to, accommodate the Jet aircraft traffic it currently does will
diminish because of deterioration to such a degree in two or
three years that it will be considered a hazard to jet
operatlions. In any event, the present fucility is approaching
its peak hour operating capacity and furtler increase in peak
hour traffic will create burdensome scheduling of traffic and
long delay time for arriving and departing aircraft.
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Justification of Improvements.

Presidente Stroessner International Airport is the only
international airport in Paraguay, with all international
alr-passenger and air-cargo traffic entering and leaving

the country. There are numerous smaller airfields located
in the surrounding area which form & contributing natwork

of traffic generators for bassengers and cargo into the
Asuncion airport. The airport is in an excellent location,
with only one obstruction to air navigation and with adequate
room for expansion. Also, there is adequate space available
for the development of light industry in the vicinity of the
alrport. Because of the satlsfactory location of the present
airport and the capital investment it represents, it is not
feasible to comsider relocation to an alternate site.

International flights of substantial length which are
scheduled or likely to be scheduled are:

Asuncion to Caracas 2400 Miles
Asuncion to Lima 1600 Miles
Asuncion to Santiago 1000 Miles
Asuncion to Rio de Janeiro ‘ 00 Miles
Asuncion to Sao Paulo 700 Miles
Asuncion to Buenos Aires 675 Miles

The performance curves for the largest aircraft operating
from this airport on the longest scheduled flight indicate

8 required runway length of 11,600 feet (3560 meters)
corrected for temperature and elevation. The present runway
length of 9009 feet (2TL6 meters) permits the Caracas flight
to be made at somevhat less than maximum pay-losd with all
‘other flights being made at approximately maximim operating
efficiency.

Because of the infrequerncy of the longer flights, it is not
econoriically feasible presently to lengthen the ranvay. It

is to be noted, hovever, that, because of the possibility

of more frequent long range flights and in order to accommodate
the super-sonic jet aircraft, now in the development stage,
provision has been made for the future extension of the runway,
as shown on the Master Plan. .
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Relationship to Other Transport Systems.,

It 1s impossible to present formal statistical information
on the distribution of passenger and cargo traffic among the

‘various means of transportation, as these figures are not

available. The physical structure of the transportation
system, hovever, gives a general indication of this
distribution.

The railroad connecting Asuncion and Encarnacion, the two
largest cities in Paraguey, was built by the Paraguayan
Government in 1861 and is badly detericrated. Due to the
boor condiiion of the roadbed and the equipment, the
maximum safe speed on this railroad is about 20 mph. fThe
trip to Encarnacion, a distance of approximately 230 miles,
requires from sixteen to elghteen hours; a recent study by
the International Bank for Reconstruction and Development
has reccmmended that this railroad be discontinued.

Highway transportation is increasing due to the improvements
and additions to the roaa system in the past ten years.

Annex II , Ezhibit 1 elso shows the highway systen
of Paraguay. At present tnore are 421 miles ol all-weather

 paved roads, 898 niles of gravel roads in vairying conditions,

and some 4952 miles of dirs roads vhich are gencrally unusable
in wet weather; some new paved highvays are under consiruction.
The new international bridge over the Parana River at Puerto
Presidente Stroessner combined with the rehabivation of
Paraguay's Brazil road and +he IDD praving of the Brazilian
connecting road will connect Asuncion by modern highway with
the Atlantic Ocean at the City of Paranagna, Rrazil, a
distance of 682 miles, and will alsc provide land travel to
Sao Paulo and Rio. Highway travel from Asuncion to Buenos
Alres, approximately 1000 miles, is possible with a ferry
crossing of the river at the border.
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A recent study by the USAID Mission to Paragusy recommends
further investment in secondary roads in those areas where
productive activity is to be cncouraged. In addition to
spurring the development of such areas, the Improvement of
such roads will help the general economy by reducing the
difficulties of bringing agricultural and forest products
closer to the center of population and the export terminals,
Principelly Asuncion, Since a very large majority of inter-
national and domestic inter-city bassenger transportation
must use the Asuncion alrport, the effect of such road
improvement will be %o increase traffic at this alrport
through stirmlation of general commerce, rather than to
diminish it through competition.,

River transportation has historically been Paraguay's most
important 1link with +he exterior. Even today, water
transportation is vital to cargo movenent for this country;
the greater share of cargo, perhaps 90% of all exports and
imports, is moved by river. However, the time required for

8 cargo ship to navigate the 1018 rmiles from Asuncion to
Buenos Aires is eight days dovmstream and fourteen days
upstream, and the difficulties encountered in the river,

such as low water (as little as 3.5 foot depth of water in
places), obsolete equipment, and foreign controlled equipment,
make river transportation inefficlent and costly. Passenger
transportation by water is not very popular, except for a
holidey, since bassenger ship requires a minimum of threce days
downstream to Buenos Aires and four days upstream, as compared
to less than two hours by Jet.

Traditibnally, the geographic location of Paraguay and
consequent transportation difficulties have confined reat
exports to canned beel and meat extract. These relatively
lov value products have imposed severe limitations on the
development of the cattle industry. During 1964 and 1965,
however, a dramatic change began with Paraguay entering the
international trade in frozen cuts of boneless beef, Small
but Increasing shipments by river and gea to Eurcpe and by
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air to west coast South American countries were made.
Exporting companies have installed the necessary new facillities
for this trade and are anxious to expand it. The present and
likely future status of the international meat trade provides
a favorable climate for such expansion. The intenational
transportation problems assoclated with the Parana and La
Plata Rivers, hitherto the only access to the Atlantic
avallable to Paraguay, will decrease in significance with

the expansion of the port facilities at Asuncion, the
expected improvement of navigation on the Paraguay River,

the completion of the overland route via Brazil to Paranagus,
and the growing usefulness of air transport.

Financial Position of Alrport.

During the 12-year period 1954-1965, airport operations
in Paraguay resulted in s5ix years of surpluses and siz
years of deficits (see Table 1). The deficits coincided
with years in which large outlays for construction took
place (see Table 2). With the proposed improvement of
the Asuncion Airport, revenues from all sources, shown in
Table 3,should rise substantially and should produce ruch
larger operating surpluses than heretofore. The inprovement
of the alrport should serve to stabilize the number of
employees and the outlays for wages and salaries. The
latter have increased more than 81x fold between 1954 ang

196k,
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TABLE

Pa.réguay: Airport Income and Expenses, 1954 =~ 1965
(In thousands of guaranies)

' Surplus or
Tear - Income Exfenses Déficit
1954 2,233 2,596 - 363
1955 4,926 5,884 - 958
1956 5,845 6,711 - 926
1957 6,083 7,642 ~1,559
1958 8,268 6,570 1,698
1959 ' 10,122 6,886 3,236
1960 13,689 11,724 1,965
1961 12,861 12,22, 637
1962 17,794 15,604 2,190
1963 18,789 19,947 -1,158
1964 19,303 19,596 - . 293
1965 * 1,938 12,390 2,548

#January - September.



TABLE 2
PARAGUAY: Airport Expenses, 1954-1965

(In thousands of guaranies)

1 2 3 4 5 6 7 8
Repairs and Wages and Consumption Assets
Year Constructions Maintenance Installations Salaries Material (Equipment) Disbursements Total
1954 400 457 25 1,404 294 16 - 2,596
1955 1,649 538 326 2,421 SL7 403 - 5,884
1956 1,806 L73 120 3,269 786 317 - 6,771
..57 1,070 1,350 254 3,830 87 266 - 7,642
1958 730 219 55 4,416 957 193 - 6,570
1960 1,038 657 8L 4,139 1,607 1,695 2,504 11,724
1941 407 890 204 5,030 2,080 434 3,179 12,224
1962 1,302 835 338 5,956 2,678 422 4,073 15,604
1963 3,274 713 125 7,953 2,282 601 4,999 19,947
1964, 2,720 L1 60 8,594 2,,81 585 Ly 745 19,596
1965 411 541 30 6,402 1,941 113 2,952 12,390
(Up to Sept,
30)
IES:

1, Investments, real estate, ard constructions, )
2, Cleaning of drainage - Landing strips - Buildings and others.
Je Electric installations a~1 others

Salaries, Wages, Faxily Welfare and 3oci
Kectricity, Fuel, Lubricants, Telephone, Insurance,

al Security.

Vehicles, Equipment, Machinery, toocls, etc,
Payments to the Ministry of Finance: 25¢ of rates collected
a, Deficits froz= 1954 up to 1957 were covered

1,500,000; 800,000: 500,000 and 300,000 re

with loans in a total amount of 3
spectively,

Maintenance and repair of vehicles,

el million in installments of
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TABLE 3

PARAGUAY: Airport Income, 19541965
(In thousands of guarani:is)

I II I v v Vi m
‘ Miscellaneous Tower v Rate per
(ear Operations Sales Rentals 3ervices Central pnunprk/ Tott
—r—

L954 1,563 361 56 252 -— -_— 2,2
L955 3,501 678 134 369 2L4, — by%
1956 4,088 553 229 L95 #80 - 5,8
1957 4,199 630 252 561 Ll — 6,0
1958 5,967 ™ 352 £65 505 — 8,2
1959 7,220 1,651 398 B Y 536 — 10,1
1962 9,266 2,757 59 LN 620 o 13,6
1961 8,849 1,86] 78 301 12 g1 12,8
1962 11,670 2,066 1,1%6 35l — 2,511 17,7
1963 11,792 2,296 1,159 284 — 3,258 18,7
1964 11,962 2,325 1,505 290 — 3,2 ‘9.7
1965 9'317 2,121 l.lw discontinued — 2,)19 U-,'!
(Up to
Sept,30)
NOTE)s

1. Landing and take—off feen,
11, Rates for fuel and lubricants,
111, Hestaurant, atore, cuutiter, office, wvarchouse,

IV, Electric pomer, jarking, elgns, ansl ol
a/ Collection of charges ntarted in Auguel 144

b/ Bojnun in April 1961,

e

'nrﬂ.
6 and ran Wiroush NArch 1941, Since April 1961
/ihie has been inclided Ln *Opereilons®
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Paraguay currently has a favorable external debt structure:
the average length of maturities on the outstanding debt is
between 15 and 20 years, and grace periods average about 5
years, The average interest rate on outstanding loans is
more than one third repayable in local currency and less than
two-thirds in foreign exchange.

It is imperative that this favorable debt structure be maintained
since any significant departure could generate an unmanageable

debt service burden and adversely affect Paraguay's credit worthiness.
Thus, short - and medium - term borrowing should be avoided.

Paraguay needs to obtain its loans on a very long term basis

to maintain its creditworthiness, and such loans should provide

8 bstantial financing for local cost requirement as well. Under

such terms Paraguay will be able to aervice its external debt.

Estimated External Debt Services Payments in Foreign Exchange
1965 -~ 1970 (In thousands of U.S. dollars)

1965 1966 1967 1968 1969 1970

Central Goverment: 1,090 471 521, 428 562 763
Amortization 852 220 265 156 254 417
Interest 238 251 259 . 272 308 346

Autcnomous Agenies: 4,425 4,665 4,958 5,213 5,265 5,320

Amortization 3,386 3,401 3,180 3,209 3,271 3,320
Interest 1,039 1,264, 1,778 2,004 1,994 1,730
Central Bank: 1,297 187 178 170 10 12
Amortization 1,250 150 150 150 _— -
Interest L7 - 37 28 20 10 12
Private Sector: 2,200 1,160 1,011 968 928 900
Amortization 1,793 862 757 758 7 798
Interaest 407 298 254, 210 154 102

TOTAL: 9,012 6,483 6,671 6,779 6,765 6,995
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External Public Debt Outstanding as of December

1, 1964 *

. Disbursed TOTAL

Repayable in Foreign Exchange 22,343 65,26L

IBRD Loans - 2,200

IDA 528 9,600

IDB 1,719 13,450

Purchase of British-owned railroad 490 490
Privately placed debt 3,735 6,907
a) Suppliers! credits (2,061) (5,233)
b) Other (L,6m)  (1,674)

Government loans:

United States 12,004 15,840

a) Export-Import Bank 7,503 7,503

b) AID b,591 8,337

Other Western governments 3,754 1,754

Argentina 130 130

Brazil 61 61

Japan 2,588 2,588

Spain 975 1,975

Germany - 3,000

Loan from Czechoslovakia 23 23

Repayable in lLocal Currency lh!081 31;!1;28

AID 10,571 12,32

IDB 3,510 17,317

SPAIN - L, 500

Total External Debt 36,42 99,402

% Debt with an original or extended maturity of one year or mére,

SOURCE: IBRD, Zconomic Department, July 13, 1965.
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G. Financial Analysis

1. Financial Plen

The total cost of the project proposed herein is estimated
by Palmer and Baker to be $5.4 million. Of this amount A,I.D.
will finance $4.7 million, which includes $4.0 million in dollar
costs and $700,000 in guaranies. The G,0.P. is to finance the
remaining $700,000 in guarani costs; the Go0.Ps will also furnish
land worth $188,000. Their agreement to undertake all such
financing will be required in the Loan Authorization. Said G.0.P.
contribution may include up to @s 40 million ($320,000) out of
the @s 80 million of PL 480 generated loan funds which were
originally alloted by A.I.D. to the Central Bank and National
Development Bank (by Project Agreement No. 526-A-lh—AD, dated
October 25, 1962) for short term agricultural credit use and
subsequent re-allocation by mutual consent; A.I.,D., and G.0.P. had
previously tentatively agreed to use the full ¢s 80 million as
the entire G.0.P. contribution hereto but the G.0.P. has now
requested that @s 40 million of said funds be used ‘ag a portion of
the G.0,P. contribution hereto and the remaining @s 40 million be
used as a portion of the G.O.P. contribution to the Brazil Road
Rehabilitation; USAID/P recommends A.I.D. acquiescence. The
remainder of said G.0.P, contribution hereto, plus rfny additional
funds that may be required pursuant to the covenants and onditions
of the Loan Agreement, shall be internal public savings generated
in conformity with the self-help provisions of the Alliance for
Progress.

In addition the above elements of the project itself, the
Capital Assistance Committee has been inform2d that Pan American
International Airways, Braniff International Airways and four other
carriers have arranged to finance the installation of a VOR system
at a cost of approximately $25,000.

The consulting engineer estimates the construction tlme on this
project as being 18 months (following upon & 10 month period for
engineering and bidding). An estimated schedule of disbursements
based upon the Feasibility Study herein would be (expressed in US$)‘

CY 1966 $ 100,000

CY 1967 1,600, 000
CY 1968 3,000,000

UNCLASSIFIED
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Proposed Terms

Terms recommended for this loan are:

Amortization - 4O years

Grace Period - 10 years

Interest - 1% during grace period
22% during payoff period

Reasonableness of Pfoposed Terms and Financial Plan

, The financial plan which contemplates A,I.D. financing of
50% of the local zurrency cost of the project, and the terms
which are the most concessional offered by A.I.D., are deemed
reasonable under the circumstances. As shown in the Economic
Analysis (Section F), Paraguay's urgent need is for developmental
financing with the minimum possible requirement for G.0.P. local
cost contributions. and on the most concessional terms available:
Current and projected G.0.P, revenue budget deficits are in the
neighborhood of 20% and the chances of near-term amelioration of
this situation are dim; projected arnual debt service reguirements
may reach 13 percent of projected export exchange enrnings and
approach ho% of gross public savings; the need for development
capital is both long-term and immediate; the project is one of
basic infrastructure rather than income producing; per capita
annual income in Paraguay is estimated at only $231 for 1965.
Therefore, harder terms and a larger. local cost contribution
would only serve to weaken the country's ability to carry out the
necessary over-all progrem of economic development.

UNCLASSIFIED
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Safety Considerations.

An overriding reason for preserving the ebility of the Asuncion
Adirport to handle jet traffic is its essentiality to the safety

of all air travellers in southern South America. ' As the accompanying
map shows, most of the major air routes in the area pass +thin two
to four hundred miles of Asuncion -~ from there it is 675 miles to
Buenos Aires, T0OO to Sao Paulo, 900 to La Paz, 1000 to Santiago and
1600 to Lima. Moreover, save for lofty La Paz, Asuncion is the only
truly inlend jet airport in the southern part of the continent -

thus if ocean-borne storms were to close the littoral fields there
would be absolutely no other place to land the big jets with safety.

In practice, Pan American's "non-stop" Kew York - Buenos Alres
flight refuels in Asuncion whenever there 1s a question ebout

the Buenos Alves weather (this has happened three times within

the last month), and a recent Braniff flight from Lima developed
engine trouble less than half an hour from the midway point between
Lima and Asuncion.

Furthermore, the followlng featurcs of the projected irmprovements
are directly rclated to the safety, regularity, and security of
persons, flights and property actually utilizing the elrport on
a non-emergency basis:

~1. Repeir of structurally unsound runway surface and subbase.
2, Added taxiway to remove nircraft from the runway and
to relieve congection tcth on the ground and in the air
near the airport.
3. Added overrun areas for alrcraft in difficulty.

4. Improved runway and approach lighting. Presently
night operations are very limited.
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SECTION II - IMPACT ON U. S. ECONOMY

Competition with U. S. Enterprise

No competition with U.S. enterprise will arise from this project.
On the contrary, U.S. firms will have their markets expanded thereby
since the growth of Paraguay's economy will enshle Paraguay to buy
more U.S. products and since the facilitation of air freight operations
resulting from the project will increase the accessibility
of the Paraguayan market to U. S. enterprises, thereby improving
thelr competitive position. Moreover, 2 U.S. airlines are major users
of the facility and will benefit directly from its rehabilitation in
terms of passengers, mail and air freight carried, as contrasted wih
the losses they would suffer were the airport allowed to deteriorate
to the point where the big jets they fly could no longer azafely use it.
Moreover the improvements in the Asuncion airport will further benefit
these U.S. airlines by providing greater safety to U.S. nationals and
others aboard U.S. carriers landing in Paraguay or overflying its
territery. Improved regularity of flights will provide greater
security for baggage and cargo. Such greater safety of U.S. aircraft
flying over southern South America and greater facilities for U.S.
commercial travellers should facilitate U.S. private enterprise in

‘the entir: area. The U.S. national interest in this project thus

ranges far beyond the facility itself,

Source/Origin Procurement.of Goods and Services

The loan provisions will limit procurement to the United States
and Paraguay.

UNCLASSIFIED






-3 -

UNCTASSITIFD

United States dollars utilized wnder the loan to finance local
currency costec shall Le made avallesble to Lorrouwver or its
decignec through eppropriatc Jpecial Letter of Credit proceduran
and shall %e uced only for procurement in the United Stules.

The loan shall be su.ject to such other terms and conditions
ac A.I,D. may deem advigable.

UNCLASSITIED
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UNCLASSIFIED

8ECTION IV - ISSUES

The only issue involved herein concerns GOP debt delinquencies
and 1s discussed in Clapsifieqd Bupplement to the Brazil Road
Rehabilitation Capital Assistance Paper (AID-DIC/P-b4T/1),
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ANNEX I, 3 of 8

FAA Section 2515b}. Information and conclusion on reasonable prospects of
repayment.,

It is believed that there are reagonable prospects of repayment of this
loan. See Section F.

FAA Section 251(e). Information and conclusion on availability of an
application together with sufficient information and assurance to indicate
reasonably that funds will be used in an economically and technically sound
manner,

There is sufficient information to indicate that the funds under this loan
will be used in an economically and technically sound manner.

FAA Section 251(g). Information and conclusion on use of loan to assist in
promoting the cooperative movement in Latin America.

FAA Scction 252(a). Total amount of money under loan which is going directly
to private enterprise, is going to intermediate credit institutions or other
borrowers for use by private enterprise, is being used to finance imports
from private sources, or is otherwise being used to finance procurements

from private sources,

The major portion of the funds urder this loan will be used to procure goods
and services from private sources.

FAA Section 60l(a), Information and conclusicns whether loan will encourage
efforts of the country to: (a) increase the flow of irternational trade;
(b) fouster private initiative and competition; (c) encourage development

ard use of cooperatives, credit uniions, and savings and loan assocliations;
(d) discourage monopolistic practices; (e) improve technical efficiency of
industry, agriculture, and commerce; and (f) strengthen free labor unions.

The loan funds will Le used to rehabilitate an airport that is a vital link
in Paraguay's internal and foreign trade, that is of great benefit to free,
competitive private enterprise both within and without the country and that

is a major factor in promoting improved technical and economic efficiency
of industry, comnerce and agriculture,

FAA Section €01(b), Information and conclusion on how the loan will
encourage U.S. private trade and investmeat abroad and how it will encourage
private U.S. participation in foreign assistance programs (1ncluding use of
private trade channels and the services of U.S. private enterprise).

Thia loan will encourage private trade and participation through its use of
U.S. goods and services. Moreover, two U.S. airlines are major users of
this airport,

UNCLASSIFIED
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19. FAA Section 601(d). Conclusion and supporting information on compliance
with the Congressional policy that engineering and professional services of
U.S. firms and their affiliates are to be used in comnection with capital
projects to the maximum extent consistent with the national interest.

This policy will be complied with.

20. FAA Section 602, Information and conclusions whether loan will permit
American small business to participate equitably in the furnishing of goods
and services financed by it. ‘

Americean smsll business will have the opportunity to furnish goods and
services,

21, FAA Section 60L(a); App. Section 108, Compliance with restriction of com-
modity procurement to U.S. except as otherwise determined by the President
and subject to statutory reporting requirements.

Will be complied with.

22, FAA Section 60L(b), Compliance with bulk commodity procurement restriction
to prices no higher than the market price prevailing in the U.S. at time of
purchase. '

Will be complied with,

23, TFAA Section 60L(d). Compliance with requirement that marine inasurance be
purchased on commodities if the host country discriminates, and that auch
insurance be placed in the U.S.

Will be complied with.

2L. FAA Section 611(a)(1). Information and conclusion on availabiiity of
© engineering, financial, and other plans necessary to carry out the assistance
and of a reasonably firm estimate of the cost of the assistance to the United
States. :

Necessary substantive technical and.financial planning for the project has
been completed and a reasonably firm estimate of cost for the project has
been obtained.

25. FAA Section 611(a)(2). Necessary legislative action required within
recipient country and basis for reasonab” > anticipation such action will be
completed in time to permit orderly accomplishment of purposes of loan.
Legislation will be required to establish the airport authority; however
high GOP officials have indicated that this relatively minor administrative
reorganization should be authorized without substantial difficulty or delay.

. UNCLASSIFIED
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UNCLASSIFIED
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FAA Section 611(b); App. Section 101, If water or water-related land re-
source construction project or program, information and conclusion on
benefit-cost computation.

Not Applicable.

FAA Section 611(c)., Compliance with requirement that contracts for construc-
tion be let on competitive basis to maximum extent practicable.

Will be complied with.

FAA Section 612(b) and 636(h). Appropriate steps that have been taken to
assure that, to the maximum extent possible, the country is contributing
local currencies to meet the cost of contractual and other services and
foreign currencies owned by the U.S. are utilized to meet’' the cost of con-
tractual and other services. ‘

Borrower is contributing 50% of the local cost financing to this project.
For discussion see Section I.G.

FAA Section 619, Compliance with requirement that assistance to newly
independent countries be furnished through multilateral organizations or
plans to maximum extent appropriate.

Not Applicable.

FAA Section 620(a); App. Section 107(a). Compliance with prohibitions
against assistance to Cuba and any country (a) which furnishes assistance .
to Cuba or failed to take appropriate steps by February 1L, 196k, to prevent
ships or zircraft under its registry from carrying equipment, materials, or
supplies from or to Cuba; or (b) which sells, furnishes, or permits any
ships under its registry from carrying items of primary strategic signifi-
cance, or items of economic assistance to Cuba.

Paraguay provides no assistance to Cuba.

FAA Section 620(b). If assistance to the government of a country, existence
of determination it is not controlled by the international Communist move-
ment.

Paraguay is not controlled by the international Communist movement.,

FAA Section 620(c). If assistance to the government of a country, existence
of indebtedness to a U.S. citizen for goods or services furnished or ordered
where such citizen has exhausted available legal remedies or where the debt
is not denied or contested by such government or the indebtedness arises

UNCLASSIFIED
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UNCLASSIFIED
ANNEX I, 6 of 8

under an unconditional guaranty given by such government,
Not Applicable.

FAA Section 620(d). If assistance for any productive enterprise which will
compete in the U.S. with U.S. enterprise, existence of agreement by the
recipient country to prevent export to the U.S. of more than 20% of the
enterprise's annual production during the 1ife of the loan.

Not Applicable.

FAA Section 620(e)(1). 1If assistance .o the government of a country, extent
to which it (including government agencies or subdivisions) has, after
Januery 1, 1962, taken steps to repudiate or nullify contracts or taken any
action which has the effect of nationalizing, expropriating, or otherwise
seizing ownership or control of property of U.S. citizens or entities bene-
ficially owned by them without taking appropriate steps to discharge its
obligations,

Paraguay has taken no such action.

FAA Section €20(f); App. Section 109, Compliance with prohibitions against
assistance to any Communist country.

Paraguay is not a Communist country.

FAL Section 620(s). Compliance with prohibition against use of assistance
to compensate owners for expropriated or nationalized property.

Will be complied with.

FAA Secticn 62C(h). Corpliance with regulations and procedures adopted to
insure against use of assistance in a manner which, contrary to the best
interests of the U.S., proro<es or assists the foreign aid projects or
activities of the Communist-bloc countries.

This project will not promote or assist the foreign assistance aid projects
or activities of the Communist-bloc countries.

FAA Section 620(!). Existence of determination that the country is engaging
in or preparing lor aggressive military efforts.

Paraguay is not engaging in such activity.
FAA Section 620(k). If construction of productive enterprise where aggre-

gate value of assistance to be furnished by U.S. will exceed $100 million,

UNCLASSIFIED
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UNCLASSIFIED

ANNEX ‘I, 7 of 8
identification of statutory authority.
Not Applicable.
FAA Section 620(1). Compliance with prohibition against assistance after

December 31,1966, for the government of a country which fails to institute
investment guaranty program.

Paraguay has an investment guaranty program.

FAA Section 620(n); App. 107(b). .Compliance with prohibition against
assistance to countries which traffic or permit trafficking with North
Vietnam.

Paraguay neither traffics nor permits trafficking with North Vietnam.

FAA Section 620(0). If country has seized, or imposed any penalty or
sanction against, any U.S. fishing vessel on account of its fishing acti-
vities in international waters, information on the consideration which has
been given to excluding the country from assistance.

Not Applicable.

FAA Section 621, Information ard conclusion on how the loan in providing
technical assistance will utilize to the fullest extent practicable goods
and professional and other services from private enterprise on a contract
basis. If the facilities of other Federal agencies will be utilized,
information and conclusion on whether they are particularly suitable, are
not competitive with private enterprise, and can be made availsble without
undue interference with domestic programe,

The project will be completely carried out by private contractors,

App. (Section unnumbered). Use of funds to carry out FAA Section 205,
which pertains to IDA.

Not Applicable.

App. Section 102, Compliance with requirement that payments in excess of
$25,000 for architectural and engineering services on any one project be
reported to Congress.,

Will be complied with.

App. Section 10L. Compliance with bar against funds to pay pensions, etc.,
I%g‘ﬁiiififﬁ'ﬁafsonne .

UNCLASSIFIED
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~and contract terms for capital projects.

50.

51.

UNCLASSIFIED
ANNEX I, 8 of 8

Will be complied with.

App. Section 106. If country attempts to create distinctions because of
their race or religion among Americans in granting personal or commercial
access or other rights otherwise available to U.S. citizens generally,

- application which will be made in negotiations of contrary principles as

expressed by Congress.
Paraguay does not make any such distinctions.

App. Section 111, Compliance with exlsting requirements for security
clearance of personnel.

Security clearance of personnel under contract for services will be obtained.

App. Section 112, Compliance with requirement for approval of contractors

Contractors and cortract terms will be approved by AID.

App. Section 1lL. Compliance with bar against use of funds to pay asses-
sments, etc., of U.N, member.

No funds under this loan will be used to pay assessments, etc,, of U.N.

App. Section 115, Compliance with regulations on employment of U.S. and
local personnel for funds obligated after April 30, 196L (Regulation 7).

This requirement will be complied with.'
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DETAILED DESCRIPTION OF PROJECT

General Site Description:

The airport site is about 10 miles northeast of Asuncion and
is connected to the city by a winding bituminous surfaced highway.
The terrain is marked by low rolling hills,none of which present
any hazard to air traffic.

There is an existing runway 9,009 feet in length and 150 feet
in width., It is composed of a 3 inch asphaltic concrete surface
with a crushed stone base course and a variable material subbase
course, Extensive repairs have been made during the past two years
to correct base and surface failures which have occurred primarily
in the middle one third of the runway length., A major repair was
made in 1963 between Station 29+50 and Station 33 and many other
small failures have been corrected, generally between Station 33
and Station 38, by the airport maintenance forces since that time.
Due to the plasticity and generally inadequate depth of the base
and subbase materials, failures are continuing to appear in this
area, This condition exists in & much lesser degree between Station
20+00 to 28+00 and fron Station 38+00 to Station L7+L6.

An excavation into the existing runway was made during repair
operations at approximately Station 5L, and samples of the pavement
structure and subgrade were taken, The ashpalt pavement was 5
centimeters thick. The base course material was crushed stone
(basalt), 20 centimeters thick, with a gradation curve almost equal
to the average curve shown in the April, 196L report. The subbase
was a 2L centimeter thick mixtur. consisting of a very moist sandy
clay and c¢rushed stone. The subgrade was a moist, firm sandy clay.
Free water was found standing on the hard clay surface at a depth
of approximately 1.8 meters.

Perforated drain tile is in place alongside the edge of the
pavement from Station 22+06 to Station L7+L6 on the east side and
from Station 29+63 to Station LT7+L6 on the west side of the runway
with interceptor drains under the pavement at L5° at variable
intervals. A paved shoulder about 2 meters in width covers the
subdrain trench to prevent surface water infiltration,
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The perforated drain tile has proven generally effective in
collecting and removing the surplus moisture from the base and
subbase courses except in localized areas where the plasticity
of the materials will not permit a flow of water to the inter-
ceptor drains. '

The asphaltic concrete surface of the runway has recently
been sealed with an application of cut back asphalt and leakage
of water into the base from the surface has been reduced sub-
stantially.

The surface of the runway is rough due to the numerous
repaired areas, settlements and the installation of subdrains.
A maintenance leveling program now under way is correcting some
of these irregularities.

The New Runway:

The location selected fir the new runway is 21l M west of
the centerline and parallel to the present runway. The ends of
the new runway will coincide with the ends of the present runway,
with overrun areas extending beyond the runway ends. The terrain
along the centerline is generally sloping downward to an elevation
about three meters lower than the present runway and is generally
rolling in tne longitudinal direction. With the exception of a
section from Station 31+00 to Station 37+00, the new runway will
be on low embankment witn an average height of two meters at the
centerline and along tne west shoulder line., The east shoulder
elevation will, in some areas, penetrate the side hill and will
have an interceptor ditch at a nminimum depth of one neter below
the shoulder elevation to coliect ground and surface witer.

The entire area east of the existing runway rises gradually
upward for a distance of atout 2000 meters and ig covered with
a silty sand matcrial atove an impermeatle strate of hard sandy
clay materisl, Hainfall is abtsorued by this overlaying friable
silty sand material and then gradually descends weaterly into
the area easi of the present runway-where some of the ground
water reaches the surface and is carried off in an interceptor
ditch approximately 80 meters east of the present runway, There
is a large marshy area just east of Station 30+00 where no
drainage ditches have been provided to remove the surplus water.
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An interceptor ditch approximately 240 meters east of the present
runway, which was constructed along with the present runway, is
not completely effective due to its shallow depth and because it
does not extend southerly into the wet area.

The water table was found to be near the surface in the
borings along the centerline of the new runway lying west of
this area. Ground water has also been found immediately above
the impermeable strata in excavations for repair operations
where existing runway surface failures have occurred, These
excavations were generally to a depth of about five feet below
the runway surfacc and in two observed instances, several gal-
lons of free water were released.

An extensive subsurface investigation was carried out to
define the soils and drainage conditions in the proposed loca-
tions of the new runway and extension, connecting taxiways,
administration tuilding and borrow areas,

The soils in this area are generally divisivle into three
distinct strata; a- upper stra‘um averaging abtout 0,5 meter
thick and consistin: of a moist, firm, brown silty sand; a
stratum of varying thickness of roist, firm teo stiff sandy clay;
and an underlying dry, hard sandy clay rmaterial.

The silty sand is of variatle depth or entirely atsent due
to past siripping of ‘his raterial from Station 1K to 23. It
averages approxirately 0.3 reter in deptn frorm Station 23 to 30;
0.7 meter from Station 30 to %; 0.l rmeter from Station 38 to
Lli; and 0,3 meter or lese :han Jtation . to §7. This soil is

N
non-plastic and is classified as £-2 w0 E-4 according to the
FAA system or ar A-1-i or A-2-l azcording to the AASHO system,
The material averages 207 coarse sand, L3% fine sand, with the
remaining 27% grading rather smoothly into the silt and clay
sizes, OSanmples of this soil have an average optimum mositure
content of T4 and o maxirum density of 132 pounds per cubic
foot, as determined ty AATHO T-180 and a soaked California
Bearing Ratio (CER) of over LO. The natural water content of
this soil averages 127,

These silty sand soils are dense when compacted at the pro-
per moisture content and have a high bearing capacity, They
have a subgrade class by the FAA system of Fa to F2, depending
on the drainage conditions,

UNCLASSI¥IED



UNCLASSIFIED
ANNEX II

EXHIBIT '2, Page 4 of 10

The moist, firm to stiff sandy clay stratum underlying the
gilty sand was encountered to the bottom of the borings, over
two meters in depth, from Station 18 to 31. It was of varying
depth, averaging about two meters, from Station 31 to 37; of
slight thickness or entirely absent from Station 37 to L5 and
L6 to 57; and to a depth of about two meters from Station L5 to
L6. The liquid limit averages 27, the plasticity index 15 and
the natural water contert 15%, It is classified as E-7, with
some E-5, according to the FAA system or as A-6 accordirg to
the AASHO system. The material averaged 25% coarse sand, 25%
fine sand, 6% silt and LL% clay. Samples of this soil have an
average optimum moisture content of 10% and a maximum density
of 127 pounds per cubic foot, as determined by AASHO T-180 and
a soaked California Bearing Ratio (CBR) of 11. '

These sandy clay soils are very stiff when compacted. at the
proper moisture content and make a good fill material under condi-
tions of good drainage. However, due to the clay content, they
are sensitive to changes in moisture content. This material had
& soaked CBR of only L when compacted at a moisture content of
3% above optimum. They have a subgrade class by the FAA system
of F-3 to F-9, depending on the drainage conditions.

The dry, hard sandy clay underlying the moist soils is
entirely imperreable and forms a surface for a considerable
amount of underground water flow. This surface is gently slop-
ing down at atout the same grade as the ground surface from the
east to the west. '"Paths" of particularly concentrated water
flow are found at Station 30, 33 and L3 to L6, The depth to
water readings taken in the open boring holes showed a consider-
able variation in the water elevation and were dependent on the
location of the hard sandy clay surface and on the amount of
runoff taking place fror. recent rainfall. The water surface
was generally located within the limits of the moist sandy clay
stratum, Individual "pockets" of water standing on the surface
of the hard sandy clay were also found with some of the borings,
This hard materia. could not be peneirated by more than a few
centimeters by the hand auger equipment. It can be expected to
be difficult to excavate and can be compared in consistency to
a soft sandstonc. It tends to expand and become unstable when
pulverized and allowed to take on water. For this reason it
should not be placed as a fill material under the runway or other
areas requiring a high bearing capacity. The subgrade of the
pavement structure should be a minimum of two feet above this
goll strata,
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Runway and Taxiway pavement Structure:

The design loading on the n.vement structure, as shown in
the Design Criteria, is 320,00) pounds gross aircraft weight on
dual-tandem gear.

The required pavement thicknesses for the design loading,
based on an eighteen inch layer of E-l or better soil overlaying
an E-7 subsoil with poor draining conditions, is derived from
procedures set forth in Section 15, Chapter 3, of FAA Advisory
Circular AC 150/5320-6 for Critical and Non-Critical Areas as
follows:

Critical Areas - All Taxiways and
500 Feet at Each End of Runway

Bituminous Surfacing: 3 inches; 7.62 cm
Crushed Stone Base Course: 11 inches; 27.9 cm
Granular Subbase Course: 9 inches; 22.8 cnm
Selected Subgrade: 18 inches; LS5.7 cm

Non-Critical Areas - Center Section
of Runway Exclusive of 500 Feet at Each End

Bituminous Surfacing: 3 inches; 7.62 cm
Crushed Stone Base Course: 9 inches; 22.8 cm
Granular Subbase Course: 3 inches; 7.62 cm
Selected Subgrade: 18 inches; LS.7 cm

The construction procedure, however, requires that the new
runway be used for taxiway purposes for a 6 to 8 month period
during the reconstruction of the existing runway as a taxiway.,
During this period it will be possible that excessive stresses
may be produced in the non-critical thickness of the center
section of the new runway pavement from the taxiing-operation.

It has been determined from the airlines using the Asuncion

Airport that the present maximum gross sircraft loading is
270,000 pounds on dual-tandem gear assembly,
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been constructed, the present taxiway will then be removed and

" reconstructed in the same manner proposed for the parallel taxi-
way., OConstruction in this area must be coordinated so as to
permit access to the terminal area from the runway at all times.

Storm Drainage and Erosion Control:

All runoff water east of the present runway is collected
and passed under the present runway pavement in pipe culverts
or around the ends of the present runway in open ditches. Some
of the existing pipe culverts are of inadequate size for the .
planned future Terminal Area development, The new runway is
located on the downnill side of the present runway and must pro-
vide outlets for all of the runoff water now passing under the
old runway, together with the water that will be collected in
the Terminal Area and in the area between the centerlines of the
present runway and the new runway.

The connecting taxiways divide this area into four sections.
Each of these sections will have drainage openings with a capacity
as determined for a five year design storm using the rational
equation formula, together with capacity for the storm water now
passing or tu be passed under the present runway. The system
will be designed to provide capacity for the additional runoff
expected when the planned development of paved parking aprons
and new administrative area is accomplished.

The storm water that now passes the ends of the present
runway will continue to be carried in open ditches beyond the
ends of 'he new runway and stopways. A channel change will be
constructed where Ytay Creek encroaches on the stopway area.

Paved ditches will be constructed along the east side of
the present runway and along the east side of the new runway
where neeled to prevent erosion, or as necessary to provide a
free draining condition where flat ditch gradients exist,

headwalls or inlets will be provided on both ends of all
drainage culverts.

All graded areas of the airfield will be sprigged or seeded
with & otable grass of local variety,
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Airport Lighting:

The planning and estimate for the Airport Lighting Systems
are based primarily on the U, S. Federal Aviation Agency (FaA)
standards. Consideration was also given to standards and recom-
.mendations of the International Civil Aviation Organization.

It was determined that the FAA requirements provide a system of
illumination which will more clearly define the layout and pat-
tern of the runways and taxiways, although the ICAO recommends
some landing aids not required by FAA,

High intensity lighting will be provided for the runway
and approach systems with sequenced flashing lights on the ap-
proach, In addition, a high intensity Visual Approach Slope
Indicator will be provided on the north end of the runway.
Medium intensity taxiway lighting will be provided,

The runway lighting will be installed in accordance with
FAA Advisory Circular 150/5340-13 using 200 watt, bidirectional
runway lights and bases per FAA Advisory Circular 150/53L5-9,
located as specified in Technical Standard Order Nlc, and con-
trolled by a saturable reactor type constant current regulator
with stepless brightness control per FAA Specification L-B28,

The taxiway lighting will be installed in accordance with
FAA Advisory Circular 150/5340-15 and Technical Standard Order
N3b, using a base mounted blue taxiway fixture per FAA wpecifi-
cation L-822, with a 30 watt, series, lamp in accordance with
requirements of Advisory Circular 150/53L45-23 and masked as
specified in Advisory Circular 150/53L0-15. Taxiway guidance
signs will be installed where required, Series regulators will
be in accordance with FAA Specification L-812.

The approach lighting will include a high intensity up-
proach lighting system and a Sequenced flashing light system,
all in accordance with FAA Technical Standard Order N2lLa.

The Visual Approach Slope Indicator system will be in-
stalled as a landing aid in addition to the requirements of the
U. S. Federal Aviation Agency as recommended by the Inter-
national Civil Aviation Organization and in accordance with
their stFndards. ‘ o
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Power for the lighting will be obtained from the National
Power Company (ANDE)., Their 6000 volt line will be extended to
the area of the Airport Maintenance Shop, where, in addition to
shops, an appropriate building will be located to house the
equipment for regulating the runway and taxiway lights and also
an emergency diesel engine driven generator set of sufficient
capacity to operate the approach, runway and taxiway lights if
the normal power supply fails. Transformers will be provided
to transform the 6000 volts down to proper voltage for airport
lighting and shop power. A power feeder will be installed from
this area to a substation located near the approach lighting.
This substation will include all regulators and control for the
approach lighting system.

A new control panel with control of runway, taxiway and
approach lighting will be provided in the existing control
tower. Control circuits will be arranged for efficient trans-
fer to the future new control tower,

Runway and Taxiway Marking:

The runway will be provided with runway direction number
marking, threshold marking, landing zone marking, centerline
marking and side stripe marking., Taxiways will be provided with
centerline stripe murking and holding line markings. All areas
such as paved shoulders, blast pads and other paved areas not
intended for aircraft use will be marked with the standard
markings for deceptive or hazardous areas.

1

Design Criteria:

The design criteria for the proposed construction is taken
primarily from U, 5. Federal Aviation Agency standards with
considerations given to requirements of the International Civil
Aviation Organization whereever possible,

The governing criteria are set forth below:

Airport Classification, FAA Intercontinental
Airport Classification, ICAO Class A

Normal Maximum Temperature 9LOF. ; 34°C,
Airport Elevation, MSL 300 Ft.; 91/3 M.
Largest Operating Aircraft 707 - 300 B
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Maximum Gross Aircraft Weight
Maximum Design Trip

Runway Length Proposed

Runway Length Future

Landing Strip Width (Cleared)
Runway Width

Runway Shoulder Width

Maximum Longitudinal Grade

Maximum Effective Grade (Runway)
Maximum Transverse Grade )
Shoulder Transverse Grade (Runway)
Maximum Rate of Grade Change (Runway)
Sight Distance

Stopway

Blast Pad

Taxiway Width

Maximum Rate of Grade Crange (Taxiway)

Maximum Transverse Slope

Shoulder #Width (Taxiway)

Shoulder Favement (Taxiway)

Shoulder Slope

Design Pavement Critical Loading
(500 Ft, runway ends and taxi-
Wways )

Design Paverent Critical Loading
(center section of ~unway)
Paverent Type - Runway

Pavement Type - Taxiways

Runway Lighting

Taxiway Lignting

Approach Lighting

Air Navigation Obstruction
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320,000 Pounds

2600 Miles

9009 Ft.; 27L6 M,

11,600 Ft.; 3536 M,

1000 Ft.; 304 M.

150 Ft,; L6 M,

175 Ft.; 53.L M,

1.25%

1.0%

1.5%

5% for 12 Ft.; then 2%

0.1% per 100 Ft.

Any two poirts 10 Ft,
above pavement visible
for 1/2 runway length

1500 Ft, x 500 Ft,

150 Ft. x 250 Ft,

75 Ft.; 23 M,

1.0f per 100 Ft,

1.9%

50 Ft.; 15,2 M.

25 Ft.; 7.6 M,
27

320,022 Pounds Gross
on Dual-Tandem Gear
270,000 Pounds Gross
on Dual-Tandem Gear
Flexitle

Flexitle

High Intensity

Medium Intensity

High Intensity,
Sequenced Flashing

FAA TSO-N18
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EXCERPTS FROM IBRD REPORT "ECONOMIC POSITION AND PROSPECTS OF PARAGUAY"

The financing of the ongoing public sector investment projects will
continue to present a difficult problem in 1966. The Mission estimates the
overall investment deficit of the Central Government at 258 million and of

-the autonomous agencies at §26 million, or a combined deficit of ¢28k4
million. In arriving at these figures, the Mission made allowance for
reasonable growth in revenues resulting from an expanding economy and
improved tax administration. No consideration was given to new taxes or
to new tax rates since the Minister of Finance indicated that none are
contemplated for 1966. The Mission also made allowance for a reasonable
growth in current expenditures by the Government. In the case of the
autonomous sgencies, both revenues gnd expenditures were projected on the
basis of the experience znd/or prospects for each one of the agencies and
they are believed to be quite realistic. Recourse to the Central Bank for
the above amount plus the unblocking of some 165 million of previously
sterilized deposits for the Paraguari-Encarnacion Road and PL-480 funds
would raise the monetary issue by the Central Bank to 4S50 million and
would again be incompatible with the Government's determination to maintain
internal and external stability. Thus unless further increases in revenues
and/or reduction in current expenditures materialize, the authorities may
be faced with the necessity for again stretching out the pace of projected
disbursements on ongoing public investments.

A serious problem is likely to exist in the near-term (1965-66) in
connection with attaching external loans to public sector investment projects,
unless the external lenilers are prepared to finance both the foreign exchange
and the local expenditure component of the new project. The foregoing
analysis of the ongoing public sector projects conclusively demonstrates
that the major problem facing Paraguay is to generate an adequate volume
of internal resources necessary to match the external component already
in the pipeline. At the very best, public sector savings over the near-
term can be raised to the level required by the ongoing projiects. The
financing of the external component only of possible new projects which
would require the generation of additional internal resources by the Central
Government would merely serve to aggravate the already existing serious
problem.

The problem of determining the respective shares of financing from
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external and from internal sources can obviously be answered best only in
the context of each individual loan made for specific projects. Neverthe-
less, it appears desirable to set out same average cost-gharing principles
_for the total public investment effort to which external financing is at-
tached. In setting forth such broad guidelines, two major considerations
are relevant. The first is the balance of payments outlook and the amount
of external capital that must be relied upon to meet balance of payments
objectives. The second is the fiscal and monetary policy to be followed in
achieving the Government's objective of growth under conditions of relative
stability. The total volume of external capital already in the pipeline
and its projected rate of utilization fully meets the requirements of the
balance of payments during 1965-47. Thus, the capital inflow in 1966-67
projected under possible new loans and credits does not need to give primary
consideration to its balance of payments implications.

The situation is, however, ccmpletely different from the standpeint
of the second criterion mentioned above. Given the maximum improvements in
the government's savings efforts which it is reasonable to expect, the
projected capital inflows would necessitate a greater recourse by the
government cf borrowing from the Central Bank than would be consistent with
its policy of maintaining relative monetary and price stability. It follows
+hat the government will be able to achieve its fiscal, monetary and balance
bf payments objectives only if the inflow of external capital in 1955-67
is greater than the direct import content of the investment effort. This
implies that project loanc will need to cover at least part of the domestic
costs of the projects they are intended to finance. The Mission believes
that in the near-term project loans need on the average to cover the direct
import component of public investment which in Paraguay is very high-possibly
a8 much as two-thirds, plus the full amount of the domestic component in all
instances where local resources mst be supplied by the Central Government.
Project loans which can rely on other sources for the local currency
financing, need not cover more than the foreign exchange component.
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. | PARAGUAY
7 L._BASTC mama
Areat 157,052 sq. miles
Population:mids 1964 1,900, 000
Rate of growth, 1955-64: 2:65%’p.a.
Population density per sq. mile 12,1
Gross national product 1964: ¢49,641 million-US$394 million
Rate of growth, 1955-19615: 2.9% Pe+ae -
' - 19¢€,:. 3.0% p.a.
Per capita(1964): US$208 (at Official Exchange ratd)
Gross domestic product at 1962 market
prices: c S ¢ L7 vilrien
of - which,  in prcent, Agricultures 22,3
Cattle: 10.9
Mining 0.1
Forestry: 3.7
Manufacturing: ,
Industry: 17.4
Services: 38.0
Percent of GDP at market mrices 1964 - 1957-19
Gross invectment 15.7% 16.1%
Gross savings 13.2% 12,9%
Balance of payments current 2.5% 3.2% -
account defid t
Investment income payments 0.6% 0.5%
Government taxation revenue (or 8v7% 8,9%(1963-1964 )
ourrent revenues)
Resources gap_és % of investment 16.9% 19.8%

Relationship to large monetary or customs areas Momber of ALALC
Overall rate of change ir
=1

196 .

Total goney supply million G 4473 12,
Time and savings deposits L Il #/R 103L%
Commercial bank credit to ' .

private sector : " # 2622 518%
Other lending to private

sector (BNF) "o G125 -~ =35%
Rate of change in prices 2% 9% p.a.
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Public sector operations ' 196, Rate of change, 1963-6L
Government current receipts mill, ¢ 4,366 345

Govt. current expenditures mill.. @& 4,092 3.9%
Surplus on current account mills @& 274 -2,0%
Govt. capital expenditures 1/m ¢ 914 2l,,8%
Public irvestment expenditures
1/ million . ¢ 1,978 31,3%
Total external assistance to-
public sector 2/ million ¢ 8L9 29.8%
¥External public debt (in US$) . 196 Most recent year
Total debt . Us$46.1 million Us$ 56,3 million
(12/31/6L)
Total annual debt service Us$ 3.3 million Us$ ?.26m§llion
1964
Debt service ratio 9% 11.4% (1964)
Balance of payments (in US$) Most recent year Overall rate of
. chango
Total exports USEL5.4 million(1964) = 1.6k 1962-51.%
Total imports ' USSL4.3 million(196L) = 9.9%(1962-64
Net invisibles 3/ US$11.6 million(196L) - 68.9%(1962-6&%
Net, current account balance  US$10.6 million(l964) - 38, 5%(1962-64
Past Average Most recent year
Commodity concentration of '
exports (oustoms data) Livostock 31% Livestock 33%
, (1957~196L ) (1964)
Gross foreign exchange reserves Us$ 3.0 million April 1965
of the Central Bank (1958-1964 ) Us$ 9,0 million
(or less than (or loss than two
one months! . months! imports)
imports) '

1/ Real and financial invostment (seo Tablo 9a)
External Financing in the Public Sector Investment Program.
3/ Private donations are included,  °

UNCLASSIFIED






UNCLASSIFIED
ANN"X 1IX
EXHIBIT 2 ,p L of8

GROSS_DOMESTIC PRODUCT, BY SECTORS OF HfODUCTION, 1;@5-1210
(Millions of guaranies constant 1962 prices

' %
Seotor 1964 1965 1966 . 1967 1968 1969 1970 Increase
(estimated) 1964~70
Agriculture 10,500 11,207 11,882 12,581 13,370 14,231 15,149 L,
Cattle 5,120 5,216 5,332 5,656 6,011 6,398 6,809 33
Forestry 1,730 1,800 1,880 1,986 2,112 2,247 2,391 38
Hunting and '
Fishing Ll L6 L8 50 53 56 58 © 32
Sub-total 17,394 18,269 19,142 20,273 21,5L6 22,932 24,407 4,0
Mining o 2 w90 95 10
Industry 8,180 8,740 9,634 10,394 11,046 11,757 12,513 53

Construction 1,086 1,257 1,324 1,428 1,518 .1,616 1,720 58
Sub-iotal 9,336 10,069 11,032 11,907 12,65k 13,463 14334 51,

Electrizity L RTL 286 308 333 358 383 h092/ 51
Water and Sanitary '

Services 88 9l 100 108 116 124 132&/ 50
Transportation &

Communications 2,019 2,102 2,297 2,486 2,671 2,858 3,050” 51

Sub-total 2,378 2,482 2,705 2,927 ' 3,145 3,365 3,591 51

Commorce,Finance 9,750 9,950 10,200 10,673 11,241 11,184 12,048 24
Government 1,8,0 1,850 1,900 1,981 2,087 2,194 2,307 25
Housing 1,650 1,720 1,800 1,883 1,983 2,085 2,193 33
Other Services 4,600 4,700 4,850 5,083 5,354 6,262 6,300 37

Sub~total 17,8,0 18,220 18,750 19,620 20,665 21,725 22,88 28

TOTAL 46,948 49,040 51,629 54,727 28,010 61,490 £5,180 39

Note: Detail may not add due to rounding

1/Piedra triturada 22,0 para X (Ruta 11)

2/Con Valle-mi ampliado; no se exporta piedra, ‘

3/S0 estima en funcién de la demanda proyectada por ANDE y en 1970 el de
incremento por electrificacién rural. ‘

L/Se ostima pasar do 16,000 a 21,000 usuarios segin proyecto de ampliacién
CORPOSANA, . :

5/Se proyecta aparte (vor anexos )

Source: Requerimiontos Financieros Extornos en el Bienio 1065-1966, parte las
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GOLD AND FOREIGN EXCHANGE RESERVES,

1953 - :
(In thousand of U.S. dollars)’

1965

Convertible Bilateral Liibilities DNeb Ket

X - IMF Reserves

foreign AGREE - Gross Short- Bilateral posi- Central Private Total Net
Year Gold exchange MENT Reserves term Agreerents tion  Bank BANKS Reserves
1952 190 4,616 2,757 7,563 - 1,37 . 6,189 3,957 10,176
19354 190 3,322 855 4,367 - 52 = 3,571 375 1,119 4,705 5,824
1955 150 1,002 4,371 5,563 ~353 -1,711 375 3,87 - 4,700 8,574
1956 181 1,062 6,787 8,030 -120 - 700 -1,125 6,085 3,189 9,274
1957 136 1,419 4,880 6,435 -~ 23 - 368 -~ 3,625 2,419 1,057 3,476
1958 86 272 7,023 7,381 ~589 - L0 - 4,375 2,377 - . 63 2,314
1959 108 2,751 1,077 3,936 6 - 941 - 2,563 4,26 - 1,261 - 835
1960 95 372 542 1,009 -=- =108, -2,375 -2,,10 -1,070 - 3,,80
1961 82 2,357 79 2,518 -= =1,433 - 438 647 - 2,468 -1,821
1962 g 698 41 820 -764 - U3 1,312 625 - 1,493 - 1,068
1963 81 1,318 b29 1,828 -1,500 - 134 1,812 2,006 - T35 1,271
1964 81 3,066 k76 3,623 -.600 - 19 2,312 5,316 - 7718 - L.538
1965 1,018 a/ 6,440b/ 1,176 8,632 -~ - 9 2,812 11,435 - 2,521 8,514

-8/ Includes purchase of $ 937,000 in gold that will be paid to the IMF as the

increasing Paraguay's quota in tie Fund.

b/ Since September 1965, includes an investment of $250,000 in BRD bc-ds,

gold ccntribution to

_8 J0 G *g ‘2 LIaqTHXE
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GOVERNMENT FIMANCES, 1960-4

(In millions of guaranies)

- 1961 1965
1960 1961 1962 . 1963 . 1544 January- January-
. Harch March
Cash revenues .
Qrdinary 2,58698 2,8142o9 3,1&2}-7 311696-7 3)65805 86801& 1)119.2
Special laws 732.0 783.8 903.8 871.3 897.7 182.6 263.1
Total 3,318.8 3,631.7 4,328.5 L,368.0 ' L4,556.2 1,051.0 1,382.,3
Authorized exsenditures
or’dil’"m 2’671'3 2,9&2,9 3) 5&2.0 3)8141}-5 1&,3-2&0-3 _781lb 932.1}
Special laws 68L.0 812.9 910.3 889.2 89C.5 175.5 198.5
i 3,355.3  3,755.8 .4,487.2 4,733.7 5,C30.8 956.9 1,130.9
Redezption of debt held by 1 1/
Central Bank (net) -36.6 — —2.6-/ <L7.1= -33.4 ~76.5 =167.2
Changes in departzental =)
balances (increase =) ) 33 hl/) 36 21/ -116,0 -11.4 -32.7 38.0 7.3
Check float ) * T = 30,9 - 3.2 -31.0 8.5 8l.6
Adjusted cash ex-enditure 3,352.1  3,792.0 4,337.7 L,677.7 4.933.7 926.9 1,052.6
Treasurer surplus or deficit(-) - 36.5 = 124.1 =158.7 =~ 365.7 - L7L.6 .1 251.4 -
Cash _surplus or deficit («) - 33.3 - 160.3 - 9.1 -309.8 - 377.5 1241 329.7
Central Bank finarcing ) .
Transfer of profits 50.L4 -— — -— -— - —_—
Change in governzent deposits : .
(increase -) 2/ - 39.4 65.9  -140.0 0.8 - 108.1 =541 = 154.9

Scurces: Ministry of

1/Estizates.,

2/Ex=lwding P.L. 420
Bote: Totals zay not

Finance, and Central Bank of Paraguay.

counterpart furd balances.
add owing to rounding.
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CENTRAL GOVERMENT ROVEIUES AMD EXPENDITURES, 1663-1970

(in millions of guaranies)

Source: Actual data

o Treasurey, projnctlons by IBRD mission.

1963 194, 1965 1966 1967 1968 1969 1970
1. Wzges ard Salaries 1833 1950 2195 2195 2267 2366 2453 2561
- 2. Purchases 1456 2159 1356 14,01 1461 1534 1501 1631
3. Transfers 587 661 661 725 742 773 823 861
a. Persons {Pensicns, etc.) 376 415 1/ L4151/ L65 480 50C 550 577
b. Agencies 211 26 26 260 262 271 273 281,
1) Public ®nterprises 51 75 75 80 82 &l 86 86
2) Decentralized Agencies 160 169 169 177 177 183 183 193
3) Mmicipalities —_— 2 2 3 2 L L 5
4. Interest on Public Debt _63 _86 _86 99 101 14 n7 110
a. Internnl ) 1 19 . ’
b, xternal 52 67
5. Total Gurrent Expernditures
(1x2:3¢ L) 3939 L092 4262 LL20 4571 4787 4994 5213
6. Azortizations 176 2/ _213 3/ _303 w3 _1é 147 151 156
a) Dozestic 2 59
b) extemnal 152 15,
7. Transfers cn Capital sAccount 191 267 33¢ 355 382 LOO Lz0 L1
8. Real Invest—ecnt 5L 6L7 1221 1142 798 867 1054 800
9. Total Txpenditures (5363748) . LBL7 2/ 5219 6125 6062 5897 6201 6619 6710
10. Current Baveonuss 4219 1366 4896 511L 5615B 5897B 51783 &L77B
11, Dericii or Surplus (9-10) -628 -853 8cs -948  -282 =30L XY -233
12, Inflow of External Funds 362 397 75 615 352 376 571 L55
13. Changes in accuzulated Saving =13 =75 75 —_— —_— —_— -—
" or Reserve ; - é g
4. Domestic Borrowing 339 531 . . rags
" 15.G2p to be Financed (-) or Surplus{{)— —_— -3L6 -258 70 72 130 212 o B
, 88
1/Contributions to International orgz=nizations and non~pension payments to individuzis are expected to 455
decline.
2/Includes ¢ 63 =illion registered by the Central Bank R
2/Incides ¢ L6 :Lll.on rob-s‘:.e- >d by the Central Bank e O,
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CENTRAL GOVERIIENT ESVENUES AND EXPLJDITURES, 1963-1570
(In millions of guaranies)

1963 196y, 1965 1966 1967 1968 1969 1970
(Actual) (Actual) (Budget A B A B A B A B
: Estirmates) :
TOTAL 4219 4366 4896 S, 5370 5615 5635 5097 5916 6178 6215 6477
I.Fereien Trade 1764 1861 2055 2121 2199 2199 228C 228G 2368 2368 2460 2460
1. Custecos duties 816 880 924 970 1020 1020 1070 1070 1125 1125 1181 1181
2. Irport surchargss T L1 556 725 761 799 799 8,0 8,0 882 832 926 926
3. Sxport taxes 25 237 210 190 170 170 150 150 130 130 110 . 110
4. Consular fees 241 188 196 200 210 210 220 220 231 231 23 23
II.internz1 Trade ‘ SSL 953 1149 1207 1267 1267 1331 1331 1398 1398 1170 . 147¢
1. General salss t-x L5 350 395 415 L35 435 "4L57 T457 TL80 480 504 504
2, Pelroleu= taxes 170 177 188 197 207 207 217 227 227 227 238 238
3. Alcohol taxes 180 Ic8 BIAA .9 154 154 15 159 155 165 170 170
4. Cattle taxes : 118 148" 242 257 272 272 288 28 305 305 326 326"
5. Gemeral cecnsu=-tian 121 175 180 189 199 199 210 210 2 221 232 232
taxes
III.St2> Taxss 368 - 320 349 387 335 385 uOL LOL 42l L2, LL5 L5
IV.Inscoe Taxes 2L B0 A a5 59 697 61 167 12 832 o 9o
V.Irhoritansd 13 15 20 A 2 8 23 9. 2 92 25 o3
VI.22al Estate Tixes 94 217 270 223 297 377 313 397 328 412 3LL  hos 5
VII,Otker 131 239 251 261 271 270 282 282 293 293 0% 30 @ g
VIII.Mon-t3x 3ayvenues 378 326 309 311 332 332 35 k5 359 359 373 373 g g
1. Pensien fums Js58 187 200 210 23 230 22 22 25, 2ABL 267 267 ~ o
2. Post office 10 22 25 26 27 27 28 28 29 o9 30 30 W,H
3. other Wm0 5 5 7% % % e Lo
. ! =N
o
Sowrce: Actual data fro- Treasury, Projections hy IZRD mission, ;:



UNCLASSIFIED
AID-DIC/P-LL8
ANNEX III
EXHIBIT 3

p. 1 of 21
PARAGUAYAN SELF-HELP

@.0.P, Report to I.A.Eco.8oc. Meeting
(EXCERPTS)

Among the fundamental causes of this development the following
basic achievements should be mentioned:

(=)

(v)

(c)

(a)

(e)

~

(¢)

The construction of more then 2,080 kilometers of
highways which not only render possible the incorporation
of vact zones into the national economy but also bring
the inhabitants social benefits, medical attention etc.

Distribution of land to farmers by which the title deeds
of an average of 6,244 properties have been legally
registered during each of the past five years.

The formation of new colonies which tend to s0lve the
problems arising from requests tor land.

The construction of airports which i1l a long felt need
of air transportation.

The bullding and equipping of hospituls in various purts
of the country; thege institutions facilitate preventive
and curative medizal treatr 'nt of peasants, maintaining
the health of farm workers and inhebitants in general,

The purchase of severul vessels that have ziven o notable
impulse to the Naticnal Merchant Fleet. By complying with

the natlonul policy to increuse transcport capaucity, ful-
Fillnment 16 ulso being given to one of the fundamentul
objectives of the National Development. Plan, The State

Merchant Fleet han Increased the mur  » or its units with
various Lypes of vesneln -- ganoline tankers, oil barger,
cold storage voosels, cattle trannportu, hustenger chipo mnl
tugs. 'The Btute Merchant Float transported 35% of o tota)
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of 606,80h tons of foreign trade merchandise; +he net
capacity of the FLOMERE alone is 18,471 tons.

(g) Improvement in the adwinistration of ports, which has
simplified operations and reduced loading and unloading
costs. :

(nh) Establishment of the National Development Bank which
provides development credits to the basic sectors of
national economy.

All these briefly outlined achievements are rooted in a
firmly established fiscal policy and have brought about a greater
economic development in the various sectors of national economy.

Owing to the increase in production, exports have steadilv
increased. In 1961 exports stood at US$ 30,677,000; in 1964 they
totalled US$ 49,771,000 and in 1965 they reached US$ 57,197,000
an annual accumulative increase of 16.8%.

Exports per inhebitant rose from US$ 17.40 in 1961 to US$ 29.50
in 1965.

Exports per production sector compared ac follows:

Sector 1961 (us$) 1965 (Us$)
Agriculture 6,856,000 16, 190, 000
Cuttle 10, 803,000 20,385,000
Lumber 6,462,000 9,765,000
Industry 6,399,000 10, 068, 000
Various 157,000 ‘189, 00"

Imports also increased considerably between 1961 and 1965,
though it should be mentioned thut this Increase occurred only
during the last year. During the yeurs 1961 to 1964 imports were
maintalned at upproximately US$ 33,900,000, but in 1969 they
rose to USH W,009,000 an incresse of 30k.

In this respect there wns an importunt varietlon which favors
developmenty imports of consumnble goods fell from 43.8h to 0T
while muterinls attributuble t capital increased from 35.0% to
38,06, Imports of fucl and oil increamsed frecm 10f to 11% during

Ltho oume period.
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The Credit Policy in general and its expansion in
particular have played a predominant part in the development of
the afore-mentioned sectors.

Credit granted by the joint Banks operated in the Country
in 1961 totalled @s.3,13% million; in 1962 credits rose to ds.
5,29%.5 million; 1in 1963 to @s.6,852 million; in 1964 and
1965 credits totalled ¢s.9,71h.5 and 11,870 million respectively.
These figures show a credit increase of 37.8% during the 5
T years.

It is worthy of mention that, in spite of the afore-mentioned
increase in credits, Paraguay suffered no inflation, and the
rate of exchange with the dollar remained unaltered.

Credits to production sectors were granted in the first place
to Agriculture with an increase of 521%; in the second place to
Building with 419%; then to Stock Raising with 308% and lastly
to Trade and Industry with 2£7% and 259% respectively.

With reg to Highways and Roads the undertaking has been
commendable. During the period 1961 to 1965, 2,080 kilometers of
roads have been built; included in this total are 275 kilometers
that have been asphalted.

During the previous 5 year period (1956-1960) a total of
999 kilometers of road was built; only about 10% was asphalted.

Paraguay has u total of 4,246 kilometers of highways and
roads; 1ii{ should be mentioned that no lecs than 3,079 kilometers
of this total have been built during the past 10 yeurs and
2,080 kilometers during the 5 year period now under comment.

Investments in Schools during the past § yeers have been
considerable; accomodation for 31,520 new pupils in 394 new
classrooms hau been provided during the period.

Thio means that the number of achool buildings constructed
during the perfod represent no less than T.5% of the totul
school buildings that exist in the Country.

UNCLABSIFIED
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8.  PUBLIC FINANCE AND TAX REFORM

8.1 FISCAL POLICY

During the past 4 years of the "Alliance for Progress" the action
of the Ministry of Finance in matters of Fiscal Policy has brought
about some fiscal, economic and social improvements; for their
furtherance the Government has undertaken to give impulse to the
following basic obJectivest

(a)

()

(e

(e)

(1)
(&)

Modifications to the taxation system in successive stages

and introduction of moderate and pertial. reforms, endeavoring
to simplify application of the laws and to adjust rates to
the capacity of the tnxpayer.

Modifications to the udministrative structure of the
Department with the principal obJjectlive of maintaining a
permanent control on offices receiving revenue from taxation
and to insure that amounts collected are promptly depouited
in banking institutions. .

Preparation of a Tax Control Plan, while continuing with a
program of minimum training for inspectors, preparation and
execution of inspection plans etc; special attention would be
given to income tax.

Adoption of more effective measures to repress operutions that
conflict with established regulations.,

Organizational improvements which would tighten the control of
budgetary expenditure, establiching priorities for such
disbursements nst Salaries, Pensions and other Publle
Administration expenses, Amortization of Internul und Foreign
Public Debt, Stnte purchuases and other expenalture neccssury
to Public Inbtitutionb for their operation,

Adoption of o« tficenl systom appropriate for fruntier trade with
exclusive nttention to requirements of the respective wones,

Creat.ion of necensury menns, topgether with noh«dnfliationict
measures, for obtalning internal revenue to defray additional
Paragunynn State contributions of lonne grunted by Internatlional
Organizationn for Agricultural Development, Btock Rulving

and Induotrial programs,
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(h) The carrying into effect of programs whose objectives are
Educational Development, Public Health and the maintenance
of suitable relations between Capital and Labor.

(i) Btrengthening of financial resources for the execution of
Agricultural, Forestry and Industrial programs.:

(J) Coordination of the Fiscal Policy with Currency Stability.

(x) Defense of the Balance of Payments on the basis of an increase
of the sources that furnish foreign exchange.

(l) Carrying into effect investment in basic social capital
necessary for economic and social development.

UNOLABBLIIED
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10. * AGRARTAN REFORMS AS AN INSTRUMENT OF DEVELOPMENT

10.1 LAND DISTRIBUTION POLICY

/

W L b ey
L

"7 'Dibt¥dbution of land and occupation of new areas were continued
on the basis of progrems already initiated; new plans were also
prepared such as the entire colonization of the San Estanislao -
Itacurubi del Rosario - Lima zone, knovn as the Northward Merch of the
Agrarian Reform. ‘ o

The specific colonization brograms on a large scale during 1965
‘were as follows:

(a) EASTWARD MARCH

This movement was initiated b years ago and is
presently in a stage of consolidation. It covers the
Department of Caaguazu and Alto Parana traversed by the
modern International Highway which connects Coronel Oviedo
with Presidente Stroessner. Numerous coionies have been
inzorporated into the economy of the Nation. The most
important of these are: Dr. Juan Leon Mallorquin colony;
Presidente Stroessner (ex-Pastoreo); Repatriacion;

Dr. Domingo Montunaro; Yguazu; Paraguasil; Guayaguicua ete.
The total colonized area exceedg 300,000 hectares on
which have been settled some 30,000 families. '
Consulidation of the Eastward March Program has heen
centered on the colonies Dr. Juan Leon Fallorquin,
Presidente Stroessner, Repatriacion and Dr. Domingo
., Montanaro.

The OFA in Paraguay, through Project 39 of ITAA has made
soclo-economlc studies in the Dr. Juan Leon Mallorquin colony;
the aforc-mentioned studies hed as their obJject the
orgunization und development of production as well an 1itg
primary industriulization and comiercialization.

Teums of Experts arc preparing social assistunce,
technical and credit services which are complemented with
medicul attention give: by Doctors of the Medical Department
of the Institution.

Teamn of Agronomists have performed organizationul work
tending to community development in the Doctor Montanaro colony.

UNCLASSIFIED
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(v)

(c)

Experiments in cooperative work are giving excellent
results. By means of the organizational system known as
"Minga Guazu" (the neme arises from aboriginal traditions
of the race) basic work, such as the opening of roads and
the building of schools, has been effectively performed.
Another system called "Minga-i" has been adopted to solve
individual problems such as the preparation of land for
cultivation, harvesting clearing, etc.

The great colonization movement initiated simultaneously
with the opening of the important net of highways, which
connects Coronel Oviedo, through Carayao, with San Estanislao
and the River Jejui, covers an extensive zone both fertile and -
rich in natural resources. This new highway offered immense
and unparalleled opportunities for colonization of vast
regions, till then excluded from all possibility of economic
development. On the basls of some existing ccloniee, the
Institute of Rural Welfare planned and put into effect an
extensive program of land sub-division. These colonies cover
a total area of 68,785 hectares or 3,482 lots already
assigned to families; out of these totals 17,559 hectares and
878 assigned lots correspond to the work of this year. In
accordance with the Program it is expected to sub-divide a
minimum area of 150,000 hectares.

Colonization Highway No. 5 (East to West)

This Program includes the entire sub-division of the
land traversed by the important and strategic highway that
connects Concepcion with Pedro Juan Caballero. This
pregram 1s presently in a stage of active development, and
the work will be intensified in the immediate future.
Nevertheless, there are already numerous colonles in the
zone ouch as the recently established "Dr. Juan Manuel Frutos",
"Ex-Combatientes de lo Guerra del Chuco", "Cerro Memby"
(totally occupled by repatriated agriculturists and
pensioners of the "Chuco War"), and “"Cocue Pyujhu."

THE CHACO MARCH

The recently finished seven hundred kilometer Tranc-
Chaco Highway will make possible the integration into national
economy of the vast plains suitable for cattle ralsing located
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at the extreme northeast of the Chaco. This highway will
enable the Government to colonize more than 3,000, 000
hectares. The Projects for immediate action include the
sub-division of 400,000 hectares, of which 105,000 hectares
have already peen measured. The sub-division of 10,000
hectares in the district of Filadelfia, Department of
Boqueron, is presently in progress; this future agricultural
colony is adjacent to the Mennonite colony in the area.

(4) SOUTHWARD MARCH

The Southward March is presently in formation and is
being organized with a view to solving the problems of
Agriculturists without land in the Department of Itapua,
Misions and Neembucu. A census of landowners located along
the banks of the River Parana to a width of 30 kilometers is
being prepared; each case will he studied with the object
of applying Law 662 or other legal measures applicable for
colonizucion. A project 1s also being prepared for the sub-
division of 50,000 hectares owned by the successors of
Barthe in the Department of Itapua (Resolution P. No. 3242

ted 11/26/65). Lastly 38,864 hectares in the Department
of Ttapua, Caazapa, Misiones and Neembucu were sub-divided
into 1,683 lots during the year 1965.

10.2 LAND PROGRAM FOR DISCHARGED CONSCRIPTS

This policy was initiated in 1962 and has been extended and
improved- during successive years. This was the first time a program of
this kind had beenp put into practice in the continent; the experilence
and the satisfactions obtained from the resultc demand it be given more
and more importance. Statictics show the growing interest in this
progrum; every year there is a greater number of discharged men
interested in acquiring lund. In 1962 there were 1,072; in 1963: 1,20h;
In 196k: 2,610 wnd in 1965: 4,913,

Development of thirn program consists not only in permits Lo
occupy land but also in the provision of agricultural implements and
first credits. In 1965, the Government grunted 4,913 permits to
occupy land more than 6,000 agricultural implements to Soldicrs and
Policemen of S50 units. Theoe goldiers, after completing thelr
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10.7

2. Doctors tave attonded Lo nwdorless repatriated parsons
in Ui consulting roots of the Institute in Asuncidn (see
Leadings Repatriation and intermal Imalgrants), The ubovee
rRonlictied porasuns were subjected to a complete redical
axanination which resulted in the detaction of certain
infecticus and caitagions discnsea, Imvediate measurey
ware adopted to prevent such cases entering the new
cormunities; in 1965 the doctora diagnosed and isolated
about 27 ralignant cases.

Numerous colonists from the interior of the Country received
pedical attention; in spite of difficulties of every kind a
con:idgrablo nuzber of these patients ware hsopitalized in
Asuncion, The 1BH in all these cases defrayed the cost of
medicines and X-rays.

Je Urgent medical attention in the colonies. During 1965 there
wore outbreiks of influentza with pulronary complications and
malaria,

b In collaboration with the Ministry of Health a total of
6,914 persons (including indians) were vaccinated in the
colonies of Freedcm Highway during 1965,

HIGIMIAYS

The building of roads of access is essential to the colonization
of new areas; by this moans the colonist can place his produce in
the principal markets of the Country. Road-building has for this
reason been considered one of the most important activities of
the Institute, During ‘he year 1965 road-building activities
were concentrated in the Department of Paraguar! and San Pedro,
In the Dopartment of Paraguarl a stretch of 79,5 kiloreters of
the Highwny'Coroncl Stroessner wag built between the city

of Paraguari and a Junction of the highway with the branch of the
Tebicuary Sugar Mills. Moro than ¢.3,500{H) were invested in the
construction of the efore-menticned strete h, an approximate cost
of #.45,000 por kilometer.

Freedom Highway was commenced on August 1, 1965 in the Department
of San Pedro; the target was the San Paeblo colony ‘n order to
provide the zone with an access from Highway III. In 1965 the
ongineers finished a 32 kilometer stretch that included a branch
to the "Nina" colony. The work was accomplished with road
equipment Lired from the Engineering Command; the total investment
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10D

vas 1.2,500,000 including hire of equipment, payment of salaries
and the cost culverts,

VETERANS OF THE CHACO WAR

By law No. 1087, dated 9/28/65, Vetorans of the Chaco War were
granted legal right to decorations, pensions and certain privileges;
among these privileges if the right to free land. During the

year 1965 title deeds of land totaling 5,081 hectares were
registered in favor of 226 Veterans.

DISTRIBUTION OF IAND

A total of 356,049 hectares were distributed with 6,500 title
deeds in the year 1965. This figure is less than in 1961 when
79250 title deeds were registered or in 1962 with 10,016 title
deeds; nevertheless the figures for 1965 are amply compensated

by the total area granted to new owners, especially to cattle
breeders. With the figures corresponding to 1965 the organization,
operating under different names since 1915, has granted 56,018
title deeds with 1,612,738 hoctares.

REPATRTACION

In 1965 a total of 227 families, comprising 960 members, returned
to the Country through repatriation activities of the IBR. Thisg
number does not include those persons who returned spontaneously
and settle in various parts of the Country. By adding the 1965
figures to prior years, it is seen that IBR has facilited the
return of 1,636 families, comprising 7,709 persons since 1962.

SUMHARY:  The Agrarian Reform undertaken by the Government is
being carried out with its own funds; the IBR budget of 25 millions
in 1960 reached 126 millions in 1965.

The problems at the present timz are:

l, Scarcity of experisnced Technicians

2. Insufficient funds to finance the increasingly extensive

programs that must be accomplished in order to avoid stage
natiocn and decline of the Agrarian Reform. Progress during
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the past 10 years is evident; it suffices to quote that
45,000 title deeds covering 1,300,000 hectares have been
granted during the period.

Inadequate credits to settle new colonists on the land
assigned to them (this system of credits is not used by B.I.D.)

STATISTICS OF TITLE DEEDS GRANTED BETWEEN

. 1954 and 1965

YEAR No, TITLE DEEDS  No.HECTARES
1954 437 49,334
1955 21,107 22,201
1956 822 44,038
1957 655 14,261
1958 - 1,298 31,888
1959 2,710 75.954
1960 3.205 101.795
1961 7.250 165.808
1962 10,016 209.191
1963 4,500 156.949
1964 6.250 165,280
1965 6.500 356.349
TOTALS © 44,750 1.393.048

Source: Statistical Division
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EDUCATIONAL DEVELOPMENT DURING THE PERIOD 1961 -.1965:

The Republic of Paraguay, as other underdeveloped countires, is

passing through a process of social and economic evolution which
requires acceleration; with this object in view both the Government

and the people have taken action tending to make education available to
the greatest number of persons, so as to insure an effective develop-
ment compatible with the new demands for sncial justice and economic
equilibrium,

1. GENERAL OBJECTIVE

The principal objective is to achieve a gradual and effectual
improvement in the conditions of life and work, not only in the
rural but also in urlan communities. The improvement can be
obtained through a comprehensive educative action tending to
moke each individual realize his own potentialities and helping
to instill qualities that dignify him as a free and responsible
human being capable of living in peace and cooperating in a posi-
tive .cocio-economic and cultural development of the Country.

On these bases the following general objectives should be borne
in mind when preparing specific programs for the various educa-
tional levels:

(a) Impart fundamental knowledge of general culture and inborn
qualities by which the pupil may feel as one with his spiritual
inheritance and be aware of his part in a universal civilization,

(b) Give a moral and social education which will form citizens
concious of the use of their rights as also of compliance with
their duties.

(¢) Actvalize and extend the knowledge of technical and scientific
achievements that will allow them to enjoy their benefits and
help them to produce both better and more in relation to the
environment in which they live,

(d) Impart - nore positive knowledge of the socio-economic condi-

tions o©. the country, contributing in this manner to a better
understanding and adaption of the pupil to his environment.

2. PRIMARY EDUCATION

2.1 Present Systems Primary Education consists of 2 levels: the
noncompulsory kindergarten for children of 5 to 6 years of age
and the cbligatory and gratuitous primary level for children oi
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7 to 14,

The age of 7 years established by law for the primary level is
higher than the normal teaching age which is established at 6.

2.2 Pupil Growth: Analysing information relating to matriculation,
number of teachers and pupils, it is observed that Primary Education
has constantly inoreased during the 5 year period 1961 - 1965.

The total matriculation of 311,833 pupils in 1961 rose to 363,261, an
increase of 16.2%; the number of teachers increased from 10,998 to
12,791, an increase of 16.3%. The number of school buildings also
registered an increase; in 1961 there existed 2316 buildings

compared with 2662 in 1965, an increase of 15%.

The number of primary grade matriculated pupils in 1965 (363,261)
represent 86% of the school age populaiion.

NUMBER OF SCHOOLS, TEACHERS AND PUPILS

Year Schools Teachers Pupils
1961 2,316 10.998 311.833
1962 2.383 11.218 327.059
1963 2,501 12,358 334.678
1964 2,605 12,611 349,143
1965 2.662 12,791 362,261

2.3 Scholastic Equipment: By means of contributions made by the
parents of children, the Communities provide some school supplies.
The Ministry has the responsibility of providing furniture and
teaching material.

The Psychopedagogic Department of the Ministry evaluates and
revises the textbooks for pupils; since 1957 there has been in
existence a section with the name "Teaching Material Production
Services", Up to June 1963 the Service had produced 280,000
copies of 29 different books covering a number of subjeots

for children, teachers and study programs.
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Another didactic contribution is made by the Technical Assistance
Nopartment, created with the assistance of UNESCO in 1962. Its’
objectives may be summarized as follows: (a) Study, preparation
and editing of texts, monographs, booklets and pamphlets for
primary, secondary and teacher education; (b) audio-visual'
aids, production o films and views showing the factis of
Paraguayan teaching.

3. DEVELOPMENT OF SECONDARY EDUCATION

Years Institutions Teachers Pupils
1961 178 3.385 26.559
1962 198 3.580 28,562
1963 207 3.470 28.870
1964 244 4,039 31.590
1965 277 4,500 35.402

(Corresponds to Public end Private Institutions)

MATRICULATION

1961 11962 1963 '1964 . 1965

Basico 17.528  18.964  19.475 22,434 24,205
Bachillerato 3.620 . 4,267 4,610 4,720 6.205
Comercio 1,543 1.242 1.345 1.304 1.703
qumal 3.868 4,089 3.440 3.142 3,285
Tecnica Vocacional 834 624 746 903 1,082
Tdcnica Industrial th 428 394 431 450
Agricola 3h6 325 341 335 350

Growth of Secondary Fducation: It will be seen from the afore-going
figures that Secondary Zducation in all its branches has also gradual-
1y but constantly increased to the point of absorbing about 62.4%
of the pupils completing their primary studies., The following are the
increase percentages for each branch during the 5 year period 1961-
1965; the Basic cycle matriculation increased by 38,1%; the Baccalaurcate
;g ?%.5%; Commercial ‘by 10,4% and Professional Technical Teaching by

'30
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Repional Education Centerss The Regional Education Centers constitute
large scholastic units located in appropriate regions of the country;
they comprise a group of buildings which are suitably equipped and a
staff of teachers specialized in various subjects.

These Centers afford advantegeous conditions for carrying into effect
both ordinary and special programs for primary, secondary and higher
teacher education,

In principle it has been decided to build 6 of the afore-menticned Centers;
at the time of issuing this report 2 of them are in operation und

another 2 are in the process of building. These Centers were constructed
through the Rural Education Development Program and have received
assistance from A.I.D., and GOP.

L, HIGHER TEACHING

Higher education in Paraguay is given in the National University
(official) and in the recently created Catholic University "luestra
Senora de la Asuncidn® (private),

Admittance to the University is granted to students who are in

possession of a Baccalaureate diploma, or its equivalent, and who comply with
other prerequisities that are established by its respective branches.
(entrance examination etc),

4.1 UNIVERSITY MATRICULATION

1961 . .. .., 4,030
1962 o o o . ... W4,573
1963 . o o' . . . 4,885
19615 e o o o o o o -5.258
1965 ® o o 2 s o 05-917

5+ FINANCING OF EDUCATION

5¢1 The financing of Paraguayan education originates .n especial from
public funds. These resourcec are furnished in accordance with
the Czneral Budget of the Nation,

The amounts assigned to Education in the budgets of 1961 and 1965
represent 15.2% and 15,74 respectively. Taking into consideration
the constant rate of sxchange, the educational budget for 1965
inereased by 143% compared with that of 1961.
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5.2 OFFICIAL EXPENDITURE FOR EDUCATION
(2961 -- 1965)
{In thousands of Guaranies)

1961 1962 1963 1964 1965
Primary 273.792  316.988 1393.195 450,576  489.107
Adult Education cmme—- 885 1.448 1,643 1.379
Secondary Ed. General 27.377 29,815 37393 40,649 48,375
Secondary Ed. Tec. 30.977 38,002 = 40,408 42,534 Lk, 537
Normal 47,688 54,419 65.091 72,770 75.748
Prof. Feminine 1.936 3.063 2.296 2,498 3.503
University 95.422 113.935 128.605 147,131 155.863
Adm & Other Serv, 52.233 52,809 64.006 75.134 100.950
TOTAL : 529.425 609.917  732.442 832.935 919.462

— —— ——

5.3 Reasons for the constant increase in Government Education Expenditure

are the following:'

a) Primary Education is gratuitous and obligatory; almost its entire
.cost is borne by the Government,

b) Between 53 and 60% of the total number of secondary pupils are paid
for by the Gtate.

¢) University Education is also gratuitous in the National University.

ELEMENTAL EDUCATION CAMPAIGN

As part of adult education, this typical and well-planned program
will require new financiasl efforts.

The t:aching of soldiers with Ministry-paid professional teachers
is wlready in progress In the barracks.

Some barracks are not limited to primary education. The soldier
gratuitously attends the bacic cycle or the first part of
secondary education. In addition to the primary schools, an entire
National College operates in Mariscal Estigarribia, cepital of the
Paraguayan military territory, in the middle of the Chaco.
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AUDIOVISUAL AIDS

An effort 1s being made to modernize teaching; in conflict with
Privileges of the cities the best methods are being taken to
rural aresas,

A traveling library mounted on a vehicle chassis, a small.

traveling museum and a mobile cinematographic projector
circulate between school and school.
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G.O.P., ARMED SERVICES CIVIC ACTION REPORT

For the consignation of all the information stated on the respective
chart, the most severe scrupulosity has been recomnuended.

‘ For the determination of costs, minimum current costs have been taken
as a basis, and in many cases, quantities have been changed in order to
state an adequate current cost. .

of those activities obtained due to necessities.

Due to the lack of an adequate system, any other activity is not
included on this chart, such as scholar teaching within the headquarters,
instruction of cadets et Military Colleges and Schools, where they obtair
& military title ard a high school level education; training for light
and heavy equipment operators such ag trucks, tractors, etc, at the
Tractor Operators School; different professlons such as mechanic,
electrician, carpenter, etc. et the Specialty School, and some others 1like:
shoemaker, belt-meker, tallor, baker, etc. at the Quartermaster Service
Apprentice School. Groups of students are annually promoted at these
schools.,

For a better comprenension of the chart, remarks on different activities
are stated as follows:

CONSTRUCTIONS: Includes construction of schools, hospitals or adjacent
rooms, churches, police stations, courts and houses in general for private
or public utilization. During 196k, total cost is @s.22,387,60L, at a

.rate of exchange of #5,130 to 1 dollar, it amounts a *otal of Uss 172,212,
For the first semester of 1965, the amount covers #5.9,870,769 equivaient of

Us$ 75,929.

CONSTRUCTION MATERIAL: Includes donation of stones, bricks, tiles, lime,
sand, cement, wood, palms, paints, irons, fremes, doors, windows, electrical
and sanitary appliances. Total amount in 1964 covers: @5.1,171, 745,
equivalent of US} 9,013, For the first cenester of 1965 the amount covers
#5.492,080, equivalent of Us$ 3,78s.

ROAD CONGTRUCTION : Construction of repair works on any type of road or
bridges construction with cement or wood, pavement construction or repair
works on streets; during 1964 the amount covers ¢B.h7,020,379, which
represent UBS$ 361,695. ¥or the first semester of 1965 the amount covers
@#5.20,547, 445, "equivalent of Us$ 158,057,

UNCLASSIFIED









{NCLASSIFIED
AID-DIC/P-448

ANNEX III

EXHIBIT 5, P, 1 of 6

RELATED ECONOMIC PLANNING

The Paraguayan economy 1s'basically agrarian. Its principal
export produ~ts are meat, lumber, cotton, quebracho extract, oilseeds,
hides, and tobacco. For internal consumption it produces a wide
variety of fruits and vegetables. Its main food lmport is wheat,
coming almost entirely from Argentina and the United States. Industry
is in its incipiency, teing handicapped by a small national market, an
insufficiency of executive and managerial personnel, and inadequate
credit for medium and long-term lending. The USAID program in private
sector developmant aims at establishing the institutional framework to
eliminate these bottlenecks. The production of cunned meat, and meat
by-products, flour, essential oils, and cotton “extiles are the principal
manufacturing activities in Paraguay.

Tourism has been expanding rapidly during the past five years as
a result of new hotel, highway, and airline facilities ‘established in
Paraguay and reighboring countries. An even greater influx of tourists
is projected upon completion of paving of the connecting portiors of the
Brazilian highway System, compounded by increased prosperity and expanded
leisure time in Paraguay!'s giant neighbor.

The GOP adopted a 2-year (1765-1966) development plan in July 1965,
but the CIAP has recommended the extension of the plan to the year 1967.
While the plan is poorly drawn, statistically weak, and poorly projectized,
it does contain certain policy recommendations that are worth imple-
menting, particularly with respect to fiscal and administrative reforms.,
The plan for Paraguay's economic development is export oriented, this
belng considered the quickest way of raising domestic incoms.

Accordingly, priority is given to opening the interior of the
country to increase the output of traditional export products and to
dovelop new ones. Also, transportation from inturior producing centers
to Asuncidn and other export points on the nation's borders is given
major importance in the plan. Not only are new export markciz to be sought
sou.n in Brazil, Bolivia, and northern Argentina, but the -osts of
transport are to be reduced to improve the competitiveness of Para-
guayan products in domestic and more distant foreign markets.

Paraguay's development potential rests in its land, animals, and

foreots, in its hydroelectric power potential, and in its hardwerking
people. The bagic problem of development in this country is to transform
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its disadvantageous geographic position, limited resources, and
tropical climate into positive growth factors. This requires opening
the interior of the country to productive activities and providing the
new producing areas with relatively cheap transportaticn and marketing
facilities; the problem of Paraguan agriculture is not land shortage,
but rather to discover projects offering high rates of return per

unit of (scarce)capital invested. The cost of transportation is an
important factor affecting this rate of return.

After almost a century and a half of virtual political and
economic isolation, Paraguay, during the past ten years, has emerged
from its self-imposed coccoon and has embarked on a strenuous program of
public ‘works that have provided it with access to neighboring countries
and to those abroad. The construction of the Asuncidn Airport and
the development of a national road program have been undertaken during
this decade, as well as the modernization of the national merchant
fleet and of certain port facilities. The development of modern
international communications facilities has also occured within
the past few years. This communications revolution has brought
Paraguay almost overnight from the era of the oxcart and mule to
the Jet age. The symbol and psychological stimulus of this trans-
formation is the Asuncidn Airport.

The proposed loan to the GOP for the expansion and improvement
of the Presidente Stroessner Airport will contribute toward high
priority economic, political and social objectives in the country by
providing for safe international cargo and passenger traffic through
mediteranean Paraguay's only modern gateway to the world. Although
roads recently have been and continue to be extended to Paraguay's
national frontiers, the bulk of passenger traffic entering and
leaving the country will continue to be by air. Railroad facilities
in Paragua; are limited in extent, badly deteriorated, and
diminishing in economic importence. The whole railway operation is
expected to be phased out within the next five yearf as it is

replaced by an asphalted road network from Paraguarl to Encarnacidn
and the connecting Coronel Oviedo-Villarrica road.

The predominance of infrastructure expenditures amont the public

sector investments is shown clearly in Table 1. Within the infrastruc-
ture, transportation has been and continues to be the largest single
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project financing, by field of investment, 1963-1966.

TABIE 1

PARAGUAY: Percentage distribution of public sector

1963 % 196, * 1965 * 1966 #
Internal External Total Internal External Total Internal External Total Internaliﬁiternalgfbtal
/igriculture 18.9 19.3  19.1 1.2 22.8  16.k  1L.8 6.4 15.9 19.8 "20.)  20.2
~Education i.3 8.8 k.3 3.3 6.4 L.7 k.1 1.1 2.2 L.k 1.9 2.6
Housing -- -- - 0.2 - - 0.1 G.2 -- 0.1 0.2 - - 0.8
Industry 5.6 8.1 6.6 2.5 k.o 3.2 6.1 16.3 12.8 5.2 '11.5 9.5
"Flectric 5.9 5.8 S.h L.8 16.1 10.0 10.5 22.8 18.s 10.7 30.1 2L.1
power . .
Public 33.6 - - 201 18.5 - - 26.6 29.14 1.5 11.1 28.7 7.0 13.6
Health ' , o _ .
Telecom~ 2.9 4.6 3.6 2.9 104 6.2 5.6 233 ha 3.9 2.0 2.5
munication . :
Tourismik 10.8 - - 6.5 5.8 - - 3.2 - - - - - - - - - - --
~ Transportation 18.0 50.0  30.7 16.7 L0.3  27.3 26.3 37.5 33.6 26.0 27.1  26.7
-Water-Supply 3.6 3.4 3.6  Lha - - 2.3 2.7 1.1 1.7 1.1 - - 0.3
Total 100.0 100.0  100.0 100.0 100.0 100.0  100.0  100.0 100.0  100.0 100.0 200.0

#Projected by IBRD

##Represents investment in

Iguazd Falls.

constructing the Hotel Acaray at Puerto Presidente Stroessner to handle tourists visiting
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clalmant on investment resources; it has held this position among public
sector investments since the beginning of the accelerated public invest-
ment effort of the late fifties. The present Administration is dedicated to
"opening up" the country for political and economic purposes,

The airport authority (Admi:istracidn Nacional de Aeropuertos Civiles),
which has registered modest operating surpluses in recent years, has built
- and maintains a series of small airstrips throughout the country. An
integral part of the authority's program is the addition of a satisfactory
Jet landing strip to the Asuncion airport and the rehabilitation of the
existing inadequate strip for use as a taxiway.

Under the plan prepared by the Technical Planning Secretariat ,
and adopted by the GOP, total gross investment in Paraguay over the period
1966-1970 is estimated at $ L52 million (equivalent). Some 58% of the
total is to come from the private sector. Of total gross savings during
this period, it is estimated that the domestic private sector will account
for 52%5 the public sector for 23%, and 25% will come from abroad (see
Table 2).

TABLE 2
PARAGUAY: Planned pattern of financing national investment needs, 1966-1970
(In millions of 1962 guaranies)

Total Percent
1966 1967 1968 1969 1970 1965-1970 1965-1970

A. Public Sector Financing; L,816 5,785 L,912 L,Lh6 L,1L2 24,101  L2.3
' Internal 2,006 2,L75 2,66L 2,938 3,2L0 13,323  23.L
Erternal 2,810 3,310 2,248 1,508 902 10,778 18.9

B. Private .ector Financing: 6,326 6,438 6,5L2 6,666 6,93L 32,506 57.7
Internal 5,232 5,k33 5,869 6,293 6,7L9 29,576  51.9

External 1,094 1,005 673 373 185 3,330 5.8

C. Total Investment: 11,1k2 12,223 11,L5h4 11,112 11,076 57,007 100.0
Internal 7,238 7,908 8,533 9,231 9,989 L2,899  75.3

External 3,9L 4,315 2,921 1,881 1,087 1k,108  24.7
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Sowrce: Technical Planning Secretariat, :

P. an Nacional De Desarrollo Economico, y Social

Volume I, page 190.

‘To obtain the 25% external input into its economy during 1966-1970
equivalent to $ 113 million--Paraguay obviously requires easy saccess to
world capital markets. More importantly, and particularly with respect to
foreign private investment in Paraguay, foreign businessmen must have
modern facilities for doing business with this landlocked country.

- Competition for foreign investment is acute among the underdeveloped countries
of the world. Hence, accessibility becomes a crucial factor to the potential
outside investor in making his investment decision, barring any unusual
expectation of windfall profits.

Paraguay has a sizeable array of possibilities for industrial
projects worthy of foreign investors! attention. The Ministry of Industry.
and Commerce has listed 32 of these as follows:

I. Having immediate possibilities:

l. Milk pastuerization

2. Sugar (refined)

3. Frozen meat.

L. Industrial oils (cocomut and tung)

5. Hard fibers (kenaf, jute, ramie, sisal).
6. Hard fiber cloth (saks)
7. Petroleum refining
8. Cement
9. Fruit essences (citrus, pinedpple)
10. Pineapple canning.

II. Having immediate possibilities, but reduires market studys

-l. Canned fruit juices.
2. Canned hearts of palm (palmito)

3. Edible oils (soy, peanut)

. Canned tomatoes and tomato sauces.

5. Margarine

6. Essential oils (petitgrain, Palo Santo, Cedron, Menthol)
7. Lime

8

. Soap (coconut oil)
9. Taploca flour and starch
10. Wood, lumber drying kilns
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11, Lumber, plywood, etc. o 4

12, Fruit wine (pineapple, orange, mandarin)
13, Fertilizers. -

III. Requires market and technical studies:

1., Cellulose and paper

2. (lass containers

3. Plate glass

L. Tanning of hides and skins
5. Agricultural tools

IV. Requires study of raw material supply:

1. 0i1 of yatai.

2. 0il from coconut meat.

3. Caranday wax.

i, Hard fiber (caraguath, mbocayh).
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FIGURE I¥
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FIGURE T TOTAL AIR CARGO . '
THROUGH ASUNCION AIRPORT
President Stroessner Airport - Asuncién, Paraguay
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PASSENGEPS

FIGURE Xx .
ARRIVING AND DEPARTING ASUNCION BY AIR
Presidente Stroessner Airport = Asuncién, Paraguay
PASAJEROS
QUE LLEGAN Y SALEN DE ASUNCION POR AVION
Aeropuerto Presidente Stroessner-Asuncidn, Paraguay
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ASUNCION .

PARAGUAY

MOVIMLunTOS DI VULOS Tw'lsidia JL0waLis

Dul, ANO 1,964, -

<

OPuRACIOUNGZSY

f T e e 1 . ' 13

:CUMfHNIno AuHBAS :NhuIOhnLIDhD } TIPO Ds aVION ] Total - Promedio mens.
;Pan american W. a. ; Us S. a. i 702031350 ; 194, ~ E 16.- i;
1 . | . 1 Boeing | 1 1
EBranlff Internac., E Ue 3. a. E 707 - 227 i 226.~ i* 18.- ii
| nerolineas argentinas |  argentina | Ss;gv;tée ' 83L4.- | 69.- |1
\ Panair do Brasil i Brasil ' Cgfavglle i 256.- 21,- 1|
L i 1 (et 1 1 14
] ] i ] ] [
tP. L. U. No 4, ! Uruguay i Viscount ! 168.~ | 1ho-
" , T . i DC-3; o-4t | | i
!Varlg—deal 3. A y Brasil | Convair 2L0 i 308.- 25.- 4|
IL. R. P. 5. A | Paraguay | C-b& y DC-b | 268.- I 22.- i
i I 1 ] | [
| nerotransp.Lit.nrgentino! argentina | DC- 3 ' 302.- | 25, 1
) ] T T T T
| Lineas nereas Paraguayas | Paraguay | convair 240 ' 720.- | 60.~ ||
| Lineas nereas Peruanas | Peru E DC- 6 i 5L~ E 18, - :E
l - =
|

! VUubOo w2 L1Taks3 hoGUla.o !
| :
T . T T T T T
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; ~+ + + #;
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' |
T T T P T T ™
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! : ! - I C~45; Bonza ] ] N
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[}
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' ) 1 Vo
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1 l ) i T I
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| ¥ T \§ ™
i Fuerza aerea wstado Unido; U. 5. a1 ; E 290, ~ ; 2L .- jj
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Year 1960 b tons 3 tons
n 1961 u " ‘!" "
" 1962 5 " h. L]
" 1963 6 n 7 L]
" 196!" 7 " 6 "
" 1965 o0 " 6 "

2., [Taxes pald to GOP, annually 1960-1965
Incame Taxa Year Mmici&'l_. Feas Legal SmB

d.260.000 1960 @20.000 #.0.000
56,000 1961  20.000 12.000
856,000 1962 20.000 11.000

1.21.0.000 1963 20,000 13.000

1.333.000 1964 20,000 © 15.000

2.378.000 1965 20.000 40,000

3. Other Texes or Charges.
ANTELCO (VHFgYea.r - Social Security Tax
1960 @ 1440.000 ¢
: 1961 490,000
Fram ¢ 30.000 (1962 424,000
to ¢ 40.000 1963 520,900
Per annum 1964 554,000
1965 635.000
4., Investments in Paraguay
# 6.T75.000.=(acciones en RAPSA)
5. Employments of Paraguayan nationals
Year Number
. 1960 ¢
1961 __Aversge of:25 _
1962 employees .
1963
1964
- 1965
6. Purchases made in Paraguay
Year Fuel
1960 Average of 30 to 40 millions ¢
1961 per annum
1962 '
196
1

1965

(o)
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Airline revenue - Gross Sale

Year Amount

1960 & 13.660.000
1961 28.197.000
1963 48.381.000
196k 53.333.000

1965 - 95,000,000



UNCLASSIFIED
AID-DIC/P-LU4S/A ‘Draft
Annex IV
p. 1 of 2

IOAN AUTHORIZATION ~

Provided from: Alliance for Progress Funds
PARAGUAY: Asuncion Airport Rehabilitation

Pursuant to the authority vested in the Deputy U. S. Coordinator,

Agency for International Development ("A.I.D."), by the Foreign
Assistance Act of 1961, as amended, and the delegations of authority
issued thereunder, I hereby authorize the establishment of a loan
("Loan") pursuent to Part 1, Chapter 2, Title VI, Alliance for Progress,
to the Government of Paraguay ("Borrower") of not to exceed four million
seven hundred thousand United States dollars ($4,700,000) to assist in
finanecing U.S. dollar and Paraguayan guarani costs of of the
rehabilitation of the Asuncion Airport, Asuncion, FParaguay ("Project"),
this loan to be subject to the following terms and conditions:

A. Interest and Terms of Repayment

Borrower shall repay the loan to A.I.D. in United States
dollars within forty (k0) years from the first disbursement
under the loan, including a grace reriod of not to exceed
ten (10) years. Borrower shall ray to A.I.D. in United States
dollars on the disbursed balance of the loan interest of
one (1) percent per annum during the grace period and two
and one-half (2%) percent per annum thereafter.

B. Other Terms and Conditions

l. The Borrower will covenant to establish one central
authority for the administration and maintenance of the
airport, in accordance with a plan, satisfactory to
A.I.D., within one year of the signing of the Loan
Agreement. ’

2. The Borrower will agree 19 provide sufficient budgeted
funds from its own resources to the airport authority
to assure the continuing maintenance and equipment of
the airport.

3. Prior to the first . ishursement or issuance of the first
commitment documeni, other than to finance engineering
services, Borrower shall furnish AID, in form and
substance satisfactory to AID:

(a) a commitment to allocate through its regular budgetary
Irocedures all necessary monies for the payment, as

scheduled, of all GOP debts to AID or its redecessor
agencies; '
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(b) evidence that Borrower has available or will have
availlable when necessary, from sources acceptable
to A.I.D., the guarani equivalent of at least seven
hundred thousand United States dollars ($700,000)
for use on the Project.

Borrower shall contribute to the Project, from sources
acceptable to A.I.D., the guarani equivalent of at least

" seven hundred thousand United States dollars ($700,000),

and Borrower shall also provide, or cause to be provided,
any additional resources which are necessary for the
timely completion of the Project.

Equipment, materials and services (except shipping and
marine insurance) financed under the loan shall have
their origin in and be procured from the United States
or Paragusy. Shipping financed under the loan shall be
procured from the United States, and marine insurance

financed under the loan shall be placed in the United States.

United States dollarsg utilized under the loan to finance
local currency costs shall be made available to Borrower
or its designee through appropriate Special Letter of
Credit procedures and shall be used only for procurement
in the United States.

The loan shall be subject to such other terms and
conditions as A.I.D. may deem advisable.

Deputy U. S. Coordinator

Date
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