
-'4 

Mail 
444 

94 ~wA 

C t4 



PARTWI OF 8TATE 
AGEICT FOR METAToHAL MVELOPMt 

?D-Aer~b-B)Waahingtcn, D.C. 20523 

UNCLASSIFIED 

AID-ELC/P-48 

June 29, 1966
 

MEMORANDUM FOR THE EEVELOPMENT LOAN COMMITTEE
 

SUBJECT-. Paraguay -
Asuncion Airport Rehabilitation
 

Attached are revised pages 
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The recommendations for authorisation of a loan in an 
amount not to exceed $4,700,000 to the Goverment of Paraguay
("Borrower") to assist in financing U. S. dollar and Paraguayan
guarani costs of the rehabilitation of the Asuncion Airport,
Asuncion, Paraguay ("Project") were discussed at the meetin 
of
the Development Loan Staff Committee on Friday, June 24, 1966.
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Assistant Secretary
 
Development Loan Committee 
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MEMORANDUJM 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 $4,700,000 
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 Ln the near 
future. 

Rachel C. Roger.
 
Assistant Secretary 
Development Loan Committee
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PARAGUAY - ASUNOION AIRPORT REHABILITATION 

SUNMARY AND RECOMMENDATION 

1. 	 BORROWER: The Borrower is the Government of Paraguay (GOP). 
The responsible agency within the GOP is the Miistry of Public 
Works and Communications (MOPC) which has the responsibility for 
construction and maintenance of airports in Paraguay. 

2. 	AMOUNT: Total cost of the project is estimated to be $5,4oo,o0o.
 
AID will fiiance $4,700,000 of the project costs which include
 
$4.,000,000 in foreign exchange and $700,000 in local currency.
 
The GOP will finance the other $700,000 in local currency costs
 
and a condition requiring such contribution will be contained
 
in the loan authorization.
 

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

4. 	 DESCRIPTION OF PROJECT: Construction, 700 feet west of 
existing runway, of a new 9000-foot runway of sufficient strength 
and satisfactory drainage to handle all present and anticipated
 
traffic; provision for extension of this runway to 11,600 feet
 
when and as required; 500 x 1500-foot stopways at each end of
 
this runway; reconstruction of the existing runway as a taxiway;
 
connecting taxiways; and new approach, runway and. taxiway
 
lighting systems.
 

5. 	 PURPOSE OF PROJECT: To assist in financing the engineering and 
construction costs for the necessary rehabilitation of 
Paiaguay'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 airport is the 
gateway for the overwhelming majority 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 
air freight. Served by 2 United States, 6 Latin American and 
2 Paraguayan International Carriers, it is serving to put an 
end 	to isolation and backwardness. Constituting the hub of
 
Paraguayrs domestic air network, it is essential to the sustained 
internal 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. Lack 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 	&arcraft under conditions of limited or poor visibility.
 

7. 	 ALTERNATE FIACING: IRD advised A.ID., on May 18, 1966
 
that it would not be in a 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.
 

8. 	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 IT.S. interests in Paraguay. The GOP assigns
 
a high priority to the project.
 

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

10. ISSUES: 
 The only issue involved herein concerns GOP debt

delinquencies and is discussed in Classified Supplenent to the

Brazil Road Rehabilitation Capital Assistance Paper (AiD-Dc/P47/1).
 

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

a) 	Terms: Forty years, including a ten year grace period.
 

b) 	Interest: 
 One percent (1%) 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
 
AoI.D., within one year of the signing of the Loa,
 
Agreement.
 

2. 
The Borrower will agree to provide sufficient budgeted

funds from its own resources to the airport authority

to assure the continuing maintenance and equipment of the
 
airport.
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3. 	 Standard Conditions. 

4. 	 Borrower will covenant to appropriate funds in its ordinary
budget for repayment of principal and interest on all AID 
and predecessor agency credits. 

5. 	 Equipment, materials and services (except shipping and 
marine insurance) financed uander 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 its designee through appropriate Special Letter of 
Credit procedures and shall be used only for procurement 
in the United States. 

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

Capital Assistance Committee
 

Loan Officer: Paul N. Wenger
 
Engineer: Benjamin G. Watkins
 
Counsel: Irwin A. Leiy
 
Economic Advisor: Joseph Pincus
 

Drafting Officers
 

Paul N. Wenger
 
Joseph Pincus
 
Benjamin G. Watkins
 

Mission Clearance 

J. P. Wiley, Director 
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SECTION .1. DETALM DECBIPTION Op PROJECT Jn 17, 1966 

A. Brrower 

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

2. 	Organization and Experience of Administering Agency: The
 
Ministry of Public 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 
is 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 effects will
 
accrue from such financing.
 

B. 	History and Background of the Project
 

The original Asuncion International Airport was constructed in
 
1943 by a 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.O.P. 
placed the airport in a public status, and opened it Lu other 
international carriers. During the first four yearni of Government 
operation practically no maintenance was performed, although the 
pavement was four to eight years old and the drainage facilities 
became inoperative by growth of vegetation and silting.
 

In 1953, one of the international carriers changed to 4-engine

equipment, and to alleviate the poor condition 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 it 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.
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Because the 5,000 foot runway was rapidly deteriorating and 
inadequate in length for larger aircraft, tht G.O.P. decided to take 
steps to develop an adequate airport. After preliminary studies in 1954,
the G.O.P. negotiated 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 construction cnntract was made to
 
Morrison-Knudsen Company, Inc. in 1956. The contract was completed

in May 1958. In that same month the G.O.P. obtained an additional
 
loan of $320,000 from the Export-L-port 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.O.P. in early
 
November 1958.
 

Since the runway is used as a taxiway and for turnarounds, the 
entire runway must bo subject to maximum load conditions. The
 
runway began to show major distress when Pan Amarican 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 EmbassyASAID Mission and recommended an
 
extensive program of airport repair. Repairs and maintenance provided

by the limited funds available to the G.O.P. did not prove sufficient
 
snd in October 1963, USAID provided the G.O.P. with a credit equivalent

of $i3,000 in local currency funds, from PL-480 availabilities, to
 
finance additional 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 failure 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. Itile this work was in progress over a
 
period of approximately two months, the airp-irt was closed to all but
 
single and twin engine aircraft. 

At approximately the same time, a feasibility study and report for 
expansion and development of the airport was undertaken by the firm of 
Palmer and Baker Engineers, Inc.; this report with recommendations was 
delivered to the G.O.P. in April, 1964. The report proposed a four 
stage program including: I. - Repair and rehabilitation of existing 
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runway aid construction of clear zones, taxiways, and installation of
 
runway, taxiway, and approach lighting systems; II. - Construction of
 
Administration Building, terminal apron, and part of access road;
 
III.- Construction of aircraft parking aprons and connecting roads;

IV. - Construction of access road. (The G.O.P. was not. successful in
 
mobilizing the financing necessary to carry out these recommendations
 
in full, and both the prior and present loan applications deall. only

with the basic runway/taxiway/lighting aspects of the project.)
 

After an inspection trip, in mid-August 1964, the Chief Advisor
 
of the Federal Aviation 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 Asuncionif this problem was not su.,cessfully resolved.
 

In Novenber, 1964, the G.O.P submitted an application to A.2 .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 initiated in December, 1964, and resulted in 
a
 
Capital Assistance Paper which wan approved by the Capita3 Assistance
 
Executive Committee and the Development Loan 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 aid
 
Palmer and Baker were commissioned to revise the original feasibility :;tudy

based upon the present new runway concept. The revinionS to the feasIiJity

study were paid for by a grant, which is to be reimbur;ed to the United Statt.L
 
from the proceeds of this loan. The revised o3tudy was submitted by Pameci
 
and Baker to the G.O.P. in January, 1966, and the G.O.P. filed a loan aoplica
tion based t in Feoruary, 1966. Inten:;ive review commenced in Mar-ch, 
1966, based upon authorization granted in Novemhcr, 1965. 

C. Country Team Comments 

The U.S. Country Team strongly cupports this project as a part of
 
Paraguay's development program and as important to U.S. interest; in
 
Paraguay. The G.O.P. assign, u high oriority to the project.
 

D. Alternative Sources of Financing
 

I.B.R.D. advised A.I.D. on May 10, 1966, that it would not be in
 
a position to consider a loan for this project at this time and I.D.B. did
 
likewise on May 27, 1966. Additionally, on Decem)er 21, 1964, Export-Import
 
Bank advised that it was not interested in financing this project.
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E. 	 Engineering Analysis 

1. 	General Project Description
 

The GOP has planned a modernization program for the
 
Asuncion airport which will eventually encompass the four
 
major recommendations from the Palmer and Baker report
 
of April, 1964, as 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 element8:
 

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

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

c. 	Reconstruction of the center portion of the
 
existing runway for uje as a parallel taxiway;
 

d. 	Construction of a new drainage system to serve
 
the new runway area and modification of the
 
existing drainage system a:i required;
 

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

f. 	Constiuction of new lighting systems on
 
connecting taxiways and modification of existing
 
runway lighting system 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 feei ond t,
 
width of 150 feet with ,;topwuy:., O,]a:t padi; and clear zone: iit 
each end. A] I airerat't p'tvomtrit, .(. ., rnway, I uxlwayi; ui 
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1940 Braniff International
 

1941 Aerolineas Argentinas, S.A. 

1942 PLUNA (Uruguayn)
 

1951 Transportes Aereos Real, S.A. (Brazilian)
 

1964 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.
 

4. 	Specific Contribution of the Activity to the Eonomic Developm
of Paratua 

The activity 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 aro pleasant and amiable, and the climate is sub-tropical,
 
with an average high of 930F. and an average low of 550F. The Yguazu Falls,
 
just across the border in Brazil, some 250 miles from Asucion, are
 
wor.ld renowned for their beauty and size; there is regularly scheduled
 
air service from Asuncion to Yguazu, as aell ab highway travol. A modern
 
hotel with gambling facilities has recently been opened at Puerto Presidente
 
Stroossnor on the Parana River, near the Brazilian border; air and
 
road comunicationo likewise link this city with Asuncion.
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The arrival of Touristsin Paraguay calculated over periods of
5 years is as follows:
 

1950  1955 Number of Tourists 3,291

1956 - 1960 if 21,8751961 - 1965 , " 54,747 

During the year 1965 the number of Tourist arriving in Paraguay
was 13,336; this is the largest number recorded duri. g the period

1950-1965.
 

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 in 1965 for a 6 year
total of 98,882. The accelerated rate of growth in the last 2 years
attests to the growing importance of and interest in Paraguay.
order to cash in In
on this trend, construction of a new airconditioned
casino-hotel, requiring an investment of Os 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 Airways and Braniff International
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). 
 It was estimated
by Palmer and Bake! 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
some years to directly show much protit, it is a necessary development
in order for Paraguay to continue to be served by both domestic air
service and the international jet traffic which facilitates international

trade and tourism.
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5. Effect on Development in the Project Area.
 

The area immediately served by the project is primarily the capital
city, 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, finance, commerce,

industry, education, and culture. 
It has a population of approximately
300.000nearly 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 developumt of the economy. 
This project will permit ,lore
regular and rapid service to Asuncion and the entire country. 
Industrial
and commercial operations are closely related to airport activity
as indicated by the 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 dependeit
on air transport. 
A survey made by Palmer and Baker Engineers, Inc.,

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,
_utYjf 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 transport, 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. 

Asuncion Airport is used by planes of widely varying characteristics, 
from the 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 similar service. 
Also, there are two Paraguayan-owned airlines providing
international service, amaking total of ten airlines giving

international service. 1965
In these airlines made a total of 
3384 landings and takeoffs using the Asuncion Airport. At present
there are three Paraguayan airlines serving the interior of
 
Paraguay from Asuncion. (The air network within the country of 
Paraguay is illustrated on Annex II , Exhibit 1 ; one
travel to all the principal cities of the country by air). 

may 
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 foreign
countries used the airport another 874 times that year. 

In summary, the total number of flights to and from Asuncion 
during 1965 totalled 24,639. 
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 taxiway 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 taxiway which is usable
 
by the light craft with corresponding reduction of time on the
 
runway; hence, capacity of the runway depends largely on what
 
type of aircraft is landing or departing. However, in any

event, lack of an adequate taxiway imposes limitations on the
 
movement of aircraft which, substantially reduce the capacity
 
of the airport.
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One of the most significant benefits of this project will be the
greater flexibility in scheduling airline stops at Asuncion. 
The
present peak-hour capacity and instruwent-landing and night landing
facilities are inadequate and discourage the scheduling of stops
at Asuncion except at certain hours. Improved service willcertainly improve economic conditions. Commercial passenger growth
is expected to reach a volume of 149,500 annually by 1975, whichwill impose a passenger aircraft traffic load of 18,600 scheduledmovements annually. Unscheduled traffic is expected to increaseat a 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-eightmovements, which is the required runway capacity in 1975. Itis apparent that the present airport facilities cannot accommodate
 
this capacity.
 

The proposed parallel taxiway with its high speed lateralconnections will permit rapid clearance of landing aircraft
from the runway and a much faster acceptance rate of the
airport. On the basis of studies and experience at otherairfields, the proposed facility should accommodate the peak
hour aircraft movement of thirty-eight opcrationd with amaximum delay time of two and one-half minutes. With a delaytime of four minutes, the runway capacity will increase toapproximately forty-three operations per hour. The above
capacities are predicated on jet aircraft composing up to
twenty percent of total traffic. 
With a lesser percentage
of jet aircraft traffic, the capacity will further increase
 
to fifty or more operations per hour.
 

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
operations. 
In any event, the present facility is approaching
its peak hour operating capacity and further increase in peakhour traffic will create burdensome scheduling of trafficlong delay time for arriving and departing aircraft. 
and 
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7. Justification of Improvements. 

Presidente Stroessner International Airport is the only
international airport in Paraguay, with all international

air-passenger and air-cargo traffic entering and leaving
the country. are
There numerous smaller airfields locatedin the surrounding area which form a contributing networkof traffic generators for passengers and cargo into the
Asuncion airport. The airport 
 is in an excellent location,with only one obstruction to air navigation and with adequateroom for expansion. 
Also, there is adequate space available
for the development of light industry in the vicinity of theairport. Because of the satisfactory location of the presentairport and the capital investment it represents, it is notfeasible to consider relocation to an alternate site.
 

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

Asuncion to Caracas 
 2400 Miles
 
Asuncion to Lima 
 1600 M-tiles
Asuncion to Santiago 1000 Miles
Asuncion to Rio de Janeiro 900 M.iles
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 a required runway length of 11,600 feet (3560 meters)corrected for temerature and elevation. The present runwaylength of 9009 feet (2746 meters) permits the Caracas flightto be made at somewhat less than maximum pay-load with all
other flights being made at approximately maximum operating

efficiency.
 

Because of the infrequency of the longer flights, it is noteconomically feasible presently to lengthen the runway.
is to be noted, however, that, because 

It 
of the possibilityof more frequent long ravage 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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8. Relationship to Other Transport Systems.
 

It is impossible to present formal statistical information
on the distribution of passenger and cargo traffic among thevarious means of transportation, as these figures are notavailable. The physical structure of the transportation
system, however, gives a general indication of this 
distribution.
 

The railroad connecting Asuncion and Encarnacion, the two
largest cities in Paraguay, was built by the Paraguayan
Government in 1861 and is badly detericrated. Due to the poor condition of the roadbed and the equipment, themaximum safe speed on this railroad is about 20 mph. 
Thetrip to Encarnacion, a distance of approximately 230 miles,requires from sixteen to eighteen hours; a recent study by
the International Bank for Reconstruction and Development

has reccimended that this railroad be discontinued.
 

Highway transportation is increasing due to the improvementsand additions to the road system in the past ten years.
Annex II , Fxhibit 1 also shows the highway systemof Paraguay. At present there are 421 miles o2 all-weather
paved roads, 808 miles of gravel roads in vairying conditions,
and some 495) miles of dirt roads which are generally unusable
in wet weathcr; some ne. paved highways are uider construction.
The new international bridge over the Parana River at Puerto
Presidente Stroessner corbined with the rchabi'ation of

Paraguay's Brazil road and the IDB paving of the Brazilian
connecting road will connect Asuncion by modern highway withthe Atlantic Ocean at the City of Paranagi'a, Brazil, adistance of 682 miles, and will alsc provide land travel to
 
Sao Paulo and Rio. 
Highway travel from Asuncion to Buenos
Aires, 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 Paraguey recommends
further investment in secondary roads in those areas where
productive activity is to be encouraged. 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 productscloser to the center of population and the export terminals,principally Asuncion. Since a very large majority of international and domestic inter-city passenger transportationmust use the Asuncion airport, the effect of such roadimprovcment will be to increase traffic at this airportthrough stimulation of general commerce, rather than to
diminish it through competition. 

River transportation has historically been Paraguay'simportant mostlin: irith the exterior. Even today, wtertransportation is vital to cargo movement for this country;the greater share of cargo, perhaps 90,7imports, is of all exports andmoved by river. However, the time requireda cargo ship to navigate the 1018 miles from Asuncion to 
for 

Buenos Aires is eight days doinstreamupstream, and fourteen daysand the difficulties encountered in the river,such as low water (as little as 
3.5 foot depth of water inplaces), obsolete equipment, and foreign controlled equipment,
make river transportation inefficient and costly. 
Passenger
transportation by water is not very popular, except for a
holiday, since passenger ship requires a minimum of three daysdownstream to Buenos Aires and four days upstream, as comparedto less than two hours by jet.
 

Traditionally, the geographic location of Paraguay and
consequent transportation difficulties have confined meat
exports to canned beef and meat extract. These relativelylow value products have imposed severe limitationsdevelopment theof the cattle industry. During 1964 and 
on 

1965,however, a dramatic change began with Paraguay entering theinternational trade in frozen cuts of boneless beef. 
Small
but increasing shipments by river and sea to Europe and by 
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air to west coast South American countries were made.
porting companies have installed the necessary new facilities
for this trade and are anxious to expand it. The present andlikely future status of the international meat trade providesa favorable climate for such expansion. The internationaltransportation problems associated with the Parana and LaPlata Rivers, hitherto the only access to the Atlantic
available to Paraguay, will decrease in significance withthe expansion of the port facilities at Asuncion, theexpected improvement of navigation on the Paraguay Riverpthe completion of the overland route via Brazil to Paranagud,
and the growing usefulness of air transport. 

9. Financial Position of Airport. 

During the 12-year period 1954-1965, airport operationsin Paraguay resulted in six years of surpluses and sixyears of deficits (see Table 1). The deficits coincidedwith 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 inTable 3 should rise substantially and should produce muchlarger operating surpluses than heretofore. The improvementof the airport should serve to stabilize the numberemployees ofand the outlays for wages and salaries. Thelatter have increased more than dix fold between 1954 and
1964. 
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TABLE 

Paraguay: Airport Income and Expenses, 

(In thousands of guaranies) 

1954 - 1965 

Year 

1954 

1955 

1956 

1957 
1958 

19$9 

1960 

1961 

1962 

1963 
1964 

1965 * 

Income 

2,233 

4,926 

5,845 

6,083 
8,268 

10,122 

13,689 

12,861 

17,794 

18,789 

19,303 

14,938 

Exj5enses 

2,596 

5,884 

6,771 

7,642 
6,570 

6,886 

11,724 

12,224 

15,604 

19,947 

19,596 

12,390 

Surplus or 
Dficit 

- 363 
- 958 

- 926 

-1,559 
1,698 

3,236 

1,965 

637 

2,190 

-1,158 

-. 293 

2,548 

*January - September. 



TABLE 2 
PARAGUAY: Airport Expenses, 1954-1965
 

(In thousands of guaranies) 

1 2 3 4 5 6 7 8Repairs and
Year Constructions Maintenance Wages and Consumption AssetsInstallations Salaries Material (Equipment) Disburseen ts Total 
1954 400 457 25 1,404 294 16 - 2,5961955 1,649 538 326 2,421 547 403  5,884
1256 1,806 473 120 
 3,269 786 317 
 - 6, 771- .57 1,070 1,350 254 3,830 872 266 - 7,6421958 
 730 
 219 
 55 4,416 957 
 193  6,570
1959 705 476 490 
 3,817 1,252 146 
 - 6,8861960 1,038 657 84 4,139 1,607 1,695 2,504 
 11,724
1961 407 890 204 5,030 2,080 434 3,179 12,2241962 1,302 835 338 5,956 2,678 422 4,073 15,6041963 3,274 713 125 7,953 2,282 601 4,999 19,9471964 2,720 411 60 8,594 2,481 

1965 
585 4,745 19,596

411 
 541 30 6,402 1,9412(Up to Sept. 113 2s952 12090 
30) 

1. L-vestments, real estate, and constructions.2. Cleaning of drainage - Landing strips - Buildings and others.
3. EleCtric irtallations a-i others
4. SSA ries, Wages, Family Welfare and ;ocia, Security.

- lectricity, Fuel, Lubricants, Telepnone, Insurance, Maintenance and repair of vehicles.6. Vehicles, Equipment, Xachinery, tools, etc.79 Paywnts to the Mini.try of Finance: 25t of rates collecteda. Deicits fro= 195 up to 1957 were covered with loans in a total amount of 03.1 million in installets of#l00,0C;a)0,000; 5OO,000 and 300,0OO respectively. 
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TABLE 3 
PARAGUAY: Airport Income. 195.-1965 

(In thousands of guarani;,) 

I II II IV V , '3 
Miscellaneous Tower Rte per/ 

Cear Operations Sales Rentale Services Central passontlr TOU 

L954 , 563 361 56 253 - -2 

L955 3,501 678 134 369 2. - 4, 

L956 4,O88 553 229 495 4 -5,0 

1957 4,199 630 252 561 41m -680 

L958 5,967 779 352 665 505 -- ,21 

1959 7,220 1,651 398 317 536 - 10, 1 

1 9,266 2,757 549 497 6) -- 1,

1961 8,849 ,863 758 301 1/2 978 12, 

1962 11,670 2,066 1,196 351 - 2,51 17,7 

1963 11,792 2,296 1,159 281 - 3,258 

1961. 11,962 2,325 1,505 290 - ),

1965 9,317 2,124 1,190 diecotUm--" 2,)10 

(Up to:;opt.)0) 

I. l~ulln tal t~k-off eam.
 
Ii. ton for fu"I wj lubrlcotL.
 

uwveA5* Wt Si45m* Aptl 1*4a1
C/olloctior of charr.o at~rtoj inl Auvuot 149$ thm r*A 

P /Wse Me bern ImA .4 1^ *Opem
P/),n In April 19i61. 
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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 6utstanding 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 crpditworthiness, and such loans should provide
sibstantial financing for local cost requirement as well. 
Under
 
such terms Paraguay will be able to service its external debt.
 

Estimated External Debt Services Payments in Foreign Exchange

1965 - 1970 (In thousands of U.S. dollars)
 

196 1966 1967 1968 1969 1970
Central Goverment: 1,090 471 428 763
524 562 

Amortization 
 852 220 265 156 254 417
 

Interest 
 238 251 259 272 308 346
 

Autcnomous Agenies: _,425 4,665 4,958 
 5,213 5,265 5.320
 

Amortization 3,386 3,401 3,180 3,271
3,209 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 

-

47 37 28 20 10 12
 

Private Sector: 2,200 1,160 1,011 928968 900 

Amortization 1,793 862 758 798
757 774 

Interest 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 

31. 1964 * 

Repayable in Foreign Exchange 

IBRD Loans 

IDA 

DB 


Purchase of British-owned railroad 


Privately placed debt 

a) Suppliers' credits 

b) Other 


qovernment loans: 

United States 


a) Export-Import Bank 
b) AID 

Other Western governments 


Argentina 

Brazil 

Japan 

Spain 

Germany 

Loan from Czechoslovakia 


Repayable inlocal Currenc 


AID 
IDB 

SPAIN 


Total External Debt 


of December 

Disbursed TOTAL 

22.343 65264 

- 2,200 
528 9,600 

1,719 13,450
 

490 490
 

3,735 6,907
 
(2,061) (5,233)
 
(1,674) (1,674)
 

12,094 15,840
 

7,503 7,503 
4,591 8,337
 

2&2L4 7.75 

130 130 

61 61
 
2,588 2,588
 
975 1,975
 
- 3,000 
23 23 

0 3418 

10,571 12,321 
3,510 17,317 

- 4,500 

62402
 

• Debt with an original or extended maturity of one year or mzre. 

SOURCE: IBRD, Economic Department, July 13, 1965. 
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UNCLASSFIED
 

G. Financial Analysis
 

.1. Financial Plan
 

The total cost of the project proposed herein is estimated
by Palmer and Baker to be $5.4 million. Of this amount A.,D.
will finance $4.7 million, which includes $4.0 million in dollar
costs and $700,000 in guaranies. 
The G.O.P. is to finance the
remaining $700,000 in guarani costs; the G.O.P 
will also furnish
 
land worth $188,000. 
 Their agreement to undertake all such
financing will be required in the Loan Authorization. Said G.O.P.
contribution may include up to Os 40 million ($320,000) out of
the Os 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-14-AD, dated
October 25, 1962) for short term agricultural credit use and
subsequent re-allocation by mutual consent; A.I.D. and G.O.P. had
previously tentatively agreed to use the full Os 80 million as
the entire G.O.P. contribution hereto but the G.O.P. has now
reque3ted that Os 40 million of said furnds be used as 
a portion of
the G.O.P. contribution hereto and the remaining Os 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.O.P. contribution hereto, plus ny 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 informed 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 time on this
project as being 18 months (following upon a 10 month period for
engineering and bidding). 
An estimated schedule of disbursements

based upon the Feasibility Study herein would be (expressed in U4s),
 

CY 1966 $ 100,000
CY 1967 1,600,000
CY 1968 3,000,OO 

UNCLASSIFED
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2. Proposed Terms
 

Terms recommended for this loan are:
 

Amortization - 40 years
 
Grace Period - 10 years
 
Interest - I during grace period
 

2-6 during payoff period
 

3. Reasonableness of Proposed Terms and Financial Plan 

The financial plan which contemplates A.I.Do financing of
 
50% of the local currency 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.O.P. local
 
cost contributions. and on the most concessional terms available:
 
Current and projected G.O.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 requirements
 
may reach 13 percent of projected export exchange earnings and
 
approach 40% 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 progrom of economic development.
 

UNM~ASUM
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. Safety Considerations.
 

An overriding reason for preserving the ability of the Asuncion 
Airport 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 within two 
to four hundred miles of Asuncion - from there it is 675 miles to 
Buenos Aires, 700 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 inland 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" New York - Buenos Aires 
flight refuels in Asuncion whenever there is a question about 
the Buenos Aires 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 following features of the projected improvements
 
are directly related to the safety, regularity, and security of 
persons, flights and property actually utilizing the airport on 
a non-emergency basis:
 

1. 	 Repair of structurally unsound runway surface and subbase. 

2. 	 Added taxiway to remove aiicraft from the runway and 
to relieve congestion both on the ground and in the air 
near 	the airport.
 

3. Added overrun areas for aircraft in difficulty. 

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

A. 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 ensble 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
 
their 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 with
 
the losses they would suffer were the airport allowed to deteriorate
 
to the point where the big jets they fly could no longer safely 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
 
territcry. 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 ent4 _: area. The U.S. national interest in this project thus
 
ranges far beyond the facility itself.
 

B. Source/Origin Procurement-of Goods and Services
 

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

UNCLASSIFIED
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UNCTAISIFIFT 

5. United Ltates dollarn utilized under the loan to flnanco local.currency costs shall be iimde avc:lable to Lorrower or its

designee through appropriate 
 pe'ial Letter o Crccit prouediu,,=
and shal). be uzl only for procurnment in the UniLvd Stc~te:;. 

6. hCe loan thnll be zulXject to L:uchother term- and conditionc 
an A.I.D. may deem advJioale. 

UITCMAS5IFIED
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UNCLASSIFIED 

SCTION IV - ISSUES
 

The only Imsue involved 
herein conoerns GOP debt delinquenciesand is discussed in Classified Supplement to the Brazil Road
Rehabilitation Capital Assistance Paper (AID-DW/P-447/1). 
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ANNEX I, 3 of 8
 

13. 
FAA Section 251(b). Information and conclusion on reasonable prospects of
 
repayment.
 

It is believed that there are reasonable prospects of repayment of this

loan. See Section F.
 

14. 	FAA Section 251(e). 
 Information and conclusion on availability of an
application together with sufficient information and asurance 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.
 

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

FAA Section 252(a). Total amozunt of money under16. 	 loan which is going directly
to private enterprise, is going to intermediate credit institutions or otherborrowers for use by private enterprise, is being used to finance importsfrom private sources, or is otherwise being used to finance procurements

from private sources.
 

The major portion of the funds under this loan will be used to procure goodsand services from private sources.
 

17. 	 FA.A ection 6el(a). Information and conclusions whether loan will encourageefforts of the countr-y to: (a) increase the flow of international trade;
W foster private '-nitiative and competition; (c) encourage developmentanld use of cooperatdves, credit unions, and savings and loan associations;
(d) discourage monopolistic practices; improve(e) technical efficiency ofindustry, agriculture, and com=,erce; and (f) strengthen free labor unions. 

The loan funds wi11 be used to rehabilitate an airport that is a vital link
in Paraguay's internal and foreign trade, that is of great benefit to free,compettve .... enterprise bothvats 	 within and without the country and thatis a naJor factor in promoting improved technical and economic efficiency
of industry, co:lrUerce and agriculture. 

18. 	 FAA Section(01(b). inforation and conclusion on how the loan will
 encourage U.S. private trade and investment abroad and how it will encourage
private U.S. participation in foreign assistance programs (including use of
private trade channels and the services of U.S. private enterprise).
 

This 	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.
 

UNCLASSIFED
 



UNCLASSIFIED 
ANNEX I, 4 of 8 

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 connection 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.
 

American small business will have the opportunity to furnish goods and 
services. 

21. 	 FAA Section 604(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 604(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. 	FAA Section 604(d). Compliance with requirement that marine insurance be
 
purchased on commodities J4' the host country discriminates, and that such 
insurance be placed in the U.S. 

Will 	be complied with.
 

24. 	 FAA Section 611(a)(1). Information and conclusion on availability of
 
engineering, financial, and other plans necessary to carry ou- the assistance
 
and of a reasonably firm estimate of the cost of the assistance to the United
 
States.
 

Necessaryj 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.
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26. 	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.
 

27. 	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. 

28. 	FAA Section 612(b) and 636(h). Appropriate steps that have been taken to
 
assure that, to the maximum extent po'isible, the country is contributing

local currencies to meet the cost of contractual and other servicez 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.
 

29. 	 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.
 

30. 
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 14, 1964, to prevent

ships or aircraft 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 itemb of economic assistance to Cuba.
 

Paraguay provides no assistance to Cuba.
 

31. 	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.
 

32. 	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
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under an unconditional guaranty given by such government.
 

Not Applicable.
 

33. 	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 life of the loan.
 

Not Applicable.
 

3h. 	FAA Section 620(e)(1). If assistance -o the government of a country, extentto which it (including government agencies or subdivisions) has, after 
January 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.
 

35. 	FAA Section 620(f); App. Section 109. Compliance with prohibitions against

assistance to a:.,' Co,,un st countryf.
 

Paraguay is not a Comm.unist countr-. 

36. 	FAA Section 620(i). Complianrce with prohibition against use of assistance 
to compensate owners for expropriated or nationalized property. 

Will 	be complied with.
 

37. 	 FAA Section 62(h). r a:ce with regulations and procedures adopted to
insure against use of assistance in a ranner which, contrary to the best
interests of the U.S. , promo-es or assists the foreign aid projects or 
activities of the Corunist-bloc courtriles. 

This 	project w.il 
not promote or assist the foreign assistance aid projects
 
or activities of the Corunist-bloc countries.
 

38. 	FAA Section 620(i). Kxistence of determination that the country is engaging

in or preparing for aggressive military efforts.
 

Paraguay is not engaging in such activity.
 

39. 
FAA Section 620(k). If construction of productive enterprise where aggre
gate 	value of assistance to be furnished by U.S. will exceed 
 .00 million,
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identification of statutory authority.
 

Not Applicable.
 

40. 	 FAA Section 620(1). 
 Compliance with prohibition against assistance after

December 31,196, for the government of a country which fails to institute 
investment guaranty program. 

Paraguay has an investment guaranty program. 

41. 
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.
 

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

Not 	Applicable.
 

43. 	 FAA Section 621. Information and conclusion on how the loan in providing

technical assistan.ce 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 available without

undue interference with domestic progr&me.
 

The 	project will be completely carried out by private contractors.
 

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

Not Applicable. 

45. 	 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. 

46. 	 App. Section 104. Compliance with bar against funds to pay pensions, etc.,

lor multSary personnel.
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Will 	be complied with.
 

47. 	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.
 

48. 	 App. Section 111. Compliance with existing requirements for security 
clearance of personnel. 

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

49. 
App. Section 112. Compliance with requirement for approval of contractors
 
and contract terms for capital projects.
 

Contractors and cortract terms will be approved by AID. 

50. 	App. Section 11h. 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.
 

51. 	App. Section 115. Compliance with regulations on employment of U.S. and
local personnel for funds obligated after April 30, 1964 (Regulation 7).
 

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

General Site Description:
 

The airport site is about 20 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 a much lesser degree between Station
 
20+00 to 28+00 and fror. Station 38+00 to Station 7+46.
 

An excavation into the existing runway was made during repair
 
operations at approximately Station 34, 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, 1964 report. The subbase
 
was a 24 centimeter thick mixtur. consisting of a very moist sandy
 
clay and crushed 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 47+46 on the east side and
 
from Station 29+63 to Station 7+46 on the west side of the runway
 
with interceptor drains under the pavement at 450 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 f.r the new runway is 214 Mwest of 
The ends ofthe centerline and parallel to the present runway, 


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 gcnerally 

rolling in the longitudinal direction. With the exception of a 
section from Station 31,00 to Station 37-00, the new runway will 
be on low embankment with an average height of two meters at the 
centerline arid along the west shoulder line. The east shoulder 
elevation will, in some areas, penetrate the side hill and will 

have an interceptor ditch at a minimur'- depth of one ,Teter below 
the shoulder elevation to collect, ground and surface wzter.
 

The entire area east. of the existing runway rises gradually 
upward for a distance of aout 200 meter: and is covered with 
a silty sand' na"-rial a'tove an i ,-errm-ealc strate of hard sandy 
clay materiil. hainfall is absorbed by this overlaying friable 
silty sand material and then gradually descends westerly into 
the area east of the present runway-where some of the ground 
water reaches the surface and is carried off in an interceptor
 

There
ditch approximately 80 meters east of the present runway. 


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 24 0 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 surfacu 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 locations of the new runway and extension, connecting taxiways,

administration building and borrow areas.
 

The soils in this area are generally divisible into threedistinct strata; an upper stra'u:1, averaging about 0.5 meter

thick and consisti,, of a -noist:,firm, brown silty sand; a
straturm of varyring thickness of m.oist, firm to stiff sandy clay;

and an underlying dry, hard sandy clay material.
 

The silt-,, sand of le depth oris v'ia entirely absent dueto past. stripping of thi s ma'e'ial fro:; lta',ion lk to It23. averages approxi.atel-y ".3 meter in depthi fro:,- Station 23 to 30;0.7 meter frin Station 3) to 3Jb; 0.1., meter from Station 38 to
Lh ; and 0.3 meter or less :han ta-ior, LL to 7. This soil is
non-plastic and classified *-2is as "o E-14 according to theFAA system or a,, A-1- or A-2-L a;cording to the IUAAHO system.
The material avera-,s 311( Coarse Esand, fine sand, with the
remaining 27't Cradir.g ra'ner smohly into the silt and claysizes. Sarples of this soil have an average optLmum mositure 
content, of 7V arid a maxL:um denaity of 132 pounds per cubic
foot, as determined 1y ;A7{O T-180 and a soaked CaliforniaBearing Ratio (C3HR) of over 40. The natural water content of
this soil averages 131,. 

These silty sand soils are 
dense when compacted at the proper 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,
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The moist, firm to stiff sandy clay stratum underlying the
 

silty 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 45 and
 

h6 to 57; and to a depth of about two meters from Station 45 to
 
46. 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 th: FAA system or as A-6 accordirg to
 

the AASHO system. The material averaged 25% coarse sand, 25%
 
fine sand, 6% silt and 44% 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
 
This material had
are sensitive to changes in moisture content. 


a 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-5, depending on the drainage conditions.
 

The dry, hard sandy clay underlying the moist soils is
 

entirely impermeable and forms a surface for a considerable 
amount of underground water flow. This surface is gently slop

ing down at about 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 h3 to h6. The depth to
 

readings taken in the open boring holes showed a considerwater 
able variation in the water elevation and were dependent on the
 

on the amount of
location of the hard sandy clay surface and 

runoff taking place fror. recent rainfall. The water surface
 

was generally located within the limits of the moist sandy cliy 
stratum. Individual "pockets" of water standing on the surface
 

of the hard sandy clay were also found with some of the borings. 
This hard materiai could not be penetrated by more than a few
 

It can be expected tocentimeters by the hand auger equipment. 
be difficult to excavate and can be compared in consistency to
 

a soft sandstone. It tends to expand and become unstable when
 
For this reason it
pulverized and allowed to take on water. 


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
 

soil strata.
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Runway and Taxiway pavement Structure:
 

The design loading on the r'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-4 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 cm 

Selected Subgrade: 18 inches; 45.7 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; 45.7 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
 

f the new runway pavemen t from the taxiing operation.
section 


It has been determined from thD airlines using the Asuncion
 

Airport that the present maximum gross aircraft 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. Construction 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 downhill side of the present runway and must pro
vide outlets for all of the runoff water now pas.sing 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 t( 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 administrati-e 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 nee ltd 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 a stable 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 recommendations 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 pa-ttern 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 approach. 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 controlled by a saturable reactor type constant current regulator
with stepless brightness control per FAA Specification L-828.
 

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 pecification L-822, with a 30 watt, series, lamp in accordance with
requirements of Advisory Circular 150/5345-23 and masked as
specified in Advisory Circular 150/53h0-15. 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 &pproach lighting system and a sequenced flashing light system,
all in accordance with FAA Technical Standard Order N24a.
 

The Visual Approach Slope Indicator system will be installed as a landing aid in addition to the requirements of the
U. S. Federal Aviation Agency as recommended by the International Civil Aviation Organization and in accordance with
 
their standards.
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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 marking 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.
 

Design Criteria:
 

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

The governing criteria are set forth below:
 

Ai.rport Classification, FAA. Intercontinental 
Airport Classification, ICAO Class A 
Normal Maximum Temperature 940F.; 3h0C. 
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 Change (Taxiway) 
Maxi-mum Transverse Slope 
Shoulder Width (Taxiway) 

Shoulder Pavement (Taxiway) 
Shoulder Slope 
Design Pavement Critical Loading

(500 Ft. ru, way ends and taxi-
ways) 

Design Pavement Critical Loading 
(center section of -unway) 

Pave7ent Ty;) - ":unwwn, 
Pavement T-Pe Taxiways 
Runway Lighting 
Taxiway Lighting 
Approach Lighting 

Air Navigation Obstruction 
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320,000 Pounds
 
2600 Miles
 
9009 Ft.; 2746 M.
 
11,600 Ft.; 3536 M.
 
1000 Ft.; 304 M.
 
150 Ft.; 46 M.
 
175 Ft.; 53.4 M.
 
1.25%
 
1.0%
 
1.5%
 
5% for 12 Ft.; then 2%
 
0.1% per 100 Ft.
 
Any two points 10 Ft.
 
above pavement visible
 
for 1/2 runway length
 

1500 Ft. x 500 Ft.
 
150 Ft. x 250 Ft.
 
75 Ft.; 23 M.
 
1.0% per 100 Ft.
 
1.5% 
50 Ft.; 15.2 M. 
25 Ft.; 7.6 M. 
2% 

320,00) Pounds Gross 
on Dual-Tandem Gear 

270,003 Pounds Gross 
on Dual-Tandem Gear 

Flexile 
Flexitle 
High Tntensity 
Mediun :ntensity 
High intensity, 
Sequenced Flashing
 

FAA TSO-N18
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oc4al Fbqmittru Foreign ExPuditur w1 a itm 

Site Prepa-mtion
Ana. & Selvage -,lt.Bit. Pavtt. 

2=6 & Uee, Mat. Base CoursStrip & St.ckpile Select Nat'lo1,]D:ae tCo"r 

C=0= &WaVatoo3,,201 
Borrow ravaticn 
Ca ected Selected ~b1 e..95 
Comated Gamaar Saab-bam.
Ccted Crushed 2toce ftee 
Prim coat 
Tack ocat 

Lqilt 
-

Mcrote 
Lk ai Syute 

2- Ktm. Coated C.J. PIps 
3C- fttnm, Coated C. Pip. 
k" I.tm. Loted C.)L Pipe 
4r alt". oa&tmd :.1. Pipe
720 x 440 Ritm. .oated 0 .1.Arch 
ftk 889ML amd Inlet, 
:mwluT. for Di-tdhes sod Ilets 
qcdii. 
SeWIC ?erIIaS'"4 and fltiGh 

?azima- X-,iag 

Iawr ?rmmdser Line 
b nTxImy Lirptiag 
Ahffw. LOtUA I.s. 
11 m,edA 241 i zblt. Awzauj' 
bkLtr e 3C4141 
Iqeip. flail & Material Testing Lab. 

,S. 

.1. 
i". 

Ton 
K 

m 
N 
x 
K 

L.S. 
. 
L.S. 
L.S. 

L.S. 
1-S. 
L.3. 

'Qantity 

2.310 

-I1.0CC.534.ne 7,2 

22i,334 

451C 
'3,653 

1.3,670 
.9,730 

53,600
:A,950 

68 
L20 
tx 
*23 
320 

17 
i.,100 
-71,612 

1,076:,0 

7.82C 

UmIt Price 

A in 5L 

v.50 

0.28j.10 

J.16 
Dtl.1Z).l1. 
2.."i 
2.80 
u.05 
J.05 
5.10 
2.50 
6.60 
8.80 

i.30 
18.15 
.0.010 
55.00 
2.10 
3.67 
0.08 

0.36 

Total 

inus$ 

16,294.00 
36,15.00 

/.,16.007,053.404.L7, . 

702.809 
35.41J.4 
23,093.56 

13d.,663.60 
2D6,228.40 

5,603.50 
2,.86.50 

273,360.00 
37,375.00 

48.8 
1,056.00 
9,152.00 
5,.00a 

12,W0.00 
935.00 

23,310.00 
lU,o.O& 

86,080.00 
10,000.00 
2,815.20 

124,d22.63 
56.o.o 
14,400.00 
16,200.00 

9D0.00 

Unit Price 

*in us $ 

0.50 
1.920.700.96 

1.09 
0.96 
1.06 
7.2D 
0.35 
0.35 

15.30 
2.50 

18.70 
26.00 
43.00 
55.00 

10.00 
20.00 
4.90 
0.33 
0.06 

0.54 

Total. 

$in si 

31,397.00 
36,155.00 

28,226...04',373.8025-4.06 

322,4,37.12 
2,254.06 
158,355.84 
58,501.40

530,301.60 
39,784.50 
17,405.50 

80,060.00
37,375.00 
1,271.60 
3,1.2.00 

27,5.00 
17,600.00 
38,40.00 

340.00 
54,390.00 
5,8U.96 

64,560.00 
5,000.00 
4,2.80 

13,000.00 
2Z3,17737 
139,000.oo 

13,00 
16,2D0.00 
14,500.00 

UkU PAi 

S ms 

0-801.25 

1L.10 
1.25 
1.10 
3-51D 

10.0 
0.40 
0.40 

2A0.0 
5.0 

2$.30 
34-M 
57.30 
73.15 

10.00 
75.00 
7.00 
1.0 
0.24 

0.90 

Ibma 

s a 0 

47,691.00
72,31D 

32,1O.0056,47.3)2,667.10 

36 9.9.3D 
276,667.90 

213&5.W0 
736,5" 
45,bA 00 
19,P.0O 

l,093,POW. 
74730.W 
2,7M.40 
4,176.00 

36,672.00 
23,406.0 
5,200.00 
1,175.0

77,7W.00 
17,"a" 

150,640.00 
15,000.00 
7,030.05 

23,0. 
366A 00 
19,5 0.00 

570bW 
4A 

15,000.00 

IQ02 

.-
H 
H 
_-

Total Construction Coet 1,20,072.15 3,01,1,938-55 4*21,7.030.70 

9 -0 M (DwK14 %Dd 0mtrotIuAf) 

IV= gIU3gMCrj AM a 0 1T 

02mCma 

TM W OF A1oW FE 

73,239.00 

1.278,311.15 

I27.831.12 

1.,06,142.27 

363,318.00 

3,405,276.55 

340,527,65 

3,745,04.2D 

&04,5570 

4,M1* XM.70 

4",3t.77 

5,15,1,6.47 

AIK 
-I m O 

ANNIX M N 

$?my80,000.00 

127,000.00 

80,000.00 

227,000.00 

1.406,142.27 ,- , . 5 -'.,3 q " -
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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 q258 million and of
 

.the autonomous agencies at q26 million, or a combined deficit of q284 
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 agencies, both revenues qnd expenditures were projected on the
 
basis of the experience and/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 q165 million of previously
 
sterilized deposits for the Paraguari-Encarnacion Road and PL-480 funds
 
would raise the monetary issue by the Central Bank to q450 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 lenlers 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
tern can be raised to the level required by the ongoing projects. 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 

UNCIABSIFIED 



UNCIASSIFIED
 
AMEX III 
EXHIBIT I, p. 2 of 2
 

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 some average cost-sharing 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 
followed inobjectives. The second is the fiscal and monetary policy to be 

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 17. Thus, the capital inflow in 1966-67
 
need to give primaryprojected under possible new loans and credits does not 

consideration to its balance of payments implications.
 

The situation is, however, completely different from the standpoint
 

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 of borrowing from the Central Bank than would be consistent with 
its policy of maintaining relative monetary and price stability. It follows 
that the government will be able to achieve its fiscal, monetary and balance 

bf payments objectives only if the inflow of external capital in 1965-67 
is greater than the direct import content of the investment effort. This 

least part of the domesticimplies that project loans will need to cover at 
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
 

as much as two-thirds, plus the full amount of the domestic component in all
 

instances where local resources must 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
 

L.BASI1C DATA 

Area: 
 157,052 sq. miles 

Population:midd- 1964 
 1,900,000
Rate of growth, 1955-64: 2.65% p.a.

Population density per sq. mile 
 12.1
 

Gross 'iti6nal product 1964: 
 049,641 million-US$394 million
Rate of growth, 1955-1964: 2.9% p.a. 

11964: 3.0% poa. 
Per capita.(1964): 
 US$208 (at Official Exchange ratd)
 

Gross domestic Product at 1962 market
 
prices: '047 bil1i{ft

of which, in percent, Agriculture: 22.3
 

Cattle: 
 10.9
 
Mining 0.1I
 
Forestry: 
 3.7
 
Manufacturing:
 
Industry: 17.4
 

Services: 
 38.0
 

Percent of GDP at market prices 
 1
 
Gross invebtment 
 15.7%

Gross savings 
 13.2% 
 12.9%

Balance of payments current 3.2%
2.5% 


account deficit

Investment income paymnts 
 0.*6% 
 0.5%
Government taxation revenue 
(or 877% 8.9%(1963-1964)
 

current revenues)
 

Resources gap as% of investment 
 16.9% 
 19.8%
 
RelatiQhship to large monetar.y or customs area: 
 Member of ALALC
 

Overall rate of changer I
 
Total money supply million-M473
 
Time and savings deposits " 1724 
 1034%
 
Commercial bank credit to


private sector 
 " 0 2622 
 518%
 
Other lending to private


sector (BNF) 
 0 1215
Rate of change in prices -35%
 
2% 9% pea&
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Public sector operations 1964 Rate of change, 1963-6
3.5%
 

Government current receipts mifl. 0 4,366 

Govt. current expenditures mill. 0 4,O92 
Surplus on current account mill. 0 274 

Govt. capital expenditures 1/m 

Public irvestment expenditures
 

2/ million .
 

Total external assistance to.
 
public sector 2/ million 


*External public debt (in US$) . 

Total debt 

Total annual debt service 


Debt service ratio 


Balance of payments (in US$) 

Total exports 

Total imports 

Net invisibles 2/ 
Net current account balance 


Commodity concentration of
 
exports (customs data) 


Gross foreign exchange reserves 

of the Central Bank 


914 


1,978 


0 849 


1963 

US$4-6. million 


US$ 3.3 million 


9% 


Most recent year 


US$45.4 million(1964) 

US$" million(1964)
'.3 

US$11.6 million(1964) 

US$10.6 million(1964 ) 


Past Average 


Livestock 31% 

(1957-1964) 

US$ 3.0 million 

(1958-1964) 

(or less than 

one monthsl 

imports)
 

3.9%
 
-2.0%
 
24.8%
 

31.3%
 

29.8%
 

Most recent year
 
U$ 56.3 million
 

(12/31/64)
 
US$ 5.2 million
 

(1964)
 
11.4% (1964)
 

Overall rate of
cha nrf3 

- 14. 1962-64 
- 9.9%(1962-64) 
- 68.9%(1962-64) 
- 38.5%(1962-64) 

Most recent year
 

Livestock 33%
 
(1964)
 
April 1965
 
US$ 9.0 million
 
(or loss than two
 
months' imports)
 

Real and financial investment (see Table 9a)
 

External Financing in the Public Sector Investment Program.
 

Private donations are included.
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GROSS D0MESTIC PRODUCT, BY SECTORS OF FRODUCTION,1964-1970
 
(Millions of guaranies constant 1962 prices)
 

Sector 1964 1965 1966 . 1967 1968 1969 1970 Increase 
(estimated) --- 1964-70 

Agriculture 
Cattle 

10,500 
5,120 

11,207 
5,216 

11,882 
5,332 

12,581 
5,656 

13,370 
6,O11 

14,231 
6,398 

15,149 
6,809 

44 
33 

Forestry 
Hunting and 
Fishing 

Sub-total 

1,730 

44 
17,394 

1,800 

46 
18 269 

1,880 

48 
19,142 

1,986 

50 
20,273 

2,112 

53 
21,546 

2,247 

56 
22,932 

2,391 

58 
042Z 

38 

32 
1A . 

Mining 
Industry 
ConstructJon 

7-1/ 
8,180 
1,086 

72 
8,740 
1,257 

74 
9,634 
1,324 

85 
10,394 
1,428 

90 
llO46 
1,518 

95 
11,757 
.1,616 

101/ 
12,513 
1,720 

44 
53 
58 

Sub Lotal qD610,069 11,032 11, 907 12A654 13,468 1432 -

Electriity .271 286 308 333 '358 383 409/ 51 
Water and Sanitary 
Services 88 94 100 108 116 124 132L/ 50 
Transportation & 
Communications p2,019

Sub-total 2,328 
,102
2482 

2,297
205 

2,486
292 

2,671
1. 

2,858
J 2 

30c 
3,05E / 
L.5 

51 

Commorce,Finance 9,750 
Government 1,840 
Housing 1,650 
Other Services 4,600 

Sub-total 17,840 

9,950 
1,850 
1,720 
4,700 

18,22 

10,200 
1,900 
1,800 
4,050 

18,750 

10,673 
1,981 
1,883 
5,083 

19,62 

11,241 
2,087 
1,983 
5,354 

20,665 

11,184 
2,194 
2,085 
6,262 

21,725 

12,0+8 
2,307 
2,193 
6,300 

22,848 

24 
25 
33 
37 
28 

TOTAL 46A948 49,040 51,629_ 54-5,22 ,j 1 6349 5,180 

Note: Detail may not add due to rounding 

l Piedra triturada 22.0 .ara X (Ruta 11) 
9!Con Valle-mi ampliado; no so exporta piedra. 
/So ostima on funci6n do la demanda proyectada por ANDE y en 1970 el do 
incromnto por olcctrificaci6n rural. 

A/So ostima pasar do 16,000 a 21,000 usuarios seogn proyocto do ampliaoidn 
CORPOSANA. 

/So proyect4 aparte (vnr anexos) 

Sourcel Requerimientos Financioros Extornos on el Bienio 1965-1966, parte 3A, 
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GOLD AND FOREIGN EXCHANGE RESERVES 

1953 - 1965
 
(In thousand of U.S. dollars)*
 

Convertible Bilateral Liibilities Net Net 
- LM Reserves 

foreign AGREE - Gross Short- Bilateral posi- Central Private Total Net
Year Gold exchange ME1TT Reserves term Agreements tion Bank BANKS Reserves 
1952 190 4,616 2,757 7,563 - 1,374 
 6,189 3,987 10,176
1953 190 3,747 1,900 5,837 - 3,567 2,270 5,031 7,3011954 190 3,322 855 4,367 - 52 --3,571 375 1,119 4,705 5,824
9 1955 190 1,002 4,371 5,563 353 - 1,711 375 3,874-" 4,700 8,5748 1956 181 1,062 6,787 8,030 120 
 - 700 - 1,125 6,085 3,169 9,274r 1957 136 1,419 4,880 6,435 23 
 - 368 3,625 2,419 1,057 3,4761958 s6 272 7,023 7,381 589 - 40 4,375 2,377 - 63 2,314In61959 i0 2,751 1,077 3,936 
 6 - 941 2,563 426 - 1,261 - 851960 95 372 542 1,009 - - 1,044 2,375 -2,410 - 1,070 - 3,4801961 82 2,357 79 2,518 - - 1,433 438 647 - 2,468 - 1,8211962 81 
 698 41 820 - 764 - 743 1,312 625 - 1,693 - 1,c681963 81 1,318 429 1,828 -1,500 -" 134 1,812 2,006 - 735 1,2711964 81 3,066 476 3,623 -.600 - 19 
 2,312 5,316 - 778 4,5381965 1,018 a/ 6,440 _/ 1,176 8,632 -- - 9 2,812 11,435 - 2,521 8x914 

"/'Includes purchase of $ 937,000 in gold that wia y311 be paid to the D]fF as the gold ccntrib-tion to 

increasing Paraguays quota in t'ine Fund. 

SSince September 1965, includes an investrent of $250,000-' in BRD bc-nds. 
%n P 

0D 



GOVERNMEN FIWINCES, 1960o-64 
(I. millions of guaranies) 

1 1964 1965 

196o 1961 1962 . 1963 
__March 

1964 Januazy- January-
Mfarch 

Cash revenues 
Ordinary 
Special Laws 
Total 

2,586.8 
732.0 

3,318.8 

2,842.9 
788.8 

3,631.7 

3,424.7 
903.8 

4,328.5 

3,496.7 
871.3 

4,368.0 

3,658.5 
897.7 

4,556.2 

868.4 
182.6 

1,051.0 

1,119.2 
263.1 

1,382.3 

~ 

Authorized exrenditures 
Ordinary 
Special La-s 

Redeption of debt held by
Central Bank (net) 

Changes inbalancesdepaxt-ental(increase -) 
Chck (frsa 

2,671.3 2,942,9 
684.0 812.9 

3,355.3 3,755.8 

-36.6 -

I,.6..-14 
334- ) 36. 

3,542.0 
910.3 

.4,487.2 

-2-' 

-30,9 

3,844.5 
889.2 

4,733.7 

-47.1- / 

3.2 

4,140.3 
69C.5 

5,C30.8 

-33.4 

327 
-31.0 

.781.4 
175.5 
956.9 

-76.5 

380 
8.5 

932.4 
198.5 

1,130.9 

-167.2 

.
81.6 

Adjusted cash exenditure 3,352.1
Treasure- sur-olus or deficit(-)  36.5 
Cash surplus or d.ict (-) - 33.3 

3,792.0 
- 124.1 
- 160.3 

4,337.7 
-158.7 
- 9.1 

4,677.7 
- 365.7 
- 309.8 

4.933.7 
- 074.6 
- 377.5 

926.9 
9L.1 

124.1 

1,052.6 
251.4 
329.7 

CentralBak firarcing 
LOWaUs 22.3 94.4 1.49.1Transfer of mrofits 50.4 - -
Charg-e in gc;ermr.ent deposits 

(increase -) 2/ -39.4 65.9 -140.0 

Sources: Xinistry of Finance, and Central Bank of Paraguay. 
afEstiate s.
2 lxdL-n P.L. 120 counterpart fund balances. 
Mote: Totals =ay not add owdng to rounding. 

30'9.0 
-

0.8 -

485.6 

108.1 

-70.0 

-54.1 

- 174.8- I 
-154.9 3. 

CO 



CEtrrRAL CAN !Y'IT RViUE$ AD EXErDITURES, 1963-1970 
(in millions of guaranies) 

1963 1964 1965 1966 1967 1968 1969 1970
 

1. Wages and S!a-lies 1833 1990 2195 2195 2267 2368 2453 2561 
2. Purchase s 1456 2159 1356 1401 1461 1534 1.501 1681 
3. Transfers 587 661 661 725 742 771 823 861 

a. ?ersor-s (Pensions, etc.) 376 415 415A/ 465 480 500 550 577 
b. Agencies 211 246 246 260 262 271 273 284 

1) Public :nterprises 51 75 75 80 82 84 -8-6 
2) Decentcalized Agr.ncies
3) -mnicipalities 

160 
-

169 
2 

169 
2 

177 
3 

177 
2 

183 
4 

183 
4 

193 
5 

4. Interest on
a.Inte rr.--

b. Externl 
Public D: bt 63 

ii
52 

86 
19
67 

86 99 
-

101 114 117 -10 

5. Tot-al qu-.ntL ExDen-diLt,ues(.oa1q)2 3 092 262 4420 4571 4787 4994 5213 

6. .14or J Z 1.ZS .7 2/ 213 3/ 303 13 46 17 51 156 
a) Domestic 24 -59 
b) external 152 154 

7. Transfers on Carital Iccount 191 267 339 355 382 400 420 441 
8. Real Investcn. 541 647 1221 1 798 867 1054 800 
9. Total Exen_,dit,=es10. CuLrent Ra,s (5+ f7j.8) -847 2/

4219 
5219 
3 

6125 
4896 

6062 
5114 

5897 
5T15B 

6201 
5897B 

6619 
61789 

6710 
677B 

11. Deficit or Surplus (9-10) -628 -853 808 -948 -282 -304 -441 -233 
12. Inflow of afxter,-al Fxunds 362 397 75 615 352 376 571 455 
13. Changes in Accum,,0a.ted Saving -73 -75 75 - - - -

. or Reser.
1.D07estic 5rr-ng339 531 . 

15.G-ap to be Firn-nzed (-) or S-rlus(L)- - -346 -258 70 72 130 212 

/Contrib.tions to Intornati a organizations and non-pension payments to individuais are Pxpected to
decline.
 

2Tncludes ' 63 -i=lion registered by the Central Bank 
I/Inc~udes 0 46 -illion registered by the Central Bank 
Source: Actual data frc Treasurey, projections by IBRD mission. 



M . ...RA_ GOa.T R7,VE: IJES AND EXLJDITURES, 1963-1970 

(In millions of guaranies) 

1963 1964 1965 1966 
 1967 
 1968 1969 1970
(Actual) (Actual) 
(Budget 
 A B 
 B A B A B 
ToTAL Estirates)4219 4366 4896 5114 5370 5615 
5635 5997 5916 
6178 6215 6477
I-Crein dutiade 176- 1861 20551. 2121 2199 2199Custc-s duties 228C 2280 2368 2368 24606 80 9 2460 

...t. 970 1020 1020 1070 1070 1125CIrS 411 556 725 761 1125 1181 1181799 799 840 8403. E~:rt t-_xes 882 882 926296 237 210 190 926170 170 150 1504. Ccrnsu!ar fees 130 130 110241 188 i0
196 200 210 210 
 220 220
UI.interraI Trade 1149 1207 1267 
231 231 243 .243991 958


1. General se_!is t _x 3/5 350 
1267 1331 1331 1398 1398 1470 __395 415 435 435 457457 4802. Petroleuz taxes 480 504 504170 177 188 
 197 207 207 217 217 227 227 
 238 2383. AlcoholCattle taxes4. tes 180 108118 148- 1242 149 154 154 155 159 1655-Gereral co-s-=ption 

257 272 272 288 268 305 165 170 17o
121 175 180 189 305 326 326!]99 199 210
 

taxes210 21 21 221 232 232
SI .SaTax-2s 2.-385 367 3ri.lTc-, T-xes 40494047424!424544044L5137 430 493 543 597 697 657 76L7 72 832 79A 29 

-13 15 
 20 21 22 87 23 91- 24 92 _25 93L021ei Estate ax S, 194 217 270 23 
-

297 377 313 397 38 42 ~13_ 239 25 4261 27 271 282 282 
 293 293 3 0430Yfll.!;-ta ..Re; n.es 378 326 _ 311 332 32 3252- r-eicn fu-. 5 359 359 37J5 187 3
2. 200 210 23_ 230 242 242Post office 254 254 26710 22 T-7
25 26 27 27 
 28 28 29no 17 29 30 3074 757o5 75 75 75 75 76 76 6 76.
 

Soce: Actual data frc: Treasaur, Projections hy D mission.7= 
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(EXCERPTS)
 

3. OUTSTANDING ASPECTS OF THE SqOIAL-ECONOM{IC SITUATION OF THE COUNTRY 

During the pericd 1961-1965 the Paraguayan economy recorded
a development greater than that of prior years owing to a general
improvement in 
production conditions.
 

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

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

(b) 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.
 

(c) 	The formation of new colonies which tend to solve the
problems arising from requests for land.
 

(d) 	The construction of airports which fill a long felt need
of air transportation.
 

(e) The building and equipping of hospitals in various parts
of the country; these institutions facilitate preventive
and curative "edical treat 
nt of peasants, maintainIng
the health of farm worhers and inhabitantt; in general. 

(f) 	The purchane of sieveral. vessels 
impul.;i, to 	

that have , iven a notablethe hational Merchant 
the 	 Fleet. By complyint." withnat,,ional policy to increase transport capacity,filiient it alo being given 	

f 
to one of the fundamentalobjectives; of the National Development. Plan. 7he StateMerchaxt Fleet han Increased 

various typesj 	
the nun' i"of its unit; withof veunnlt, --

cold 	 ganolino tankers, oil barger,storage vesselsa, cattle trantports, passenger t;hipstugs. 	 fli'De State Merchant Fleet transported 35% of a tot(0 
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of 606,804 tons of foreign trade merchandise; +he net 
capacity of the FLOMEE alone is 18,471 tons.
 

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

(h) 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 steadily
 
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 inhabitant rose from US$ 17.40 in 1961 to US$ 29.50
 
in 1965.
 

Exports per production sector compared as 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 
Vfiriouoj 

6,399,000 
157,000 

i0,068,000
789, O0r 

Inpolrt tilso increased considerably between 1961 and 2965, 
though it should be mentioned that thin Increati;e occurred only 
during the,. lnot year. During the ycar; 1,)61 to 1964 Iiportn were 
maintaurcl tt approxinAtely U4 33,500,000, but in 1965 they 
roie to U4$44,009,000 tin 'Ireae of 3(4. 

In till,; rcm;pect there was an importint varltiLton Vhlch favors 
dvelupment; Importi of covmumble goodn fell from 43.4 to 40.[% 
whil,! mterlaul attributable t capital Incretuied from 35.6% to 
38.4k- Impl-oti of fuel and oil Increasod frcm lpO to n1% during 
the 	 wtune 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 gs. 3 ,1 34 million; in 1962 credits rose to Os. 
5,294.5 million; in 1963 to Os.6,8 52 million; in 1964 and 
1965 credits totalled 0s. 9,714.5 and 11,870 million respectively.
These figures show a credit increase of 37.8%during the 5 

r 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 2e7% and 259% respectively. 

With ru. to Highways and Roads the undertaking has been
 
commendable. 
Tiring 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 (1056-1960) a total of
 
999 kilometers of road was built; only about 10% was asphalted.
 

Paraguay has a total of 4,2 6 kilometers of highways and
 
roads; It should be mentioned that no less than 3,079 kilometers
 
of this total have been built during the past 10 year.; and 
2,080 kilometers during the 5 year period now under comment. 

Investments in Schools during the pact 5 yeLrs have been 
conoderable; accomodation for 31,520 new pupils in 394 new 
claouroomn haij been provided during the period. 

This means that the number of nchool buildings constructed 
during the period represent no less than 7.5% of the total 
school buildingn that exist in the Country. 
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8. 	 PUBLIC FINANCE AND TAX REFORM 

8.1 iSCAL POLICY 

Daring 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 objectives: 

(a) 	Modifications to the taxation system in successive stages
 
and introduction of moderate and partial reforms, endeavoring
 
to simplify application of the laws and to adjust rates to
 
the capacity of the traxpayer.
 

(b) 	Modifications to tho administrative structure of the
 
Department with the principal objective of maintaining a
 
permanent control on offices receiving revenue from taxation
 
and to insure that amounts collected are promptly deposited
 
in banking institutions.
 

(c) 	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.
 

(d) 	 Adoption of more effective measure; to repress operations that 
conflict with eitablished regulations. 

(e) 	 Organizational improvements which would tighten the control of 
budgetary expenditure, cstablishing priorities, for ruch 
disburaements a;: Salaries;, Pension:; and other Public 
Administration expenses, Amortization of Internal and Foreign 
Public Debt, State purcha;e; and other expenditure neces;ary 
to Public Institutions f'or their operation. 

(f) 	 Adoption of a fir;cal ys tcm aipproprlatf! for front ler trna with 
exclusive a,*tteition to requlrecments of thl. re,;pectlVe Z.onef;. 

(g) 	 Creatio of, ces story mcass, togther w th n :,-1 ofihtios ot 
measures, for obtaining internal revenue to defray additional 
Paraguaylui SUte contributiont of loans granted by Int,.rnatlonal 
Organizationts for 4k,1ricultural Development, Stock ItiluIng 
and Induatrial progriaw. 

UNCLAS131YD 



UNCLASSIPIXD
 
ANNEX III 

EXHIBIT 3 
p. 5 	of 21 

(Pages 40-41 Continued) 

(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) Strengthening of financial resources for the execution of 
Agricultural, Forestry and Industrial programs.

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

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

(i) 	 Carrying into effect investment in basic social,capital 
necessary for economic and social development. 
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 f'ORMS AS AN INSTRUMT OF DEVELOPMET
 

10.1 LAND DISTRIBUTION POLICY
 

"'F l
DMlbiition 'of land and occupation of new areas were continued
 
on the basis of programs already initiated; new plans were also

prepared such as the entire colonization of the San Estanislao 
-
Itacurubi del Rosario -'Lima zone, knovm as the Northward MWrch of the

Agrarian Reform.
 

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

(a) EASTWARD MARCH
 

This movement was initiated 4 years ago and is

presently in a stage of consolidation. It cove.s the

Department of Caaguazu and Alto Parana traversed by the
modern International Highway which connects Coronel Oviedo
with Presidente Stroessner. Numerous colonies 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 Montanaro; Yguazu; Paraguasil; Guayaquicua etc.
The total colonized area exceeds 300,100 hectares on

which have been settled some 30,000 families.
 

Consulidation of the Eastward March Program has been

centered on the colonies Dr. Juan Leon Vallor(uin,

Presidente Stroessner, Repatriacion and Dr. Domingo

Montanaro. 

The 0EA in Paraguay, through Project 39 of IIAA has made
socio-economic studies in the Dr. Juan Leon Mallorquin colony;

the afore-mentioned studies had as 
their object the
organization and development of production as well as
primary industrialization and comierclallzation. 

its
 

Teams of xperti,are preparing social assistance,
technical and credit rervie(!L; which are. complemented with

medical attention give. by Doctors of the Medical Department

of the IlnstituLion. 

Team of froinomists have performed organizational worktending to community development in the Doctor Montanaro coloniy.
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Experiments in cooperative work are giving excellent
 
results. By means of the organizational system known as
 
"Minga Guazu" (the name 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.
 

(b) 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 o
 
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 basis of some existing colonies, 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
 
program is presently in a stage of active development, and
 
the work will be intensified in the immediate future.
 
Nevertheless, there are already numerous colonies in the
 
zone such as the recently established "Dr. Juan Manuel Frutos"
 
"Ex-Combatientes de la Guerra del Chaco", "Cerro Memby"
 
(totally occupied by repatriated agriculturists and
 
pensioners of the "Chaco War"), and "Cocue Pyajhu."
 

(c) THE CHACO MARICH
 

The recently finished seven hundred kilometer Trans-

Chaco Highway will make possible the integration into national
 
economy of the vast plains suitable for cattle raising 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 oeen 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. 

(d) 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 be studied with the object

of applying Law 662 or other legal measures applicable for
colonizr.ion. 
A project is 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

dated 11/26/65). 
 Lastly 38,864 hectares in the Department

of Itapua, Caazapa, Misiones and Neembucu were sub-divided
 
into 1,683 lots during the year 1965.
 

10.2 LAND PROGRAM FOR DISCHARGED CONSClt=TS 

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 experience

and the satisfactions obtained from the results demand it be given more
and more importance. Statistics show the growing interest. in this
 
program; every year there is a greater number nf discharged men
interested in acquiring land. In 1962 werethere 1,072; in 1963: 1,204;
in 1964: 2,610 and in 1965: 4,913. 

Development of thfit program consists not inonly jer~nt8 to 
occupy land but also in the provision of agricultural Implec.ents and
first credits. In 1965, the Government granted 4,913 purMstn to 
occupy land more than 6,000 agricultural Implements to Soldiers and
Policemen of 50 units. 
 These soldiers, after completing tht:Ir
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2.Y 	 ~ & t1uOjeJ to nwtkrl rtSntria"*,1in the CunGtn row_$ cOf the Inritltui4 inAsunciln (seehedi:i:a Rtoltratic:( n1 internal I rigrants). The ,bovo
metlcv,;d por~atx we~re bubjoctbJ to a co-jiloto r.A:dJcalnxbtMIrwaon u.hl.e 
 rtulte,6d in the detAiction of certain
infectOs 
 u3srldcult-a J diseaues. Irr ,liate mvasurevwar, adopted to prevent auch cass entering t.e newcornitie,; in 1965 the doctora diagnosed and isolated 
about 27 ralienant cases. 
I'u.eroun colonleto from the interior of the Country receivedmedical attention; in spite of difficulties of every kind aconsiderable number of these patients wore hsopitalized inAawuncion. The IBR in all 	these cases defrayed the cost of 
medicines ard X-rays. 

3. Urgent medical attention in the colonies. During 1965 therewere outbrezk. of influenza with pulmonary complications and 
malaria. 

4. 	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.
 

10.7 ImWJAYS 

The 	building of roads of access 
is essential to the colonization
of new areas; by this mans 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 the year 1965 road-building activitics were concentrated in the Department of Paraguari and San Pedro.
In the Department of Paraguar' a stretch of 79,5 kilomoters of
the Highway Coronel Stroessner was built between the city
 
of Paraguar! and a junction of the highwday with the branch of the
Tebicuary Sugar Mills. More than 0.3,500;W were invested in the
construction of the ofore-mentioned stretc h, an approximate cost
of 0.45,000 per kilometer.
 

Freedom Highway waa commenced on August 1, 1965 in the Department
of San Pedro; the target was 
the 	San Pablo colony 'n order to
provide the zone with an access from Highway III. In 1965 theengineers finished a 32 kilometer stretch that included a branch
to the "Nina" colony. 
The work was accomplished with road
equipment hired from the Engineering Command; the total investment
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was 0.2,500,000 including hire of equipment, payment of salaries 
and the cost culverts. 

10.8 VETERANS OF THE CUMACO WAR 

By law No. 1087, dated 9/28/65, Veterans of the Chaco Wan 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. 

10.9 DISTRIBUTION OF LAND
 

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
 
7,250 title deeds were registered or in 1962 with 10,016 title
deeds; nevertheless the figures arefor 1965 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 since hasnames 1915, granted 56,018 
title deeds with 1,612,738 hoctares.
 

10X REPATRIACION 

In 1965 a total of 227 families, comprising 960 members, returned 
to the Country through repatriation activities of the IBR. This 
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. 

SU LARY: 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 time are: 

1. Scarcity of experienced Technicians 

2. Insufficient funds to finance the increasingly extensive 
programs that must be accomplished in order to avoid stag
nation and decline of the Agrarian Reform. Progress during 
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the past 10 years is evident; it suffices to quote that45,000 title deeds covering 1,300AJ hectares have been 
granted during the period. 

3. 	 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 GRANTEDDEEDS BEWEN 

1954 and 1965 

YEAR_ No. TITLE DEEDS No.HECTARES 

1954 
 437 
 49.334
 
1955 .1.107 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 lO.O16 
 209.191
 
1963 
 4.500 
 156.949
 
1964 6.250 165.280
 
1965 
 6.500 
 356.349
 

TOTALS 44.750 A.393.048 

Source: Statistical Division 
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12. 	 EDUCATIONAL DEVELOPMENT DURING THE PERIOD 3961 -. 196: 

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 social justice and economic 
equilibrium. 

1. GEINERAL OBJECTIE. 

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 urban communities. The improvement can be 
obtained through a comprehensive educative action tending to
 
make 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
tio.ocio-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 complirince with
 
their duties.
 

() 	Actualize 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 - miore 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 System: Primary Education consists of 2 levels: the 
noncompulsory kindergarten for children of 5 to 6 years of age 
and the obligatory and gratuitous primary level for children oL 

UNClASSIFIED
 



UNCASSIFIED 
ANNEX III 
EXIIBIT 3 

p.17 	of 21(Pages 55-73 Continued) 

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 Growths Analysing information relating to matriculation, 
number of teachers and pupils, it is observed that Primary Education 
has constantly increased 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 popu!&ion. 

NU7-BER 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. subjects 
for 	children, teachers and study programs. 
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Another didactic contribution is made by the Technical Assistance 
D3partment, 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 wAn teacher education; (b) audio-visual' 
aids, production oil films avi views showing the facts 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 &nd Private Institutions) 

MATRICUIATION 

1961 1962 1963 1964 1965
 

Basico 17.528 18.964 19.475 22.434 24.205 
Bachillerato 3.620 4.267 4.610 4.710 6.205 
Comercio 1.543 1.24Z 1.345 1.304 1.703 
Nqrmal 3.868 4.089 3.440 3.142 3.285 
Tecnica Vocacional 834 624 746 903 1.082 
Tdcnica Industrial 438 428 394 431 450 
Agricola 346 325 341 335 350 

Growth of Secondary Education: It will be seen from the afore-going
 
figures that Secondary Education in all its branches has also gradual
ly 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 Baccalaureate 
by 71.5%; Commercial by 10.4% and Professional Technical Teaching by 
16.3%. 
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ointers: 
 The Regional Education Centers constitutelarge scholastic units located in appropriate regions of the country;they comprise a group of buildings which are suitably equipped and astaff of teachers specialized in various subjects. 

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

In principle it has been decided to build 6 of the afore-montiined Centers;at the time of issuing this report 2 of them are in operation undanother 2 are in the process of building. These Centers were constructedthrough the Rural Education Development Program and have received 
assistance from A.I.D. and GOP. 

4. HIGHER TEACHING 

Higher education in Paraguay is given in the National University
(official) and in the recently created Catholic University "Nuestra
Senora de la Asunci6n" (private).
 

Admittance to the University is granted to students who are in
possession of a Baccalaureate diploma, or 
its equivalent, and who comply withother prerequisities that are established by its respective branches.

(entrance examination etc).
 

4.1 UNIVERSITY mATRICULATION 

1961 . . . . . . . .4.030 
1962 . . . . . . . . 4.573 
1963 . ....... 4.885 
1964 . . . . . . . .5.258 
1965 . . . . . . . 5.917 

5. FINA NCING OF EDUCATION 

The financing of Paraguayan education originates .,.n
especial from
public funds. 
 These resources are furnished in accordance with 
the Ceneral Budget of the Nation.
 

The anounts assigned to Education in the budgets of 1961 andrepresent 15.2%and 196515.7%respfoctively. Taking into consideration
the constant rate of exchange, the educational budget for 1965
increased by 143% compared wiih that of 1961. 
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5.2 OFFICIAL EXPENDITURE FOR EDUCATION 

(1961 -- 1965) 

(In 	 thousands of Guaranies) 

1961 1962 1963 1964 2,965 

primary 	 273.792 316.988 393.195 450.576 489.107
 
Adult Education ----- 885 1.448 1.643 1.379 
Secondary Ed. General 27.377 29.816 37.393 40.649 48.375 
Secondary Ed. Tac. 30.977 38.002 40.408 42.534 414.537 
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 6e of the total number of secondary pupili are paid 
for by the State. 

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

6. 	 ELEENTAL EDUCATION CAMPAIGN
 

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

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

Some 	bar:zacks are not limited to primary education. The soldier 
gratuitously attends the basic cycle or the first part of
 
secondary education. In addition to the primary schools, an entire
 
National College operates in Mariscal Estigarribia, capital of the
 
Paraguayan military territory, in the middle of the Chaco.
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7. 	 AUDIOVISUAL ADS p.21 of 21 

An effort is being made to modernize teaching; in conflict withprivileges of the cities the best methods are 	being taken to 
rural areas.
 

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.PO.P. AMED SEWIOPS CIVIC ACTION REPORT 

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

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.
 

All activities stated on the chart were obtained from collaboration
rendered in several manners by the Armed Forces to the people, prescindin'i
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 at Military Colleges and Schools, where they obtaina military title and a high school level education; training for lightand heavy equipment operators such as 
trucks, tractors, etc. at the
Tractor Operators School; different professions such as mechanic,
electrician, carpenter, etc. at the Specialty School, and some others like:
shoemaker, belt-maker, tailor, baker, etc. at the Quartermaster Service
Apprentice School. 
Groups of students are annually promoted at these
schools.
 

For a better comprehension 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 1964, total cost is Os.22,387,6o4, at a
rate of exchange of Os.130 to 1 dollar, it amounts a total of US$ 172,212.
For the first semester of 1965, the amount covers 0s.9,870, 769 equivalent of
US$ 75,929.
 

CONSTRUCTION MARIAL.: 
Includes donation of stones, bricks, tiles, lime,
sand, cement, wood, palms, paints, irons, frames, doors, windows, electrical
and sanitary appliances.

equivalent of US$ 

Total amount in 1964 covers: 0s.,171,745,
9,013. 
 For the first semester of 1965 the amount covers
0s.492..080, equivalent of US$ 3,785.
 
ROAD CONSTRUCTION: 
Construction of repair works on any type of road or
bridges construction with cement or wood, pavtment construction or repairworks on streets; during 1964 
represent US$ 361,695. 

the amount covers s.47,020,379, which
For the first semester of 1965 the amount coversOs.20,547,445, equivalent of US$ 158,057. 
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RELATED ECONOMIC PLANNING 

The Paraguayan economy is basically agrarian. Its priicipalexport products 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 ii.iport is wheat,
coming almost entirely from Argentina and the United States. 
 Industry

is in its incipiency, being 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 development aims At establishing the institutional framework to

eliminate these bottlenecks. The production of c~nned meat, and meat
by-products, flour, essential oils, and cotton textiles 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 neighboring countries. 
An even greater influx of tourists
is projected upon completion of paving of the connecting portions of the
Brazilian highway system, compounded by increased prosperity and expanded

leisure time in Paraguay's giant neighbor.
 

The GOP adopted a 2-year (1965-1966) development plan in July 1965,
but thq ClAP has reco-.rended 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 recornendations that are worth imple
menting, particularly with respect to fiscal and administrative reforms.
The plan for Paraguay's economic development is export oriented, this
being considered the quickest way of raising domestic income. 

Accordingly, priority is given to opening the interior of the
country to increase the output of traditional .export products and to
develop new ores. A.so, transportation from int,3rior producing centers
to Asuncibi 
 and other export points on the nation's borders is given
major importance in the plan. Not only are new export mark.t': to be soughtsou"I in Brazil, Bolivia, and northern Argentina, but the costs of
 
transport are to be reduced to improve the competitiveness of Para
guaynn products in domestic and more distant foreign markets.
 

Paraguay's development potential rests in its land, animals, and
forests, in its hydroelectric power potential, and in its hardworking

people. The baoic problem of development in thi 
 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 transportation 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 Asuncibn 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 Asunci6n 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 importance. The whole railway operation is
 
expected to be phased out within the next five year as it is
 
replaced by an asphalted road network from Paraguari to Encarnaci~n
 
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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PARAGUAY: 

TABLE 1 

Percentage distribution of public sector 

N HN project financing, by field of investment, 1963-1966. 

3:963 1 *-964 
 965 
 i9664
 

Internal External Total Internal External Total Internal External Total Internal External Total 
riculture 18.9 i9.3 19.1 11.2 22.8 16.4 14.8 16.4 15.9 19.8 20.4 20.2
Education 1.3 8.8 4.3 3.3 6.4 4.7 4.1 1.1 2.2 4.4 1.9 
 2.6
 

Housing .. .. .. 0.2 - - 0.1 0.2 - 0-.1 0.2 - - 0.5 
Industry 5.6 8.1 6.6 
 2.5 4.0 3.2 6.4 16.3 12.8 5.2 
 11.5 9.5
 
Electric 5.9 5.8 
 5.4 4.8 16.4 10.0 10.5 22.8 18.5 10.7 
 30.1 24.1
 
power

Public 
 33.6 
 - - 20.1 48.4 -  26.6 29.4 
 1.5 11.1 28.7 
 7.0 13.6
Health
Telecom- 2.9 4.6 3.6 2.9 10.1 6.2 5.6 -3.3 4.1 3.9 2.0 2.5
munication2. .
 
Tourism** 10.8 -- 6.5 5.8 
 -- 3.2 

Transportation 18.0 50.0 30.7' 16.7 40.3 27.3 26.3 
 37.5 33.6 26.0 
 27.1 26.7
 
Water-Supply 3.6 3.14 3.6 -4.1 - - 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 -100.0
 
*Projected by IERD
 

**Represents investment in constructing the Hotel Acaray at Puerto Presidente Stroessner to handle tourists visiting
Iguazf Fal. 
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claimant 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 (Admiiistraci~n 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 authorityts 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 $ 452 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%, the public sector for 23%, and 25% will come from abroad (see
 
Table 2).
 

TABLE 2
 

PARAGUAYs Planned pattern of financing national investment needs, 1966-1970
 

(In millions of 1962 guaranies)
 

1966 1967 1968 1969 1970 
Total Percent 

1965-1970 1965-1970 
A. Public Sector Financing: 4,816 5,785 4 2 4,446 4,142 2411ol h2.3 

Internal 2,006 2,475 2)664 2,938 3,2h0 13,323 23.4 
Eyternal 2,810 3,310 2,248 1,508 902 10,778 18.9 

B. Private oector'Financing: 6,326 6,438 6,542 '6,666 6,934 32,906 57.7 

Internal 5,232 5,433 5,869 6,293 6,749 29,576 51.9 
External 1,094 1,005 673 373 185 3,330 5.8 

C. Total Investment: ll, 1 2 12,223 1,54 11,112 11,076 57,007 lU0.0 

Internal 7,238 7,908 8,533 9,231 9,989 42,899 75.3
 
External 3,904 
 L,315 2,921 1,881 1,087 14,108 24.7
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Source: 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 access 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:
 

1. Milk pastuerization
 
2. Sugar (refined)
 
3. Frozen meat.
 
4. Industrial oils (coconut and tung)
 
5. Hard fibers (kenaf, jute, ramie, sisal).

6. Hard fiber cloth (saks)
 
7. Petroleum refining
 
8. Cement
 
9. Fruit essences (citrus, pineapple)
 

10. Pineapple canning.
 

II. Having immediate possibilities, but rejuires market study:
 

1. Canned fruit juices.
 
2. Canned hearts of palm (palito)
 
3. Edible oils (soy, peanut)
 
4. Canned tomatoes and tomato sauces.
 
5. Margarine

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

7. Lime
 
8. Soap (coconut oil)
 
9. Tapioca flour and starch 

10. Wood, lumber drying kilns
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fl. Lumber, plywood, etc.
 
12. Fruit wine (pineapple, orange, mandarin) 
13. Fertilizers. 

III. Requires market and technical studies: 

1. Cellulose and paper 
2. Glass containers
 
3. Plate glass
 
4. Tanning of hides and skins 
5. Agricultural tools
 

IV. Requires study of raw material supply: 

1. Oil of yatai. 
2. Oil from coconut meat.
 
3. Caranday wax.
 
4. Hard fiber (caraguati, mbocayl).
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ILUSTRACION m- N 
FIGURE N 

TOTAL AIRCRAFT OPERATIONS 
Presidente Stroessner Airport - Asuncidn, Paraguay 

TOTAL OPERACIONES -DE AVIONESAeropuerto Presidente Stroessrer-Asuncidn, Paraguay 

Total Aircraft - Total Aviones 
Passenger Aircraft-Aviones de Pasaje a m -

Total Operations
 
Total Operaciones
 

50, .00 

45,000 

40, 000 

30, 000 

25,000 

15,000 -.---. -

10,000 -- ~ .- - - --- -

Note: An operation is a 
landing or take-off 

5,000 

qNota: Una operacidn es un 
0 , -- aterrizaje o aespegue0 J 

1952 1955 1960 1965 1970 1975 

YEAR
 
A1RO
 

•PRESIDENT ISTAOEUSNER INT[RNATIONAL &IRPORlT 
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FIGURE T TO TA L AIR CARGO 7 

THROUGH ASUNCION AIRPORT 
President Stroessner Airport - Asunci6n, Paraguay 

CARGA AEREA TOTAL 
A TRAVES DEL AEROPUERTO DE ASUNCION 
Aeropuerto Presidente Stroessner-Asunci6n, Paraguay 

- Domestic Air Cargo - Carga Aerea Nacional 
International Air Cargo-Carga Aerea Internacional 

Air Cargo (U.S. Tons)
 
Carga Aerea (Toneladas EE. UU.)
 

7500 -

6000 -

4500- .
i-
3000 

1500--

0 - - - I --
1945 1950 1955 1960 1965 1970 L975 

YEAR 

AINO 

mA a, Awm II~AVlW* W&,nAm.Uem* *in. 
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FIGURE = PASSENGERS 
ARRIVING AND DEPARTING ASUNCION BY AIR 
Presidente Stroessner Airport -Asuncidn, Paraguay 

PASAJEROS 
QUE LLEGAN Y SALEN DE ASUNCION POR AVIONAeropuerto Presidente Stroessner-Asuncidn, Paraguay 

Total PassenAers5 -International Fs se Total Pasjerosrs -Paajeros Irternacinal M=National Passengers Pa!naeros Nacidnal =*I= =1=30 

Passengers
 

Pasajeros 

150. --

135, 000 

120,000 

105,000 -

90,000 ,75,000 

60, 000 

30, 000 

15,000 - a i , , , 

0 -,-,-J 

1950 1955 1960 1965 1970 1975 

YEAR 
ARO 
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*4 1 /minilttgcidn / 4 ciona/ h~- %wopuerfol 6v11el (A.N. A.C. 
ASUNCION . PARAGUAY 

MINDEFENSA . 2o.Piso
 
Telifono 4 291
Inferno soe 	 i'VIIvt1iNLTOJ- DL, JUZLOb I'LTE~tN ij10w,iL63 
AERCPUERTO: 	 LX;1 M.O 1.964.-

Telefonos 2168 y 2070 

iI 	 1 0 pPLz aCI 1 ui 
_ I_.- I _ __VIN TIPO Total - Promedio mens. 

Pan american W. A. I U. A. o.ib., U~a~a. DO 194.- ' 1. ,' 

Braniff Internac. '~I Boeing Ii',____________U.U.SS. 707 --22 226.-__ 18.-
T ' Caravelle 

aerolineas argentinas rgentina A vro 748 83.- 69.- . 

70. 227 22,8	 ,,
 

________ I 	 I

I Caravelle 
Panair do Brasil a Brasil 	 a Ca8 
 256.- 21.- ,


a 2 ~~ ~~ DC- 8 - a 5. I1-a a! 
P. L. U. N. ,. 	 Uruguay Viscount 168.- 14.

r 


Varig-i~eal ..trai. DO-3; j-4b 
I 

, 
I
 

",i 
 Convair 240 , 308.-
 , 25.-
 44 
L. q. P. 6. a. 1 Paraguay 0-46 y DC-4 268.- a 22.- a!I _____________ 	 IJ 

aerotransp.Lit. rgentino Argentina 
 DC- 3 302.- 25.-

Lineas tereas Paraguayas Paraguay a onvair 240 720.- 60.- !!aLia 
 II 
Lineas tereas Peruanas Peru DC- 6 a
I _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _I_ _ _ _ _ _....... _ _ _ _ _ _ _ _ 54.- 18.- !!!
 _ _ ._ _ _ _ _ _ _ j!_ ___ I 

Transportes ,,ereo ililital Paraguay D- 3 3.104.- 256.- ii 

iJ- L , .LI)_,._ Gj _1_4,.._1d 

C-170;1'2,:
;olana Degli Uberti ', Paragwi~y 	 , 1 :1 2! .1 .- , 179.- , 

a 0-45; Bornza a
L. a. T. N. a Paraguay 	 , 2.555.- 212.- ,,

!,a 
I _ __ __ I -1856;C talina , ,I ,eronaves irregulares 12.040.- :1. •3.

aM.O.P.y U.;.erociubes ,
 :O_.- 75.Par.Arg.BrasilUruguay) ! ! 	 !!
 

II. 

Fuerza -era 1arauiuaya varauay a 120.- 10.-

Fuerza ,terea ,rgentina a irgentina a 21d.- a 16.- a 1 

aFuerza itereaL'___ _ Uruguaya__ _ _ Uruguay_ _ _ _ _ _ _ __ __ _ __ _ _ _i_ _ _ _ _ 96.-b a 8.-8, a 

Fuerza aerea Brasilera Brasil 130.- .-

Fuerza aerea nstauo Unido U. J. ti. , 296.- 24.- ,, 

Fuerza ,ierea Chilena ChileI ________________________ -- IA 	 __________________ 12.- a ._ 
Fuerza Aerea Boliviaiia Bolivia 
 2.a-aa
 

I Fuerza iterea Franbesa Francia a 
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Year 1960 Ta. 3 a"1961 44 U 4 It MaWGIT 7 
" 1962 5 " 4." 
" 1963 6 " 7 
" 1964 7 " 6 
" 1965 10 " 6 

2. Taxes paid to GOP, annually 1960-1165
 

Income Taxq Year Municipal Fees Legal Stemps Other
 

O.:26o.ooo 196o 2o oo.ooo 2..OOo.
564.ooo 1961 12.000
20.000 3.000.000.
856,000 1962 20.000 3.1.000 z.860.0oo.

1.210.000 1963 20.000 13.000 
 2.17O.C0,
1.333.000 1964 20.000 
 15.000 2.090.000.
2.378.000 1965 20.000 
 40.000 No info. available
 

3. Other Taxes or Charges.
 

ANBTEW (VHF )Year Social Security Tax Airport Chrges 

196o 440.ooo 
 1.517.000 
1961 490.000 2.030.000 

From 30.000 1962 424.000 
 2.568.000
 
to 0 40.O00 1963 520.900 
 2.682.000
 
per anznum 1964 554.000 1.819.000
 

(1965 635.000 3.720.000
 

4. Investments in Paraguay 

0 6.775.000.-(accicnes en RAPSA)
 

5, Employments of Paraguayan nationals 

Year Number Payroll
 

1960 
 4.400.ooo
 
1961 Averege of2 4.984.000
 
1962 enployees 3.981.000
 
1963 
 4.462.000
 
1964 4.807.ooo
 
1965 
 5.384.0o0
 

6. Purchases made inParaguay 

Year Fuel 
 Other
 

196o A'erage of 30 to 40 -i11'e1s 6.000.000 
1961 
 per anm= 7.000.000 
196 10.000.000 
196 
 7.000.000
im 6.073.000

1965 
 10089.000 

http:2.17O.C0
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7. Airline revenue- Gross Sale 

Year Amomt 

196o 
1961 
1962 
1963 
196. 
1965 

113.660.000 
28.197.000 
49.788.000 
48.381.000 
53.333.000 

.95.000.000 



UNCLASSIFIED 
AID-DLC/P-448/A Draft 
Annex IV 
p. 1lof 2 

LOAN AUTHORIZATION 

Provided from: Allance 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

Absistance Act of 1961, as amended, and the delegations of authority

issued thereunder, I hereby authorize the establishment of a loan
("Loan") pursuant to Part 1, Chapter 2, Title V, Alliance for Progress_
to the Government of Paraguay ("Borrower") of not to exceed four mil lion
 seven hundred thousand United States dollars ($4,700,000) to assist in
financing U.S. dollar and Paraguayan guarani costs of of the
rehabilitation of the Asuncion Airport, Asuncion, Paraguay ("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 (40) years from the first disbursement
 
under the loan, including a grace period of not to exceed
ten (10) years. Borrower shall pay 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 (2k) percent per annum thereafter.
 

B. 	Other Terms and 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 Loan
 
Agreement.
 

2. 
The Borrower will agree io 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 isbursement or issuance of the first 
commitment document, 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
procedures all necessary monies for the payment, as 
scheduled, of all GOP debts to AID or Its pedecessor 
agencies;
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(b) 	evidence that Borrower has available or will have 
available 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. 

4. 	 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.
 

5. 	 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 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 its designee through appropriate Special Letter of 
Credit procedures and shall be used only for procurement 
in the United States. 

7. 	 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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