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PARAGUAY - BRAZIL ROAD REHABILITATION 

SUthARY AID RECO4ENDATION 

1. BORROWER: The Borrower of this loan will be the Goveinment of Paraguay. The Ministry of Public Works and Communications will beresponsible for administration of the construction and implementation
of the project. 

2. AMOUNT: Total cost of the project is estimated to be $5 , OOO.AID will finance $4,680,000 of the projoc. costs which, include
',3.900,000 in foreign exchange and $780,00 in local currency° The3OP will finance the other $780,000 in local currency costs anda condition requiring such contribution will be contained in the 
loan authorization.
 

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

4. DESCRIPTION OF TROJECT: This project proposes the rehabilitation ofthe 205 mile "Brazil Road" extending from Asuncidn to Pto.Pte.Stroessner on Brazilianthe border. The necessar'y work has alreadybeen established by a Brown & Root feasibility 6tudy and consistsof: Section A (Asuncidn - EuseDio Ayala), drainage improveiunt plussurface leveling an reinforcement; Section B (Eusebio jyala - Coronel Oviedo), almost total basr- and su]iace iecons'ruction; SectionC (Coronel Ovieuo - 3aaguad', major ase roinforcement; and'Sectio- -D (Caaguazil - Pto.Pte.Stroe.-,sner), major zurfac;e reinforcement. 

5. PURPOSE OF PROJECT: To assist in financing the engincering andconstruction costs for the necossai7 rehabilitation of Paraguayts
main arterial highway. The importance of this highway to theeconomic, political and social development of Paraguay is demonstrated not only by the $20 plus rillion already invested in its
construction but also by the 
zentering upon it of much of the
 
planned growth of the countryls economy.
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Traditionally, all of Paraguay's foreign trade - save the small
 
though important segment carried by air - has had to travel the
 
1000 mile Paraguay - Parand - Plata river system to reach the ocean;

dependence on this slow,. shallow, unreliable waterway 

has imposed a tremendous economic burden on Paraguay,

with the social costs necessarily attendant on poverty and isolation. 
Now, with the grarting by Brazil of a free port at Paranagud,, on the 
Atlantic, plus the projected paving (under a $25 million IDB loan)
of the Brazilian highway frcm Paranaoid to Pto.Pte.Stroessner, Para
guaay will have the opportunity to reap,the benefits of modera,
efficient, high-speed trucking, following a considerably shorter 
route to the sea,
 

Ir.terona!y, the people of Paraguay have in thve past been forced to 
,,tt,lnot where the best resources lay but where at least some 
transportation was available - and at that, lack of adequate 
transport facilities has been the najor limiting factor in the 
country's overall developmmnt. The promot and vigorous response
of government and people to the original construction and surfacing
of the Brazil Road attest to its importance: the penetration roads 
north from Coronal Oviedo, the numerous colonies to the -ast, the 
public health clinics along the road, the new city of Pto.Pte. 
Stroessner, the and and logging compsfarms stores 	 all bear witness. 

It 	 appears only reasonable to preoervo and enhahce the value of 
these existing ard projected investments ard opportunities by 
rehabilitating the Brazil Road .so that it 
can properly fulfil its
 
intended functions. 

.	 DACIGROUND OF PROJECT: The Brazil Road was built in 3 stag s: an 
initial Eximank-financed portion in 1942-43, built by a U1 
construction firm; extension to Pto.Ptc.Stroossner as a dir- road 
by.a joint Brazilin - Paraguayan Commissior; batoween 1955 aud 
.959; and completion as an asphalt surfaced road by a US con
struction firm and a US consulting enrneer, under DLFnans 14 and 
216, from 1959-65, -7c-Certain216,_fro_1953 ralures in the e. -itin7 road have caled 

for the rehabilitation of a portion of the proposed
project; the remainder of the project is intended to reduce mainte
nance costs and prevent further failures. 
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7. AITERNATE FINANCING: iDRD advised AID on May 18, 1966 that itwould not be in a position to consider a loan 
for this project at
this time and IDB did likewise on 
 Additionally 
on 
 &port-Import Bark ad,ised that notinterested in financing this project, 

it was 

8. COUNTRY TEA4 VIZ,1S: It is thd opinion of the Country Team that thisproj ct is vital to the economic, political and social well-being of
Paraguay and should be given the highest priority. 
The sustained
opening up of the interior of Eastern Paraguay to colonization,
i.armnJng and timber exploitation; 
the relief of population pressures 
.-n th. heavily settled areas around?-raguayan economy Asunci6n; the expansion of thethrough increased accessibility of both internalLxcernaLendi markets; the improvement of tourist and cormodity,.raa* with and throu!J Brazil; and the decreased economic dcoenienceanon t-;e,.- for access to the sea, all will benefit from this 
.",oject.
 

9.. TArTXRT0Y CRITERIA: 
All statutory criteria have been or will be met. 

......SES: Issues presented and discussed in the paper relate to:
 

1. 
inclusion in the project of certain work on Section A (Asunci6n-

Eusebio Ayala).
 

2. GOP Debt delinquencies. 
Discussed in Classified 5upoi:,eit 

11. RECORLT-DATION: Authorization of a loan to the Govcrrment of Paraguay up to Four Million Six Hundred Eighty Thousand Dollars4$680,000), The loan would be subject to the follo-lng terms and 
conditions: 

Interest and Termsof 
ienavment
 

Borrower shall repay the loan to A.I.D. in United States dollars
Wi thin forty (40) years from the first disbursement under the
loan, including a grace period of not to 
exceed ten 
(10) years.
Borrower 3fall 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-hail (2 1/2) per
cent per annum thereafter.
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B. 
Other Terms and Conditione
 

1. Prior to the first disbursement 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 predecessor agencies;
 

(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 and eighty thousand United
States dollars ('780,000) 
for use on the Project;
 

(c) evidence of arrangements (i) for the establishment
 
and operation of vehicle weighing stations along
the Project highway and (ii) for the enforcement
 on the Project highway of the requirements of

Paraguay Decree Law No.22.094 or 
such subseauent

law as AID shall approve with respect to vehicle
 
load limits;
 

(d) a detailed plan for 
the maintenance of the Project
highway and all other roads constituing the highway
network of Paraguay for which Borrower's Ministry
of Public Works and Communications 
 . . - responsible,
which shall include, but not necessarily be limited
 
to plans for
 

establishment of 
department within the MOPC the 

(i) the a reorganized highway 
and establishment

of a road maintenance organization w-!ithin that 
highway department;
 

(ii) the establishrent o: regional mnintenance districts
and the outlining of the responsibilities of 
each such district;
 

(iii) the provision of adequate facilities, equipment 

and personnel for each such maintenance district;

(iv) the maintenance of road maintenance facilities
 

and equipment;
 

(v) the training of road maintenance personnel;
 

(vi) the reorganization of administrative and accounting

offices to support the highway department and its
 
maintenance organization;
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(vii) the obtaining of maintenance experts from


external sources to assist in carrying out
the plan;
 

(viii) the providing and/or obtaining of the finaacing
necessary for the execution of the plan; aad
 
(ix) a timetable for the implementation of the plan;
 

(e) a commitment to allocate to highway maintenance
for the caler years 1967 and 1968 the budgetary
and other resources specified in the plan submitted
pursuant to the preceding sub-section; and
 
Evidence that Borrower has obtained all real prcperty
rights, including easements and rights of way,
required for completion of the Project, or 
shall
obtain such rights in tiLie to permit the orderly
construction of the Project.
 

3. Borrower shall contribute to the Project, from sources acceptable
to A.I.D., the guarani equivalent of at least 
seven hundred and eighty
thousand United States dollars,(.:,780b60o), 
and Borrower shall also provide,
or cause to be provided, any additional resources which are necessary for
the timely compleion of the Project;
 

4. 
Borrower shall cause a nationwide program of road maintenance
to be carried out in conformity with the plan approved by AID hereunder
and shall make available to that program in timely fashion the resources
agreed therein to 
be provided;
 

5. Borrower shall establish and operate, or cause
and operated, vehicle weighing stations along the Project 
to be established
 

road and shall enforce on 
the Project road the vehicle load limitrequirements of Paraguay Decree Law No. 22094, or such subsequent law
as AID shall approve;
 

6. Borrower periodically shall consult with A.I.D. concerning
its implementation of the highway maintenance program referred to
paragraph B(4) hereof. 
in
 

7. Equipment, materials and services (except shipping and marineinsurance) financed under the loan shall have their origin in and beprocured from the United States or Paraguay. Shipping financed under
the loan shall be from the United States, and marine insurance financed
under the loan shall be placed in the United States.
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8. United States dollars utilized under the loan to finance local
currency costs shall be made available to Borrower or its'designee only
through Special Letters of Credit and shall be used only for procurement

in the United States.
 

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

Capital Assitance Committee
 

Loan Officer: 
 Paul Wenger
 

Engineers: 
 Fitzhugh McRee/Harold Monson
 

Counsel: 
 Gerald Flood
 

Economic Advisor: 
 Joseph Pincus
 

Drafted: P. Wenger/J. Pincus/F. McRee
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SECTION I - DETAILED fESCR)TION OF PROJECT 

A. Borrower 

1. Nam' and Des crip.t . The Borrower of this lodn will he the Govern
ment of Paraguay ("GOP"), The administration of the construction contract
an-d the related maintenance work will be the responsibility of the lileistry
,if Public Works and Commuhications (MOPa). 

2. Or nizatirn and E-nni-iece of Adnin sterfnr A c'. The Ministry3 Public Works and. Communications has, in its present £oi'rm ben thor7,overnment agency in of roadcharge construction and mainterance since 1927.OPC has admixistered nimneroufs loans and grantu, both AIDfrom and frcw.,othor lending iastitutions,, and is considered generally comnetent to Trc!feits functions ider this project. An MOPC Uratve- accountinr;admlinisrat and
.nancoing roorganizaticn proposed in connection with the ITRD/IDA road loan
tod the Geot4cnica road maintenance pLn (see Section I.E.2, d) should'further increase MOPCIs ability to make effective .use of available rosourQo.and should rationalize and improve its budgtary support so as to insure 
that adequate resources' are in fe*ct available.
 

3. Previous U.S. and Other A:3si tanco to_ ,rrowJr. AID and its 

predecessor agencies, as well as Eximbaiuk havo carried out both gr. , it andloan programs in Paraguay for over 25 years; for more than 5 years IERD/IDA,iDB and other non-US government units " -have also had ccmo'raole ,re sParaguay is considered w.;ell suited for external conccersion devolo.7.ntfinancing both because -of the high deoroe of need and s t e e,.a micfinancial, social, and political stability of the CCu:ry it4 r..that substantial benefioial effects will accrue from such inncn,. Thedetails of Paroaoayls external financing are diL;ussod Ln Section I (below) and set forth in tabular form as Annex IT!, E1hibit 1. 
B. Historzand Beckround of thePrect 

This road has long been' considered one of the two main highway arteries 

http:devolo.7.nt
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of Paraguay. (The other, Route I, from Asunci6n to Encarnaci6n is presently 
being paved under an IBRD/IDA loan.) Ito construction as a modern road com
menced when Eximbank loans totaling $6 million, granted in 1939 and 1943 
financed a Telford (large stones) base paving and asphalt surfacing of the 
road from Asunci6n to Eusebio Ayala and a Telford base with laterite (a 
local sandy soil) surface from Eusebio Ayala to Coronel Oviedo (plus the 
branch road from Coronel Cviedo to Villarrica vhich is now about to be 
r;a -Pr. under an IBRD loan).. These loans have since been repaid. 

Tn 1955 a Paraguayan - Brazilian joint Cormission ooinmenccd an 
1.r,s'a'faccd continuation of this road to Ptc. Pte. Str 'essnr on the Var'anA 

),r, ,;hich at that point forms the border be-tweon 3razil end Fraaay; 
.> joint projact was undertaken in connt w t th const ction by 

.-..1 of the Friendship Bridge across the Paranz and *;ith the -'anting by 
..... to Paraguay of free port privileges at Par.,anagu, on the Atlantic 

rc7..%z snma 800 1cm from Pto. Pte. Stroossner. This unsurfacod coad was 
':.<..-leted in 1959; severe monetary inflation of both the cruzoiro and che 

';t'ant during the period of construction makes it impossiblo to compute 
-act cost of this project,, but from the scope of work (195 lar of road 

plus 185 meters of reinforced concrete bridges), an estimate of $5 million 
would apprar reasonable. 

In 1958, DLF loan No. 11, for :92.5 million, was r..nt.d for the 
.. rpose of gravel surfacing the road from Cn.1. Cr.iedo to Pto. Pt3. 
Stroossner. The surfacing concept was soon chaned howaver, to Ghat of 
providing an asphalted road, and the funds under' DL7 ]1 prJv/ d 
inadcquate for the task. Therefore, in 1961, DL2 Lean 'o. 216 'as grn-ted

',,7 million, in order that an aiphalt surfaced all weather 
road might Me provided from Asunci6n to the Brazilian orer. Constuation 
roeed.d apace and was completed in early 1,65. '1heD total cost Ct' the road 

thur in excess of ";20 million (closer to i-1illion in term-s of 1966 
ltars). 

Since this ro;ad not only opened up one of tao.es;ot potentially 
mroductive areas of the country, ualso Jprov ide acce5 tusU 
larger and more advanced neighbor, razil1 and throu,,h rzil to the sea, it 
Decame the focus for much related economic anO social development. Nu-erous
olonies, farms, timber exploitation projects, cot2,aisindustries s ores ,farmstieL cottage 

;as stations, reshaurants, etc., plus several public health clinics7 have 
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already opened and many more are in the planning or construction
stages. 
 New penetration roads into hitherto untapped northeastern
Paraguay feed into the Brazil Road at Coronel Oviedo. 
 The Acaray
hydroelectric complex near Pto. Pte. Stroessner will provide cheap power
to all of Eastern Paraguay (plus portions of Brazil and Argentina.)
 

And now the IDB has granted Brazil a '25 million loan to pave
the road from Pto. Pte. Stroessncf to Paranagua, completing Paraguay's
link to the sea 
-
a first class road without the delays and uncertainties
of either a dirt road or the slow and unreliable Paraguay/Parana river
 
system.
 

Yet, even as the existing road was being completed, certain
section of it were beginning to incur failures. Acco cing to,njneers, this breakup theis progressively worsenin.- and uLnle.3 arrsted>' rehabilitation will result in portions o' the road beoanin sartially
useless, with the consequent substantial iminution ofsocial and political valueF that an adequate road could 
e economic,
 

provide. Mhe
remainder of the road requires up-,,adin, to
.. enable 
 t -o c.rn.zfic without undue maintenance costs. 
 The tec. n- .icai
and cost of the project have been established by 
 a Broun, & bol enLtieering-study, dated August 18,-9o), encompassing desigrn standards a,ecuate
1;o prevent further general failures.
 

C. Country Team Comments
 

It is ae opinion of the Country Team that this project is vital
to the economic, political and social well-bing of Paraguay and shouldbe given the highest priority. The sustaincd opening up of he interio
of Eastern Paraguay to colonization, 
arMi 
 and timber 
 •i
 the relief of popula'.ion pressures in tho -eavi1y settled areas around
Asuncion; the expansion of the Paragiayan economy tCough "n... eaccessibility of both internal and external 3arets; t-e imoroveme:t ofboth tourist and commodity trade wit-- and ti,>b-u- Brazil; and eore.s. 
to the sea will all benefit 

economic dependence upon the river for access 
the , 

from this project.
 

AlternativeSourcesof9'. 

,inarinj 

IBRD advised AID on MayiC,1966 that it would not e in aposition to consider a loan for this project at this time and IDB didlikewise on _ Additiohallv on E por-t-InnortBank advised that it was not interest n fiancing this proJe t. 
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fI Enairun Analvsin,E 


.. General Description of Project. This project proposes th rhabilitation of the "Brazil Road" .extending from Asunci6n to the Brazil border at:*Pto. Pte. Stroossnor, a distance of omo 3'27 kilometers (205 miles).purposes of identification the road will b~o 
For
 

" C'0 3 and D, a map 
dividedinto four sections: A,and diagram of.'which nxo shown in Annex II, Exhibits-= . 

Svctiaon A  Aauci.n toEusebioAvaa
built in 1941-42 (73 kin) This section wrisby the U.S. constructi6on firm of R. Heobard under E xifizancing. Under DLF Loan. No. 216 fin'ncing and contract with the U.S,.a 

",)n;IotA:ction firm of Morrison-Knndsen 
 with Brown & Root as Consu.,ig•,n.neers, this section was givene3 surface and edges have 

an additional bit-rainous surface treatm it4since ravlled in numerous places and there havesome base failures. 

Proposed new work consists of seal coating 20 km,* :,..alcoating 53 kms, construction of tile drains and 
leveling ard 

3 pipe culverts. 

-The estimated. cost of this section is $834;,171 of which 238,280•il be the local currency cost.
 

Section B - Eulqebio Aalato Cnel. zedo 5i_. _This section was 
also constructed in 1942 by R. Hebard under Exdibarnk financing and consisted:of a Telford -base with a laterite. surface. 
DL Work under the M-:( contract andLoan io.216.consistedof .blading,off the laterite surface, asy Brown &"Root, specified&nd 'adding a bituminous macadam surface. 
Since constructiono 2:the" bitumirous s'urface numerous major failure' have occured in both the.I.Lrace.'andbase courses which require extensive reconstruction, 

Proposed new work includes reworking and reinforcing tha Telford
#-iese and stubgrade and a new asphalt surface together with several additional

'22Cnagestructures**.
 

The estimated cost of this section is .%2,175,085of which $640COO0
'will. be the local currency cost. 
 .. 

Section "C- Cnal Medo;to- Caagum ('0kin) - This section wasonstruced by the GOP on force .accountunder a management contract with-K with DL Lon N6.14'f inancing. A bituminous seal coat only was.provided 
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under the more recent M-K contract and Loan No. 216 financing. This section
 
has had numerous surface ahd base course failures,
 

Proposed new work consists of recompaction of the subgrade and
 
*c.Lplete reconstruction of three kilometers of base, adding adaitional
 
t)Tickxiess of base course and a new bituminous surface for the entire 50
 
kilometers, and the addition of several drainage struc-;urcs,
 

The estimated cost of this section is $1)il8,747 of which $321,C00 
:,cal currency. 

Section D - Caaguazi to irazil Border ( ) - arTh ',,i. an 
d:.',._ge structures for this section wre cons ructc-!-by t (;1P lhzi 

-:Llian aid. Additional work under Loan No. 216 , oncin 
preparation of the subgrade and construction of baf - -a ,
This section is presently in good condition, buLK btf is 
h:o light to stand up long under present and o:. ioir',d :ut,. t 

Proposed new work cOnsists of the addition of :. Z
 
asphalt surface, which will bring this section fully up:c , r,:.
 
required by the projected traffic 16ads.
 

The estLmated cost of this section is $,315,820 of wh.ich $358 

is local currency.
 

2. Engineering Plan 

a) Technical Feasibility< - The scope of the repair3 and rc-habilit-a
tion required to place the road in first class condition and rinc cost 
e3timates were made for MOPC by the U.S. consul,rng enic, 4rn)-'ir, cf 

-n & Root. This firm had been the consultants in co dsis rd,ar.2 
juostruction of the road under DU'Loan 11o.216 financinq. 

Estimated quantities of work and ini. pricus used L-, the cos
 
-;ti-mates are cornsidered to be rcasonable. Unit prices arn based or- the
 
* 'ntly completed contract with Morrison--Knudscn and ;h!e ?S, Transport
ation Officer, who has been engagcd in the supervision of road contruction 
on other projects, states that said orices are accurate and that no 
substantial rise therein is presently fcrescn,. 
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b) EAginooring Pla'for Execution of Pr j 0- - ]'hth prr- co willi becarred ot inaccodt ' car'ried out in accordanc with construction plans to hr: prop: ,cdi by U.S.aConsulting Engineering firm. This firm will also assist :a :.he advertisingand award of the construction conti act :'Ln-
and provide ongiln-- supoi-ision
of construction. 

The colistruction contract will be awarded 
on the - o ocmpetictive unit price bidding by qualified contractors. 

c) Imolemontation Schedule - As a conditior. pre dc;i- to disbursemc:t of hundn under the project, MOPC will be reciu=rod o e1-.-J -a U.,onsulting engineering firm to supply T'he CrV4 I
Zhe first work of the consultant will "be the 

- ... ata ni 
proOra~ion ,2. L.-3is ind b cd.:.c-umnts. The project will then be advertised £-r blds.,,.... a%itative schedule for carrying out the projet. 

Selection and contracting with U.S,
 
Consulting firm 
by MOPC.. ............ 3 
 e.Preparation of plans, spcLficationw
 

and bid 
documents ................
 0. 3 Mo.
Advertising and receipt of bids, analy

sis of bids and award of Contract, 3 Me,

Mobilization by Construction
 

Contractor .......................... 
 3 !e.
Construction operations ............... 27 M .
 
d) Road intenco Road iL". ha been sadlyneglected in. the past. For this reason, the lo' , 'cnc for DLF LcanNo. 216 required that the construction contrcct ... f te
Prazil road for a period of one year atui- tle end 

-, i 

.- the r-,' J-)UJD under farm-to-markot road pro,,-am is strosun,, road r in zhrough the.. training of maintenance personntel!. 

Realizing the need for bettor maintVeo .OPG -f-.2d thcBrazilian consulting engineering firm of ,otS n.ca S A. crd. TUi/Aloan financing (Encarnaci6n toad Loan) to make c, study s:jaepr, on u-.atenance needs for Paraguay. In the report prescr,15. d "-, i. n, CLfie ar-Laoster plan was proposed for road maintonanc -. 
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...... 
 tpJ. encompasses the reorganization ofthe.
 

ayDepartmnent,
division; the establishment nldn h aneacof regional districts; establishmept of specificequipmrnt requirements ;reorganization,of the administratia'"an accounting.
departmeents; and preparation of tho specific ahnualthe five-year program. Other budgets necessary for
 
assistance 

specific proposals regarding the technical
needed .teimploment and on-tinue the maintenance program wereadvanced. A translation of the Conclusions and Recommendations of the
RapoPt is included herein'as Annex II Exhibit 8.
 
The initial phiase of the overall road maintenance program has
 

already been undertaken through the 
IH/DIDA Enearnac16n Road Loan, wherein31.1 million of the, total loan of $8.2 million was reserved for the purchaseof road maintenance equipment to be used on a nationwide basis by MOpC 
 in
accordance with tha overall Geotdcnica plan. Presently. $0.3 million has
been disbursed and expenditure of the remaining balance 
has been authorized,under which equipment orders are presently being placed. 'The CO has fileda further loan-application with the World Bank for $2.5 million for theoc-ne purpose, but no action will be taken on this proposal until the GOP
as acquired the foreign highway and equipment technicians' as proposed in
the Geotdcnica plan, to review the loan application and certify to the
validity of the needs embodied- therein; said technicians are expected by140PO to be on board by May, 1966.
 

It is contemplated that the equipment currentlyfor MOPO s existing trained personnel and 
on order will sulpficethat further purchases would bedelayed until late 1966 to allow for the utilization of the newly acquired
equipment and the training of additional MOPC personnel. 

The MOPO will be required to show evidence of implementationthe Geotdcnica plan as a condition precedent 
of 

to the initial disbursementunder the loan of funds for construction. 
Also, a covenant will be written
into the loan agreement requiring the borrnwer to make adequate provision
in its annual budget for funds to uroporly maintain the road.
 

e) Comnliance with Section .611of FA -
road with an established plan, profile, 
Since this is an existing

and grade., the quantity estimates 
are considered to be more accurate than is usual at this stage of a highway
project. 
Also the unit prices used in the cost estimate have been based on
the recently completed construction contraqt for the road. Additionally,
the contract for'construction will be awaraed on a competitive bid basis.
 

In view of the above factors, it is determined that the pertinent

technical requirements of Section 611 have been met.
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1. Parvayt g EconoMic Situatiio 

Paraguay is a virtually landlocked country in central South Americawhose mnly access to the sea is via the thousand mile-long Paraguay-Parand-;Plate river system, which is subject to seasonal and unseasonal declinsyby shifting shoals. It has an area of 157,000 
square miles (rnughly the size of the-State of California) and a, populationof about 2.C000,000. Paraguay is one of the least developed courtriesLatin America; its per capita product -estimated at 231 for 1965 - is 

of' 

roughly con' arable to that of Honduras or Nicaragua. 

The knowen natural resourceo of the ocLntry are g:azing and agricil
'ural lands mnd forest, products. These natural resources are substjantial-y
undor-utilized at present and could support a much hig-or standard of living
if they were developed. In general), the development of the country priorto 1958, was confined to a ealatively small area in the south centralportion of Eastern Parg.>-y contaL-ing loss than 1o;' of the countryts aro%The choice of this area .for development was based on its o,.se of access n' ease of de';olopment rather than it3 soil quality or natural resources. Tis area is bounded on two sides and bVseoted by navigahe rivers whicl, inconjunction with Paraguay's only Jiter-city railroad (Asuncin-Villarrica-
Encarnaci6n), provided the minimal tr'ansportation system necessary for
 
development.
 

Development outside this area h-as been very slow duo to tho lack of 
a transportation system; cezzunication ard access to market areas prior1958 was largely by the mcst prirmidtive of excart t-ail or 

to 
on foot. Thislack of transportation facilities forced the bulk of the rral populationto farm on a subsistence basis, wi.th the attendant evil. of bkardness,
 

lack of opportunity, etc.
 

At the present time, only thlree trw'L hIhways servo the ntirocountry: the Trans-Cllaco -i;ghVay, which et:,nds in a north-esterly directionfrom Asunci6n to the Dolivian border) completed as a second class dirt roadin 1961; the Enca.rnaci6i Road, which extends in a socutheas-cerly direction
from Asunci6n to the Argentine 
 border aid which is now being surfaced underan I3RD/IDA loan; and the subject hiwhway of the project herein oonsidred)* 
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the Brazil Road. A future fou:. th trunk highway, presently under construction 
as a second class road, is 'Oht running north and northeast from Coronel 
Oviedo, tying in the resource-richt population-poor northeast with the
 
artorial Brazil Road. Additionally,, short sections of feeder roads,most of 
them built since .1958under the GOP's intensive self-help road program,branch
cirf from the trunks, giving the present road system a length of approximately 
" kiometers. 


Ao x II, Exhibit 7.
 
* J Itscomposition and course oidevelopment are set forth in 

The most important of these shorter roads - the Coronel Oviedo-
Xlllarrica Road, which is to be paved under an I2D loan- ties in Paragys 
.uL; &.r four cityj Villarrica, rlth the Brazil Road and the number one (Asun-.

a) five Oviedo) cities; when the railroad is clopedand number (Coronel 

ouo in zhe early 1970's as projected in the IED repor%, the only means of
 
; 'anrportation between Villarrica and Asunci6n will be via these roads.
 

In late 1962, under Joint AID-'M0PC financing, construction "boganon 
a farm-to-market ro .dsystem (including certain penetration roads) branching

Brazil Road. These farm-to-market roads are serving to stiua2ate 
o,.icultural production and the harvesting of 'timber prcducts, and incrnase 

the national wealth of the country throgh developing markets for the
 
-,,'!ce of rural communities and forest 
areas. This farm-to-market road
 

construction program continues to be a successful undertaking and has made
 
substantial progress in breaking down the barriers of rural isolation. 
This
 

turn leads to a better understanding between ,citizens of the country and 
opens the way to the introduction of better educational, health a other
 
facilities nocespar-y to an improved stardard of living. A good eample of 

* social benefits is the opening nf a series of small public health 
clinics along the Brazil Road between Coronel Oviedo and Puerto Presidente 
Stroessner. 

2,Relati-,ni of Project to U.., A ,iist rco Strito r 

The Brazil Road project conforms with the priority goal of the U.S. 
Stance Strategy to increase agricultural production in Paraguay. By

opening new agricultural areas to colonization and devolorzent, as well as 
T'-oving ac-cess to markets and to the river system, the existence of the 

z-o d permits the GOP to implement programs of 2and reform, supervised credit. 
and development of cooperatives that otherwise would not be possible for some 

UNOLASS IFIED 
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time to if.at all.come, These programs serve to promote political andeconomic stability in the count:"y, to reduce social pressures in the overpopulated area, of .the capital city, Asunci6n2 and to Z"-'ve impetus to the

forces of progress 
 in every sphere of Paraguayan life.
 

At Coronel 
Oviedo the east-west Brazil Road intersects the northsouth penetration road currently under construction, as well as the soonto-be-paved.,Villarriea road,. The Brazil Road also lrncs with the Trans-Chaco Road at Asunci6n. Togethor, those. roads theform backbone of thenational highway system to which AID s program of farm-to-mairket roads 'isdctxectly related. Thus the brea]kdoim of the Brazil Road would have a(>scelarator effect on other U.S. GOPahd investments in highway'transpor
G'ation and in the agricultural sector of the economy. 

Moreover, to the degree that this road were allwed to doteriorate,'the 0 plus million already invested therein would be lost. Alternatively.,
the countryfs resources would be frittered away in the attempt to maintain .i 
an inadequately cunstructed facility. 

3. Relation of Project to Economic Develooent
 

a) NMtional Consideratjo
 

During recent years Paraguay has invested 
about three-quarters o.Cits public funds in roadbuilding. The most outstanding enterprise of thiskind is the project road, running from Asunci6n to Puerto PresidentoStroessner, on which over -20 million has already been spent. Connected bya concrete bridge is the Brazilian port of Fez do IguazA, fron which pointa Brazilian highway rims east to Paranam4 on the Atlantic coast; this high -way is about to be paved, parsu ni to IDB financing. The area penetrated bythe Asunci6n-Pto. Pte, Strossnor-arannLAmui highway constitutes the principaldevelopment thrust i the 1965-1967 Economic ar Social Development Plan of 
Paraguay. 

The following programs are directly related to this highway; 

i. Studies within the triangle., Asunci6n-Encarnaci6n-Pto. 
Stroessner, with a view to selecting the areas 

Ptoo 
of greatest potentialities.,and planning roads to intensify agricultural and lumber production in that 

TUINCSS IFE
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area. The cost of these studies is calculated at US 7579000; the road
planning aspect was cn6mpleted at the end of 1965. The purpose of this 
program is to incorporate the Department of Itap-da with those parts of the 
Departments of Caaguazl and Alto Parar4 affected by the Brazil Road. 

(ii) The hydroelectric plant at Acaray. Heavy equipment for con
stroction of and installation in the plant is being transported to the 
plant site v-ia the Brazil Road. This project is related to others whobe 
objectives are the improvement of electrical services in Asunci6n and the 
~~. tification of cities in the interior. It is also associated with the
.
 
7:"rm of regional integration arising from studios made by the Economic
 
..... .g Council (COPEI) of Misiones, Argentina and the Study Center for
 
*,>e Socic-Economic Development of Itap-da (CEPRI) Paraguay, To that end! 
c:th . isiones and Itapila are to consume electric current generated by the
 
.7d. lectric plant at Acaray.
 

(iii) Cclonization and urbanization of Puerto Presidento Stroessner.
The purpose of this undertaking is to prcmote economic growth in a zone 
rich in virgin resources. The administration of the project is entrusted 
•co a Special Commission, whose intention is to industrialize the agricul
tU-ra:L production of 125,000 acres. The colony currently comprises 700 
families; each family are owners of a production unit consizting of 25 
hectares. The Commission already has obtained a loan from IDB for a total 
of U." 910,000, part of which has been earmarked for the ptu'chaso of 
machinery and equipment. It is balioved that mechaization of the project 
will 'increase the revenue of the Commission and enable it to oCtend its 
inqvestrents.
 

(iv) The Institute of Rural Welfare (IBR) is both iLnlomontirg and
ox,7nding an extensive Colonization Progrm,. In Paragay, it is essential 
to increase the agricultural area under cuitivation in order to sustain 
output growth. At presont, the greater part of agricultural production 
Ls centered in the Asunci6n area, where ororpopulation, excessive fragron
tation of holdings, soil eiaustion, Aimulticrop e:ploitation do not 
perm.it 6ommercial production to ta'ke Dlace. Bosidos; many farmers are only 
te-.=its, or even squntters, not having titl to lands they cultivate. 

The distribution of land to colonists has brought about a transfor
mation of the area on both sides of the highway between Coronel Oviedo and 
Puerto Presidente Stroessner (map attached hereto; Annex III. Exhibit 3): 

UNCLASSIFIED
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The highway has converted the forest into zones of productive activity ithas created a demand for land which$ previously, had no commorcial value;
not more than nine landowners possessed a total of 3,000,000 hectares in
this area in 1940.
 

This transformation of land holdings in areassible by the now renderednew highway was further aided acces
by social reform andmeasures: the land redistribution law empowers 

self-help 
and to the government toindenmify owners oxpropriateof areas in excess of 10,000 hectaresperson in the eastern part 

owned by one 
hectares of the country, and any excoss over 20,000in the Chaco2 provided such lands areraa!zer. At the not farmed in a "rational"salie time the Institute of Rural Welfare hasof, thousands settledof colonists in areas: opened by the 

ten-s 
highray;hare these colonistsreceived financial assistance both from IRDevelopment Bank administering ftunds from 
and frcm the Nlational 

an XDB/SPTF loan, rhough muchremnins to be done in this area.
 

For an analysis of the 
 colony situation by theUSDA/PASA team, see Annex leader of the USAID/III, Exhibi 3. 

An indication of the increasing importance of the portion of Paraguay newly served by the Erazil Roadthe as an agricultural aria isfollowing production statistics for major 
jh.rn in 

Oaaguazd crops in the Departments ofand Alto ParanA for the years 1958 and 194, in metric tons S 
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ALTO PAR!A. 

Crop. ~ eJ$ %~ 

lbanioc 
 22,700 1042550 
 723.2 21247 27;980 148.8
Sugar cane 23,790.. 62;i DO 162.3 96.2968 1,900Corn 12,7G0 24c520 14.3 
 1v700 3,750 o06
13Wotpotatoes 
 3,768 l0300 173o3 
 598 700 
 17.0
!otton 
 1,436 . 3,020 110,3  80
Sifa 
760 1,760 131.6 
 68 80 17.6

735 i 5C0 104,0
''J.t (1959) 1,020 .22 

-
50 316.7570 -,-al  _
"ions 178 10280 360,4 9 80 788.9


330 720 132.3 1 " 60 ' 63j * lOl00 3.,020 
 1990 123 330 168,3 

A- seen from the foregoing table, major increases have occurredn.,, bnly in crops for >m.stic conomption (man.c cmpeas corn, c ",)ns.oL,,on) but also in thoso destined pri-carily. for e:.Tort (sugarcano9 tobacco,,qanuts1,, However,, the 85,000 square kilometer area that .4iJJ1.sorvedboJi'cctly by the proposed highway betterment is still for the most partundeveloped; roughly 60% of.. it is heavily timborzcd with high quality hrdwrocd forest, slightly rolling in torrain, with little present agricultureexcellent. soil and climatic conditions. On the*basis of 50 hectarefarms, the area would provide for 170,000 farm units which in turn couldsupport an ultimate farm population of over a! million. 

As shorn in the table belaw, going eastward from the Central Dopartmint the level of industrialization in the areas now penetrated by the>.zil Road dropz sharp - in..-zuch as the data arc from the 1963 economiccensus, and hence r tco- the situatic.n prior to the paving of the Brazil .. oad, it is to be ex-octod that the opening of the road will generate,.bsz3ntial new manuilat- Lg ost"lty such as sawmills and food processingplants along its route and .in areas connected by feeder roads. Thisindustrialization w-ll be a-celerated hy the construction of the Acaray<,iroejectric power prol}cot of 45,000 kilowatts. Ths project is expectedo nave greater empl:ymnt and inome effects in the next several years
than any other single project in Paraguay. 

T..UI.SS IFIED 
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Industrial Statistics, Census of 1963
 

No. of Persons Vaue of 
 Value
 

Estabzlishment5 Ernloyed Product i ddedTiz 

Paxaguay 584~5 
 36_52 1.z61 .5,682
 

Department
 

Central 
 2V374 192375 Il,071 
 30920
Cordillera 
 992 3,750 246 119Oaagua,,d 249 833 121 58;lto Parand 22 177 31
 

a In 0 Ipooo ,o 

The expected impetus which the Brazil Road and .. caray H erooLc.tricProject will give to the countryls industrial development efforts shouldenable Paraguay to benefit more brcadly from its participation in the LatinAmerican Free Trade Association, by increasing it3 exnorts of processed andsGm-procussed agricultural products to other '-rrober ccuntries0 

The pissibility of producing wood 
zone pulp and paper in the Alto Parana- also served by the Brazil, Road - was studfnd in Pa:raguay many yearsago. Notwithstanding the tisfactory technical conclusions of the e:orts,no cellulose or paper manufacturing plant as installed, partly, at least,due to the absence of adequate transport for the finished product. Now, theAninistrative Cor:aizon of Puerto Presidente Stxroessnor has; in 1965,initiated anu'sery to produce half a million Pine trees in the colony. 

The future for a lumber irdus'Zy in Paraguay is definitly unccura-ng.The population of Latin America is expected to grow frcm 220,Cc0COO to320,000,000 during the noxt 10 yecas; this growth will create g-eator dema dnot only for housing but also for booics and nowspapL.s Between 1960 and.1970 the increased- demand for lumbor in Latin America is calculated a.t 226million square feet. With regard to other markots;, the FAO estimatothe demand for lumber and paper 
that

in-North -znrica., Europe) Australia, ar.dJapan will have incroased from 3,767, 6.458 million square feet ard 60to 
to 150 million tons, respectively, between 1960 and A few ago1975. years 

UNCLASS IFIED 
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Europe was still a foremost exporter of lumber products; it is now importing lumber to a value of 600 million dollars a year. Furthermore, no 
increase in its production is possible, as its forests are already being

fully exploited. 

Studies of forestation possibilities in Paraguay: have been initiated
by technicians assigned by FAO. It already has been recognized that the
 
area of convergence of Argentina, Brazil, andlParaguay in the zone of Alto
ParnnA offers ideal conditions for producing the species of trees required
for the manufacture of cellulose and paper. It is certa.n that the rapid
V:'m[-tx of'coniferous trees in this prolific zone will assure costs lower(_-an ,those in the traditional paper producing countries which are less
 
f.,';: -cd climatically. To quote Ing. Lucas A. Tortorelli, forest technicianof FAO. "In Paraguay, trees do not stop growing during 12 months of the 
yer; in Scandinavian countries and in Canada the growth of trees is limitiato six weeks in summer, during which time the temperature is suitable for 
'eval-Opment of the plant." 

b) Plan Preoared by the World Bmik for DE velonment of the Triangle:
Asunci6n-Encarnaci 6 n-Puerto Presidente Strcessner 

A complete Report based upon studies of the Bank is expected by May1966; its total scope of expected recomendations is not yet k,,no-,m. Ho ,ever,they have indicated that they are considering a plan to build two highways:
one running north from Encarnacion to join the Brazil Road near Pto. Pte.

Stroessner; the other running in a southeasterly direction from Villarrica

to Carlos Anitonio L~pez on the River Paran between Encarnaci6n and Pto. 
Pte. Stroessner. These highways would offer the zone of Itanra 
alternatives of transporting its production overland to Paranagua, 

the
Brazil 

or shipping on the to Buenosit River ParanA Aires. Bank technicians
attach great importance to surface conditions on the Brazilian stretch
the highway to ParanaguA; the IDB-financed paving of such highway should

of 

greatly increase its relative attractiveness as a transport medium.
 

Transportation by the River Paranal is rendered difficult by theAnip rapids downstream from Encarnaci]n; the only practical solution to
this natural obstruction wguld appear to be the cutting of an auxiliary
canal or building d costly system of dams. Such an enterprise, jointly 

UNCLASSIFIED. 
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The flow of foreigners through hotels in Asuncion (for
 
tourist or other purposes) has grown as follows:
 

1960 10,751
 
1961 11,931
 
1962 13,060
 
1963 15,925
 
1964 21,934
 
1965 25,281
 

(e) International Considerations
 

Paraguay's surface connections with other countries have
 
been limited to its river systems, feeding into the Rio de la Plata,
 
and to the railroad which crosses the Parana by ferry at Encarnacion
 
and proceeds through Argentina to Buenos Aires. An alternative route
 
to the sea will thus be provided by the Brazil Road and its soon
to-be-paved extension across Brazilian territory to the port of
 
Paranagua on the Atlantic Ocean, where Paraguay enjoys free port
 
Privileges, This 682 mile Asuncion-Pto.Pte.Stroessner-Paranagua
 
road puts Paraguay only two-thirds as far from the sea as the 1018
 
mile river trip from Asuncion to Buenos Aires. While comparative
 
data are still unavailable, it is quite possible that the shorter
 
and Very much faster road haul will bring highway user costs to
 
competitive levels with water transport, especially if the costs
 
of delays involved in shipments by river during the low-water months
 
are discounted. There are 15 "passes" or shallows in the Paraguay
 
River between its confluence with the Parana and Asuncion. At
 
various times it is necessary to unload cargo into small craft at
 

these points to get the goods to Asuncion; the cost of river transport
ation in Paraguay then rises enormously. it has been estimated
 
that river transportation alone adds at least 10% to the cost of
 
imported merchandise at Asuncion.
 

Another factor to consider is that with growing industrialization,
 
the composition of Paraguay's export trade might be expected to include
 
more items of higher unit value, which could absorb the cost of land
 
transportation if this were to prove higher than that of the wate2
 
route. Also, the improvement of the Brazilian portion of the road 
will permit the utilization of larger - 'acity multi--axle vehicles, 
including trailer trucks, for the long hauls; provision of road suitable 
for such multi-axle carriers would serve to lessen the economic pressure 
for overloading the single-axle trucks currently utilized. 

UNCLASSIFIED
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The Brazil Road also serves to greatlyenhance Paraguay's trade with 3razil and Uruguaj and with some portions
of Argentina. 
Moreover, Brazil has adopted measures to facilitate the
importation of Paraguayan produc,s under the LALFTA agreement. While
has been difficult for Paraguay 

it 
co take ful advantage of these 

concession because of higher industrial productivity in Brazil, the 
potential exists for exploiting this rarkct. 

In short, Brazil has taken the stops to provide a paved road fromthe Rio Pqrand to Paranaga; i c. financed the construction of a bridge
across the river to Pto.Pts.St'eoe~nu-; it is planning to construct 
necessary storage facilitis a:, th free port of ParanaguA and it has=zde imporbant trade concessio.s. These ;ctivities on the part of Brazil are largely predicated on the continucd -idstnce of a first class roarl 
-n Paraguay capable of carrjing heawy traffic all year around. 

UNCLASS IFIFD
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4. Cost/Benefit Analysis 

Since this project propose. the rehabilitation of an
existing road, it is well suited to a cost/benefit analysis based
upon reasonably firm estimates of the anticipated savigs in
transport costs multiplied by the projected traffic volume.Certain portions of the more comprehensive qualitative economicanalysis hereinabove contained are, of course, only indirectlyquantified by this method;.however, since, the direct and
necessary relationship between economic growth and expansion of
transport clearly encompasses these other 4,octors, it is
ocasidered that the more accurate system of quantification hereincontained is the analytical tool which, being available, is most'

effectively employed, 

a) Local Traffic - Traffic counts on the Brazil Road have been
obtained from toll station records wiic h have been in existence
for as many years as the particular 3ection of road. Basedthese records fuel consumption, upon
and vehicle registration records,the consultants (Brown & Root) have estimated a traffic rate of
growth of 7% per year compounded, or 100% per 10 years. (AnnexII Exhibit 7). This Brown & Root calculation is conservative in
that it is based solely upon a projected increase in the number
of vehicles, and assumes the number 9f kilometers per year pervehicle will remain unchanged; although this was true in thepast, it is only recently that better roads, a more marketoriented econo- and a population moving outward frcm the concentrated Central/Cordi]l.era area have tended to impel greaterannual use of each vehicle  trends that are expected to
continue and expand. An even more conservative estimate of 50%increase for each 10 years has been used in the computations
insofar as Section A is concerned, since this 
 .tion traverses the
already built-up Central/Cordillera area and presently has over
three times the traffic voluse of the next section (B). However,in order properly to reilect the dynamic economic growth pa+'-rnhereinabove discussed, the Brown & Root projections have beenused for Sections B, C aid D, where the develapmental activities 

are concentrated.
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The following table shows the average daily traffic forsections A, B, C, D, for 1965, with projections for 1968, 1978, and1988. (Due '-o the proposed IBRD paving of the ro.d be tween Cnel.Oviedo and Villarrica, plus the new AID roads north from Cnel.Oviedo, it has been estimated that the traffic west toward Asunci6n, would be increased by 50% and traffic east would be increased
by 30% between 1965 and 1968. 
The toll station records showing
one way traffic for 1965 are contained in Annex II, Exhibit 7). 

ADT-

SECTION 1965 1968 
 1978 1988
 

A 1100 1650 2475 3712 
B 330 495 990 1980 
C 220 285 570 1140 
D 140 180 360 720 

b) Brazilian Traffic 
- It is contemplated that the rehabilitation

of the Brazil Road into a first class highway will help attract an increasing number of vehicles "rom Brazil, particularlyconjunction with the forthcoming paving 

in 
of the brazilian portion to


the coast. These vehicles will 
make a direct "new money"contribution to Paraguay through their payments of tells and the
 gas tax. In computing cost-henefit ratios this new money
contribution will be considered as 
reducing the annual cost of the 
road.
 

An examination of the customs records at Pto.Pte. Stroessnerindicates an average total of 48 vehicles per da, crossed theBrazil border during the period April 1964 to April 1965. (Paving
of the road was 
completed in IMarch, 1965; the "Friendship Bridge"across the Parand was placed in service the oa.e month - previously,
crossing was by ferry). From this value it is estimated that the1968 Brazilian traffic will be. 40 additional vehicles per day.
Increases for 1978 and 1988 are based on an estimated 50% increase 
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for each 10 years, an extremely bonservative figure in view ofthe.paving of 	the Brazilian portion, with its attendant increasein both truck and tourist traffic, plus the prosp,2rity andconsequent expansion of leisure time and discretionaiy incomeBrazil is expected to enjoy durihg the cited period of time. 

c) Motor Vehicle Operation Costs 
- An analysis 	of motor vehicle
operation. costs in Paraguay, which was made by Brown & Root,shows a saving of 4.6 cents per kilometer as a weighted averagesaving to all vchiles .inoperating over pavement in goodcondition as against an unsurfaced road (Annex 1I, Exhibit~10).?rom this value and the condition of surfaces of the varioussections as 
they would be if the repai-s were not made. the
following values in cents p(r~kilometer per vehicla have beenderived: Section A, 1.0 4; Section B, 3.0 
 9-ection C, 2.0 	4-;
Section D, 1.0 	4. 
d) Road User 	Savings - Using the values of project4d traffic
and savings In operation costs to vehicle.-, the following tableshows the total annual savings for the z actions A B C D for the 
years 1968, 1978, 1988. 

ANNUAL ROAD USER SAVIGS
 

LEhMTH VEHICLES DAYS PER AN1JUA.ISECTION Kms. A D T SAVINGS YEAR SAXIi,:GS YELR 

A 73 1650 0.01 365 $ 4h0.000 1968 
2475 i 
 660 000 1978
3712 


990CCO 
 1988
 

B .59 495 
 ,03 365 $ 320,030 1968
 
990: . 640,000 1978
 

1980 0j 1280,)00 1988
C ' 50 I' 285 0.02 365 $ 1O4,(CO 1968
 

570 
 1 	 208,C)O 1978 
_ _I40 _ _16,0)0 

D 	 180 0,01 365 9 61 

720 
$ 95,3(0 	 1968 

381,20) 1988 

UNCIASSIFIED 
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e) Annual Cost of Road 
- Using an opportunity rate of interest

of 8%, the following table shows the annual amortization cost
 
of each of the road sections A B C D,
 

ANNUAL ROAD COSTS
 

LIFE ESTIT 
 AMDRT. 
 ANNUAL
SEC. ROAD FACILITY 
 YRS COST * FACTOR COST 

A Grading - Drainage Str. 30 $ 98,000 0.089 $ 8,700 
.Surfacing 20 7361000 0.102 75,100 

$ 834,oCo $ 83,80o 

B Grading, Drainage & Base 30 $ 602,000 0.089 $142,500 

Surfacing 20 573,000 0.102 58,500 

i$2,17,0 2o-1c 

Grading, Drainage, & Base 
 30 $ 622,000 0.07265 $ 55J300
 
Surfacing 
 201 487,000 0.08718 49,700
 

$1,109,000ol5, 
 000 
Surfacing 20 $0,31600 y 

* Includes Engineering and Contingencies prorated co the particular 
section. 

f) Brazilian TCraffic Contribution - here are three zo!l stations 
on the road each collecting a tol of 50 guaranies pervehicle.
Tolls are collected for trnffic in only one direction; there
fore, a vehicle in making a round would ay only 3 tls.
The toll contribution per v'eicle has been distributed to eachsection of the road in proportior. to its length. The gasoline ta:e
in Paraguay is 7.30 guaranies per liter. Tn comuting the gas
tax per vehicle for each section of the road, gasoline consump-vion
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for the average vehicle has been considered as a liter for
 
each 5 kilometers of travel. 
This tax has also been distributed
 
to each section in proportion to its length.
 

The following table shows the total contribution of Brazilian
 
traffic for each section of road for the years 1968, 1978, and
 
1988.
 

CONTRIBUTION OF BRAZILIAN TRAFFIC 

LENGTH TOLLS GAS DAYSTAX ANNUAL
SECTION KMS ADT PER VEH. PER VEH. PER YEAR CONTRIB. YEAR 

A 73 4o 
 0.19 0.85 365 $ 15,200 1968
 
60 22,800 1978
 
90 34,200 1988 

59 406o 0.15 0.68 365 18,100 i1978 

90 27, 200 1988 

C 50 4o 0.13C ,06o 10,300 197815,500 1978 
_ 90 __ 

_ 23,300 1988:__ _ _ _ _ _ _ __ _ _ _ i 

D 145 1 4o 0.38 1.68 365 30,0OO !968I !60 45,0oo 978 
90 67700 1988 

g) Cost-Benefit Ratios - The following table shows cost-benefit ratios
 
for each section of the road considering the annual cost of construction
 
and annual traffic benefits reduced to their present worths at the 
beginning of the construction period using a discounz rate of 8,. 
(An

additional substantial economic benefit accrues from the reduced cost of
 
maintaining a well-built road as contrasted with trying to keep a
 
deteriorating road from completely disintegrating; this saving has
 
not been included herein.)
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COST - BENEFIT RATIOS

($1, 000) 

INCLUDING BRAZIL TRAFFIC PARAGUAY TRAFFIC ONLY 

SECTION PRESENTWORT-if PRESENTWORTH COST PRESENT.WORTH PRESENTWORTH ,COST 

TRAFFIC CONSTRUC- BENEFIT TRAFFIC CONSTRUC- BENEFIT 
BENEFITS TION RATIO BENEFITS TION RATIO 

A $ 6,415 822 7.8
0 $ 6,200 $ 822 7.55 
B 5,582 1,970 2.83 5,418 1,970 2.75 

2,036 1,030 1.98 
 1,890 11,030 1.84
 

D 2,298 1,315 1.75 1,855 1l315 1.41 

See ANNEX II, Exhibit 9, for present worth computations.
 

5. Ability tc Repay the Loan 

a) Balance of Payments - Paraguay's balance of payments
situation has historically tended to fluctuate with the 
ups and downs of her economy. (So, too, has her gold/foreign
exchange reserve position; Annex !II, E:hibit 2). Exports

and imports for the years 1954-1965, based on the Cenural
 
Bank's balance of payments data, have been as 
follows, in
 
millions of U.S. dollars:
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YEAR EXPORTS, F.O.B.-, IMPORTS 
F.O.B. BALANCE
 

"1954"g -34.8. 
 34.4 0.4.
1955 38.2 30.9 
 7.3
1956 36.3 
 30.6 
 5.7
1957 36,1 37.9 
 - 1.8
1958 33.6 42.3 
 8.7
1959 35.4 
 36.5 -1.1
1960 36.5 
 43.9 
 - 7.41961 43.1 
 47.8  4.7

1962 
 39.6 
 40.3 
 - 0.71963 38.7 40.6 - 1.9.
1964 45.4 44.4 

1965 (P) 60.0 

1.0
 
51.0 
 9.0
 

(P -. Preliminary estimates of the Central lBank of Paraguay,

January 1966).
 

However; 
 he effects of the Alliance for Progress in focusing

both exter'nal and internal attention upon'the requisites of
 
orderly growth through the rationalization of economic processes.

have given rise to a degree of cautious optimism for the future.

In their thorough and searching analysis of the Economic Position

and Prospects of Para 'ay, the IBRD Mission estimated a growth in
the value of exports (in constant prices) of 6% a year between
 
1965 and 1970; (The increase wqs 7% between 1963 and 1964, and
32% between 1964 and 1965). 
 This estimate was based on their

views of domestic production prospects of, export corrodities, on
 
long-term market prospects, on the likely availability of transport facilities, and dn present and proposed Paraguayan measures
 
to promote exports.
 

With respect to imports, the IBRD Mission projects an

annual expansion of 7% between 1965 and 1970, as compared with
5% a year during 1962-1964 and 15V between 1964 and 1965. 
 The
 
projections are based on import requirements by the public

sector and on tho estimated import component deemed necessary

to bring about a growth of 5-6% a year in GNP during 1965-1970.
 
(Projections of import requirements of investment goods 
can only

be rough approximations, of course; they Yril fluctuate with
 
disbursements on project loans on ongoing and possible new

projects). Inasmuch as the IERD Mission had the most staff and

time to devote to trade projections, compared to the USAID and
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CIAP, we may use the IBRD data for purposes of analysis. The
 
balance of payments situation accordingly is expected to be as

follows during 1966-1970, in millions of dollars:
 

1966 1967 1968 1969 1970
 

Current Account
 
Balance 
 - 28.5 - 29.6 - 19.4 - 14.7 - 12.8 

Capital Account 35.3 34.2 19.9 15.4 12.9
 

Increase in Reserves 6.8 46 0.5 0.7 0.1
 

- The result of the above operations would produce an increase

of $12.7 million in Paraguayls exchange reserves during the
 
years 1966-1970. The projections are premised upon the
 
continuation of internal and external monetary stability, and
 
upon the development of institutions for preparinig adequate

feasibility studies of high priority projects and for implement
ing development projects aid programs.
 

b) Fxternal Public Foreign Exchange Debt
 

The external public foreign exchange debt of Paraguay, out
standing as of January 1965, was equivalent to $65.3 million.
 
The interest and principal paymncnts aru estiratud at $6.8 million
 
in 1965 and $5.3 million in 1966, an.-i scheduled to remain
arc 

under $6 million during the refninder of the 1960s. These
 
service payments represent about 13% of estinated exchange earning

in 1965, 10% in T966, and will decline to around 9% in 1970. In
 
addition, service payrents on external private debt are roughly

$1 million a year during the re:aindc- of the 1960s.
 

If programmed new borrowing were 
to take place, there would
 
be a modest rise in these service payT.cnts in 1966, by $0.3
 
million. By 1970, these service payr.
nts would ri3e by $2.7
million, and the combined foreign exchange service on new and
outstanding external public debt would apprcach 13% of projected
export earnings in 1970. ;n additional one third of the 
external debt of Paraguay is repayable in local currency. The
 
outstanding amount of this debt is equivalent to U$S 34 million,
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and service payments in 1965 amounted to the equivalent of almostU$S 2 million. Combined external debt uervice payments due in
foreign exchange and in guaranies absorbed about 50% of grosspublic savings in 1965, and even with the projected rise Unpublic sector savings may still absorb almost 40% of these
 
savings in 1968. 
This high ratio derives from Paraguay's

extensive need for external resources to mw.tch its limited

domestic savings in carrying out its development efforts.
 

Paraguay currently has a favorable external debt structure:
the aver..ge length of maturities on the outstanding debt is

between 15 and 20 years, and grace periods average about 5 years.

The average interest rate on outstanding loans is more than one
third repayable in local currency and less than two-thirds in
foreign exchange. It is imperative that this favorable debtstructure be maintained, since any s.gnificant departure could
generate an unmanageable debt service burden and adversely affectParaguay's credit worthiness. Thus, short  and medium - termborrowing should be avoided. Paraguay needs to obtain its
loans on a very long-term basis to maintain its creditworthiness,
and such loans should provide substantial financing for local 
cost requirements as well. Under such 5errs Paraguay vrill be 
able to service its external debt. 

Estimated External Debt Services Payments in Foreign 
 r-hapn,
 
1965-1970 

(In thousands of U.S. dollars) 

1965 1966 1967 1968 1969 1970 
Central Goverm.ent: 1,090 471 524 128 562 763 
Amortization 852 220 265' 156 254 417 
Interest 238 251 259 272 308 346 
Autonomous Agencies: _4,425 4665 4L958 5,213 _,5265 5,32 
Amortization 3,386 3,401 3,180 3,209 3,271 3,590 
Interest 

Central Bank: 
1,039 
1,297 

1,264 
187 

1,778 
178 

2,004 
170 

1,994 
10 

.,730 
12 

Amortization 1,250 150 150 150 - --
Interest 47 37 28 20 10 12 
Private Sector: 2,200 1.160 1.011 968 128 900 
Amortization 
Interest 

1,793 
407 

862 
298 

.757 
254 

758 
210 

774 
154 

798 
102 

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

31, 1964 * 

Repayable in Foreign F Disbursed 
-264 

TOTAL 
522 

IBRD Loans 
IDA 
IDB 

Purchase of British-owned railroad 

-
528 

1,719 

490 

2,200 
9,600 

13,450 

490 
Privately placed debt 
a) Suppliers, credits 
b) Other 

3,735 
(2,061) 
(1,674) 

6,907 
(5,233) 
(1,674) 

Government loans: 
United States 12,094 1,5,840 
a) ExportPImport Bank 
b) AID 

7,503 

4,591 
7,503 

8,337 
Other Western governments 3 

Argentina 
Brazil 
Japan 
Spain 
Germany 
Loan from Czechoslovakia 

130 
61 

2,588 
975 
-
23 

130 
61 

2,588 
1,975 
3,000 

23 
Repayable inlccal currency )J 081 3,138 

AID 
DB 

SPAIN 

10,571 
3,510 

-

12.,321 
17,317 
4,500 

Total External Debt 2L49402 

* Debt with an original or extended maturity of one year or more. 

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

1. Financial Plan. 
 The total cost of the project proposed

herein is estimated by Brown & Root and USAID/P to be $5.46 
million. Of this amount AID will finance $4, 68 million,
which includes $3.90 million in dollar costs and $.78 
million in guaranies. The GOP is to finance the remaining
$.78 million in guarani costs; their agreement to undertake 
such financing will be presented in conjunction with this 
Capital Assistance Paper. Said GOP contribution may include 
up to OsA4O million ($320,000) out of the Os':80 million of
PL 480 generated loan funds which were originally alloted 
by AID 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, AID and GOP had pre%iously
tentatively agreed to use the full 
s,80 million as the
 
entire GOP contribution for the Airport Rehabilitation, but 
the GOP has now requested the use of Os 40 rLillion of said
funds as a portion of the GOP contribution hereto anr: USAID/P
recommends AID acquiescence. The remainder of said GOP 
contribution hereto, plus any additional funds that may b,

required pursuant to the covenants and conditions of the
 
Loan Agreement, shall be internal public savings generated

in conformity with the self-help provisions of the
 
Alliance for Progress.
 

The consulting engineer estimates the con3truction time on 
this project as being 27 months (following upon a 1 year

period for engineering, bidding and mobilization). From 
this, an estimated schedule of diobursements would be
 
(expressed in U$S): 

CY 1966 $ 100,O00
 
CY 1967 $i1,872,000
 
CY 1968 $1,872,CO 
CY 1969 $ 836,000 
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2. 	Proposed Terms. Terms recommended for this loan are:
 

Amortization - 40 years
 
Grace Period - 10 years
 
Interest - 1% during grace period
 

2 1/ during payoff period
 

3. 	 Reasonableness of Proposed Terms and Financial Flan. The 
financial plan which contemplates AID financing of 51,' of 
the local currency cost of the project, and the terms vhich 
are most concessional offered by AID, are deemed reaoonable 
under the circumstances. As shorn in the Economic Analysis 
(Section F), Paraguay's urgent need is for developmental 
financing with the minimum nossible requirement for GOP local 
cost contributions and on the most concessional terns available: 
Current and projected GOP revenue budget deficits are in the 
neighborhood of 20, and the chances of near-term aeliorpation
of this situation are dim; projected annual debt service require
ments may reach 13 percent of *roJectcd e:zport cenachnge earningsand approach 4C ' of &Toss public savings; the need for development 
capital is both long-term and j .... -iathe0 c i-3 one o 
basic infrastrucrure rather than ±nco:,e oroduc ing; r canita 
annual income in Rarauay is esti:ated at orly .,231 for 1c5. 
Therefore harder terms and a largor local cost conzribution 
would only serve to weaken the country's abi17ty to cariy out 
the necessary over-all pro~an of economic development. 

* Annex III Exhibit 2 
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SECTION II - IMPACT ON U.S. ECON~My 

A. Cometition with U.S, Entrpri~ e
 

No competition with U.S, enterprise will arise from 
 this project; onthe ccntraryo U.S. firms will hae- their markets expanded thereby sincethe growth of Paraguayls economy will enable Paraguay to buy mare U.S. 
products. 

B. SqERce/Qrigin Procirem t oGodan.evice! 

The loan provisions will limit procurament to the United States andParaguay; some $3.9 million worth of U.S. commodities and services will bqutilized which would go unused in the absence of this loarL, 
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SECTION III - COVENANTS AND CONDITIONS
 

1. Prior to the first disbursement 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 i-egular

budgetary procedures all necessary monies for
 
the payment, as scheduled, of all GOP debts to
 
AID or its predecessor agencies;
 

(b) evidence that Dorrower has available, or will
 
have available when necessary, from sources
 
acceptable to A.I.D., the guarani equivalent of at
 
least seven hundred. and eighty thousand United
 
States dollars ($7?O,000) for use on the Project;
 

(C) evidence of arrangements (i) for the establishment 
and operation of vehicle weighing stations along
the Project highway and (ii)for the enforcement 
on the Project highay of the requirements of 
Paraguay Decree Law ilo. 22.094 or such subsequent

law as AID shall approve with respect to vehicle 
load limits; 

(d) a detailed nlan for the maintenance of the Project
highway and all other roads constituting the highway
network of Paraluay for which Borrower's Ministry
of Public Works and Communications (MOpc) is 
responsible, which shall include, but not necessarily 
be limited to ni:_ns for 

(i) the establism. nt of a reoranized hig hway
department within the MO"C a.Ld the establishment
 
of a 	road maintenance organization with that
 
highway department; 

(ii) 	the establishment of r naintenance distrits 
and the outlining of the resi -)sibilities of 
each such district; 

(iii) the provision of adecuate facilities, equipment
and personnel for each such maintenance district; 

(iv) the maintcnance of road maint.enancc facilities 
and equipment; 

(v) the training of road maintenance personne.;
 

(v) 	the reorganization of administrative and accounting

offices to support the highway department and its
 
maintenance organization;
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(vii) the obtaining of maintenance experts from
 
external sources to assist in carrying out
 
the plan;
 

(viii) 	 the providing and/or obtaining of the financing 
necessary for the execution of the plan; and 

(ix) a 	 timetable for the implementation of the plan; 

(e) a commitment to allocate to highway maintenance 
for the calendar years 1967 and 1968 the budgetary 
and other resources specified in the plan submitted
 
pursuant to the preceding sub-section; and
 

(f) evidence that Borrower has obtained all real property

rights, including easements and rights of way, 
required for completion cf the Project, or shall 
obtain such rights 	 in time tc permit the orderly 
construction of the Project.
 

3. Borrower shall contribute to the Project, from sources icceptable

to A.I.D., the guarani equivalent of at least seven hundred mid 
eighty

thousand United States dollars ($780,000), and Borrower 
 shall also provide,.
 
or cause to be provided, ny additional resources which are necessary for 
the timely completion of the Project;
 

4. Borrower shall cause a nationw-,14"de pDrogram of road maintenance
 
to be carried out in conformity with the plan anroved Lv AID 
 hereunder
and shall make available to that program in 	 thetimely fashion resources
 
agreed therein to be provided;
 

5. Borrower shall establish and operate, or cause to be established 
and operated, vehicle weighing stations along the Project road and shall
 
enforce on the Project road the vehicle load limit requirements of
 
Paraguay Decree Law No. 22.094, or such subsequent law as II-D shall 
approve;,
 

6. Borrower periodically shall consult with A.I.D. concerning
its implementation of the highway waintenance program referred to in 
paragraph B(4) hereof. 

7. Equipment, materials and services ( .xcept shipping and marine
insurance) financed under the loan'shall have their origin in and be
procured from the United States or Pa-raguay. Shipping financed under

the loan shall be from the United States, and marine insuarance financed 
under the loan shall be placed 4n the United States. 
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o. United States dollars utilized under the loan to finance local 
currency costs shall be -aade available to Borrower or its designee onlyhurough Special Letters of Credit and shall be used only for procurement 
in the United States,
 

9. The loan shall be subject to such other terms and conditions 
as A.I.D. may deem advisable. 
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SECTION IV - ISSUES 

1. Inclusion in the project of certain work* on the portion of the
 
road between Asuncidn and Eusebio 'Ayala ("Section A") is an Issue. In the

preliminary evaluation of the subject itwas assumed that such work was not
 
essential to the road's serviceability and longevity; therefore it was not
 
directly included in the IRR or approved for consideration by the CAEC.
 

However, as the intensive review proceeded, it becnne increasingly

clear that inclusion in the project of the described work on Section A is
 
justifiable and desirable. 
Although this section has held up reasonably

well for over 20 years, it is only in the last 6 or 8 years that its traffic
 
load has been substantial - there were very few motor vehicles in Paraguay
prior to the laLe 1950s (' .:ex II, Exhibit 7). 1urthermore, this road was 
built in the early 1940's to what is ncw, recogrnizcd as an iardequate stand
ard; the rough surface of aspha±t-diirectly-cn-Tceford gives more than a slw,
rough ride, it causes mani-fied iL-n ct loads at the b-ump:3, which brLng both 
base and surface under severe strain. As a result, AID's engineers found 
that despite the newness of the li.3t surface seal coat (less than 2 years
old), ti.e asphalt surfact.1 and tihe edges of the pavezent were rveLn- in 
numerous p±oces, acc3cd y- base failures. Th. substantia! Ln
crease in traffic projected for h, uzco:: r.g uar. (Anjnex 1 Exhibit 
7) rill 
necesaiJy resu±t In an acceltiratc,"i rate of dcriorati n for this portion
of the road unless it is brou;,ht up to satisfactCry standards; 
nance could only delay this proc(2--, not arrust it. 

, mere M.intu-


Althougn ajr1-d is certaily i-: s vuL'-. rable than a chain to the 
failure of its wea1V,-st l-'in, it is cle r to the (2 th:t Parauay's need for 
a satisfactory, aLl weather, r1:;-.o-a-ly sehigh ro%.d fro.. Asunci.n to the 
sea (the Brazilian portacn of whil 'il Paved to $25road be pursuant a 
million IDB loan) is such thrat 6ecuprsdiz of Scction A should be included 
in the project if this basic pc: s t.- e atisfactcrily achieved. (Itnuro bL 
should be noted, parenthetically, ht tfr bs t'unouts, ad cleaning' ditch 

* Additiornal drainage facilities, rep~irs of su.rface and base failures, 
plant mix leveling course and double asphalt seal coat. 
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requested in the loan application are
herein as non-essential; 

excluded from the project reco.mendedthe water control work, leveling,surfacing included in the project 
base repairs and are deezed essential by the engineers.)A further reason for including Section A in the 
roject is the favorable


C6st/Benefit ratio thereof::
 
4
.(ee Section I.,F, above.)
 

2. GOP debt delinquencies.' Discussed in Classified 
Supplement
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SECTION V - D LE NTA ON PLAN 

Now that USAID/Paraguay hag both a permainent Capital DevelopmentOfficer and a Transportation Officer plus ready access to the service,- of
the Regional Counsel, it is recommended that the Mission Director be granteo.
implementation &athorityon this lidan, in conjunction with the Regional
Counsel as necessary.
 

It is expected that this loan will be authorized before the end of
Jun- 1966 and that the Loan Agreement will be signed within a 30-60 dayperiod thereafter.
 

The loan project 
 committee -estimates that approximatelywill be required after signing of 
three monthsthe Loan Agreementtions precedent and the requirement for evidence of 

to satisfy the condi
services. consulting engineeringReview and approval will be necessary of the consulting engineering firm selected by the GOP, the scope of work to be performed and the finaldraft contract agreed to by the GOP and the engineering firm.
 

The consulting engineer will be required to preparo constructionplans and contract documents, advertise and receive bids, evaluate bids
received and make an award recommendation to the GOP. This together withreview and approval of a construction scheduleengineer, prepared by the consultingevidence of right-of-way )ver the road route and maintenance planswill require an estimated six monthb. 

It is, therefore, estimated that nine months will be needed to meetall conditions precedent. Thus, by mid CY1967, the construction contractor
could begin mobilization.
 

Loan disbursem.ents could have already counenced in favor of the consulting engineer in -later CY1966 and would start in favor of the contractor
in MR1 - CY1967. The table under Financial Analysis presents the projectted disbursement schedule.
 

During the course of construction,
submit quarterly progress reports. These 

the GOP will be required to 
reports may be prepared onbehalf by the consulting engineer. their

In such event, the GOP must irdicate itsacceptance of the report.
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Upon conclusion of construction of the road project, including any
 

needed clean-up, the consulting engineer will prepare a final report and 

certify to the GOP that it accepts the work of the contractor, and that the
 

project covered by this A.I.D. loan is finished. A site inspection by A.I.D.
 

and the GOP will be then carried out. If thq project is accepted, the con

that order, will be paid the remainingtractor and consulting engineer, in 
amounts under their contracts and released. The USAID/Paraguay will then 

submit a final report to AID/W. 

UNCLASSIFIE.
 



UNCLASSIFIED 
.-2D-DLC/P-4 47 
ANNEX I, 1 of a

PARAGUAY - BRAZIL ROAD REHABILITATION.. June 17, 1.966 
CHECK LIST OF STATUTORYCRI A (ALLIANCE FOR PROGRESS) 

1. Foreign Assfstance 
Precautions 

Act of1961,.as amended (ereinafter FA),that have been Section 102..or are being takenare not *diverted to short-term emergency 
to assure that loan proceeds

purposesof payments, or (such as budgetary,military purposes) balanceor any other purpose not essential tocountry's long-range theeconomic development. 
The proceeds of this loan will be used exclusively on the project as set
forth hereinbefore and all disbursements will be made pursuant to applicableAID regulations.
 

2 FAA Section 
 102. Information on measuresGovernment excess taken to utilize Unitedperscnal. property Statesin lieu of the procurement of new itemc. 
,Ill procurement will be conducted by private contractorsStates subject to UnitedGovernment rules and regulations.
 

3', FAA Section 
102. Information whether theadequate measures to 
country permits, or fails toprevent, takethe dama o or destruction by mob action ofUnited States property,
 

Both the people and the GovernLent are favorable 
hostile mob action could not occur. 

to the United States and 

4. FAA Section 201dj. Information and conclusioncountry on lecalityand United States) and reaonableneso (under laws of
of lendini and relending ternzof the loan.
 

toan terms are consistent with 
 United States rand Paua laws. 
5. FkA Section 251(a). ?"nner in which

development loan will promsteL countr-yls economicand contribute to tho welfare of its people.
 
Rehabilitation 
 of this road will cf great economicParaguay 

be and social benefit toas set forth hereinbefore. 
6. FAA Section251 (bt. xtent to wahich countrypies of is adheringthe Act of Bogotd to the princiand Charterresponsiveness of Punta del Esteto the and is showingvital economic, apolitical,people, andand extent social concernsto which country has of itsdemonstrated a clear determinationto take effective self-help measures. 
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Starting from an extremely modest economic base, Paraguay has made moderate 
-progress since the inception of the Alliance and has supported the aconozic
 
and social goals thereof. Possessed of a turbulent and undemocratic history, 
the coutry, has nevertheless taken significant steps in recent years toward 
tranquillity, stability and personal and political freedom. Although 
hindered by the inadequacy of its resources, Paraguay is seeking, with at 

....
least some success, to attain an increasing level of self-help,
 

7. 	 FAA Section 25Ib)j.(2 Information and conclusion on activity's economic 
and technical soundness. 

See Section E and F. 

8. 	 FAA Section 251(b)(3). Information and ccnclusion on activity's relation
ship to and consistency with other development activities, and its contri
bution to realizable long-range objectives. 

See Sections A and E.
 

9. 	 F S oi). Inforratiton and cincilision on possiblc effu,'t, oz 
U.S. 	 econc'Wyr, ti'AI speci1 rc:foruncc to a:'as of substantial labor surplus. 

There will be nc adverse effect cn the U.S. economy as a rcbult of this 
project; In fact, thij projecit wil! benefit the U.S. ccono:y both1 directly 
through the of CoI =;Cdities v therein and indirectlyuse U.S. .'tr: ricea 
through the increaso.d purch.3sc of U.S. producto by a ore osprou 
Fraguay. 

10. 	 F*AA Section 251(b). Irfornantion and coacludio. cr avaiLbility of fiin.ncing 
from other free-world sources, including private sources within the United 
States. 

Cther free-world financial sources are not interested in financing this 
project: 

11. 	 FAA Section 21(b). Information and conclusicn on capacity of the country 
to repay the loan. 

It is believed that Para;Uay has the ca racity to n.,-ay this loan. 

12. 	 FAA Section 25ib). information and conclusion cn cc ntl's efforts to 
repatriate capital investcd in other countries by its cwn citizens. 

Capital fight is considered not to be a najor problem in Paraguay at this 
time,
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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. 

34. 	FAA Section 251(c). Information and conclusion on availability of an
 
application together with sufficient information and assurances to indicate
 
reasonably that funds will be useti in an economically and technically sound 
manner. 

There is sufficient information to indicato that the funds under this loan 
will bo 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. 

1;ct Applicable. 

16. 	 FAA Section 252(a). Total amount'of ,rzney under loan which is going direct6ly 
to private enterprise, is going t.. intermediate credit institutions or ther 
borrowers for use by private enterprise, is being used to finance imports 
from private sources, or is other.-ise being used to finance procurements 
from private sources. 

All fands under this loan will he us,2d to procure ccds and servics from 
private sources. 

17. 	 FAI, Sect on 6 -0(a). rnfo:M-.tion and concluzions ".ther loan -,dl Incourage 
t-f'iorts of the( countr, to: (a) incrLase th, flow of jntcvpational rdc; 
(b) foster privatc initivv n ccrr-titcon; (C) neu. de vco cnt1 
and us of co'pnrativk!es, ,r-dit nion:), i:.3'i alc c a:]ociations 
(6) (Liscour;e m) r ouoii:t)i ,i (,:j i:-.rrve t, 	 of,icincy practL ; 
industr-y, c and ccnmcrc; .nd 'f) stren 'th~flfre lalbor unions. 

The loan funds will hIX used to rchaQi itate a roi "l link in 
Paraguay's internal amA forei-n trade, that i of tr, I it to free, 
competitive private cnterprse both within and without the count-,r and that 
is a major factor in pro:ting improv'ed technical and economic efficiency 
of industry, coat=.,(rce an. agmiculture. 

18. 	 FAA Section 601(b). Irfonnation and conclusion on how the loan will 
encourage U.S. private trade and investment abroad and hoow it 'will encourage 
private U.S. participation in foreign assistance progr=m (including use of 
private trade channels and the services of U.S. private enterprise). 

This 	 loan will encourage private trade and 1articipation through its use of 

U.S. 	goods and services.
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19. 	FAA Section 601(d). Conclusion and supporting information on compliance
 
with 	the Congressional policy that engineering and professional services of 
U.S. 	 firms and their affiliates are to be used in 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 Ioar* wil-1permit 
lAnerican small business to participate equitably in the furnishing of goods 
and services financed by it. 

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

21. 	 FiJ Section 604(a) ; ATD. Section 108. Compliance with restriction of com
modity procurement to U.S. except as otherwise determinddby the President 
and subject to statutory reporting requirements. 

Will 	be complied with. 

22. 	 FAA Section 604(b). Compliance with bulk commodity procurementr-rest-iction 
to prices no higher than the market price prevailing in the U.S. at time cf 
purcnase.
 

'dill be complied with. 

23. 	 FLA Section 604(d). Compliance with requirement that marine insurance be 
purchased on commodities if the host country discriminates, and that such 
insurancc be placed in the U.S. 

Will 	he complied with. 

24. 	 FAA Section 611(a)(). Information and conclusion or. availability of
 
engineering, financial, and other plans necessary to carry out the as-3istance 
and of a reasonably firm estimate of the cost of the assis.ance to tho United 
States.
 

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

25. 	 FA ,.Section 611(a)(2). N,4ecessary legislative action required erithin 
recipient country and basis for reasonable anticipation such action will be
 
completed in time to permit orderly accomplishment of purposes of loan.
 

Not Applicable.
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26. 	 FAA Section 611(b): App. Section 101. 
 If water of water-related land resource construction project or program, information and conclusion on 
benefit-cost computation.
 

Not Applicable.
 

27. 	FAA Section 6 11(c). 
 Compliance with requirement that contracts for construction bu 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 possible, the country is contributing
local currencies to meet the cost of contractual and othqr services arzv
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 -,ssistance to newly
independent countries be furnished *through-multilattral organizations or 
,.l°rns to maximum extent appropriato. 

Not Applicable.
 

30. 	 FAA Section 620(a); Ano. Section 107(a). Compliance'ith prohibitions
 

against assistance to Cuba and any country (a) which furnishes assistanceto Cuba or failed to take appropriate steps by February i1, 194, to preventships or aircraft under its registry from carrinc equipment, .terials, orsupplies from or to Cuba; or (b) which seJlls, furnishes, or nermits anyships under its registry from carrying items of primary strategic signifi
cance, or items of economic Ls5sistance to Cuba. 

Paraguay provides no assistance to Cuba. 

31. 	 FAA Section 620(b). If assistance to the government of a country, existenceof determination it is not controlled by the international Comimnist 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 orderedwhere such citizen has exhausted available legal remedies or where. the debis not denied or contested by such government or the indebtedness arises 

UNCIASSIFIED
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'Ander an unconditional guaranty giyn by such government, 

Not Applicable.
 

33. 	 FAA Section 620(d). If assistance for any productiva 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. 

34. 	 FAA Section 620(e)(1). If assistance to the govcrnmant of a country, extent 
to which it (including government agencies or subdivisiohs). ha.,' after 
January 1, 1962, taken steps to repudiate or nullify contracts or taken any 
action which has the effect of natipnalizing, expropriating, or otherwise
 :seizing omership or control of property of. U.S. citizens or entities bene
ficially ow-ned by them without taking appropriate steps to discharge its 
obligations. 

Paraguay has taken no such action. 

35. 	 FAA Section 620(f); Anp. Section 109. Compliance with prohibitions against
 
assistance to any Commurinst counti-j. 

Paraguay is not a Communist country. 

36. 	 PAA Section 620(). Compliance with prohibition against use of assistancp 
to compensate owners for expropriated or nationalifZd property. 

Will 	be complied with. 

37. 	 FAA Section 620(h). CompLiance -ith r gulations and procedures adopted to 
insure against usc- of as.sistanco in a -,nnner whichi, contrary to the best 

interests of the U.S., promotes or assists thte foreign aid projects or 
activities of the Comumunist-bloc countries. 

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

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

in or preparing for aggressive diita1r 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 $100 million, 

UNCLASSIFIED 
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identification of statutory authority.
 

Not Applicable.
 

40. 	 FAA Section 620(1). Compliance with prohibition against assistance after
December 31, 1966, for the government of a country which fails to institute 
investment guaranty program.
 

Paraguay has an investment guaranty program.
 

41. 	FAA Section 6 20(n), App. 107l . Compliance with prohibition againstassistance to countries which traffic or permit trafficking with North 
Vietnam. 

Paraguay neither traffics nor permits trafficking with North Vietnam.
 

1,2 FAA Section 620(o). If country has seized, or imposed any penalty 
orsanction against, any U.S. fishing vessel on account of its fishing acti
vities in international waters, information on the consideration which has
been given to excluding the country from assistance. 

Not Applicable.
 

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

technical assistance will utilize 
to the fullest extent prarticable goodsand 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 ruade available without 
undue 	interference with domestic programs.
 

The project will be completely carried out by private contractors. 

44, A2p. (Section unnnbcred). Use of funds to carry out FAY, Section 205, 
which pertains to IDA. 

Not Applicable. 

45. 	 ApD. Section 102. Compliance with requirement that paynents 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., 
for military personnel. 

UNCLASSIFIED 
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Will 	be complied with.
 

47. 	App. Section 106. If country attempts to create distinctions because of
 
+.heir 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 requ'irements for security. 
clearance of personnel.
 

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

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

Contractors and contract terms will be approved by AID. 

50. 	 A-o. Section 114. Compliance with bar against use of funds to pay asses
-ments, etc., of U.N. member. 

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

51. 	Ap. 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. 

52. 	 Aop. Section L01. Compliance with bar against use of funds for publicity 
or propaganda purposes within U.S. not heretofore authorized by Congress. 

This 	requirement will be complied with. 

U TNCIASSFED
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BRAZIL ROAD-TYPES OF FAILURES Exhibit 0 - 1 of 1 

(Extent of Failures Varies from 5 to 200 Meters Each.) 
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DETAILED DESCRIPTION OF PROJECT 

Existing Highway - This highway, irth a length of 327 kilo
meters (205 miles), 4follows an almor+ lue east course from Asuncion 
to the Brazil border at Pto. Pte. Stroessner, where it connects with 
the Brazilian highway system* by means olf a new internationa!. bridge. 
Portions of the road were constructed I:: !ig41-42 by the U.S. Construction 
firm of R.W. Hebard (Section A and base course for Section B); a 
portion (Section C) was constructed under DL? loan 11o. 14 through a 
mana:ycment contract between the GOP and the U.S. construction firm of 
Yvrrison-Knudsen and the jreater part of the rcmainder was constructed 
under DLF loan No. 216, ith Browmn & ioot co Consultin- Engineer and 
M-K as Contractor.
 

For purposes of identification, the road hs been divided into 
four sections, A, B, C, and D, a dia,.Tram of which is shown on the next 
page together with a ree'.ze of wi.at w;a3 done unrier DLF 14nsi and 
216 and the present condition of thuze sections.
 

A detailed descri"t,)n cC each section, ftartinG with Section 
A at Asuncion, together with a statement of the proposed new work 
follows: 

* 	 The road frcm Pto. Pte. Stroessner to the Brazilian seaport 

of Paranagua, where Paraximay has been granted free port 
privileges, is to be paved under financing from a $25 million 
IDB loan.
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Asuncion 

SECTION A - Constructed in 1942-44 
Telford base .id bituminous surface, 
Asphalt surface treatment under Loan No. 216 
Surface has been constructed about two yearsraveling, with some base failures. and is C+0 

Eusebio 

SECTION B - Old Telford base constructed in 1942 and 
covered with laterite. Laterite removed and bituminous 
surface course constructed under DLF loan No. 216. 

NumNumerous base and surface failures. Needs complete 
reconstruction. 

Ayala 

<. 
0 

0 

Coronel 

SECTION C - Constructed tnder loan No. 14. 

Sealcoated under loan No. 216. Surface and base 
failures. Needs major reinforcement. 

Oviedo 

0 

(D 

0 

Caaguazu 

SECTION D - Grading and drainage by MOPC.
 
Base and surfacing under loan No. 216 funding. H C+
 

No failures, but needs heavier surface treatment to Z1 0
 

uithstand increased traffic volume. 

Pt oLODO 
4Puerto 

(D W, Pte. Stroessner 
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SECTION A - Asuncion to Eusebio Avala(73 kIn) - This section, as 
originally constructed, consisted of a Telford (large size stone) base

35 to 50 cms. thick, with a )ituminous macadam surface. Under DLF loan 
No. 216 financing ard a contract with Morrison-Knudsen, this section
 
was given an additional bituminous surface treatment, the work being

performed by Ministry of Public Works forces under a sub-contract
 
with M-K. 

The asphalt surface has been down some two years, is raveling
 
n numerous places and has had some base failures which have been


repaired by M-K. 
Also the edges of the pavement are raveling in
 
numerous places.
 

Proposed new work consists uf the following:
 

1. Dress ar refinish shoulders to uniform section; 
2. Install new culvercs and tile drainage
3. Repair holes and edge failures of surfacing
4. Repair minor base failures 
5. Place plant mix leveling course (kmw20-73);
6. Place double asphalt coat. 

SECTION B - Eusebio Aval to Cnel. OC".iedo (59 L=) - This section was
also constructed by R.W. }febard in i'n2 sith-oztruction consisting
only of a Telford base and laterite surfacing. This base was considered 
to be 30 cm (12 in) thick,, therefore, ccnstruction under DLF loan No. 
216 consisted of only bladim off te laterite surface and adding abituminous macadom surface. Since construction of the bituminous
 
surface (1962) numerous failures occurred the
have in both bituminous 
surface and the base. These failures arc so extnsive that complete
reconstruction of this section is ouired. 

A conjiderable number of s;t. repairs have already been made
in this section by remavin- completely the old base and surface down 
to a depth of 30 cm and replacin 6 it aith the old stone and additional 
stone if regiired. In numerous instan ces the thickness of*.the old 
base was found to be oniLy 4 to 6 inches when it should have been 12 
inches. 
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Following is proposed new work:
 

1) 
Clean and regrade side ditches:
 
2) Construct two ncw relief bridges;3) Install four concreteopipe culverts4 Remove existing bituminous r-acadam and base course5) Correct and raise existing embankment;

6 Recompact subgride

7) Crush old Telford base and rcplace;

8) 
Place new dense graded basalt base course:
9) Place prime coat;

10) P"lace multip-a lift asphalt pavement. 

SECTION C -Cnel. viedo to Caapuazu (50constructed uder DL lc.n No. This section waslh fin,-- .- ig and under the supervisionof Morrison- Iudr,en through a maznac:- it contract with thebituminous seal coat only was 
GOP. A

provid under lon No. 216 financing. 

This section has had nurcrous surface baseDuring the original constin ction under M-K 
and course failures. 

nagnman-, duescreening equipment to properly grade 
to lack of 

the :Z:tc.erial for base course,the coarse material p.s placed first with the fines on too and anattempt made to fill the voids in the coarse ,z%terialApparently this left 
through rolling.a layer of fine 7.z.terial 
on top which is
peeling nowoff with the bitun.inous surface in places. 

Proposed new w-:k consist.:; of: 

1) Clean and ad s>1s -. ditche
2) Constr',c c.e ne. rei11 2f r....

3) install 4 concrete p2-PC c,:rt5
4) xi ,ov , U-*,- o. sur-facing for 3 kn

5) Correu n -
 rnn cnnc:; c.:b... l 3 km;6) Replace b'.ie course for 3km.
7) Place 15 cm adlitionfl dense graded basalt 
base course 

8) Place 7.8 cm additional dense graded basalt base course 
25 kI 

9) Place prime coat 50- km10) Place multiple lift ar.halt *oavcment - 50 km. 
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SECTION D - Caguazu to Brazil Border (145 kn) - Earth work and
drainage structures for this secti.'n were constructed by the MOPC
with Brazilian aid. Under loan No. 216 financing end the M-K contract,work consisted of preparation of the cubrade, placing of 25-35 cmof dense graded basalt base course,' and a double aspheit surface 
treatment.
 

This section has had no aprrecial)e failurs.increase hc-;ever thein heavy !ogging truak:; and utic .t(Iircrec zfrom Brazil, when their road- in t raic
to the inr brideindicates axe paved,that the prezent .. .. "i;t t be dequate.Therefore, it is proposed to a.dd a ,-L "-.'f 

adequately to
handle this increased tra.i. 
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RECO4ENDED DESIGN StANDARDS 

Design Spied 80 km. per hour 

Width of Pavement . . . . . • . . • . 6.0 meters 

Width of Base .... . .... . . . 6.8 meters 

Width of Shoulder . . . . . . . . . 1.5 m min 

Total Width of Road . . . . . . e. 9.0 m mmin 

Pavement Crown .... . ..... . . 2.5% 

Superelevation ..... ... 10%-max. 

Clear Roadway Width on Structures . • 6.05 meters 

Design Load, Bridges . . . . . . . . . H20-S16 

Design Axle Load, for Pavement Design. 12 metric tons 



ASUNCION - PTO. PTE. STROESSNER HIGhRAY 

COST ESTIMAT E 

The estimated costs presented below are based upon a rate of exchange of 126 Guaranies to 1 U.S. dollar:
 
Total 


US$5,463,824 .00
 

U.S. $ 
Description 

Construction Items 
U.S. $G 

3,527,839.00 plus 177, 

P 

912,164 
Equivalent 

42939,840.00 

Engineering Services 
and Contingencies 

Five Motor Truck Scales 

352,784.00 

25,000.00 

plus 

plus 

17,791,216 

630,000 
493,984.00 

30,000.00 
US$3,905,623.O0 plus $196,333,380 

(U.S.$ 1,558,201.00)
 

0f-

H 

0 

http:1,558,201.00
http:US$5,463,824.00


EST,6,TED COST OF CONSTRUCTION ITEMS 
ASUIZION - PTE. STROESSNER HIGHUAY 

Section A"ALsunci6n - Capiat- Km. 0 - Km. 20 

Item 
Nos. 

Estimated 
Quantity 

Unit of 
Measure Description U.S. 

Unit Price 
GGOP 0 U.S. 

Amount 
(plus) GOP j 

1 
2 
3 
4 

22,000 
1,000 

22 
131,000 

Lin. 11 
Ton 
Lin. H 
M2 

Finish Shoulders 
Repair Asphalt Surface 
TIstall 0.80 m Pipe Culvert 
Place Double Seal Coat 

0.35 
16.00 
17.50 
0.35 

18.90 
756.00 
945.00 
18.90 

7,700.00 
16,000.00 

385.00 
45,850.00 

415,uC) 
756,000 
20.790 

2,475,900 

Total: $69,935.00 (4) 03,668,490 

Section "A" CapiatA - EusebioZyala Km. 20 - Km. 73 

1 
2 
3 
4 
5 

6 

86,000 
100 
11 

318,000 

200 
20,160 

Lin. M 
12 
Lin. M 
1I-2 
Lin. 141 
Ton 

Finish Shoulders 
Repair Asphalt Surface 
Install 0.80 m Pipe Culvert 
Place Double Seal Coat 
intall Tile Drains 
Place Plant Iix Leveling 

0.35 
10.50 
17.50 
0.35 

42.00 

18.90 
567.00 
945.00 
18.90 

2,268.00 

30,100.00 
1,050.00 

192.00 
111,300.00 
8,400.00 

1,625,400 
56,70c 
10,395 

6,010,200 
453,6(0 

Course 16.00 756.00 322,560.00 15,240;960 

Total $473,602.00 (4) 023,397,255 

Total Cost Section "A" $543,537.00 $27,065,745 

0. 

o I- -t 



Section 'B" Eusebio Ayala 
 Cnel. Oviedo Km. 73 - Km. 132 

Item Estimated Unit of 
 Unit Price
Nos. Quantity Imount
Measure Description U.S. $ GPGOP U.S. ? (Plus) GOP 
1 72,000 13 
 Ditch Excavation 
 0.70 37.80 50,400.00 $ 2,721, .'L2 2 Each Construct Bridges
3 29,400.00 1,587,600.OO 58,800.00 3,175,26c44 Lin. M Install 1.0 1. Conc. Pipe3 24.50 1,323.00 1,078.004 36,000 1 Construct Z-abankments 58, 21

0.8755 354,0OO 47.25 31,500.00 1,701,0Oa142 Remove and Replace Macadam 0.216 86,360 11.34 74,340.00 4,014,3((13 Remove, Crush and Replace Base 5.60 302.40 483,616.00 26,, 5oU7 37,760 3 Place Basalt Base Course
8 75,52G Gal. 

8.40 453.60 317,184.00 17,127,93(BiLuminous Prime Coat 
9 354,000 

0.35 18.90 " 26,432.00 1,427,32E142 Place Asphalt Conc. Pavement 1.06 47.25 354,000.00 16,726,50C
 

Total Cost Section "B" $1,397,350.00 (4) 073,067.4G( 

4~i 

It 
0

http:073,067.4G
http:1,397,350.00
http:354,000.00
http:26,432.00
http:317,184.00
http:483,616.00
http:74,340.00
http:31,500.00
http:1,078.00
http:1,323.00
http:58,800.00
http:1,587,600.OO
http:29,400.00
http:50,400.00


Section "C" Cnel. Oviedo - Caaguazd Km.132 - Km.182
 

Item Estimated Unit of 
 Unit Prie 
Nos. Quantity Measure Description U.S. $ 0 

1 36,000 3 Ditch Excavation 0.875 47.25
2 1 Each Construct 42 11 Bridge 44,100.00 2,381,4CO.00
3 44 Lin. M Install 1.0 11 Conc. Pipe 24.50 1,323.00 

3,150 1 Remove and Replace Base 2.10 113.40
5 21,O0O M2 Recompact Subgrade 0.18 8.826 36,563 m3 Place Additional Base Course 8.40 453.607 65,000 Gal. Bituminous Prime Coat 0.35 18.908 .. 3001 M2 Place Asphalt Cone. Pavement -- 1.00- 47.25 

Total Cost Section "C" 

Section "D" Caaguazd - Puerto Pte. Stroessner Km.182 

21 870,000 Place Asphalt Cone. Pavement 1.00 7.25 

Tot:2 . Cost Section "D" 

Total Sections "A". 9" "C" and "D" 

Total Cost Expressed in U.S. DolLars $ 4,939,840.00r 

Total Cost Expressed 'in GOP Guaranies $ 622,119,878.00 

U.S.
-OP $ 

31,5CO.O
44,100.00 

1,078.00 

6,615.00 

3,780.00 


307,129.00 
22,750.00 

300,000.00 

$716,952.00 

Km.327 

870000.00 

$ 870,000.00 

$3,527,839.00 

Amount 
(Plus) GOP 

l,701,uOt
2,381,C( 

58,2 

357,211
 
185,??
 

16,584,9/W 
1,228,5; 

34,175,Oa 

036,671,51( 

4 1,1075C 

$ 41,107,5C 

0177,912,16 

. 

O ci-t

http:3,527,839.00
http:870,000.00
http:870000.00
http:716,952.00
http:300,000.00
http:22,750.00
http:307,129.00
http:3,780.00
http:6,615.00
http:1,078.00
http:44,100.00
http:622,119,878.00
http:1,323.00
http:2,381,4CO.00
http:44,100.00


SELECTION AND CONTRACT 

WITH ENGINEERING FIRM 

PREPARATION OF PLANS 
SPECIFICATION 5 BID DOCUMENTS 

ADVERTISING, ANALYSIS OF BIDS 
& AWARD OF CONTRACT 

MOBILIZATION 

3M-

3Mo. 

_____6 Mo. 

-

6 M. 6 Mo. 9 Mo. 

BAR CHART-SCHEDULE OF OPERATIONS 

I 
H 

0 



S ect_ 

Secton '3' 15 

'lo 
1.1 M 

__n_"A_1.5_ 
9.0 M_ 

MDouble Asphalt Seal Coot 

7C.M. Bit. Macadam $ Plant Mix. 

30 to 40 c.m. Existing Base Course.": 
19.0 

[401 j 6.0 M 

_ 

-l5 

[.40 1. 1.1 M 

.20-.J - to 30 c.m.,~ o, Crushed,,o Sandstoneodo Sub-baseo__ o__ I "I,. 

Section,," II 

..,") 

.1M o6.0 
I 

//1, 
M 

4 c.m. Asphalt Concrete Pavement-, 

"15 c !. Basalt Base Course c.m.Cushed sub-boe' 
2 

1.40 1 

l, , 

Section "D" 

• L 
1.5 M 

9.0oM•-

6.0OM 
4 cn,. Asphalt Concrefe Pavement 

1.5 M1.M 5 

t o I -' OO3 i 
2 .5L 

C+,.
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BROWN & ROOT, INC.
 
Engineering Department 

Client: P A RA G U A Y - M.O.P.C. 

Subject: BETFERMENT RUTA 2 & 7 ASUNCION - PUERTO STROESSNER 

NATIONWIDE TRAFFIC PROJECTION 

Fuel consumption and vehicle registration have increasrd at
 
about the same rates, indicating the usage of vehicles, expvressd in 
kilometers per vehicle per year, is unchanged. Based upon thezc 
records, however, it is estimated that the total vehicle mileage per 
year has more than doubled during the past 10 years, representing 
an average increase of mcre than 7% per year. 

In Pa-aguay, there is one vehicle for each 17,500 dollars of 
production. In the United States, there are tio vehicles for the 
same amount of production. In countries undergoing development, the 
percentage increa,;e of vehicles per capita will usually be much 
greater than the percentage increase of production per capita. It is 
estimated that the ratio of these two factors will be at least two
 
in Paraguay. Thus, by expecting a ccnservative average national 
increase in producticn of 2-1/2% pr capita, it is anticipated that 
the average increase of traffic (vehicle kilometers per year) on the
 
highways will be 5%, pluz nnother 2% for population growth, makiig 
a total of 7%. This projectEd rate of growth of traffic agrees well 
with the rate of increase of fuel consumption and vehicle registration 
over the uast 10 years.
 

At this rate of growth, traffic on the highways will again 
be doubled within ten years. With such a small number of vehicles 
in the country at the present time this average increase is eipected
 
to continue for at least 20 years. 
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BROWN & ROOT, INC. 
Engineering Department 

VEIlCLES REGISTERED IN PARAGUAY 

YEAR 

1950 

1955 

1960 

1964 

- -

PASSENGER 
CARS 

3,783 

5,1i00 

10,700 

TRUCKS BUSES 
..... _ 

2,429 299 

4,972 784 

2,800 1,000 

_ 

TOTAL 

PO 

6,5-u 

i0,856 

14,500 

NATIONTIDE 
PROJECTED TPAFFIC INUREASE 

30,000 . 

0.,000 

A/ 

i0,000 

198
1970
' 0 - '196o0 



MOTOR VEHICLE IMPORTATION

1965
 

MONTHLY DISTRIBUTION
 

CLASSIFICATION JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY TOTAL 

Automobiles 64 4o 38 50 45 59 79 366
 

Small Trucks 84 66 66 69 98 63 100 546
 

Large Trucks 9 33 19 25 44 26 11 167
 

Jeeps 3 2 3 5 6 6 25 50
 

____________-_ _ _ _ 14 __, 1541 1.129
 

TOTAL i6o 141 126 49 193 15,261
 

Information source: "Automotores", monthly publication - Public Registration: 15,832 

Monthly Average : .129 ". 7 = 161 v/m 
Annual Estimate : 161 x 12 = 1.932
 
Approximately : 2.000 vehicles/year
 

K06  

J0o
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ROAD NETWORK BY TYPE OF CONSTRUCTION 

Years Asphalt Gravel Dirt Total 

1938 -- 159.8 6o.4 220.2 

19145 74.4 354.8 245.0 674.2 

1950 77.9 474, 4 278.2 830.5 

1955 84.9 513.7 547.0 ,145.6 

1956 87.2 523.3 574.1 1,184.6 

1957 100.7 573.8 719.5 1,394.o 

1958 120.5 585.4 935.5 i,641.4 

1959 130.5 589.8 1,003.0, 1,723.3 

196o 184.5 653.1 1,307.5 2,145.1 

1961 213.3 705.7 1,536.9 2,455.9 

1962 '213.3 780,8 1,837.9 2,832.0 

1963 311.9 811.9 1,997.9 3,121.5 

1964 421.0 898.2 2,865.8 4,185.0 

Sour.ce: Secretar~a Tecnica de Planificacidn 
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1Asuncion-ncarnacion 

2 Asuncion-Cne'. Oviedo 

3 Asuncion-S. Estanislao 

4 Paso de Patria-San 

Ignacio 

5 Concepcion-Pedro Juan 
Caballero 

6 Encarnacion-Capitan 

Jan. 

2 

3 
-

1 

1 

Feb.-
-

-

4 

-

Days Major Routes Closed from Rain  1964 

Mar. Ar May Jun. Jul. Aug. Sep. 
1 7 1 1 2 6 6 

A s p h a 1 t 

U n d e r C o n s t r u c t i o n 

2 7 2 1 2 4 7 

2 3 5 2 1 3 4 

1 6 1 1 2 3 6 

Oct. 

1 

1 

2 

122 

Nov. 

3 

4 

Dec. 
1 

2 

2 

1 

Total 

31 

34 

33 

25 

7 

8 

9 

10 

Cnel. Oviedo-Pto. Pte. 

Stroessner 

Vilarrica-Caazapa 

Trans-Chaco 

Rosario-San Estanislao 

2 

-

2 

1 

2 

1 

4 

4 

3-

1 

4 

2 

6 

7 

9 

7 

1 

1 

4 

2 

4 

1 

4 

3 

3 

3 

2 

2 

6 

5 

8 

6 

4 

5 

7 

6 

2 

1 

2 

1 

4 

5 

6 

5 

1 

2 

3 

2 

38 

32 

55 

41 

11 San Pedro--Nueva 1 4 2 7 2 3 2 5 3 1 3 3 36 

Source: Direccion General de Vialidad 

P H. 

-_Q 

0 
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ONE WAY MONTHLY VEHICLE FLOW AND TOLLS PAID* 
BRAZIL ROAD, 196_ 

IPACARAI CNE1f. OVIEDO PASTOREO 
No. 

Receipts 

Jan. 15,540 

Toll 
Paid 
~T 

777,000 

No. 
Receipts 

3,COO 

Toll 
Paid 
TGs.) 

150,000 

No. 
Receipts 

1,100 

Toll 
Paid 
(G .) 
55,000 

Feb. 18,490 924,500 4,6,00 230,000 1,600 80,000 

Mar. 18,70q 935,000 4,7'0 235,000 2,300 115,000 

Apr. 16,090 804,500 4,800 240,000 2,100 105,000 

May 15,900 795,000 4,200 21'),000 1,600 80,000 

Jun. 14,500 725,000 5,300 265,000 2,400 120,000 

Jul. 15,020 751,000 5,500 275,000 2,300 ll5,000 

Aug. 15,640 782,000 5,600 r80,000 2,200 llO,000 

Sep. 15,740 787,000 5,100 255,000 2,100 105000 

Oct. 14,940 747,000 4,900 245,000 1,900 95,000 

Nov. 18,840 942,000 5,400 270,000 2,300 ]15,000 

Dec. 22,8OOa/14,D00 4,100 205,000 2,500 125,000 

TOT. 202,000 1O110,000 57,000 2,860.OO0 24,400 1,220,000 

a/ Includes a religious pilgrimage to Caacupe, between 

Ipacarai and Cnel. Oviedo 

* 	 The toll is collected in only one direction; MOYO & military 
vehicles pass without toll. 

Source: Ministry of Public Works and Communications, January 17, 1966 
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TRANSLATION 

REPORT OF CONCLUSIONS 

and
 

RECOMMEDATIONS 

on the 

ROAD MAINTENANCE PRCGRAM 

and
 

UPKEEP OF EQUIPMENT 

Prepared for
 

T EMINISTRY OF PUBLIC WORKS 

ANNEXE S 

I - Reorganization of the General Administration of Public Roads 

I - Up-To-Date Revisions of some Recommendations contained in Report 
No. 8
 

III - Modifications to the Budget and Juscification of the Budget 

IV - Implementation Program of the proposed reorganization 
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GEOTECNIcA S.A.
 

GA-89/65
 

Asuncion, December 9, 1965
 

Ministry 'fPublic Works and Communications
 
General Administration of Public Roads
 
City
 

Ref.: 
 Report on Conclusions and Recommendations on
the Road Maintenance Program and Upkeep of
 
Equipment
 

Attention: Engineer 0. Sitjar, Director
 

Dear Sir,
 

We have pleasure in attaching our Report on Conclusions and
Recammendations on the Road Maintenance Program and Upkeep of Equipment,
including 4 Annexes 
 which form pa3t of same. 

Sincerely yours,
 

OTHELO MACHADO 
Director Superintendent
 

Annexes:
 

I - Reorganization of the General Administration of Public Roads
 

11  Up-To-Date Revisions of some Recommendations contained in Report
No. 8
 

III - Modifications to the Budget and Justifications of the Budget
 
IV - Implementation Program of the proposed reorganization
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REPORT ON CONCLUSIONS AND RECOMMENDATIONS 

I - INTRODUCTION
 

Considering the unquestionable importance of highway maintenance as
a necessary protection to capital invested by the Country, the Ministry of
Public Works included a Program of Highway Maintenance in its professional
service contract with Geotecnica S.A. 
This Maintenance Program covered a
period of 5 years and included a study of the organization and manner of
cperation of the General Administration of Public Roads with a view to
making pertinent recommendations; the Program also included an eventual
revision of the correlative functions of the General Administration of
Roads Boards in respect of the Maintenance Program to be proposed.
 

After analyzing the principal objectives of the fore-mentioned
study, the Ministry of Public Works and the IDA emphasized the need toinitiate this work with a general report on the national network of roads
and its need of maintenance. 
The objective in view was the establishnent
of a well-balanced 5 year Maintenance Plan which would include changes of
practices, operation, equipment and budgetary and technical methods, giving
preference to specific problems of greatest urgency.
 

In order to perform this work it was first necessary to take an
inventory under the directions of the Advisors; the task was carried out by
a group of technicians with participation of Ministry Engineers whose collaboration was of inestimable value. 
Without their assistance it wouLJahave been impossible to cover more than 2,000 kilometers of roads 
- frequently almost impassable  to take an itemized inventory on about 1,500
kilometers of principal highways. 
Furthermore, reliable information on
secondary roads, forming the national network, was 
obtained from both
Engineers and technical personnel of the Ministry.
 

The Advisors also took an inventory of all road construction'
equipment available to the Ministry. 
A close inspection of the condition
of each item was made; the need of spare parts and repairs was duly considered and a list of priorities was prepared. 
The Technicians also surveyed
and evaluated the needs of installations, workshops and office facilities
 
in the existing premises.
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Based upon the fore-mentioned studies and inventoried the advisors
prepared and submitted to the Ministry various reports which covered
specific parts of the problem. Nine of the partial reports (including thisreport on Conclusions and Recommendations) Pere as follows: 
1. 	 Cost evaluation of used Soil Laboratory Equipment to be purchased by 

the 	Ministry of Public Works 

2. 	List'of Spare Parts:
 

2-1 Total initial list submitted for preliminary bids
 

2-2 Revised list submlt~ed in draft as annex to Report No. 4 '"Highwiay
Maintenance Equipment under the responsibility of the General 
Administration of Public Roads" 

.2-3 Request for Spare Parts 

2-4 Complementary Request for Spare Parts 

3. 	 List of minimum requirements of Maintenance Equipment with correspond
. ing technical specifications 

3-1 Annex to Report No. 4 in draft 

3-2 Revision with the competitive bids
 

4. 	 Report on "Highway Maintenance Equipment under the responsibility of t:,2
General Administration of Public Roads" with annexes mentioned in items2-2 and 3-1 and a definition of work of Construction, Improvement P-
Maintenance together with an explanation of the difference beturecn
 

-these activities 

5. Instructions to bidders of the "International Call fcr Tenders for
provision of Highway Maintenance Vehicles and Equipment" 

6. 	 Inventory of Road-build*iig Equipment in the 	proposed maintenance areas 
1,2 	and 3, in three volnes
 

7. 	 Smmuary Report of Studies on Maintenance 

8. 	 Program on Highway Maintenance and Upkeep of Equipment 

9, 	 2eport on Conclusions and Recommendations with annex 
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These Partial Reports submitted at various times served not only to 
satisfy specific proposals related to work which in no manner could be
 
interrupted, but also facilitated solutions which would have been possible
in a program of such administrative and technical proportions only after 
consultations and revisions which would reflect requirements as seen by
 
the 	Ministry.
 

In order to facilitate an overall understanding not only of the 
problemnbut also of the usefulness of iecommendations made by the advisors, 
a summary of the work was prepared. This summary has bean included in this 
Report; reference has moreover been made to the principal matters studied 
and 	to the Reports in which they appeared. 

In this Report the advisors set forth justifications and revisions
 
of some Conclusions and Recommendations based upon complementary studies
 
made after submittal of the afore-mentioned Partial Reports.
 

The Consultants believe that the Program of Highway Maintenance and
 
Upkeep of Road-building Equipment in the Republic of Paraguay will be
 
clearly defined by submittal of this Report and Annexes.
 

SUIMARY OF CONCLUSIONS AND RECOMMNDATIONS 

1. 	Overland transportation is an essential factor in the economic develop
ment of Paraguay. ThL Construction, Improvement and Maintenance of the
 
Country's net-work of roads should primarily be centered in the region

lying between the Rivers Parana and Paraguay where most of the popula
tion and the greater part of the national produce are located. The
 
western area, considered within the economic structure of the Country,
should take second place; nevertheless by reason of the Panamerican
 
Highway, maintenance and asphalting of the Trans-Chaco stretch has
 
undoubted importance.
 

2. 	 At the time of taking' the Road-making Equipment Inventory (1964), there 
exist about 1,500 kilometers of principal highways, some 600 kilometer.
 
of secondary roads and approximately 1,000 kilometers of country lanes;
only 360 kilometers (1) of a total of 3,100 kilometers have been 

(1) At the time of submitting this Report (1965) paved roads total 432 Kms. 
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asphalted, about 812 kilometers are surfaced with gravel and the 
remainder are dirt roads. 

.The construction of approximately 1,600 kilometers of roads is under
preliminary study; about 250 kilometers are actually being built.
Almost the entire network of roads is in extremely bad condition; with
exception of the asphalted stretches, traffic is allowed only in dry

weather. 
In order to prevent damage to the surface, the Highway

Police close unpaved roads not only during weather but also forwet 
.some time after rain has ceased; this closing of roads to traffic may

take place during any season and'totals 30 to 100 days a year.
 

3. 	 As an indispensable first step the Advisers recommend integration of

all existing roads, as well as 
those under construction or projected,
within a judiciously elaborated Road Plan; it is also recommended that
 
the roads be made known by simple names adaptable to recording

practices and to the compilation of operational data. In view of the
 
contents of Ministerial Resolutio. No. 692 (by which the text of the
 
Project for the locations of Roads, Bridges and Artistic Works were

approved), the Advisors recommend a complementary study of the Resolu
,tion and its final adoption after making the revisions which riay be
deemed necessary. The localities and the presence of economic factors
during the first stages should be taken into account correlatively withthe 	topographical conditions and development probabilities which might
hllow postponement of the most costly improvements to a more distant 
future. 

In order to perform this work, the Advisors attach particular importance
to the creation of a Planning Division which would have direct contact 
•with the General Director of Highways.
 

4. 	 The Advisors recommend the immediate introduction and implementation of an ample Program of Maintenance and Improvement which will gradually
make it possible for roads to be open to traffic throughout the year.
The 	Program recommended in this,study will permit attainment of this
 
objective.
 

5. 	 The Program contemplates a total budget of U$S 9,000,000 (2) for the 

(2) See Schedule I and 2 Annex III of this Report. Modifications to the 
Budget and Justification of the Budget 
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5 years 1965 through 1969, including the purchase of equipment,vehicles, spare parts and materials, the building of installations,payment of salaries and the defraying of administrative expenses of
maintenance workshops. 
 In this total is included U$S 1,100,O00
corresponding to Credit 12-PA del BIRF for investment in capital
during 1965 and an additional U$S3,574,000 (3) for the same purpose
from 1966 through 1969. 
The amount required for other operational
expenditure during the 5 year period is U$$869,000 including general
administration; this amount is distributed in the proportion of 80%for routine maintenance and 20% for gradual improvements.
 

6. The Advisors arrived at the conclusion that a closer study of the actual
expenditure, accountable to highway maintenance and upkeep of rcadbuilding equipment, would involve a costly work of analysis, incompatible with benefits to be obtained by reason that the accountancy is
uniform and undistinguishable for all branches of the Ministry. 

Consequently a system of accountancy was evolved for the sector underreview; it is foreseen that this system will furnish adequate information on operational costs and~will suffice for the control of expenditure under the various headings of the budget. The valuationbudgetary plan of the Advisors of the
should be revised each successivein the light of information collected since its initiation. 

year 
Faced withthe present condition of the greater part of the network of roaus, the
Advisors consider that special and extraordinary maintenace (differing.
maintenance), with its specific budget, will only be put into practiceafter minimum conditions of traffic serviceability have been attained. 

7. The Advisors recommend the immediate purchase of a number of machines,
vehicles spare parts and equipment. They also recommend the rebabilitation'of a pert of the Ministry equipment; the other part is considered
irreparable. 

8., 
For the purchase of new equipment the Advisors recommend an ample
International Call for Tenders in accordance with a model alreadyfurnished and approved. Some flexibility in the technical specifications would be allowed since this could result in appreciable economy.
 

(3) See Schedule 1 and 2 Annex 3 of this Report. Mcdifications to the
Budget and Justification of the Budget
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critically compared rith difficultiesNevertheless such benefit should be 
and costs which could arise by the use of a variety of equipment and
 

spare parts over an extensive network of roads where supply conditions
 

do not exist.
 

9. The Advisors recommend the reorganizaticn of the organic structure of 

-rche General Administration of Public Roads relative to personnel and to
 

the definition of their functions. They also recommend a program of
 

staff training with its indispensable measures of stimulus and awards.
 

recom
of the Ministry of'10. In order to carry out major repairs to equipment, the Advisors 

mend enlargement of the existing Central Workshop 

Public Works and Communications which is conveniently located at the 

I and !I in San Lorenzo; it is also recommendedjunction of Highways 
District Workshop be built at Coronel Oviedo; that the Districtthat a 

Workshop Et San Ignacio be enlarged and that improvements be made to 

the w:orkshop facilities at Encarnaciori. The Advisors submitted plans 
lists machinery and tools andof" metal-built workshops together with 

one.indications for the storage and issue of spare parts at each 

1ill be installed at Concepcion and MariscalDistrict Workshops 
Estigarribia as a second stage of the Plan.
 

11. The Advisor recorrmend that the Ccantry be divided into 5 Road Mainte-

Districts Nos. 1, 2 and 3 with headquarters in San
 nance Districts. 

lorcnzo, Coronel Oviedo and San Ignacio should be installed at once.
 

of approximately2ach District will be responsible for the maintenance 

of )-oads. Within these Districts maintenance centers
700 kilcm-ters 

irrt.lled when considered necessary. The installation ofshould be 
4th District in Concepcion and the 5th in Mariscal Estigarribia
t1ic 

Meantime existing
will'be deferred to a second stage of the Road Plan. 
5th Districts could continue maintained byto beroads in the 4th and 

th, 7T'jA., and other organizations.
 

In order to avoid a duplication of authoritative structures whose
12. 
overlap, the Advisors propose the gradual di ppearanceflnctions almost 

e:;'., goodof the Rd Boards; nevertheless they recognine that there 

reasons for the continuance of the Road Boards in services not associated
 
of rural lanes do notwith .'n.inenance as long as the greater number 


come up to the standards required for the principal network of roads,.
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The Road Boards serve with manual labor to maintain roads almost 
exclusively used by ox-drawn carts; ,;ince the Boards could not be 
replaced at short notice without impELiring the newi maintenance orga
nization, they would be gradually relieved of their responsibilities 
over alongerperiod of time. The Advisors do not consider it 
practicable to include a clause of extinction of the Road Boards in 
this Plan. 

13. 	The Advisors submitted specific technical recormendations on the 
maintenance of paved and dirt roads. 

14. 	The Advisors reconnmend a plan which limits and controls the weight and 
dimensions of vehicles traveling over paved roads, as also the purchase 
of at least 3 machines to weigh tracks. One of these weighing machines 
should be Anstalled at the junction of Highways I and II in San 
Lorenzo, one on Highway I near Encarnacion and one on Highway II near 
Presidente Strcessner.
 

15. 	 The Advisors recommend that the systen of tollgate collections presently 
used in Paraguay be revised and that this tax be incorporated in the 
general tax system of the Country. 

16. 	 The Advisors recoannend that implementation of the reorganization 3ug
gested be considered urgent, and subm.t a specific plan to this end. 

III 	- SUM4ARY OF THE PPINCIPAL ,NkTTERSCOVERD BY TH VARIOUS REPOWS 

1. 	General Information on Paraguay
 
Ref.: Report No. 8. Pages 2 - 8
 

2. 	 Study of the Network of Roads in Parajguay. Inventory of Existing
 
Roads, Sumary of Road Inventory,
 
Ref.: 	 Report No. 8 Pages 8 18
 

Report No. 4 7 g2s 1 - 9
 
Report No. 0 3 Voltimes
 

3. 	 Study of the Organizations entrusted with the Construction and 
Maintenance of Roads
 
Ref.: Report No. 8. Pages 20 - 29
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4. 	 Definition of work of Construction, Improvement and 	Maint.-nance of 
Highways together with an Explanation of the Difference baween these
activities.
 

Ref.: Annex of Report No. 4. Pages 1 - 6 
.5. 	 Proposed he,)rganization of the General Administration of Public Roads.

Ref.: Report No. 8 Pages 32 50 
Report No. 9 Annex I
 

6. 	 Pre-Requisites for LGV Personnel, Definiticn of Responsibilities
Scale of Salaries for the Proposed Organization. 

and 

Ref.: Report No. 8 Pages 52 - 59 

7. 	 Recommendation for Staff Training.
Ref.: Report No. 8 Pages 59 - 61 

8. 	 Inventory of Road-Making Equipment. Recommendations on Equipment andExisting Installations. Proposals for the Reorganization of Maintenance
Centers. 
Ref. * Report No. 8 Pages 63 - 79 

Report No. 4 Pages 10 - 20 
9. 	 Recommendations on Purchasing, Call for Tenders, Recording and Warehousing of Road-Building Equipment, Workshop Machinery and Tools, Spareparts and Materials.
 

Ref. : Report No. 8 Pages 81 - 89
 

1f. 	 'Present Situation and Recommendations on the Stabilization and
Budgeting of Maintenance Work. 
Ref. Report No. 8 Pages 91 - 104 

11. 
Proposals for Capital and Operational Budgets

Ref.: Report No. 7 Pages 7 - 8 

Report No. 9 Annex III
 

12. 	 Technical Instructions on Paved and Dirt Highway Mintenance.
Ref. 	: Report No. 8 Pages 109 - 147 
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Limitation and Control of Weights and Dimensions of Vehicles 
on the
 

13. 

Highways.
 
Ref.: Report No. 8 Pages 149 - 151
 

for Improvement and Maintenancel4. 	 Recommendations on Technical Standards 
of Roads.
 
Ref.: Report No. 9 Item II - 3
 

Proposed Reorganization.a5. 	 Implmentation Program for the 
Ref.: Report No. 9 Annex IV 

,A1Ii1ENANCE PROGRAMIMPLEMENTATION PLAN OF '11M 

Probable time from the date of Approval
Phase 

of the Plan by the M,1inistry. 

Administrative Reorganization 

Assignment of the present Officials to their new resnonsiDilities.. 1 Month 

existing personnel.1 MonthCreation of the new Divisions and Sections with 

establishment.... 2 Months
Contracting of new Officials to ccslete the new 


DistrictsRoad-Construction and Maintenance 

Installation of Districts in provisional Hesdquarters to be
 

acquired through grant of concessions or by rental by the
 
2 Monthsinist j ..... .................................................... 


Redistribution of existing machinery between the 
3 Months
......................
Road-Construction and M4aintenance Districts 

...... 6 MonthsArrival of new machinery purchased through Call for Tenders 

6-9 Mos.of New District Headquarters ........................
Construction 

OFFICES 
6 MonthsOffice ..............................
Modifications to the Central 
6-9 Mos.
 .............................
Installation of District Offices 
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List of Personnel to be Contracted 

Occupation Required Presently Existent To be Contracted 

Engineers 14 9 5 
Officials 100 99 1 
Topographers 9 6 3 

Q(ualified Employees 267 245 22' 

Assistants and Laborers 277 143 134 

EXCERPTS FROM DRAFT CONTRACT WHEREBY GOP TO RETAIN CONSULTANTS 

The Government, through this Contract, establishes the utilizationof the Services of the Consultants according to the following terms and 
provisions: 

The Consultants shall send to Paraguay first class experts who willserve in their respective fields under the General Director of Highways of
the Ministry, to assist and advise the office of the Direction General of,Highways in the adoption and performance of an adequate program of maintenance of national routes. The Consultants shall accordingly advise the
introducbion of. -odern methods in the organization and functioning of the
Department of Conservation of said Direction. 

For the purposes mentioned in ClauGe 2.02, the Consultants shall
consider the studies previously made, duly evaluating thethem and making
recommendations of the need for amplifying or improving upon them, with 
special emphasis on: 

a) Inventory of existing roads, shops and equipment. 
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•TRANSIATION 

b) 	 Cost Accounting System. 

c) 	Control of vehicle weights and dimensions.
 

d) 	Requirements and specifications for equipments, shops and spare
 
parts for the maintenance of the different types of roads. 

e) 	Organization of the Maintenance Department, including personnel. 

f) 	 Detailed Annual Budget (foreign exchange cost and local cost) 

for 	the period 1967 - 1970.
 

The 	Consultants shall also perform the following: 

a) 	 Prepare bidding documents as may be required for the purchase of 
maintenance equipment, assist the M[inistry in the analysis of 
bids and make rccomiendation for award. 

b) 	 Review all programs that may be proposed by international financ
ing institutions in connection with road maintenance and advise 
the Ministry as to how such prcgrams may best complement the 
National Programs for Road Maintenance and Betternment. 

c) Prepare and submit quarterly prcgress reports covering the
 
Consultants work and the status of the Maintenance Prcgram. 
Tnese reports are to be prepared in English and Spanish with 
two copies submitted directly to the Bank and four copies to 
the 	Ministry. 

The above listing is specifitc but not limiting; the Consultants 
shall take action by their owni initiatve within the limits of their 
responsibilities to favorably satisfy Ihe best interests of the Government 
with relation to the Project referred l:o in this Contract. The Consultants 
shall prepare and submit to the .inist y, aithin six months after the ef
fective date of this C<.tract, acompr hcnsive rc-ort su marizing their 
recommendations to achieve the obJecti" e described in Clause 2.02. The 
report shall. also include, among other things, a proposed priority schedule 
for implementing the Consultants recomm idations and a detailed List of 
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the specific annual requirements in equipment,,,aterials for the period 1967-1970. 
spare parts, supplies and

The report shall be prepared inuoth English and Spanish with three copies submitted directly to the Bank
and twenty copies to the Ministry. 

The Consultants shall provide:
 

I (One) Engineer in the fiel6. of Miintenance of Roads.1 (One) Mechanical Engineer specialized in road equipment.1 (One) Expert specialized in Shops and Warehouses.1 (One) Expert in Accounting. 

A total of 36 man-months of Services will be provided under thisContract in accordance with the Bar Chart attached hereto as Annex No. 1.
 
The employment of any other additional specialistupon by both the shall be agreedMinistry and the Consultants. 
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TABLE I - SCHEDULE OF BUDGETS 

1. 	 CAPITAL BUDGET
 

No. HEADINGS 
 CAPITAL BUDGET FOR THE FIVE YEARS 1965 - 1969 U$S NECESSARY CONTRIBUTIONS 

1965 1966 1967 1968 1969 CREDIT 12 PA OT IER CREDIT 

1 	 Equipm:,1 and Vehicles 633. 621 1.197. 799 921. 350 C31. 672 213.192 633. 621 2.964. 013 
2 	 Spares, Machines & Tools 251.000 167 691 134.152 126.235 70.353 251.000 498.431 
3 	 Installations " 215.379 120.000 90. 	000 60.000 30.000 215.379 300.000 

TOTALS 1.100.000 1.485.490 1.145.502 817.907 313.545 1.100.000 3.762.444 

* For Foreign Purchase of Metal Structures and Culverts. 

2. 	 OPERATIONAL BUDGET
 

HEADINGS 
 OPERATIONAL BUDGET FOR THE FIVE YEARS 1965 - 1969 U$S OBSERVATIONS 

1965 196 1967 1968 1969 
1. General Administration 150. 800 150. 800 150. 800 150. 800 150. 800 Accepted 
2 	 Maintenance of Hlighways 505. 800 505. 800 505. 800 505. 800 505. 800 80% Maintenance 
3 DTDT and Regional Workshops 212. 400 212.400 212. 400 212. 400 212. 400 20% Improvements 

TOTALS 869. 000 869. 000 869. 000 869. 000 869.000 

HH' 
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COST BENEFIT-RATIO ANALYSIS 

Cost-Benefit Ratios are computed by reducing the annual cost of

construction and the annual benefits to traffic to their present worths
 
at the beginning of the construction period for each section using a
 
discount rate of 8,. (See ta'- raczg 25 for cost-benefit ratios.) 

Contribution of Brazil Traffic 
- There aig three toll stations on the

road each collecting a 'toll of 50 guexr.ines (39.7,) per vehicle. Tolls 
are collected for traffic in only one direction; therefore, a vehicle in
 
making a round trip will pay only 3 tolls. In computing the toll 
contribution for each vehicle, the tolls have been distributed to each 
section in proportion to its length.
 

In maling a round trip each vehicle will contribute the following
 
amount, in cents per ADT, for each section.
 

Section A - 3x0 x_.73 100
 
2 227 x 6 = 19 '
 

Section B - 75 59 100 150
 
x - x 27= 15
 

Section C - 75 50 100
 
x 7 x 1 2 -6 = 3 

Section D - 75 1 100
 
x 227 x T12 = 380
 

The gas tax i:: laraguay is 7.30 guaranies per liter. Tn computing
the gas tax per vehicle, gasoline conswiuption for the average vehicle has 
been considered as one liter for each kilometers5 of travel. This tax 
has also been distributed to each section in proportion to its length.
The following computations show the gas tex contribution for each vehicle 
for each section of road:
 

Section A - 730 x 73 1005 x 126 85$ 

Section B - .46 x 59 x 1 00
 
126
 

1. 4 6 Section C - X 50 100x = 58$ 

Section D - 1.46 145 100 =
 
U LS 68
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The annual contribution per vehicle for both tolls and the gas tax
 

from the Brazilian traffic for each section would be:
 

Section A  (0.85 + 0.19) x 365 = $380
 

Section B  (0.68 + 0.15) x 365 = $303 

Section C - (0,58 +0.13) x 355 - $259 

Section D - (1.68 + 0.38) x 365 = $752
 

Savings to Paraguaybn Traffic 
-
An analysis of motor vehicle operr.tion
in Paraguayj which was made by Brown and Root, shows a saving of 4.6 ceats
per kilometer as a weighted average saving to afi 
vehicles in operating
over payement in good condition 
as against an unsurfaced road. From this
value and the condition of surfaces of the various sections as 
they would
be if the repairs were not made, the following values in cents per
kilometer have been derived: 
 Section Al.C ; Section B, 3.00; section C,2.60; Section D, 1 
..
 

Following are computations showing the annual savings per vehicle foreach secticn of road: 

Section A - 0.01 x 73 x 365 
= $266
 

Section B - 0.03 x 59 x 365 
- 646 

Section C - 0.02 x 50 x 365 
= $365 

Section D - 0.0]. x 145 x 365 = $530 

Present Worth Comuutations - Tie tables on the following pages show
the values of annual savings and benefits to traffic. and 
 the present worthof these savings discounted to the beginning of construction together with 

* This refers to Paragumyan vehicle owers oL, sIncu we areinterest,,d in benefits to the Paraguayan economy. IisIs thepossibility that some savings to Brazilian vehicle owners well be passedalong to Paraguayan. shippers and conslgnees in the form of redu.ced
transportation charges on exports and impcts. 

UNCLASSIFIED
 



UNCLASSIFIED 
ARNEX IIEMfBIT 9, P. 3 of T 

the totals over a "3-year period for each section of road. An examinationof these tables will show the savings to the Paraguayan traffic alone will pay off the construction In-.,estment for the various sections as 
follows:
 

Section A - 2 years 

Section B - 8 years 

Section C - 12 years 

Section D - 14 years 
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GS TAX & TOLLS -

ADT ANA RSN
WORTH
 

1000
 

422 $159.9$ '14.7
 

44 16.7 
 4,.
 

10 
 17.5 
 13.9 
48 18.02 .9
 

0 19.0
 

52 19.7 
 12.4
 

54 20.5512.0
 

56 21.3 
 11.5 

58 22.0 
1_____.

60 22. 20.5
3 


63 ; 2) 10.2
 
6 6 25.1 o
 

9 D6 

72 27.3 9. 3 f 

Y5 28. 3.0 

j7 8 
 1 29.6 8
o.6
 

8i 30.7 8.3
 
84 31.9 
 8.o
 

87 
 7.33.1 

92 
 7.4, 

TOTAL $214.7 

YEAR 

1 


70 


71 


F72 

73 


74 


75 


76 


77 

78 


79 


80 


81 


81: 


v-wTS 


8210.340 
82 0269 

83 i0.315 : 

84 0.292 

8 -
S86 0.250 

87 0.232 


FACTOR 


F9,0.926 

0.857 

0.794 
0.735 

0.681 


0.630 

0.584 j 

O54o 

0.500 

o.463 

-- 63 


0.429 


0.397 


0.368 


172 


1815 


1897 


I 980 


2o62 


2145 


2227 


i2310 


2392 

2475 


2599 


2722 


2846 L 
2970 


SECTION A
 
-
~-PT A-

AflNUA SRENTSlViNGS WHoflE 

00 1 1000 


$461 1732$427 


483 413 


504 
 400 

527 
 387 


518 373 


571 
 359 


592 


614 
 331 


636 318 

657 


6 5 7 I 305 


691 
 296 


7224 287 


72471.
 
5278 


"69I
70 


3093j 822 
 ? 259 


3217 
 855 :249 


3- 8 
 240 

3465 920 
 230 


3589 955 
 221 

88 0.215 .3712 986 
 24.2 

TOTAL $6200 
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SECTION B
 

TRA5FIC SAVINGS 

GAS IM
 

YEAR P.W, ! ADT AlI~UAL PRESENT ADT A mlUAL PRESENTFACTOR 
 .SAVINGS 
 WRTH 
 BEN:EFIT WORT
 
(1000) (100o '(O0) 
 " 000168. 0.926 495 $319 $295 4o $22.1 $11.2 

69 0.857 530 342 293 42 12.7 10.9 

70 0.794_J 567 366 290 1 44 13.3 

71 0.735 607 
 392 288 
 46 13.9 10.2 

72 o.681 648 418 284 
 i 48 4..5 1 9 

o73 64 448 282 500.630 

15.1 9.5 

74 0.524 743 480 280 
 52 15.7 9.2 

75 i 0.540j76 ! .0 795 i513548, 1277 54 i16. 4I 9. 1 
.500 850 548 56 1274
7.0
 

7T o.46 3 10587
, ,,, 
- 2 53 17.6 1 . 

78t 0.429 i974 628 !27o , f 18.2 7.8 
79 0.397 l04 673 
 267 63 7.6 

:80 0.3u8 2113 1 719 264 66 ., 0.0 7. 

81 0.340 1192 769 2 6 69 20.9 7.1 
82 0.315 1275 
 823 259 
 22 9 

83 0.292 1365 880 257 
 75 .7 6.6 

84 0.270 1460 942 254 78 23.6 6.4 
85 0.250 1563 1010 253 81 24.5 6.:86 0.232 1673 1078 250 84 25.4 5. 

87' 0.215 ].790 1153 248 1 87 26.3 5.7 

TOTL $5418 TOTAL $64.4 
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SECTION C
 

T.............AIAVTNGsA
P.W. !ADT A & TOLLSANNA. PRESENT ADT ANNUAL PRESENT
FACTOR 
 I SAVINGS WORTHW BENMFIT WORTH1969 o.926 305 / 
10oo (1000) i or65$ill $102.9 100014208 
 $io.0
 

70 5O87 326 
 119 
 102.0
71 o.794 349 127 
L4 9.8100.8 j 46 11.8 9.4 

72 0.735 374 0 i 9.1
73 0.681 40o 146 99.3 50 
 ,2.9 8.8
. 0.6304 428 , 
956428 98.2 i 52 
 13.5 
 8.5 

75 0.584 458 167 97.5 54 8.2o.4, .51, 14.014.0
0.540 49076 96. 56 5 

8.2 
.8
 

77 0.500 525 192 
 90.0 
 15.0 
 r5
 
78 0.463 561 
 205 
 95. 0 
 15.5 
 72
 
79 0.429 6o0 
 219 
 l 94.0 63 
 16.3 
 7.0 

80 0.397 642 234 02.8 
 7 6.8 

8 06870 
 251 
 92-3 69 
 6.6
 
,2 0.340 735 
 269 
 1 72-35~ 291 
 72 12.6 6.3
83 0.315 787 287 90.3 -75 
 19.L 6.1
 

04 0.292 
 842 307 
 89.6 78 20.2 
 5.
 .
0.270 902 329 , 88'7 8! 21.0571.0
 
8630.250 
 965 352 88.0 21.? 
87 0.232 1033 
 377 
 37.5 87 22.5 5.2
 
88 0.215 110. 4o4 
 87.0 023.3 
 5.0
 

IOTAL $1,889.9 
 TOTAL 
 $14.3
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SECTION' D 

TRAFIC SAVINGS GAS TAX & TOjLSjYAR PJ1. ADT AnNUAL PRESENT ADTFACTOR ANNUAL -PRESENTSAVINGS WORTH B 'ITWORTH(1000)(4 oo o1000(0.1970 0.926 
 206 $109 $400.9 44 $33.1 $30.6 
7. 0.857 221 117 100.3 
 46 34.6 29.6
 

72 0.794 
 236 125 
 99.3 48 36.1 
 28.6 

19P.3 50 37.6 27.6 
7,4 0.681 271 
 143 97.3 
 52 39.1 
 26.6
 

75 0.630 1 I290 153 1 96.3 54 140.6 25.5 
76 0.584 310 164 95.7 56 42.1 24.6 

77 0.540 
 332 176 
 198695. o 58 43.6 23.5
 
78 0.500 355 188 i 4 6o05. 45.1 22.6
 
79 o.463 380 1 201 93. 6 47.3 2 .97 
 I 
80 0.429 407 215 

21.9 
92.2_ _" I4 66 49.6 21.3_ 

.• 2 . 
397 435 230 91.3 69 
 51.8 20.6 

82 0.368, 1465 2146 905 7.72 5419854. 11 0 5 i .. 

3 0340 1498 264 89.6 19.5 
84 0.315 153 28 887Jy 58.7 J io.h 

5I 282 88.7 78 58.7 
8 50 .292 57o __ _ __ _ __ _ __ _ _ _ _ _850 2 2 5 0302 I 88.2 81 I _ _6 _ .8 _ _ _ 1_ _ _ _ ,. 

86 0.270 610 .323 I 87.1; ,4 60 j2 17.0 
87 1 0.250 ! 652 i.i,S52 346 86.5- 87 65.3 16.3 

88 0.232; 697 369 85. 1 90 67.7 15.7 
8 9 J0.215 I 7746 

8.00395 93 69.9 15.0 
TOTAL 1,854.8 TOTAL $443.o 

UNCLASSIFIED 



ESTIMATED VEHICLE OWNERiSIFTP AND OP RATIN, COSTS 1N PARAGUAY 
0 

Truck 

P4 

1O-Ton0 
- DEPRECIATION AND AVERAGE VALUE DieselDuties '&Taxes 120/List price, Asuncion. ......................................
DeductOes.. 2,7UOQOO" List price less customs 

i 
duties, taxes, etc ................. .. .. .. .. I1,30,00 

. Deduct cost of tires ............................................ 
 60 0
Total Cost less tires . 1,180,000Estimated salvage value after 5 years ....................... 
 370,000 
Total Depreciation less tires $ 810,000Average value 
over 5-year period ............................ 
 755,000 

ANNUAL COSTS

Total Depreciation -/. 5 ..................................... 
 162,000
2epairs, 75% of Annual Depreciation .........................
 123,750
Interest, Insu'ance, Licenses and Storage, 15%; of Average Value 
 143,250 


Total Annual 14xed Costs 
 ..... 432,000 

COST PER KILOI2TER EXISTINGON UNSURFACED ROADAnnual Fixed Cost "/ 32,000 km/year.......................13.50 
Fuel - speed of 50 km/hr. 0 2/3 max. .p. /t ......... 4.4
Lubrication and miscellaneous services, 40'j of costfuel ..... 1.76Tire wear = tire cost -7. 30,000 km.......................... 

Tire repairs, 15% of tire wear 

5.33 

0.0..
Driver and helper (08,ooo + 6,000)/month /. 2,667 km/mo 

o 
5.25
Social benefits, 40 of C1400................................... 
. 2.10 

Total Cost Per Kilometer ..... 33.14 


COST PE KILOT TER ON PAVEHKNT IN GOOD CONDITIONAnnual Fixed Cost -/. 48,000 km/year........................9.00
_-uel - speed of 65 km/hr. @ 2/3 m=x. h.p. @ 15/t.... .............

Lubrication and miscellaneous services, 40% of fuel cost 

. 00 
..... 1.76
Tire wear = tire cost /. 4u.,oUU k............ 
 ........... 4.oo
Tire repairs, 15% of tire wear 
 ............................. 

Driver and helper (W8,ooo + 6,000)/month -/. 4,000 km/mo. 
0.60 

Social Benefits. 40% of C14,000 
3.50 

.............................
 1.4o 

Total Cost Per Kilometer ..... 
 24.66 
Net Eenefit Per Kilometer .... 6 8.48 
Percent of Average Daily Traffic 30% 


Weighted value for Average Daily T;,f-Ic - -. 82 .oh62.54 

Truck 

6 -Ton 

Gasuline

i00o 

1,300,000 

650s00
of650,000 
14o,000 

510,000 
200,000 
310,000 
355,000 

62,000 

h6,500 
53,250 

161,750 


5.05 

4.4o 
1.76 

4.67 

0.70 
5.25 
2.10 

23.83 


3.37 

4.40 

1.76 

3.50 

.52 


3.50 

1.4o 


18.45 


5.38 

40% 


2.14 

Micro 


20-place 


Gasoline
80% 
/)5,000 

640,000 

42 ,000 
598,000 
220,000 

378,000 
409,000 

75,600 
56,700 

61,350 


1-93,650 


6.05 

300 

1.20 

1.40 

.21 


5.25 

2.10 


19.21 


4.03 

3.00 

1.20 

1.05 

0.16 

3.50 

.4o 


14.34 


4.87 
20% 


0.97 

Car
 
6--place
 

Gasoline
]60% 
1,052,000
 

420, 000 
32,000 

388,000 
150,000 
238,000
 
269,000 

47,600 
40,3,0
 
40,350
 
134,500
 

4.20
 
2.70
 
1.08 
1.07
 
o.16 
0
 
0 

9.21
 

2.80
 
2.70
 
1.o08
 
0.80 
0.12
 
0
 
0
 
7.50
 

1.71
 
10%
 

0.17 

http:km/year.......................13
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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 0258 million anO of
 
the autonomous agencies at 026 million, or a combined deficit of 
284
 
million. 
In arriving at these figures, the Mission mE.de allowance for
 
reasonable growth in revenues resulting from an expanding economy and
 
improved tax administration. No consideration was given to newr taxes or
 
-tonew tax rates since the Minister of Finance indicated that none are
 
contemplated for 1966. 
The Mission also made allorance for a reasonable
 
growth in current expenditures by the Government. In the case of the
 
autonomous agencies, both revenues qnd expenditures were prcjected on the
 
basis of the experience and/or prospects for each one of the agencies and
 
they are believed to be quite realistic. Revcourse to the Central Bank for
 
the above amount plus the unblocking of some ,165 million of previously
sterilized deposits for the Paraguari-Encarnacion Reaid and PL-480 fhnds
 
would raise the monetary issue by the Central Bank tc V450 million and 
would again be incompatible with the Go'crrmct'S de tarmination to maintain 
internal .and external stability. Thus unless iurther increases in revenues
 
and/or reduc'1ion 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 lenders 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 saxrings 
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 sharas of financing from
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external and from internal sources can obviously be answered best only in
the context of each individual loan made for Specific projects. 
Nevertheless, it appears desirable to set out some average cost-sharing principles
for the total public investment efforttached. to which external financing is at
are relevant. 

In setting forth such broad guidelines, two major considerations
The first is
of external 

the balance of payments outlook and the amountcapital that must be relied uponobjectives. to meet balance of payments
achieving 

The second is the fiscal and monetary policy to be followed inthe Government's objective of growth understability. conditionsThe of relativetotal volume of external capital already in the pipelineand its projected rate of utilization fully meets the requirements of the
balance of payments during 1965-67.
projected Thus, the capital inflow in 1966-67under possible new loans and credits doesconsideration not need to give primaryto 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, theprojected capital inflows would necessitate a greater recourse by the
government of borrowing from the Central Bankits policy of maintaining relative 
than would be consistent withmoetarythat the government and. price stability.will be It followsable to achievebf payments objectives only if 

its fiscal, monetary and balancethe inflow of external capital in j965-67is greater than the direct import content of the investment effort. 
 This
implies that project loans will need to cover at least part of the domestic

costs of the projects they are intended to finance.
that in the near-term project loans need on 

The Mission believes
 
the average to cover the direct
.mport component of public investment which in Paraguay is very high-possibly
as much as two-thirds, plus the full amountinstances where local of the domestic component inresources allmust beProject loans which can rely 

supplied by the Central Government.on other sourcesfinancing, need not cover more than the foreign 
for 
exchange component. 

the local currency
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PARAGUAY 

I. *BASIC DATA 

Area: 
 157,052 sq. miles
 

Population:mdd- 1964 l,900, 000 
Rate of growth, 1955-64: 2.65%p.a.
P ,pulation density per sq. mile 12.1
 

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

1964:. 3.0%p.a. 

Per capita(1964): US$208 (at Official Exchange rate)
 

Gross domestic oroduct at 1962 mrket 
prices: ' 47-billion 
of which, inpercent, Agriculture: 22.3 

Cattle: 10.9 
Minig: 0.1
 
Forestry:. 3.7
 
Manufacturing : 

Industry: 17.4
 
Services: 38.0 

Percent of GDP at market prices 
 1 !957-I(

Gross investment 
 15.7% 
 16.1%
Gross savings 
 13.2%, 12.9%
 
Balance of paynnnt3 current 
 2.5% 3.2% 

account deficit
 
Investment income payments 
 0.6% 
 0.5%
Government taxation revenue 
(or 
 877% 8.9%(1963-1964) 

current revenues) 

Resources gao as "Vof investment 16.9% 
 19.8%
 
RelatiQnship to large monetary or customs area: 
 Member of ALAIC
 

Overall rate of change in
 
Total money supply 
Time and savings deposits 

1964
million 44473 

" 1724 

1 -16 
124%

1.034% 
Commercial bank credit to 

private sector " 2622 518% 
Other lending to private

sector (BNF)
Rate of change in prices 

" 1215 
2% 

-35% 
9% p.a. 
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1961 Rate of change, 1963-64Public sector operations 
Government current receipts mill. 0- 4,366 3.5% 

Govt. current expenditures mill. 0 4,092 3.9% 

Surplus on current account mill. 	0 274 -2.0%
 
0 914 24.8%
Govt. capital ex-penditures 1/m 

Public irvestment expenditures 
I/ million 0 1,978 31.3% 

;Total external assistance to. 
public sector 2/ million 849 29.8% 

Most recent year4FExternal public debt (in US$, 1 
.llion US$ 56.3 millionUS$46.iTotal debt 

(12/31/64) 
Total annual debt service US$ 3.3 million US$ 5.2 million
 

(!964) 
ll.4% (1964)
-Debt service ratio 	 9% 


Most recent year .verall rate 	of
Balance of payments (in US$) 
change 

.Total exports 	 US$45.4 million(19"4) - 1A 6%(1962-64? 
US$44.3 million(1964) - 9.9%(1962-64)Total imports 

US$11.6 million(19 64) - 63.9%(1962-64)
Net invisibles 2/ 

US$10.6 million(19

64) --38.5%(1962-64)
Net current account balance 


Past Average Most recent year
 

Commodity concentration of
 
exp;orts (customs data) Livestock 31% Livestock 33%
 

(1964)
(1957-1964) 

Gross foreign exchange reserve-s US$ 3.0 million April 1965
 

US$ 9.0 million
(1958-1)64)
of.the Central Bank 

(or less than (or less than two
 

one months' months' imports)
 

imports)
 

Real and financial investnient (see Table 9a)
 

External'Financing in the Public Sector Investmnt Program.
 

Private donations are included.
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POPUL 


Total and by selected Departments
 

1950 


Census 


PARAGUAY 
 1,328.452 


Departments
 

Caaguazd 
 71,699 


Alto ParanA 9.531 

ANNEX III
 
FIBIT 2, p 3 of 16 

ATION
 

1962. Intercensal 

Census Variation 
per cent 

1,816.890 37 

123.590 72 

26.680 180 

Source: Direcci6n General de Estadlstica y Censos 
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GROSS DO'.qSTIC PRODUCT, BY SECTORS OF DRODUCTION 1955-1964 
(M'illions of guaranies constant 1962 prices) 

1955 1956 1957 1958 1959 1960 1961 1962 1 6e 1964 
_________(Estx"'ated) (Estimated) 

Agriculture 7,904 7,852 8,189 8,504 8,733 8,908 9,204 9,813 1C,454 10,500
Cattle 4,286 4,365 4,305 4,709 4,427 4,388 5,015 4,630 4,955 5,120Forestry 1,397 1,614 1,584 1,568 1,551 1,511 1,611 1,628 1,535 1,730Hunting and fishing 33 33 28 26 35 37 43 
 40 42
Sub-total 13,620 13,864 !4.106 1L,807 
44
 

14,746 14,844 15,873 16,111 16,986 17,394

Mining 38 37 50 47 31 57 57 46 70 l/
Industry 6,102 6,069 70_/6,421 6,647 6,886 6,494 7,112 7,169 7,656 8,180Construction 
 613 617 668 
 679 742 995 900 1,015 1,039 1,086
Sub-total 6,753 6,723 7,139 ..- 73

t 7,659 7 6 8,069 8,236' 8 765 9,336Electricity  185 195 215 234 
 233 2L3Water and San.Servs. 5 10 32 57 L8 75 
271 

76 30 84 88Trans.& Comm. 1,552 1,637 1,670 1,636 1,l591 1,621 1,788 1,822 1,934 2-019Sub-tota , 1,724 1,832 1,897 1,908 1, 73 1,922 2,097 2,155 2,282 2,378Coiamerce, finance 7, 741 ,831 8,229 8-,950 8,380 8,984 9,324 9,435 9,600 9,750Gpvernment 1,635 
 1,698 1,759 1,785 1, 805 1,849 1,807 1,820 1,820
Housing 1,308 1,343 1,381 1,416 1,154 1,500 
1,840

1,545 1,5.9. 1,600 1,650Other services 3,395 3,455 3,722 4,024 4,217 4,158 4,403 4,443 4,500 4,600
Sub-total 14,079 13,327 15,091 16,175 15,856 16,49L 17,079 17,291 17,52C 17,.)

Total 36,176 35,746 38,233 40,263 41,134 40,803 43,119 43,787 
45, 553 46,948
 

Note: Details ma-,y not add due to rounding_/Pi6dra Triturada 22.0 para X (Ruth ll) 
c+H 

Scurces: Cuentas Nacionales de la Repdblica del Paraguay y otros antecedentes estadsticos, TomoIH
Requerimientos Firancieros Externos en el Bienio 1965-1966, Parte la.
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GROSS DEMSTIC PRODUCT, BY SECTORS OF M ODUCTION, 1264-1970 
(Millions of guaranies constant 1962 prices) 

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

Agrieulture 
Cattle 
Forestry 
Hunting ari-
Fishing 

Gub-total 

10,500 
5,120 
1,730 

44 
17,394 

11,207 
5,216 
1,800 

46 
18,269 

11,882 
5,332 
1,880 

48 
19,14U2 

12,581 
5,656 
1,986 

50 
20,_273 

13,370 
6,011 
2,112 

53 
21,546 

14,231 
6,398 
2,247 

56 
22,932 

15,149 
6,809 
2,391 

58 
24 , C1 

44 
33 
38 

32 
LIO 

Mining 
Industry 
Construction 

Sub-total 

71O/ 72 
8,180 8,740 
1,086 1,257 
9,336 10,069 

74 
9,634 
1,324 

11032 

85 
10,394 
1,428 

11,907 

90 
11,046 
1,518 

12,654 

95 
11,757 
1,616 

13, 6 

101/ '44 
12,513 53 
1,720 58 

14,334 5 
Electricity 
Water and Sanitary
Services 

271 

88 

286 

94 

308 

100 

333 

108 

358 

116 

383 

124 

4C/] 

132 / 

51 

50 
Transportation & 
Communications 2,019 

Sub-total 228 
?,102 
2,482 

2,297 
2,705 

2,486 
2,2 

2,671 
L 5 

2,858 
3,365 

3,050V 
3,595 

51 
1 

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

Sub-total 17,840 

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

18,220 

10,200 
1,900 
1,800 
4,$50 
18,750 

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

19,620 

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

20,665 

11,184 
2.194 
2,C85 
6,262 

21,725 

12,048 
2,307 
2,193 
6,300 

22,848 

24 
25 
33 
37 
28 

TOTAL 46, 9 ,040 51,629 54-727 58-,010 5lr,490 65,180 _3 

Note: Detail may not add due to rounding 

l/Piedra triturada 22.0 para X (Ruta 11) 
/Con Valle-mi ampliado; no se exporta piedra.

V/Se estima en funci6n de 1A demanda proyectada por ANDE y en 1970 el de 
incremento por electrificaci6n rural.
 

a/Se estima pasar de 16,000 a 21,000 usuarios segdn proyecto de ampliaci6n
CORPOSANA. 

_Se proyecta aparte (v r anexos)
 

Source: Requerimientos Financieros Externos en el Bienio 1965-1966, parte la.
 

UNCLASSIFIED 



GOLD AND FOREIGN EXCHAI'GE RESERVES, 

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

Net Net
 
LiAbilities I Reserves
Convertible Bilateral 


foreign AGREE - Gross Short- Bilateral posi- Central Private Total Net 
Year Gold exchange MENT Reserves term Agreements tion Bank BANKS Reserves 

1952 190 4,616 2,757 7,563 - 1,374 6,189 3,537 10,176
1953 190 3,747 1, 900 5,837 - 3,567 2,270 5,031 7,301 
1954 190 3,322 855 4,367 - 52 -.3,571 375 1,119 4,705 5,824
1955 190 1,002 4,371 5,563 - 353 - 1,711 375 3,874 4,700 8,574
1956 181 1,062. 6,787 8,030 - 120 - 700 - 1,125 6,085 3,169 9,274
1957 136 1,419 4,880 6,435 - 23 - 368 - 3,625 2;419 1,057 3,476
1958 86 272 7,023 7,381 - 589 - 40 - 4,375 2,377 - 63 2,314
1959 108 2,751 1,077 3,936 6 - 941 - 2,563 426 - 1,261 - 835 
1960 95 372 542 1,009 - - - 1,044 - 2,375 -2,410 - 1,070 -3,480 
1961 82 2,357 79 2,518 - - - 1,433 - 438 647 - 2,468 - 1,821 
1962 81 698 41 820 - 764 - 743 1,312 625 - 1,693 - 1,G68
1963 81 1,318 429 1,028 -1,500 - 134 1,812 2,006 - 735 1,271 
1964 81 3,066 476 3,623 - 600 - 19 2,312 5,316 - 778 4,538
1965 1,01 _! 6,440 / 1,176 8,632 - - - 9 2,812- 11,435 - 2,521 %9A4 

a_/ ncies purchaso of $ 937,000 in gold that will be paid to the 11, as the gold ccntribition to Cr 

increasing Paraguay's quota in the Fund. Hi 
E 

]2/ Since September 1965, includes an investnnt of $250,000 in BRD bonds. d 

ON 
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GOVERNMENT FINANCES, 1960-64 
(In millions of guarapies) 

E 
o 

P 

1960 1961 

Cash revenlesOrdinary 2,586.8 2,842.9
Special Laws 732.0 788.8 
Total 3,318.8 3,631.7 

Authorized expenditures
Ordinary 2,671.3 2,942,9Special Laws 684.0 812.9 

3,355.3 3,75..8
Redemption of debt held by

Central Bank (net) -36.6 -
Changes in departmental

balances (increase -) ) / )
Check float ) 341 36. 
Adjusted cash exenditure 3 352 1 z,792.0
Treasurcy s pus or deficit(-)'- 3.5 -12h.1 
Cash sua-plus or deficit (-)-3-

Central Bank financing
Loanm 22,.3 94.4
Transfer of profits 50.4 --Change in government deposits 

(increase -) 2/ - 39.4 65.9 

1962 

3,424.7 
903.8 

4,328.5 

3,542.0 
910.3 

.4,487.2 

-2.6-

-116.0 
- 30,9 

4,337.7 
-158.7 

9.1 

149.1 
-

-140.0 

1963 1964 

3,496.7 3,658.5 
871.3 897.7 

4, . 4,556.2 

3,844.5 4,140.3 
889.2 9C.5 

4,733.7 5,C30.8 

-47.11/ -33.4 

-11.4 -32.7 
3.2 -31.0 

4.677.7 4.933.7 
-365.7 - 474.6 
- 309.8 a377.5 

309.0 485.6 
--

.. 

0.8 - 108.1 

1964 
January-
,Warch 
!-c 

868.4 
182.6 

1,051.O 

.781.b 
175.5 

956.9 

-76.5 

38.0 
8.5 

926.9 
9L,.1 
14.1 

-70.0 

-54.1 

1965 
January
.!iarch 

ac 

1,119.2 
263.1 

1,382.3 

932.4 
198.5 

1,130.9 

7.3 
81.6 

1,052.6 
251.4 

-329.7 

-174.8 

- 154.9 

9

ro 

Sources: Ministry of Finance, and Central Bank of Paraguay.i!Estimate s 

2/Excluding P.L. 480 counterpart fujd balances. 
Note: Totals mvy not add o1w4Ji to rounding. 

' 
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CENTRAL GOVERNINT REVEiMIUES AfD ;X,'i;D±TIJL3S 1963-1970 
(in nillions of guaranies) 

1963 1964 1965 1966 1967 1968 1969 1970 

: 

1. I'ages and Salaries 1833 
2. Purchases 1456 
3. Transfers 587 

a. Persons (Pensions, etc.) 376 
b. Agencies 211 

1) Public ';nterprises 51 
2) Decentralized Agencies 160 
3) Municipalities -

4. Interest on Public Debt 63 
a. Internal 11 
b. External 52 

5. Total qurrent Expenditures
(-i 2 L 3 i 4) 3939 

6. jaortizations 762/ 
a) Domestic 24 
b) external 152 

7. Transfers on Capital Account 191 
8. Real Investment 541 
9. Total Expenditures (516 171-8 ) 4847 2/ 

10. Current Revenues 4219 
11. Deficit or Surplus (9-10) 
12. Inflow of External Funds 362 
13. Changes in Accumulated Saving -73 

* or Reserve 
14. Domnstic Borrowing 339 
15.Gap to be Financed (-) or Surplus(f)-

1990 
2159 
661 
415 / 
246 
7-5 

169 
2 

86 
19 

67 

4092 
2133/
59 

154 
267 
647 

5219 

-853 
397 
-75 

531 
-

2195 
1356 
661 
7-5i/ 
246 

75 
169 

2 
86 
.

4262 
3 

339 
1221 
6125 

808 
75 

-346 

2195 
1401 
72 
465 
260 
8-

177 
3 

99 

.420 
143 

-

355 
1144 
6062 
5114 
-948 
615 
75 

-258 

2267 
1461 

_J 2 
480 
262 

82 
177 

2 
101 

4571 

382 
798 

5897 
5615B 
-282 
352 

-.. 

70 

2366 
1534 
71 
500 
271 
84 

183 
4 

114 

787 
7 

400 
867 

6201 
5897W 
-304 
376 

72 

2453 
1601 
823 
550 
? 
8 

163 
4 

117 

994 
151 

-

420 
1054 
6619 
61783 
-441 
571 

130 

2561 
1681 
861 
577 
284 

193 
5 

110 

5213 
156 

441 
800 

6710 
6477B 
-233 
455 

212 

l/Contributions to International organizations and non-pension payments to ilidividu-ls are expected to
decline. 

2/Includes 63 nillion registered by the Central Bank 
/Includes 46 million registered by the Central Bank 

Source: Actual data from Treasurey, projections by IBRD mission. 
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CENTRAL GOVERM.ENT REVENUES AND EX2iNMDITUpiiS, 1963-1970 

(In millions of guaranies) 

1963 1964 
 1965 
 1966 
 1967
(Actual) (Actual) (Budget 
1968 1969 1970
Estimates)_________ A B a B A B A B 

TOTAL 
 4219 4366 4896 
 5114 5370 
5615 5635 5997I.Foreign Trade 5916 6178 6215 64771 1861 2055 2121 2199
1. Customs duties 2199 2280 228(; 2368 2368 2460 2460880 924 
 970 1020 10202. Import surcharges 1070 1070 1125411 556 725 761 1125 1181 11813. Export taxes 799 799 840
296 237 840 882 882 926 926
210 190
4. Consular fees 170 170 150
2111 188 196 150 130 130 110 110
200 210 
 210 220 
 220 231 231 
 243
II.Intenial Trade 243 ..994 
 958 1149 1207 1267 1267
1. General sales tax 1331 1331 13345 350 395 98 1 l
.2.Petroleum taxes 415 435 435 457 457170 177 188 480 480 5043. Alcohol taxes 197 207 207 217 217 227180 108 227 23814" 238
4. Cattle taxes 149 154 154 155 15' 155U8 148 242 257 165 170 1705. General consumption 181 272 272 288 288 305 305175 180 189 326 326'3J99 199 210~taxes 210 221 221 232 232' 

~III.Stamp Taxes 
 308 320
IV.Incoe Taxes 39 367 j8 28-5 hih 404k 42 424437 430 a, 5 4.45493 543 59 697 657 767 22a 2 791, 90V.InheritAcd 
 13 15
VI.Real Estate Txes 20 21 22 87 23 91.
194 217 270 2 92 25 928,9 297 377 313 397VII. Othe _28 4.12 ; 428
239 2 J 261 271 
 271 282 282
VIII.Non-tax 2_3 293 304 304Revenues 378 326 
 309 311
1. Pension furd 332 3 3 5 359 359158 187 373 3732 200 210 23.. Post officu 10 230 Z,- 242 254 25422 25 26 267 2-67 gz'3. Other 27 27 28 28
1i0 17 74 29 29 30 30
75 75 75 
 75 75 76 
 76 6 76 

Source: Actual data from Treasu-, Projectios by IBRD mission.-
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HECTAREAS CULTIVSDAS Y PROLUCCION OBTENIDA 
CULTIVOS AGRICOI.S 

DE LOS ?RINCIPALES 
1963/64 

CORDILLERA CiAGUAZU ALTD PALNRA CENTRAL Total por producto 

Has. Toneladas Has. Toneladas Has. Ton-iladas Has. Toneladas Has. Toneladas 

-

Cotton 9.700 
Alfalfa 410 
Rice 1.220 
Peas 370 
Sweet po toesl.400 
Sugar c-ne 2.500 
Onions 360 
Dean 600 
Corn 16.700 
andioca 13.700 
Peanuts 4.640 
Potato 60 
Cowpeas 6.800 
Tobacco 1.200 
Wheat L60 

7.760 
1.870 
2.680 

290 
18.300 
60.200 
1.550 

320 
23.380 

191.800 
3. 250 

150 
5.650 
1.700 
330 

3.780 
570 
300 
200 

1.200 
1.950 

180 
610 

12.103 
6.150 

730 
40 

3.780 
1.100 
60 

3.020 
1.760 

500 
110 

10.300 
62.400 
1.280 
350 

14.520 
104.550 

720 
90 

3.020 
1.500 

570 

120 
20 

100 
170 

50 
70 
"20 
170 

2.500 
1.660 

70 
7 

370 
50 

.... 

80 
80 
100 
100 
700 

11900 
80 

120 

3.750 
27.980 

60 
20 

330 
50 

2.700 
280 
300 
940 

l.O0O 
4.500 

250 
180 

11.450 
14.530 
2.OhO 
420 

3.350 
890 

60 

2.030 
780 
870 
520 

7.600 
170.000 
1.340 
1140 

17.070 
230.800 
1.500 
1-780 
2.340 

486 
40 

16.300 
1.280 
1.920 
1.680 
3.650 
9.620 
810 

. 560 

12.750 
36.OLO 
7.480 

527 
14.300 
2.740 
1.160 

12.950 
4.490 
4.150 
1.020 

36.900 
295.100 
4.250

97I 

50.72U 
5 55.130 

5.530 
2.040 

11.340 
3.736 

940 

Total 60.120 319.230 33.330 204.690 5.377 35.350 42.390 437.956 141.217 997.226 

Soybean 
Sorghum 
Castor bean 

Total 
Fuente: Elaborado con 

y Ganaderfa 

datos obenidos del Departamnto de Economa Agrrcola del Ministerio de.gricultura 
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Relative significance c f the agricultural production of the Departmient of 
Cordillera, Caaguazd, Pito ParanA and Central. 

Percent of national production 
PRO UCTS represented by the 4 Departments* 

Hectareas Metric Tons
 

Cotton 36.8 35.9 

Alfalfa 26.1 22.9 

Rice 24.0 20.8 

Peas 48.0 48.6 

Sweet potatoes 37,6 42.8 

Sugar cane 34.0 30.6 

Onions 27.9 31.2 

Beans 42.2 37.2 

Corn 26.9 28.5 

Mandioc 34.9 38.3 

Peanuts 33.0 28.8 

Potatoes 32.9 31.9 

Cowpeas 45.4 48.0 

Tobacco 36.5 40.2 

Wheat 14. 5 

Total 32.4 34.8
 

*Cordillera, Caaguazl, lto Parani, and Central 
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POPULATION DENSITY AND DISTRIBUTION OF FAR4 UNITS 

BY DEPARTMENTS 

Department Percent of Percent of Hectares 
territorial area farm units per capita 

Capital 0.02 0 0.7 
Concepci6n .40 4.30 462 
San Pedro 5.40 6.10 16.7 
Cordillera 2.90 L5.20 
Guair 1.00 8.20 
Caaguazd 2.20 7.40..9 
CaazapA 2.80 7.50 7.2 
Itapla 4.10 10.60 7.6 
Kisiones 3.70 3.80 18.1 
Paraguarl. 4.00 16-50 
Alto Paran4 1.80 0.52 1.4 
Central 0.86 10.80 1.6 
Neembucd 4.80 4.80 19.2 
Axmnbay 2.00 1.30 29.6 
Presidente Hayes 29.40 1.00 46.1 

•Boquer6n 20.40 1.10 268.0 
Olimpo 2.90 0.10 511.0 

The underlined numbers indicate areas of greatest density. it will be seen 
that three of the four departments penetrated by the Brazil Road (Central, 
Cordillera, Caaguazi, and Alto Parani) are areas of highest population 
density and also rank high in percentage of farm units. 
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AMNEX III 
PARAGUAY Exhibit 2 

P. 14 of 16 
MAPA NO I Produccio'n Agropecuaria y Forestal 	 DISTRIBUCION GRATUITA 

Consideraciones Generale': En la realizacidn del presente trabajo se tuvieron en cuenta
 
los datos proporcionados por el Ministerio de Agricultura y Ganaderia correspondientes
 
a la cosecha 1964.
 

La produccidn nacional estd bdsicamente tomada por departamentos, y se ha considerado
 
la importancia relativa de las distintas producciones, agrupando aquellas que fueran de
 
rnenor importancia econdmica. La lista que se cita mds abajo describe cada uno de los
 
productos tomados con los departamentos productores que tienen mayor importancia. 

Cualquier sugerencia, observaci6n o crftica serd bien recibida. 

Seccion Grafica - USAID 

ALGODON: TRIGO: FRUTAS CITRICAS
 
Paraguar Itapda Itapa

Itapda Misiones Cordillera 
Cordillera Caaguaz6 Paraguarl 
Caaguazu Cordillera Caazapi 

Boqueron 	 Caaguazd

TABACO: Central
 

Caaguazi MAIZ:
 
o 	 Cordillera Itapia PIZfAS Y BANANAS: 

Paraguar' Paraguarf Paraguarl 
Itap6a Coriill.-va Central 
Caazapa CaazapA Cordillera 

Caaguazu

TUNG: GuairL OTRAS FRUTAS:
 

Itapa Central Itap6a

Cordillera Gua. ra
 
Guaird MANI: 
 Central
 

Paraguari Cordillera
 
YERBA MATE: Cordillera
 

Itapfa Caaguazd GANADO VACLUNO: 
San P-dro Central Presidente Hayes
Guair Itapa .Neembuc6 
Arnambay Boqucron Paraguarf 
Caazapd Concepcidn
Caaguaza POROTO Y HABILLAS: Boquer6n 

Paraguari Misiones 
CAFE: Cordillera
 

Amambay Caaguazd OTROS GAINADOS:
 
Cordillera Caazapi Itap6 a
 
Guaird Itapda 	 Paraguari
Concepcion Guairi Neembucd
 

Central President. Hayes
 
CANA DE AZUCAR: 
 Cordiil.ra
 

Guniri MANDIOCA:
 
Cordillera Cordillera CARBON Y LENA 
Paraguarf Parag'uarf Cordillera 
Central itap6 a Paraguarl 
Caaguazd Caaguaz6 	 Caaguazd
 

San Pedro 	 Concepcidn
ALFALFA: Guaird San Pedro 

Itapta Central Itapta 
Paraguari
Caazapi PAPA: ROLLIZOS Y MADERAS ASERRADAS: 

Central 	 Itapia
ARROZ: Caazapi Concepcion


Itapda Itapda Cordillera
 
Misiones Paraguarf Caaguazd
 
Cordillera Alto Parand 
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No. 2 PRMAPA Distribucidu Gratulta 
Produccl6nIndustrial 

En to roellzaclen del presents trabalo so obstvo toe resultada del Conso Industrial del a o 1963, 
login dao- del Minlaterlodo Industria y Ceimercio. 

En to closillcacidn se usi Ia nomonclatura del menclonado Conso, iomando los grupos do productos 

Industriolesdo acuordo a lot departamentos de moyor Impartancia sconomica relofiva en cuonto a/ 
nnmeo de personal empleado. En @Imapa, /a Capital do /a Rep&blica y @IDpto. Central so han so. 
parado do toa ofroa departamentas dadc Ia gran Importancia Industrial y Ia diversldad do producciin 
quo pteenfan. 

Cualquier sugerencia, observacln a critica eri blen r.ecibido. 

Seccl/In GQricaUSAID 

ORDEN DE IMPORTANCIA DE LOS DEPARTAMENTOS SEGUN INDUSTRIAS 

PRODUCTOSALIMENTICIOS CALZADOSY PRENDAS DE VESTIR CUEPOSY PROTJCTOS DEL CJIE PRODUCTOSETALICOS 

CAPITAL 
CENTRAL 
GUAIRA 
CORDILLERA 
ITAPUA 
PTE. HAYES 
CONCEPCION 
PARAGUARI 

CAPITAL 
GUAIRA 
CENTRAL 
AlAAMIBAY 
CORDILLERA 
PARAGUARI 
CONCEPCION 

CAPITAL 
CENTRAL 
PARAGUARI 
CORDILLERA 
CONCEPCION 

CAPITAL 
PARAGUARI 
BOQUJEROM 

MATERIALELECTRICOY 

DE COMUNICACIONES 

CAPITAL 
MADERASY COR0lO CAUQCO CENTRAL 

bOQUERCH 

CAPITAL 
CAAGUAZU 

CAPITAL 
CENTRAL 

LESIDAS GUAIRA 
CENTRAL MECAMICAS 

CAPITAL 
COROILLERA 
CENTRAL 
GUAIRA 
CAAZAPA 

ITAPUA 
SANPEDRI 

CIJIUICA 
PTQUEROJA 

CAPITAL 

CENTAL 
CENTRAL 

GUAIRA 

ITAPUJA UEBI.ESY ACCESORIOS OQUEfRON 

CAPTAL 
CORDILLERA 
ITAPUA SATE qIAL DE TRANSPORTE 

P.4ACJARI 
.ONCEPCIOH 
CENTRAL 
GUAIRA 

CAPITAL
PARACUJARI 
AJAIRA 

TABACO ITAPUA 
MulCHNES 

LIHERAL ESNO METALICO 
CAPITAL 

&OOLIERCNCORCILLERA 

CAPITAL 
CENTRAL 
CAPITAL 
ITAPUA PAPEL Y CARTO 

CONCEPCION 
CENTRAL 
CORDILLERA
BOQUEQCN 

DVERSAS 

CENTRAL 
CAPITAL 

CAAGUAZU CAPITAL 
CENTRAL 

M TALICASBASICA$ ELECT9ICICAD.ACUJY VAPORINDUSTRIASCRAFICAS 

CAPITAL , Of TAL CAPITAL CAPITAL 
ITAPUA ROQUERO CENTRAL 

TEXTILES 

NE41JCiJ DOOUERON 

ITAPUA CONCEPCION 
CENTRAL SOQUERON 

iEBJUCU 
AAIAMBAY 

LA €A5. P 4 UACPO7CO AILASGUAOI*VCOLICCIONr TW4IAP 9U11IS AAAI sOf IMAUMI 
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January 14, 1966
 

MEMORANDUM 

TO : 	Joseph E. Walker,

' Rural Development Officer
 

FROM : 	Adlai F. Arnold,
 

PASA Team Leader
 

Current Planning Activity in the Institute of Rural Welfare
SUBJECT: 

Designated to Increase Agricultural Output in the Colonies
 

For several days the IBR in cooperation with the National 
Planning
 

Secretariat, the Ministry of Agriculture, the National Development 
Bank and
 

STICA has been engaged in an intense planning effort called A Program 
of
 

in the Colonies.
Expansion ,f the Production of Ariculture and Livestock 

The National Planning Secretariat seems to be pushing the effort 
but, of 

course, the planning section of IBR is heavily involved. 

The Program:
 

The period of the program. is to cover three years, 1966-1968, with
 

(1) prcviding an adequate
a broad strategy covering action along six lines: 


technical orientation, (2) more teaching of techniques of production, (3)
 

more adequate credit, (4) formation of cooperatives and the 
commercializa

ition of Agriculture, (5) the provision of financial and technical means,
 
intensive use of land
and (6) increasing the production on farmsby more 


and extension of the areas cultivated.
 

are listed as: lst. Incorporate the
Fundamental objectives 

2nd. Ac-


Campesino 	into the socio-economic development of the country. 


celerate the increase of areas into new production and the promotion of 

Accelerate the maturation of7 the great investments
better yields, and 3rd. 


of infrastructure.
 

Quantified goals are: (1) to concentrate assistance to 20,000 fami

lies in 1966, and to extend this numb'er to 15,000 more families for a 
total
 

of the program to 
of 35,000 	 families by 1968, and (. , for the three years 

areas of concentration.
add 150,000 cultivated hectares in the 
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Underlying all such planning is an effort to assess the resources
 
available for the execution of the plan, therefore quite a number of techni
cians in the institutions involved are being called on to supply data and
 
estimates across the board to the natural and human resources involved. I
 
am receiving copies of this material for my files.
 

Location and size of areas affected:
 

Three principal routes in Paraguay's road building program have been
 
selected as the focal points of action: (1) Coronel Oviedo to Brazilian
 
"-:rdbr, (2) Coronel Oviedo - Lima - Tacuati (Route V), and (3) Concepcion 
- Horqueta - Pedro Juan Caballero. These are referred to as the Eastern 
Axis, the Northern Axis, and the Northern Transversal Axis (Eje este, Eje 
norte, y Eje Transversal norte). 

For 1966 the effort will be limited to the two Axes radiating to
 
the East. and North of Coronel Oviedo. In the period 1967-68 it is planned 
to add the Axis along the route-from Concepcion to Pedro Juan Caballero as
 
well as the new colonies to be formed south of the river Monday in Eastern
 
Paraguay. The zones roughly are limited to belts along the roads extending
 
20 kilcmeters deep on .ach side and will encompass 30 colonies in 1966 with 
'an estimated 20,000 families extending to 50 colonies by 1968 including from 
30 to 35 thousand families. I have tables showing the particular colonies 
affected, number of farms and area. A aummary is as follows: 

Total 

Northern 
Official 
Colonies 

Axis 
PFrivate 
Colonies 

Eastern Axis 
Official Private 
Colonies Colonies 

Number of Farms 16,124 3,579 1,785 9,752 908 

Number of Hectares 580,199 7i,378 47,048 -316,415 145,358 

Number of Colonies 30 12 2 12 4 
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Colonias fundadas y habilitadas entre 1958 X 1962 sobre la Ruta Cnel. Ovie
do- Pto. Pte. Stroessner y sus adyacencias
 

Superficie
 

A) Colonias Nacionales (Hectareas)
 

Guayaqu-cu& 
 875
 

Domingo Montanaro 
 25.000
 

Caaguazh 
 8.741
 

Guyraynguh 
 1.300
 

Presidente Stroessner (en Pastoreo) 
 8.608
 

Presidente Stroessner (en Pte. Stroessner) 50.000
 

Juan Le6n Mallorquin 
 44.036
 

Repatriaci~n (inc. "Migraci'n" y 'Chaco") 
 33.100
 

B) 	Colonias Particulares
 

La Fabril S.A. 
 2.977
 

Balanza 
 2.239
 

Albino Mernes 
 m.d.
 

Pedro Guggiari 
 471 

Victor Renfeld 
 3.211
 

Colonias Mennonitas (2 colonias) 
 45.117
 

Jos6 Domingo Ocampos (2 colonias) 6.256
 

Colonizaci6n Japonesa (YguazA) 
 70.190
 

FUENTES: 1) "FJ1Ministerio del Interior y la fundacion de Pto. Pte. Stroessner"
 
1957-1964. 
 Folleto impreso en la Direccion de Comnicaciones
 
del Ministerio del Interior
 

2) Informaciones del Instituto de Bienestar Rural
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COLONIAS SO3RE LA RUTA Cnel. OVIEDO - Po. Pto. STROESSNER 
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RELATED ECONOMIC PLANNING 

The Paraguayan econony is basically agrarian. Its principalexport 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 import is wheat, coming almost
entirely from Argentina and the United States. Industry is in its
incipiency, being handicapped by a small national market, an insufficiencyof executive and managerial personnel, and inadequate credit for mediumand long-term lending. The USAID program in private sector developmentaims at establishing the institut~onal framework to eliminate these
bottlenecks. The production 
of canned meat, and meat by-products, flour,essential oils, and cotton textiles are the principal manufacturing activities in Paraguay. 

Tourism has been expanding rapidly duringa result of the past five years asnew hotel, highway, and airline facilities established in Paraguay and neighboring countries. An even greater influx of tourists isprojected upon completion o.C 
paving of the connecting portions of the
Brazilian highway system, compunnded by increased prosperity and expanded
leisure time in Paraguay's giant neighbor,
 

The GOP adopted a 2-year (1965-1966) development plan in July1965, but the CLAP has recommended the extension of the plan to theyear 1967. 
While the plan is poorly drawn, statistically weac, and poorly
projectized, it does contain certain policy recommendations that are
worth implementing, 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 dcmestic income. 

hccordinEly, priority i given t9 opEoing thteinterior of thecountry to increase the output of traditional export products and todevelop new ones. Also, transportation from interior producing centers
to Asunci6n and other export points on the nationf. borders is givenmajor importance in the plan. Not only are new export nrkets to besought in Brazil,. Bolivia, and northern Argentina, but the costs of.transport are to be reduced to improve the competitiveness of Paraguayan
products in domestic and more distant foreign markets. For example, 
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since the new all-weather road to Pbo.Pte. Stroessner has been opened,

manioc (the staple item of Paraguayan diet, along with meat) from the
higher - yielding,areas of 
Cnel. Oviedo and Alto Parand now arrives in
the Asunci~n market and, even after paying freight of 1.4 guaranies per
kilo, competes successfully with manioc from the lopal low-yielding 
soils.
 

Paraguay's development potential rests in its land,. animals, andforestg, in its hydroelectric power potential, and in its hardworking
people. The basic problem of development hin thip country is to transform 
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 Paraguayan 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..
 

The 	most appropriace program for transport development in Paraguay, according to the IBRD,.is one 	 that concentrates on road transport
for 	movement within the country and for perishable or high value fore4.gn
trade and on river transport for bulk foreign trade. 
 The 	 major emphasis
in the transport program is on highways; this will hold true at least
until 1969, when completion of a contemplated comprehensive hydrographic

survey sponsored by the UN Special Fund will provide a feasibility
study of possible river channel improvementa. 

The current major highway projects, in the eyes of IBRD are:
 

a. 	 Paraguari- Encarnaci6n; being paved under IBRD/IDA loan. 

b. 	 Road and agricultural survey of the Triangle (Asuncin - Pto.Pte. 
Stroessner -' Encarnaci6n); in plannig stage by iT5RD. 

c. :Brazil Road, especially from Cnel. Qviedoto Pto.Pte. Stroessner; 
the project herein trcated. 

d. 
Cnel. Oviedo - Ruta 5; the north penetration road now being

constructed by GOP force account with AID grant financing, 

UNCLASSIFIED
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e. Concepci6n - Pedro Juan Caballero; under U.S. and Paraguayan army 

construction.
 

f. Coronel Oviedo - Villarrica expected to be paved under an IBRD loan. 

The Coronel Oviedo - Villarrica road improvement and asphalting 
will provide a reliable link joining the agricultural and industrial 
area around Villarrica, in the Triangle, with the Cnel. Oviedo - Pto. 
Pte. Stroessner section of the Brazil Road to the east and the Cnel. 
Oviedo to Asunci6n portion in the west. This is a very high priority 
project because of its relation to the elimination of the railroad.
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LOAN 	 AUTHORIZATION 

Provided From: Alliance for Progress Funds 
PARAGUAY : Brazil Road Rehabilitation and Improvement 

Pursuant to the authority vested in the Deputy U.S. Coordinator, Agency
for International Development ("A.I.D."), by the Foreign Assistance Act
 
of 1961, as amended, and the delegations of authority issued thereunder,

I hereby authorize the establishment of a loan ("Loan") pursuant to 
Part 	1, Chapter 2, Title VI, Alliance for Progress, to the Government 
of Paraguay ("Borrower") of not to exceed four million six hundred and 
eighty thousand United States dollars ($4, 6 8oooo) to assist in financing
U.S. dollar and Paraguayan guarani. costs of the rehabilitation and 
improvement of a highway from Asuncion, Paraguay to Pto. Presidente 
Stroessner, Paraguay ("project"), this loan to bc subjeu5 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 (2 1/2) percent per annum thereafter. 

B. Other Terms and Conditions
 

1. Prior to the first disbursement or issuance of the first 
commitment document, other than to finance engineering services, Borrower 
shall furnish AID, in form and substance satisfactor-y to AID: 

(a) 	a commitment to allocate through its regular budgetary
procedures all necessary monies for the payment, asscheduled, of all GOP debts to AID or its nedecesor 
agencies;
 

(b) 	evidence that Borrower has available or ',-LI have 
available when necessary, from sources acceptable to 
A.I.D., the guarani equivalent of at least seven 
hundred and eighty thousand United States dollars 
($78oooo) for use on the Project;
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(c) 	 evidence of arrangements (i) for the establishment and
 
operation of vehicle weighing stations along the
 
Project highway and (ii) for the enforcement on the 
Project highway of the requirements of Paraguay
 
Decree Law No.22.094 or such subsequent law as AID
 
shall 	approve with respect to vehicle load limits; 

(d) 	 a detailed plan for the maintenance of the Project highway
and all other roads constituting the highway network of
 
Paraguay for which Borrower's Ministry of Public Works 
and Comunications (MOPC) is responsible, which shall 
incliide, but not necessarily be limited to plans for 

(i) the establishment of a reorganized highway department 
within the MOPC and the establishment of a road 
maintenance organization with that highway decartment; 

(ii) 	 the establishment of regional maIntenaza districts 
and the outlining of the responsibilities of each such 
district; 

(iii) 	 the provision of adequate facilities, equipment and
 
personnel for eachyiua/dntenance district;
 

(iv) 	 the maintenance of road rnaintenance facilities and equipment; 

(v) the training of read maintenance rersonnel; 

(vi) 	the reorganization of admindistrative and aecounting offices 
to support the highway del-artm.2nt and its maintenance 
organization; 

(vii) the obtaining of naintenance e:,ccrts frcm external sources 
to assist in carrying out the nlan; 

(viii) 	the providing and/or obtaining of the financing necessary 
for the execution of the -clan; and 

(ix) 	 a timetable for the implementation of the plan; 

(e) 	a commitment to allocate to highway :aintenance for the 
calendar years 1967 and 1968 the budgetary and other 
resources specified in the plan submitted pursuant to the 
preceding sub-section; and 
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(f) 	 Evidence that Borrower has obtained all real property 
rights, including easements and rights of way, required 
for completion of the Project, or shall obtain such 
rights in time to permit the orderly construction of 
the Project. 

3. Borrower shll contribute to the Project, from scurces 
acceptable to A.I.D., the guarani equivalent of at least seven hundred
 
and eighty thousand United States dollars ($78o000), and Borrower
 
shall also provide, or cause to be provided, any additional resources
 
which are necessary for the timely completion of the Project;
 

4. Borrower shall cause a nationwide program of road maintenance 
to be carried out in conformity writh the plan approved by AID hereunder 
and shall make available to that program in timely fashion the 
resources agreed therein to be provided; 

5- Borrower shall establish and operate, or cause to be 
established and operated, vehicle ;'eighing stations along the Project 
road and shall enforce on the Project road the vehicle load limit 
requirements of Paraguay Decree Law No. 22094, or such subsequent law 
as A.I.D. shall approve; 

6. Borrower periodically shall consult with A.I.D. concerning
its implementation of the highway maintenance program referred to in 
paragraph B(4) hereof. 

7. Equipment, materials and services (except shipping and marine 
insurance) financed inder the loan shall have thei:7 oriin in and be 
procured from the United States or Paraguay. Shipping :'inanced under 
the loan shall be procured from the United S;ates, and 2arine insurance 
financed under the loan shall be placed in the United States. 

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

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

Deputy U.S. Coordinator 
Alliance for Progress 

Pate 
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