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MEMORANIUM FOR THE LEVELOPMENT LOAN COMMITTEE
SUBJECT: Paraguay - Brazil Road Rehabilitation ang Improvement

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed 34,680,000
to the Government of Paraguay ("Borrower") to assist in
financing U.S., dollar and Paraguayan guarsni costs of the
rehabilitation and improvement of a highway from Asuncicn,
Paraguay to Pto. Presidente Stroessner, Paraguay ("Project"),

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

Rachel C. Pogers
Assistant Secretary
Development Loan Committee

Attachments:
Summary and Recommendations
Project Analysis
Annexes I-IV
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PARAGUAY ~ BRAZIL ROAD REHABILITATION

SUMMARY AND RECOMMENDATION

e

BORROWER: The Borrower of this loan will be the Government of Para-
guay. The Ministry of Public Works and Communications will be
responsible for administration of the construction and implementation
of the project. :

AMOUNT: Total cost of the project is estimated to be %5,4560,000,
AID will finance $4,680,0C0 of the project costs which. include
$3,900,000 in foreign exchange and $780,000 in local currency, The
30P will finance the other $780,000 in local currency costs and -

& condition requiring such contribution will be contained in the
loan authorization, '

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

DESCRIPTION CF PROJECT: This Lroject proposes the rehabilitation of
the 205 mile "Brazil Road" extending from Asuncidn to Pto,Pte,
Stroessner on the Brazilian border, The necessa.y work has already
been established by a Brown & Koot feasibility study and consists

of: Section A (Asuncidn - Eusedio Ayala), drainage improvemesnt plus
surface leveling ard reinforcement; Section B (Eusebio Ayala - Coro=-
nel Oviedo), almost total basr and surface rzconstruction; Section

C (Coronel Oviedo - Saaguazd’, major vase roinforcement; and Secticii- -
D (Caaguazy - Pto.Pte.Stroesrsner), major surface reinforcenent,

PURPOSE OF PROJECT: To assist' in financing the engincering and
construction costs for the necessary rehabilitation of Paraguay!'s
main arteriel highway, The importance of this highway to the
gconomic, political and social development of Paraguay is demon-
strated not only by the $20 plus million already invested in its
construction but also by the centering upon it of much of the
planned growth of the country's cccnomy,
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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 & trewendous cconcmic burden on Paraguay,
with the social costs nccessarily aitendant on poverty and isolation,
Now, with the granting by Brazil of a free pert at Paranagud, on the
Atlantic, plus the projected paving (under & $25 million IDB loan)
of the Brazilian highway frem Paranagud to Pto.Pte.Stroessner, Para-
guay will have the oppertunity to reap the benefits of modern,
efficient, high-speed trucking, following & considerably shorter
oute to the sea,

Irternally, the people of Paraguay have in the past been forced to
32vile not where the best resources lay but wrere at least some
transportation was availahle ~ and at that, lack of adequate
transport facilities has been the major limiting factor in the
country's overall development. The prompt and vigorous response

of government and people to the original construction and surfacing
of the Brazil Road attest to its importance: the penetration roads
rorth from Coroncl Oviedo, the numerous colonies to the =act, the
public health clinics along the road, the new city of Pto.Pte.
Stroessner, the farms and stores and lagging camps 2ll bear witness,

It appears only reasonable to pregervo and enhance the value of
these existing ard projected invesuments and opportunities by
rchabilitating the Brazil Road .50 that it can proverly fultil its
intended functions,

EACKGROUND OF PROJECT: The Brazil Road was built in 3 stag s: an
initial ExdmBank-financed portion in 1942-43, built by a US
construction firm; extension to Pto.Pte,Stroessner as a dir: road
by .a joint Brazilian - Paraguayan Commission between 1955 and

19595 and completion as an asphalt surfaced road by a US con-
struction firm and a_US consulting engineer, under DLV Loans 14 ard
216, from 1959-65, . v ST
77T "Certain failures in the existing road have called
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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ALTERNATE FINANCING: IBRD advised AID on May 18, 1966 that it
would not bs in a position to consider & loan for this project at

this time and IDB did likewise on , - Additionally

on

Bxport~Import Bank ad..sed that it was mot

interested in financing this project,

COUNTRY TEAM VIEWS: It is thd opinion of the Country Team “hat this
project 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 Lastern Paraguay +o colonization,
Farming and timber exploitation; the relief of population pressures

in the heavily

settled areas around Asuncidn; the expansion of the

Furaguayan economy through increased accessibility of both internal
and external markets; the improvement, of tourist and commodity

L& with and
nnon toue riirer

nooject,

STATUTORY CRITE

ISZUES: TIasszues

through Brazil; and the decreased cconomic dependence
for access to the sea, all will benerit from this

SRIA: ALL statutory criteria have been or will be mev,

presented and discussed in the paper relate to:

1. Inclusion in the project of certain work on Section A (Asuncidne-

Eusebio Aya
2. GOP Debt de

RECOMMINDATION:
guay up to Four
($4,680,000),
conditions:

la),
linquencies. Discussed in Classified Sunnlentint (AID~DLC/P-&&71;
Authorization of a loan to the Government of Para-

Million Six Hundred Eighty Thousand Dollars
The loan would be subject to the following terms and

As Interest and Terms of depayment

Borrower sh

211 repay the loan to A.I.D. in United States dollars

within forty (40) years from the first disburscment under the
loan, including a grace period of not to exceed ten (10) years,

Borrower sh

all pay to A.I.D. in United States dollars on the

disbursed balance of the lcan interest of one (1) percent per

annum durin

g the grace period -and two and one~half (2 1/2) per-~

cent per annum thereaftier,
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B. OQther 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 ($720,000) for use on the Project;

(c) evidence of arrangements (i) for the establishment
and operation of vehicle welghing 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 subseguent
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 Hinistry
of Public Works and Communications (107C) is responsible,
which shall include, but not neceszarily be limited
to plans for

(1) the establishment of & reorganiz
department within the MOPC and the e
of a road maintenance organization withi:
highway department;

(ii) the establishment o
and the outlining of
each such district;

‘egional maintenance districts

the responsitilities of
(1ii) the provisicn of adequate facilities, equipment
and personnel for each such raintenance 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 highwoy department, and itg
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 ovtaining 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 calerfir years 1967 and 1968 the budgetary
4 Cos o :
and other resources Specilled in the plan submitted
pursuant to the preceding sub-section; and

{£) Evidence that Borrower has obtained all real preperty
rights, including easements and rights of way,
required for completion of the Project, or shall
obtain such rights in tiwe to permit’ the orderly
construction of the Project.

3. Borrower shall contribute to the Project, from sourceg acceptable
to A.I.D., the guarani equivalent_of_gt least seven hundred ang eignty
thousand United States dollars (5780,000), 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 with the plan approved by AID hereunder
and shall make available to that progranm in timely fashion the resources
agreed therein to be provided;

5. Berrower shall 2stablish and operate, or cause to be establishsd
and operated, vehicle weighing stationsg along the Project
road and shall enforce on the Project road the vehicle load limit
requirements of Paraguay Decree Law Mo. 22094, or such subsequeni law
as AID shall approve;

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

7. Equipment, materials and services (ex:ept shipoing and marine
insurance) financed under the loan shall have their origin in and be
procured from the United States or Paraguay. Snipping financed under
the loan shall be from the United States, and marins insurance financed
under the loan shall be Placed in the United States.
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8. United States dollars utilized under the loan tq 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 procursment
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 — DETATIED DESCRIPTION OF PROJEGT

A, Borrowver

1. YNamé and Qggg;iggign. The Borrowor of this loén will b the Govern-
ment of Paraguay ("GOP"), The administration of the construction coniract
and the related maintenance work will be the responsibility of the Virnistry
27 Public Works and Commuhications (MopPC) .,

2. Organization and Exparienco of Ldnmindsterine Apsnc s, The Ministry
£ Public Works and. Communications has, in its present form, “aen ths
svernment agency in charge of road construction and naintenance asinece 1927,
q

-

J

.

1
“0PC has edmivistered mumercus loans and grants,; both Irom AID and from
other lending lnstitutions, and is considered pencrally compotent to perfornm
its functions under this project. An HOPC administrativs,accounting and
financing reorganizaticn proposed in connoction with the IBRD/IDA road loan
und tha Geotdcnica road maintenance plan (see Section I.E.2. d) should
further increasa MOPC18" abllity to make offcctive use of avallablo rosourges
and ghould rationalize and improve its budgotary support so as to insuro
that adequate resources are in fdct available.

3+ Erevious U,S, and Othor Assistancs to Zorvover. AID and its
predecesgor agencies, ag well as Eximbank have carried oud both gr..1t and
loan programs in Paraguay for over 25 'yoars; ror nore then 5 yoars IERD/IDA,
- IDB and other non-US governmant units have also had ccmpsrable programs.
Paraguay is considered well suited for oxternal concessional development
financing both because of the high degree of noud and teciuso the

ccononic,
financial, social, and political stablility ol' the country maks it srobabhle
P ’ N h, 7
that substantial bonefirial effocts will accrua from such finencing. The

details of Paragnay's axternal financing are disrcussed in Section I ~ F
(telow) and set forth in tatular form as Annex ITI, Exnibit 4,

~ G

B. History and Banlpronnd of the Preject

.

This road has long bteen' considered one of the two main highwny arteries
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of Paraguay. ~ (The other, Route I, from Asuncidn to Encarnscién is presently
boing paved under an IBRD/IDA loan.) ' Its construction as a modorn road com-
menced whon Eximbank loans totaling $6 million, granted in 1939 and 1943,
financed a Telford (large stones) base paving and asphalt surfacing of the
road from Asunciédn to Eusebio Ayala and n Telford bagse with laterits (a

lcenl sandy goil) surface from Eusebio Ayala to Coronel Oviaedo (plus the
branch road from Coronel Cviedo to Villarrica whizh is now about to be

raved. under an IERD loan). These loans have since been repaid.

In 1955 a Paraguayan - Brazilian joint Commicsion commenced an
ragurfaced continuation of this road to Pte. Pie, Streescnor on the Darand
~iwr, vhich at that point forms the border between Brazii end Farnguay;
oLy joint oroject was undertoken in conjunction with the constriction by
5n3il of the Friendship Bridge across the Parand and with the granting by
.zl to Paraguay of free port privileges at Parsnagud, on the Atlantic
reest, somo 800 km from Pto, Dte. Stroossner. Thiz unsurrfaced road was
riapleted dn 1959; severe monotary inflation of both the cruzoiro and the
cwareand during the period of construction makes 1t Impossible to compute
s cizach cost of this project, bub from the acopo of worlk {195 km of road
plus 185 meters of reinforced concreto bridges), an cstimate of 35 million
wvould appear reagonable, '

In 1358, DLF loan Yo, 14, for 52,5 million, was granted for tha
murpose of gravel surfacing the road from Cnzl, Gricdo to Pto. Pio.

Btroossner. The surfacing concept was soor changed, howaver, to chat of
wroviding an asphalted road, and the funds under DLT 14 proved T
incdeguate for the task. Therafore, in 1961, DLF Lean Mo, 216 was granted
Cor 37,1 million, in order that an agphalt surraced all wsather
rozd might bo provided from Asunciéa to the Brasilisn Border. Construction
oroscedsd apace and was completed in carly 1965, The total cost of the reoad
i thus in excess of %20 million (closer to 530 millicn in wemms of 1964
dnilars).

Since this reoad not only opencd up one of the most potentially
vroductive arecas of the country, tut also provided access both to Perazuay's
Lorgor and more advanced asighbor, Brazil, and through 3razil to tho sea, it
secame the focus for much related sconomic and social development., Nuzerous
:0lenies, farmg, timber exploitation projects, cottags industries, swores,
zas stations, restaurants, etc., plus several public health clinics, 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. Thae Acaray
hydroelectric complex near Pto. Pte. Stroessner will brovide 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. Stroessncr to Paranagua, completing Paraguay!'s
link to the sea - a first class road without the delays and uncertainsies
of gither a dirt road or the slow and unreliable Paraguay/Parana river
System.

Yet, even as the existing road was being completed, certain
saction of it were beginning to incur failures. Lceozding to the
eagineers, this breakup is brogressively worsaening an
“y rehabilitation will result in portions of the road ilng
useless, with the consequent substantial dimirution of the sc nozi
social and political valuee that an adzquate road could provi

remainder of the road requires upgrading to znabls it +

wralfic without undue maintenance costs., Tne technical fz i

aad cost of the project have been establishzd ty7 a Brown & Root enzaneering
study, dated August 18,1945, encompagsing design svandards adznuate

Lo prevent further general failures.

C. Country Team Comments

It is cne opinion of the Country Team that this project is visal
to the economic, political and social well-bing of Paraguay and zhould
be given the highest priority. The susiaincd opening up of the interior
of Eastern Paraguay to colonizetion, farming and timber £XD
the relief of popula‘ion pressures in the heavily setiled a
Asuncion; the expansion of the Paraguayan economy thro ;
accessibility of both internal and external uarcets; t
both tourist and commodity trade wi<h ' i Eraci

~ 1
@conomic dependence upon the river Tor accsss to the s
from this project.

J. Alternative Sources of Minnnoinz

IBRD advised AID on day 18,1660 that it would not s in a
is ti

. 4 . - . . . . PR -4
position to consiger a loan for this project zt this time and IDB 4ig
likewise on - Additionally on zxport-Impors

ory
Bank advised that it was not interested in financing +tnis project

(=]
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: E. Engincering Analysis

1. General Description of Projcct. This project proposes the rohabili~
tation of the "Brazil Road" extending from Asuncién to tho Brazil border at
Pto, Pte. Stroessnor, a distance of somo 327 kilomoters (205 miles), For

Purposes of identification the road will %o divided into four gecctions: A,
3, Cy ard D, a map and diagram of which oro shown in Annex II, Exhibits 1%2.

1

Saction A - Asunciédn to Eusebio Ayala (73 Jan) - This' section was
built dn 1941-42 by the U.S, construction firm of R, Hobard under Bwimtank
Zinancing, Under DLF Loan No. 216 financing and a contrash with the U.S,
corntruction firm of Morrison-Knudsen, with Brown & Root as Consuliing
“ngineers, this section was glven an additional bitwninous surface treatment.
"5 surface and edges have since ravelled in numerous places and there have
“asv gome basa_failures. ' :

Proposed new work congists of seal coating 20 lm, lsveling ard
ielcoating 53 kms, construction of tile drains and 3 pipe culverts,

The estimated cost of this section is $834,171 of which $238,280
will be the local currency cost,

Section B - Eugebio Avala *o Cnel. Oviedo (59 km) ~ This section was
also constructed in 19/2 by R, Hebard under Exdmbank financing and consisted
of a Telford bage with a laterite surfaca, Work under the M=X contract and
DLF Loan lio, 216.consisted‘of.blading‘pff the laterite surface, as specificd
oy Brown & Root, dnd ‘adding a bituminous macadam surface. Since construction

"+ ol the bituminous surface numerous major failures have occured in both the
sirface and base courses which require extonsive reconstruction.

Proposed new work includes reworking and reinforcing the Telford
, 738 and subgrade and a new asphalt surface togethor with soveral additional
“ralnage structures. :

The estimated cost of this section is %R,175,085 of which %64.0,000
will: be the local currency cos ‘- e i

Section C ~ Cnel. Oviedo”to Caapuazt (50 ) — This section was
coastructed by the GOP_on force account under a management contract with
t-{ with DLF Loan No, 1 finaneing, A bituminous seal noa% only was provided

UNCLASSIFIED
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under the more recent M-K contract and Loan No, 216 financing, This section
has had numerous surface and base course failures. :

Proposed new work consists of recompaction of the subgrade and
cotplete reconstruction of three kilometers of base, adding adoitiona
iftickness of base course and a new bituminous surfaco for the entire 50
kilometers, and the addition of several drainage structurces,

The estirnted cost of this section is $1,108,74L7 of which $321,000
s iocal currency,

Section D — Caapuazyd to srazil Berder (145 K-) = Saroh wovk and
drainage structures for this section were constructod by the OGP with
cwillian eid,  Additional work under Loan No, 216 Finsneing consioted of

This section is presently in gocd condition, but the bitisincus surfase is

PaRa RSV

%o light to stand up long under present and cncicipated future Era’fic,

X 1
preparation of the subgrade and construction of base wourse and surracingz,

Proposed new work coénsists of the addi
asphalt surface, which will bring this scctio
required by the projected traffic loads,

el

The estimated cost of this section is $1,315,800 o which $358,800
is local currency.

2. Engineering Plan

a) Technical Feasibility - The scope of the repairs and rohebilita~
tion required to place the road in first clase conditicn and the cosi
catimates were made for MOPC by the U,S. consulring enzincering fivm of

Zrwm & Root. © This firm had been the consulbants in whe dosi;m ard

i .
-snstruction of the road under DLF Loan Mo, 214 [inancing,

" Estimated quantitics of work and wnibt prices used in the oost
rstlmates are corsidered to be reasonable. Unit prices arc based on the
“osontly completed contract with dorrison-inudsceny and the US.ID Transport-
ation Officer, who has been engaged in the supervision of road construction
on other projects, states that said prices are accurate and that no

substantial rise therein is presently foreseen,

UNCLASSIFIED
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b) Edgincoring Planffor Exocution of Project ~ The preject will be
carricd out in accordance with construction plans 4o b prapaced by a U,S,
Congsulting Engineering firm. This firm will also assist in who advertising
ard award of the construction contiact and provide onginzoring supervigion
of construction. '

The construction contract will be awarded on the basis of competi-
tive unit price bidding by qualified contractors,

¢) Implementation Schedule - A5 a condition precedeny to disburge-

ment of funds under the project, MOPC will be raquircd o emplor a u,s
conguliing engineering firm to  supply the scrvices indleatod wurdoer

(‘0
5] (),

and Lid

Tha first work of the consultant will be the prodaration of plars
socuments.  The project will then be advertised v bids. Fulleving i3 a

Tatative aschedule for carrying out the project:

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

and bid docWneNtS.vueeiee,vennnsese. 3 Mo,
Advertising and receipt of bids, analy-

sis of bids and award of Contract.,. 3 Mo,
Mobilization by Consiruction

Contractor.......................... 3 Yo.
Construction operations.veseesnee.en, 27 Yo,

d) Road_Maintenarco - Road mainteonance in Parnginy has been sadly
‘neglected in the past, For this reagon, the lonn agresment for DLF loan
No. 216 required that the construction contractor meintain o pertion of tha
Brazil road for a period of ene your after the end ar corasorurnion, oo,

AID under the farm-to-market road pProgram is stresoing road mainienanss
through the training of maintenancs personncl.

R

Realizing the need for botter raintonznes, MOPG rotainad the
Brazilian consulting engineering firm of Coollonic: Sy vnder TERS/IDA

loan financing (Encarnacién Road Loan) to miks - study col renerd on matnbto-

nancée needs for Paraguay. In the report prosented Uy fhis 2 five year
laster plan was proposed for road naintenance.
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The scope of the plan encompasses the reorganization of the

- operations of the MOPC Highway Department, inoluding the maintenance

division; the establishment of regional digtricts; ezvablishment of specific
equipment requirements; reorganization.of the administrative and accounting
departments; and preparation of tho specific anmual tudgets necessary for
the five-year program, Other specific proposals rogarding the technical
asslstanca needed .to.implement and :contimue the maintenancs progrem were
advanced, A translation of the Conclusions and Recommendations of tho
Report i3 included herein os Annex IT Exhibit 8,

The initial phase of the overall road maintenance program has
already been undertaken through the IERD/IDA Encarnacién Road Loan, whoroin
$1a1 million of the total loan of $8.2 million was reserved for the purchaso
af road maintenance equipment to be used on a natiorwide basis by MOFC in
nceordance with the overall Geotéenica plan, Presently, $0,3 million has
been distursed and expenditure of the remaiving balance has been authorized,
under which equipment orders are presently being placed. ‘The GOP has f£iled
a further loan application with the World Bank for $2+5 million for the
name purpose, tut no action will be taken on this proposal until the GOP
nas acquired the foreign highvay and equipment technicians, as proposed in
the Geotécnica plan, to review the loan application and certify to the
validity of the needs embodied: therein; said technioians are expectod by
MOPC to be on board by May, 1966,

It is contemplated that the equipmont currently on order will suffics
for MOPC's existing trwined perscrmel and that further purchases would be
delayed until late 1966 to allow for the utilization of the newly acquired
cquipment and the training of additional MOFG personnel,

The MOPC will bo required to show ovidence of implementation of
the Geotécnica plan as a condition precedent to tho initial distucsemsnt
nrder the loan of funds for construction. Also, a covenant will te written
into the loan agrecment requiring the borrewer to make adequate provision
in its annual budget for funds to nroperly maintain the road.

e) Complinnce with Saction 611 of FAA Since this is an existing
rcad with an established plan, profile, and grade, the quantity ostimates
are considered to be more accurate than is usual at this stage of a highway
projects Also the unit prices used in the cost ostimate have baon based on

the recently comploted construction confract for the road, Additlonally,
“he contract for construction will be awarded on a competitivse bid basis’,

In view of the above factors, it is determined that the pertinent
technical requirements of Section 611 have been met.

UNCLASS TPIED
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F, Econgmic Annlymis

1., Paragpuav'sg ECOnpmio'SitUaﬁigé

Paraguay 1s o virtually landlocked country in central South Amsrica
whose nnly access to the sea is via the thousand nmlle-long Paraguay-Parond- ded
Plate river system, which ig subject to seasonal and unseasenal decliﬁgggpun ‘
shifting shoals. .. It has an avea of 157,000
square miles (reughly the sime of the Stats of California) and a population
of about 2,000,000, Paraguay is one of tha least developed cowrtries of
Latin America; its per capita product —estimated at §231 for 1665 = is
roughly cor arablo to thai of Honduras or Nicaraoun,

- The lnown natural resources of the country ero grazing and agricul-
wural lands end forest products, These naturel rosourcos aro substantially
under-ubilized at present and could gupport a ruch nighor standerd of living
if they were developsd., In sonaral, tho development of the country prior
to 1958, was confined to a relatively small aroa in tho south central
portinn of Eastern Puromivy containing Ioss than 103 of +he countryla arca,
The choice of this area Sor developmont was baged on its e2s0 of acceas exd
easo of development rather than it goil quality or natural resources. This
area is bounded on two sides and Blseoted by navigable riveors which, in
conjunction with Paraguay's only inter-city railread (Asuncién-Villarrica-
Encarnacién), provided the ninimal transportation gystem nocessary for
development, :

Developmont outside this zrea has beon very slov duo to the lack of
a transpartation system; communication aon access to markot arces prior Lo
1958 was largely by the most primitive of oxcart trail:s or on foot., This
lack of transportation facilitios forced tho bulk of the rural pepulation
to farm on a subsistence basis, with the attondant evile of taclwardness,
lack of opportunity, etc.

At the present time, only thros trunk highweys sorve tho antire
country: the Trans-Chaco Highwey, which extends in o narta-westorly direction
from Asuncidn to the Bolivian torder, comploted as a second olass dirt road
in 1961; the Encarnacidn Road; which extends in a southszascerly direction
from Asuncidn to the Argentins torder and which 13 now being swrfaced under
an IBRD/IDA loan; end the subject hiwhway of the project horein considered,

ONGTASSYTIED
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the Brazil Road. A future fourth trunk highway, presently under construction
as a gocond class road, 1s vhat running north and northeast from Coronel
Oviedo, tying in the resource-rich, population-psor northeast with the
crterial Brazil Road. Additionally, short sections of feeder roadg,mest of
them built since 1958 under the GOP's iIntensive self-holp road program,branch
e from the trunks, giving the presont road syatom a length of epproximately
{0 kilameters, Its composition and course of development are set forth in
Amnex II, Exhiblt 7, '

The most important of these shorter roads - the Goronsl Oviedo-
Vitlarrica Road, which is to be paved under an IERD loan - ties in Paraguayts
~utitsr four eity, Villarrica, with the Brazil Road and the number one  (Asun-.

Sy end number five {(Coronel Oviedo) cities; when the reilroad is cloged
out in the early 1970's as projected in the IERD repory, the only meens of
“wansportation between Villarrica and Asuncidn will be via these roads.

In late 1962, under joint AID-MOPC finencing, construction btogzan on
¢ farm-to-market road system (including certain peretration roads) branching
- b5 Brazmll Road. Thesoe farmeto-market roeds are sorving to stimulate
agriculiural production and the harvesting of timbor preducts, end Increase
the national wealth of the country through develoning markots for tho
smxinee of rural commnities and Torest eroag. This farm-to-markat rosd
construction program continues to be a successful urndertalking and has made
substartial progress in breaking down the barriers of rurel isolation. This
n twrn leads to a better understanding between cltizons of the counvry and
opens the way to the introduction of tetter educational, health ard other
facilities nocesgary to an improved stardard of living., 4 gocd exasmple of
i1 social benefits is the opening of o serles of small public health
clinics along the Brazil Road between Coronel Cviedo and Pucrto Prosidente
Stroessner. '

2, Relation of Proiect to U.S. Asaistance Stvatnov

The Brazil Road project conforms with the priority goal of the U,S,
~oristance Strategy o increase agricultural production in Poraguay, By
opening new agricultural arcas to colonization and devolopment, as well as
Ym-oving access to markets and to the river system, tho existence .of the
+oxd permits the GOP to implement programs of land roform, supervised credit, .
and development of cooperatives that otherwisa would not be poessible for same

NCLASSIFIE
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time to come, if at all, These programs serve to promote political and
economic stabillty in the count=y, to reduce sociel pressures in the oVer=
populated area of .the capital city, Asuncibn, and to give impetus to the
forces of progross in every gphere of Paraguayan life,

At Coronel Oviedo the east-west Brazil Road intergects the north-
south penetration road currently under construction, as well as the soon-
to~be~paved Villarrioa road,. The Brazil Road also links with the Treng

'Chaco Road at Asuncién, Togothor, theso. roads form the backbone of the
national highway system to which AID!g program of farm~to~market roads is
directly related, Thus the breakdovn of the Brazil Road would have a .
iacelarator effect on other U.3, and -GOP investments in higHway‘t;gnspcr~
tation and in the agricultural sector of the ©COnoLY :

Moreover, to the degree that this road were allcwed to deteriorate,
the R0 plus million already invested therein would be lost, ternatively,
the country's resources would be frittered away in the attempt to maintain +
an inadequately cunstructed facility,

3. BRelation of Projcect to Lconomie Develovmentf

a) National Considerations.

- During recent yoars Pareguay hag invested about three-quarters of
its public funds in roadbuilding, The most outstending enterprise of .thig
kind is the projoct road, running from Asuncién to Puerto Presidento :
Stroessner, on which over 20 million has already toen spent, Connected by
a 2onerete trldge is thoe Brazilion pert of Foz do Iguazd, frem which point
a Brazilian highway mins oast to Porenagud on the Atlantie coast; this highs
vay 1s about to be paved, pursucat to IDB financing, The area penetrated by
the Asuncién~Pto,.Pte, Stroessnor-larenagud highway constitutes tho principal
development thrust in the 1965~1967 Economic ard Social Development Plan of
Paraguay, ' ' .

The -followving programs are dircetly related to this highway:
i. Studies within the triangle: Asuncidn-Encarnacién-Pto. Pte,

Stroessner, with a view to selecting the areas of groatest potentialities,
and planning roads to intensify agricultural and lumber production in that

UNGLASSIFIED
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area. The cost of thess studies is calculated -at U$S 757,000; the road-
planning aspect was completed at the end of 1965. The purpose of this
program 1s to incorporate the Department of Itapda with thoge parts of the
Departments of Canguazmi and Alto Parand affected by the Erazil Road,

(11) The hydroelectric plant at Acaray. Heavy equipment for con-
stroctien of and installation in the plant is boing transparted to the
piant sits via the Brazil Road., This project 13 related to othera whobe
objectives are tho improvement of electrical services in Asuncién and the
slectrification of clties in the interior., It is also assoclated with the
rrogron of reglonal integration arlsing from studies made by the Econcaic
Fluanning Council (COPEM) of Misiones, Argontina, and the Study Gentor for
*ha Sccic-Economic Devolopment of Itapda (CEPRIS, Paraguay. 7o that end,
toth Mislones and Itaplda are to consume electric current generated by the
vy alectrde plant at Acaray.

L

(311) Colonization ard urbanization of Puerto Pregidento Stroessner.
The purpcge of this undertaoking is to prcmote econcaic growth in a zone
rich in virgin resources. Tae administration of the projoct is entrusted
%6 o Special Commission, whose intention is to industrialize tho agricul-—
wural preduction of 125,000 acres, The colony currently comprises 7CO
femilios; each family aro owners of a preoduction unit consisting of 25
hectares, The Commission already has obtained a lcan from IDB for a total
of US 910,000, part of which has been earmaritcd for the pwrchase of
machinery and equipment, It is telioved that mochanization of the projoct
will [Increagse the roevenue of the Commission and enable it to extond its
Investments,

(1v) The Institute of Rurnl Welfare (IBR) is toth implomenting and
oxpanding an extensive Colonizotion Program. In Parsguay, it 1s essential
1o Increase the agricultural area under cultivaticn in order to sustain
aunsput growth, At pregent, the greater part of agricultural production
is centered in the Asuncién area, whers ovorpopulation, excessive fragmen=
tation of holdings, soil exhaustion, and multicrop exploitation do not
permit dommercial preduction to taks place. Pesides, many farmesrs are only
tenants, or even squattors, not having titls to lards they cultivate,

The distribution of land to colonists has brought about a transfor-
mation of the area on both sides of the highway totwsen Coronsl Oviedu and
Puorto Presidente Stroessner (map attached hereto; Ammex III, Exhibit 3):

UNCLASS IFIED
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The highway has converted the forogt into zones of preductive activity; it
has created a demand for land which, previously, had no commorcial value;
not mere than nine landownews possessed a total of 3,000,000 hectares in
this areca in 1940, '

This transformation of land holdings in areas now rendered acceg-
gible %y the new highway was further aided by social reform and self<-help
measures: the land redistribution law empcowersg the government to exproprlate
and to Indenmify owners of areas In excess of 10,000 hectares ovned by one
pergon In the eastern part of the country, and any excess over 20,000
“ectares in the Chaco, provided such lands ere not farmed In a "rationall”
nawier, At the same time the Institute of Rural Welfare hag settled tens
of thousands of colonists in areas, opened by +tho highuay; these colonigta
harre received financial assigtance. both from IR and frem the National
Development Pank &dministering funds from an IDB/SPTF loen, though much
remains to be done in this area,

For an analysis of the colony situation by the leader of the USAID/
USDA/PASA team, soo Annox III, Exhibiw 3.

An indication of the inereasing importence of the portlan of Porg-
guay newly served by the Erazil Reoad ag an agriculiural arva is shawmn in
the following production statistics for major cropg in the Departments of
Caaguazd and Alto Parang for the years 1958 and 1564, in metrioc tonss
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ALTO PARCNA.

L R %
Crop. 1958 1984 Incresse 1958 1284 Inorease
Manioo 12,700 104,550  723,2 11,247 27,980  148.8
Sugar cane 23,790  62,/00 - 142,3 988 - 1,900 66,2
Corn 12,7€0 - 14,520 14.3 - 1,700 3,750 120.6
Swantpotatoeg . 3,768 10,300 173.3 598 700 17,0
Covton 1,436 . 3,020 110.3 . - 80 -
Afalfa 760 1,760  131,6 68 80 17.6
Teviuco - ‘735 1,500 104,0 12 50 3167
Taat {1959) 1,020 570 = fh,1 - - -
Tmiona 173 1,280 350,4 (T 80 783,9
Yraunats - 330 . 720 132.3 yal 60 %653
200 ‘ 1,020 3,020 199,0 S 1230w 330 1683

-

Ay seen from the forepoing t2ble, major increases have accurred
ot only in crops for ¢orestle consumption (maniocg cowpess, ccrn, criona,
cotion), but also in tlose destinad primarily. for export (sugarceno, totacco,
peanutssu However, the 85,000 square iilometer arca that will be served
Jdirectly by tho proposed highway tetterment 1s still for “ho most part
undeveloped; roughly 60% of- it is hoavily timbored with high quality hard-
wood forest, slightly rolling in torrain, with 1itile prosent agiriculivre
o1t excellent soil and climatic corditions. On the bagis of 50 hactare
farms, the area would provide for 170,000 farm units which in turn coculd
support an ultimate farm population of over a million,

4As showm in the table bolow, going eaatwerd fream the Central Depart-
2nt the level of industrialization in tho arcas ncW penctrated by the
2razll Road drops snarpl-,  Inacruch as the data arc from the 1853 occnenmic
census, and hence relor to the situaticn prior to the paving of the Brazil
foad, it is to be exnocted “ha* the opening cf the road will generats
subavantial new mazufac o ing activzity such as gawnills and focd procegssing
plants along its route and in sreas connectod by feeder roads, This
Industrialization w2ll be ascelerated by the construction of the Aceray
Aydroeleciric powor pro;cot ol 45,000 kilowatts., Thig project 1s expacted
) have greater empleyment and income effects in the noext geveral years
than eny other single prnject in Paraguay,
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Industrial Statistics, Census of 1963

No, of ‘Persons Value of Value
Egtablishments  Employed Prcduet i - Added 1

Poraguay .87, C 35,652 15.461 5.683
Department |

Central . 2,374 19,375 11,07 3,920

Cordillera 992 3,750 246 - 119

Caaguazy 249 833 21 58

to Parand 22 177 31 - 13

@ In @& 1,000,000

The expectod impetus which the Erazil Road ani Learay Hydroeleciric
Project will give %o +he country’s industrial development efforts should -
onable Paraguay to benefit more troedly from itz perticipation in the Letin
Amorican Free Trode Asgoclation, by increasing its exports of processed and
semi~procussed agricultural products to other member ccuntries,

The passibility of producing wood pulp and peper in the Alto Parani
zone - also served by the Brazil Roed ~ was studied in Paraguay many years
ago. Notwithstanding the sxtisractory technical conclusions of ‘the e:porta,
no cellulose or paper manufacturing plent was installed, partly, at lsast,
due to the absence of adequate transpart for the finished product, Tew, the
Adninistrative Commisslon of Puerto Presidonts Strcessnor has, in 1945,
initiated anusery to produce half a million pine trees in the coloay,

The future for a lumbsr irduswy in Peragusy is dofinitoly vncoarazing,

The population of Latin America is oxpected to grow frem 220,000,000 to :
320,000,000 during the noxt 10 veexrs; this growth will crea*s greator demasd
not only for housing but also for tooks ard newspaperse  Botweon 1960 and
1970 the increased demand for lumber in Latin Amorica is caleulated at 226"
million square feet, With regerd to other markets » the FAO ogtimaton that

the demand for lumber and paper in Narth ‘merica, Europo, Australia, and

Japan will have increased from 3,767, to 6,458 million square foot ard 60

to 150 million tons, respectively, between 1960 and 1975, A few years 8go
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Europe was still a foremosi exporter of lumber products; it is now import-
ing lumber to a value of 600 million dollars a year. Furthermore, no
increage in its production is possible, as its forests are already being
fully exploited.

Studies of forestation possibilities in Poraguay:have been initieted
by techniciens assigned by FAO. It already has been recoznized that the
area of convergence of Argentina, Brazil, and'Paraguey in the zone of Alto
Poxrand offers ideal conditions for producing the species of trees required
Tor the menufacture of cellulose and paper. It is certain that the rapid
growun of coniferous trees in this prolific zone will assure costs lover
Lian those in the traditional paper producing countries which are less
forvoved climatically. To quote Ing. Lucas A. Tortorelli, forest technician
of TAO, "In Paraguey, trees do not stop growing durinz 12 months of the
vear; in Scandinavian countries and in Canada the growth of trees is limited
*o 5ix weeks in summer, during which time the temperature is suitable for
davalopment of the plant." :

t) Plan Prepared by the World Bank for Develooment of the Triangle:
Asuncion-Encarnacion-puerto Fresidente Stroesonor

A complete Report based upon studies of the Bank is expected by May
1965; its total scope of expected recommendeti'ons is nat yet knovn., However,
they have indicated that they arc considering & plan to build two highwaya:
one running north from Encarnacidn to Join the Brazil Road near Pto. Pte.
Stroessner; the other running in a southeasterly direction from Villarrica
to Garlos Antunio Lépez on the River Parand between Encarnacién and Pto.
Pte. Stroessner. These highways would offer the zone .0of Itapua the
alternatives of transporting its producticn overland to Parancgua, Brazil
or shipping it on the River Parand to Bucnos Aires. Bank techniciens
‘attach great importance to surface conditions vn the Brazilian stretch of
the highway to Paranagud; the IDB-financed paving of such highway should
greatly increase its relative attractiveness as a transport .medium,

Transportation by the River Parana is rendercd difTicult by the
Apipd rapids downstream from Encarnacibn; the only practical solution to
this natural obstruction would appear to be the cutting of an auxiliary
canal or building a costly system of dems. Such an enterprise, jointly

UNCIASSIFIED .
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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
orivileges, This 682 mile Asuncion-Ptc.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 :ould absorb tne cost of land
transportation if this were to prove higher than that of the water
route. Also, the improvement of the Brazilian portion of the road
will permit the utilization of larger . nacity multi--axle vehicles,
including trailer trucks, for the long hauls; provision of road suitavple
for such multi-axle carriers would serve to lessen the aconomic pressure
for overloading the single-axle trucks currently utilized.

UNCLASSIFIED
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K The Brazil Road also serves to greatly
‘enhance Paraguay!'s trade with Brazil and Uruguay and with some portions '
of Argentina. Moreover, Brazil has adopted measures to facilitate the
importation of Paroguayzn products under the LAFTA agreement, While it
has been difficult for Paraguay to take full advantage of these
concessions because of higher industrial productivity in Brazil, the

potential exists for exploiting this markect.

In short, Brazil has taken the steps to provide a paved road from
the Rio Pgrand to Parsnagud; i: has financed the construction of a bridge
across the river to Pto.Pte.Streossner; it is planning to construct .
necessary storage facilitiss as the free port of Paranagud and it has
@ide important trade concessions. Tuese aceivities on the part of Brazil
are largely predicated on the continued exdstence of a first class roacd

+n Paraguay cepable of carrying aeavy Lraffic all year around,

UNCLASSIFIED
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Cost/Benefit Analysis

Since this project proposes the rehabilitation of an
existing road, it is well suited to a cost/benefit analysis based
upon reasonably firm estimates of the anticipated savings in
transport costs multiplied by the projected traffis volume,
Certain portions of the more comprehensive qualitative economic
analysis hereinabove contained are, of course, only indirectly
quantified by this method; however, since, the direct and
necessary relationship between economic growth and expansion of
transport clearly encompasses these other foctors, it is
cuisidered that the more accurate system of quantification hersin
contained 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 which have been in exdstence
for as many years as the particular section of road, Based upon
these records, fuel consumption, and vehicle registration recoxrds,

- the consultants (Brown & Root) have estimated a traffic rate of

growth of 7% per year compounded, or 100% per 10 years, {innex

IT 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 of kilometers per year per
vehicle will remain unchanged; although this was true in the
past, it is only recently that better roads, a more market-
oriented econory and a population moving outward frem the concene
trated Central/Cordillera area have tended to impel greater
annual 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 volume of the next section (B). However,
in order properly to reflect the dynamic economic growth pa*tern
hereinabove discussed, the Brown & Root projections have been
used for Sections B, C aud D, where the developmental activities
are concentrated.

UNCLASSIFIED
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The following table shows the average daily treffic for
sections A, B, C, D, for 1965, with projections for 1968, 1978, and
1988, (Due ‘o the proposed IBRD paving of the ro.d between Cnel,
Oviedo and Villarrica, plus:the new AID roads north from Cnel,
Oviedo, it has been estimated that the traffic west toward Asune-
cidén, 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 372
B 330 495 1990 . 19€0
C 220 285 570 D40
D - 140 180 360 720

b) Brazilian Traffic - It is contemplated that the rchabilitation
of the Brazil Road into a first olass highway will help attract

an increasing number of vehicles :ronm Brazil, particularly in
conjunction with the forthcoming paving of the Trazilian portion to
the coast, These vehicles will make a direct "new money"
contribution to Paraguay through their payments of tclls and the
gas tax, In computing cost-tenefit ratios this new money
contribution will be considered as reducing the annual ccst of the
road,

An exanination of the custons records at Pto.Ple. Stroessner
indicates an average total of 48 vehicles per day crossed the
Brazil border during the pericd April 1964 to fipril 1965, (Paving
of the rcad was completed in March, 1965; the "Friendship Bridge"
across the Parand was placed in service the same month - previously,
crossing was ‘by ferry). From this value it is estimated thet the
1968 Brazilian traffic will be. 40 additional vehicles per day, ..
Increases for 1978 and 1988 are based on an estimated 50% incroase
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for each 10 ycars, an extremely conservative figure in view of
the paving of the Brazilian portion, with its attendant increase
- in both truck and tourist traffic, plus the prosperity and
consequent expansion of leisure time and discretionaiy income
Brazil 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 xilometer as a weighted average
saving to all vchiéles dn operating over pavement in good
‘condition as against an unsurfaced road (innex II, Exhibit’ 10),
¥rom this value and the cordition of surfaces of the varicus
sections as they would be if the repais were not made. the

. following values in cents per_kilometer per vehicle have beeq
derived: Section A, 1.0 £; Section B, 3.0 £; Section C, 2.0 4;
Section D, 1.0 (. :

d) Road User Savings ~ Using the values of projectsd traffic
and savings in operation costs to vehicle i, the following table
shows the total annual savings for the sictions A B C D for the
years 1968, 1978, 1988,

ANNUAL ROAD USER SAVINGS

LENGTH : [ VEHICLES| DAYS pmn[ ANNUAL

SECTION Xms, ADT | SAVINGS YEAR | SAVIIGS YEAR

. e — —
A t 73 1650 0,01 365 | $ 440,000 | 1968
: 2475 : 660,00 | '1978
3712 950, 0O 1988
B 59 L5 | c.o3 365 | § 320,000 | 1968
990 |: . 640,000 ! 1978
1960 : ) 1,260,200 { 1988
c 50 285 0,02 365 | $ 104,00 1968
570 208,C0 1978
1140 426,00 1988

|

D s 180 0,01 365 $ 95,300 1968
360 ! 190,60) 1978
720 ! 381,20) 1988

L | !
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e) Annual Cost of Road - Using an opportunity rate of interest
of 8%, the following table shows the annual amortizetion cost

of each of the road sections A B C D,

ANNUAL, ROAD COSTS

LIFE | ESTIMATED AMORT. ANNUAL

SEC. ROAD FACILITY YRS COST * FACTOR CoST
A | Grading - Drainage Str. 30 $ 98,000 0.089 $ 8,700
.Burfacing 20 736,000 0.102 75,100
$ 834,000 3 83,800
B Grading, Drainage & Base 30 i $1,602,000 0.089 $1k2,500
Surfacing 20 573,000 0.102 58,500

& = Tk

$2, 175,000 , $201,C00
C Grading, Drainage, & Base | 30 $ 622,000 0.07265 |3 55,300
Surfacing 20 L87,c00 0.08718 L9, 700
3 $1, 109,000 ; $1C5,000
D Surfacing 20 g 51,316,000 ! 0.102 313k,200

#* Includes Ingineering and Contingencies prorated

To the particular

section.
f) Brazilian Tvai<ic Contribution - There are three toll siations
on the road each collecting a toll of 50 guaranics per wehicle.
Tolls are coliected for treffic in only one direction; there-
fore, a vehicle in making a round trip would pay only 3 tolls.
The toll contribution per vehicle has been distributed to each
section of the road in proporiiorn %o g lengtih. The gesolilne tax

in Paraguay is 7.30 guarenies ver liter. 7Tn

cemputing the gas

tax per vehicle for each section of the road, gasoline consumpiion
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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
trafflec for each section of road for the years 1968, 1978, and

H ' i
H

1688,
CONTRIBUTION OF BRAZILIAN TRAFFIC
LENGTH TOLLS GAS TAX | DAYS ANNUAL

SECTION KMS ADT PER VEH. | PER VEH. |[PER YEAR | CONTRIB. | YEAR

A 73 4o 0.19 0.85 365 $ 15,200 1568

60 22,800 1978
90 .| 3h,200 19883
B - 59 4o 0.15 0.68 365 12,100 1968§
60 18,100 1978 ¢
| 90 _ 27,200 | 19881
£ P
G 50 | ko 0.13 10,300 | 1688 !
| 60 a 15,500 | 1578 !
f 90 : 23,300 i 1588 !
' [, ; ‘ o]
l D 1h4s5 | 4o i 0.38 1.68 5 365 30,000 : 1958 ;
! | 60 ; 3 k5,000 i 1978

| %0 , | ; 67,700 - 1988

f PR

g) Cost-Benefit Ratios - The Tfollowing table shows cost-benerit ratios
for each section of the road considering vthe annual cost of construction
and annual traffic benefits reduced to their present worths &t the
beginning of the construction period using s discount rate of &%. (An
edditional substantial economic benefit accrues from the reduced cost of
maintaining a well-bullt road as contrasted with trylng to kxeep a
deteriorating road from completely disintegrating; this saving has

not been Included hereinJ
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COST - BENEFIT RATIOS

UNCLASSIFIED

($1,000)
INCIUDING BRAZIL TRAFFIC PARAGUAY TRAFFIC ONLY
PRESENT | PRESENT FRESENT. | PRESENT
SECTION | WORTZ | WORTH CoST WORTE | WORTH COST
TRAFFIC |CONSTRUC- |BENEFIT TRAFFIC | CONSTRUC- | BENEFIT
BENEFITS | TION RATTO BENEFITS | TION RATTO
A $ 6,415 |4 B8e2 7.80 $ 0,200 | § 822 T.55
B 5,582 5 1,970 | 2.83 5,418 | 1,970 2.75 ‘
c 2,036 | 1,030 | 1.98 | 1,850 | 1,030 1.84 §
D 2,208 | 1,515 |1.T5 ; 1,855 | 1,315 1.h1 i

{

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

5.

Ability tc¢ Repay the Ioan

.and imports for the years 1954-1665, based on

a) Balance of Payments - Paraguay's balance of payments
situation has historically tended to fluctuate with the

ups and downs of hexr economy. (So, too, has her gold/foreign
exchange reserve position; Annex III, Zxhibit 2). Exports
the Central
follows, in

Bank's balance of payments data, have been as
millions of U.S. dollars:



(P ~ Preliminary estimates of
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YEAR EXPORTS, F.0.B.:
"1954 34,8
1956 36.3
1957 36.1
1958 . 33.6
1959 35.4
1960 - 36.5
1961 43;1
1962 39.6
1963 38.7
1964 L5.4
1965 (P) 60.0

January 1966).

IMPORTS, F.0.B. BALANCE
34.4 0.k
.30.9 7.3
30.6 5.7
3709 - 108
12,3 8.7
3605 "1.1
16309 - 7-14'
14'708 - l+o7
40.3 - 007

A\Ooé had 109‘.
u&.h l.O
51.0 9.0

the.Central‘Baﬁk of Pa:aguay,

4

However, the effects of the Alliance for Progress in focusing
both ekternal 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.Econamic Position

and Prospects of Para
the value of exports

18y, the IBRD Mission estimated a growth in
in constant prices) of 6% a year betwaen

1965 and 1970; (The increase wgs 7% between 1963 and 1964, and

324 between 1964 and 1965),

This estimate was based on their

views of domestic production prospects of export commodities, on

long-term market prospects
port facilities, and on pr

to promote exports.

5% a year during 196

» on the likely availability of trans-
csent and proposed Parcguayan measures

With respect to imports, the IBRD Mission projects an
annual expansion of

7% between 1965 and 1970, as compared with
2-196L and 15% between 1964 and 1965, The

projections are based on import requirenmcents by the public
sector and on tho estimated import component deemied 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 will fluctuate with

disbursements on
projects),

project loans on ongoing and possible new
Inasmuch as the IBRD Mission had the most staff and

tims to devote to trade prejections, compared to the USAID and
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CIAP, we may use the IBRD data for pﬁrposes 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 353  34.2 19,9 15,4 12.9
Inerease in Reserves 6.8  L4b 0.5 " 0,7 0.l

- The result .of the above operations would produce an increass
of $12.7 million in Paraguay!s exchange reserves during the
years 1966-1970. The projections are premised upon the
contimuation of internal and external monetary stability, and
upon the development of institutions for preparing adequuate
feasibility studies of high priority projects and for implement-
ing development projects ard progranms,

b) External Pubiic’ Foreign Exchange Debt

The external public foreign exchange debt of Paraguay, out—
standing as of January 1965, was squivalcnt to $65.3 million.,
The interest and principal payments aru estimated at $6.8 milldon
in 1965 and $5.3 million in 1966, and arc scheduled to remain
under $6 million during the rumainder of the 1960s, These
service payments represcnt about 13% of estimated exchange earning
in 1965, 10% in 1966, and will decline to around 9% in 1970, 1In
addition, service payments on external private debt are roughly
$1 million a year during the remainders of the 1960s.

If programmed new borrowing were to take place, there would
be a modest rise in these service payments in 1966, by $£0.3
million. By 1970, these service payments would rise by $2.7
million, and the combined foreign exchange service on new and
outstanding external public debt would apprcach 13% of projected
export earnings in 1970. An additional one third of ‘the
external debt of Paragunyy is repayable in local currency. The
outstanding amount of this debt is equivalent to U$S 34 million,
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" and service payments in 1965 amounted to the equivalent of almost

U$S 2 million, Combined external dedt wervice payments due in
foreign exchange and in guaranies absorbed about 50% of gross
public savings in 1965, and even with the projected rise in
public sector savings may still absorb almost 4O% of these
savings in 1968. This high ratio derives from Paraguay!'s
extensive need for external resources to match its limited
domestic savings in carrying out its development efforts.

Paraguay currently has a favorable external debt structure:
the avercge length of maturlities on the outstanding debt is
between 15 and 20 years, and grace periods average abouvt 5 years,
The average interest rate on outstanding loans is more than one
third repayable in local currency and less than two-thirds in
foreign exchange. It is imperative that this favorable debt
structure be maintained, since any significant departure could
generate an unmanageable debt service burden and adversely affect-
Paraguay's credit worthiness. Thus, short - and medium - term
borrowing should be avoided, Paraguay needs to obtain its
loans on a very long-term basis to maintain its creditworthiness,
and such loans should provide substantial financing for local
cost requirements as well, Under such terms Paraguay will be
able to service its external deht,

Estimated External Debt Services Payments in Foreiagn Exchanpe,

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

1985 1966 1967 1968 1969 1970

Central Govermment: 1,090 LTL 52 128 562 763
Amortization 852 220 265" 156 254 417
Interest , 238 251 259 272 308 3L
Autonomous Agencies: 4,425 L, 665 4,958 5,213 5,265 5,32C
Amortization 3,386 3,401 3,180 3,209 3,27L 3,590
Interest 1,039 1,264 1,778 2,001, 1,994 1,730
Central Bank: 1,297 187 178 170 10 12
Amortization 1,250 150 150 150 — —
Interest | L7 37 28 20 10 12
Private Sector: 2,200 1,160  1.011 968 28 900
Amortization 1,793 . 862 - 757 758 77 798
Interest LO7 298 254 210 154 102
_TOTAL 9,012 6,483 6,671 6,779 6,765 6,995
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External Public Debt Qutstanding as of December
3L, 1964 %

Disbursed TOTAL

Repayable in Foreign E 2252h2 62!26h
IBRD Loans - 2,200

IDA 528 9,600

IDB 1,719 13,450
Purchase of British-owned railroad 490 450
Privately placed debt 3,735 6,907
a) Suppliers! credits (2,061) (5,233)
b) Other (1,674) (1,674)

Government lcans: :

United States 12,094 15,840
a) Export®Import Bank 7,503 7,503
b) AID 4,591 8,337
Other Western govermments 3,754 72754
Argentina 130 130
Brazil 61 61
Japan 2,588 2,588
Germany - 3,000
Loan from Czechoslovakia 23 23
Repayable in lccal currency 15,081 34,138
AID 10,571 12,322

IDB 3,510 17,317

SPAIN - 4,500

Total External Debt 6,424 99,402

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

SQURCE: IBRD, Economic Department, July 13, 1965

UNCLASSIFIED



-29- UNCLASSIFIED

G. Financial Analysis

1.

Financial Plan., The total cost of the project proposed
herein is estimated by Brown & Root arnd USAID/P to be $5.46

" million. Of this amount AID will finance $i,.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 guaranf costs; their agreement to undertake

such financing will be presented in conjunction with this
Capital Assistance Paper. Said GOP contribution may include
up to #sy40 million ($320,000) out of the ¢s3{€0 millicn 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 prevously

-tentatively egreed to use the £111 5480 million as the

entire GOP contribuvion for the Adrport Rehabilitation, but
the GOP has now requested the use of 5440 rillion of euid
funds as a portion of the GOP contribution nereto and USAID/P
recormends AID acquiescence. The remainder of said GOP
contribution hereto, plus any additional furds that may ba
required pursuant to the covenants and conditions of the

Loan Agreement, shsll be internal public savings fenerated

in conformity with the self-help provisions of the

Mliance for Progress,

The consulting engincer estimates the construction 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 disbursements would be
(expressed in U$S):

CY 1966 $ 100,000
CY 1967 1,872,000
CY 1968  $1,872,000
CY 1969 $ 636,000
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2. Proposed Terms. Terms recommended for this loan are:

Amortization = 40 years
Grace Perlod -~ 10 years
Interest - 1% during gracc period
2 1/2% during payoff period

3. Reasonableness of Proposed Terms and Financlal Plan. The
financial plan which contemplates AID fimancing of 504 of
the local currency cost of the project, and the terms which
are most concessional offered by AID, are deemed reasonzble
under the circumstances. As shcwn in the Zeonomic Annlysis
(Section F), Paraguay's urgent need is for developmental
finaneing with the minimum possible requirement Tor GOP local
cost contributions and on the most coucessional terms aveilable:
Current and projected GOP reverue budget deficiis are 1n the
neighborhocd of 20)% and the chances of near-iterm amelioratlon
of this situation are dium; nrojected annual debt service require-
ments may reach 13 percent of mrojected export exchange earnings
and approach 45 of rroas mublic savings; the need Tor development
capital is both long-term and immedicte; the wrolect 13 one of
bazic infrastruccure rather than income mreducing; ros caplta

.

annual income in Paraguay 1s estimated at only 3231 ror 1665.
Therefore, harder terms and a larger local cosct contribution
would only serve to wealten the country's abiliity to carry out
the necessary over-all program of economic development.

* Annex IIT Exhibit 2
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1

SECTION II ~ IMPACT ON U.S. ECONCMY

A. Competition with U.S. Enterprise
;‘

No competition with U.S, enterprise will arise frem this project; én
the ccatrary, U.S. firms will heve their markets expanded thereby since
the growth of Paraguay!'s economy will enable Paraguay to tuy mare U.S, -
products, .

B, Source/Origin Procurement of Gnods and Services
The loan provisions will Iimit procurement to the United States and

Paraguay; some $3.9 million werth of U,S, commodities and servilces will ba
utilized which would go urused in the absence of this' loan, ' ;
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SECTION II” - COVENANTS AND CONDITIONS

l'
commitment document,

shall furnish AID, in form and substance satisfact

(a)

(v)

(c)

(d)

Prior to the first disbursement or issu

ance of the first
ring services, Borrower
ory to AID:

other than to finance enginee

a4
az

a commitment to allocate through 1t regular
budgetary procedures all necessary monies for
the payment, as scheduled,. of all GOP debts to

AID or its predecessor agencies;

evidence that Rorrower has available, or will
have available when necessary, from sources
acceptable to A.I.D., the guerani equivalent of at
least seven hundred¢ and eighty thousand United
States dollars ($750,000) for use on the Project;

evidence of arrangements (1) for tne establishment
and operation of vehicle welghing stations along
the Project highway and (ii) for the enforcement
on the Project highway of the requirements of
Paraguay Decree Law o, 22.094 or such subsequent
law as AID shall approve with respect to vehicle
load limits;

a detailed plan for the maintenance of *the Project
highway and all other roads constituting the highway
network of Farazuay for which Borrower's Miristry

of Public Yorks and Communications (MOFC) is
responsible, which shall include, bu® not necessarily
be limited to plans for

o Ao
L'L-):.’.“.Lu

ad
the
n

t10

nighway
estavlishment

vwith that

(1) the establishn nt of a reo
department within the MOEC
of a road maintenance organ
highway department;

and

irn

PN

(11) the esteblishment of
and the outliring of
each such district;

-2

(1i1) the provision of adequate facilizies, equipnment
and personnel for each such maintenance district;

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

4
u

he training of road mainsenance personnel;

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) & commitment to allocafe to hignway 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 c¢f the Project, or snall
obtain such rights in time tc permit the orderly
construction of the Project.

3. Borrower shall coniribute to the Project, from sources icceptabvle
to A.I.D., the guarani equivalent of at least seven hundred and eighty
thousand United States dollars ($780,000), and Borrower snall also provide, .
or cause to bz provided, nany additional resources which are necessary for
the timely completion of the Project;

L. Borrower shall cause a nationwide program of road maintenance
to be carried out in conformity with the plan approved cv AID hereunder
and shall make available %o 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 weighing stations along the Projec®t road and shell
enforce on the Project road the vehicle load limit requirements of
Paraguay Decree Law No. 22,094, or such subseguent law as AID shall
approve;

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

7. Equipment, materials and services (except shipping and marine
insurance) financed under the loan shall nave *heir origin in and be
procured from the United States or Paraguay. Shipping financed under
the loan shall be from the United States, and marine insurance financeé
under the loan shall be placed “n the United States.
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6. United States dollars utilized under the loan to finance local
currency costs shall bhe -nade available to Borrower or its designee only
viirough 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

l. Inclusion in the project of certain work on the portion of the
road between Asuncidén and Eusebio 'Ayala ("Section A") is an Issue. .In the
preliminary evaluation of the subject it was 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 became 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 4 or 8 years that its traffic
lcad has been substantial - there were very few motor vehicles in Paraguay
prior to the late 1950s (*-.cex II, Exhibit 7). Furthermore, this road was

built in the early 1940's to what it ncw recognized as an iradequate stand-

ard; the rough surface of asphalt-directly-cn-Telford gives mare than a slow,

rough ride, it causes magnified impact loads at the buwzpy, which bring toth
ra fowd

base and surface under severe strain. As a result, AID's enpinee:
that despite the newness of the 1i,ht surface seal coat (less th
old), th2 asphalt surface and the cdges of the pavement were raveling in
numerous piaces, accompinivcd by some base failures,  The substantial

crease in trarfic projected for the upcoming years (Annex II Exhible 7) vill
necessarily resurt in an acceleratd rate of deteriorat or this portion
of the road unless it is brought up o satis i3; mere mainte-
nance could only delay this procesy, not arres ;

Although a road is certainly less wvulnerable than a chain to the
failure of its weakess Link, it i 2Aroto the C7 that Paraguay's need for
& satislactory, all weather, rensonably hipn spoed road frem Asuncidn o the
sea (the Brazilian portion of whic  road will be oaved pursuant
million IDB loan) is such tha
in the project if this vasic <
should be noted, parcnthetically, that th: otus turnou

# Additioral drainage facilities, repiirs of surface and base failures
O ) 2
plant mix leveling course and double asphalt seal coat.
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- requested in the loan application are excluded from the project recommended
herein as non-essential; the water control work, leveling, base repairs and

surfacing included in the project are deemed essential by the engineers.)
A further reason for includlng Section A in the

uoat/Benefit ratio thereof:: )
© {See Seotion 1., F., above, )

2. GoOP debt delinquenciss, Discussed in Classified Supplement
(ATD- Dm/P-hlw/l)
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SECTION V - IMPIEMENTATION PLAN

Now that USAID/Paraguay has both a permament Capital Develorment
Officer and a Transportation Officer plus ready access to the servicen of
the Regional Counzel, it is recommended that the Mission Director be granted
implementation eathority on this ldan, in conjunction with the Regional
Counsel as necessary, '

o It is expected that this loan will be authorized before the end of
June 1966 and that the Loan Agreement will be signed within a 30-60 day

period thereafter,

The loan project committece estimates that approximately three months
will be required after signing of the Loan Agreement to satisfy the condi-
tions precedent and the requirement for evidence of consulting engineering
services, Review and approval will be necessary of the consulting engineer-
ing firm selected ty the GOP, the scope of work to be performed and ‘he final
draft contract agreed to by the GOP and the engineering firm,

The consulting engineer will be required to preparo construction
plans and contract documents, advertise and reccive bids, evaluate bids
received and make an award recommendation to the GOP., This together with
review and approval of a construction schedule prepared by the consulting
engineer, evidence of right-of-way sver the road route ard maintenance plans
will require an estimited six monthY,

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

Loan disbursemcents could have already cormenced in favor of the con-
sulting engineer in _later CY1966 and would start in favor of the contractor
in mId 7 CY1967,  The table under Financial Analysis presents the project-
ted disbursement schedule.

During the course of construction, the GOP will be required to
submit quarterly progress reports, These reports may be prepared on their
behalf by the consulting engineer. In such event, the GOP must irdicate its
acceptance of the report,
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Upon conclusion of ;construction of the road project, including any
noeded clean-up, the consulting engineer will prepare & 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-
tractor and consulting engineer, in that order, will be paid the remaining
amounts under their contracts and released, The USAID/Paraguay will then
submit a final report to AID/W. :
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ANNEX I, 1 of 8

J 17, 1966
PARAGUAY ~ BRAZIL ROAD REHABIIITATION une 17, 19

CHECK LIST OF STATUTORY CRITERTA (ALLIANCE FOR PROGRE§§1

Foreign Assistance Act of 1961, as amended (hereinafter FAA), Section 102,
Precautions that have been or are being taken to assure that loan proceeds

| are not diverted to short-tern emergency purposes (such as budgetary, balance

of payments, or military Furposes) or any other purpose not essential to the
country!'s long-range economic development,

The proceeds of this loan will be used exclusively on the project as set
forth hereinbefore and all disbursements will ke made pursuant to applicable
AID regulations. ' ' '

FAAL Section 102, Information on mbasures taken to utilize United States
Government excess persenal. prorerty in lieu of the brocurzment of new items.

111 procurement will be conducted by private contractors subject to United
States Government rules ard regulations. :

FAA Section 102, Information whethor the country permits, or fails to take
adequate meagures to prevent, the damago or destruction by mob action of
United States property,

Both the paople and the Governmentiare favorable to the United States and
hostile mob action could not occur,

FAA Section 201(d). Information ang conclusion on lepality (urdar laws of
country and United States) and reasonablaeress of lending and relending terms
of the loan. .

Loan terms are consistent with United States and Faraguay laws,

FAA Section 251(a), Manner in which loan +All promsie country’s economic
development and contritute to tho wslfarc of its people. )

Rehabilitation of this road will ba af great econcmic and social benefit to
Paraguay as ge forth hervinbefore,

FAA Section 251 (b){(1). Extent to which country is adhering to the princi-

ples of the Act or Bogotd and Charter of Punta del Este and ig showing a
rosponsiveness to the vitsl econcmic, political, and social concerns of its
people, and extent to which country has demonstrated a clear determination
©o 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 sconomic
and social goals thereof. Possessed of a turbulent and undemocratic history,
the country 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 leval of self-help, . .

i

FAA Section 251(b)(2). Information and conclusion on activity's economic

and technical soundnese,

See Section E and F,
FAA Section 251(b)(3). Information and ccnclusion on activity's relation-
ship to and consistency with other development activities, and 1ts contri-
bution to realizable long-range objectives.

See Sections i and E.

FAA Section 251(b){/). Informatlon and ¢tnclusion on pogsible effucts on
U.S. economy, winh gpccial reference to creas of substantial labor surplus,

There will be no adverse effect en the U,S, econcmy ag a result this
project; in ract, thig project will benecfit the U,5,. economy *oth c+ructlj
through the use of U.S. commedities ord services therein and indircctly
through the increascd purchases of U,S. products by a zore prosperous
Farapuay,

FAA Section 25i(b). Information and conclusion cn availability of financing
from other free-world scurces, ineluding privaze sources within the United
States.,

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

‘project.

FAA Section 251(b). Information and.conclusicn on capacity of the country
to repay the loan,

It is belicved that Parayuay has the capacity to rupay this lean.

FAA Section 25i!b), Information end conclusion on country's efforts to
repatriate capital investud in other ccuntries by its cwn citizens,

Capital £light is considered not to b2 a major problem in Paraguay at this
time,

UNCLASSIFIED
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FAA Section 251(b)., Information and conclusion on reasonable prospects of

‘It is believed that there are reasonable prospects of . repayment of this loan,

FAA Section 251(e). Information and conclusion on availability of an
application together with sufficiént information and assurances to indi.cate

easonably that funds will be useti in an economically and technically sound
manner,

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

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

lict Applicable,

Fih Section 252(a). Total amount'of money under loan which is going direruly
to private enterprise, is going t¢ intermgdiatp credit institutions or oiher
borrowers for usge by private onterprise, is being used to finance imports
from private sources, or ig otherwisc being used to finance procurements

from private sources,

All funds under this lean will ke used to precure gecds and services from
private sources,

FAt_Section f01(a). Informition and conclusions whether lean will encourage
¢{lorts of the country to: (1) increase t"v flow of intermnatioral 1rade;

(b) foster private initiasive and cemretition; (¢} encaurage develogment

R T

Lhion;
¢ St operatives, oredit unicns, and savings and lean aszociations
and usc of ceocoperat s 5 , and o and lean a itions
(a) discournje monorolistic practicus; () improve technioss <Sficlency of
industry, agriculiure, and cormeree; and (f) strensthen free labor unions,
The leoan funds will be used to FUL.LLlitatc a roviothnt 1ooa vital link in
Paraguay's internal and foreipn trade, that 1o of groat tenelit to {ree

2 & bl

compctltlvc private enterprise both within and without the country and that

< +
- P - R
is @ major factor in promoting improved technical ard ccenemde efficiency
of industry, commerce and agriculture,

FAA Section 601(b). Information and conclusion on heow the lean will
encourage U.S. private trade ard anL"‘”ur abroad and how it will encourage
private U.S, participation in foruign assistance programs (including use of
private trade channcls and the °crvicus of U.S. private enterprise),

This loan will encourage private trade and participation through its use of
U.S. goods and services,
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FAA Section 601(d). Conclusion and supporting information on compliance
with the Congressional policy that engineering and profc351onal gservices of
U.S. firms and their affiliates are to be used in connection with-capifal
projects to the maximum extent consistent with the national interast, -

This policy will be complied with.

FAA Section 602. TInformation and conclusions whether loan will-permit
hmerican small business to participate equitably in the furnishing of goods
and services financed by it, )

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

Fil Section 604(a); App. Section 108, Cémpllance with restriction of com-
modity procurement to U.S. except as otherwise determinéd’ by the Rre31dent
and subject to statutory reporting requirements.

Will be complied with.

FAA Section 604(b). Compliance with bulk commodity procuremenb-rcst viection
to prices no higher than the market price prevailing in the U.S. at time of
purcnase.

Will be complied with.,

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

Will be complied with.

FAA Section 611(n)(1). Information and conclusion orn availability of
engineering, financial, and other plans necessary to carry out the assistance
and of a reasonably firm estimate of the cost of the assis‘ance to ths United
States,

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

FAA. Section 611(2)(2). Necessary legislative action required within
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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FAA Section 611(b); App. Section 101, If water of water~-related land re-
source construction project or program, information and conclusion on
benefit-cost computation,

Not Applicable,

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

Will be complied with,

FAA Section 612(b) and 636(h). Appropriate steps that have been taken to .
assure that, to the ma:dmum extent possible, the country is contributing
local currencies to meet the cost of contractual and othar services an’
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 sce Section I.G,

FAA Secetion 619. Compliance with requirement that assistance to new.y
independent countrics be furnashed through multilateral organizations or
+1"N8 to maximum extent appropriato.

Not Applicable,

FAA Section 620(2): App. Section 107(a). Compliance with prohibitions
dgainst assistance to Cuba and any country (a) which furnishes essistance

to Cuba or failed to take appropriatc steps by February 14, 1934, to prevent
ships or aircraft under its registry from carrying equipment, materials, or
supplies from or to Zuba; or (b) which sulls, furnishcs, or nermits any
ships under its registry from carrying items of primary strategic signifi.
cance, or items of economic wssistance to Cuba,

Paraguay provides no assistance to Cuba.

FAA Section 620(b), If assistance %o the government of a country, existence
of determination it is not controlled by tho international Commnist move-
ment,

Paraguay is not controlled by the internationsl Communist movement.

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

UNCIASSIFIED
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iinder an unconditional guaranty given by.guch government.,

Not Applicable.

PAA Section 620(d). If assistance for any productive enterprise which will
compete in the U,S, with U.S. enterprise, existence of agreement by the

recipient country to prevent export to the U.S, of more than 20p of the
enterprise's anmual production during the life of* the loan,

Not Applicable.

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

Paraguay has taken no such action,

FAA Section 620(f): App. Section 109, Compliance with b%bhibitions againét
4dssistance to any Communist country,

Paraguay is not a Communist country.

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

~Will be complied with,

Fih Section 620(h). Compliance with regulations and procedures adopted to
insure¢ against uce of assistance in a manncr which, contrary to the best
intercsts of the U.S., promotes or agsists the foreign aid projects or
activities of the Communist-bloc ccuntries.

This project will not promote or assist the foreign assistance aid projects
or activitics of the Cow wunist-bloc countricgs,

PAA Section 620(i). [Existence of deturmination that the country is engaging
in or preparing for aggressive military erforts,

Paraguay is not engaging in such activity.

FAA Section 620(k). If construction of productive enterprise where aggre-

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

UNCLASSIFIED
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identification of statutory authority,
Not Applicable,

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

_investment guaranty program.

Paraguay has an investment guaranty program,

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

Parafuay neither traffics nor permits trafficking with North Victnam,

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

Not Applicable,

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

The project will be completely carried out by private contracto:s.

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

Not Applicable.

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

Will be complied with,

App. Section 104. Compliance with bar against funds to pay pensions, etc.,
for military personnel.
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Will be complied with.

App. Section 106. If country attempts to create distinctions because of
their race or religion among Americans in granting personal or commercial
access or other rights otherwise available to U,S. citizens generally,
application which will be made in negotidtions of contrary principles as
expressed by Congress,

Paraguay does not make any such distinctipns.

App. Section 111. Compliance with existing reouirements for security
clearance of personnel. ' '

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

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

Contractors and contract terms will be approved by AID,

App, Section 11k, Compliance with bar against use of funds to pay asses-
cments, etc,, of U.N. member, .

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

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

This requirement will bs complied with,

App. Section L01. Compliance with bar against use of funds for publicity
or propaganda purposes within U.S. not heretoforo authorized by Congress,

This requirement will be complied with.

TNCLASSIFIED
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ANNEX II
BRAZIL ROAD-TYPES OF FAILURES Exhibit 0- 1 of 1

(Extent of Fallures Varies from 5 to 200 Meters Each.)
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. FXHIBIT 2 p. L of 5

DETAILED DESCRIPTION OF PROJECT

Existing Highwey - This highway, with a length of 327 kilo-
meters (205 miles), follows an elmo<t due east course from Asuncion
to the Brazil border at Pto. Pte. Stroessner, where it connects with
the Brazilian highway system¥ bty means o a new international bridge.
Portions of the rocd were constructed i: 1951-42 by the U.S. Construction
firm of R.W. Heberd (Section A and bese course for Scction B); e
sortion (Section C) was constructed under DLF loan MNo. 1h througb a
renagement contract between the GOP end the U.S. construction firm of

Morrison-Knudsen: end the preater part of the remainder was constructed

under DLF loan ilo. 216, with Brown & Root &5 Consultingz Engincer and
M-X &3 Contractor.

en éivided into
own on the next
lcans 14 and

For purposes of identificeticn, the rcud huas be
four sections, A, B, C, and D, o dizgram of which is ¢h
page together with a recrue of what was done urnder DLT
216 and the present condition of thece scetions.

A detailed descri- t.ond eech scction, starting with Scction
A at Asuncion, together with & statexent of the proposed new work
follows:

# The road frcam Pto. Pte. Stroessner to the Brazilian secport
of Parmnagua, where Paraisuay has been granted free port
privileges, is to be paved under financing frem a 25 million
IDB lean.

UNCLASSIFIED
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Asuneion
"SECTION A - Constructed in 19h2-LL4
Telford Lase aud bituminous surface,
Asphait surface treatment under Loan No, 216
Surface has been constructed about two years and is 3
raveling, with some base fallures. ]
3 Rugebio
SECTION B - Old Telford base constructed in 1942 and Ayala
" covered with laterite., Laterite removed and bituminous
surface course constructed under DLF lben No. 216. ' I
Numerous base and surface feilures. Needs complete \o
reconstruction,. . g
o]
R Coronel
SECTION C - Constructed under loan No. 1k, Oviedo |ao
Sealcoated under loan No. 216. Surface and base . Q
failures. Needs major reinforcement. ' o P
=
. E’ o
: % Caaguazu
' o0n
SECTION D - Grading and drainage by MOPC. , 3
Base and surfacing under loan No. 216 funding. = o
No failures, but needs heavier surface treatment to hd S
withstand increased traffic volume. 4] o
g "
p g
N
[
r-' W
3
erto
5B | mer
[
o =

Pte. Stroessner

V U0T1303g

g uo1393§
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SECTION A - Asuncion to Fusebio Ayala (73 km) - This section, as
Efiginally constructed, consisted of a Telford (large size stone) base
35 to 50 cms. thick, with a Lituminous 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 reveling
in numerous places and has had some base failures which have been
repaired by M-K. Also the edges of the pavement are raveling in
aumerous places.,

Proposed new work consists of the following:

Dress and refinish shoulders to uniforn section;
Install new culverts and tile drainage-

. Repair holes and edge failures of surfecing:
Repair minor base failures:

Place plent mix leveling course (kxm 20-73);

. Place doubls asphelt coat.

N\ W o

SECTION B - Fusebio Ayela to Crel. Griecdo 59 m) - Thiaz section wes
also constructed by R.W. Hebard in 19L2 /ith construction consisting
only of a Telford base and laterite surraecing. This beage wes considered
to be 30 cm (12 in) thick, therefore, cexstruction under DLF loen io.
216 consisted of only bladirng off tne laterite surface and adding a
bituminous macadam surface. Since construction of the bitumincus
surface (1962) aumerous rallures have occurred in both the bituninous
surface and the base. These failures are 50 extensive that cecoplete
reconstruction of this section is requirasd.

A considerable number of stot raepairs heve elreedy been mede
in this section by removing complevely the old base and surfoce down
to a depth of 30 cm and replacing it with the old stonre and edditional
stone if required. In numercus instences the thickness of*.the old
base was found to be only 4 to 6 inches when it should have been 12
inches.

UNCLASSIFIED
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.Fbllowigg is proposed new work:

1) Clean and reprade side ditches:
2) Consiruct two new relief bridges:
3g Install four concrete pipe culverts:
L) Remove existing bituminous macadam and base course-
; Correct end raice existing embankment:
Recempact subgiade:
) Crush old Telford bese and replace!
) Place new dense graded basalt base ccurse:;
) Place prine coat;
) Tlace multip.c 1ift asphelt pavement.

OO O~3 O\

L

SECTION C - Cnel. Oviedo to Caapuezu (50 km) - Tnis section was
coastructed under DLF lemn o, 14 Tine 107 and under the supervision
ol Morrison-Kaudsen through a mansger-~ ot centract with the GOP. A
bituminous seal coat oniy was provid. under lean lio. 216 Tinancing.

Tnis section has had numercus surface and base courge failures.
Buring the originel construction under M-X mantgerient, due to lack of
screening equipment to oroperly grede the material for bace ccurse,
the coarse material wng placed first with the finez on top erd an
attempt made to fill the volds in the ccarse zeterial through rolling,
Apparently this left a leyer of rine znteriel on top which is now
peeling off with the biturinous surfece in pleces,

Proposed new w-ik consists o1

1) Clean and rograde gide ditches

2) Construct cne pew relief Lridie-

3) Instell & conerate pipe culverts:

L) Remove existing %ase ond surrecing for 3 kme

5) Correce ang rerempacn cubgrale for 3 km;

6) Replace b.se course for 3

7) Place 15 em allitionnl dense graded basalt base courge -
25 - :

8) Place 7.8 cm sdditional dense graded basalt base course -
25 kn-

9) Place prime coat - 50 len

10) Place mulsiple 141t exphalt sevement - S0 km.

[TRLASSTITTTD
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SECTION D - Caaguazu to Brazil Border (145 km) - Earth work and
drainage structures for thig section were constructed by the MOPC

with Brazilian aid. Under loan No. 316 finaneing end the M-KX contract,
work consisted of preparation ol the fubgrede, placing of 25-35 em

of dense graded basalt base course, and ¢ double asphalt surface
treatment,

This section has had no apprecledble feilures. Hewever the
increase in heavy logzing trucks and anticirated drereese in traffic
from Brazil, when their roads to the internansiconel oridce are paved,
indicates that the present lignt esphalt surroos will pat te edequate.,
Therefore, it is propoged to add a muliiple 117t asphalt surrace to
adequately handle thig ircreased trerric.
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EXHIBIT 3 p. 1 of 1

Design Sp:ed « « « & Ce e e e
Width of Pavement .« . . & IO
Width Of BaBe + k4 v 444w a4 4
Width of Shoulder . . e
Total Width of Road "+ ¢ 4 ¢ o ¢ o o
Pafement Crown . N . . « o e e
Superelevation e & 5 o s e 8 8 & o e
Clear Roadway Width on Structures . .
Design Load, Bridges + « « o« o o o « &

Design Axle Load, for Pavement Design.

80'km. per hour
6.0 meters

6.8 meters

1.5 m min

9.0 m min.,

2.5%

10% max.

6.05 meters

‘H20-S16

12 metric tons



ASUNCION — PTO, PTE. STROESSNER HIGHWAY

CosT ESTIMATE

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

: | Total U.S, $
Description u.s. § GOP g Equivalent
Construction Items 3,527,839,00 plus 177, 912,14, 4,939,8,0,00
Engineering Services A .
and Contingencies 352,78, .00 plus 17,791,216 4 %93,98,,00
Five Motor Truck Scales 25,000.00 plus 630,000 30,000.C0
US93,905,623.00  plus (196,333,380 Us$5,463,82L.00

(U.s.8 1,558,201,00)

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

ESTIM.TED COST OF CONSTRUCTION ITEMS

ASUNCION — PTE. STROESSNER HIGHWAY

Section "™A" Lsuncidn - Capiatd Km. O - Km. 20

Item Estimated Unit of Unit Price Amount
Nos. Quantity Measure Description U.S. ¢ _Gop_¢g U.S. % (Plus) __ GOF g
' ' J
1 22,000 Lin. M Finish Shoulders 0.35 18.90 7,700.00 , L15,80C
2 1,000 Ton Repair ..sphalt Surface 16.00 75€.C0 16,000,00 756,C00
3 22 Lin, M Install 0.80 m Pipe Culvert 17.50 945,00 385.00 » 20,790
L 131,000 M2 . Place Double Seal Coat 0.35 18.90 L5,850,00 2,475,900
TOtal: . 369,9350w (“') ¢3,668,1+90
. Section "A" Capiat4 - Eusebio Lyala Km. 20 — Km. 73

1 86,000  Lin. M  Finish Shoulders 0.35 18.90 30,100.00 1,625,400
2 100 M2 Repair /Asphalt Surface 10.50 567.00 1,050,00 56,700
3 11 Iin. M Install 0.80 m Pipe Culvert 17,50 945.00 192.00 . 10,395
I3 318,000 M2 Place Double Seal Coat 0.35 18.90 111,300.00 . 6,010,200
5 200 Lin. M Install Tile Drains 42,00 2,268.00 8,400.00 453,60
[ 20,160 Ten Place Plant liix Leveling o
Course 16.00 756,00 322, 560,00 15,240,960
Total $473,602.00 (4) £23,397,255
Total Cost Section AW $543,537.00 $27,065, 745
o § %
IR~

'—l.
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Item.
Nos,

ORI WN

Estimated Unit of
Quantity Measure
72,000 M3
2 Tach
L. Lin, M
36,000 M3
354,C00 12
86,360 13
37,760 M3
75,520 Gal.
35L,000 M2

Section "B" Eusebio iyala s~ Cnel. Oviedo Km. 73 - Km. 132

Unit Price
Description U.S. & GOP &
Ditch Excavation 0.70 37.80
Construct Bridges 29,500.00  1,587,600.00
Install 1.0 }, Gonc. Pipe 24.50 1,323.00
_Construct Embankments 0.875 47,25
Remove and Replace Macadam 0.21 11.34
Rcmove, Crush and Replace Base  5.60 302.40
Place Basalt Base Course 8.40 4,53.60
Bituminous Prime Coat - 0:35 18,90
Place isphalt Cone. Pavement 1.00 L7.25

Lmount.

U.S. 3 (Plus) GOP_ G
50,400.00 ' 2,721,
58,800.00 3,175,220

1,078.00 58,21z
31,500,00 1,701,008
74,340,00 4,014,384

483,616.00 26,115,zc!
317,184.00 17,127,93¢
T 26,432.00 h 1,427,32¢
354,000.00 16,726,50C

Total Cost Section YB®

$1,397,350.00  (4)  @73,067.,4C(

IT NNV
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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

Ttem Estimated Unit of Unit Price Lmount )
Nos. Guantity Measure Description U.S. § GOr U.S. § (Plus) GOP &
: )
1 36,000 X3 Ditch Excavation 0.875 47.25 31, 500,00 1,701, 00K
2 1l Each Construct 42 M Bridge 4,,100.00 2,381,400.00 44,,100.00 2,381,L(
3 L4 Lin. ¥ Install 1.0 M Conc. Pipe 2:.50 1,323.00 1,078.00 58,21:
I3 3,150 13 Remove and Replace Base 2.10 113,40 6,615.00 357,21
5 21,0C0 12 Recompact Subgrade 0.18 8.82 3,780.00 185,77
6 36,563 13 Place Additional Base Course 8.40 453,60 307,129.00 16,58, ,9¢
7 65,CC0 Gal. Bituminous Prime Coat 0.35 18,90 22,750.00 1,228,5C
g ..-300,CC0 M2 . Place Asphalt Conc. Pavement - 1,00- L7.25 300,000.00 14,175,00
Total Cost Section G $716,952.00 #36,671,51¢

Section "D" Caaguazd - Puerto Pte. Stroessner Km.182 - Km.327
| o
1 870, 000 12 Placc Asphalt Conc, Pavement 1.00 L7.25 870, 000,00 11,107,5C
Tot:Y. Cost Section "D $ 870,000,00 ¢ 41,107,5C
Total Sections "AW, "B", UCh and upw $3,527,839.00 #177,912,16
Total Cost Expressed in U.S. Doluiars $  4,939,8,0.00 ' s B ES
) caEa
Total Cost Expressed in GOP Guaranies £ 622,4,19,878.00 =5 HE
Q & 4 O
A
= g
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BROWN & ROOT, INC.
Engineering Department

Client : FARAGUAY - M.O.P.C.
Subject:  BETIERMENT RUTA 2 & 7 ASUNCION - FUERTO STROESSNER

. NATIONWIDE TRAFFIC PROJECTION

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

In Baraguay, there is one vehicle for each 17,500 dollars of
production, In the United States, there are twd vehicles for the
same emount of production. In countries undergoing development, the
percentege increase of vehicles per capita will usually be much
greater than the percentege 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% per cepita, it 18 anticipated that
the average increase of traffic (vehicle kilometers per year) on the
highways will be 5%, pluc snother 2% for population growth, making
a total of 7%. This projected rate of growth of traffic agrees well
with tlie rate of increase of fuel consumption and vehicle registration
over the past 10 years.

At this rate of growth, traffic cn the highways will again
be doubled within ten years. With such a small number of wvehicles
in the country at the present time this average increase is expected
to continue for at least 20 years,

UNCLASSIIFTED




BROWN & ROOT, INC.

Engineering Department

VEHICLES REGISTERED IN PARAGUAY

UNCIASSIFITD
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Y

YEAR PASSENGER TRUCKS BUSES TOTAL
CARS
1950 - - - L, 700
1955 3,763 2,429 299 6,511
1960 5,100 L,972 78L - 10,856
1964 10,700 2,800 1,000 14, 500
NATTIONWIDE
PROJECTED TRAFFIC INCREASE
] /‘
' 30,000 _ -
P
e
”
”
7
re
~
20,000 -
z
e
10,000 4/,,/’
AT 1970 1980

1960



MOTOR VEHICLE IMPORTATION
1965
MONTHLY DISTRIBUTION

CLASSIFICATION | JANUARY | FEBRUARY | MARCH { APRIL | MAY JUNE | JULY TOTAL
Automobiles 6l Lo 38 50 hg 59 79 366-—
Small Trucks_ 84 66 66 69 98 63 - 1100 sk6
Large Trucks 9 33 19 25 Ly 26 ) 11 167 B
Jeeps 3 2 3 1 5 6 6 25 50
TOTAL 160 1hky 126 149 193 5k | 206 1.129

Information source:

Honthly Average
Annual Estimate
Approximately

"Automotores”, monthly publication - Public Registration: 15,832

1.1e29 /. 7= 161 v/m
161 x 12 = 1.932
2.000 vehicles/year

9 30 € *d €L 3TaTuxXy

TI XENNY
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ROAD NETWORK BY TYPE OF CONSTRUCTION

1938 -~ 159.8 60.4 220.2
1945 Thos 351;:.8 245.0 674.2
1950 9 N7l 278.2 830.5
1955 8k.9 | '513:.7 547.0 1,145.6
1956 87.2 523.3 5741 1,184.6
1957 100.7 573.8 719.5 1,394.0
1958 120.5 585.4 935.5 1,641.4
1959 130.5 589.8 1,003.0" 1,723.3
1960 184.5 653.1 1,307.5 2,145.1
1961 213.3 705.7 1,536.9 2,455.9
1962 ’213.3 7801 8 1,837.9 2,832.0
1563 311.9 811.9 1,997.9 3,121.5
196U 421.0 898".2 2,865.8 4,185.0 °

Sowrce; Secretar{a Técnica de Planificacidn
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10

Asuncion-Encernacion
Asuncion-Cne'. Oviedo

Asuncion-S. Estanislao

Paso de Patria-San
Ignacio

Concepcion-Pedro Juan
Caballero

Encarnacion-Capitan

Mcz=

Cnel. Oviedo-Pto. Pte.
Stroessner

Villarrica-Caazapa
Trans-Chaco
Rosario-San Estanislao

San Pedro~Nuefa
Germania

Days Major Routes Closed from Rein - 1964

Jan. Feb.. Mar. Apr. May  Jun. Jul. Aug. Sep. Oct. Nov . Decf Total
2 - 1 7 1 1 2 6 6 1 3 1 31
Asphalt
Under Construct i on
3 - 2 7 2 1 2 I 7 1 3 2 3l
1 L 2 3 5 2 1 "3 4 2 4 2 33
1 - 1 6 1 1 2 3 6 1 2 _.1..895
2 2 3- 6 1 L 3 6 L 2 L 1 38
- 1. 1 7 1 1 3 5 1 5 2 32
2 L 4 9 L 1 2 8 7 2 6 3 55
1 L 2 7 2 3 2 6 1 .5 2 5
104 2 7 2 3 2 5 3 13 3 36 .
' = ¢
2k
Source: E

Direccion General de Vialidad

930 6*d *) 41qruxy
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ONE WAY MONTHLY VEHICLE FLOW AND TOLLS PAID#*
- BRAZIL ROAD, 1965
}

YPACARAT CNED. OVIEDO PASTOREQ
No. Toll . No. Toll No. Toll
Receipts Paild Receipts Paid Receipts Paid
| (Gs.) (Gs.) (Gs.)
- Jan. 15,540 777,000 3,C00 150,000 1,100 55,000
Feb, 18,430 924,500 4,€00 230,000 1,600 80,000

Max. 18,700 935,000 h,foo 235,000 2,300 115,000
Apr. 16,090 8ok4,500 4,800 240,000 2,100 105,000
May 15,900 795,000 4,200 217,000 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 2,300 115,000
Aug. 15,640 782,000 5,600 £80,000 2,200 110,000
Sep. 15,740 787,000 5,100 255,000 2,100 105,000
Oct.  1hk,940 747,000 4,900 25,000 1,900 95,000
Nov. 18,840 942,000 5,400 270,000 2,300 115,090

. Dec. 22,800a/1,.40,000 4,100 205,000 2,500 125,000

TOT. 202,000 10110,000 57,000 2,860,000 2h,ho0 1,220,000

a/ ‘Includes a religious pilgrimage to Caacupe, between
Ipacaral and Cnel. Oviedo

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

Source: Ministry of Public Works and Communications, Jamuary 17, 1966

UNCLASSIFIED
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REPORT OF CONCLUSIONS

and

RECOMMENDATIONS

on the

ROAD MATNTENANCE FROGRAM

and

UPKEEP OF EQUIPMENT

Prepared for

THE MINISTRY OF PUBLIC WORKS

ANNEXES

I =~ Reorganization of the General Administration of Public Roads

II - Up-~To-Date Revisions of some Recommendations contained in Report
No. 8 ;

III - Modifications to the Budget and Juccification of the Budget

IV - Implementation Program of the proposed reorganization

UNCIASSIFIED
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GEOTECNICA S.A.

GA-89/65
Asuncion, December 9, 1965

Ministry ‘of Public Works and Communications
General Administration of Public Foads

v

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
Recommendations on the Road Maintenance Progrem and Upkeep of Equipment,
including 4 Annexes which foym part of same.

Sincerely yours,

OTHELO MACHADO
Director Superintendent

Annexes:

I - Reorganization of the General Administratian of Public Roads

IT - Up-Tg-Date Revisions of some Recormendations cantained in Report
' No.

IIT - Modifications to the Budget and Justifications of the Budget

IV - Implementation Program of the proposed reorganization

UNCLASSIFIED
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REPORT ON CONCLUSIONS AND RECOMMENDATTONS

I - INTRODUCTION

Considering the unquestionable importance of highwey maintenance ag
A necessary protection to capital invested by the Country, the Ministry orf
Public Works included a Program of Highway Meintenance in itg 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 eventnal
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 to
initiate this work with a general report on the national network of roads
and its need of maintenance., The objective in view was the establishinent
of a well-balanced 5 year Maintenance Plan which would include changes of
practices, operation, equipnent and budgetary and technical methods, giving

preference to specific problems of greatest urgency.,

In order to perform this work it wes first necessary to take an
inventory under the directions of the Advisors; the task was carried out by
& group of technicians with participation of Ministry Engineers whose col-’
laboration was of inestimable value. Without their assistance it woula
have been impossible to cover more than 2,000 kilcmeters of roads - fre-
quently almost impassable -~ to take an itemized inventory on ebout 1,500
kilometers of principal highways. Furthermore, reliable information on
secondary roads, forming the naticnal network, was obtained from both
Engineers and technical personnel of the Ministry.

The Advisors also toolr an Enventory 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 consider-
ed and & list of priorities was prepared. The Technicians also surveyed
and evaluated the needs of installetions, workshops and office facilities
in the existing premises.
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Based upon the:fore-mentioned studies and inventories' the advisors

prepared and submitted to the Ministry various reports which covered
specific parts of the problem. Nine of the partial reports (including this
report on Conclusions and Recommendations) Were as follows:

1.

2.

. 5.

Cost evaluation of used Soil Laboratory Equipment to be purchased by
the Ministry of Public Works

List' of Spare Parts:
2-1 Total initial list submitted for preliminary bids
2-2 Revised list suhmiled in draft as annex to Report No. 4 "Highway

Maintenance Equipment under the responsibility of the Genecal
- Administration of Public Roads"

-2=3 Request for Sparé Parts

2-& Camplementary Request for Spare Paxts

4List 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 ccmpetitive bids

Report on "Highway Maintenance Equipment under the responsibility of thz
General Administration of Public Roads" with annexes mentioned in items

+ 2-2-and 3-1 and a definition of work of‘Construction, Improvement ar
-Maintenance together with an explanation of the difference betwecn
these activities ' : ‘

Instructions to bidders of the "Internaticnal. Cell fer Tenders for
provision of Highway Maintenance Vehicles and Equipment"

Inventory of Road-buildiug Equipment in the proposed maintenance areas
1,2 and 3, in three voluzes B

Swmary Report of Studies on Maintenance
Program on Highway Maintenance and Upkeep of Equipment

Report on Conclusions and Reccmmendations 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 proporticns 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
problem'but also of the usefulness of recommendations made by the edvisors,
a sumary of the work was prepared. This swmary has been included in thiy
Report; reference has moreover been made to the principel matters studied
and to the Reports in which they appeared.

- In this Report the advisors set forth justifications and revisions
of scme Conclusions and Recommendations based up.n camplenentary studies
made after submittal of the afore-mentioned Partial Reports.

The Consultants believe that the Procgram of Highway Maintenance and

)
Upkeep of Road-buildirg Equipment in the Republic of Paraguey will be
clearly defined by submittal of this Report and Annexes.

SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

1. Overland transportation is an essential factor in the econamic develop-
ment of Paraguay. The 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 Countzry,
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, same 600 kilometere
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.
1

' UNCLASSIFIED
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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
‘Wweather. In order to prevent damage to the surface, the Highway
Police close unpaved roads not only during wet weather but also for .
,8ome timne 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 recomuend integration of
"all existing roads, as well as those under construction or projected,
within a judiciously elaborated Rosd Plan; it is also recormended 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 Resolutior 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 ney be
deemed necessary. The localities and the presence of economic factors
during the first stages should be taken into account correlatively with
the topogrephical conditions and development probabilities which might
allow 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
#ith the General Director of Highways.

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

5. The Progrem 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

UNCLASSIFIED
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7.

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
maintenence workshops. In this total is included U$S 1,100,000
corresponding to Credit 12-PA del BIRF for investment in capitel
during 1965 and an additional U$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$SB69,000 including general
administration; this amount is distributed in the proportion of 80%
for routine maintenance and 20% for gradual improvements.

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

Consequently & system of accountancy was evolved for the sector under
review; it is foreseen that this system will furnish adequate informa-
tion on operational costs andiwill suffice for the control of expendi-
ture under the various headings of the budget. The valuation of ihe
budgetary plan of the Advisors should be revised each successive year
in the light of information collected since its initiation. Faced with
the present condition of the greater part of the network of roaus, the
Advigors consider that special and extraordinary maintenace (differing.
maintenance), with its specific budget, will only be put intc praciice
after minimum conditions of traffic serviceability have been attained.

i
The Advisors recommend the immediate purchase of o number of machines,
vehicles spare parts and equipment. They also recommend the rebabilita~
tion’of a pert of the Ministry equipment; the other part is considered
irreparable,

For the purchase of new equipment the Advisors recommend an ample
International Call for Tenders in accordance with & model already
furnished and approved. Scme Tlexibility in the technical specifica~
tions would be allowed since this could result in appreciable economy.

(3) See Schedule 1 and 2 Annex 3 of this Report. Medifications to the

Budget and Justification of the Budget

UNCLASSIFIED
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10.

12.

Nevertheless such benefit should be critically compared fAth difficulties
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. : ' '

The Advisors recommend the reorganizaticn of the organic structure of
che General Administration of Public Roads relative to personnel and to
the definition of their functions. They also recommend a progran of
staff training with its indispensable measures of stimilus and awards.

In order to carry out major repairs to equipment, the Advisors recom~

rend enlergement of the existing Central Workshop of the Ministry of
Public Works and Communications which is conveniently located at the
junction of Highweys I and iT in San Lorenzo; it is also recommended
that a District Worksnop be built at Coronel Oviedo; that the District
ilerkshop &t San Ignacio be enlarged and that improvements be made to
the workshop facilities at Encarnacion. The Advisors submitied plans
of metal-built workshops togetner with lists machinery and tools and
indications for the storage and issue of spare parts at each one.
District Workshops will be installed at Concepcion and Mariscal
Estigarribia as a second stage of the Plan. '

The Advisor; recommend that the Country be divided into 5 Road Mainte=-
nance Districts. Districts Nos. 1, 2 and 3 with headquarters in San
Lorcnzo, Coronel Oviedo and Sen Ignacio should be installed at once.
Fach District will be respousible for the maintenance of approximately
700 kilcmrters of roads. Within these Districts maintenance centers
should be irctalled when considered necessary. The installation of
{le 4th District in Concepcion and the 5th in Mariscal Estigarribia
will be deferred to a second stage of the Road Plan. Meantime existing
roads in he Lth and 5th Districts could continue to be maintained by
th2 TT.fA, and other organizations. ‘

In order to avoid a duplication of authoritative structures whose
onchions ‘almost overlap, the Advisors propose the gradual di ovpearance
of the Rerd Boards; nevertheless they reccgrmisue that there er:i.v gocd

reasons for the continuance of the Road Boards in services not associated

with M~in*enance as long as the greater numoer of rural lanes do not

come up to the standards required for the principel network of roads.

UNCIASSIFIED
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The Road Boards serve with manual labor to maintain roads almost
exclusively used by ox-drawn carts; since the Boards could not be
replaced at short notice without impairing the new maintenance orga-~
nization, they would be gradually relieved of their responsibilities
over a longerperiod of time. The Advisors do not consider it
practicable to include a clause of extinction of the Rcad Boards in
this Plan.

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

1k, The Advisors recommend a plen which limits and centrols the weight and
dimensions of vehicles traveling over peved roads, as also the purchase
of at least 3 machines to weigh trucks. One of these weighing machines
should be installed et the junctien of Highways T and II in San ,
Lorenzo, cne on Highwey I near Encarnacion and one on Highwey II neer
Presidente Strcessner.

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

16, The Advisors recommend that implementation of the reorganizaticn sug-

gested be considered urgent, and submit a specific plan to this end.

III - SUMMARY OF THE PRINCIPAL MATTERS COVERED BY THE VARTOUS REPURTS

l. General Information on Parsguay
Ref.: Report No. 8. Pages 2 - 3

2. Study of the Hetwork of Roads in Paraguey. Inventory of Existing
Roads, Summary of Read Inventory.
Ref.: Report No. 8 Pages 8 ~ 18
Report No. L Tiuges 1 - 9
Report Nu., ¢ 3 Volumes

3. Study of the Organizations entrusted with the Construction and
Maintenance of Roads
Ref.: Report No. 8. ©Pages 20 ~ 29

UNCLASSIFIED
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),

De

11.

Definition of work of Construction, Improvement and Maint. nance of
Highways together with an Explanation of the Difference batween these
activities. ‘ _

Ref.: Annex of Report No. 4. Pages 1 -6

Proposed Kevrpganization of the General Administration of Public Roads,

Ref.: Report No. 8 Ppages 32 - 50
Report No. 9 Annex 1

Pre-Requisites for DGV Personnei, Definiticn of Responsibilities and
Scale of Salaries for the Proposed Organization,
Ref.: Report No. 8 Pages 52 - 59

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

Inventory of Road-Making Equipment. Recommendetions on Equipment ang
Existing Installations. Proposals for the Reorganization of Maintenance
Centers. :
Ref.: Report No. 8 Pages 63 - 79

' Report No. 4 Pages 10 - 20

Recommendaticns on Purchasing, Call for Tenders, Recording and Ware-
housing of Road-Building Equipment, Workshop Machinery and Tools, Spare
parts and Materials.

Ref.: Report No. 8 Pages 81 - 89

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

Proposals for Capital and Operational Budgets
lef.: Report No. 7 Pages 7 - 8
Report No. 9 Annex III

Technical Instructions on Paved and Dirt Highway Mcintenance.,
Ref.: Report No. 8 Pages 109 - 147
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i3. Limitation and Control of Weights and Dimensions of Vehicles on the
. Highways.
Ref.: Report No. 8 Pages 149 - 151

i4. Recommendations on Technical Standards for Improvement and Mainteénance

‘of Roads.
Ref.: Report No. 9 ILtem II - 3

15, Implcmentation Program for the Proposed Reorganization.
Ref.: Report No. 9 Annex IV

TIMPIEMENTATION PIAN OF THE MAINTENANCE FROGRAM

Phase Probable time from the date of Approval
‘ _of the Plan by the Ministry.
‘Administrative Reorganization ' R ’

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

Creation of the new Divisions and Sections with existing personnel.l Month
Contracting of new Officials to complete the new establishrent.... 2 Months

Road-Construction and Maintenance Districts

Tnstalletion of Districts in provisional Hesdquarters to be
acquired through grant of concessions or by rental by the

Ministry «..o.ns S R PR B ceseeeesss2 Months
Redistribution of existing machinery between the
Road-Construction and Maintenance Districts ...veeivivcoranccannen 3 Months

Arrival of new machinery purchased through Call for Tenders ...... 6 Months

Construction of New District Hcadduarters ..... tiresesesssssensess 0=9 Mos,
OFFICES .

Modifications to the Central Office .......  eveseessscessssesssess 6 Months
Installation of District Offices ......... veesessssesssecessrsseae 6-9 Mos.
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TRANSIATION
List of Peréonnel to be'qutracted

Occupation Required Presently Existent To be dontrécted
.Engineers 1k 9 | ‘ 5
Officials 100 99 1
Topographers 9 6 3
Gualified Employees 267 2ls 22
Assistants and Laborers 277 3 134

. EXCERPTS FROM DRAFT CONTRACT WHEREBY GOE TG RETAIN CONSULTANTS

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

The Consultants shall send to Pareguay first class experts who will
serve 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 progran of mainte-
nance of national routes. The Consultants shall accordingly advise the
introduction. of. modern methods in the organization and functioning of the
Department of Conservation of rsaid Direction.

For the purpoces mentioned in Ciause 2.02, the Consultants shall
consider the studies previously made, duly evaluating them and meking the
recommendations of the need fou amplifying or improving upon them, with
.special emphasis on:

a) Inventory of existing roads, shops and equipment.
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TRANSLATION

b) -
c)
d)

The

Cost Accounting System.
Control of vehicle weights and dimensions.

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

Organizaticn of the Maintenance Department, including perscnnel.

Detailed Annual Budget'(foreign exchange cost and local cost)
for the period 1967 - 1970. :

Consultents shall also perform the following:

Prepare bidding documents as may be fequired for the purchase of
maintenance equipment, assist the Ministry in the analysis of
bids and make rccommendation for award. :

Review all pregrams that may be proposed by internaticnal 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.

Prepare and submit quarterly progress reports covering the
Consultants work and the status of the Maintenance Pregram.
Tnese reports are to be prepared in English and Spenish with
two copies submitted directly to the Bank and four copies to
the Ministry.

above listing is specific lut not limiting; the Censultants

shall take action by their owm initiative within the limits of their
responsibilities to favorably satisfy the best interests of the Government
with relation to the Project referred o in this Contract. The Consultants
shall prepare and submit to the Minist v, within six menths after the ef-
fective date of this Cenitract, a,compr -hensive renort summarizing their
recommendations to achieve the objecti e described in Clause 2.02. The
report shall also include, among other things, e proposed priority schedule
for implementing the Consultants recomme :dations and a detailed 1ist of
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 TRANSLATION

the specific annual requirements in equipment, spare parti, supplies and
materials for the period 1967-1970. fThe report shall be prepared in

" voth English and Spanish with three copies submitted directly to the Bank
and twenty copies to the Ministry.

The Consultants shell provide:
1 (One) Engineer in the field. of Muintenonce of Roads.,
1 (Oneg Mechenical Engineer specialized in road equipment,
1 (One Expert specialized in Shops and Warehouses,
1 (One) Expert in Accounting,

A totel of 36 man-months of Services will be provided under this
Contract in accordance with the Bar Chart attached hereto as Annex No. 1.

The employment of any other additional specialist shall be agreed
upan by both the Ministry and the Consultants,
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1. CAPITAL BUDGET

TABLE [ - SCHEDULE OF BUDGETS

No. HEADINGS

CAPITAL BUDGET FOR THE FIVE YEARS 1965 - 1969 Us$s

NECESSARY CONTRIBUTIONS

1965 1966 1867 1968 1969 CREDIT 12 FA OT.{ER CREDIT
‘1 Equipmi.i and Vehicles 633.621 1.197.789 921,350 631; 672 213.192 6§33.621 2,964, 013‘
2 Spares, Machines & Tools 251,000 167, 691 134.152 126.235 70,353 251,000 498. 431
3 Installations T 215,379 120,000 50.000 60.000 30,000 215.379 300,000
| TOTALS 1.100, 0600 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 US$S OBSERVATIONS
- 1965 10RE 1967 1968 1969
~
1. General Administration 150. 800 150, 8C0 150. 800 150, 800 150. 800 Accepted
2 Maintenance of Highways 505. 800 505. 800 505.800 505. 800 505, 800 80% Maintenance
3 DTDT and Region.al Werkshops 212, 400 212, 400 212,400 212,400 212.. 400 20% Improvements
TOTALS 869.000 869.000 868,000 869,000 869. 00C

IT JENY
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COST BENEFIT-RATIO ANALYSIS

Cost-Benefit Ratlos are computed by reducing the annusl cost of
construction and the annual benefits to traffic to theilr present worths
at the beginning of the construction veriod for each section using a
discount rate of 8%. (See teh 7l rage 25 for cost-benefit ratios. )

Contribution of Brazil Traeffic - There are three toll stations on the
road each collecting & toll of 50 guereines (39.T¢) per vehlcle. Tolls
are collected for traffic in only one direction; therefore, a vehicle in
making a round trip will pay only 3 tolls. 1In computing the toll
contribution for each vehicle, the tolls have been distributed to each
section in proportion to its length.,

In making & round trip each vehicle will contribute the. following
amount, in certs per ADT, for each section:

Section A - 3x50 .73 100
2 “Toa7 ¥ 126 < L9¢

Section B - 75 % 59 N ;9% - 154
227 £ 126 7

Section C - T5 50 160 .
| X 537 ¥ Tog = 13¢

Section D - 75 1k 100
ectio x 55% X 58 = 38¢

The gas tex i Paraguay is 7.30 guaranies ver liter. Tn computing
the gas tax per vehicle, gasoline conswmption for the average vehlcle has
been considered as one liter for each 5 xllometers of travel. This tax
hes also been distributed to each section in proportion to its length.
The following computations show the gas tax contribution for each vehicle
for each section of road:

Section A - 7.30 . T3 100 P
5% T X1 = 85¢
Section B - 1.46 100 '
ection x 59 x = 6°¢
‘ Scetion C - 1.l+6x 50 « _11%2_ - 584
D- 1.k _ 1k 100
Section 5 145 x 322 - 1684
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The annuael 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 = 4303
Section C - (0,58 +0.13) x 365 = $259
Section D - (1.68 + 0.38) x 36y = $752

Savings to Paraguaysn Traffic - An analysis of motor vehicle operetion
in Parasguay, which was made by Brown ard Root, shows a saving of 4.6 ceats
per kilometer as g weighted average saving to all vehicles in operating
over bpayement in gocd conditior as ageinst en unsurfaced road. TFrom this
value and the condition of surfaces of the various sections as they would
be 1f the repairs were not mede, the following values in cents per
kilometer have been derived: Section 4 1.05; Section B, 3.0¢; Section c,
2.0¢; Section D, 1.0¢.

Following are computations showing the annual 8avings per vehicle for
each secticn of road:

It
{7
n
O\
N

Section A - 0.01 x 73 x 365

Section B - 0.03 x 59 x 365 = 3645

I
<
[oe

O
i

Section C - 0.02 x 50 x 365

Section D - 0.01 x 145 x 365 = $53Q

Present Worth Comnutations - Tie tables on the following pages show
the values of annual savings and nenefits to trafric* and the e
of these savings discounted to the beginning of construction togetin

* This refers %o Paraguryan vehicls cwmors cnly, since we ar
interest~d in benefits %to the Peraguayasn acoromy. 4aia ignores the
possibliity that some savings to Braziiien venicle owners w!ll be passed
along to Paraguayan . shippers and consignees in the form of reduced
transportation charges on exports and imperts.
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the totals over a LJ-year veriod for each section of road. An examlnation
of these tables will show the savings to the Paraguavan traffic alone will
pay off the construction inwvestment for the various sections ag

- follows::

Section A - 2 years
Section B ~ 8 years
Section C - 12 years

Section D - 14 years

UNCLASSIFIED
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EXHIBIT 9, P. 4 of 7

, ADT

PRESENT

SECTION A

ANNUAL

TIRAFFIC SAVINGS

ADT

P'W'

$21h.7

TOTAL

TOTAL  $6200
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ﬁlx; .1.r:ﬁ-i- Ny e !.-.,,T..-:ﬁlf ....... e f ﬁll_ S——
H 1t | o] =t N | o+ ) ni o n\ eV m O | o M ol W 128 e M~ =
[a] = =y o ™M [q] [aY] (o] —i 1 (@] o o] [92 [SA Y BN @Y D o) © [ b~
o — —~ —~ r —i 1 —t 4 ~1 — ~! 1 i
= -3 i
B
o M~ {TaN fa¥] o o [Ta\ o™ o a c. -1 Y] o N | \O t— o — Q
N \O M~ @ ()} o)} o — 2 QJ o o 1 o (oY O — Ml
& P — —~ — —~ — l§¥| Ql o aV] Q Q Qi a Q QY] ™ ™ o™ Ra)
B N —_ - - e e e ——— - .- . ——
= 0] o 9] =% \Q [se} (@] Y[ \D [ex} [qV] n| - =+ b ]
= =+ "\ [Ta\ [TaN [TaN n | \O \O \O \Q b— — t— | @ | w (o) [exY
m ™ b~ ™ | w0 — [so] w0 t—~ ] o ey oS o O o — Q
(o) —~ @Q N~ TN =g ™M — @) N @© M~ 0 n | =t = 5] % —
= =+ 32} ™ <) [3a) ™ ™ ™M Y] Ql Q ] Q «l [V} 4y Q
»»»»» IR S Rk Sndtuact Sen ool EETES SENN U NN VSN S A —~— e~
(93]
=
W 0| b~ @ — AV = \0 b~ — = b~ @] Q) oW ¢S] o [TaN %
aQ O [aV] =y | N — (32 u (@) Y] " ™ QY] U™ a o¥] T
M =+ Nt gyt intb il ol ol Ol @ t— — | i~ | al| o Al | G\
n - W Qq n b~ o Q T2 o | O O o b~ — 72N [ Q
—~ N | \O = Qf —~ (o)) b~ [o2) QU b [ox) el ISy \Q [e) —~
[e0) [s9) o o —~ Y] ™ [N TN M~ o)) O Y] o n b~
— ~ —~ [eY] Ql eV h a (QV] q a lq\, [a¥] Q] o™ o 38 o 39) ™
DS A I o Rl CTs S CTONNS SUVENR RSN SRR INUUIE A R Sttt D SEINE SO N S
o \O M~ = "\ ~ @) = O o ™ N M~ o (@) [TaN Q (@) @] [qY] n\
o Q N [oxN o < o o0} = [&] 0 aJ (o)} \O =t — (&) b~ tmn o —
W N | © t~ M~ 0 \O [N n\ | ~+ o™ o ™ ™ [q] Q V] [aY] (Y]
. L] L . » - - - - - » L] L] L ]
m o o o (@] o o o (@] (@] (@] (@) (@] o (@) (@] (@) o (@] o o
ACA o — Qf o = tn \D b O (92N Q —~ [aV] o) = mn \ b~ Q
/%4. Sl B B B (S B A I e <o) Sl Dol o]l o] D] O] 8 | o
~

" (YEAR

~ . ——p— i NS e e & A o B = A 3N, b e s b S 4 et QU &



UNCLASSIFIED
ANNEX II
EXHIBIT 9, P. 5 of T

SECTION B
TRAFFIC SAVINGS ___GAS TAX & TOLLS
" ADT | ANNUAL | PRESENT | ADT | ANTUAL PRESENT
SAVINGS | VORTH | BENEFIT WORTH
(1000) | (1000) ! (1000) (1000
Los $319 $295 4 ko $12.1 $11.2
530 3h2 293 f 42 12.7 10. 9—ﬂ
56T 366 290 § Ll 13.3 0.k |
( 607 392 288 1 ke 13.9 0.2 |
| 6i8 | g 28h 3 w8 | s ] g
5 69k 448 282 50 15.1 : 9.5
; W3 | 4o 280 1 52 157 | 9.2
b1 | osi3 | ery R |
f 850 | 543 [ o7l I 56 | 17.0 f 3.5 '
Z 910 ; 587 E 272 b 53 f 17.6 ' 8.2?
5 oTh | 628 | o1 Poso | 13 I 73 g
flom J 673 bosr L3 1 1o L7 7’
; ; 1113 | 719 264 D66 .1 200 § Ty
e P1ee | 769 Lost 1 e | o g
L 5 aers | ose3 bass 12 L oans R
[‘ 83 | ’ 1365 | 280 Losy 1o 1 oo L 6.6 |
% 8l 2 160 | gle ! 25 78 23.6 R
;,. 8 | L1563 ¢ 1010 i 53 L 81 1 oh.s L s
» 86 1673 ! 1078 ' 250 8l “ 25.4 ; 5.9
L 1790 1153 | 248 ; 871 I 26.3 5.7 §
i 35418 3  TOTAL $16k.1 i




“NCLASSTFIED
ANNEX IT
EXHIBIT G, P.6 of 7

SECTION ¢
- TRAFFIC SAVINGS i GAS TAX & TOLLS

PoW. 2 ADT | ANNUAL | PRESENT ; ADT ANNUAL, . ~PRESENT

FACTOR | :__SAVINGS'  VORTH | . _BENEFIT !  yoRmH

: . i (1000) (1000) 5 - (1000); (1000

1969 | 0.926 305 1 $111 "¢ $100.9 | ko {_$10.8  :  $10.0

70 0.857 326 ; 119 ? 102.0 ; 4 g 1.4 * 9.8

Tl 3 0.7k 349 5 lat E 100.8 ; he 1 11.8 g 9.k

T2 ‘ 0.735 374 ? 136 i 100.0 3 W 1. , 9.1

73§ o 66§1 koo 3 146 E 99.3 f 50 i2.9 1 8.8
I 0.630 | he8 f 156 ; 98.2 ; 52 13.5 8.5 |

i 75 0.584 ! Ls8 g 167 ; 97.5 g Sk ! 140 i , 8.2
| 76 { 0.550 | koo | 17 b %5 |56 1 s 7.8
7 { 0.500 525 192 f 95.0 ‘ 58 g 15.0 ,‘ r.5 J
78 0.463 561 205 5 95.0 j &0 ;‘ 5.5 ( 7.2 ﬁ
9 | 029 | 600 | a1 i oo | 53 | 163 | o
80 0.397 642 : 234 92.8 } &5 f 7.1 f 6.8 ‘3
81 0.368 i 687 51 92.3 I 69 17.9 , 6.6 *’
g2 i 0.3Lk0 735 f 269 9L1.4 f 72 ,‘ 13.6 : 6.3 j'

83 | 0.315 787 ; 287 90.3 '?Sk 9.k § 6.1

Ok 0.292 k2 5 307 83.6 73 ; 20.2 59
8 | 0.0 | 902 | 29 ! g | g L 21,0 5.7 1
8 | 0250 | 965 | 32 | om0 | s | aa 5.0
87 0.232  |1033 f 377 2 87.5 &7 | a2 5.2 j
88 0.215 |1107 Lok 87.0 50 23.3 5.0 5
TOTAL $1,889.9 TOTAL $146.3 “ﬂ;
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SECTION D
3 TRAFFIC SAVINGS GAS TAX & TCLIS
- |YEAR PV, ADT ANUAL, PRESENT | ADT ANNUAT, PRESENT
: FACTOR SAVINGS WORTH BENEFIT WORTH
; ] (1000) (1000) (1000) (1000)
11970 0.926 206 $109 $100.9 L $33.1 $30.6
7L 0.857 | am 117 100.3 | b6 34,6 29.6
72 0.79k 236 125 99.3 L8 36.1 2 28.6
73| o § 253 134 96.3 | 50 3.6 | 216
f T 0.681 ; 271 143 97.3 52 39.1 ? 26.6
§ 75 0.630 | 290 153 g 96.3 5k ? k0.6 25.5 i
P7e | owses |30 6| 95.7 | 56 ke.r | ohg
f"?T 0.5h0 332z 1176 % 95.0 58 i L3.6 .§ 23.5
. 18 | 0.500 355 | 188 ? Gh.o 60 k5.1 i 22.6
79 0.L463 f 380 201 g 93.0 63 % L7.3 5 21.9 %
80 0.k2g 3 hor i 215 5 92.2 6o % L9.6 5 21.3 _j
§ 81 0.397 ? k35 § 230 ! 91.3 69 9 51.8 § 20.6 §
&2 0.368 f L65 i 2L6 ? 90.5 72, } Sh.1 i- i9.8 :
P .83 0.3h0 ; ko8 § 26k ; 89.6 75 ; 56.3 ? 19.1 |
8l 0.315 g 523 g 282 f 88.7 78 E 58.7 § 8.4 _j
é 85 0.292 g 570 § 302 f 88.2 f 81 f 60.8 ? 7.7 .5
:"86' | 0.270 g 610 | 33 | g7 L f 3.2 | 10 |
;5_'87 i 0.250 | 652 1 3u6 | s K | 6.3 1€.3 ﬁ:
' gg §' 0.232 f 697 f % | 5.6 | 90 f 67.7 § 15.7‘_j
8 o5 | 6 | s 5.0 193 | 699 | 150 |
| | ITOT%L £1,854.8 | | romar, 5 $h3.0 °
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ESTIMATED VEHICLE OWNERSHTP AND OPERATING COSTS IN PARAGUAY

DEPRECTATION AND AVERAGE VAIUE

List price, Asuncion  ...iiiiiiiiiiiiiiiiiei
Iist price less customs dutles, taxes, etc. .oevevevrenennn...
Deduct cost of tires R R L R R Y T trsecevesceas oo

Total Cost less tires vesensee
Estimated salvege value after 5 VEATS  tetreennncnon cecosocese

Total Depreciation less tires
Average value over 5-year periocd et crecsrrescecacrrscensncn e

ANNUAT, COSTS

Total Deprecilation '/. S ettecreecnano. sesesaae cerecnenes

Repairs, T5% of Annual Depreciation Ceessreiacenoeenean

ee s e

Interest, Insurance, Licenses and Storage, 15% of Average Value

Total Annual Fixed Costs

COST PER KILOMZTER ON EXISTING UNSURFACED ROAD

LI IR Y

Annusl Fixed Cost '/. 32,000 km/year .............. cecscseas
Fuel - speed of 50 km/hr. @ 2/3 max. h.p. @ 615/1t. ...,
Lubrication end miscellaneous services, LO7 of fuel cost .....
Tire wear = tire cost -/. 30,000 ku.  ........... cereentiieiaa.
Tire repairs, 15% of tire wear  ......evewoeuono.on... Cerennan .

Driver and helper (68,000 + 6,000)/month -/. 2,667 km/mo.

Social benefits, 40% of $14,000  .............. ceeereen.

Total Cost Per Kilometer

COST FER YILOMETER ON PAVEMENT IN GOOD CONDITICON

Annual Fixed Cost -/. 48,000 im/year  ....... eveereescnan

Tuel - sreed of 65 km/hr. @ 2/3 mex. h.p. @ 615/1t. ...

Lubrication and miscellaneous services, L0% of fuel cost

Tire wear = tire cost */. 40,000 iua. Cetaseecseciecernseann

Tire repairs, 15% of tire wear ............... ceaeenonan

Driver and helper (68,000 + 6,000)/month +/. 4,000 km/mo.
Sceial Benefits, 40% of 14,000 .......... Ceeretoreaann
Total Cost Per Kilometer

Net Penefit Per Kilometer

Percent of Average Daily Traffic

s o0 o

&
&
&
[
&
&

welghted value for Average Dally Trafilc = £5.82 c¢v €0.046 per km.

Truck
10-Ten

120%
2, 00, 000
1, 340,000
160,000
1,180,000
37C, 000
810,000
755,000

162,000
123,750
143,250
k32,000

13.50
L Lo
1.76
5.33
0.80
5.25
2.10

Truck
6-Ton

Gascline

100%
1,300,000
650, 000
140,000
510, 000
2u0, 000
310, 000
355,000

62,000
46,500
53,250
161,750

WAV O & £\
L]

O N~ O =D
WDOROIRES

n

Miero

20-place
Gasoline

80%
05,000
640,000

42,000
588,000
220,000
278,000
409,000

75,600
56,700
61,350
193,650

6.05
3.00
1.20
1.ho
.21
5.25
2.10
19.21

Car
6--place
Gasoline

160%
1,392,000
420,000
32,000

388, 000

150, 000

238, 000

269,000

47,600
4o, 359
%o, 350
134,500

L.20

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 estimetes +he
overall investment deficit of the Central Government at 258 million and of
the autonomous agencies at 26 million, or a combined deficit of 284
million. 1In arriving at these figures, the Mission nmede allowance for
reasonable growth in revenues resulting from an expanding economy and
improved tax administration. No consideration was given to new taxes ox
Lo new tax rates since the Minister of Finance indicated that none are
contempliated for 1966. The Mission also made allowance for & reasonable
growth in current expenditures by the Government. In the case of the
autoncmous agencies, both revenues gnd 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., Reuourse to the Central Bank for
the above amount plus the unblocking of some 165 million of previously
sterilized deposits for the Paraguari-Encarnacion Read and PL-h80 funds
would raise the monetary issue by the Central Benk tc iS50 million and
would again be incompatible with the Gevernment's determination to meintain
internal and external stabili*y. Thus unless further increases in revenues
and/or reduciion in current expenditures materialize, the suthorities may
be faced with the necessity for again stretching out the pace of projected
disbursements on ongoing public investnments.

A serious problem is likely to exist in the near-term (1965-66) in
connection with attaching external loans to public sector investment projects,
unless the external lenlers are prepared to finance both the foreign exchange
and the local expenditure component of the new project. The foregoing
analysis of the ongoing public sector projects conclusively demonstrates
that the major problem facing Paraguay is to generate an adequate volume
of internal resources necessary to match the external cemponent already
in the pipeline. At the very best, public sector savings over the near-
term can be raised to the level required by the ongoing 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 sericus
problen,

The problem of determining the respective sharzs of financing from
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external and from_internal sources can obviocusly be answered best only in
the context of each individual loan made for epecific projects. Neverthe- -
less, it appears desirable to set out Some average cost-sharing principles
for the total public investment effort to which external financing is at-
tached. 1In setting forth such broad guidelines, two major considerations
are relevant. The first is the balance of payments outlook and the amount
of external capital that must be relied upon to neet balance of payments
cbjectives. The second is the fiscal and monetary policy to be followed in
achieving the Government's objective of growth under conditions of reletive
atability, The total volume of external capital already in the pipeline

and its projected rate of utilization fully meets the requirements of the
balance of payments during 1965-67, Thus, the capital infleow in 1966-67
projected under possible new loans and credits does not need to glve primary
consideration to itg 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 ig reasonable to expect, tche
Projected capital inflows would necessitate a greater recourse by the
governnent of borrowing from the Central Bank than would be consistent with
its policy of maintaining reletive monetary and. price stability., It follows
thet the government will be able to achieve its fiscal, monetary and balance
of payments objectives only if the inflow of external capital in 1965-67
is 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
20a3ts of the Projects they are intended to finance. The Mission believes
that in the near-term project loans need on the average tc cover the direct
import component of public investment which in Peraguay is very high-possibly
& much as two-thirds, Plus the full amount of the domestic ccemponent in all
Instances where local resources must be supplied by the Central Government.
Project loans which can rely on other sources for the local currency
financing, need not cover more than the foreign exchange component.
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PARAGUAY

I. BASIC DATA

Area: 157,052 sq. miles
Population:mid~ 196} 1,900, 000
Rate of growth, 1955-64: ; 2,65% p.a.
Population density per sq. mile 12.1
Gross national product 1964: 49,641 million-US$394 million
Rate of growth, 1955-1964: 2.9% p.a. ‘ |
196[}3 3-0% P.a.
Per capita(1964): US$208 (at Officizl Exchange rate)
Gross domestic oroduct at 1962 market
prices: . ¢ 47-billion
. of which, in percent, Agriculture: 22.3
’ Cattle: 10.9
Minig: 0.1
Forestry:. 3.7
Manufacturing:
Industry: 17.4
Services: 33,0
Percent of GDP at market mrices 1964 . 1957-1
Gross investment 15.7% 16.1
Gross savings. ) 13.2% , 12,9%
Balance .of payments current 2.5% 3.2%
account defid. t
Investment .income payments 0.6% 0.5%
Government taxation revenue (or 8°7% 8.9%(1963-1964 )
current revenues)
Resources gan as ¥ of investment 16.9% 19.8%

Relatignship to large monetary or customs area: Member of ALAILC
Overall rate of change in

196! 1957~1964

Total money supply mﬂlion"@'ﬁﬁ 1243
Time and savings deposits " & 1724 1034%
Commercial barit eredit to ' .

private sector " ¢ 2622 518%
Other lending to privato

sector (BNF) n ¢ 1225 «35%
Rate of change in prices .28 - 9% p.a.

UNCLASSIFIED



Public sector operations 196,

Balance of payments (in US$)

UNCLASSIFIED
ANNEX. TII
EXHIBIT 2, p 2 of 16

Rate of change, 1963-64

Government current receipts mill. & 4,366 3.5%
Govt. current expenditures mill, & 4,092 3.9%
Surplus on current account mill. ¢ 274 -2,0%
Govt. capital expenditures 1l/m ¢ 914 2L,8%
Public irvestment expenditures
1/ million ¢ 1,978 31.3%
Total external assistance to. :
public sector 2/ million & 8L9 29.8%
#External public debt (in US$) 196 Most recent year
fotal debt Us§L6.1 million US$ 56,3 million
. (12/31/6L)
Total annual debt service Us$ 3.3 million Us$ ?.26m%llion
: 1964

‘Debt, service ratio 9%

Most recent year

11.4% (196L)

Jverall fate of

change
Potal exports USEL5.4 million(1944) = 14.6% 1962-6&%
Total imports US$LL .3 million(lybk) - 9.9%(1962~64
Net invisibles 3/ US$11.6 million(196L) - 68.9%(1962-6L)

Net current account balance US$LO0.6 million(1964) - 38, 5%(1962-64 )

Past Average

Most recent year

Commodity concentration of

exports (customs data) Livestock 31%
- (1957~196L )
Gross foreign exchange reserves Us$ 3.0 million

of the Central Bark (1958-1964)
. (or less than
one months!
imports)

Livestock 33%
(196L)

April 1965

Us$ 9,0 million
(or less than two
months! .imports)

1/ Real and financial investuent (see Table 9a)

2/ External Financing in the Public Sector Investment Program.

3/ Private donations are included.
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POPULATTION

Total and by gelocted Departments

1950 1962 Intercensal
Census Census g:;iigizn
PARAGUAY 1,328.452 1,816.890 . 37
Departments
Caaguazd 71,699 123,590 -
Alto Parand 9.531 26,680 180

Source: Direccidn General de Estad{stica y Censos
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JEIIISSYTIONN

GROSS DONESTIC PRODUCT, BY SEGTORS OF >RODUCTION 1955-19€4

({illions of guaranies constant 1962 prices)

1955 195 1957 1958 1959 1960 1961 1962 (y gga . o 19
Agriculture 7,90, 7,852 8,189 8,50, 8,733 8,908 9,20, 9,813 1C, 454 10, 500
Cattle 4,286 4,365 4,305 1,709 4,427 4,388 5,015 4,630 L,955 5,120
Forestry 1,397 1,61k 1,58, 1,568 1,551 1,511 1,611 1,625 1,535 1,730
Hunting and fishing 33 23 28 26 35 37 43 40 52 L
Sub-total 13,620 13,864 14.106 14,807 14,7h6 14,8LL 15,873 16,111 16,986 17,394
Mining 38 37 50 L7 31 7 57 46 70 1/ 70 1/
Industry 6,102 6,069 6,421 6,647 6,886 6,494 7,112 7,15% 7,656 8,180
Construction 6137 617 668 679 7,2 995 900 1,015 1,039 1,086
Sub-total 0753 6,723 2,139 -7.373 7,859 7,546 - 8,069 8.23C. 8.765 9,336
Electricity 167 185 155 215 231, 226 233 43 264 271
Water and San.Servs. 5 10 32 57 18 75 76 30 84 88
Trans.& Cormm. 1,552 1,637 1,670 1,636 1,591 1,621 1,788 1,822 1,93 2.019
Sub-total 1,72, 1,832 1,897 1,908 1,873 1,922 2,097 2,155 2,222 2,378
Coumerce, finance 7,761 6,831 8,229 B,950 §,380 8,98, 0,32 9,435 9,600 $,750
Government 1,635 1,698 1,759 1,785 1,605 1,849 1,807 1,820 1,820 1,840
Housing 1,308 1,343 1,381 1,416 1,.5, 1,500 1,545 1,59 1,600 1,650
Other services 3,395 3,455 3,722 4,02, 4,217 4,158 4,403 L,LL3 4,500 4,600
Sub-total 1,079 13,327 15,091 16,175 15,856 16,491 17,079 17,291  17,52C 17,800
Total 36,176 35,746 38,233 40,263 141,134 40,803 43,119 43,787 L5, 553 L6,9.8

Note: Details may not add duc to rounding
1/Pigdra Triturada 22,0 para X (Rutg 11)

Scurces: Cuentas Nacionales de 1la Republica del P
Requerimientos Financieros Externos en e

araguay y otros antecedentes estadisticos, TomoI;
1 Bienio 1965-1966, Parte la,

gr3o 4 *d ‘2 9TqrUXE
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GROSS DOMESTIC PRODUCT, BY SECTORS OF PR ODUCTION, 1964~1970
(Millions of guaranies consvant 1962 prices)

2
Sector 1964 1965 1966 . 1967 1968 1969 - 1970 1Increase
(estimated) 196.4-70
Agriculture 10,500 11,207 11,882 12,581 13,370 14,231 15,149 Ll
Cattle 5,120 5,216 5,332 5,656 6,011 6,398 6,809 33
Forestry 1,730 1,800 1,880 1,986 2,112 2,247 2,391 38
Hunting amd
Fishing Ll L6 .48 50 53 56 58 32
Submtotal 17,394 18,269 19,142 20,273 21,546 22,932 24,407 4O
Mining Y m 7 85 90 o5 100 1
Industry 8,180 8,740 9,634 10,394 11,046 11,757 12,513 53
Construction 1,086 1,257 1,324 1,428 1,518 1,616 1,720 58
Sub-total 9,336 10,069 11,032 11,907 12,65L 13,448 14.33L  5i
Electricity 271 286 308 333 358 383 409 s
Water and Sanitary Y,
Services 88 9L 100 108 116 124 132 50
Transportation & 5
Communications 72,019 2,102 2,297 2,486 2,671 2,858 3,050~/ 51
Sub-total 2,378 2,482 2,705 2,927 3,145 3,365 3,501 51
Commerce,Finance 9,750 9,950 10,200 10,673 11,241 11,18, 12,048 21,
Government 1,8,0 1,850 1,900 1,981 2,087 2.194 2,307 25
Housing 1,650 1,720 1,800 1,883 1,983 2,085 2,193 33
Other Services 4,600 4,700 4,850 5,083 5,354 6,262 6,300 37
Sub-total 17,840 18,220 18,750 19,620 20,655 21,725 22,848 28
TOTAL 46,948  49,0L0 58,010 51,490 65,180 39

51,629 54,727

Note: Detaii may not add due to rounding

1/Piedra triturada 22.0 para X (Ruta 11)

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

3/Se estima en funcidn de 1a demanda proyectada por ANDE y en 1970 el de
incremento por electrificacidn rural. .

L/Se estima pasar de 16,000 a 21,000 usuarios segin proyecto de ampliacién
CORPOS./\NA,

5/Se proyecta aparte (vor anexos)

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

GOLD AND FOREIGN EXCHANGE RESERVES,

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

1965

Convertibie Bilateral Liibilities Yot et
: IMF Reserves

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 - 1,37 6,189 3,987 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 4,765 5,82,
1955 190 1,002 4,371 5,563 -~ 353 -1,711 375 3,87 4,700 8,57
1956 181 1,062 . 6,787 8,030 - 120 700 - 1,125 6,085 3,169 9,274
ig5g 132 1,419 4,880 6,435 - 23 - 368 - 3,625 2,419 © 1,057 3,476

5 8 272 7,025 7,381 - 589 -  LO - 4,375 2,377 - & 2

1959 108 2,751 1,077 3,936 6 - 941 -~ 2,563 522 - 1,26% - ’g§§
1960 95 372 542 1,009 - - =108 -2,375 =2,410 - 1,070 - 3,480
1961 82 2,357 79 2,518 - = =1,433 - 138 &7 -~ 2,468 - 1,821
1962 81 698 L1 820 - 76, -~ .3 1,312 625 - 1,493 - 1,068
1963 81 1,318 429 1,828 -1,500 - 13, 1,812 2,006 - 735 1,271
196, 8L 3,066 476 3,623 - 600 - 19 2,312 5316 - 718 L.538
1965 1,018 a/ 6,440 b/ 1,176 8,632 - - - 9 2,812 11,135 - 2,521 8,514

2/ Includes purchase of $ 937,000 in gold that will

increasing Paraguay's quota in ths Fund,

be paid to

2/ Since September 1965, inclwdes an investment of $250,000 in

the TiF as the gold ccntribution to

BRD bonds.

9T Jo 9 *d ‘g 3TATUXE
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QUIJITSSYTIONN

GOVERNMENT FINANCES, 1960-6l

(In millions of guaranies)

1961, 1965
1960 1961 1962 1963 1564 January~ Jonuarye-
March March
Cash revenves . .
Ordinary 2,586,8  2,842,9  3,424.7 3,496.7 3,658.5 868., 1,119,2
Special Laws 732,0 788, 8 903.8 871.3 89?17 182.6 263,1
Total 3,318.8 3,631.7 4,328.5 4,368.0 4,556.2 1,051.0 1,382.3
Authorized expenditures .
OI‘dinary 2,671.3 2,9142,9 3,5[}2.0 3,8141;.5 L,MO-B _781.é 932.A
Special lLaws £84.0 812.9 910.3 889.2 69C.5 175.5 198.5
.. 3)355-3 3:75i-8 °I+,lt87-2 /+,73307 5:@008 956-9 1;33009
Redemption of debt held by ‘ ) 1/ 1/
Central Bank {net) -36.6 —_ -2, 6~ ~L7.1= -33.% ~76.5 ~167.2
Changes in departmental )
balances (incrcase -) ) 33 Al/) 36 2}/ -116.0 -11.4 -32.7 38,0 7.3
Check float ) ’ ' - 30,9 3.2 -31.0 8.5 81.6
Adjusted cash expenditure 3,352.1  3,792.0 4,337.7 L.677.7 L.933.7 926.9 1,052.6
Treasurey surplus or deficit(-) - 58.5 - 12L.1 -158.7 - 365.7 - L7L.6 9,1 251.4
Cash surplus or deficit (-] = 33,3 = 160.3 = o1 = 309.8 = 277.5 124.1 329.7
Central Bank financing . '
Loans 22.3 L. 149.1 309.0 L85.6 -70.0 - 174.8
Transfer of profits 50.14 -_— _— —-— — — -—
Change in government deposits »
(increase ~) 2/ - 39.4 65.9  -140.0 0.8 - 108.1 ~54.1 = 154,9

Sources: Ministry of Finance, and Central Bank of Paraguay.

1/Estimates.

2/Excluding P.L. 480 counterpart fund balances.
Note: Totals may not add owing to rounding.
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qITJISSVIONN

CENTRAL GOVERNMENT RUVE[iUES \HD X BEdITUALS, 1163—l9°0
: (in millions of guzranics)

1963 1961 1965 1966 1967 1968 1969 1970

1. Wages and Salaries 1833 . 1990 2195 2195 2267 . 2366 2453 2561
2. Purchases . 1456 2159 1356 1,01 1461 1534 1501 1681
3. Transfers 587 661 661 725 742 1 823 861
: a. Persons (Pensions, etc.) 376 4151/ 1151/ 465 480 50C 550 577
b. Agencies 211 246 246 260 262 271 273 281
1) Public “nterprises 51 75 75 80 82 "8l 86 86
2) Decentralized Agencies 160 169 169 177 177 183 153 193
3) Municipalities — 2 2 3 2 L L 5
L. Interest on Public Debt _63 _86 _86 99 101 14, 117 110
a. Internal - 11 19
b. External 52 67
5. Total Gurrent Expenditures
(1t 2 +3 1 4) 3939 . L092 | 4262 44200 571 4787 L4994 5213
6. Amortizations . ' 176 2/ 233/ 303 143 146 147 151 156
. a) Domestic 21 59
b) external 152 154
7. Transfers on Capital 4ccount _191 267 339 355 382 400 Lz0 L1
8. Real Investiment 541 647 1221 1144 798 867 1054 800
9. Total Expenditures (5:61748) LBLT7 2/ 5219 6125 6062 5897 6201 6619 6710
10, Current Revenues ' 4219 1,366 1896 5114  56i5B 5897BR 51783  6477B
11. Deficit or Surplus (9-10) ~628 -853 8C8 ~948 -282 =304 AN} -233
12, Inflow of External Funds ' 362 397 75 615 352 376 571 455
13. Changes in Accumulated Saving -73 =75 75 — -_ — -—
. or Reserve _
14. Domestic Borrowing 339 531 : .
15.Gap to be Financed (-) or Surplus(4)— — =346 -258 70 72 130 212

1/Contributions to International organizations and non-pension payments to 1nd1v1duals'are'expected to
decline.

2/Includes ¢ 63 million registersd by the Central Bank
_/Ir cludes ¢ 46 million registered by the Central Bank .
Source: ngtual data from Treasurey, projcctions by IBRDC mission,

*d ‘gz 9TqTUXT
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QETJATSSYIONN

CENTRAL GOVERNMENT REVENUES AND EXPutDITURES, 1963-1570
(In millions of guaranies)

1963 1944 1965 1966 1967 1968 1969 1970
(Actual) (Actual) (Budget ' A B A B A B A B
Estimates) .
TOTAL 4219 4366 4896 SLUL 5370 5615 5635 5097 5916 6178 6215 6477
I.Foreign Trade 1764 1861 2055 2121 2199 2199 228C 228¢ 2368 2368 2460 24,40
1. Customs duties 81 880 924 970 1020 1020 1070 1070 1325 1125 13181 1181
2. Import surcharges 411 556 725 761 799 799  8L0 84,0 882 882 926 926
3. Export taxes 296 237 210 190 170 170 150 150 130 130 110, 110
L. Consular fees 2,1 188 196 2000 210 210 220 220 231 231 243 _2%3
ITI.Internal Trade 994 958 1149 1207 1267 1267 1331 1331 1398 1398 1470 ("
1. General sales tax 345 350 395 415 L35 435 TL57 TL57 TL80 4,80 504 504
2. Petroleum taxes 70 177 lag 19 207 207 217 27 227 227 238 238
3. Alcohol taxes 180 108 1L 159154 154 155 15¢ 145 165 170 170
L. Cattle taxes 118 148 242 257 272 272 288 268 305 305 326 325,
5. General consumption 181 175 18C 189 399 199 210 210 .22 221 232 232
taxes :
IIT.Stamp Taxes 308 320 349 367 385 385 LOL 0L 42y 424 L5 145
IV.Incoms Taxes ML M0 W8 A3 5 61 65 767 722 s 7o 90
V. Inheri tancd = L2 A » g 3 g a9 25 oy
VI.Real Estate Taxes 194 217 270 283 297 377 313 397 328 412 I: 428
VII.Qthey e S - R T
VIII.Non~tax Revenucs 378 326 3% 311 332 332 345 45 359 359 373 373
1. Pension furd 158 187 200 210 23, 230 22 2,2 25L 254 267 257
2. Post office 10 22 25 26 27 27 28 25 29 29 30 30
3. Other 110 117 4 75 75 75 75 75 76 76 86 76

Sourde: Actual data from Treasury, Projections by IBRD mission,

[
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HECTARE.LS CULTIV.DAS Y PRODUCCION OBTENIDA DE 10OS PRINCIPALES
CULTIVOS AGRICOLAS  1993/6L

THIJICSVTONG

CORDILLERA CiaGUAZU ALD PARANA CENTRAL Total por producto

Has. Toneladas Has. Toneladas Has. Ton=1ladas Has. Toneladas Has. Toneladas
Cotton 9.700 7.760 3.780 3,020 120 80 2.700 2,030 15.300 12,950
Alfalfa 410 1.870 570 1,760 20 80 280 780 1.280 L.L50
Rice 1.220 2,680 300 500 100 100 300 870 1.920 4.150
Peas 370 290 200 110 170 100 9.0 520 1.680 1.020
Sweet po*atoesl,LO0 18.36C0 1.200 10.300 50 700 1.0C0 7.600 3.4650 36.500
Sugar cone 2.500 60. 200 1.950 62.400 70 1,900 L.500 170,000 $.020 295,I00

Onions 360 . 1.550 180 1.280 <20 80 250 1,340 810 4.250
Bean 600 . 320 £10 350 170 120 180 - 1RO 1,560 70
Corn 16.700 23,380 12,100 14.520 2.500 3,750 11,450  17.070  L2.950 58,72
Mandioca 13.700  191.8C0 6.15C  104.550 1.660 27.980  14.530 230,800 36.0,0 555.130.
Peanuts L.6L0 3.250 730 720 70 60 2,0L0 1.500 7.450 5.530
Potato 60 150 L0 90 7 20 420 1.780C 527 2.040
Cowpeas 6.€00 5.650 3,780 3.020 370 330 3.350 2.340  14.300  11.340
Tobacco 1.200 1,700 1.100 1.500 50 50 890 1,86 2.740 3.736
Wheat L60 330 61,0 570 - - - - 60 L0 1.1%0 9L0
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 datos olLtenidos del Depa

y Ganaderia

rtamento de Econumia .igricola del Ministerio de .gricultura

17—3.—66
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Relative significance ¢f the agricultural production of the Departuent of '

Cordillera, Caaguazd, flto Parand and Central.

Percent of national production

PRO}WUCTS represented by the 4 Departments¥
Hectareas Metric Tons

Cotton 436.8 35.9
f1falfa 26.1 22,9
Rice 2L.0 20.8
Peas 48.0 L8.6
Sweet potatoss 37.6 42,8
Sugar cane 34,0 30.6
Unions 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 L5.4 48.0
Tobacco 36.5 40.2
Wheat k.5 13.0

Total 32.4 34.8

#Cordillera, Caaguazy, Alto Parand, and Central

UNCLASSIFIED
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- POPULATION DENSITY AND DISTRIBUTION OF FARM UNITS

BY DEPARTMENTS

Department Percent of Percent of Hectares
territorial area farm units _ per _capita
Capital 0,02 0.59 0.7
Concepcidn 11.40 4.30 16.2
San Pedro 5.40 6,10 16.7
Cordillera 2.90 15.20 3.7
Guaird 1.00 8.20 2,3
Caaguazd 2.20 7.4L0 5.9
Caazapd 2,80 7.50 7.2
Itapda 4.10 10.60 7.6
Misiones 3.70 3.80 18.1
Paraguar{ 4.00 16.50 L7
Alto Parané 1.80 0.52 1.4
Central 0.86 10.80 l.o
Neembucy 4.80 4.80 19.2
Amambay 2.00 1.30 29.6
Presidente Hayes 29.40 1.00 L4L6.1
“Boquerén 20,40 1.10 263.0
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 Parand) are arcas of highest population
density and also rank high in percentage of farm units,

UNCLASSIFIED
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0 ATLAS

GUARGE Y COLEC

ANNEX TIT

PARAGUAY Exhibit 2
P, 1k of 16
MAPA N9 | Produccion Agropecuaria y Forestal DISTRIBUCION GRATUITA

Consideraciones Generales: En la realizacidn del presente trabajo se tuvieron en cuenta
los datos proporcionados por el Ministerio de Agricultura y Ganaderfa correspondientes
a la cosecha 1964,

La produccion nacional estd bdsicamente tomada por departamentos, y se ha considerado
la importancia relativa de las distintas producclones, agrupando aquellas que fueran de

menor importancia econdmica, La lista que se c¢ita mds abajo describe cada uno de los
productos tomados con los departamentos productores que tienen mayor importancia,

Cualquier sugerencia, observacidn o critica serd bien recibida,

Secclon Grafica - USAID

1ZLE ESTE MaPA QUE £35S PARTE DE UNA SERIE, LA CUAL FORMARA UM PR

ALGODON; TRIGO: FRUTAS CITRICAS
Paraguari Itapia Itapua
Itapuia Misiones Cordillera
Cordillera Caaguazi Paraguar{
Caaguazu Cordlillera Caazapd
Boquerodn Caaguazi
TABACO: Central
Caaguazi MAIZ:
Cordillera Itapia PINAS Y BANANAS:
Paraguar! Paraguari Paraguarf
Itapia Cordillera Central
Caazapa Caazapa Cordillera
: Caaguazu
TUNG: Guairid OTRAS FRUTAS:
Itapia Central Itapaa
Cordiilera Guaird
Guaird MANTI: Central
Paraguar{ Cordillera
YERBA MATE: Cordiilera
[tapua Caaguazi GANADO VACUNO:
San Pedro Central Presidente Hayes
Guaird Itapia Neembuci
Amambay Boquceron Paraguar{
Caazapd . Concepceicn
Caaguazi POROTO Y HABILLAS: Boquerdn
Paraguar| Misiones
CAFE: Cordillera -
Amambay Caaguazu OTROS GANADOS:
Cordillera Caazapd Itapia
Guaird Itapda Paraguar{
Concepcion Guaira Neembucu -
Central President: Hayes
CANA DE AZUCAR: . Cordillera
Guaird MANDIOCA:
Cordillera Cordillera CARBON Y LENA
Parapuar{ Paraguar{ Cordillera
Central Itapia Paraguar{
Caaguazi Caaguaz Caaguazy
San Pedro Concepcion
ALFALFA: Guaird San Pedro
Itapda Central Itapua
Paraguari
Caazapd PAPA: ROLLIZOS Y MADERAS ASERRADAS:
Central Itapia
ARROZ: Caazapa Concepcion
Itapda Itapia Cordillera
Misiones Paraguar{ Caaguazd
Cordillera Alto Parangd

Febrero de 1966
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Distribuelon Gratuita

En la realizacidn del presente trabajo se observd los resultadas dal Censo Industrial del oo 1963,

aegin datos def Minlaterlo de Industria y Comercio.

En la clasificacin se usé la nomenclature del mencionado Censo, toriando los grupos de productos
industriales de acuerdo a los departamentos de meyor impartancia econamica relative en cuonto of

nimero de personal ampleado, En el mapa, la Capital de la Repiblico y ol Dpto. Control se han se.
parado de los otros departomentos dadz [a gran Importancia industrlal y la diversided de produccida

que presentan,

Cualquler sugerencla, observacidn o critica serd blen recibido,

Seccidn Grotica USAID

ORDEN DE IMPORTANCIA DE LOS DEPARTAMENTOS SEGUN INDUSTRIAS

PRODUCTOS ALINENTICIOS CALZADOS Y PRENDAS DE VESTIR CUEROS.Y PRODUCTOS DEL CUERQ PRODUCTOS METALICOS
{escepta Calsedos]
CAPITAL CAPITAL CAPITAL
CENTRAL GUAIRA CAPITAL PARAGUARI
AIRA CENTRAL CENTRAL BOQUERON
CORDILLERA AMANBAY PARAGUAR!
{TAPUA < ﬂ:%&fnﬁ‘ CORDILLERA
PTE. HAYE CONCEPCION
CONCEPCION CONCEPCION MATERIAL ELECTRICO Y
PARAGUARI DE COMUNICACIONES
CAPITAL
MADERAS Y CORCHO CAUCHO CENTRAL
—_— BOQUERON
CAPITAL CAPITAL
CAACUAZY CENTRAL
GUAIRA
BEBIDAS GUaRL, MECANICAS
CAPITAL 1TAPUA S
CORCILLERA SAN PEDRL CLOITAL
CENTRAL QUINICA CENTRAL
GUAIRA BOQUERON
CAAZAPA CAPITAL CUAIRA
ITAPUA CENTRAL
MUEDLES Y ACCESORIOS BOQUERON
AP TAL CORDILLERA
. ITAPUA 3 T
AL U MATERIAL DE TRANSPORTE
LONCEPCION CaPITAL
CENTRAL PARAGUAR]
GUAIRA CUAIRA
TABACO ITAPUA MINERALES NO NETALICO S0QUERCH
VISIONES
CAPIT“A‘;. CAPITAL CORDILLERA
CENTR CONCEPCION
CAPITAL CENTRAL
ITAPUA PAPEL Y CARTON CORDILLERA DIVERSAS
S BOQUERCN —_—
CENTRAL CAAGUAZU CAPITAL
CAPITAL CENTRAL
TEXTILES INDUSTRIAS GRAFICAS METALICAS BASICAS ELECTRICIOAD, ACUA Y YAPOR
CAPITAL caPivAL CAPITAL CAPITAL
NEEMBUCY ITAPUA BOQUERON CENTRAL
CENTRAL BOQUERON : BOQUERON
ITAPUA CONCEPCION Reemaucy
ANAUBAY

GUARDE ¥ COLECCIONE RSTE 8424 QUE IS PAATE DE UNA SERTE, LA CUAL FOMMARA LW PRACTICO ATLAS

PERRENG 1044
ARNCION « PARACUAY
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© January 1%, 1966
~ MEMORANDUM ' |

TO : Joseph E. Walker,

' FRural Development Officer
FROM : Adlai F. Arnold,
: ~ PASA Team lLeader

SUBJECT: Current Planning Activity in the Institute of Rural Welfare
Designated to Increase Agricultural Qutput in the Colonies

For several days the IBR in cooperation with the Netional Planning
Secretariat, the Ministry of Agriculture, the National Development Bank and
STICA has been engaged in an intense plenning effort called A Program of .
Expansion ~f the Production of Agriculture and iivestock in the Colonies.
The Netional Plenning Secretariat seems to be pushing the effort but, of
course, the planning section of IBR is heavily involved.

“Tne Program:

The period of the program is to cover three years, 1966-19€8, with
a broad strategy covering action along six lines: (1) prcviding an adequate
technical orientation, (2) more teaching of techniques of production, (3)
‘more_ adequate credit, (L) formation of cooperatives and the commercializa~-
tion of Agriculture, (5) the provision of financial and technical means,
and (6) increasing the production on farms by more intensive use of land
and extension of the areas cultivated.

Fundamental objectives are listed as: 1st. Incorporate the
Campesino into the socio-economic development of the country. 2nd. Ac-
celerate the increase of areas into new production and the promotion of
better yields, and 3rd. Accelerate the maturation of the great investments
of infrastructure.

Quantified goals are: (1) to concentrate essistance to 20,000 fami-
lies in 1966, and to extend this number to 15,000 more families for a total
of 35,000 families by 1968, and (&) for the three years of the program to
add 150,000 cultivated hectares in the areas of concentration.

UNCIASSIFIED
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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
egstimates across the board to the natural and human resources involved, I
am receiving coples of this material for my files.

| Location and siza 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
TMerdar, (2) Coronel Oviedo - Lima - Tacuati (Route V), and (3) Concepcion
"= Horqueta - Pedro Juuan 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 pericd 1967-68 it is planned
" to add the Axds along.the route_from Concepcion to Pedro Juan Caballero as
well as the new colonies 1o be formed south of the river Monday in Fastern
Faraguay. The zones roughly are limited to belts along the roads extending
20 kilecmeters deep orn :ach side and will encompass 30 colonies in 1966 with
en estimated 20,000 families extending to 50 colonies by 1968 including from
20 to 35 thousand femilies. I have tables showing the particular colonies
affected, number of farms and area. A aummary is as follows:

Northern Axis = .- Eastern Axis
Official Private Official Private
Total Colonies Colonies " Colonies Colonies
Number of Farms 16,124 3,579 1,785 9,752 908
Number .of Hectares 580,199 71,378 47,048 - -316,415 145,358
Nimber of Colonies 30 12 2 12 N

UNCILASSIFIED
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Colonias fundadas y habllitadas entre 1958 vy 1962 sobre la Ruta Cnel. Ovie-
do - Pto. Pte. Stroessner y sus adyacencias

Superficze
(Hectareas)
A) Colonias Nacionales

Guayaqui-cud N 875
Domingo Montanaro 25,000
Caaguazd . 8.741 -
Guyrayngua 1.300
Presidente Stroessner (en Pastoreo) 8.608
Presidente Stroessner (en Pte. Stroessner) 50,000
Juan Leon Mallorquin | 44,036
Repatriacidn (inc, "Migracién" 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
José Domingo Ocampos (2 eolonias) 6.256
Colonizacidn Japonesa (Yguazt) 70.190

FUENTES: l) "E1 Ministerio del Interior ¥y la fundacion de Pto. Pte. Stroessner"
1957-1964. TFolleto impreso en la Direccion de Comunicaciones
del Ministerio del Interior
2) Informaciones del Instituto de Bienestar Rural

UNCLASSIFIED



COLONIAS SOBRE LA RUTA Cnel. QVIEDD - Pto. Pte. STROESSNER

(DEPARTAMENTOS DE CAAGUAZU Y ALTO PARANA)
1964
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RELATED ECONOMIC PLANNING

The Paraguayan economy is basically agrarian, Its principal
export products are meat, lumber, cotton, quebracho extract, oiiseeds,
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 insufficiency
of executive and managerial personnel, and inadequate credit for medium
and long-term lending, The USAID program in private sector development
aims at establishing the institutfonal framework to eliminate these
tottlenecks, The production of canned meat, and meat by-products, flour,
essential oils, and cotton textiles are the principal manufacturing activie
ties in Paraguay, - ‘

Tourism has been expanding rapidly during the past five years as
& result of new hotel, highway, and airline facilities established in Pa-
raguay and neighboring countries, An even greater influx of tourists is
projected upon completion ol paving of the connecting portions of the
Brazilian highway System, compannded by increased prosperity and expanded
lelsure time in Paraguay's giant neighbor,

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

accordingly, priority is given to opeping the‘interior of the
country to increase the output of traditional export products and to
develop new ones, Also, transportation from interior producing centers
to Asuncidn and other export points on the nation's borders is given
‘major importance in the plan. Not only are new export markets to be
sought in Brezil, 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 Asuncign market and, even, after paying freight of 1.4 guaranies per
kilo, competes successfully with manioc from the lopgal low=yielding
soils,

Puraguay's development potential rests in its land,.animals, and
roresty, in its hydroelectric power potential, and in its hardworking
people. The basic problem of development tin this 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 Para-
guay, according to the IBRD,, is one that concentrates on road transport
for movement within the country and for perishable or high value fore‘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 improvements,

The current major highway projetts, in the eyes of IBRD are:
a. Paragueri-~ Encarnacidn; being pavcd under IBRD/IDA loan.,

be. Road and agricuitural‘survey of the Triangle (Asuncidn - Pto.Pte,
- Stroessner -~ Encarnacidn); in planning stage by IPRD,

c. " Brazil Road, especially from Cnel. Qviedo to Pto,Pte, - troessner;
the: project herein trcated,

d. Cnel. Oviedo ~ Ruta 5; the north penetration road now being
constructed by GOP force account with AID grant financing,
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8. Concepcidén -~ Pedro Juan Cabaliero; under U.S. and Paraguayan army
construction. '

f. Coronel Oviedo ~ Villarrica cxpcected 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 Asuncidén 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 AUTHORTZATTON

Provided From: Alllance for Progress Funds
PARAGUAY : Brazil Roed 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
elgnty thousand United States dollers ($4,680,000) to assist in financing
U.S. dollar and Paraguayan guarzni. costs of the rehabilitation and
improvement of a highway from Asuncion, Paraguay to Pto. Presidente
Stroessner, Paraguay ("Project"), this loan %o be Bubjeci 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
ray to A.I.D. in United States dollars on the disbursed balance of the
loan interest of one (l) percent per annum during the grace period and two
. and one-half (2 1/2) percent per annum thereafter.

B. ther Terms and Conditions

l. Prior to the first disbursement or issuance of the first
commitment document, other than to finance englneering services, Borrower
shall furnish AID, in form and substance satisfactory to AID:

(a) a commitment to ellocate through its regular budgetbary
mrocedures all necessary monies for the rayment, as
scheduled, of all GOP debis to AID or its mredecessor
agencies;

(b) evidence that Borrower nus available or will have
avallable 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;
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(¢) evidence of arrangements (i) for the establishment and
operatlon of vehicle welghing stations along the
Project highway and (1i) 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 Communications (MOPC) is responsible, which shall
include, but not necesserily be limited to plans for

(1)
(11)
(1141)
(5]

(v)
(1)

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

the establisbment of regional mointensice ddstricts

and the outlining of the responsibilities of each such
district;

the provision of adequate facilities, equipment and
personnel for eachfma ntenance district;

the maintenance of road maintenance facilities and equipment;

the tralning of rosd maintenance personnel;

the reorganication of administrative and accounting offices

. to support the highway department and 1ts maintenance

(vi1)
(viid)

(1x)

organization;

the obtaining of maintenance experts frem external sources
to assist in carrying out the plan;

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

& tlmetable for the implementation of the nplan;

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

UNCLASSIFIED .
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(£) 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 shall contribute to the Project, from scurces
acceptable to A.I.D., the guarani equivaleut of at least seven hundred
and elghty thousand United States dollars ($780,000), and Borrower
shall also provide, or cause to be provided, any additional resources
which are necessary for the timely completion of the Project;

L. Borrower shall cause a nationmwide rrogram of road malntenance
to be carried out in conformity with the plan approved by AID hereunder
and shall make avedlable to that program in timely fashlon the
resources agreed therein to be provided;

5. Borrower shall establish and operate, or cause to be
established and operated, vehicle veighing stations along the Project
road and shall enforce on the Project road the vehicle loed limit
requirements of Paraguay Decree Iaw No. 2209&, or such subsequent law
as A.I.D. shall approve;

6. Borrower periodically shall consult with A.I.D. concerning
1ts implementation of the highway maintenance program referred to in
paragraph B(4) hereof.

T. ZEquipment, materials and services (except shipping and msrine
insurance) financed under the loan shall have thei- ori¢in in and be
procured from the United States or Paraguay. Shipping :inanced urder
the loan shall be procured from the United Suates, and -urine insurence
financed under the loan shall be placed in the United States.

8. Urited States lollars utilized under the loan o finance local
currency ccsts shall be made available to Borrower or iits designee only
through Special Letters of Credit and shall be used only for procurement
in the Unlted 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

Iate

UNCLASSTFIED





