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PANAMA - AGRICULTURAL DEVELOPMENT SUFPORT LOAN

SUMMARY AND RECOMMENDATIONS

APPLICANT: The Government of Panama (GOP). Loan proceeds

will oe made availasble to the Ministry of Agriculture, Commerce
and Industries (MACI), which will administer the project. It is
anticipated that MACI will utilize the services of the GOP agri-
cultural credit agency the Instituto de Fomento Economico (IFE)
to implement those portions of the project involving relending.
Coordination of the functions of MACI1 and IFE, as well as those
of the Agrarian Reform Commission (CRA), which will be involved
in intimetely related activities, will be effected by the
Minister of Agriculture, who presides over all three agencies.

AMOUNT AND TERMS: An amount not to exceed $2,400,000;
emortization over 4O years inclusive of a 10-year gr-ce period,
with interest at 3/h% per annum for the first 10 years end

2% thereafter.

TOTAL COST OF PROJECT - THREE YEARS' ACTIVITIES:

LOAN
a. Support fecilities for agricultural extension
and related services in six priority areas:
(1) Building construction (offices; warehouse,
repair and maintenance units; living quarters;

maerketing sheds) $ L425,000
(2) Lab and office equipment and furniture
for above 320,000
(3) Vehicles (Jeeps, pickups, etc.) 215,000
(4) Machinery and equipment for a pilot custom
farm machinery center; seeds 200&999
Total support facilities $l,130,000
b. Machinery and equipment for the Agricultural
Training and Research Center at Divisa 70,000
c. Supervised agricultural credit for livestock
improvement 940, 000
d. Technical advisory services 125,000
Total 2,295,000

Contingency 100, 000
Grand Total §2;§§E:000
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Planned GOP input, vie MACI, IFE and CRA, toward supporting
the facilitles provided under the loan during FY 1965-67:
$6,770,000a

DESCRIPTION OF ACTIVITY: The project is designed to improve
agricultural and livestock production by providing the buildings
and equipment necessary to carry out a more extensive technical
assistance program in specific underdeveloped rursl areas in
Panama; and by providing funds for supervised credit to live-
stock producers. Specifically, the loan will be uged to finance:

a. The provision of building and equipment facilities in six
areas, selected by the Panamanian Government for intensive
coordinated economic and social development, to carry:out
agricultural extension and related activities.

b. The provision for these 61x aress of marketing sheds, agri-
cultural equipment for custom work in land preparation and
crop production and harvesting; and improved seed for test-
ing and distribution.

¢. The purchese of additional equipment for the National
Agricultural School and Experimental Station located at
Divisa.

d. The establishment of a special fund for supervised credit
to livestock producers following coordinated livestock and
pasture management plens to finance the purchase of
quality breeding bulls, artificial insemination, pasture
improvement and supplemental feeding, and stock water
development.

e. The provision of tliree U.S. experts to serve as general
field advisors, with rarticular reference to supervised
credit.

The US AID/Panama direct-hire staff will advise the GOP in

preparation of detailed plens for implementation and will
monitor performance.
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PURPOSE OF THE ACTIVITY: The primery purpose of the loen is
to finance an expansion of the extension service of the
Ministry of Agriculture. This expansion is necessary because
of the rural development progream which has been initiated in
six priority sreas of Panama (see map, ANNEX I). These areas
are mostly populated by subsistence farmers. It 1s a prime aim
of the rural development program to raise living standards of
Panema 's subsistence farmers, who roughly account for two-
thirds of all farmers in the country. The rural development
program 1s made up of several elements, including: (a) the
regularizaetion of land ownership; (b) the provision of
infrastructure facilities, i.e. roads, schools, water, etc.;
(¢) credit and (d) technical assistence. Each of these
elements 1s essentlal, and the loan finance 1s directed to
the last element. A recent loan to Paname by A.I.D. for a
rurel cadastral survey and natural resources inventory, is
directed to the first element.

A second prime aim of the rural development program 1is to
increase the avallaebility of beef and milk in Panams, and a
portion of the loan ($940,000) will be relent to serve the
needs of the small livestock farmer.

Thus, the activity of the loan 1s specifically directed to the
subsistence farmer within the priority development areas and
to the small livestock farmer, both within and outside of the
priority aress.

BACKGROUND OF THE ACTIVITY

In previous years the United States hes eided the research
and extension service in Panama, and the service has been
brought to a point where the dissemination of knowledge more
than the development of research 1s a prerequisite to rural
progress. Obstacles to the dissemination of knowledge have
been varied, but chief among these is the lack of funds and
facilities by the Ministry of Agriculture for the new
priority rural development areas of Panama. To remedy this
lack the Ministry submitted a loan application to A.I.D. in
October 1963, to finance new facilities, but consideration of
the loan was postponed by the disruption of diplomatic relations
in January 1964,
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With the resumption of diplomatic relations last April and

a gradual easing of tensions between Panama and the United
States, consideration of the rural development loan applica-
tion was renevwed. President-elect Robles, who was carried to
victory by the rurel areas of the country (offsetting his
electoral weakness in the urban centers), has pledged himself
to & dynamic program of rural development. He has exyressed
the hope thet a loan agreement be accomplished on the day of
his inauguration, October 1.

EXIMBANK INTEREST: Eximbenk officially confirmed on
Ceptember 29, 1904, thnt it 1s not interested in thls proiect.

MISSION VIEWS: Since this Progrem is top priority in the
TPlan Robles," also since increased agricultural production
and rural security are such important goals, the Country Team
strongly recommends approval of this loan.

STATUTORY CRITERIA: All statutory criteria heve been or will
be met. (See ANNTX K.)

PROBLEM:

The activities specifically related to the six development
areas, covered in items @ and b of section L above, are intended
to provide the facilities for technical assistance to farmers

as component parts of integrated rural development programs in
the areas. The areas selected are now in varying stages of
development. While the Alanje area 1s already relatively well
developed; for example, others are only sparsely settled and
lack basic facilities sugch as roads, water, etc. It is

intended that the technical assistance fetilities for the six
areas financed under this loan shall be accompanied by parallel
development in lend settlement and ownership, basic infrastructure
and credit facilities, and that implementation of this project
for any given area shall not be initiated until there is
satisfactory evidence that the concomitant facilities will

be forthcoming on a timely basis. A specilal condition precedent
ie recommended to cover ‘this matter.
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RECOMMENDATIONS: Authorization of a loan in the amount of

R to the Government of Panama, with loan proceeds to

be made aveilsble to the Ministry of Agriculture, Commerce and
Industries, subject to terms and conditions as described below:

A.

Interest and Teims of Repayment. Borrower shall repay the
loan to A.I.D. in United States dollars within forty (LO)
years from the first disbursement under tle loan, including
a grace period of not to exceed ten (10) years. Borrower
shall pay to A.I.D. in United States dollars on the
disbursed balance of the loan interest of three-quarters

of one (3/4 of 1) percent per annum during the

grace period and two (2) percent per annum thereafter.

Other Terms and Conditions:

(a) Equipment, meterials anu services (except marine
insurance and technical assistar.ce services) financed
under the loan shall be procured from the United States
of America or Panama.

(b) United States dollars utilized under the loan to
finance local costs shall be mede available to the
Borrower or its designee through appropriate procedures
and shall be used only for procurement in the United
States (excepting marine insurance).

(c) Prior to first disbursement for costs of Extension
Services in each of the six geographic areas,
Borrower shall furnish to A.I.D. a time-phased
analysis of its entire rural development program
for the area concerned, including a schedule for the
carrying out of activities complementary to this
loan, including land settlement, road and water
development, agricultural credit, and other required
activities, together with a plan for timely financing
and implementation of such scheduled activities.
Except as A.I.D. may otherwise agree in writing,
adherence to such schedule and plan shall constitute
a continuing condition to disbursement for costs
of Extension Services.
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Prior to first disbursement for costs of Diviss,
Borrower shall furnish assurances that necessary
rehabilitation of certain buildings at Divisa

will be underteken by Borrower with resources other
than the proceeds of this loan.

Prccedures and terms and conditions on which
Agriculturel Credit is made available shall be sub-
Ject to the approvel of A.I.D.

Except as A.I.D. may otherwise agree in writing,
income to the Borrower generasted through the use of
loan proceeds shall be utilizqd solely for purposes
of the Project. )

A.I.D. shall have the right to approve all construc-
tion sites for the Project.

Borrower shall provide adequate resources to complete
the Project, and such resources as are required to
carry out the activities contemplated after disburse-
ment of loan proceeds.

Borrower shall covenant to provide an effective
coordination of rural development actlvities in
Panama through such organizational changes in
Borrower as may be deemed necessary by Borrower and
A.1.D. on the besls of agreement between them.
Borrower shell report to A.I.D. no later than one
year following signature of the Loan Agreement, on
its progress in carrying out such measures.

Borrower shall covenant to conduct with A.I.D.
a critical review of its agricultural price support
policies and procedures.

The loan shall be subject to such other terms and
conditions as A.I.D. may deem advisable.
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Lcan Team:
Lyall E. Peterson, Rural Development Officer, US AID/Mexico
Jarvis Miller, Acting Rural Development Officer, US AID/Argentina
Charles Seckinger, Rural Development Officer, US AID/Colombia
Alfredo Enriquez, Extension Advisor, US AID/Guatemala
Haerold Feldt, Chief Engineer, ROCAP/Guatemala
George Grande, Development Loan Advisor, ROCAP/Guatemala

AID/W Project Committee:
Robert T. Murphy: LA/CD(%
Peter Hornbostel:LA/GC (vt

Alexender Lipsman, LA/PAN 7%,
Anne R. McClelland:LA/PAN

C}dﬂh\—/
F411f V. Miller:LA/ID Z’%

Virgil C. Peterson, LA/IT

Drafted by: Harold Feldt/Jarvis Miller/George Grande/ARMcCgelland/
RTMurphy, et al.
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A. HISTORY AND BACXGROUND

Over the pest year and & half, Panamanien minietries end
agencies have collaborated with the National Planning Department
to develop an over-all progrem for Penama's development, with
particular emphasis on the rural sector, and to determine its
implications in terms of GOP budget adjustments and requirements
for external financing. As a major part of this process, nine
GOP agencies have worked together in spelling out the objectives,
targets and requirements for an "integrated program of rural
development, concentrated in priority areas."

When the Cooperative Agricultural Service was phased into
the Ministry of Agriculture, planning for a coordinated rural
development program begen. It was decided to concentrate
avallable resources in priority areas. A series of meetings were
held and all public and autonomous agencies concerned with rural
progrems participated. Six priority areas were selected, and
each agency angid to direct its efforte in a coordinsted menner
to these areas./l The areas selected cover some 577,000 hLectares
of which 53% are classified as "agricultural lands." About 23,000
families occupy these lands and the value of their agricultural
production in 1961 was estimated at $12,000,000. It is hoped
to double this production value by 1969 through the above-
described process of integrated rural development.

More recently, President-elect Robles has indicated that
he intends to give top priority to the program of coordinated rural
development, and that he is prepgred to mobilize the resources
necessary to make it successful.zg

/1 - See Annex I (Map)

[g - See the "Plan Robles," Annex A
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The whole package of rural development includes several
major interrelated elements - all of which muet be planned and
activated in order to achieve the impact which the next Adminigtra-
tion 18 seeking. Briefly, these elements are described as follovs:[l

1. Basgic Studies

This work 1s being directed by the Comision de Reforma
Agraria (CRA) under the leadership of the highly respected
Sr. Porfirio Gomez. It will include aserial photography, map meking
and verious studies to serve a multiplicity of purposes for all
other interested agencies. A major feature will be the cadestral
survey, covering nearly 9 million ascres and most of the rural
populetion. This survey will delineate, mep and identify all
individuel properties. Thus, it will provide a basis for sale
of lends, for adjudicetion of titles and for land value eppraisels,
on which to bese tax reforms. Other studies or inventories of
soils, water resources, forests and minersls will provide a basis
for adjustments in land use and ownership, for conservation of
natural resources, for wise exploitation of forests and minersls,
for irrigetion and dreinege projects, etc.

Comment: This element appears to be adequately
financed for the next few years. Some time ago, the map making
facilities of the Direccion de Certogrefis were improved by a
$1,000,000 A.I.D. Grant. More recently a $2,400,000 A.I.D. loan
wag approved, to help finarce the above-described work. CRA, &8 an
autonomous agency (of which the Minister of Agriculture is
President of the Board) plens & budget of $895,000 for 1965 (exclud-
ing loan funds) and this emount should increase in future years,
as revenues increase.

CRA expects to establish 12,000 titles in the six
priority ereas in the course of the next two years.

[l - The Loan Team:Comments, shown below,are for information only.
Recommendations made by the Team do not represent decisions
made by A.I.D.
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2. Transportation and Pover

The importance of roasds and elsctrification in any com-
prehensive rural development program dnes not require elaboration.
Panama is vell advanced in 1ts program to provide the major
national networks of roads and electricity facilities. Responsi-
bility within the GOP for these programs is vested in Ceminos,
Aeropuertos y Muelles (CAM), a part of the Ministerlo de Obras
Publicas (for roads) and in the Instituto de Recursos
Hidreulicos y Eiectrificacion (IRHE), with respect to electrifice-
tion. Extension of these facilitles into the various high
priority rural areas has begun but much of the total job remeins
to be accomplished.

The national investment calculations show $16,326,000
on road building for the 2 years of 1965 and 1966, and $5,752,000
on electric power development for the seme period; including
relatively minor shares for the rural areas in question.

Comments: It is concluded, therefore, that further
studies for penetration and feeder roads within the development
areas are required on an urgent basis. These studies may be
financed from a part of the $2,000,000 A.I.D. loan for feasibility
studies.

The problem of electric power is one of rural electrifi-
cation; it appears that A.I.D. should meke use of its contract with
the National Rural Electric Cooperative Association (NRECA) in
Weshington. Under terms of this contract a task order should be
issued to NRECA, calling for a series of consultants to work
with IRHE officimels in Panama in planning and scheduling the
solution to this problem, in adequate detail. Although the
organization of rural electric cooperatives may be a feature of
this study, it should be secondary to the more general question
of producing power and getting it to the farmer.
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3. Land Reclamation and Improvement

In all of the selected areas there are certain major
improvements to be mede -that are normally beyond the powers of
individuel farmers. These include such public worke or lerge
scale operations as irrigation and Arainage, land clearing, soil
and forest conservation measures, etc.

Comments: Much of the basic data needed to carry out
such improvements is expected to be collected under the Rural
Cadastre and Natural Resource Survey project. Specific additional
studies required cen be financed under the recently authorized
Feasibility Studies loan.

L. pgricultural Development Services

This element covers what also might be described, for
the most part, as the technical assistance inputs of the rural
development program. It relates to the education of agricultural
technicians, short course tralning of farmers, in-service training,
applied research with emphaslis on farm management problems,
extension and information services, speclal crop or livestock
cempaigne, etc. The training and research components are already
being carried out in the National Agricultural School and
Experimental Station et Divisa. The extension component 1is
addressed in the subject project.

The new Minister of Agriculture, Ruben Carles, will
actually control the three agencies of most vital importance to
this program. These are the Ministry (MACI), the Agrarisn Reform
Agency (CRA), and IFE, the National Agricultural Credit Agency.
It is planned to increese and improve the technical staffs of
these three agencles and to coordinate thelr activities so as to
achieve good team work and concerntration of efforts.

5. Agricultural Credit

Instituto de Fomento Economico (IFE) is the GOP agency
with major responsibility for agricultural credit. An autonomous
institution created in 1953, it has recently undergone meJjor
reorganizetion with technicel essistence provided by the IDB in con-
nection with its $2.9 miliion loan signed in 1962.
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IFE's basic resources are land properties allocated to
it at the time of its establishment. It has alro received
periodic appropriation in the national budget. Credit operations
in 1964 are expected to total about $2.5 million, financed in pert
vith the proceeds of the $2.9 million IDB loan. (Initiel
disbursement of the lcan, which is for fixed capital, was delayed
pending the reorganization of IFE as a condition precedent to
disbursement. With the accomplishment of the required changes in
the spring of 1963, disbursements have been proceeding as
scheduled and as of July 1, 1964, IFE loans out of the IDB loan
proceeds totaled $1.0 million.)

While IFE in recent years has shown a tendency to increase
the number of smell loans to the smaller producers, IFE operations
as a whole tend to be directed toward the larger and better
established producers. Its ability to adequately address the needs
of the very small farmer has been hampered by both the small
farmer ‘s lack of land title and the lack of GCP technical
facilities for supervised credit. With the land settlement and
rural develomment programs now scheduled, the expanding need for,
and the increased capacity to absorb, superviesed credit will in
turn give rj.e to increased needs for loan capital.

Comments: There seems little question that additional
funds will be needed to provide adequate credit facilities for the
six development areas. There still remein of course close to a
$2 miliion undisbursed balance of the IDB loan, and about $700,000
of this are plenned for use in the six areas to meet initial
needs for credit for fixed capital. The present oan will
provide $940,000 for supervised credit for specific purposes for the
smaller livestock producers. Still not provided for, however, are
the supervised loens to crop faurmers and any additional needs of
the smaller livestock producers. Apparently designed to meet this
gap 18 a $1.25 million loan request by IFE now under consideration
for finencing by the Social Progress Trust Fund. The material
presented however is incomplete snd A.I.D. has requested
additicnel informetion from IDB, including clarification of the
relationship of the $1.25 million request (submitted in November
1963) to a proposed epplication for $3.5 million for su_ervised
agricultural credit row being reviewed within Panemaniesn Government
circles. It has also recommended, given the date of the request,
that IDB check with the present Panamanian Government to ensure that
the proposed loan project reflects current GOP planning with
special attention to the credit needs of the six development areas.
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It is also clear thet the technical staff for carrying out
the "supervision" empect of the credit for the six ereas is in need
of both improvement and expansion. Plans are already underway both
for hiring sdditional staff and for better utilizetion of the
resources that do exist by pooling the manpover resources of MACI,
CRA, IFE, end perhaps other agencies, and reessigning the agants
to different areass on & priority besis. In eddition, the subject
loan will provide funds for the technical services of two rural
area development edvisors snd e speclalist in supervigced egricultural
credit.

A.I.D. will eleo study the possibilities for establishing
local credit cooperstives es & channel for loen funds to the
gsmaller farmers, with particuler attention to cooperatives developed
along the production credit essociation formet, utilizing the
formal structure of a credit union. Exploraetion will be mede to
determine the extent to which the facilities and personnel presently
provided from grent funds (Contract AID/ced-236, Task Order No. L)
can be utilized to essess the possitilitiles, end esaist in
establishing such cooperatives.

6., Public Health and Education

There ere three GOP agencies involved here, thet have
planned rurel activities - all of which ere subject to review,
eppreisel and modifications. The Ministerio de Saelud Publice
hese submitted & loen request for $1,098,000 for the construction
of emall public health centers and for well drilling and provision
of water to ruresl communities. At the seme time an eutonomous
agency, Instituto de Acueductos y Alcantarillados Nacional
(IDAANS, has plenned aqueduct systems for rurel communities and
the Ministry of Education has mede plans to meet the need for
rural primery schools.

All of these activities will be reviewed and coordinated
--to achieve more concentretion, to encourage more "self help" and
to determine their priority position in the whole 1ist of public
investments.
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T. 30“!12‘

Rural housing on the small farms generally is inadequate
and substandard. A limited amount of attention has been devoted
to this problem by the Extension Service and IVU (Instituto de
Vivienda y Urbenizacion) through the development of self-help
home improvement practices. However, sdditional study is required.

8. Rural Industries

In the GOP planning to date, very little thought has
been given to this subject with specific refererze to the six
priority areas for rural development. Numerous possibilities
come to mind (food preservation, mixed livestock feeds, handi-
crafts, rice drying and milling, etc.) but there is a need for
further study.

It 1s expected that the new Development Bank (DISA),
supported by a $5,100,000 A.I.D. loan, will cooperate with
respect to this importent element.

9. Community Action

In the preceding description there have been repeated
references to this importent element of community action or "self
help." No particular financial requirement 1s foreseen at this
time, except with reference to other above-described elements.
However, 1t must be recognized that the ultimate success of this
progrem will depend on the ability of various communities or
local groups to help themselves.

The orgenization of cooperatives should be of prime
importance in this process; especlally with respect to electri-
fication, marketing and the use of credit on a group basis.

10. Organization and Management

It is apparent that administrative changes are required
in order to achieve the necessary coordination and tight menage-
ment of this program. The new GOP administration is aware of this
need and is taking necessary steps (See Section H.2).

To facilitate this process a request has already gone
forward to A.I.D. to send in a qualified team that would cooperate
wvith a complementary Panamanian task force in working out the
neressary details.
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B. BORROWER AND EXECUTING AGENCY

1. Borrower

The Government of Panama (GOP).

2. Executing Agency: The Ministry of Agriculture, Commerce
and Industries.

A governmental agency to deal with problems in agriculture
vas established well over fifty years ago &as 2 section of the
Secretariast of esvelopment which later became the Secretariat of
Public Works. Fecognition of the increasing importance of agricul-
ture was given in 1932 with the substitution of the name Secretariat
of Agriculture and Public Works.

In 1936, the agricultural program wes transferred to the
Secretariat of Education the name of which was then changed to
Secretariat of Education and Agriculture.

Four years later a new cabinet department was created with
the main responsibility for developments in the field of agriculture.
The original name of Secretariat of Agriculture and Commerce (created
by law of September 1940) was changed a year later to Ministry of
Agriculture and Commerce. The present name, Ministry of Agriculture,
Commerce and Industries was adopted by Iegislative Decree in June 1945,

The principal purpose of the Ministry of Agriculture, Com-
merce and Industries involves the achievement of two objectlves:
(a) the greatest possible welfare of the farming populetion and the
moet rapid socisl and economic development of the sgricultural sec-
tor to levels comparable with other sectors of the economy; and
(b) the meximum use of natural resources to & level compatible with
their adequate conservetion.

Orgenization charts of the Executive Branch of the Governmenu
and of the Ministry of Agriculture, Commerce end Industries elong with
a 1ist of the top steff members of the Ministry are attached. (See
ANNEX F.)

The agricultural credit portion of this loan will be
administered by MACI, with the Imstituto de Fomento Economico (IFE)
acting as financial agent.
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IFE is an autonomous agency of the GOP created in 1953,
Its most rtant current activities are the granting of losns
to farmers (it is the official egricultural credit agency of the
GOP), the sdministration of the agricultural price support program,
and the rental of agricultural machinery and equipment.
Its resources are derived from interest on loans, income on in-
vestaments and direct support from the GOP. As noted, it presently
has a loan of $2.9 million from the IDB and is requesting another
losn in the amount of $1.25 million.

IFE in 1963 completed a reorganization of its credit
operations with the technical guidance of the IDB. The IDB
states that, while disbursements under its loan lagged behind
schedule during the period of reorganization, they have increased
substantially during 196k,

In the opinion of the survey team, IFE is capable of

performing satisfactorily the operations envisioned under this
loen,
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C.  IHEPROJECT

The projJect consists essentially of providing facilitles
for a more extensive technical assistance program in the under-
developed rural areas in Panama, and providing funds for
supervised credit to livestock producers. A.I.D. loan funds will
be used to cover the costs of needed construction, equipment and
seed, credit for e livestock improvement program, and U.S.
technical advice. The Panamenlan Government is expected to
contribute $6,770,000 for carrying out the extension and related
activities made possible by the project, in the first three
years of the program's operations.

1. Equipment for the National Agricultural School and
Experimental Station at Divisa. $70,000 will be provided to
procure a Caterpillar tractor, dairy and poultry equipment, and
miscellaneous laboratory and shop equipment and instruments
for the school and experimental station at Divisa, the country's
center for agricultural research and training.

2. Extension end other Facilities in the Six Priority
Areas Selected for Intensive Rural Development. The six priority
areas which have been selected for intensive development are:
Alanje, Tonosi, Sante Rita, Sardinilla, Montijo and Toabre
(See Map - Annex I). At the present time, most of these areas
are sparsely settled and cultiveted only in very primitive fashion.
They have been selected as the agricultural areas of Panama having
the most potential for repid development. The U.S. A.I.D. and
the Loan Team concur with the judgment of the GOP that these
are the areas for priority attention. The extension progrem,
of which this loan project is a part, is designed to result in en
extensive increase of production in the areas indicated; the
progrem will also comprise a model which may be extended at a
later date to other agricultural areas which need such assistance.
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The loan vwill finance the following:

(s) Extension centers. Sixteen small office buildings
to be constiructed in the six areas to provide headgquarters and
field offices for the technical assistance activities of the
Ministry, the credit activities of IFE, and the land settlement
activities of the Agrarian Reform Commission. Attached to
these centers will also be six warshouses, repair and mainten-
ance units, and six living-quarter units for bachelor staff.

(b) Bquipment and furnishings for the extension
centers. The purchase of furniture and equipment for the
offices and living quarters, laboratory equipment and apperatus,
and agricultural machinery, equipment and tools, needed to
equip the extension centers; the procurement of automotive
vehicles (jeeps, pickups, etc.) needed forthe field extension
vork; and the purchase of improved seed for testing and dis-
tribution to the farmers as part of the extension activities.

(c) Accessory facilities. The construction of
marketing sheds for collecting, grading and processing needed
in three of the areas; and the procurement of agricultural
machinery and equipment for custom work by MACI personnel in
land preparation and the harvesting of crops.

3. Supervised credit for livestock improvement. The
livestock improvement program will be handled as a relending
operation under the joint administration of IFE and MACI.

The funds will finance the costs to farmers of quality bulls,
artificial insemination, pasture improvement, provisions of
supplementary feed, wells and water tanks. Most of these funds
are expected to be used in the six development areas, but will
also bs availeble for progrems in other pearts of Panama.
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k. Technical assistance. Funds esrmarked for technical
aid vill finance the costs of three United States technicians:
& supervised agriculturel credit specialist to be assigned to
the IFE, vho will concentrate on the development of procedures
and the training of Panamaniang and two generalist rural area
development advisors, vho will work with key Panamanian tech-
nicians in the field.

(Pull descriptive details of project components are
given in Annex B.)

It 1s noted that the Borrower's original application
also included $55,000 for the rehabilitation of physical plant
et Divisa, including work on some twenty-odd buildings; $50,000
for the upgrading of citrus orchards; $40,000 for the establish-
ment and equipping of field experiment stations; and about $160,000
for constructing and equipping family living quarters for GOP
personnel, These items have been deleted either as unsuitable
for A.I.D. financing or as non-essential at this time. Howvever,
inasmuch &s the rehabilitation of the physical plant at Divisa
is essential to the efficient operation of the Pansmanian
extension service, as wvell as the effective utilization of the
A.I.D.-financed equipment to be used at Divisa, A.I.D. will
require as a condition precedent to disbursement of funds under
the locan, that satisfactory evidence be provided that pro-
vision has been mede for the needed repairs and renovations.

" UNCLASSIFIED :
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D. ENGINEERING ANALYSIS

1. Engineering Plen for Execution of Project

Preparation of plens, specifications and bid documents,
anelysis of bids and supervision of conmstruction for buildings to
be provided under the Project will be performed by the Department
of Agricultural Engineering of the Ministry of Agriculture, Com-
merce and Industry. The Department of Agricultural Engineering
has a present total of eighteen technical personnel including
seven engineers, four surveyors, four draftsmen and three essist-
ants. Provisions for two additional engineers are included in the
Department's current budgetary request. Preliminary plens and
specifications are availeble, end construction drawings for the
buildings are presently about fifty percent complete. The Depart-
ment is considered to have the capebility to complete them as
required to conform to the proposed construction schedule. Some
of the engineers ard surveyors now assigned to field offices of
the Department will be utilized for site layout work end super-
vision of construction of the buildings as these services are
required.

Construction of buildings to be provided under the
Project will be by public competitive bids. Qualified contractors
from Pansma and the United States will be eligible to submit bids.
The buildings are of relatively simple single-story type consisting
of Administrative Centeys, Bachelors' Quarters, Werehouses, &nd
Merketing Sheds. These types are similar to housing, school, and
1ight industry construction for which there are presently a
number of competent Panemanian construction firms.

2. Technical Feasibility

The Project will initiate a coordinated rural development
program for Panama with the establishment of six development arees,
one in each of six different provinces.

Statistical and economic analysis of the six areas has
been mede, including population, number of families end farm units,
value and kind of agricultural production, farm input cost, and
net yield to farmers, at present and after completion of the

UNCLASSIFIED



-1k UNCLASSIFIED

project. Information related to topography, soils, hydrography,
climate, roed systems and markets has been investigated and com-
piled for each of the six areas, together with information on
land distribution end tenure. '

The general purpose of the Project is to increase both
total agricultural production and productivity, in terms of yield
per hectare and per person employed. The population active in the
agriculture sector has the lowest rate of economic growth. However,
it 1s the sector of the economy thet shows the greatest absolute
increase of the labor force. In 1960 there was & total of 155,690
persons economicelly active in agriculture, which is 57 percent of
the total labor force in the country. For the six areas involved
in the Project it is cxpected thet et the end of five years the
production will have increased from a present gross v.elue of
$12 million to $22.5 million, en increase of 86 percent, while the
net yield to fermers will increase from a present value of
$2.1 million to $5.8 million, for a net gain of $3.7 million, en
increase of 170 percent.

The Project is essentielly of e service nature and does
not include large construction works. Construction items consist
of service types of buildings end living quarters for bachelors.
(Housing for merried persons is availeble in towns adjacent to the
areas where extension work will be carried on.) Procurement will
include egricultural mechinery and equipment, vehicles, seed,
furniture, office and leboratory equipment. A special credit fund
will provide for financing procurement of high quality bulls
end other livestock improvements. The Project also provides for
technical edvisory assistance for 18 months.

The estimate of cos* for buildings is besed on the unit
cost per square meter of similar type construction.in Panama as
follows: covered areas, $80/M ; open arees, $h0/M2; warehouses and
maerketing shed, covered areas, $60/M . An additional allowance was
included for utility connections to the buildings. Land for the
buildings will be provided by the borrower. Specific sites within
the areas have not yet been selected. A.I.D. will concur in the
building sites before disbursement of funds for construction.

UNCLASSIFIED



-15- UNCLASSIFIED

Detailed equipment lists have been submitted by the
borrover, and equipment costs indicated in the losn paper vere
based on specified unit costs.

The Project requirements in terms of technicel manpover
buildings, equipment and vehicles needed and estimate of costs
regult from review by a Rural Development Advisory Team provided
by A.I.D. to review the Project as presented in the loen applica-
tion of the Government of Panama. The team concluded that suffi-
clent trained staff is available at present to initiate the
program. Additionel trained staff cen be mede availeble to
augment the presently available personnel es required.

Tt is considered that necessary substantive technical
end finencial planning for the Project have been completed and a
reasoneble firm estimate of cost of the Project to the United
States has been obtained, thus complying with the applicable
provisions of FAA Sec. 611.

The cost of no one installetion to be constructed under
the loan will exceed $100,000.
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E. [ECONOMIC ANALYSIS

1. Place of Project in Program

This project 1s a strategic component of Panama's national
development plan., It will contribute substantially to increasing
agricultural productivity and improving the level of living of a
substantial segment of the rural population. The impact will
extend much beyond the agricultural sector ‘in its expected Impact
upon the availability and prices of focd rroducts and by bringing
substantial numbers of rural familivuies into the neational market
economy. g

In the face of slow progress made in rural development in
Panama in recent yeafs and with a shortage of resources, both
financial and.technical, the Government of Paname in 1963 selected
s8ix areas 1in which to initiate a comprehernsive rural area develop=
ment program. The objective is not only %o increase agricultural
production and improve the level of living of the rural family,
but also to demonstrate the effizacy of the approach.

The steﬁs'involved ir tke proposed activity are;
&. Regularization of land ownership.
b. The application of technical assistance and credit.,

¢. The development of necessary support services =
transportation, marketing, education, and public
health.

This integrated approach, it 1s estimated, will result
in a doubling of agricultural and livestock production in the
rilot areas in five years.

Previous programs of the Government of Panama and AID
have laid the groundwork for this activity, Programs in
agricultural extension, rarticipant treiring, agriculwural
education and agricultural research have developed a group of
capable technicians who are in a position to assist in this
activity. The AID-IERD road program has developed major

70 . UNCLASSIFIEL


http:NCLAS$s:.I.EL

-17- UNCLASSIFIED

access roads for the areas selected for intensive development
activity. Tre IDB agricultural credit activities have made
available funds for lending end assisted in reorganizetion of
the major agricultural credit agency. The A.I.D. loan for a
rurael cedastral and natural resources survey will contribute
valuable informetion for purposes of establisliing property
rigrts and plerning. Toe A.I.D, loan esuthorized for feesibility
studies will make available resources for plenning development
activities in vital segmerts of tle rural development program,
particularly in feeder roeds, irrigation, and agricultural
marketing.

The present loan will provide the finencing for:

a. Improvement of facilities for research, vocatioral
training and adult education.

b. Providing necessary facilities and equipment for
tre activities of ti.e key goverrment agencies WOTrK=-
ing in the six priorit, areas.

c. A revolving fund for firancing key inputs required
in livestock improvement.

d. Technical assistance in rurel area development.

2. Project's Contribution to Cowntry’'s Economic Levelopment

This project will enable the Ministry of Agricultrre
to provide the required technical supporting services for tle rural
area development project. The assistance maede availeble will be
used to construct and equip the extension arnd regearch facilities
required for this purpose; to provide a revolving furd for the
provision of credit for gtrategic development inputs; and
to provide the necessary external tectnical assistance reqguired for
the initiation of this activity. This assistance will complement
the efforts of the Ministry and enable it to carry out suvecessfully
its mission.
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3. Program Background

Panama's gross national product has been increasing by over
5 percent annually over the past decade; i4s per capita GNP, by
somewhat less than 2.5 percert. In the past five or six years, the
trend has been even higher, reflecting an average annual per capita
increase of over 3 percent. In absolute terms, per capital output
in 1962 was valued at about $450, putting Panema at a level well
above the countries of Central America.

Overall growth statistics, however, obscure the fact that
income is in large measure at a subsistence level. The gap between
the urban areas and the rural areas has widened over the last decade.
Agriculture, while growing absolutely, lagged behind the other wmajor
sectors. An increase of 42 percent in agricultural output compares
unfavorably with other major sectors (industry, commerce and
services), which achieved increases which amounted on an average to
nearly 55 percent. About one-half of Panama's population derives
its livelihood from agriculture and this one-half of the population
continues to receive about one-fourth of the national income.

The expansion of the economy over the last decade has been
the result of rapidly increasing invisible income from the Canal
and inputs of foreign capital. The availability of income from
the Canal and the inflow of foreign capital have dminished the
incentive to mobilize domestic resources for investment, both
government and private. Easy access to investment abroad and to
foreign exchange to finance imports, combined with the uneconomic
size of the Panama market, have reduced the incentive to develop
domestic industry. In the government sector, Panama's mobilization
of tax revenues has remained significantly unchanged over the last
decade. Receipts from taxes as a percent of the national income
amounted to 11.1 percent in 1951 and to 1ll.7 percent in 1961. The
limitations of the tax structure include exemption of taxes on
interest and dividends and on income originating abroad, low
income tax rates and modest real estate taxes plus inadequate tax
enforcenept and assessment measures.

To. help achieve mor~ bmlancedl growth, it would be desir-

able to mobilize Panama's domestic resources for domestic investment
and try to turn Panama more towards Central America and the common
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market. Panama, by virtue of customs duties and import quotas end
its higher standard of living, has built up an internal cost
structure which it believes is too high for effective competition
with the countries of Central America. On the other hend, Panama,
1ike the countries of Central Americs, camot grow sufficiently by
reliance on the home market end for the saske of its own longer
term development should associate itself with the Centrel America
Common Market.

Within the context of the foregoing, U.S. asslstance 1s
directed toward the following gosls: (a) agrarian reform and
rural development, to bring into the national economy the rural
half of the population which 1s now of little or no economic
importance; (b) the growth of Penamenian domestic industry, egein
to broeden the base of the economy, reduce reliance on imports,
end provide a vehicle for channeling more domestlic investment
in Paneme; (c) the development of Panemanian credit institutions
to accelerate agricultural development, industrialization and
housing, and to help mobilize domestic resources through the stimu-
letion of privete investment; (d) e broad progrem of fiscal and
tax reform end the improvement of menpower skille end adminilstra-
tive practices, both government and private, to provide the
resources necessary to support the desired development.

4, Panema - Current Economic Situation

Between 1945 and 1960, the Panamenien economy underwent
importent structural changes. The military deactivation of the
Cenel Zone at the close of the Second World Wer wes an important
cause leading to an absolute contraction in the GDP, per caplta
income and employment level. As a result of these structural
transformations, what had emounted practically to overemployment
between 1944 and 1947 det-riorated to the extent that by 1950
8% of the economically active population was unemployed. After
1950, the urban commercial features characterlzing the national
economy became accentuated. The active population employed in
commerce, transport, warehousing, communicaetions and services
increased from 26% in 1950 to 29% in 1960; in other words,
contractions occurred in the employment level for agriculture
and the Cenal Zone, which were reflected in employmer: increases
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in commerce end services and a rise in the unemployment level
from 8% in 1950 to 9.4% in 1960. In 1962, the per capita

GDP of Paname was 4b4 balboas (1950 value) the highest figure in
Central Americe and more than double the regionel average.

During the 1950-1960 period, the country recorded the highest
growth rate in the region (4.6%), which continued to rise, to
8.1%)in 1961 and to 9.7% in 1962 (both rates computed on previous
year).

This accelerated growth is largely due to the import and
re-export trade of the Colon Free Zone, sales to the Canal Zone
of goods and services, and to direct foreign investment in planta-
tion farming (bananas, citrus fruits, oil palm), as well as to
activities linked to the Canal economy; for example, the construction
of a large petroleum refinery. The dynamic activity of the con-
struction industry has also been & decisive factor in such expen-
sion. Noteworthy among these activities have been the construction
of & modern hotel, the Br:dge of the America, the IVU housing
developments, etc. Hovever, the growth figures conceeal certain
structural problems, including the spiraling development of
the constructlon industry and the rather modest growth of agri-
culture with industry as a whole exhibiting intermediate growth.
As a result, only 34% of the Panamanian GDP is generated by com-
modity producing sectors, while commerce, banking, housing
ownership, public administration and service generate 48% of the
CDP. Gross investment in Penama in 1955 was 9.9 of GDP and
15.7% in 1961. Construction absorbed most of the total investment;
in 1955, this sector accounted for 68% and in 1960, 69% of the totel.
The purchase of capital goods represented only 3.2% of GDP in

1955 and k,9% in 1961.

Agricultural productivity in Panama is very low; the
47% of the active population engaged in agriculture accounted
for 23% of the GDP in 1960. This limited development is due to
the grade of land, the structure of rural ownership as
characterized by dwarf holdings and the farmer's lack of owner-
ship deeds. A large part of the rural population is nomadic,
with a two-year cycle of migration that diminishes or annuls
agricultural expansion in the alternate years. In addition, there
is & substantial flow of migrants in quest of better lands.
Forty-six percent (46%) of existing farms are less than five
hectares in size, and 51% are occupied by deedless farmers.
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The influence of these factors is reflected in the scant use of
credit and the failure to increase unit production. Furthermore,
the structure »f marketing systems, the price-support policy and
the lack of financial assistance adversely affect this sector of
the economy. The limited development of agriculture prevents it
from satisfying domestic consumer needs and 1eads to the importa-
tion of locally producible commodities.

Panamanian industry is poorly developed and is concentrated
in the vicinity of the capital. According to the 1960 Census,
there were 792 industrial enterprises, chiefly engaged in the
production of foodstuffs, beverages and apparel. New industries
have been established since 1956 to manufacture polyethylene,
batteries, vegetable oile, sanitary eppliences, windows,etc.

The market is limited by the smell population end the concentra-
tion of income in tkhe hands of urban consumers with a marked
propensity to consume imported goods. Electric power generation
hes risen substantially from 147 KWH ennually per capita in 1952
to 225 KWH in 1959. However, the ratio of installed capacity
(58 watts per capite) to output indicates limited utilization of
the output.

Puname has no monetary authority or autonomous monetary
system. Under the agreement signed with the United States Govern-
ment in 1904, Pename undertook to maintain the value of
Panamanian currency, denomineted in balboas, on & par with the dol-
lar and to limit its currency issues of silver coinage. The
Panamenian monetery system functions as part of the United States
system. Between 1955 and 1961, credit to the private sector
more than doubled;contractions in foreign assets and increases
in sight end savings deposits partially finenced this increase,
but the credit expansion has not been significently oriented
towards the development of production.

The central government budget includes revenue from State
monopolies, public utilities services, the national lottery, the
hippodrome and the casino, as well as tex receipts. Between 1955
end 1962, current government recelpts rose by close to 50%, while
total expenditures went up by nearly 70%. Service on the public
debt climbed from 7.4 million balboas in 1955 to 16.4 million
in 1961, or more than 100%. 1In 1962, such service absorbed
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9.5 million balboas, or 14% of ordinary revenue. Total expenditures
vere drawn from ordinary resources and from loan proceeds. The
deficit for the 1955-61 period exceeds 61 million balboas.

Between 1961 and 1962, the value of exports rose from
$30.3 million to $48.0 million reflecting mainly exports of
petroleum products from the newly established refinery. In
previous years exports hed averaged about $30.0 million with
Lananes accounting for about 60%, and shrimp, 15-20%, of the
total. Panema's balance of payments is characterized by a large
deficit in merchandise trade, offset by receipts from the Canal
Zone, tourism end the inflow of foreign capital. Loans received
by the public sector have been an important factor in financing a
vortion of the balance-of-trade deficit in recent years.

5. Panama - Foreign Debt and Debt Service Capacity

Panama's public debt has risen rapidly in the past few
years, and further increases are expected as a result of the fin-
ancing of the development program. The OAS Committee of Nine
has estimated that if the program it has recommended for 1964-66
is carried out, the external debt would increase from $85.1
million at the end of 1964 to $110.8 million at the end of 1966,
and the internal debt (excluding the floating debt) from $74.8
million te $87.3 million. It further estimates that the serviecing
of exterral debt would not exceed 4.2% of the receipts from
exports of goods and services in any of these years, and that the
servicing of the total debt would take about 11.0% of estimated
total current revenues of the public sector, and about 3.0% of
the gross domestic product. It should be noted, however, that
the OAS estimates of government revenue are projected on the
basis of increases in tax rates and improved tax administration
and enforcement. The incoming Robles administration has
announced its intention to begin these reforms immediately after
taking office, and to limit ordinary expenditures to current
ordinary receipts.
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F. FINANCIAL ARALYSIS

1. Financial Plan

The Nationel Planning Commission of the GOP has reviewed
thie activity and given it top priority from the standpoint of
need and GOP repayment capacity.

A.I.D. funds in the amount of some $1,500,000 will be used
for the foreign exchange coste of procurement of U.S. equipment,
materials, vehicles and contractual services required in the
execution of the project, and some $300,000 will be used for local
costs for the project. A breekdown of the $2,400,000 A.I.D. loen
as to local and foreign exchange costs is given below:

PANAMA--RURAL DEVELOPMENT PROGRAM

Loan Fundx Breakdown

Foreign
Exchange Locel Total
Items Costs Costs Loan
Building Construction $ 42,500 $ 382,500 $ 425,000
Diviea
Equipment 65,000 5,000 70,000
Area Facilities--office furn.
& equip., lab. equip,
ag. equip., etc. 304,000 16,000 320,000
Vehicles 215,000 - 215,000
Ag.machinery & equip. for
custom work; seed 195,000 5,000 200,000
Livestock Improvement _
Bulle - purchase 300,000 180,000 480,000
Pasture Imp. & Feeding 50,000 110,000 160, 000
Water Facilities 100,000 200,000 300,000
Technical Assistance 125,000 - 125,000
Subtotal 51,'39%,5'00 $ 868,500 $2,295,000
Contingency 100,000
Grand Total 2 95!000
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2. Action by Eximbank and International Institutions

Eximbank o6fficislly confirmed on September 29, 1964,
that it is not interested in this project.
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G. IMPACT ON U. S. ECONOMY

1. Source/Orig}g and Procurement of Goods and Services

Procurement of goods &and services under this loan is
restricted to Paname and the United States.

2, Competition with Private Enterprise

The project will not compete with U. S. private enterprise.

3., Effect on U.S. Economy

Such impact as thie loen will have on the U.S. economy
and balance of payments will be favorable, Items to be procured
from the United States under the loan will react favorably on the
U.S. balance of payments. In addition, to the extent that GOP
revenues are increcsed ns ' result of this project, additional trade
with and procurement from the United States should be brought about.
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H. IMPLEMENTATION PLAN

Major responsibility for the new Rural Development Progrem is
being centralized by GOP President Robles into the next Minister
of Agriculture, Sr. Ruben Carles. Sr. Carles 1s a career employee
of the Chase Manhattan Baitk, on leave to accept thils important GOP
post, and he 1s generally esteemed as being competent, honest,
dynamic, and extremely anxious to make a good record. He is an
economist by treining and is a professor of economics at the
Netional University. 1In lis work with the Chase Manhattan Bank,
he has participated in the development and operation of a unique
livestock credit lending progrem which has been quite successful.
This has provided him with an excellent insight into the problems
of rural development In Panama. 1n considering implementation it
is noteworthy that the Minister of Agriculture also presides over
the boards of IFE (National Agriculture Credit Institute) and CRA
(Agrarian Reform Commission), and these three agencies (MACI, IFE
and CRA) will constitute the bulwark of the new rural development
program.

President-elect Robles has indicated that thils program nas
high priority anda a strong determinetion to take whatever steps
are necessary, in order to effectuare proper coordination with
tue several other GOP agencies (Ministries of Public Health and
Education, Housing Institute, Water Resources and Electrification
Institute, National Highway Department, etc.) that have a steke
1 +his Program. (See Annex A.)

1. Technical Advisor; Services

This loan provides for needed forelgn technical
assistance, i.e. three advisors for 18 months each who will be
recruited and contracted within three to four months from the date
of signing the loan.

us AID/Panama now plans to maintaln a Rural Development
staff of five direct-hire technicians, whose major function will
be that of facilitating and monitoring this Program, including
previous loans (such as the $2.4 million for cadastral surveys) and
possibly such future loans relating directly to this activity in
the six priority areas as public health centers, Jeeder road build-
ing, rural electrification, etc.
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2. Orgenization and Planning

A number of activities are contempleted under thie subject,
which should be completed in the course of the flrst three months
after signing the loan.

a. Government Orgenization and Coordination

A GOP request has been trensmitted to AID/W for a
gpecial team, to spend about one month in Paneme, to advise the
Minister of Agriculture on organizational and administrative
changes, with a particular view to facilitating implementation
of the rural development program. Recruitment and arrival of this
teem is quite urgent since the questions of reorganization and
coordination are high on the GOP's list of priority actions to be
teken. The GOP is especially enxious to create an administrative
mechenism to streamline and expedite the numerous details involved
with disbursements, procurement, construction, recruitment, etc.

b. Preparation of Building Plans and Specifications

The Ministry of Agriculture has been engaged in the
preliminaries of this taesk during the past two years. Preliminary
plens and specifications exemined by the Loan Teem satisfy FAA 611.
The plans and specifications required for blds on construction con-
tracte are scheduledfor completion by Jenuary 19€5.

c. Preparation of Furniture, Equipment and Supplies Lists

As with the preceding tesk, much of the preliminary
work has already been done by MACI and finel liste, edequate for
procurement, will be completed before January 1965. Preparation
of equipment lists 1s, however, well advenced and date presented
to the Loan Team are adequate for purposes of FAA 611.

d. Preparation of Plens and Projects for Integrated
Rural Development

MACI, IFE end CRA, in cooperation with other GOP
agencies and with US AID advisory assistance will pla“e special
emphasis on this task during the last quarter of 1964, This will
include:
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A more detailed scheduling of the work by CRA, in
the Bix areass, with respect to cadastral and
natural resource surveys, delineation and sale of
properties, title adjudication, etc. The A.I.D.
Loan Team was given specific assurances by both the
incoming Minister of Agriculture and the Director
of CRA that the CRA program of title adjudication,
natural resource inventory and cadastral work would
be conducted so as to mesh with the requirements of
the Agricultural Development Support Program being
financed by this loan.

A detailed realistic estimate of credit requirements
in the six areas, geared to the schedules developed
by CRA and the needs for credit by farmers, and plans
t0 meet these requirements; and a review by the GOP
of 1ts present and prospective loan agreements with
IDB, with a view to providing effective service of
the credit needs.

Provision for improved utilization of the manpower
resources for supervision of credit available in MACI,
CRA, and IFE. (The Minister of Agriculture will
request short-term advisors from A.I.D. and/or IDB

to assist in preparing the necessary new regulations
and operating procedures.)

Detailed action programs for MACI for research and
extension activities with respect to the wvarious
agriculturel enterprises in the six priority areas.
These plans, in turn, must be coordinated with those
of CRA and IFE.

Detailed plans by the other agencies (feeder roads,
schools, health centers, public water supply, housing,
rural electrification, etc.), again with relation to
the work of MACI, IFE and CRA in the six priority
areas.
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(6) Detailed schedules for recruitments and/or
transfers and training of technical and supporting
personnel in accordence with above described work
plans.

3. Planning for Feasibility Studies

A number of ectivities cannot be initiated on an adequste
scale until regular feasibility studies are mede, with financing out
of the $2,000,000 feawsibility loar by A.I.D., and other sources.
Plans must be made and contracts let for the following studies:

a. Plans for construction and maintenance of an
adequate "feeder'road system in each priority area.

b. A plan for construction or provision of adequate
marketing facilities and services, with particular
reference to the six areas but including needs for
facilities in Paname City and other marketing centers;
also including export market outlooks.

¢, More deteiled studies on the feasibility of various
proposed irrigation/drainage pro jects.

d. Studies of rural electrificetion in the priority
rural areas.

L. Staffing
a, Panemenien Technicel Staff

Statfing requirements of MACI, CRA and IFE have been
carefully analyzed by these agencies, as summarized in the follow-
ing table:
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PERSONNEL AND RELATED OF:RATING COSTS OF MACI, CRA and IFE

with direct reference to

Rural Development Program in Panama

First Year Second Year Fourth Year

Requirements Agency 1965 1966 1968
No. No. No.

A. Department heads and various subject matter specialists who plan and
supervise various project activities -

1. Progrem & Planning MACI 5 5 6
2. Animal Sciences " 36 Lo 59
3. Plant Sciences " 28 31 53
L, Ag. Economists " 13 16 26
5. Ag. Engineering " 11 1k 16
6. Nat'l Extension Service " 12 13 15
T. Agrarian Reform Super-

visors & Surveyors CRA 25 27 33
8. Ag. Credit Supervision IFE 17 17 20

B. Area Development Staff assigned to various field offices, with
emphasis on six priority areas -

1. Area Coordinators &nd

Admin. Assistants MACI 6 12 12
2. Ag. Credit Agents IFE 23 26 30
3. Land Settlement Agents CRA 6 6 8

i, Extension agents, rural
youth & home improve-

ment agents MACI 112 120 126
TOTALS 204 329 LOL4
C. Salary Costs § 896,700 §1,000,000  $1,260,800

D. Other Estimated Operating

Costs at 125% of Technician
- _Salaries $1,120,900 $1,255,000 $1,576,000
E. Total GOP Costs $2,017,600  $2,259,000 $2,836, 800

F. Estimated GOP Contribution - for 3 years of 1965, 66 & 67 ---- $6,777,000

e UNCLASSIFIED :*!



-31- UNCLASSIFIED

Staffing patterns for the rural development program
vwere submitted to the Loan Team and are considered satisfactory.
The Loan Team has also been satisfied that sufficient trained
rersonnel can be avallable to staff the program.

The necessary reassignments, transfers and new
recruitments and training courses will be orgunized in accordance
vith plens described above under "Organization and Planning."

b. Forelgn Advisors

U.S. and other foreign aedvisors will be provided as
described above under "Technical Assistence." The A.I.D. direct-
hire staff for rural development end the three contract consilterits
to be financed from this loan will be required on an urgent besis.
Coneideration also should be given to the financing of a Land-
Grant College “vatract to provide necessary technical backstopping
in agriculturel education, research and extension for the longer
term.

5. construction Schedules

(See Engineering Analysis.)

Construction contracts will be let beginning in the first
months of 1965.

6. Procurement

A special administrative office will be used to recelve
loan funds and to handle all details with relation to the purchases
or procurement of furniture, office equipment and supplies,
laboratory equipment, vehicles, agricultural mechinery and equip-
ment, seeds, frozen semen and miscellaneous supplies. One such
office already éxists, in CRA, with authority to handle this pro-
curement function, free of normel government restrictions and red
tape. The "organization" study, described above, should result in
e new administrative set up to serve MACI, with authority similar
to thet already granted to CRA.

The schedule on procurements will coincide closely with
the construction schedules.
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T. §Epervised Livestock Credit

It is enticipaeted that the livestock credit recommended in
this paper will be disbursed through IFE, which will handle the
banking aspects, pursuvent to farm plens worked out and suvpervised
by Ministry of Agricultural technicians. The possibility for esteb-
lishing producer credit associations as an intermediary channel
between IFE and the ultimate borrower will also be explored.

With respect to the supervision aspect of the credit, there
are already capable Panamanian techniclans located in the field
who can be made immedlately availeble for transfer to the project.
Advisory U.S. services will be provided by US AID personnel
and the three U. S. experts proposed for financing under the loan.

* ¥ K O X ¥

The diffuse nature of the project, as well as the geographic
dispersity of its physical elements, will consume considerably more
man-hours than more usual loan projects. As noted, the US AID
plans t» have adequate staff for this purpose. The US AID feels
that the priority nature of this project adequately Justifiles this
additional cost input from A.I.D.
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I. PROBLEM

1. The rural development program being financed through this
loan is & part of a complex of Iinterrelated rural development
activities. These activities include construction of feeder roads,
vater supply facilities, land titling (a necessary precursor to
agricultural credit), provision of sufficient agriculturel credit,
provision of health facilities, etc.

A.I.D. is convinced that necessary parallel developments
can be conducted in the six areas at a pace which will allow
effective utilization of this loen. However, as provided by a
condition precedent recommended, A.I.D. will not be prepared to
disburse funds for use in any one area until such time as the GOP
hae presented satisfactory evidence that the other development
projects in that area actually will be implemented in timely fashion
to meet the needs of the present project.

Projects which are closely related to the present project
are as follows:

Feeder Roads

Principal rosds already exist leading into all the
geogrephic areas to be developed under this loan proiect. However,
the essential feeder roads which are necessary for adequate de-
velopment are lacking in some of the esreas. The Government of
Panama plans to provide the necessary roads. Specifically, an
early use planned by the GOP for the A.I.D. Feasibility Loean will
be the financing of feasibility studies for feeder roads.

Agricultural Credit

Agricultural credit is absolutely essential to rural
development. Through funds supplied by a recent IDB loan of
$2.9 million, IFE still has approximately $2 million undisbursed.
These funds will provide needed fixed egricultural capital in the
six areas for approximately a two to three-year period. In addition,
the IDB is presently considering e loan to IFE for provision of
vworking and fixed cepital to farmers, in the amount of $1.25 mil-
lion.
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The IDS has indicated to A.I.D., beth through their
field representative in Panama, as well as through the head office
in Washington, that the Bank will be prepared to consider further
lending to Patama for agricultural purposes. It should also be
pointed out that A.I.D. may be prepared to consider lending to
Panama for agricultural credit.

Water Development

Farmers already living in the six areas have, of course,
already developed water sources in elemental fashion. Therefore,
further immediate development of water resources is not a
sine qua non of the present project. However, there 1s a tremendous
amount of work to be done in the field of further rural water
resource development, and as noted the GOP is presently formulating
plans through IDAAN and Salud Publica for such development.

Cadastral Survey

Normally, land title 1s a prerequisite to the granting of
agricultural credit by any lending institution. The cadastral
survey work presently being carried out in Panama will produce clear
land titles in the six areas. In the meantime, however, CRA is
issuing to farmers who do not yet possess title, a provisional
document called a "Certificate of Option" which IFE will accept
a8 & basis for extending credit. Therefore, the pace of the
cadastral survey is not essentially linked to the disbursement
pace of this loan.
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the increase in population, new demands and aspirations of our psople, and the
necessity of improving living conditions. Panamé coantinues to import large
quantities of foodstuffs while much of its fertile soil remains untilled. A large
majority of the more than 100,000 families, or approximately one half of Panama's
total population, who live on the farms and in the villages, continue to be denied tke
full benefits of our expanding economy.’ 'l'hese people need better schools and
health centers, more ernployment opportunities and assistance in increasing their
production of livestock Iand crops, which is so vital to the needs of Panama.
l We must asa nation find ways and means to extend the technique s of modern

| agriculture to our rural areas, We must provide the facilities and knowledge for
more efficient production and marketing to agricultural products. We have to

‘ e}cpand the production of basic commodities presently in short supply such as

' rice corn and beans. It is necessary to produce locally some items that we

p_resently are importing and could be producing locally under satisfactory conditions.

;Aye have to atcelerate the process of import, substitution and expand our exports

T

ih order to- improve the'balance of payments' .and employment. We have to increase

fhe efficiency and production of our farmers and cattlemen in order to improve

Hhein position in the, external market and provide local consumers the benefits of

' "_better quality'and‘ lower prices.. -And ’finally,‘ we must stimulate the use of

.A indu'stx'ial products by‘ our farmers. I know the attainment of these objectives and

- 'the s'olutions to these [r oblems are complex but I am confident-that through a
determined and coordinated effort on the part of our farmers, assisted by both

governmental and private agencies, we can a:nd will succeed
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JIntegrated Rural Development Proqram

A new Program is now being mrepared, that will be designed to mobilize all
available resources both domestic and foreign, and apply them in a logical,
orderly manner to obtain rapid and sustained rural development, In this Program,
amumber of agencies of this Government will wark as a team to provide many
strategic benefits or services, 80 88 to place each priority area in a position
to prosper. This will result in greater security, increased production, higher
incomes, improved health, better housing and many other benefits. The results
of our efforts in each selected area bshould point the way to the extension of
similar activities throughout Panama4. Other Latin American countries also will
be interested in observing this Panama approach to .rural development on an

integrated, pilot area basis.

Cadastral Surve

The lpgical, initial phase of rural development is being carried out by the
Comisién de Reforma Agraria (CRA). We refer to the national cadastral survey,
which will cover 35,000 square kilometers or pracucglly all of the populated and
accessible parts of the country in the next three years. This project wi 1l provide
aerial photos, mosaics and l'arqev—lcalé maps ﬁat will be of great utility to
numerous agencies. It will provide cadastral maps and record, identifying all
properties and farmers or occupants. Also it will include inventories of our
natural resources (soi!s, water, vegetation, minerals, etc.) as a basis for
determining the use capabilities of the land, tl"w possibilities of forest or mineral

exploitation, etc.
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Road Building
The areas already indicated for priority attention have been selected partly

on the basis of being accessible to the major marketing centers. This does not
mean that the problem of roads is solved. Within each area many kilometers of
roads must be planned, designed, buBlt and maintained in order to provide
year-round access to and from all farms.

This aspect of the development process will be'expensive. Therefore, we are
looking for adequate roads at the cheapest possible cost. In this light we shall
insist on local participation through the organization of road building and main-
tenance units in each area and on a maximum contribution of labor from the
settlers and from local community groups.

The department of CAM of the Ministerio de Obras Publicas, has tentatively
designated a number of connecting - or feeder - roads to be built in six priority
areas - at an estimated cost of $4,000,000. This will require external financial
assistance and a loan application is being prepared. As a first step, another
feasibility study will be made, on an urgent basis, to assist CAM in preparing
more detailed plans for roads in the six priority areas, which will include a large
measure of "self help® by the various local communities.

Rural Electrification

The advantages of electrification to stimulate rural development are quite
obvious.

In accordance with the National Economic Development Program, the Instituto

de Recursos Hidré&ulicos y Electrificacion (IRHE) will support this Rural Development
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Program by concentrating its rural electrification efforts in the selected areas,
insofer as possible. We are asking IRHE officials to work cloulir with the Minister
of Agricuiture and others in developing a plan to conform with the Rural Development
objectives,

In addition, it is planned to contract for one or mare highly qualified con’sultants

to work with IRHE in the development of its program in these areas,
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Aaricuitural Development Jervices

The Ministry of Agriculture will reorient all of its technical services and
direct them forward the integrated rural development program. Technicians will
be adequately supported with funds, facilities and equipment to enable them to
accomplish their goal.

-A loan applicstion, to rovide financirg for those Ministry facilities and
services which must be improved in order to prqvide adequate technical assistance
to farmers in the priority areas, has been submitted to AID. A number of inter-
related project activi.ties have been included in this proposal and each is important
to assuring success of the whole Rural Development program. Very briefly, the
Ministry of Agriculture proposal includes:

1. Improvement of the facilities at the Divisa Agricultural School and Research
Center for training Peritos Agrfcoias, and conduétlng short courses as well as
conducting agricultural research.

2. New facilities, equipment, and additional well-trained personnel, for the
expansion and improvement of Extension Services.

3. Credit and technical assistance activities aimed at the smaller farmer with
respect to (a) livestock development (b) increased production of such basic food
crops as corn, rice and beans and (c) improvements in the prodﬁction of fruits and
vegetables.

4, Major attention to the very impa tant problems of marketing.

5. A special effort to enoourage mechanized farming.

Agricultural Credit

In any program of this kind the importance of credit and of a good credit institution
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like the Instituto de Fomento Econémico (FE) is obwious. Most o the farmers to

be aided by this Program have never had access to credit - or at least they have never
had credit in adequate amounts, at reasonable interest rates and on a long term basis,
where necessary. Therefore, the role of IFE (as well as other loaning agencies, such
as private banks) will be of crucial and central importance.

IFE now has a growing agricultural credit opration, which is receiving much helpful
assistance from the Banco Interamericano de Desarrollo (BID). In addition to the
first loan of $2,900,000 from BID, a second loan of $1,250,C00 has been requested.

The new rural development program, however, will place a heavy strain on the
severely limited capital resources of IFE. Moreover, the very nature of this new
Program will necessitate certain modifications in the rules and regulations under
which{FE now operates, in cooperation with IDB. Essentially, the problem is one
of being in a position to offer ample credit and technical assistance to the thousands
of settlers who will be receiving titles and other benefits from the Agrarian Reform
Commission. These settlers will require a special type of éarefully supervised
credit. Thus, we may ﬁnd’the need to establish a separate department in IFE for
Agrarian Reform Commission clients, who would la ter graduate to become clients of
IFE.s regular credit department.

Likewise, the Ministry of Agriculture, in its loan application to AID, is
requesting special credit funds to finance the purchase and distribution of high
quality bulls to many small ranchers. These funds also may be handled by IFE, under
sgpuate rules and regulations.

Because of the above considerations the §iwe Minister of Agriculture, who also
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will preside over the Boards of CRA and IFE is being requested to glvc‘thu problem
high priority attention. He will prepare a plan to accomplish whatever reorganization
that may be necessary in IFE to satisfy the requirements of all agencies in carrying

out the integrated rural development program.

Other Elements of Rural Development

A truly integrated program of this kind, necessitates many other activities or
services, which will involve cooperation from several other Panamanian agencies,
For example: the Ministry of Education is considering the problem of rural education,
In a similar sense, the Ministry of Salud Pdblica (Public Health) has planned the
needs for small rural health centers and sanitation facilities; the IDAAN has
estimated the remiirements for rural aqueducts, and the Instituto de Vivienda (IVU)
has considered the problem of rural housing.

In all of these other activities, external financing will be required to supplement
the Government's funds to be made avdlable for such purposes,

Rural Indistries

A truly integrated development program in the rural area implies a need for
another special activity that is often referred to as ®"vertical diversification of
agriculture®™. This might cover a long list of small industrial enterprise or it
could include such a large new enterprise as the abattoir in David.

It is necessary only to think of the major agricultural activities to be reminded
of many opportunities. Some examples that come 'to mind are:

l. Conservation of fruits and vegetables

2. Manufacture of dairy products

3. Mixed feed for livestock
) UNCLASSIFIED
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4. Commsroial feed production

5. Mce drying and milling

6. Sawmills and wood utilisation, and so on. Handcraft or cottage industries
also should be considered.

1 m 0N

It is apparent that progress and n'xccou in an ambitious program of this kind
will depend on the action taken by the local community groups to help themselves,
For this reason, extraordinary efforts will be exerted to provide technical, and
financial assistance in the organization of credit unions, cooperatives and other
forms of group action. Local “self-help® will be of great importance with respect
to such activities as building roads, constructing schools or health centers,
marketing of farm products and the use of credit for certain types of land improvements,

It is necessary that the efforts of the government and its agencies be
supplemented by the communities participating in the procram, Only through proper
cooperation can we attain the basic objective of simulating the interest and
enthusiasm of the population, _‘The_ will to prqqreu,.the sense that a higher
standard of living is a necessity is a fuhdamenfnl requu;ement of any development
program and the best w_ay-to generate thisspirit is by asking the population to
participate and cooperate lin our program. o
Coordinatjon and Management

I canhot state too strongly my conviction that'lqme sort of new administrative
moch;nllm is needed tc accomplish fhe necessary coordima tion and to provide
tight management of the program being undertaken. Beside the local groups and
various private agencies, at least nine ur;pa'tlnt Government of Panama agencies

will have a stake in this program. Add to this the need to relate Panamanian
UNCLASSIFIED
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efforts with those of such international agencies as AID, 31D, I'RD, UN Special
Fund, and the OAS. This preoccupation has caused me to request the advisory
assistance of AID and other Alliance for Progress agencies to join with a special
Panamanian Task Force in studying this problem of coordination and manadement
and to make detailed recommendations for its solution. The success of this
program requires a closely knit integration between the basic agencies:
Ministry of Agriculture
Comisién de Reforma Agraria
Instituto de Fomento Econé mico
We need an identification of purpose and unity of action. In order to reach this
objective, I }'mve instructed the new Minister of Agriculture to weld these
instrumentalities together to obtain, under his leadership, the goals set forth in
the program,
Priority Areas
A great deal of thought and study has gone into the selection of six priority
areas in which a major part of the total rural development program will be con-
centrated during the coming four years. These have been identified as Alanja,
Tonos{;, Santa Rita, Sardinilla, Montijo and Toabré. All together, these six areas
cover 577,000 hectares of which some 308, 000 hectaref are suitable for crop
production or grazing, About 23,000 families now occupy the agricultural areas
and their annual value of production in 1961 was estimated at $12,100,000. Most
.of these families are under-employed. They use only a part of their lands. Their
farming methods are rudimentary and their living conditions are poor,
The opportunities for improvement are great. The efforts of the Agrarian Reform
Commission - to give" each eligible family a legal title to a well-defined parcel
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of land - are of fundamental impottance. With this title, the farmar becomes .
eligible for credit from IFE. Having access to credit, the farmer can take better
advantage of the various servic'.s offered by the Ministry of Agriculture. With
more opportunity to progress, the farmer has a stronger voice in obtaining such
ot);.er public services as roads, electricity schools, health centers, aqueducts, etc,
We hope, during the next few years, to speed up this rural development process
and to demonstrate how it can be made to work effectively with a well-lntegrated
program. In this way, Panamé will accomplish one of the major goals of the

Alliance for Progress, to improve the standard of living of all its people.
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MACI - RURAL DEVELOPMENT LOAN SUMMARY

Description Estimated Cost
Thous. §

Divisa - Netional Center for Vocational Training
and Research: New equipment T0

Area Dev. Construction of build+

ings fcr office space, training conference space,
warehouges, machinery and equipment repair, vehicle
maintenance and marketing

a. 16 Offices, 6 Living Quarters (Bachelors) 259
b. Warehouse, repair and maintenance (6 units) 116
c. Marketing sheds (3 Units) 50
Area Dev, All furniture, office equipment, lab-
oratory equipment and supplies for ltem 2 320
Vehicles: Jeeps, Plck-ups, etc. 215

Agric. Machinery and Equipment: For custom work

on land preparation/ &gd pg%g;ity a.gg%gng 175

Seed: Purchases of seed, equipment and supplies
for testing and multiplying improved seed. 25

Livestock (mainly Beer) Improvement: Special credit

fund to be administered by IFE, with technical

essistance of MACI for fimencing high quality bulls,
srtificial insemination, pasture improvement,

supplementary feed, wells and stock water tanks 9Lo

Technical Advisory Assistance: Contracts with 3
foreign advisors for 18 months; including one credit
advisor (IFE) and tvo rural area development

advisors (MACI) 125
Contingency 100
TOTAL 2,39
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DETAILED DESCRIPTION OF PROJECT ACTIVITIES

1. DIVISA - National Center for Vocational Training and Research -$70,000

_ This National Agricultural School and Research Center covers what is
related to the education of agricultural technicians, short course training of
adult farmers and housewives, and applied research with emphasis on farm
management problems, extension and information services, and special campaigns
on crops and livestock improvement practices.

The experimental center has approximately 1400 acres of land, and 1s the
main center of the experimental work carried out in Panama. This center will
play a very Important role not only in the development of the six priority areas,
but also in the rest of the country; it will be tﬁe main source of production of the
agriculture knowledge and practical down-to-earth "know-how" that 1is urgently
needed to carry out the project.

The physlcal facilities at the experiﬁental center are in poor condition;
there is an urgent need for the restoration and repair of the existing buildings
and for the purchase of rélated nev equipment. The GOP, as a condition of the
loan, will provide for the needed restoration and repairs. These costs are
estimated at$55,000.

This project supplements previously authorized grant assistance to the

school and provides $70,000 for the specific use of the experimental center,

as follows:
- Purchase of new equipment $70,000

Implementation

The following activies will be carried out by the Divisa National
Agricultural School and Experimental Center, an institution of the Ministry of

Agriculture,
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ESTIMATED COST

Purchase of related new equipment

1 DC-6 Caterpillar, soils lab. equipment.
surveying instruments, mechanics toocls and
equipment, carpentry shop equipment, animal
nutrition laboratory equipment, milk cooler,
refrigerator, dairy equipment, poultry equip-

ment, grain and storage equipment $70,000
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2. Avea Duvelopmant Coustruction - $/:25,000

teveral new paved highways and gruvei roads have boon bullt iz the
o Ty hio paEs fow yeass; heso now 1tnes of communication hinvo focuscd
o'’ rtien on the deplcrable cond/tion of a la.ge number of subsistence farm
prcaucers in scme parts of the cours /.

The aix priccity azeas covered in this project contain about 577,000 hectares
of land; of thaese 53% are classified as arable land. Apprcximaiely 23,000 families
ocrupy these lands, and the value of their agricultural produstion in 1961 was
es‘imated at $12,000,000. |

Since these areas have jus: recently been opened, there »:e no adequute
fa=ili*ies that =:an be used for office spa~e, warehouse, seed storage, laboratory,
and marke ing sheds. Therefare, it is absolutely neces=ary tc bufld all the
reuulred fasili“ies at the earlies: possible date in order to provide the *ochnical
services requirsd, The project provides $425,000 for the cons'ruction of buildings.

a. Offizs and living quarters - 22 units § 259,000

b. Warehwuse, repai- and

maintonance - 6 unjss 116,000
=, Mavketing sheds - 3 units 50,000
Implementation

This activity will be carried out by the Department of Agricultural Engineering
.of the Minisay of Agriculture. Equipment and facilities financed under this project
will be operated and maintained by the Area Development Coordinetor in each
priority area, according to the following schedule:

UNCLASSIFIED


http:pro-e.de
http:marke:,.ng
lfiore
Rectangle

lfiore
Rectangle


. g Sor )3
1. Qenstrnglien; :
. Offices and living Quarters

Iunits, offigg > » = = = = = = = = Jga, ], 1968 to December 3), 196?

¢ units, bachelars’ living :
QUAtES = ~c=ccceae= =]an, ], 1965 to December 31, 19¢7

b, Warehouse, repeairs and -
maintenance, § units - - = » - - Jan. 1, 1968 to December 81, 19¢/

0. Marketing sheds, 3 unitg = = = = =Jun. 1, 1968 to December 31, 19¢7



All the furniture used in this project will be identical fc all living

quarters; it must be sturdy, well-constructed and simple in design. The office

desks, charis, typewriter tables, and filing cabinets will be of metal censtructien.

The bookcases, uullftablu, and bulletin racks will be made sf good quality

lumber and simple in design.

watehouses and laboratories, etc., with adequate amounts of equipment and

supplies.

The loan provides $320,000 for this project, as follows{-

‘Furniture, office equipment, and supplies - - - - =/~ $160,000.

Laboratory equipment and supplieg - = = = = == = - - 35,000
Warehouse equipment and supplieg- - = = = = = = = = 30,000
Marketing shed equipment and supplies - - = - - = - = 60,000

Maintenance and repair shop equipment and supplies - 35,000

Implementation
This activity will be carried out by the Ministry of Agriculture.

Equtpment and facilities flnariced under this préjoct will be dpented and

maintained by the Chief Rural Development officer, of the Ministry of Mficultwf;

in each pricrity area. The procurement schedule followsfl

Living quarters furniture - ~ - - - - = =Jon -1-,mu1umuus .
Office equipment and supplies- - - - - Jan. 1, 1965 to December 31, 1967.
Labontcry equlpmont and supplies - - Jan. 1, 1965 to December 31, 196T.,

Warenhuuse omhu lmuu p~ Jen, 0, 1965 twmm 31,196 7.
Marketing shed equipment and supplies-Jan.l, 1966 to December 31, 1967+

Maintenance and repair shop equipment

and luppliu crecmcccmme--. Ian 1, 1965 to Doo-nbor 31. 1957

It is necessary to oqulb the eoffices, living quarters,
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4, Vehicles - $215,000

The tool most essential to a rural development agent who works directly

with the farmer is adequate transportation. This not only enables each
:ural worker to reach many more families daily but enables the skills and
k;;wlédge badly needed by farmers to be more widely available because of

the shortage of trained and quAlified rural age:;s. This loan makes avail-
able $215,000 for the importation from the U.S./'vehicles specially suited to

traversing the poor roads and rugged terrain necessary to reach farm families

who in many cases have only occasional contacts with the outside world.

UNCLASSIFIED
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5. 5;,_1_% Machinery and_Equipnent .7517'5;009

Thousarxls of Panamanian small fammsrs still follow the primitive and
oonturies 0)d -;ustom of eking out an existence by "slashing and burning.”
fhis labericus and wasteful practice is one wheroby the farmer clears a
'snalz’area of the raw jungle uith his machete and then burns the residue,

He then hacka out sufficient aeedbed betweun the stumps and partially burncd
logs barely suificient to plant basic food crops such as rice, corn, becans,
yuca, etc. RAftev about two years the natural soil fertility has beeﬁ rapldly
depleted by heavy rainstormsﬁ9nd the scorcling tropical sun and waeds, jungle,
insccts and diseases begin £6'close in forecing the defenseless primitiQe
farmer to retreat to A new area and repeat the hack-breaking process.

Vhen tha more deteiwvined decide to stand and establish a permanent home-
ptead the odds for keepiny ehead of the onulaught of nature are poor. One
of the basic factors is the inability of the farmer to clear land in quantity
sufficiently fyze of stumypsn, roots and heavy stones to permié fhe application.
of proven <yriculture techniques such as an.adenuately prepared seedbed
followsd by good tillage praotice1 whdch in turn enables thc use of improved
s;;d, furtilizers, herbicldes and Insecticides under conditions wblch will
insure the maximum return from investments made in thesc items.

Ths primitive agriculturist, arned with only a machete, hoe, stronj
muscles and a stou: heart, does a herole job to keep sufficient acreage under
erop to barcly faed himself ana hiiz faxily a predominantly starch diet.
However, nothing is left to sell for cash to purchase mcdical care, sufficient
'glothing. education for his children, etc, While.this is a pathatic picture
the tragidy is the hopelessness of the farmer breaking out of this vicious

eyela, : ' } ="
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A dndicated abova, the key to 1ncrcased produecion by tie prindtive

o

sicaltucist is to havc increased acrecgs procucing for himron wnich ned.una
. srnicultura practices are followcd. NModzn equiprent' to do & thorovgh Job
¢ clearing the junqle and initial suedbad preparation can be a vitual factor
i ecnieving this objective. Incred ased acreage thus obtaiacd, wihich
Fortunately in Panama can be made availlable because of wmelatively little
land sdgrcity, wil) then justify concentcation of investment in produciion
by thz farmer in sufficient volume o éllow him to eatar the “ncnéy econony™
by means of surplus productio1 for cash sales, |

Farmers who now have progresscd to the stage of being small Reommereial

farmers,¥ in that they have concentrated on crops best suited to thedir fowm
such as rice or corn, find it often impos sible to juscify 1rvvstmgnt in

moGern harvesting ecuipment because of its initcial high cost and ability

(%3
O

do a vast:ly greater volune 6f work than he requires., The availebility of
thig hignly efficient harvéstihg mﬁchinewﬁ'bn a custom basis offers an
coonoical means of brealdng the harvesting hottleneck greatly reducing
1osses from crops standing too long in the Fields and caables ine b: STILG
=ieas for and production of the next crop on schedule w@?h gquivment wmout
Mq' ogrcal for the aéj:aﬂc under his cormand. .
wis loan prov;dcu fund for the pucchase and import from The U,uﬁ* of
“hrea cpravler trectors with bulldomars, tivce: se“prropelled’rice‘qpmpmnuo
1 two self-propelled comn harvestors- This ecwipnent 15 to boe custen
nasanted Dy & speelal scetion to be set up in the Migistry of Agricultunt.
“he followving ave Fectors important to the. effective ond efficient
Aoodtsacion of this equipment.
v . Tha machincoy being funded unden this loan be used to establivht &

widot custom” opedation but the progrqzznot be axpanded until cpera-

HAn
Swe W,

o erbaedencldy. : - . gf(
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The cquipmant be based at Divila shere machinery ds already boing

used in vclq?h and cvery attcmpt 1ado to concentrate sarvices in

devaloprant hreaa closeat to that bnso.

Equiprane be from leading and recvgniued companiosluavo like equipw
ment azrcedy in the country 4n comparatively high volume.

Purchuge ewards givea only to companies thst support their bids wich
évidmnee in writing that they araiih a position to supply adoquate
service and spare parts, . '

Secial attention paid to schedulihg work of equipment so that min~
imun distances are traversed betwesn jobs, This is especially true
for crawler tractors. Movemenf of these tractors for distances of
more than 5 - 10 miles be done by "Low-noys" and by contract_with
other government agencies; privaﬁe construction contractors,.etc.
The pf;gram have_as a primary objeetiva the establishment of private
custom operators as rapidly as possible to take over its activities.
In order to lay the basic groundwork £or an attraective business for
private custom operators priées_cﬁérged cover at least:cost of
operating and7maintaiﬂing the eQuipmsnt plug depreeiation over a
five-year pericd. '

Special attentlon given to scheduling use of equipment to keep it

ly .
busy as-constant/as is feasible,

Operacors of equipment be on an incentive arrangement for thoir

, pay vivich will make it to their definit advantege to avoid "down

time" of the equipment,
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Gue St Imwromen =_$28,000
Wideoprond adoation of tmproved varieties ceuld centiibute substantiniiy
Svetcaging ~gclcultural production; partdeularly that of the siaple croos »
“3, e, ond beans - aad soma of the major veqgataidle aieps, P;.. nIpie

[ g . -
s vrerizs hova ta pe replaced evevy fourfy sz vaats because ¢f 4 cumulziiva

Faitdup n suscopiibility 2o diseass, The tyadiiicnal low=-yizlding corn varictics

b
Lh QR sy almet oicluaivaly, zmd no daproved boan varicrios have ke nt C‘D.L’ i,
[l N

Thorefers, the establishinent in the Mindsiry of dorizulturs of facilitics for
tae cellanidon, inweduction, gelzcien, developmean!, and evaluation of variedon

and e praduesicn of foundation seed {3 conismplated.,

~ariemoiation Plan

Thiz sndvicy will be casmied cut by the Razcarch Divicion ¢f the Ministy of

Somicniturs at its expevimental conters, with headsuoriers o b lagning a4 the

W 4%

aniora! Aoiculiural Contor af Divisa and work $© he asried cut 0 Divisa,

Mirnie, Gualaca. Disivibution of tir? dmprovad socds o Domuers w1 e mels
vrroeeh wormal channel, svch as IT8' 8 soct rodian, Th2 Zxionsicon Szivice will
ot the uee of reccmmandad verlaiies, oad the pwohase by famsrs will b2

Tireancid by B, Onas suliiciont quanlities of mr*.ov 2d cood are availablz, tie

RNt s

”
"

somsoramznded varlevics wil bBa a eondition for 2 greating of aguculiural

financed undzsr tiis projee: will ba operated and

Cooone Yot Hoamavon Division of the Mintstyy'of Agsiculture.,

gtaiied plans and specifications for fustlities and equipmen; -
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materla} - November - December, 1964.

3. Equipment and facilities - January - July, 1965.

Financial Resources

UNCLASSIFIED
ANNEX B
Page 12 of 15

2. Import of seeds of improved varieties and collection of genetic seed

The following personnel, equipment, and supplies will be required to

implement this programt

Technical Personnel
Salaries

Equipment
Seeds
Supplies

Other Costs

FINANCING

TOTALy 151,600

1965 | 1966 | TOTAL | 1965°| 1966 | TOTAL
36,600 36,600 73,200 - - -

- - - 8,000| 4,500] 12,500

- - - 3,000 2,000 5,000

- - - 2,500| 2,500| 5,000

15,000]15,000| 30,000] 1,500] 1,000] 2,500

51,6001103,200 | 15,000 {10,000] 25,000
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7. Livestock (Beef and Dairy) Improvement - $940,000

Livestock production by the smaller farmers or raenchers
per unit of area is low in Panama for a number of reasons. Among
these are poor quality breeding stock, unimproved pestures, and
deficient and antiquated livestock menagement practices. The
usage of preserved forager should be encouraged, and developed
to resolve the serious feeding problem in Panama now prevalent
during the dry season. The Ministry of Agriculture is proposing
a comprehensive, coordinated program involving technical assistance
and credit directed to the smaller producer.

Under this program, resources will be made available %o
establish a special revolving fund in IFE to be administered
Jointly with the Animal Scilence Division of the Ministry of
Agriculture. This fund will be used to provide credit to small
1ivestock farmers for the purchase of quality bulls, artifical
insemination, pasture improvement, provision of supplementary
feed, and wells and stock water tanks. Ministry of Agriculture
tecknicians will participate in the selection of bulls to be
financed and the conduct of the artificial insemination, pasture
improvement, provision of supplementary feed, and wells and stock
water tanks. A farmer, to be eligible for participation in the
program, must agree to follow a livestock and pasture management
plan developed in collaboration with technicians of the Ministry.
When wells and stock water tanks are involved, approval of the
Engineering Division of the Ministry will be required.

More than 50 percent of the credit is expected to go to the six
priority development areas. Loans to the farmer will be on terms
of 5 years at 7 percent interest, with any interestpayments in
excess of IFE administretive costs to be applied to the rural
development program. Capaeble technicians to carry out the super-
vision aspect of the loan asre available for immediate transfer
to the project.

Tt is enticipated that disbursements in the first six
months of operation will total $300,000, with total disbursement
completed in 18 months.

UNCLASSIFIED
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Resources Required:
_GOP AD
Number _1965 _ 1966  TOTAL 1965 1966  TOTAL
h $45,000 $55,000 $100,000 - - Y
(Salaries)] /
Credit Funds
Bull Purchase 800 - - - $ 250,000 230,000 480,000
Imported 500 - - - 150,000 10,000 300,000
Domestic 300 - - - 100,000 80,000 180,000

Pasture Improvement .
and . .
- 80,000 80,000 160,000

Supplemental Feqding
' 150,000 150,000 300,000

TOTAL § 45,000 55,000

Stock Water
100,000 $ 480,000 460,000 940,000

! _1_/ In addition to that provided in the six priority areas.

~" g/ US A,I.D. Livestock Advisor will advise in project implementatlon.
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8. Technical Advisory Assistance - $125.000

This loan item has been earmarked for the contract employment, by MACI,
of three foreign advisors, for 18 months each, to assist in firmly establish-

ing the Program,

One advisor will be a supervised agricultural credit specialist, assigned

to IFE, to concentrate on the development of procedures and the training of
key Panamanians, with particular reference to the six rural &reas,

The other two might bear the title of rural area development advisors.,

As the title implies they should be generalists, with training and experi-
ence,particulariy in the area of farm management, that would enable them to
serve as advisors to the Panamanian Area Coordinatsrs and other key techni-
cians in the field,

All three .l these advisors must have a good working knowledge of
Spanish, A waiver should be given (if necessary) to permit their recruit-
ment from other free world countries as well as from the Usa,

Any funds remaining after contracting for services of the three advisors

would be used for short term consultants,

TENTATIVE BUDGET

Annual Base 18 mos.

Job EZ& Salarz budget

Supervised Agric, Credit

Advisor Jan, 65 16,000 32,000
Rural Area Development

Advisor Jan, 65 15,000 30,000
Rural Area Development .

Advisor Mar, 65 14,000 28,500
Short-Term Consultants 1965 &

12 to 14 man months 1966 - 34,500

UNCLASSIFIED
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Arecs
Alanje
Tonosi
-SanLa Rita
Sardinilla
Montijo
Tbaﬁré

All six areas

Ni o741, AGRICULTURE CREDIT TINSTITUTE - TFE

Tentative Credit Program for the Six Rural Areas

Allocations of Funds by Years (In Thousands of Do]iérs)

1964 1965 1966 1967 1968 “i>tal five years

200 225 250 275 300 1,250

45 50 60 70 70 295

75 90 95 100 120 480

30 40 45 45 50 210
130 150 165 175 200 820

65 70 85 90 100 410

545 625 700 755 840 3,465 3/

g/ This total includes use of $710,000 of IDB loan funds during first three years plus

investment and re-investments of local funds.

These funds will include both annual

(operating) and medium or long term (capital impeovement) loans. It is estimated

that the funds will be diQided about evenly between livestock and crop development.
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ANNEX G
Page 1 of 3

English Translation of Letter from
Panama Foreign Office to USAID/Director

No. DREU 434/1202
Panama Sept. 17, 1964

Mr. Director:

The National Planning Board has sent to the Foreign Office,
for transmittal tc the Mission of the Agency for International
Development in Panama, three copies of a note (with annexes) that
was sent by the Programming Department of the Ministry of Agri-
culture, Commerce and Industry, referring to requests to AID
regarding the external financing required for a "Project of Tech-
nical Assistance in Agriculture", within the Program of Rural
Devel~nment for six selected areas, with the objective of facilita-
ting the corresponding negotiations,

I am enclosing, therefore, for your information and use, the
referred to documents.

Very truly yours,

Carlos Garay
Ambassador-Director of
Department of Relations with
the United States of America

Mr, James Megellas
Director of the AID Mission
to Panama
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English Translation of Letter from Page 2 of 3

Panama Ministry of Agriculture to
Ing. David Samudio, Director of the National Planning Board

Panama
Sept. 16, 1964

Mr. Director:

By order of the President of the Republic and following the
instructicns and lines indicated from time to time by the National
Planning Board, this Department prepared the project for Technical
Assistance in Agriculture (1964-1968) which involved a request for
external financial assistance of $2. 3 millions, as a part of the Rural
Development Program in six priority areas, and submitted an English
version of thie in October, 1963, To provide the additional informa-
tion requested, an "Annex" was prepared and submitted in May, 1964,
in which the external finance figure was raised to $2.5 millions. Be-
cause of a recent request for special financial assistance for imme-
diate ac:ion proposed by th: President Elect, in August, 1964 a
"Postcript" was added, at the suggestion of the financing agency, so
that this last request for $1,5 million could also be included in the
Rural Development Program.

The three documents to which I have referred were delivered,
successively, by the Ministry of Agriculture to the Economic Mission
of the United States in Panama, through the normal channels of the
Ministry of Foreign Relations.

Messrs, Lyall Peterson, Charles Seckinger, Jarvis Miller and
Alfredo Enriquez have been in Panama since August 27, then joined
by Mr. George Grande, and later on by Mr, Harold Feldt. They
formed a team designated by AID/Washington to advise USAID/Panama
in the discussion, evaluation, integration and formal consideration of
the requests already mentioned.

After all aspects have been considered, this Department agrees
to the changes recommenacd by the above mentioned Team, which
reduced the total of the loan to $2. 5 million, in accordance with the
wishes of USAID/Panama, from the amount included in the two Min-
istry requests, which is equal to the original sum requested for the
Technical Assistance Project in six priority areas, We hope that in

UNCLASSIFIED
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the future it may be possible to reopen negotiations for the dif-
ference in the amount requested and the amount approved.

For greater clarity I am pleased to attach under separate cover
(a) a list of the amounts relating to the Technical Assistance Project
in Agriculture for the six rural development areas (Annex A); (b) a
list of the amounts first requested for immediate action (Annex B);
and (c) a lis? of the amounts reco..mended by the special team from

AID/Washington (Annex C). 1/
Please confirm to USAID/Panama immediately, through the
Ministry of Foreign Relations, our great interest in the rural dev-

elopment projects and the high-priority that the National Government
concedes to this area of the Development Program,

Menalco Solis
Director

l/ See Annex - for this document

UNCLASSIFIED



CEITJLISSY'IONN

stics o ~r’: - population and egriculture in the six priority areas
for rurel development

- S - e e

Areas of Developmeit  FRN
of
Alenje Tonosi Sardi- Sarta Mon’ijo Toabre Totael Fationnl
. nilla Rita Totel
¢ }‘Oplﬂ-ationoooo-onooooooooo0000000301687 3}191"' 6}289 17)792 3-1-)673 25}377 1-15)012 A ":
2. Illiterzcy (10 years & over)eesee.6,480 1,000 8Tt 2,085 10,10 k,265 24,847 16.4%
3« Housing .
Re Occupicd.....--...............6,11-23 715 1,383 3,5914- 6,358 h,!}65 22,938 10.9
b. Without running watereececeesss2,869 638 157 1,706 4,960 3,756 1,726 19.k
c. Without drinking water..seesse5,215 617 1,094 2,199 k,816 L,227 18,168 20.8
do With dirt flOOr. [ E R NN NN NN NN N oh) 0!{.7 639 561" 2} !"'37 5} 5!"'9 !")158 17)391" 21.6
!". TOtal areaooooooo.ooloooooooooooloo)ooo 35}h67 3’4']0& 58}762 178)562 169}""75 576)266 706
5. Area in cultivation, geeeeeesessss 70,811 20,036 17,307 L5,650 103,184 k4,790 307,776 17.0
6. Farm ~merations
8o 005 hectare and Over-oooo.ooonh,883 660 1,017 2,558 5,272 h,"”h’( 18,837 1907
b. Without title for more
t}lan 30 Years.................azr !"S ll'l 337 262 813 2’325 min
ce Without title for 30
years and 1eSSeececccecccseey323 486 T05 1,190 2,336 2,522 9,562 19.9
d. I’and- grents%ooooooooooo-ooo.aoooss o l"‘ 251 loh lw 531 6.2
Source: Agrarian Reform Commission, June 196k,

2/ Distributed by Government Agencies prior to Agrarian Reform Code.
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National Agricultural Insiitute
Diviss, Panama

The National Agriculturel Irstitute at Diviss, Panams,
wvhich vas founded in 1941, is comprised of the principal vocatlcral
agriculturel secondary school in the wuntry, an adul® trainiry
center, an agriculturel research center, and several hunired
hectares of farmlands o1 vhich students receive practiical
experience in growing and marketing crops, livesto:k and poultry.
The campus is composed of buildings for clasercoms, latoraiiries,
dormitories, baris, and mecainery shkeds. There are apprcximately
20 teschers on the faculty 1in adidition to thse tachrnicians
availeble at the research center.

The enrollment has been as fcllows:

Struisnts Graduaies
1957-58 7 27
1958-59 89 zl
1959-60 8 19
1960-61 90 31
1961-62 80 21
1962-63 85 s

Present plans are to expand facilitlies sufficientiy tc permd?
the enrollment of 120 students. Thuis expansion is funded with
AID FY 1962 Special Assistance funds.

Students receive academi: training for half a day and
practical trairing for the talance of the day. Tae boye work
cooperatively, planting, harvestirg, sharing mechinery ani
raising pouliry and livestock. They form actual cooperatives
and receive training in cooperative menagement. The toys share
the earnings.

we research center is very gool by latin Americarn
standards a:qn;; has made maxy fine contributlcns to Panamuxaian
agriculturey For example, 1% has developed stralrs of tomatoes
and onisns which csr te grown in humid climates en? i3 now working
on discuse resistant strains of tomatoes, squusn &.d melons,
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The /7 FY 1960 Opecaal Assicrauce funds for the

sxpansion of th2 Inetitutc are obligeteld as follows:

Construction of buildings

Svine darn
Repair of animal nutrition ledoratory
Repair of agronomy building
Dormitory remodelling
Dormitory (120-bed) and auditorium
(seating 250)
Engineering services for dormitory and
auditorium
Four farm buildings
Total construction

Commodities

1abc atory and classroom equipment
Farm shop equipment
Kitchen equipment

Farm machinery

Local lebor and materials
Grand total

$ 10,800
2,850
4,750
4,550

120,600

6,000

5580

The Government of Panama 1s plarning to open +he bids for the

building constructior. on October 7, 196k.

This proposed Rural Development loan would provide equip-
ment, valued at $70,000, for this Institute. The following iteus

would be included:

1 - DC-6 Caterpillar

Soils laboratory equipment
Surveying instruments
Mechanical tools and equipment
Carpentary shop equ.ipment

UNCLASSIFIED
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Jalxel mutritional laboratory equipment
Milkx cooler

Fefrigerator

Dairy equipment

Foultry equipment

Grain and storage egquipment.
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CHECK LIST OF STATUTORY CRITERIA (ALLIANCE FOR PROGRESS)
PANAMA - AGRICULTURAL DEVELOPMENT

Yoreign Assistance Act of 1961, as amended (hereinafter FAA),
Section 102, The loan will further the policy of the Act,
as stated in this Section. Every possible precaution will
be taken to assure that loan proceeds are not diverted to
short-term emergency purposes (such as budgetary purposes,
balance of payments purposes, or military purposes) or any
other purpose nct essential to the Jong-range economic
development of Panama (See Section E, paras. 1 and 2).

FAA Section 201(d). Loan funds are not to be loaned or re-
loaned at rutes of interest which are excessive or unreasonsble
for the Borrower, or higher than the applicable legal rate of
interest in Panama of 7 per cent (rate applicable to agricul-
tural credit).

FAA Section 202(c), Foreign Aid and Related Agencies Appropri-
ation Act of 1964 (hereinafter "App."), Section 117. Funds
have been appropriated by Congress for this loan.

FAA Sectlon 204, The terms and conditiecnms of the loan are in
accordance with standards and criteria established by the
Development lL.oan Committee.

FAA Section 251{a). The loan will promote economic develop-
meat in Panams and will coutribute to the welfare of its
people. (See Section E, para. 1.)

FAA Section 251(t){1). Account has been taken of the extent
to vhich Panama 1s adhering to the principles of the Act

of Bogota and Charter of Punta del Este and is showing a
responsiveness to the vital economic, political, and social
concerns of its people, and of the extent to which Puname
has demonstrated a clear determination to take effective
self-help measures. (See Seztion A).

UNCL!.>STFIED
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FAA Section 251(v)(2). The mctivity to be financed is
economically angd teclnically sound. (Refer Sections D and E.)

FAA Section 251(b)(3). The activity is consistent with and is
intimately related to other development activities being
undertaken or planned and will contribute to realizable
long-range objectives. (Refer Section A.) The loen fits

in very closely with the entire agricultural development pro-
gram in Panama. (See Authorization, Annex L.)

FAA Section 251(b)(4). The loan will have no foreseeable
adverse effect on the U.S5. economy. (Refer Section G.)

FAA Section ESl(b). Firancing from other Free World sources
(including private sources within the United States) on
reasonable terms for the project is not available.

The Export-Import Bank is not interested in the project
(officially confirmed September 29, 1964); further in A.I.D.'s
Judgment the infrastructure nature of the proiect indicates the
appropriateness of concessional terms, which cannct be
supplied by more conventional ‘types. of financing. A.I.D.

is financing funds for relending rather than looking to the
IDB loen to IFE for these funds since the relending operations
contemplated in this loan are intimately related to the
extension program and dependent upon it for technical back-
stopping. A.I.D. feels that this program should be
substantially controlled by MACI, the recipient of the

loan rather than by IFE, the Borrower under the IDB loan.

FAA Section 251(b). The terms of the loan (interest, year
emortization) are reasonsble under circumstances affecting
tre loan and the capacity of Borrower to repay. (See
Sections E and F.)

FAA Section 251(b,. Account has been taken of the extent

to which Panama is meking reasonable efforts to encourage
repatriation of capital invested in other countries by its
own citizens. It is found that Panama's continuing endeavors
to this end are edequate from the viewpoint of meeting the
purpose of this provision.

UNCLASSIFIED



13.

1%,

15.

16.

17.

18.

19.

UNCLASSIFIE ™
Annex K Pa e ? of 7

FAA Bection 251(b). There are reasoneble prosrects that the
loan will be repaid. (Refer Section E, para. 5.)

FAA Sect’ i 251(e). An application has been received for
this loan which gives sufficient information and assurances
to indicate reasonably that the funds will be used in an
economically and technically sound menner.

FAA Section 251(g). Thls project will assist in promoting
the cooperative movement in Latin America.

FAA Sections 601(b); 621. The loan will be administered in
such a manner as to encourage and facilitate participation

by private enterprise to the maximm extent practicable.
United States private engineering services, and other services
of United States private enterprise will be employed whenever
practicavle., The facilities of other Federal agenci~g will
be utilized only if they are particularly suitable, =are not
competitive with private enterprise, and can be made ave.il=ahle
without undue interference with domestic programs. Quel® .: 32
U. S. private consultants will serve as technical advisors

on the Project. U. S. contractors will alco be eligihle

for bilding on construction contracts. (Sce Sectior D).

FAA Section 602. American small business shall be assisted
to the maximum extent practicable to participate equitably
in the furnishing of goods and services for the project,

in accordance with the procedures described in this ssction
ot the Act.

FAA Section 604(a). Equipment, meterials, end services (except
Marine Insurance) financed for the project under the loan shall
be procured from the United States or Panama. Dollars utilized
under the loan to finance procurement in Panama stall be made
evallable through appropriate procedures and, except for

Marine Insurance, shall be used only for procurement in the

United States.
FAA Section 60L4(b). Any commodities financed by the loan and

purchased in bulk will be purchased at prices no higher tran
prevailing U.S. market prices.

UNCLASSIFIED
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FAA Secilon 604(d). Loan funds 5.all ve availehLle for Marire
Irsurance on commodities sl.ipped wien sucl. insurance is

placed on a competitive basis, as specified ir thiie section

of tie Act. In t.e event ti.at Panama discriminates agalrst any
U.S. marine insur-nce company, commodities purciased witi

loar furds s'.all be irsured against marine rigk witl a U.S.
company, as required b, thisg section,

“AA Bection 611(a)(1). Necessary substantive tecinical ang
financial plarning for tie project las been completed, and
8 reasonabl, firm estimate of cost of tre project to ti.e
United Stetles as heer ovtained. (Sections D & H)

FAA Section €117a)(2). Legislation is required, in tre form
of ratificatior of tue ILoar, Agreement by the Panamar.ian
Legislature. 1In view of the GOP's firm commitment to tnis
project /Cee Section A) ratificaticn of an agreemert can

be expected to occur wit: in time to permit the orderly
accomplis:ment of tie barposes of tiis loan.

FAA Section 611(b), App. Section 101. The project does not
involve water or related land resource construction.

FAA fection ©1lic). Consiruction contracts to be financed

Ly tie loan stall, to t-e maximum extenrt practicable, ve
let on a competitive basis.

FAA Section 619. Not eppiicacle. Panama is not a newly
indepe-dert country.

UNCLASSIFIED
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% 26. PAA Bection 620(a), App. Sections 109(a), 109(b). Mo assist-
ance will be furnished under this loan to the present govern-

sent of Cuba, nor does Fanama furnish
assistance to the present government of Cuba.
Panama has taken appropriate steps to prevent ships or

aircraft under its registry from engaging in any Cuba trade.

% 27. PAA Section 620(b). The Secretary of State has determined
that Penams is not controlled by the
International Communist Movement.

% 28. FAA Section 620(c). Fanama is not indebted
to any U. S. citizen for goods or services furnished or
ordered, where such a citizen has exhausted available legal
remedies or where Lhe debt is not denied or contested by
or the indebtedness arises under an unconditional guaranty
of payment given by

* 29, PAA Section 620(d). Loan funds will not finance construction
or operation of any productive enterprise which will campete
with United States enterprise.

% 30. PAA Section 620(e). Neither the government of TFanama

nor any governmental agency or subdivision thereof
has, on or after January 1, 1962, nationalized, expropriated,
or seized ownership or control of property of any U. S,
citizen or firm, taken steps to repudiate or nullify existing
contracts with such citizens or firms, or imposed or enforced
discriminatory taxation or other exactions or restrictive
conditions, or taken other actions having the effect of
nationalizing, expropriating or otherwise seizing ownership
or control of property owned by U. §. citizens or firms, as
specified in this section of the Act, without taking appro-
priate steps to discharge its obligations, as specified in
this section of the Act.

* 31. FAA Section 620(f), App. Sections 109(a), 109(b). Assistance
provided by this loan will not be furnished to any Communist
country.

% 32. FAA Section 620(g). Assistance provided by this loan will not
be used to compensate for expropriated or nationalized property,
and the Loen Agreement will so provide.

UNCLASSIFIED
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* 33. PAA Section 620(h). Assistance provided by this losam wil)
not be used in & manner which Promotes or assists foreign
aid projects or activities of the Comeunist bloc countries.

* 34. PFAA Section 620(1i). The President has not determined that
Panama is engaging in or preparing for

- aggressive military efforts directed against the United

States, or any country receiving assistance from the United

States, or agsinst any country to which sales are made under

PL 480, ncr is any basis for such determination known to

A.1.D.

% 35. PAA Section 636(h). Tie Government of Panema will contribute
local currency i th /o @Lﬁft$ 5,777,000 to meet
the cost of /i o&E&ﬂbfﬁafrind other services to be rendered
in conjunction with the project. Foreign currency owned
by the United States will, to the maximum extent possible,
be utilized to meet the costs of contractual and other

services for the project.

* 36. App. Section 102. Obligations of funds in excess of $25,000
for engineering fees to any firms or group of firms financed
under the loan will be reported to the committees on appro-
priations of the Senate and House.

* 37. App. Section 104. Munds obligated by the loan, and local
currency generated thereby, will not be used to pay pensions,
annunities, etc., as prohibited in this section.

* 38. App. Section 111. U. S§. personnel to servz under contracts
for services financed by the loan shall have security clearance.

construction,
* 39. App. Section 112. Pirms which provide/engineering, procurement,
and - othexr . .y services financed by the loan for tne project,

and the terms of their contracts, shall be approved by A.I.D.

* 40. App. Section 114. Loan funds will not be used to make any
payment to the U, N.

UNCLASSIFIED
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CLEARANCE:
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App. Section 118. Construction work financed by the loan
shall be performed by qualified persons, in accordance with
A.1.D. regulations promulgated pursuant to this section.

App. Section 601. Loan funds will not be used for publiciﬁy
or propaganda purposes within the United States.

Fob

irman, Projecct

Counsel Feter Hornuostel:GC /“Afw W\@
Desk  ATTpeman/RRNCCTeITand A/ PAN (M~
Engineer Harold Feldt (ROCAF) (w5 )

other (sPecify) P11l Ve Mlilier: l)'x/.[l_ﬁ'
TIIgl_ C. .L’ete-rson:Lf\.,/IT'/
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IOAN AUTHORIZATION
Frovided from: Alliance for Progress Funds

Panama: Agricultural Development

Pursuant to the authority vested in the Deputy U. S. Coordinator
Allimnce for Prciress by the Foreign Assistance Act of 1961, as
amended, and the delegations of authority issued thereunder, I
hereby authorize the establishment of a loan pursuant to Part I,
Chapter 2, Title VI, Alliance for Progress, to the Republic of
Panama (Borrower) of not to exceed two million four hundred thousand
dollars ($2,400,000) to assist in financing the costs of a project
for agricultural development in Panama, comprised of the following
activities: (a) furnishing of equipment and supplies for improve-
ment of the National Agricultural School and Experimentel Station

at Divisa ("Divisa"); (b) construction and equipping of facilities
required for agricultural extension and other related services in
six priority areas in Panama ("Extension Services"); (c) furnishing
of supervised agricultural credit for purposes of livestock develop-
ment, and releted activities ("Supervised Cre2t"); (d) such other
agricultural development Activities of the Borrower as may be agreed
upon by Borrower and the Agency for International Development
("A.I.D."); and (e) technical assistance to the Borrower. This loan
shall be subject to the following terms and conditions:

1. Interest and Term:, 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 excee. ten (10) years. Borrower shall pay to AI.D.
in United States dollars on the disbursed balance of the loan
interest of three-quarters of one (3/4 of 1) percent per annum
during the grace period and two (2) percent per annum thereafter.

2, Other Terms and Conditions:

(a) Equipment, materials and services (except marine insurance )
financed under the loan shall be procured from the United
States of America or Panama.

UNCLASSIFIED
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United States dollars utilized under the loan to finance
local costs shall be mede aveilasble to the Borrower or its
designee through appropriate procedures and shall be used
only for procurement in the United States (excepting marine
insurance ).

Prior to first disbursement for costs of Extension Services,
Borrower shall furnish to A.I.D. a time-phased analysis of
its entire rural development program for the areas con-
cerned, including a schedule for the carrying out of
activities complementary to this loan, including land settle-
ment, road and water development, agricultural credit, and
other required activities, together with a plan for financing
and implementation of such scheduled activities. Except as
A.I.D., may otherwise agree in writing, adherence to such
schedule and plan shall constitute a continuing condition to
disbursement for costs of Extension Services.

Prior to first disbursement for costs of Divisa, Borrower
shall furnish assurances that necessary rehabilitation of
certain buildings at Divisa will be undertaken by Borrower
with resources other than the proceeds of this loan.

Procedures and terms and conditions on which Agricultural
Credit is made available shall be subject to the approval
of A I.D.

Except as A,I.D. may otherwise agree in writing, income to
the Borrower generated through the use or loan proceeds shall
be utilized solely for purposes of the Project.

A.I.D. shall have the right to approve all construction sites
for the Project.

Borrower shall provide adequate resources to complete the
Project, and such resources as are required to carry out
the activities contemplated after disbursement of loan
proceeds.
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(1) Borrower shall covenant to provide an effective coordination
of rural development activities in Penama through such
organizational changes in Borrower as may be deemed neces-
sary by Borrower and A.I.D., on the basis of agreement between
them. Borrower shall report to A.I.D. no later than one year
following signature of tlie ILoan Agreement, on its progress in
carrying out such measures.

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

Deputy United States Coordinator
Alliance for Progress

Date
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