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The attached Capital Assistance Paper sets forth
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PANAMA - AGRICULTURAL DEVELOPMENT SUPPORT LOAN 

SUMMARY AND RECOWWDATIONS 

1. APPLICANT: The Government of Panama (GOP). Loan proceeds
 
will be made available 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 MACI and IFE, as well as those
 
of the Agrarian Reform Commission (CRA), which will be involved
 
in intimately related activities, will be effected by the
 

Minister of Agriculture, who presides over all three agencies.
 

2. 	AMOUNT AND TERMS: An amount not to exceed $2,400,000;
 
amortization over 40 years inclusive of a 10-year gr-ce period,
 

with interest at 3/4% per annum for the first 10 years and
 
2% thereafter.
 

3. 	TOTAL COST OF PROJECT - THREE YEARS' ACTIVITIES:
 
LOAN
 

a. 	Support facilities for agricultural extension
 
and related services in six priority areas:
 
(1) Building construction (offices; warehouse,
 

repair and maintenance units; living quarters;
 
marketing sheds) $ 425,000 

(2) Lab and office equipment and furniture 
for above 320,000 

(3) Vehicles (jeeps, pickups, etc.) 
(4) Machinery and equipment for a pilot custom 

farm machinery center; seeds 

215,000 

200,000 

Total support facilities TT-,-co 

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 
Grand Total 

100,000 
295,000 
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Planned GOP input, via MACI, IFE and CRA, toward supporting
the facilities provided under the loan during FY 1965-67:
 
$6,770,000.
 

4. 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 rural areas in
Panama; and by providing funds for supervised credit to livestock producers. Specifically, the loan will be used 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 carryout

agricultural extension and related activities.
 

b. 
The provision for these six areas 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.
 

c. 
The purchase 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 plans to finance the purchase of

quality breeding bulls, artificial insemination, pasture

improvement and supplemental feeding, and stock water
 
development.
 

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

The US AID/Panama direct-hire staff will advise the GOP in
preparation of detailed plans for implementation and will
 
monitor performance.
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. JPOSE OF THE ACTIVITY: The primary purpose of the loan is
 
to finance an expansion of the extension service of the
 
Ministry of Agriculture. This expansion is necessary because 
of the rural development program which has been initiated in 
six priority areas of Panama (see map, ANNEX I). These areas 
are mostly populated by subsistence farmers. It is a prime aim 
of the rural development program to raise living standards of 
Panama's subsistence farmers, who roughly account for two
thirds of all farmers in the country. The rural development 
program is made up of several elements, including: (a) the 
regularization of land ownership; (b) the provision of 
infrastructure facilities, i.e. roads, schools, water, etc.; 
(c) credit and (d) technical assistance. Each of these
 
elements is essential, and the loan finance is directed to
 
the last element. A recent loan to Panama by A.I.D. for a
 
rural cadastral survey and natural resources inventory, is
 
directed. to the first element.
 

A second prime aim of the rural development program is to
 
increase the availability of beef and milk in Panama, and a
 
portion of the loan ($94o,ooo) will be relent to serve the
 
needs of the small livestock farmer.
 

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

6. BACKGROUND OF THE ACTIVITY 

In previous years the United States has aided 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 is 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 developmnent loan applica

tion was renewed. President-elect Robles, who was carried to
 

victory by the rural areas of the country (offsetting his 
electoral weakness in the urban centers), has pledged himself 
to a dynamic program of rural development. He has expressed
 

the hope that a loan agreement be accomplished on the day of
 

his inauguration, October 1.
 

7. 	 EXIMBANK INTEREST: Eximbe.nk officially confirmed on
 
September 29, 1.904, tbrt it ts not interested in this prolect.
 

8. 	MISSION VIEWS: Since this Program is top priority in the
 

"Plan Robles," also since increased agricultural production
 

and rural security are such important goals, the Country Team
 

strongly recommends approval of this loan.
 

9. 	STATUTORY CRITERIA: All statutory criteria have been or will
 

be met. See ANNT K.) 

10. PROBLEM:
 

The activities specifically related to the six development 

areas, covered in items h and b of section 4 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 A~anje area is already relatively well
 

developed; for example, others are only sparsely settled and
 

lack basic facilities suph as roads, water, etc. It is
 

intended that the technical assistance facilities for the six
 

areas financed under this loan shall be accompanied by parallel
 

development in land 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 special condition precedent
 

is recommended to cover this matter.
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II. RMCOM DATIONS: Authorization of a loan in the amount of
$,OO,00O 	 to the Government of Panama, with loan proceeds to

be made available to the Ministry of Agriculture, Commerce and 
Industries, subject to terms Rnd 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 (4o)
 
years from the first disbursement under the loan, including

a grace period of not to exceed ten (10) years. Borrower
 
shall pay to A.I.D. in United States dollars on the
 
disbursed balance of the loan interest of three-quarters

of one (3/4 of 1) percent per annum during the
 
grace period and two (2) percent per annum thereafter.
 

B. 	Other Terms and Conditions:
 

(a) Equipment, materials anu services (except marine
 
insurance and technical assistarnce 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 made 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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(d) 	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.
 

(e) 	Procedures and terms and conditions on which
 
Agricultural Credit is made available shall be sub
ject 	to the approval of A.I.D.
 

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

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

(h) 	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.
 

(i) 	Borrower shall covenant to provide an effective
 
coordination of rural development activities in
 
Panama through such organizational changes in
 
Borrower as may be deemed necessary 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 the Loan Agreement, on
 
its progress in carrying out such measures.
 

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

(k) 	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
 
Harold 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(" 
Alexander Lipsman, LA/PAN 7 
Anne R. McClelland:LA/PAN 1.Eilif V.Miller'LA/il" 
Virgil C. Peterson, LA/ID
 

Drafted by: 	 Harold Feldt/Jarvis Miller/George Grande/ARMcC~e and/
 
RTMurphy, et al.
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A. HISTORY AND BACKGROUND 

Over the past year and a half, Panamanian ministries and
 
agencies have collaborated with the National Planning Department
 
to develop an over-all program for Panama'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 began. 
It was decided to concentrate
 
available resources in priority areas. 
A series of meetings were
 
held and all public and autonomous agencies concerned with rural
 
programs participated. Six priority areas were selected, and
 
each agency agr ed to direct its efforts in a coordinated manner
 
to these areasT. The areas selected cover some 577,000 hectares
 
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 prepqred to mobilize the resources
 
necessary to make it successful.!2
 

/1 - See Annex I (Map)
 

/2 - See the "Plan Robles," Annex A
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The whole package of rural development includes several 
major interrelated elements - all of which must be planned and 
activated in order to achieve the impact which the next Administra
tion is seeking. Briefly, these elements are described as follows:jl 

1. Basic Studies
 

This work is being directed by the Comision de Reforma
 
Agraria (CRA) under the leadership of the highly respected
 
Sr. Porfirio Gomez. It will include aerial photography, map making
 
and various studies to serve a multiplicity of purposes for all
 
other interested agencies. A major feature will be the cadastral
 
survey, covering nearly 9 million acres and most of the rural
 
population. This survey will delineate, map and identify all
 
individual properties. Thus, it will provide a basis for sale
 
of lands, for adjudication of titles and for land value appraisals,
 
on which to base tax reforms. Other studies or inventories of
 
soils, water resources, forests and minerals will provide a basis
 
for adjustments in land use and ownership, for conservation of
 

natural resources, for wise exploitation of forests and minerals,
 
for irrigation and drainage 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 Cartografia were improved by a
 
$1,000,000 A.I.D. Grant. More recently a 400,000 A.I.D. loan
 
was approved, to help finance the above-described work. CRA, as an
 
autonomous agency (of which the Minister of Agriculture is
 
President of the Board) plans a budget of $895,000 for 1965 (exclud
ing loan funds) and this amount should increase in future years,
 
as revenues increase.
 

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

/1 - The Loan Team:zomments shown below,are for information only.
 
Recommendations made by the Team do not represent decisions
 
made by A.I.D.
 

UNCLASSIFIED
 



-3- UNCLASSIFIED
 

2. Transportation and Power
 

The importance of roads and electrification in any com
prehensive rural development program does not require elaboration.
 
Panama is well advanced in its program to provide the major
 

national networks of roads and electricity facilities. Responsi
bility within the GOP for these programs is vesteet in Caminos,
 
Aeropuertos y Muelles (CAM), a part of the Ministerlo de Obras
 
Publicas (for roads) and in the Instituto de Recursos
 
Hidraulicos y Electrificacion (IRHE), with respect to electrifica
tion. Extension of these facilities into the various high
 
priority rural areas has begun but much of the total job remains
 
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 same 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 make use of its contract with
 
the National Rural Electric Cooperative Association (NRECA) in
 

Washington. Under terms of this contract a task order should be
 

issued to NRECA, calling for a series of consultants to work
 

with IRHE officials 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 Impr,,vement
 

In all of the selected areas there are certain major
 
improvements to be made-that are normally beyond the powers of
 
individual farmers. These include such public works or large
 
scale operations as irrigation and drainage, land clearing, soil
 
and forest conservation measures, etc.
 

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

4. Agricultural 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 a ricultural
 
technicians, short course training of farmers, in-service training,
 
applied research with emphasis on farm management problems,
 
extension and information services, special crop or livestock
 
campaigns, etc. The training and research components are already
 
being carried out in the National Agricultural School and
 
Experimental Station at Divisa. The extension component is
 
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 Agrarian Reform
 
Agency (CRA), and IFE, the National Agricultural Credit Agency.
 
It is planned to increase and improve the technical staffs of
 
these three agencies and to coordinate their activities so as to
 
achieve good team work and concentration 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 major
 
reorganization with technical assistance provided by the IDB in con
nection with its $2.9 million 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 aluo received
 
periodic appropriation in the national budget. Credit operations

in 1964 are expected to total about $2.5 million, financed in part
vith the proceeds of the $2.9 million IDB loan. (Initial
 
disbursement of the loan, 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, disburoements 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 small loano 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 GOP technical
 
facilities for supervised credit. With the land settlement and
 
rural development programs now scheduled, the expanding need for,
 
and the increased capacity to absorb, supervised credit will in
 
turn give rJ ,eto 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 remain of course close to a
 
$2 million undisbursed balance of the IDB loan, and about $700,000
 
of this are pl&nned for use in the six areas to meet initial
 
needs for credit for fixed capital. The present oan wil
 
provide $940,000 for supervised credit for specifiL purposes for the
 
smaller livestock producers. Still not provided for, however, are
 
the supervised loans to crop farmers and any additional needs of
 
the smaller livestock producers. Apparently designed to meet this
 
gap is a $1.25 million loan request by IFE now under consideration
 
for financing by the Social Progress Trust Fund. The material
 
presented however is incomplete end A.I.D. has requested

additiconal information from IDB, including clarification of the
 
relationship of the $1.25 million request (submitted in November
 
1963) to a proposed application for $3.5 million for suervised
 
agricultural credit now being reviewed within Panamanian 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 that the technical staff for carrying out 
is in needthe "supervision" aspect of the credit for the six areas 


Plans are already underway both
of both improvement and expansion. 

for hiring additional staff and for better utilization of the
 

resources that do exist by pooling the manpower resources of MACI,
 

CRA, IFE, and perhaps other agencies, and reassigning the agents
 
In addition, the subject
to different areas on a priority basis. 


loan will provide funds for the technical services of two rural
 

area development advisors and a specialist in superviced agricultural
 

credit.
 

A.I.D. will also study the possibilities for establishing
 

local credit cooperatives as a channel for loan funds to the
 

smaller farmers, with particular attention to cooperatives developed
 

along the production credit association format, utilizing the
 

formal structure of a credit union. Exploration will be made to
 

determine the extent to which the facilities and personnel presently
 

provided from grant funds (Contract AID/csd-236, Task Order No. 4)
 

can be utilized to assess the possibilities, and assist in
 

establishing such cooperatives.
 

6. Public Health and Education
 

There are three GOP agencies involved here, that have
 

planned rural activities - all of which are subject to review,
 

appraisal and modifications. The Ministerio de Salud Publics
 

has submitted a loan request for $1,098,000 for the construction
 

of small public health centers and for well drilling and provision
 
At the same time an autonomous
of water to rural communities. 


agency, Instituto de Acueductos y Alcantarillados Nacional
 

(IDAAN), has planned aqueduct systems for rural communities 
and
 

the Ministry of Education has made plans to meet the need for
 

rural primary schools.
 

All of these activities will be reviewed and coordinated
 

--to achieve more concentration, to encourage more "self help" and
 

to determine their priority position in the whole list of public
 

investments.
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7. Housing 

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 Urbanizacion) through the development of self-help
 
home improvement practices. However, additional study is required.
 

8. Rural Industries 

In the GOP planning to date, very little thought has 
been given to this subject with specific referenze 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 is expected that the new Development Bank (DISA),
 
supported by a $5,100,000 A.I.D. loan, will cooperate with
 
respect to this important element.
 

9. Community Action 

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

The organization of cooperatives should be of prime
 
importance in this process; especially 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 manage
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 
with a complementary Panamanian task force in working out the 
necessary details. 
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B. BORROWER AND EXECUTING AGENCY
 

1. Borrower
 

The Government of Panama (GOP).
 

The Ministry of Agriculture, Commerce
2. Executing Agency: 

and Industries. 

A governmental agency to deal with problems in agriculture
 
a section of the
 was established well over fifty years ago as 


Secretariat of revelopment which later became the Secretariat 
of
 

Public Works. Lecognition 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 was transferred to 
the
 

Secretariat of Education the name of wnich was then 
changed to
 

Secretariat of Education and Agriculture.
 

Four years later a new cabinet department was created 
with
 

field of agriculture.
the main responsibility for developments in the 


The original name of Secretariat of Agriculture and 
Commerce (created
 

by law of September 1940) was changed a year later 
to Ministry of
 

The present name, Ministry of Agriculture,
Agriculture and Commerce. 


Commerce and Industries was adopted by Legislative Decree in 
June 1945.
 

The principal purpose of the Ministry of Agriculture, 
Com

merce and Industries involves the achievement of 
two objectives:
 

(a) the greatest possible welfare of the farming 
population and the
 

most rapid social and economic development of 
the agricultural sec

tor to levels comparable with other sectors of the 
economy; and
 

(b) the maximum use of natural resources to a level 
compatible with
 

their adequate conservation.
 

Organization charts of the Executive Branch of the 
Government 

and of the Ministry of Agriculture, Commerce and 
Industries along with 

a list of the top staff members of the Ministry 
are attached. (See 

ANNEX F.)
 

The agricultural credit portion of this loan will be
 

adminiitered by MACI, with the Instituto de Fomento 
Economico (IFE)
 

acting as financial agent.
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IF is an autonomous agency of the 00P created in 1953. 
Its met important current activities are the ganiting of loans 
to farmers (it is the official egticultural credit agency of the
OOP), the administration 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
vestments and direct support from the GOP. As noted, it presently
has a loan of $2.9 million from the IDB and is requesting another 
loan 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 1964. 

In the opinion of the survey team, IFE is capable of
 
performing satisfactorily the operations envisioned under this
 
loan.
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C, THE-PROJECT
 

The project consists essentially of providing facilities 
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 a livestock improvement program, and U.S. 
technical advice. The Panamanian 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 and 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, Santa Rita, Sardinilla, Montijo and Toabre
 

(See Map - Annex I). At the present time, most of these areas
 
are sparsely settled and cultivated only in very primitive fashion.
 
They have been selected as the agricultural areas of Panama having
 
the most potential for rapid 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 program,
 

of which this loan project is a part, is designed to result in en
 
extensive increase of production in the areas indicated; the
 

program 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 will finance the following: 

(a) hxtersion centers. Sixteen mall office building 
to be onstructed in the six areas to provide headquarters and 
field offices for the technical assistance activities of the 
Ministry, the credit activities of IF, and the land settlement 
activities of the Agrarian Reform Comiission. Attached to 
these centers will also be six warehouses, repair and minten
once units, and six living-quarter units for bachelor staff. 

(b) Equipment and ftrnishings for the extension 
centers. The purchase of furniture and equipment for the 
offices and living quarters, laboratory equipment and apparatus,
and agricultural machinery, equipment and tools., needed to 
equip the extension centers; the procurement of automotive 
vehicles (jeeps, pickups, etc.) needed forthe field extension 
work; 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 be available for programs in other parts of Panama. 
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J. Technical assistance. Funds eirmarked for technical 
aid vIil finance the costs of three United States technicians: 
& supervised agricultural credit specialist to be assigned to 
the IM, who vill concentrate on the development of procedures
and the training of Pnananianq and tvo generalist rural area 
development advisors, who vll work with key Panamanian tech
niclans in the field. 

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

It is noted that the Borrower's original application

also included $55,000 for the rehabilitation of physical plant
 
at 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. However,
 
Inasmuch as the rehabilitation of the physical plant at Divisa
 
Is essential to the efficient operation of the Panamanian 
extension service, as well 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 loan, that satisfactory evidence be provided that pro
vision has been made for the needed repairs and renovations.
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D. ENGINEERING ANALYSIS 

1. Engineering Plan for Execution of Project 

Preparation of plans, specifications and bid documents, 
analysis of bids and supervision of construction 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 assist

ants. Provisions for two additional engineers are included in the 

Department's current budgetary request. Preliminary plans and 
specifications are available, and construction drawings for the 
buildings are presently about fifty percent complete. The Depart

ment is considered to have the capability to complete them as
 

required to conform to the proposed construction schedule. Some
 

of the engineers and surveyors now assigned to field offices of
 

the Department will be utilized for site layout work and 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 Panama and the United States will be eligible to submit bids.
 

The buildings are of relatively simple single-story type consisting
 

of Administrative Centers, Bachelors' Quarters, Warehouses, and
 

Marketing Sheds. These types are similar to housing, school, and
 

light industry construction for which there are presently a
 

number of competent Panamanian construction firms.
 

2. Technical Feasibility
 

The Project will initiate a coordinated rural development
 

program for Panama with the establishment of six development areas,
 

one in each of six different provinces.
 

Statistical and economic analysis of the six areas has
 

been made, including population, number of families and farm units,
 

value and kind of agricultural production, farm input cost, and
 

net yield to farmers, at present and after completion of the
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project. Information related to topography, soils, hydrography,
 
climate, road systems and markets has been investigated and com
piled for each of the six areas, together with information on
 
land distribution and 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 is the sector of the economy that shows the greatest absolute
 
increase of the labor force. In 1960 there was a total of 155,690
 
persons economically active in agriculture, which is 57 percent of
 
the total labor force in the country. For the six area involved
 
in the Project it is cxpected that at the end of five years the
 
production will have increased from a present gross value of
 
$12 million to $22.5 million, an increase of 86 percent, while the
 
net yield to farmers will increase from a present value of
 
$2.1 million to $5.8 million, for a net gain of $3.7 million, an
 
increase of 170 percent.
 

The Project is essentially of a service nature and does
 
not include large construction works. Construction items consist
 
of service types of buildings and living quarters for bachelors.
 
(Housing for married persons is available in towns adjacent to the
 
areas where extension work will be carried on.) Procurement will
 
include agricultural machinery and equipment, vehicles, seed,
 
furniture, office and laboratory equipment. A special credit fund
 
will provide for financing procurement of high quality bulls
 
and other livestock improvements. The Project also provides for
 
technical advisory assistance for 18 months.
 

The estimate of cost for buildings is based on the unit
 
cost per square meter of similgr type construction in Panama as
 
follows: covered areas, $80/M ; open areas, $40/M; warehouses and
 
marketing 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.
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Detailed equipment lists have been submitted by the
 
borrower, and equipment costs indicated in the loan pmper were
 
based on specified unit costs.
 

The Project requirements in terms of technical manpower
 
buildings, equipment and vehicles needed and estimate of costs
 

result from review by a Rural Development Advisory Team provided
 
by A.I.D. to review the Project as presented in the loan applica

tion of the Government of Panama. The team concluded that suffi
cient trained staff is available at present to initiate the
 
program. Additional trained staff can be made available to
 
augment the presently available personnel as required.
 

It is considered that necessary substantive technical
 
and financial planning for the Project have been completed and a
 

reasonable 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 installation to be constructed under
 

the loan will exceed $100,000.
 

UNCLASSIFIED
 



- 16 - UCACSIui'D
 

E. ECONOMIC ANALYSIS 

i. Place of Project in Program 

This project is 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 products and by bringing

substantial numbers of rural familit;ses into the national market 
economy.
 

In the face of slow progress made in rural development in
 
Panama in recent years and with a shortage of resources, both
financial and.technical, the Government of Panama in 1963 selected
 
six areas in which to initiate a comprehen:sive rural area develop
ment program. The objective is 
not only to increase agricultural

production and improve the level of living of the rural family,

but also to demons-rate the effizacy of the approach.
 

The steps'involved in the proposed activity are:
 

a. Regularization of land ownership.
 

b. The application of Tecnical assistance and credit.
 

c. The development of necessary support services -
transportation, marketing, education., and public
 
health.
 

This integrated approach, it is estimated, will result

in a doubling of agricultural and livestock production in the
 
pilot areas in five years.
 

Previous programs of the Governmeqt of Panama and AIDhave laid the groundwork for this activity. Programs in 
agricultural extension, participant training, agricultural 
education and agricultural research have developed a group of
capable technicians who are in a position to assist in this 
activity. The AID-IBRD road program has developed major
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access roads for the areas selected for intensive development
 

activity. The IDB agricultural credit activities have made
 

avnilable funds for lending and assisted in reorganization of
 

the major agricultural credit agency. The A.I.D. loan for a
 

survey will contribute
vxral cadastral and natural resources 


valuable information for purposes of establishing property 
Te A.I.D. loan authorized for feasibility
rights and planning. 


studies will make available resources for planning development
 

activities in vital segments of tie rural development program, 
feeder roads, irrigation, and agricultural
particularly in 


marketing.
 

The present loan will provide the financing for:
 

a. Improvement of facilities for research, vocatioral 

training and adult education. 

b. Providing necessary facilities and equipment for 

the activities of the key government agencies work

ing in the six prioritj areas. 

c. A revolving fund for firancing key inputs required 

in livestock improvement. 

Technical assistance in rural area development.
d. 


2. Project's Contribution to Cowitry s Economic Levelopment
 

This project will enable the Ministry of Agricultvre
 

to provide the required technical supporting services for tl'e rural
 

area development project. The assistance made available wl.ll be
 

used to construct and equip the extension and research facilities
 

required for this purpose; to provide a revolving f-uxd for the
 

provision of credit for strategic development inputs; and
 

to provide the necessary external technical assistance required 
for
 

This assistance will complementthe initiation of this activity. 


the efforts of the Ministry and enable it to carry, out successfully
 

its mission.
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3. Program Background
 

Panama's gross national product has been increasing by ov~er 
5 percent annually over the past decade; Jts per capita GNP, b)
 
somewhat less than 2.5 percer. 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 Panama 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 rajor
 

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 11.7 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
 
enforcern0* and assessment measures.
 

To help achieve mor WAbalnced 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 and 

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 hand, Panama,
 
like the countries of Central America, caottt grow sufficiently by
 

reliance on the home market and for the sake of its own longer
 

term development should associate itself with the Central America
 

Common Market.
 

Within the context of the foregoing, U.S. assistance is
 

directed toward the following goals: (a) agrarian reform and
 

rural development, to bring into the national economy the rural
 

half of the population which is now of little or no economic
 

importance; (b) the growth of Panamanian domestic industry, again
 

to broaden the base of the economy, reduce reliance on imports,
 

and provide a vehicle for channeling monre domestic investment
 

in Panama; (c) the development of Panamanian credit institutions
 

to accelerate agricultural development, industrialization and
 

housing, and to help mobilize domestic resources through the stimu

lation of private investment; (d) a broad program of fiscal and
 

tax reform and the improvement of manpower skills and administra

tive practices, both government and private, to provide the
 

resources necessary to support the desired development.
 

4. Panama - Current Economic Situation
 

Between 1945 and 1960, the Panamanian economy underwent
 

important structural changes. The military deactivation of the
 

Canal Zone at the close of the Second World War was an important
 
cause leading to an absolute contraction in the GDP, per capita
 
income and employment level. As a result of these structural
 

transformations, what had amounted 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 characterizing the national
 

economy became accentuated. The active population employed in
 

commerce, transport, warehousing, communications and services
 

increased from 26% in 1950 to 29% in 1960; in other words,
 

contractions occurred in the employment level for agriculture
 

and the Canal Zone, which were reflected in employmert increases
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in commerce end services and a rise in the unemployment 
level
 

1960, In 1962, the per capitafrom 8% in 1950 to 9.4% in 
444 balboas (1950 value) the highest figure in 

GDP of Panama was 
Central America and more than double the regional 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

as well as to
 
tion farming (bananas, citrus fruits, oil palm), 


activities linked to the Canal economy; for example, the construction
 

The dynamic activity of the conof a large petroleum refinery. 


struction industry has also been a decisive factor 
in such expan-


Noteworthy among these activities have been the 
construction


sion. 

of a modern hotel, the Bjidge of the America, the IVU housing
 

developments, etc. However, the growth figures conceal certain
 

structural problems, including the spiraling development 
of
 

the construction industry and the rather modest 
growth of agri

culture with industry as a whole exhibiting intermediate 
growth.
 

a result, only 34% of the Panamanian GDP is generated 
by com-


As 

modity producing sectors, while commerce, banking, 

housing
 

ownership, public administration and service generate 
48% of the
 

GDP. Gross investment in Panama 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 total.
 

The purchase of capital goods represented only 3.2% 
of GDP in
 

1955 and 4,94 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-


A large part of the rural population is nomadic,

ship deeds. 

with a two-year cycle of migration that diminishes 

or annuls
 
In addition, there
 

agricultural expansion in the alternate years. 


is a substantial flow of migrants in quest of better lands.
 

are less than five
 Forty-six percent (46%) of existing farms 


are occupied by deedless farmers.
hectares in size, and 51% 
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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 of marketing systems, the price-support policy and
 
the lack of financial a~sistance adversely affect this sector of
 
the economy. The limited development of agriculture prevents it
 
from satisfying domestic consumer needs and leads 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 oils, sanitary appliances, windows,etc.
 
The market is limited by the small population and the concentra
tion of income in the hands of urban consumers with a marked
 

propensity to consume imported goods. Electric power generation
 
has risen substantially from 147 KWH annually per capita in 1952
 
to 225 KWH in 1959. However, the ratio of installed capacity
 
(58 watts per capita) to output indicates limited utilization of
 
the output.
 

Panama has no monetary authority or autonomous monetary
 
system. Under the agreement signed with the United States Govern

ment in 1904, Panama undertook to maintain the value of
 
Panamanian currency, denominated in balboas, on a par with the dol
lar and to limit its currency issues of silver coinage. The
 
Panamanian monetary 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 and savings deposits partially financed this increase,
 
but the credit expansion has not been significantly oriented
 
towards the development of production.
 

The central government budget includes revenue from State
 

monopolies, public utilities services, the national lotery. the
 
hippodrome and the casino, as well as tax receipts. Between 1955
 
and 1962, current government receipts 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%. In 1962, such service absorbed
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9.5 million balboas, or 14% of ordinary revenue. Total expenditures 
were 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 had averaged about $30.0 million with
 

bananas accounting for about 60%, and shrimp, 15-20%, of the
 
total. Panama's balance of payments is characterized by a large
 

deficit in merchandise trade, offset by receipts from the Canal
 

Zone, tourism and the inflow of foreign capital. Loans received
 

by the public sector have been an important factor in financing a
 

portion 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 to $87.3 million. It further estimates that the servicing
 

of external 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 ANALYSIS
 

1. Financial Plan
 

The NationalPlanning Commission of the GOP has reviewed
 
this activity and given it top priority from the standpoint of
 
need &nd GOP repayment capacity.
 

A.I.D. funds in the amount of some $1,500,000 will be used
 
for the foreign exchange costs of procurement of U.S. equipment,
 
materials, vehicles and contractual services required in the
 
execution of the project, and some $900,000 will be used for local
 
costs for the project. A breakdown of the $2,400,000 A.I.D. loan
 
as to local and foreign exchange costs is given below: 

PANAMA--RURAL DEVELOPMENT PROGRAM 

Loan Fundi Breakdown 

Items 

Foreign 
Exchange 

Costs 
Local 
Costs 

Total 
Loan 

Building Construction 
Divisa 
Equipment 

Area Facilities--office furn. 
& equip., lab. equip, 
ag. equip., etc. 

Vehicles 
Ag.machinery & equip. for 

custom work; seed 
Livestock Improvement 

Bulls - purchase 
Pasture Imp. & Feeding 
Water Facilities 

$ 42,500 

65,000 

304,000 
215,000 

195,000 

300,000 
50,000 

100,000 

$ 382,500 

5,000 

16,000 
-

5,000 

180,000 
110,000 
200,000 

$ 425,000 

70,000 

320,000 
215,000 

200,000 

480,000 
160,000 
300,000 

Technical Assistance 
Subtotal 

12 '000 
$, 396,500 

-
9-,500 

125PO00 
$2295,000 

Contingency 
Grand Total 

100 000 
2395000 
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2. Action by Eximbank and International Institutions
 

Eximbank officially 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/Origin and Procurement of Goods and Services 

Procurement of goods and services under this loan is
 

restricted to Panama 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 this loan 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 
increased r.o A result of this project, additional traderevenues are 


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 Program is
 
being centralized by GOP President Robles into the next Minister
 
of Agriculture, Sr. Rube; Carles. Sr. Carles is a career employee
 
of the Chase Manhattan Bank, on leave to accept this important GOP
 
post, and he is generally esteemed as being competent, honest,
 
dynamic, and extremely anxious to make a good record. He is an 
economist by training and is a professor of economics at the 
National University. In l is work with the Chase Manhattan Bank, 
he has participated in the development and operation of a unique 
livestock credit lending program which has been quite successful. 
This has provided him with an excellent insight into the problems 
of rural development in Panama. In 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 
arid CRA) will constitute the bulwark of the new rural development 
program. 

President-elect Robles has indicated that this program has 
high priority ana a strong determination to take whatever steps 
are necessary, in order to effectuate proper coordination with
 
tie several other GOP agencies (Ministries of Public Health and
 
Education, Housing Institute, Water Resources and Electrification
 
Institute, National Highway Department, etc.) that have a stake
 
i this Program. (See Annex A.)
 

1, Technical Advisor, Services
 

This loan provides for needed foreign 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 maintain a Rural Development
 
staff of five direct-hire technicians, whose major fumction will
 
be that of facilitating and monitoring this Program, including
 
previous loans (such as the $2.4 million for cadastral siuveys) and
 
possibly such future loans relating directly to this activity in
 
the six priority areas as public health centers, Lfeeder road build
ing, rural electrification, etc.
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2. Organization and Planning
 

A number of activities are contemplated under this subject,
 

which should be completed in the course of the first three months
 

after signing the loan.
 

a. Goverment Organization and Coordination
 

A GOP request has been transmitted to AID/W for a
 

special team, to spend about one month in Panama, 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
 

team is quite urgent since the questions of reorganization 
and
 

coordination are high on the GOP's list of priority actions 
to be
 

The GOP is especially anxious to create an administrative
taken. 

mechanism 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
 
Preliminary


preliminaries of this task during the past two years. 


plans and specifications examined by the Loan Team 
satisfy FAA 611.
 

The plans and specifications required for bids on 
construction con

tracts are scheduledfor completion by January 1965.
 

c. Preparation of Furniture, Equipment and Supplies 
Lists
 

As with the preceding task, much of the preliminary
 

work has already been done by MACI and final lists, 
adequate for
 
Preparation


procurement, will be completed before January 1965. 


of equipment lists is,however, well advanced and 
data presented
 

to the Loan Team are adequate for purposes of FAA 
611.
 

d. Preparation of Plans and Projects for Integrated
 

Rural Development
 

MACI, IFE and CRA, in cooperation with other GOP
 

agencies and with US AID advisory assistance will 
pla,e special
 

This will
 
emphasis on this task during the last quarter of 1964. 


include:
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(I) A more detailed scheduling of the work by CRA, in
 
the six areas, 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.
 

(2) 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
 
to meet these requirements; and a review by the GOP
 
of its present and prospective loan agreements with
 
IDB, with a view to providing effective service of
 
the credit needs.
 

(3) 	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.)
 

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

(5) 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 accordance with above described work
 
plans.
 

3. Planning for Feasibility Studies 

A number of activities cannot be initiated on an adequate
 
scale until regular feasibility studies are made, with financing out
 
of the $2,000,000 feasibility loan 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 Panama City and other marketing centers;
 
also including export market outlooks.
 

c. 	More detailed studies on the feasibility of various
 
proposed irrigation/drainage projects.
 

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

4. Staffing 

a. Panamanian Technical Staff
 

Staffing requirements of MACI, CRA and IFE have been
 

carefully analyzed by these agencies, as summarized in the follow
ing table:
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PEMSOE AND REIATED OTARATING COSTS OF MCI, 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. 

Department heads and various subject matter specialists who plan andA. 

supervise various project activities 

1. Program & Planning MACI 5 5 	 6
 

2. Animal Sciences " 36 42 59
 
31 53
3. Plant Sciences 	 " 28 


" 13 16 26
4. Ag. Economists 

14
5. Ag. Engineering 11 	 16
 

6. Nat'l Extension Service 	 12 13 15
 

7. Agrarian Reform Super
visors & Surveyors CRA 25 27 33
 

17 20
8. Ag. Credit Supervision IFE 17 


B. 	Area Development Staff assigned to various field offices, with
 

emphasis on six priority areas 

1. Area Coordinators end
 

Admin. Assistants MACI 6 12 12
 

2. Ag. Credit Agents IFE 23 26 30
 

3. Land Settlement Agents CRA 6 6 	 8
 

4. Extension agents, rural
 
youth & home improve

120 126
ment agents MACI 	 112 


294 329 404
TOTALS 

$ 896,700 $1,004,000 $1,260,800
C. 	Salary Costs 


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

The necessary reassignments, transfers and new
 
recruitments and training courses will be organized in accordance
 
with plans described above under "Organization and Planning."
 

b. Foreign Advisors
 

U.S. and other foreign advisors will be provided as 
described above under "Technical Assistance. " The A.I.D. direct
hire staff for rural development and the three contract consItahts 
to be financed from this loan will be required on an urgent basis. 
Consideration also should be given to the financing of a Land-
Grant College X.itract to provide necessary technical backstopping 
in agricultural education, research and extension for the longer
 
term.
 

5. %onstruction 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 receive
 
loan funds and to handle all details with relation to the purchases
 
or procurement of furniture, office equipment and supplies,
 
laboratory equipment, vehicles, agricultural machinery and equip
ment, seeds, frozen semen and miscellaneous supplies. One such
 
office already exists, in CRA, with authority to handle this pro
curement function, free of normal government restrictions and red
 
tape. The "organization" study, described above, should result in
 
a new administrative set up to serve MACI, with authority similar
 
to that already granted to CRA.
 

The schedule on procurements will coincide closely with
 
the construction schedules.
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7. Supervised Livestock Credit
 

It is anticipated that the livestock credit recommended in 

this paper will be disbursed through IFE, which will handle the 
banking aspects, pursuant to farm plans worked out and supervised 
by Ministry of Agricultural technicians. The possibility for estab

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 technicians located in the field
 

who can be made immediately available 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.
 

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 to have adequate staff for this purpose. The US AID feels
 

that the priority nature of this project adequately justifies 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 a part of a complex of interrelated rural development
 
activities. These activities include construction of feeder roads,
 
water supply facilities, land titling (a necessary precursor to
 
agricultural credit), provision of sufficient agricultural 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 loan. 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
 
has 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 roads already exist leading into all the
 
geographic areas to be developed under this loan pro ject. However,
 
the essential feeder roads which are necessary for adequate de
velopment are lacking in some of the areas. The Government of
 
Panama plans to provide the necessary roads. Specifically, an
 
early use planned by the GOP for the A.I.D. Feasibility Loan 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 agricultural capital in the
 
six areas for approximately a two to three-year period. In addition,
 
the IDB is presently considering a loan to IFE for provision of
 
working and fixed capital to farmers, in the amount of $1.25 mil
lion.
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The ID3 has indicated to A.I.D., both 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 Paiama 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 Develoent 

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 is 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 is 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
 
as a 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 demindh. and aspirations of our people, and the 

necessity of improving living conditions. Panamd continues 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 the 

full benefits of our expanding economy. These. people need better schools and 

health centers, more employment opportunities and assistance in increasing their
 

production of livestock and crops, which is so vital to the needs of Panama.
 

We must as a nation find ways and means to extend the technique s of modem
 

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 

r4pe, corn and beans. It is necessary to produce locally some items that we 

p'esently are importing and could be producing locally under satisfactory conditions. 

We have to abcelerate the process of import, substitution and expand our exports 

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

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

Vtheihr position in the. external market and provide -local consumers the benefits oof 

'better quality-and lower'prices. And finally,, we must stimulate the use of 

industrial products by our farmers. I know the attainment cd these objectives and 

the solutions to these Iroblems 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 and will succeed. 
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Intearated _ural Develooment Froam 

that will be designed to mobilize all
is now being repared,A new Program 


and apply them in a logical,
both domestic and foreign,available resources 

to obtain rapid and sustained rural development. In this Program,
orderly manner 

as a team to provide many
a-number of agencies of this Government will work 

so as to place each priority area in a position
strategic benefits or services, 

This will result in greater security, increased production, higher 
to prosper. 

better housing and many other benefits. The results 
incomes, improved health, 

area should point the way to the extension of 
of our efforts in each selected 

Other Latin American countries also will 
similar activities throughout Panam&. 

to rural development on an 
be interested in observing this Panama approach 

plot area basis.Integrated, 

Cadastral Survey
 

The logical, initial phase of rural development is being carried out by the
 

We refer to the national cadastral survey,

Comisi6n de Reforma Agraria (CRA). 

35,000 square kilometers or practically all of the populated and 
which will cover 

This project mill provide
accessible parts of the country in the next three years. 


maps that will be of great utility to

mosaics and large-scaleaerial photos, 


identifying all
 
numerous agencies. It will provide cadastral maps and record, 


will include inventories of our
 
properties and farmers or occupants. Also it 


vegetation, minerals, etc.) as a basis for
 
natural resources (soils, water, 

mineral 
determining the use capabilities of the land, the possibilities of forest or 

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

centers. This does not 
on the basis of being accessible to the major marketing 

Within each area many kilometers of 
mean that the problem of roads is solved. 


roads must be planned, designed, bullt and maintained in order to provide
 

year-round access to and from all farms. 

Therefore, we are 
This aspect of the development process will be expensive. 

In this light we shall 
looking for adequate roads at the cheapest possible cost. 

insist on local participation through the organization of road building and main

and on a maximum contribution of labor from the areatenance units in each 

settlers and from local community groups. 

has tentatively
The department of CAM of the Ministerlo de Obras Pdblicas, 

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 

being prepared. As a first step, another 
assistance and a loan application is 

to assist CAM in preparingon an urgent basis,feasibility study will be made, 

which will include a large
detailed plans for roads in the six priority areas,more 

of "self help" by the various local communities.measure 

Rural Electrification 

to stimulate rural development are quite
The advantages of electrification 

obvious. 

In accordance with the National Economic Development Program, the Instituto 

de Recursos Hidrdulicos y Electrificaci6n (IRHE) will support this Rural Development 
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Program by concentrating its rural electification efforts in the selected areas, 

insofar as possible. We are asking RH officials to work closely with the Minister 

of Agriculture and others in developing a plan to conform with the Rural Development 

objectives. 

In addition, it is planned to contract for one or mqre highly qualified consultants 

to work with IRHE in the development of its program in these areas. 
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Agricultural Deyslooment Services 

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 application, to provide financirg for those Ministry facilities and 

services which must be improved in order to provide adequate technical assistance 

to farmers in the priority areas, has been submitted to AID. A number of inter

related project activities 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 Agrfcoids, and conducting short courses as well as 

conduc.ting 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 production of fruits and 

vegetables. 

4. 	 Major attention to the very important 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 do Fomento Eaon6mlCo CIT) is obVius. Most d the farmers to 

or at least they have never
be aided by this Program have never had access to credit 

a long term basis,
had credit in adequate amounts, at reasonable interest rates and on 

the role of IFE (as well as other loaning agencies, such
where necessary. Therefore, 

as private banks) will be of crucial and central importance. 

receiving much helpful
IFE now has a growing agricultural credit op ration, which is 

In addition to the
assistance from the Banco Interamericano do Desarrollo (BID). 

a second loan of $1,250,000 has been requested.
first loan of $2,900,000 from BID, 

The new rural development program, however, will place a heavy strain on the 

new
severely limited capital resources of IFE. Moreover, the very nature of this 

Program will necessitate certain modifications in the rules and regulations under 

which iFE now operates, in cooperation with IDB. Essentially, the problem is one 

a position to offer ample credit and technical assistance to the thousands
of being in 

of settlers who will be receiving titles and other benefits from the Agrarian Reform 

special type of carefully supervisedCommission. These settlers will require a 

may find the need to establish a separate department in IFE for
credit. Thus, we 

Agrarian Reform Commission clients, who would In 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 

under
quality bulls to many small ranchers. These funds also may be handled by IFE, 

separate rules and regulations. 

Because of the above considerations the VM Minister of Agriculture, who also 
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will preside over the Boards of CRA and IFE is being requested to give this 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 tjuly 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 POblica (Public Health) has planned the 

needs for small rural health centers and sanitation facilities; the IDAAN has 

estimated the requirements 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 integratecU 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: 

I. Conservation of fruits and vegetables 

2. Manufacture of dairy products 

3. Mixed feed for livestock 
r UNCLASSIFlED 
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4. Comsiroial fed production 

5. Rice drying and milling 

6. Sawmills and wood utiliation, and so on. Handcraft or cottage industries 

also should be considered. 

Lal Community Action 

It is apparent that progress and success in an ambitious program of this kind 

on the action taken by the local community groups to help themselves.will depend 

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 prcxrtim. Only through proper 

cooperation can we attain the basic objective of stmulating the interest and 

enthusiasm of the population. The will to progress, the sense that a higher 

standard of living is a necessity is a fundamental requirement of any development 

program and the best way to generate thisspirit is by asking the population to 

participate and cooperate in our program. 

Coordirtion and Management 

I cannot state too strongly my conviction that'some sort of new administrative 

mechanism is needed to accomplish the necessary coordir tion and to provide 

tight management of the program being undertaken. Beside the local groups and 

various private agencies, at least nine important Government of Panama agencies 

a stake In this program. Add to this the need to relate Panamanianwill have 
WMCA8S5MM 
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as AID. aM, I5RD, UN Specialefforts with those of such International agencies 

me to request the advisory
Fund, and the GAS. This preoccupation has caused 

to Join with a special
assistance of AID and other Alliance for Progress agencies 

studying this problem of coordination and managementPanamanian Task Force in 

The success of this
snd to make detailed recommendations for its solution. 

program requires a closely knit Integration between the basic agencies: 

Ministry of Agriculture 

Comisidn de Reforma Agraria 

Instituto de Fomento Econ6 mico 

In order to reach this 
We need an identification of purpose and unity of action. 

I have instructed the new Minister of Agriculture to weld these
objective, 

under his leadership, the goals set forth in 
instrumentalities together to obtain, 


the program.
 

Priority Areas
 

A great deal of thought and study has gone into the selection of six priority 

con
in which a major part of the total rural development program will be 

areas 

These have been identified as AlanJa,
centrated during the coming four years. 

Tonosf Santa Rita, Sardinilla, Montijo and Toabr6. All together, these six areas 

cover 577,000 hectares of which some 308,000 hectares are suitable for crop 

production or grazing. About 23,000 families now occupy the agricultural areas 

and their annual vilue 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 efforts of the Agrarian ReformThe opportunities for improvement are great. 

a legal title to a well-defined parcelCommission - to give each eligible family 

UNCLASSTMD
 



UNCLASSIFIED 

ANEX A, Pge 12 of i2 

With this title, the farmer becomesof land - are of fundamental 	impottarse. 

Having access to credit, the farmer can take better
eligible for credit from IFE. 

s offered by the Ministry of Agriculture. Withadvantage of tha various servic 

stronger voice in obtaining such more opportunity to progress, the farmer has a 

other public services as roads, electricity schools, health centers, aqueducts, etc. 

to speed up this rural development processWe hope, during the next few years, 

can be made to work effectively with a well-integratedand to demonstrate how it 

program. In this way, Panama 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 - ML DVILOPMN LOAN SU*3SfY 

item 	 Description Estimated CostThous.$
 
1 	 Divisa - National Center for Vocational Training 

and Research: New equipment 70 

2 	 Area Dev. Construction of build'
ings for office space, training conference space,
 
varehoufes, 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 

3 	 Area Dev. All furniture, office equipment, lab
oratory equipment and supplies for item 2 320 

4 	 Vehicles: Jeeps, Pick-ups, etc. 215 

5 	 Agric. Machinery and Equipment: For custom work 
on land preparation/in priority areas 	 175
and crop nhrvesting
 

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

7 	 Livestock (mainly Beef) Improvement: Special credit
 
fund to be administered by IFl, with technical
 
assistance of MACI for financing high quality bulls, 
artificial insemination, pasture improvement,
 
supplementary feed, wells and stock water tanks 940
 

8 	 Technical Advisory Assistance: Contracts 1wth 3
 
foreign advisors for 18 months; including one credit
 
advisor (WM) and two rural area development
 
advisors (MACI) 	 125 

9 Contingency 100 

TCIAL 2.395 
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TAIED IZSCRIPTIuI O PROJECT ACTTVITIES 

1. DVISA - National Center for Vocational Training and Research -$TO0O00 

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 is 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 the main source of production of the 

agriculture knowledge and practical down-to-earth "know-how" that is urgently 

needed to carry out the project.
 

The physical facilities at the experimental center are in poor condition;
 

there is an urgent need for the restoration and repair of the existing buildings
 

and for the purchase of related new equipment. The GOP, as a condition of the
 

loan, will provide for the needed restoration and repairs. These costs are
 

edtimated 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. 

UNCLASSIFIED 
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ESTIMATED COST
 

Purchase of related new equipment
 

1 DC-6 Caterpillar, soils lab. equipment.
 

surveying instruments, mechanics tools 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. ASa re~t CC40tXuctiom - 1:25,000 

Several new paved hlghwwyu and gW/Jei radS 7 2. 1;: -..
 

-1j a#, lwyjr;tcarA lLr.aso!lsc fui;
 

e'.' riti¢c on the deplorable condItIon ofta IL.go number of subsistence farm 

prcducers in some parts of the cour'- I. 

The -ix pecity a:eas covered in this project contain about 577,000 hectares 

of land; of tese 53% are classified as arable land. Approxmaiely 23, 000 fniltes 

ocrupy these lands, and the value of their agricultural produ.'V.Iorn 'n 1961 was 

es'imated at $12,000,0000 

Since these areas have just recently been opened, there * 'e no adeqiuate 

warehouse, laboratory,fae:11W4e9 that -3an be used for office spa-e, seed storsge0 

and marke:,.ng sheds. Therefore, it Is absolutely neces-m,/7 te build all the 

re~*uired fa.i1't"es at the earliest possible date in order to pro-e.de the technical 

services re,er, do The project provides $425,,000 for the cons'7uc.Aon of buildings. 

a. Office and lHving quarters - 22 units $ 259,000 

b. 	 Waehouse, epaiz and
 
main',onance - 6 unIts 116,000
 

. Ma'keting sheds - 3 units 50,000 

This activity will be carried out by the Department of Agricultural Engineering 

of the Ministry of Agriculture. Equipment and facilities financed under this project 

will be operated and maintained by the Area Development Coordinator in each 

priority area, according to the following schedule: 

NBa"IED
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I. ll~~ll
 

a. Oksas oi Uvwlm wWrs 

II its, oioe - - - - - - I* Ia M, It65 to Desmu 31" II6? 
6.3 gft, lmbag s °Mvil 

-gi m W.- 1m115 toIDsebs 31, 1$(? 

b. 	 Waremhu, mpdn md 
imm ootea.6 Wits -- - -- le. 1. 165 to Decembw 31, irf 

o. Marketin dse 3 Iits - - -- -Yen. 1, 1166 to Dmwmeor 31, 19Vi 
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3. Amea _,velco__iont - ALf re 81_w am-dmnt, lamanofv.
n 82

Pdmn n smisI 

All the furniture used in this project will be Identical for 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, small tables, and bulletin racks will be made of good quality 

lumber and simple in design. It is necessary to equip the offices, living quarters, 

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

supplies. 

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

..a. 	 Furniture, office equipment, and supplies---- ei $160,000. 

b. Laboratory equipment and supplies ----------	 35,000 

c. Warehouse equipment and supplies- ---------	 30,000 

d. Marketing shed equipment and supplies - ------- 60,000 

e. Maintenance and repair shop equipment and supplies - 35,000 

Impleaentation
 

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

Equipment and facilities financed under this project Vi11 be operated and 

maintained by the Chief Rural Development officer, of the Ministry of Agriculture, 

in each priority area. The procurement schedule follows& 

a. Living quarters furniture - - -' - --

b. Office equipment and supplies - - Jan. 1, 1965 to December 31, 1967. 

c. Laboratory equipment and supplies - - Jan. 1, 1965 to December 31, 196T., 

d. Warenuuxs eqvUWW% & wplfts -p- 41Sm U, 1965 t0OUeNaier 31,1967. 

e. Marketing shqd equipment and supplies-Jan.l, 1966 to December 31, 196T. 

f. 	 Maintenance and repair shop equipment 
and supplies ------------- Jan.l, 1965 to' eo-bewo 31, 1967 
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4. Vehicles - $215,000
 

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

This not only enables each
 
with the farmer is adequate transportation. 


rural worker to reach many more 
families daily but enables the 

skills and
 

knowledge badly needed by farmers to be more 
widely available because of
 

the shortage of trained and qu&lified rural 
agen s. This loan makes avail

able $215,000 for the importation from the 
U.S.I'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.
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S. 1wac.hne 3 andEid~nt . 

Thousands of Panamanian small fasrs still follow the primitive and 

.oontuxrtes ol-.,dutom of eking out an existence by 'slashing and burning." 

.1ir labc.r:.,ius and wasteful practice is one whereby the farmer clears a 

srilrarea Df the raw jungle with his machcte and then burns the res.idue. 

I- then baixa out sufficient seedbed betwetm the stumps and partially burncd 

logs barely sufficient to plant basic food crops such as rice, corn, bcans, 

yuca, etc. Aftev about two years the natural soil fertility has been rapidly
 

depleted by heavy .%ainstorms and the scorching tropical sun and weedsjungle,
 

insects and diseasei begin .t6close in forcing the defenseless primitive 

farmier to retreat to &new area and repeat the ]Ick-breaking proccss° 

When the more deteiVined decide to stand and establish a permanent home

stend the odds for keep:tA7 ahead of the on.ilaught of nature aru poor. One
 

of the basic factors is tha inability of the farmer to clear land in quantity 

sufficiently frue of stum.i, roots and heavy stones to permit the application
 

of proven Ariculture techniques such as an adequately prepared seedbed
 

fol.oJ.. by good tillage praoticei which in turn enables the use of improved 

s;4d, fortilizers, herbicides and I.nsecticides under conditions which wil 

insure the maximum return from investments made in these items.
 

Yh primitive agriculturist, armed with only a machete, hoe, strong 

muscles and a stot= heart, does a heroic job to keep sufficient acreage under 

crop to barely feed himself ano hiZ a4.i.y a predominantly starch diet. 

However, nothing is left to sell for cash to purchase mcdical care, sfficiEnt 

clothing, education for his children, etc. Whilethis is a pathetic picture 

thu tragidy is the hopelessness of the farmear breaking out of this vicious 

cycli. 

WtAmU WIN 
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i:n.xd-icated abova, the key to increased production by the pCritivu 

%-hi-,;.:a .:::L
.,jtaturiat is to have incrcaed acr~c.-p producing for him on 


: equIp-.ent"to a-thorot % job
-r:icultura practicer ars follov,,:d Ho'..*-n do 

and inittil sucLdIIb. preparation can b. a vital fautoz,clearing the junqlo 


acreage thus obtaint;d, ..;hich
::xn enicving this objective. Increased 

ot- uataly in Panama can b-a made available because of rnlatively littloh 

zind scoarcity, wi.l then justify concantcation of investment in proditc:ion 

t
 
to allo. him to enter the "r-.oney euonmo-.y

by tbha farmr in sufficient voluma 


by me-mis oe surplus production kor cash sales.
 

Fa-mers who now have progressed to the stage of being small rco7,6m-cial
 

fa,.mcrs)," in that they have concentrated On crops best suited to thcir fclr; 

;nsuch as rice or corn, find it often imp6ssible to justify ment ives 

modarn harvesting equipmoint ;ecause of it, in:,.'Cial high 4ot and ability to 

of work than h,' rcui'e Th. availability ofdo a vastly greater volume 

on a customn b:As,, offeis anthis hitjhly eff-icient harvesting rachin-y 

•concr;-ical means of breaking the herveet.r'c-n bottlencc grea-lJy redu':ir.. 

].vsss from crops standing too long in the .ields and *'r'bl.; th_-.
 

schadule , equipment .t
for and production of the next crop on 


.oglc fo'r the a(Lnaago zmder hs CoTniEu'3d " "*
 

f
 .. loan provWas fi.& ft-:- th,, puchaEe 	 and. import from the U V 
s -. co.Ti(:i-Ce.-.rav.ler trectors ,.:.hbulldozers, )!i.prope!led' r.[ 

IIto SCuIFpropel.Cd cori harvestirs. This eqiip-ent is to .b, •...... 

it the 11-inistry o:f Acricultu-.e .eion to ho 

'.he roiLJ.,in," ar Sfact'o:,6 impo.tant to the,E.ff ctive ond efficient 

s:..al
-....d by a d set up 	 U 

• ': c ier. y bain, funded Iufda:'.his loan 	be used to establit..h a 

'.. utor( operation but:the rogr not be expanded until opera.-

UNCILASIFIED :,. 	 ". 
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b. 	 The equipmnt be based at Di.visa whore sx-tchinery is already bing 

.used 	in volac end cvery attc.pt i'cdo to concentrate uservicas in 

de-v lopzrcmt Wras closent to that base, 
which
 a. 	 Equipza," be 'from loading and recgnioed comp.is/nmve like equip

mant a~xaady in the country in co-mparatively high volu,.a 

d. 	Purclinse awards givun only to companies th.t support their bids with 

n~c . in writing that they are in a position to supply adoquete 

se'vice and spare parts. 

e, 	 &.3scial attention paid to scheduling work of equipment so that min-. 

imum distances are traversed between jobs, This iL especially true 

for crawler tractors. Move.ment ot these tractors for distances of 

more than 5 - 10 miles be done by "Low-Boys" and by contract with 

other government agencies) private construction contractors, etc.
 

f. The program have as a primary objcctivs the establishment of private 

custom operators as rapidly as possible to take over its 	activities. 

g. In ordecr to lay the basic groundwork fo an att ,ietive business for 

private custo operators prides charged cover at ieast. cost of 

operating and Taintaini.ng the equipmnt plus depreciation over a 

five-year period. 

h. Special attention given to scheduling use of equipment to keep it 

busy as constant/as is feasible. 

i. Operators of equipment be on an incentive arrangerent for their 

pay vdich will maka it to their definit advantage to avoid "dovm 

tima" of the equipment. 

http:Taintaini.ng
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- dwou1crt of Imnproveid vw~irilu~r couldi conl:ibw o sub3tar'.At11j'
 

~c.,Ir.Iv ~fUlturaj. procduct-ion; prr Iiirly the.- cA th, sc: ,Vl cwcps 

,... Ln~ m'r. - Fc.rtnu some 0" %h(? incijo:z 3 c~p~ Yc: . 

;- 111A.,7~c^pb1ty to dcsrc'AS. ci~w-i13n cor,,n vrcr~o Th ? 

*~ alm :wlu'1tivoly, and no JlinprovcdbnvV1izT.'i,.a haxi" 

~zrzf ilich U01cu~~x3ocstabishirent In the Z.!nJ.s'r ~fc1it~c 

~ o~~'on* rAcduction, solec'~on, dcew opin-iV1 and v1&: oi v~ro 

xxodipc~uccn of foundcaion, seed. is cont-zimpatcdA. 

!:7,,_rj' Mll1 be c,-,riocd cull by -0h RI,,cacxh D~~rcf !/!!..x'2sy of 

Z3 *IT iz!. ~altI~~ ZI cenSt cir WC)th to ki~ 1-1,- :O-d atv81 

Gul* Dtl'slZrc Di)v,n c., o'j Ir7rlropAru t 

U_,.,; C Zr-20 a7.. .... 
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2. Import of sebds of improved varieties and collection of genetic seed 

material - Nqvuwber- December, 1964. 

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

Financial Resources 

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

implement this programi 

FINANCING 
AIDGOP 

1965 9.66 TOTAL, 1965' 1966 TOTAL 

Technical Personnel 36,600 36,600 73,200 - -

Salaries 

- - 8,000 4,500 12,500Equipment 

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

- - 2,500 2,500 5,000Supplies 

Other Costs 15 000 15.000 30 000 1.500 1,000 2,500 

10jQ00 25,000TOTALi_ 517600 51.600 103,200 15.000 
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Livestock (Beef and Dairy) Improvement - $940,000
7. 


Livestock production by the smaller farmers or ranchers
 

per unit of area is low in Panama for a number of reasons. Among
 

these are poor quality breeding stock, unimproved pastures, and
 

deficient and antiquated livestock management 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 to
 

establish a special revolving fund in IFE to be administered
 

jointly with the Animal Science Division of the Ministry of
 

This fund will be used to provide credit to small
Agriculture. 

livestock farmers for the purchase of quality bulls, artifical
 

insemination, pasture improvement, provision of supplementary
 

feed, and wells and stock water tanks. Ministry of Agriculture
 

technicians 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
 

A farmer, to be eligible for participation in the
water tanks. 

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
 

Loans to the farmer will be on terms
priority development areas. 


of 5 years at 7 percent interest, with any interestpaYments 
in
 

excess of IFE administrative costs to be applied to the 
rural
 

development program. Capable technicians to carry out the super

vision aspect of the loan are available for immediate transfer
 

to the project.
 

It is anticipated that disbursements in the first six
 

months of operation will total $300,000, with total disbursement
 

completed in 18 months.
 

UNCLASSIFIED 



Renamres Reauhred: 

GO? AID 
Number 1965 1966 TOTAL 1965 1966 TOTAL 

$45,000 $55,000 $100,000 - iechnical Assistanco 
(Salaries) L/ 

Credit Funds 

- $ 250,000 230,000 480,000Bull Purchase 800 - 

500 - - - 150,000 l.0,000 300,000Imported 
- 100,000 80,000 180,000Domestic 300 - -

Pasture Improvement 
and 

80,000 80,000 160,000Supplemental Feeding 

Stock Water - - - 150,000 150,000 300,000 

TOTAL $ 45,000 55,000 100,000 $ 480,000 460,000 940,000 

l In addition to that provided in the six priority areas.
I/ 


2/ US A.I.D. Livestock Advisor will advise in project implementation.
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B, 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 areas.
 

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,particularly in the area of farm management, that would enable them to
 

serve as advisors to the Panamanian Area Coordinators and other key techni

cians in the field.
 

All three uf 
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 ETA Salary budet 
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 
12 to 14 man months 

1965 & 
1966 34,500 
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N, tjr£, AGRICULTURE INSTITUTE - IFET( CREDIT 

-entative CicJit Program for the Six Rural Areas 

Allocations of Funds by Years (In Thousands of Dolfars) 

Arc.:s 1964 1965 1966 1967 1968 ,)tal five years 

Alnje 200 225 250 275 300 1,250 

Tonosi 45 50 60 70 70 295 

Santa Rita 75 90 95 100 120 480 

Sardinilla 30 40 45 45 50 210
 

Montijo 130 150 165 175 200 820
 

Toabr4 65 70 85 90 100 410
 

All six areas 545 625 700 755 840 3,465 a/
 

A./ 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 divided about evenly between livestock and crop development.
 

0 
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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 to 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-3ment 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 

UNCLASSIFIED
 



UNCLASSIFIED
 

Enilish Translation of Letter from A G 

Panama Ministry of Agriculture to Page 2 of 3 

Ing. David Samudio, Director of the National Planning Board 

Panama 
Sept. 16, 1964
 

Mr. Director:
 

By order of the Preident of the Republic and following the 

instructions 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 this 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 xaised to $2.5 millions. Be

cause of a recent request for special financial assistance for imme

diate ac'.ion proposed by tk- 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 teani designated by AD/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 recommend(d 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 
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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 list of the amounts recoi-mended by the special team from 
AID/Washington (Annex C). IJ 

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. 

Mn.nalco Solis 
Director 

.1/ See Annex - for this document 
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.tic.s r " population and agriculture in the six priority areas 
f ,r rural (eveloplment 

Areas of Developmcnt } 

.. I.1iter 

Alanje 

.cy (I0 years & over)......6,480 

Tonosi 

3,194 
1,000 

Sardi-
nilla 

6,289 
84. 

Sarta 
Rita 

17,792 
2,085 

Yon'LJo 

31, 6 73 
i0,I O 

Toabre 

25,377 
4,265 

Total 

115,012 
24,847 

Totel 

16. 

3. Housing 

a. Occupiced......................6,423 

b. Without running water.........2,869 

c. Without drinking water........5,215 
d. With dirt floor...............4,047 

715 

638 

617 

639 

1,383 

757 

1,094 

564 

3,594 

1,706 

2,199 

2,1437 

6,358 

4,960 

4,816 

5,549 

4,465 

3,796 

4,22T 

4,158 

22,938 

14,726 

18,168 

17,394 

10.9 

19i. 

20.8 

21.6 

4. Total area....................00,000 35,467 34,000 58,762 178,562 169,475 576,266 T.6 

5. Area in cultivation..........76,811 20,036 17,30o 45,650 103,184 14,790 307,776 17.0 

6. Farm ):1erations 

a. 0.5 hectare and over..........l4,883 

b. Without title for more 
than 30 years................. 8 27 

c. Without title for 30 
years and less......••••• 2,323 

d. Land grants..L...................56 

660 

45 

486 

0 

1,017 

41 

705 

14 

2,558 

337 

1,190 

251 

5,272 

262 

2,336 

1o4 

4,147 

813 

2,522 

106 

18,837 

2,325 

9,562 

531 

19.7 

20.A 

19.9 

29.2 

Source: Agrarian Reform Commission, June 1964. 

2/ Distributed by Government Agencies prior to Agrarian Reform Code. 
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National Agrieultural I.wtttute 
Divisa, Panama 

The National Agricultural Insatitute at DIvisa, Panamaw, 
which was founded in 1941, in comprised of the principal vocational 

agricultural secondary school in the aountry, an adult trainire, 
center, an agricultural research center, and several hunIr,.4 

hectares of farmlands on which students receive practical 
experience in growing and marketing .rops, lirestock and poualtry. 
The campus is composed of buildings for classrooms, laborat!.rtes, 
dormitories, bar-i, aar macinezy sLeds. There are apprcxlmately 
20 teachers on the faculty in addition to the technicias 
available at the research center.
 

The enrollment has been as follows St.'deints Gradu&-,,ee 

1957-58 87 27 
1958-59 89 24 
1959-60 86 19 
1l96o-61 90 31 
1961-621962-63 8085 2i25 

Present plans are to expand facilities sufficlently to pernit 
the enrollment of 120 students. This expansion is funded with 

AID FY 1962 Special Assistance fands. 

Students receive academI trai.ning fbr half a das arA 

practical training for the balance of the day. The boys work 

cooperatively, planting, harvesting, 6haring machlnery and 
raising poultry and livestock. 7hey form actual cooperatives 
and receive training in cooperative management. The boys share
 
the earnings.
 

The research center is very gool hy Latin America 
standards ani has made many fine oontribut ons to Panamaian 
agriculture For example, it has developed strair.s of tomatoes 
and onions which can be grown in humid climtes an4 l now vorring 
on disease resistant strains of tomatoes, squtaas aA. melons. 
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The 1,:-) f 196- Special A s n.'ace fuw-ds f)r the 

%:pansion of th, Institutc are obligetcd as follows: 

Construction of buildings
 

$ 10,800Svine barn 

Repair of animal nutrition laboratory 2,850
 
Repair of agronomy building 4,750
 

Dormitory remodelling 4,550
 
Dormitory (120-bed) and auditoritun
 

120,600(seating 250) 

Engineering servw.ces for dormitory and
 

6,000
auditorium 
 000
 
Four farm buildings 

Total construction j15I,550 

Commodities
 

story and classroom equipmen$ 8,000
labc 
6,000
Farm shop equipment 

2,000
Kitchen equipment 


Furnishings fbr dormitory and auditorium 23,000
 
Farm machinery 6,150
 

Total commodities V5-,750
 

33,030
Local labor and materials 

Grand total $213,300
 

The Government of Panama is planning to open the bids for the
 

building construction on October 7, 1964,
 

This proposed Rural Developmen-t loan would provide Equlp

ment, valued at $70,000, for this Institute. The following itc,.s 

would be included: 

1 - DC-6 Caterpillar
 
Soils laboratory equipment
 
Surveying instruments
 
Mechanical tools and equipment
 
Carpentary shop equipment
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PWtwal nutritional laboratory equipment 
Ih1t oooler 
Rmrigaertor 
Diry equipment 
Poultry equipment 
Grain and storegs equipment. 
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CHECK LIST OF STATUTORY CRIIRIA (ALLIANCE FOR PROGRESS) 

PANAMA - AGRICULTURAL DEVELOPMENT 

1. 	 Foreign 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 not essential to the long-rangge economic 
development of Panama (See Section E, paras. 1 and 2). 

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

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

4. 	 FAA Section 204. The terms and condition of the loan are in 
accordance with standards and criteria established by the 
Development Loan Committee.
 

5. 	 FAA Section 251(a). The ioan will promote economic develop
meat in Panama and will. coitribute to the welfare of its 
people. (See Section E, para. i.) 

6. 	 YAA Section 251(b)(1). Account has been taken of the extent 
to which Panama is 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 viich Paname 
has demonstrated a clear determination to take effective 
uelf-help mea&ures. (See Secotion A).
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7. FAA Section 251(b)(2). 
 The activity to be financed is
economically and technically sound. 
 (Refer Sections D and E.)
 

8. 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 loan fits
in very closely vith the entire agricultural development program in Panama. (See Authorization, Annex L.)
 

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

10. 
 FAA Section 251(b). Financing 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); furthe; in A.I.D. 'sjudgment the infrastructure nature of the prollect indicates theappropriateness of concessional terms, which cannot be
supplied by more conventional :types 
 of financing. A.I.D.
is 
financing funds for relending rather than looking to the
IDB loan 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 backstopping. 
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.
 

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

.2. FAA Section 251(b,. Account has been taken of the extent
to which Panama is making reasonable efforts to encouragerepatriation of capital invested in other countries by itsown citizens. 
 It is found that Panama's continuing endeavors
to this end are adequate from the viewpoint of meeting the
 
purpose of this provision.
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13. 	 FAA Section 251(b). There are reasonable prospects that the 
loan will be repaid. (Refer Section E, par&. 5.) 

2,4, 	 FAA Sect' :, 251(e). An application has been recelirve for 
this loa, which gives sufficient information and assurances 
to indicate reasonably that the funds will be used in an 
economically and technically sound manner. 

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

16. 	 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 maximum extent practicable.
 
United States private engineering services, and other services
 
of United States private enterprise will be employed whenever
 
practicdab.le. The facilities of other Federal agenc 4 -; will 
be utilized only if they are particularly suitable, Tre not
 
competitive with private enterprise, and can be made aver. Tle
 
without undue interference with domestic programs. Qual'
 
U. S. private consultants will serve as technical advisors 
on the Project. U. S. contractors will alco be eligi"l.e 
fdr bilding on construction contracts. (Sce Sectior D). 

17. 	 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 eection
 
cf the Act.
 

18. 	 FAA Section 604 (a). Equipment, materials, and 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 shall be made
 
available through appropriate procedures and, except for
 
Marine Insurance, shall be used only for procurement in the
 
United States.
 

19. FAA Section 604(b). Any commodities financed by the loan and
 
purchased in bulk will be purchased at prices no higher than 
prevailing U.S. market prices.
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20. 	 FAA Sec'.ion 604(d). Loan 	funds s all be available for MarieIrsurance on commodities shipped wien sucl, 	 insurance isplaced on a competitive basis, as specified it, this sectionof ti 	e Act. In t .e event that Panama discriminates agair,.st anyU.S. marine insur-,nce company, commodities purci.ased witLloar fuds s;.all be irsuired against marine risk 	with a U.S. company, as required b this section. 
21. 	 TAA Section 611(a)(1). Necessary substantive tecinical and
financial planing for tie project ]as been completed, and
a reasonabl, firm estimate of cost of tie project to ti.eUnited States 'as tneej obtained. (Sections D & H) 
22. 	 FAA Section 6 11'*a)(2). Legislatiol: is required, in tt.e formof ratification of ttne Loan Agreement by tue Panama. ianLegislature. In view of thie GOP's firm commitment to trisproject (See Section A) ratificaticn of an agreemert can
be expected to occur witi in time to permit the orderly
accomplis .meit of tie purposes of tnis loan. 

23. 
 FAA Section 611(b), App. Section 101. 
 The project does not
involve water or related land resource cor:struction.
 

24. 	 FAA Sectioi. Jll c). Constriiction contracts to be financedt/ ti e loan siall, to t-e maximum extent practicable, uelet on a competitive basis.
 

25. 	 FAA Section 619. Not applicaole. Panama is not a newly
indepe, dent co,.ntry. 
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* 26. FAA Section 620(a), App. Sections 109(a), 109(b). No assist
ance will be furnished under this loan to the present govern
ment 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. FAA Section 620(b). The Secretary of State has determined
 
that Panama is not controlled by the
 
International Communist Movement.
 

* 28. FAA Section 620(c). Panama 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. FAA Section 620(d). Loan funds will not finance construction
 
or operation of any productive enterprise which will compete
 
with United States enterprise.
 

* 30. FAA Section 620(e). Neither the government of Panama 
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. S. 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 Loan Agreement will so provide.
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*33. 	 MA Section 620(h). Assistance provided by this loan will
 
not be used in a manner which promotes or assists foreign

aid projects or activities of ti Coinunist bloc countries.
 

* 34. 	FAA Section 620(i). 
 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 against any country to which sales are made under
 
L 480, nor is any basis for such determination known to
 

A.I.D.
 

* 35. FAA Section 636(h). Tne Government of Panama will contribute 
local currency in th/ t 777 000 to meet
the cost of contractuaf and other services to be rendered
 
In conjunction with the project. 
Foreign currency owned

by ae 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. Funds 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 serva under contracts
 
fr services financed by the loan shall have security clearance.
 

construction,

* 39. 	App. Section 112. Firms which provide/engineering, procurement,


and Other q4services financed by the loan for the 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.
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* 	41. App. Section 118. Construction work financed by the loin 

shall be performed by qualified persons, in accordance with 

A.I.D. regulations promulgated pursuant to this section.
 

* 	42. App. Section 601. Loan funds will not be used for publicity 

or propaganda purposes within the United States. 

CWlrmen, PoetgoiA 

1
CLEARANCE; Counsel__PeterHorn uostelCi (,C4.A lfl . 

/LA/'PANDesk ALipsman/ARTMClelland 

Engineer ±aro feli777cl~ 


Other (Specify) I 'L->. . N I -I.-,
 
, irgiS 	 TS.Ie7-r on:Ll ,-
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LOAN AUTHORIZATION 

Provided from: Alliance for Progress Funds
 

Panama: Agricultural Development 

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

Alliance for Progress 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 Experimental Station
 

at Divisa ("Divisa"); (b) construction and equipping of facilities
 

required for agricultural exten ion 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 related activities ("Supervised Cre-'t"); (d) such other
 

agricultural development qtivities of the Borrower as may be agreed
 

upon by Borrower and the Agency for International Development
 
This loan
("A.IoD."); and (e) technical assistance to the Borrower. 


shall be subject to the following terms and conditions:
 

1. 	Interest and Termr, 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 A.I.D.
 

in United States dollars on the disbursed balance of the loan
 

interest of thiee-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:
 

(except marine insurance)(a) Equipment, materials and services 
financed under the loan shall be procured from the United
 

States of America or Panama.
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(b) United States dollars utilized under the loan to finance
 

local costs shall be made 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,
 

Borrower shall furnish to AoI.D. a time-phased analysis 
of
 

areas conits entire rural development program for the 


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
 
Except as
and implementation of such scheduled activities. 


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.
 

(d) Prior to first disbursement for costs of Divisa, 
Borrower
 

shall furrish assurances that necessary rehabilitation 
of
 

certain buildings at Divisa will be undertaken by Borrower
 

with resources other than the proceeds of this loan.
 

(e) Procedures and terms and conditions on which Agricultural
 
subject to the approval
Credit is made available shall be 


of A.I.D.
 

(f) Except as A.I.D. may otherwise agree in writing, 
income to
 

of loan proceeds shall
the Borrower generated through the use 


be utilized solely for purposes of the Project.
 

(g) A.IoD. shall have the right to approve all construction 
sites
 

for the Project.
 

(h) Borrower shall provide adequate resources to 
complete the
 

Project, and such resources a6 are required to carry 
out
 

the activities contemplated after disbursement 
of loan
 

proceeds.
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(i) Borrower shall covenant to provide an effective coordination
 
of rural development activities in Panama 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 the Loan 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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