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Pursuant to the authority vested in the Assistant Administrator, Bureau for
 
as
Latin America and the Caribbean, by the Foreign Assistance Act of 1961, 


amended (FAA), and the delegations of authority issued thereunder, I hereby
 

authorize the issuance of guaranties pursuant to Section 222 of the FAA of not
 

to exceed Twenty Five Million United States Dollars ($25,000,000) in face
 

amount, assuring against losses of not to exceed one hundred percent (100%) of
 

loan investment and interest with respect to loans by eligible U.S. investors
 

(Investor) acceptable to A.I.D. The guaranties shall assure against losses
 

(of not to exceed one hundred percent (100%) of loan investment and interest)
 

with respect'to loans, including any refinancings thereof, made to finance
 

housing projects in Panama.
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the loans and shall continue until such time as the Investor has
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2. Interest Rate: The rate or rates of interest payable to the
 
not exceed the allowable rate
Investor pursuant to the loans shall 


of interest prescribed pursuant to Section 223(f) of the FAA and
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similar types of 


3.. The Government of Panama Guaranty: The Government of Panama shall
 

provide for a full faith and credit guaranty to indemnify A.I.D.
 

against all losses arising by virtue of A.I.D.'s guaranties to the
 

Investor or from non-payment of the guaranty fee.
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. IntroducLin 

A. Wlckyruuid 

A. I Overview 

'i1u $21 lill1il, dLLlUiorization requLud iin tLhis PIP ib the seconu 

tranche (Phase I) ot tle $75 million HG program approved in 1979 as part of 
the Economic Package of the Pannaia Canal Treaty. 

The institutional framework for the first phase of the program 
currently bein~j i:qlerUented iilc1Ltdfs the Nationdl urtgyagu Bank (OuN) , the 
Ministry of Housing (M VI) and the Ministry of Planning and Economic Policy 
(MIPPE) . N3kN is resixonsible for tile Linlhnciriy of shelter projects which are 
designed wid implemented by MIVI. MIPPE provides the needed budget 
coordination between i iN and MI1VI a,; well is Uie overall guidance alld 

assistance in the integrn-tlon of :;rvices and tacil- ities as part of the 
shelter projects finwnced and developed by WI N and MIVI. P'hlase II will be 

inmplemented Uirotjh the saime inst itutiornal Lrauinwork. 

Ilititutiollal obj-ctives in llWe I ir:;t tranhie hex:ll;d ol tile 

kt-y Lir.t itLutionsI tIt ;( dUlAreLtrl(JtJienii fIi thio (X)P 111i U. f ; 4 t()l 
ilq)rovu theitr capacity to plll, exeutLe and likinhtJp ouILIq pilo11(llm,; Iut below 
lidLiil ilcome I dlli I it 

l 011 the- I ,irst hail 

d lSbUSi'1 to Ikillid[ti III '5Uj )jXui t ol tle com;titlt ltii by MIVI o( ()v..r 4,0()I) 
v; (dI o/i/H1, $I'i 1 i)i (d $2'1 in l l (I i bell 

shelter t;olitioti; i tl(ilil 2,221 ItisiC (Itl-ti t. (cle tjinit%, "' ;( t2(cli()") ill 

thle S t Mlqu(it.L(o 1)ilstt. , which is lth larijes L!;u atter cuda of Pamiia, 

1,3J6 low rise apaLUoikl ltlilts in1 tlu center of 'adiii CiLy to shteltur 

faiiiies previously living ill tlu tenumInts built (uring tlue ColstL'uCtioli of 
the PdliliwLli (1aial dnd 700 htiIM irl~novel-nt iloan; thlOLgi(Jhout the counltry with a 

large I1tliiijer di.rected to lacilitate water anid !;weragUe conictLions. Tie 
$6i1 ale hUrted pi1ojets- oil iiclLellkuillliqJ $b iot to oie di tLij)li Ctupe)tion of % 

coniiclUctLion ha.; alt(ady isjUli ot tl wiich de!silns art coilde[ted. Fi iia I 
'istSelI:,lt ux td-'Lt_ | in the I it t qui Let ()I CY 19i4. 

ltl (I l'i i 'll , Ihe (m 1-IJ41, i 1. W P'.• ~ .iL l lii. i li (d.i, l~ unlll.,i () 1 1ii 1 
o Oi ast lt(tviiiatn ji1 s li,!/LparIt (A1lge Mcm iS11iSi 1 ttliVJl11)1. iIa ipiojirami I t'lo ilt i:( 4ittl iii, .1iw t l.4 :ari': C)le~t,~iCeCfilit0'i', s) i v:A)Iias 

Inl the 4)1 :i iiLibY it) shlter 1i lvlsi ti .i t1600 killnit 

sitesa;nd m jiu jiiim ill tile city ol xi.vid. /V; of b/l/lJ ,13 liii lioll of 
p)lmitixtit' HlII)1 :'( liiliq 

, ,vice 

the $,).4 allU ioil l'e i l Itti, 11.1d l[.et:ln (li:;bkillS! iIo Hit' ()i. I'1 1,1 dislAlt
ellit-wLttti' n nii'i planedli li : q of ('Y il.ol $2.4 111111 haai i1 li t ldi.tt aiLlr 
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11h 1W a1kw uuud its housing utvutur aiLurau in Colon whurus 
tu Minitry utL 1k)uuisj Lu IuWiLlni shelter unin dus priarLrof is Honarut; 
tion Plan for Colon i volving infrastructure, construction loan-.,KF-iMU'u
tries WnO the Free Zoner andJ othier activities directed to expand the econic 
be of -the ulty.--e -IDB-does- not- have- an-active- sle -program-in Panama 
and is working mainly with the water and sewage authority (IDAAN) in secondary 
cities and rural areas. 

Th1e Phase II program will continue with and expand upon the 
institutional development efforts initiated with the first $2 million program 
to strengthen the financial and managerial capacity of IH and to iqxove the 
project delivery system in MIVI * AID will also continue to encourage close 
workintg relations ann MIVI and MIPPE so that shelter activities are 
consistent with the investment priorities and budgetary pariamters set by tho 

Our policy elfurws will be oriented toward havingj the inplemnt
ing agencies in the HG program develop new, rational approa is to (a) the gen
eration ot additional resources tor the uhelter uector, includbjg thi expan
sion of the private LiisuK.u uysLum into low and lower i"le m n. husing, 
and (b) the overall plmnij tur the Panwiu MubtropiitAn Aree. with special 
aq1Aiasis on We mistcLiois ui Usu areas reverting to ftiws~ under thea Uual 
treatius. Wit ryaruJ to et Lirst point, the IN will uOuluat n w 
operatinal alternatives fur tbu savings and loan system and the wxnsion of 
tle second- ary suirtyage market with itself playing a key role in such 
operations. In terms of urban planning, MIVI will work with a newly 
established comission for the reverted areas under the of the 
Vice-President of Panama to provide the analytical, and policy base required to 
support the planning frame- work needed to make land dWveldWunt decisions in 
these territories. MVI will also provide linkages been the planning 
effort for the reverted areas and. planning for the greater metropolitan Panama 
City area. 7he Mission is requesting a $250,000 Da as an Integral-part of the 
program in sus4pJrL or thto I t utIuwl/policy obJctivs outlind hedo. 

Sub-prorowm widur ltase II will be directed toward assisting 
the OWI to eradicate old tumnt ljuildiniju in 1Kiam City through the 
expansion of! the Urban Hewal Program, to exand the iam iqxavemsnt proyram 
successfully launched in 182, to finance projocts in some of the areas 
reverted to Panma as part of the Panama Co~nal Lraty and to develop pilot
projects in selected dreas in Mtropolitan Panansi City to mvrvw as reception 
areas to aooomxdate continuing migration from the interior of the country. 

A.2 Statu ofPhssoIt 

Annex A addresses each oupect that Mission was required to 
dimcul as part oL i request icr additional trasiches under the $75 million 
program. The followin briefly presents Use analysis of key achievements and 
uhortcmuinys related to Phuse I which have served as the basis for Phase It 
proposed here. 
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A.2.l1 Institutional Deelomnt 

Phase I Was designed to overcime in an inerental fashion 
-s~erious..financial andmnagement,.probem. that -medethe-provision of, shlter 

in Panamae as it relates to families below the median income. 

Specifica.ly, at the outset of Phase I program, BIM was
operating with an accunulated deficit of more than $20 million, interest rates 
for its shelter i1vestunltsu ci ueled through MIVI were determined on the 
basis of unilateral decisionm inwlu by the Minister of hounitj, the General 
Manager of 8 e uectivuly Muid autihority to oiwage his own iwtitution,
disbuWrawnto to weur ,IViiudu ui, the basis of ruquuuu by Uhu Minister 
without proper aumx itiiN and Lcost ntols, hIN's books were virtually
ilmuditablo, irt~ju. loan udjudlic-Ation prlceduruu wure uxc.vWlntyl lax, aiod 
UN ILM.ked proper rugittry ul &AncJ accounting for Idnd amets transterred to iL 

from the former Instituto de Vivienda y Urbanismo. 

MIVI was building approximtely 5,000 units per year.
lwever, most of the houses were built without an adequate policy framework or 
a financial plan. Actual investments were not being fully recuperated (i.e.
unit costs 4iceeded the mortgage amounts extededa to benefioiaries), :and the 
interest rates assigned to the beneficiaries were inadequate to recoup the 
costs to WI~of obtaining the resources. Related to these problem was MVI's
tendenc to identify: projects without adequate knowledg, of the potential
beneficlaries, to design projects, without considering the target group's
ability to pay# and its inability to properly monitor and control construction 
costa. his modus ov.randi was called "sobre la iarcha". The integration
into project design oL otour ummity servicesmid facilities as well as ot 
enwiromantt- ixujxktrdLio(xus were aLso aoLlulent. 

Since 1979 signitluant strides have been niade by both the
1I1N al NIVI aurJely au a cuuuiL ol Umte impleatuitatuon uL Uwu IIU-01l pr(grait,
(and tho I1G-010 well) . WiUi rivjard to U hIUN, Use foluwllij Iixovanunts
have been achievedt (a) interest rates on low inom projects have been 
increased beyondthe levels at whiich UM was issuing mortgages in the past and 
theytire now established on the basis of a formula agreed among Iwo4 MIVI,
HIPS and AM whLc Wes into acount the mortgage lending rates of other 
public institutions as well as the private sector. Inmi application of the 
forialA has resulted in interest rates between 10% to 12S with the bulk of the
loans at the 12% lwell (b) MIVI, UIN andMHIJP have formalized disbursement 
plocedures which will better ountrol Ue flow of resources among the
isntitis to finmue H1Vl projiutst (c)'11M achinistrative costs have been 

* reduce by 101k tough they still remin relatively highl (d) HM has
restructured its internal AuwitiLrj Department unuer the guidance of a local,
private ortitiod Public Acconting firm w ich will enable the Bank to better 
control its own internal operations as wall as those of the savings and loan 

http:Specifica.ly
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system. Manuals and Luidlines for such auditiiy have beel coiijleted) and (e) 
a review of all BIIN assets is Ixinj concluded by the Controller General of 

Panama, and registration of these assets including MIVI's mortgages is in 

process, which will have the effect of lormally establishirig the portfolio 
structure of the Bank. 

MIVI also ha; made a series of institutional adjustments 

which have permitted it to opearate more effectively in delivering affordable 

solutions to low income fiiilies;. iW)rn the im)rovements that have been made 
are the following: (a) MIVI lhas develoid a calicity to survey beneficiary 
group's systemiatically to determine payirxj capacities; and other socio-economic 

character;istics of' th t.,ai t_ It l' lation; (b) MIVI l ia:; be(jun to switcl from 

direct construction of proji-,t-; t) coilract iij pr()Joj:t (i vel owj itL with the 

private sector, thus iproviliij cos couttols; ard ;avins;) (c) MIVI lis 
coqpleted a major reorganiizatioll o i u; a(bini.-;trative structure which ha.,; 

SUCeedled in greatly improvinj Uie intornal c(xrdination of the project 

develori .nit jn:);I; Mdl seL the mi.c;i' for iore active patticil tion by the 

Ministry in Owic forliulat-ionn of ;he Iter jx)licy andI urban pliinnin' ; (d) environ

leitlal ctnI:;idel itlolns azI, ilK.leai'.j.ly beirsj tak ,n IIIt. C.oli;i(1dei(atoll ill 
projec:t (iew-V]uiojAIt (e.C. ' as,; i; being seeded on ;teuper ;.lo)e.; and various 

construction meaiures have been taken in MIVI projects to redLce erosion)I 

and, (e) MIVI and MIIPE are workinj tcxjether more closely to ensure the 

coord aLt(,ed plaluiinj adi dteve h(lpmuit of couiirutnity facilities. 

A.2.2 Ply ical L.itat.s 

With rejard to phiysical outjts:;, tlhe Ilase 1 project has 

suc- ceeded i Ithle te,;tingj, (hevelOijAlet aId refine m-nt of prototyl)e housing 

solu- tions which had not be-en used previou.vly by MIVI in reachinj low income 

citni )| beJan toP'aOna- maknlal| '..5 *\r( Around 19 MIVI deviate from it'; -;tandard 

Colo .t tIgl U' o liili. l :lL cl-oll luti ootIttin eXjvI WI ;ti tiCti1-lm1111 u-c I dt4 lo)r
 

("pl;o y tucho") .t i ; ll . in.,nj iL ,it ; ,i j rrilhl),ard,rl dtirinil tie la,;t t.wo to
 
,i s terniLitve oLototylxA,;
U itee yo-tilS, MIVI Ila Ct nit!l Lo (lleveli p e1 ola IV 

t.lilb red to ,;peeit I lilv ipI c(niilt ions,; d (tut it(l patyi ent (;,I[icitlii5; of 

l',..ifii~ll laIl I '.-;eti(-I.i;. llwuy 1l.: ii ' the I lowli(M pJ: (,a) LhJbai k(aiwwal It ojt s:L!;; 

(b) siteS and .Servic:,; aindf (c) hi( l2 illj)roveiKritn ln. 

|1 4iin u-'ie,. l I,,oj t:L hiW'h i lx 'n II) ,lll)itiotls )I MIVI',; 

recent ettorts;. ICs iln'j i liller city areat; of l'.,101 unt il recently consist

ed either of. w(xxt .tructutrvs built 'furintj the' couistruction o the (a1l 80 

years ajo, or hiqh rise Concret, ;trtu:tureS:; Wilt in Hte late 1960,; or early 
1910s iivxlcl4A aloiloj ti linii:; of :; iiilar p ojectl--; ill t|,* U.S';. wh i,-h met with 

rves;oul (|ilql llU re . 0 C Ilol ;it effortsIll UtIl, dcixirt-uhre th iti,sfAct( ory of 

tUeo lhas;t, MIVI i; curr it ly ili .lvhit.l iLj in1 i -,.j l in doaitowl i' nanlki City 

which consist of low ri;e-, row hot!;e aprtniont. unit.,; t.it ar' lx'ilj i;ol( ,; 

conoto iliii i. 'I'li. ke'y e o(d.it.iithee; ) o,,ject; iio- that. thley olle( dir4ct ly 

to aleilady (exi:;tlinJ reL.;id ntn.: (I tWle projct ,are.i ain oplx)rt.unity for home own

er :;hi, at co.;t:l whidi ato. ail fordalel.: danl t.hey ar, con istanit.ly liinj relinod to 

http:istanit.ly
http:ilK.leai'.j.ly
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reach lower income groups. 'lhe first projects were built at a cost of $7,000
and $9,000. Through a technical assistance effort whereby eight key MIVI of
ficials were sent to MIT to study the units as originally designed, the second 
group of units was redesigned so that unit costs would be reduced to $4,000 to
$6,000. Design specifications were jmodified to eliminate exlensive exterior 
and interior painting, reduce levels of architectural finish, and eliminate 
some amenities sud as the loft inside the units. MLV has also begun
experimental design work to examine a new inner cit; ,. totype, a Irwxernized
version of the "barraca" (coiununal housing with imiru %%x ess to sanitary
facilities and use of buildinj iiaterials which are fire resistent). 

'I :; it ,; alad ;, vices cozx:ept_ wa.,; tried in Ilajhaimi City 
without much aroundces;ll I owever, MIVI hia!; exp-riiwlflt (, successfully1(11til(J 0 

withl a jroject this in DXvid. 'Tlie je
of tylx! CL consist:; essentially of 600
serviced lots and a ruffU(xiohjy which helps low incoili fianilies to xcupy
sites, organize sel[ hell) Con1.struction of bull(lilmJp; Cin obtain home 
improvemTient loans ill lue with its capacity to pay. '1he key to tile uCCess ot'
tile Ivid project wais the elI oiL of the MIVI team. ,usanagiinj [proje.ct dveloixient 
to seek minifal cost soIltiuns ill dilf)nsiouairj lots and designin~j
infrastructure a.; well a; the emiicisis placed on coIinuaity part icipotiona. 

lkloise iuisjrovewilt loans are currLeitIly 1) 'iij 111de- LIiOU(JI aout
 
the I&Iqubl ic. is iUi, h) I9isi , no( Ii ga 1U'L
O(~I- IjJOXs~.'fis on 
are being iikde in areas.:;t ,; ;an Migue [ito onl Uie _-riliery of Iauaaswa City,
al)ix in Usie Interior in se:oiiday cities and some rural settlements. Such 
loans permit units to be exi),iied, buildillg mIaterials to be improved and water 
and sewer facilities to be provided. 

A.3 Shor tcomingss. 

Al tkoujh -;iqn1. icant jiLzxjr !;.s ha; been likide by the key UWi1

institutions during 
 Ue Ia.iaso I lprogram, d nlsUlier of -seriousshortcomixjs
continue to exist which are. dire:ctly aIectirigJ the government's efforts to 
address the problems 0 the sector. 

1. IMIN 

IiI1 ;till ne:eds; toIlurther illi)rove it; I infrasial 
p*)siiLion paLICUldu ly witL iest4:toLo its Il)t-:e;r vic( Ratio which is aI.ected 
by (a) prior inve.LMt .xlot, (:ii!;, 197A) itLi.q.-O to l)rojext:; developex by MIVI
for which a 1teiavy :;uIn; dy W,a; ixA:[u hed ill t.riiu; (o.aI l -,ost, i nI.rastructure 
al)K oUlat ';elvice; (:q'.cIs;, (lay caei cenltnLvr;) wh ich is inlOt be irx recuperatceJ
trom the sales if tWe house.,;, (b) :short term loan; which were used for loiyj
turin iiiortgage leidi iij. 

http:proje.ct
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IN nueds to consolidate its operational relations witi 
MIVI by asswninj full control of the lReal Estate lX4partinent currently located 
in MIVI which is resjx)isible Jur the credit review of potential benefici
aries as well as for the collcction of jiIrtgages/1odus ill properties produced
by MlVI. 

131IN need!; to furth er p)ursuu the preliminary steps taken 
in the area of secondary Io)rtLage Linance by Ue ";elliny of a limited aimunt 
of iurtyaye boinds to Ul Social Sekcurity Sy;tem Lnd the ctdja te iorros. '11lis 
is needed inor-r now in view of' tie xtential rteduction of |IIIN's -sources of 
financiroj if Ulie 1/3 of tl t iihLeeiithJitotl, salay which is provided to tie 
Social Seurity System [ur i;vus ient by the IN is paid directly to the 
workers as requested by Su;iti, oll organizatior:;. 

2. MIV1 

MIVI (del iiitt'ly n'etdh; to ililpLow its cost cointrol 
syste it. In this area MIVI lneed:; tOfurther reli nie its recent proctdures to 

it~ l m1 :;((:It (.0nvconlti (ct wl ti pti v i tlie 4l: ;i(.Jl lt C11101 luct14)l (A[ ;lelbt. 
(turn key j)L(X_(Xh1LC5U;) . 

tN.i VIllele( :; to rl'fiew it; belief i'clary selectiol process to 
eXplore aLtl ,,.Liv(2' to r-htUt tilet time Lxttween selection and theilioving of 
tie lamlll !;: to (()iij)ttt )L(Aj(:i:compj . 

MIVI ilet41.-; I1grill dlI(i itst. icantly eX).iiio illip[OVt? mdlinye-
Ill|Jit ilItotliitll 8i) Lyhtc11:I to(ci:|;ioi Illke ; call imore effectiv-ly plan and 

likihitje iLi; hot ii:;iilij j)itJLil * MlVi ilIready hi:; tiLhe coiliputer facilities suit
able [or it; Cut neds. Wilat i:; Ileeded i!; tie expansion of te data base 
and tJit* lt. Jr~ ttiol o a ,illhl(itlllI(tA ill l.illit-ion :;y!;tf n into the, decilionM 

iiiak inj aI id pro ject, IikancifAt Mi t 

Piihal ly, tIi~ujiIli lil'j1 .. ; hoo'll retiliz ted hi ill(J till! pastA
 
I t"W 7 11:,, { ( " "I'l: i l I i llil i ( ~ , c l tl ?
- N.1V l '~~ lm . (o o~(V 4. t-.: 'l1V i l (ml 'il1 ll ot llt~l () ( l 

I ty. '1111..d : tl .tl l: :: / h ) p,l ,:;t~rv(. till. c~il W,lh-tl:Allv4 w illi 1l-c uirt, III 

,1 tJ4rflit :; Wlilch will l,liy ,i It(if' ill ite [ume ( l Ill, r l (l ,.llil!; Lo iiilIOV( 
thieir abI itle:: to ctuatui. tllv[UI[IIK.fIta1ly sel:;itive desitls. 

A.3.2 Il l(:y 

A 1) o f Lor t:; w i II ti I $2' I I liVe:' icl t! t i i1011 bee-i i qeated 
toward i(dre.;!;ilntj Ow iclistLtuLi olii [ o)liw; o)fof im two key otgJanization!, bIN 
ard MLVI, in tl. 1(m llmoi- :Ahletvf dtLivery ,;y:t1.j1. k)l icy i laVe ahlm 
Lm:elu ,ihhp ;*'s. ,(Ii ll h14 level. low e'x ihiVe!till-t ilt1 11 11I A I lW Io:; betll tiuLh nledI 
tor a rea llutic I lot.:;L rt ite policy, a l4 tJict Loll 01 (capit,il :;ti):;idit :;, al( 

U it ,L Lioli ol. p;tlrt ilt, CinlItA :Xt a comllprehellid;iVe¢o,(xKu p iti J.cts; analys;is 
ot. ,;s.ial, ecollmlic dilci uriaIll dhvelo{mlclmt C(oli:;heilratOll;. i k)w.vur , tLhre in a 
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need for VW4lVI/)IPPE' to play a Pore aggressive role in term of policies 
and strategies for the sector. 'Thu key areas in which auc of forts are needed 
followsI 

.... 1J---Private sector -prkicition 1-C1) -MIVI-should-continuo -------- -

ffcisoftheretalla InWthe production of housing for lowerexeorig he i~]

and mddle.i familiesp and (2) BM and MIVI should evaluate the role of 
the private savings and loan system and other movrtgage banks in the financing
 
of shelter to determine what legislative or regulatory changes are neede to
 
redirect some of their resources to lower income failies wnich are not served
 
by the housing finance system in Panama. 

2. Overall Panni * (1) MIVI has learned a great deal in
 
terms of ineroving itseo olanninij efforts with the experie gained in
 
the first phase of the urban renewal program, MIVI, however# needs to better
 
understand the present and estimated shelter needs of the population so it can
 
establish a production plan in accordance with the identified selter need
 
priorities (2)Mii's plans for cities are generally although
iood. 

traditional and predominantly physically oriented. More attention is needed 
to ploce its plans within an economic contexts (3) There is no current,
 
o.slete plan for anama City which takes into account the former Canal Zones
 

(4) MIVI needs to butter understand the overall urbanization process which it
 
is estimated, will result in 60% of the projected 3 million population by year
 
200 D
boing located in the Metropolitan Area (Panama and Lblon). *Iis
 

knowledge is required an purt of any efforts by MIVL and MIPPH to develop
 
concept plans for the Metropolitan Area and to establish production targets
for the private and public sector on yearly basis. 

B. Brief Description of Phase Usi 

Based on the above evaluation of the progress made and the identi
fleod shortcomings for the first HG trarrchep the second 110 $25 million HIG 
program can briefly be described as followss
 

HA Goal and Purt'onot
 

'The qgg will continue to be assistance to the OW0 in improving

the living conditions for low income families. Howevert becaus the pressures

for inarease shelter solutions are expected to be most aicute in the Panin 

* CityMetropolitan Area, our ufforts will focus on this area and will be pore
limited in the rural areas. E~fforts in tse Goutidary cities wll continue but 
they will be primarily directod to home improvements rather than now sheter. 

WOMI 1%)strengthen the institutionial polio# and finan
cial framework of th shelter delivery systom in I1a. 1he purpose of the
 

It ' 

second $25 million IKE program remains in esoence the one inoludwain the 
original design of the $75 million Treaty Package. AID will continue to 



strengthen the institutional wais of the delivery system represented by H , 
MIVI aiu -u we will pursue withtutose institutions thethPe wver 
undertaking of a series of studies and analysis needed to formuilate policies 
strategies and progras affecting not only progra poject funded under Phase 
Ir,but the sector as a whole. 

-ng e g 	 n Lnoovementoft 	 to-th cisiot re 

1. Cntinued stresjthening of WIN and MrV. 7hi should 
provide bothi institutions with1 a rcial tend qpuratiotki1 txw that will 
allow them to fulfill their roles as the institutions responsible for the 
f ina;int and productionuL low mnv shelter in . ,mti 

2. ,kgiuter Luc thuVoorg The unit ty ology for PMase II will 
bet the needs of Lemilies below the median inon with Ue majority of te 
units to seuve tilies between the 5th and percetile.to 25th maui.o 

3. Substantial tdmi= 1 assistance from t n ($125,000) and 
Do ($325,000) will be provided with respect to the financial and muoemnt 
focthmLo nLs identified in ,WIand MVI. tre Uisortant the tchnical asais
tanoe will help liiM v & to establish the data base nocessry toandIWIM 
better understand the overall financial sector and the urbanization process.
7his policy hnical assistance will focua, mg otherso on tho followings 

a. An update of the shelter needs assesmunt produced thee 
Yeas 	ago usin the data from Uth last osus plus Information developed by

LVoI s, part o e urbn irvmmu pzrogram. Tu Wilter assessmnteeds will 
M rOItatdtobeud i.dtlOn or ouresources avIWAul rfor selter uo gap can 
belidntitied anlmsdanlmoor themobilization of aditional resources can 
be duvel~ad. 

b. M urban dvulopmnt tmuaymnts udi ausesument will 
help MlVI and HM in the efforts to develop conceptual dmvlopsmt plans.
inuluding shelter# in the different urban areas. It should help to answer 
whilch areas in the uettleint system should be given priorityl uhich seotoral 
Policies MWd PMogrWu siwuhi be sINAs0izedl ufiadi institutions and decision 
makers should be directly involvud in policy and progra 1iiatives to 
increase effective implatation of the strategy. 

c. Aistance will be provided to the comittoo created for 
the planning of the rmarted areas. Ibis effort will.focus on how such areas 
could be integrated witJ Use Metcoulitan Area. The ultimate goal of the 
effort is the fornal estabLsIlmmnt of a PInmnu I4utropolitan Area Planning tt it. 
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d. A coiumprekieiisive review o tLhe source and application of 

funds by the different shelter liinance institutions in tWe country. 'This 
should help to clearly establish the role of Ue different institutions, the 
potential for new resources and uore iirportaint will provide the basis for the 
possible estabiisluient of a secondary mortgage market in the country in which 
the BIN and the Social Security System will play a key role. 

e. A comprehensive review of teie role and constraints of 
the private savings and loan system. This should result in the formulation of 
new legislation/regulations to assist thie system in expanding its financing of 
moderate priced shelter. 

B.3 Inputs (Finacial Suiuiiary) : 

Shelter Production 
(US$ million) 

All) (OP lienet-iciaries Total 
25 6.25 2.25 33.5 

'D-chiiical Assistance 
All GOP '!JPA]M 

450,ooo i 100,0002 Y)0,00) 

B.4.1i :. 1hi OutpuU: (a) Urban }enewa[ Area - 3,000 solutions
 
(Ital Investment $1') million) ; (b) hkime Diproveinit Program - 5,500 loans
 
($11 million) ; (c) Shelter projects in reverted areas - 450 units ($4.1
 
million) ; and (d) Pilot projects in reception areas - 600 shelter solutions 
($4.4 million) . 

i nic,1, ft(~ (.Q lL_.: IliL.i t vel(,ol5., . 2 Tech AI ;_ ~;ce_ 1. ot n),,l iD nIliit: 
(a) B1114: Finaci. ial (mLri)l KilO s; i crT(iL i-V iVtW , IlK)otge/loansimroyatqrt.( 
coll'-t.uiol;i 'iyiLnt I iiU(t :itla I iliId(Jilit- I low, inive.Ai-nt 1 x)licies) ;(c1'0 i .
secon(ary iif t(gjd(Jy ojr),idtil i; (1)) MIVI: G)!;t c)nLro !;y:;t Iii. lnet iciary 
select ion arKi aId(jud icationI p1- cess . IiV i itiiL )Io(tiur5. 2. Pol icy 
Arca.- (t) )lu (Al ;vi~nj:; and luooni ;y!;tem il1(1 pl ; Iil )I OvlkiInt; ove-Al.jrl( r 
I.imiumi[ial li ci(:y loit Lhii' :wItI i ";-ttiotJ lIvel; ,I plo'i:illit: IjIV4::st.iwlt by 

I $200"U " i-; aIr,dy iv,ii Iiblo- tn) the Mi!;s ion I row)l 11109-: ($125,)000) pl us the 
current 1110'1P qtrint I)polli, i ($7 ,1)00). A total o)t $25(),(0() in new VC are 
rLeq;] t~t1 l, ,~i;t )1 Iha: 1 1. 

2 Stalf tiji,., IitiCal .;g;l~lxjL., 
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public and private sector and means to tap potential resources by ways of
 
secondary mortgage market and other means; (b) Shelter assessment needs 
completed; (c)Urban Developinent assessment completed; and (d)Development
 
plans for areas reverted to Panaum arid the basis for the creation of a Panama 
Metropolitan Planning Unit completed.
 

II. Program Background and Description 

A. Background
 

A.1 Prior studies
 

'ile lilost relevant repxrts and studies which describe tie shelter 

problem in Panaita are: the FY 1985 Country DevelolAnent Strategy Statement 
(CIUSS) with its backup analysis, and L983 report:; oln the National Mortgage 
Bank, on institutional organization, and on housing finance in Panama prepared 
in connection withi this PP. Ili addition, an evaluation ot the URUE loan, 
completed ill JuI e 1983, I)LoVid(s valuable background data which serve(d as the 
basis for tle ruproyralunlirj of the existing Technical AssLstance prograii. The 
GOP has participated in the preparation of these various reports and studies 
and has also prepared a nuliiber of its own reports and proposals including the 
"Terminos de Referencia - Prograiiia Prototipo para el Desarrollo del Area 
Canalera", and "Anteproyectos" for the Urban Renewal program and the Home 
Inprovement Loan program. 

A.2. Sector Problems: 

A.2.1 Rising I)emand 

'Ibe probleim; facinj the shelter sector are perhaps even more 
acute than in 1979 when the first tranche of the fIG program was authorized. 
FLom now to thre year 2000 urban areas are exp.cted to grow three to four times 
as fast as rural areas. By 2000, 00%of Panrran projected 3 million inhab
itanitU; w-,oxjA'c'd t- ht', o,oI1-d ill tie Metropodlit li 11*(,l (Rlinaffln City atld 
'2ol6n) . M4OLuoVuL, lu EcolIomically Active IN)luR.ation, which was 53% in 1970, 
is exiAx(tedi to inl1coaIsi to) 01-07% )y 2000. 'Ili:; shil-t to an older popu tit iolI 
Will p)1ou grtLuL" preosu ilUlu deiiand [or housin througl the acceleration 
inloueho1(tO rlrmation. I'i() jecto(i ;Ihelter ineudi: I i(jtir(t'; [-or al[ inlCOl11K 1evels 
for the period 1980 - Z0OO au as I.ollows: 

Rural Secondary etropol i Lan 
Areas Cities Panama Tfotal 

New Shelter 25,0l)0 47,000 l10,0O0 182,000 
Uxjraded Sielter 151,000 50,000 90,000 291,000 

176,000 97,000 200,000 473,000 

Source: Shelter Need &ssessiient prepared by Ab.les and Schartz (1980) 
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The total investment required to meet this projected demandwill be $1.7 billion for the 20 year period, with $113 million in the rural
 
areas, $321 in secondary cities and $1.3 billion in the Metropolitan Area.
 

The above investment needs relate to the population as a
whole. The investment needed to serve families below the median is estimated
for the period 1980-2000 to be 42% of the $1.7 billion, around $700 million or 
$35 million per year.
 

A.2.2 Shelter Finance Policy
 

A second problem is the insufficiency of resources for the
housing sector mainly for lower income families. 'Ithere is a need for the GOPto better understand the realities of the financial market which is highly
competitive in Panama and to develop the mechanisms to tap additional
 resources for institutions such as the BIIN, the Savings and Loans and mortgage
banks. Legal impediments such as the rent law should be revised (some changes
have already been made) to create incentives for the investment of resourcesfor moderate income shelter. Direct intervention of the COP in the housingmarket through the Social Security System at highly subsidized interest rateshas created serious distortions which should be avoided in the future. The
role of BIIN as an active participant in the housing market should bestrengthened. An initial step (already being taken) is 
to have the Social
Security System invest in mortgage/bonds issued by the 13HN. This action
should gradually reduce, and eventually eliminate, the dependency of BHN on
tax contributions such as the 1/3 of the XIII Month Payment now contributed by

salaried workers.
 

One potential vehicle to support the finance and production
of shelter for middle and lower-middle income families could be the Saving andLoan system. Although it has been in existence for over 20 years, the systemneeds to be substantially strengthened. 'lime MIN should play the lead role in
helpinj the S and 1 System realize its potential. IPgislative and regulatory
action is also rL-quired so as to eliminate the comi~rative disadvantage inwhich these institutions currently find themselves in the financial marketplace. By raising the rates earned on deposits, raising thme rates at which S
and Ls can lend and seeking resolution 
to problems of the one particularlyfinancially troubled association in Panama City, the GOP could strengthen thesystem to complement time efforts oI[ WiN in low income shelLer. 

A.2.3 Unplanned Growth: 

'The lack of adequate levels of low income shelter, thereversion of former Canal Zone lerritories, and the lack of an on-goingframework for planning urban development in Panaa's burgeoning metropolitanarea have complicated and exacerbated the country's growth problems. Land 
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invasions are occurring with increasing frequency. Reverted Canal Zone
 
territories pose an opportunity for similar popular invasions to occur
 
randomly there which could negatively impact on the Canal watershed. Due to 
the recent decision by the GOP to curtail public expenditures as a means to 
control the growing deficit, GUP infrastructure agencies need to better 
coordinate and guide their investitent budgets within sojm. type of economically 
based development framework. More than the lack of a physical plan per se 
what is most critically needed is the crystallization of a process through 
which decisions are made and the development of more rationale bases for
 
making such decisions. A variety of institutions such as MIPPE, MIVI and the 
Vice Presidential commission on the reverted territor.es, as well as the
 
autonomous infrastructure agencies need to work in consort with regard to the 
planning for Panama and the protection of the canal watershed. 

A.2.4 Unbalanced Delivery of Shelter: 

Unbalanced growth between the urban and rural areas in and
 
of itself cannot be addressed through the HG program. What can be promoted is 
MIVI's ability to deliver shelter solutions, and to upgrade the quality of the 
housing stock outside of Panama City, particularly the home improvement loan 
program. Nevertheless, since rapid growth is a much more serious problem in 
the Metropolitan area than in the interior areas, it is there that new housing 
solutions need to be promoted most vigorously. In the provinces home 
improvei-nt loans should receive greater emphasis through refining a delivery 
system that enables families to connect to local infrastructure, upgrade the 
materials used in existing structurs and expand existing structures.
 

A.2.5 Eimploent: 

With reqard to unemployment and under employment, cornstruc
tion has traditionally been a labor intensive economic endeavor. To the 
extent that the housing finance and delivery system can benefit from improved 
financial policies and more prudent roles for the institutions engaged in the 
shelter sector and thereby augment its productive capacity, the radical highs 
and lows typical in the construction sector may be able to be smoothed out. 

B. Program Description 

B.1 Goal/Purpose 

'rlle goal o: Pia!;e It remains substantially as it was defined in 

the $75 million Project Paper, i.e. to help the WUP improve living conditions
 
tor urban and ruraL low incoiiK2 Lailies. 'The emphasis in the current program 
will be weighted heavily toward the urban poor since this is clearly where the 
needs are greatest. 'the rural poor will be serviced primarily through the 
home improvement loan sub-program. 

http:territor.es
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The purpose of the program is to strengthen the institutional,
 
policy, and financial framework ot the shelter delivery system in Panama.
 

To achieve its purpose, the program will continue the efforts of
 

the first $25 million to strengthen the financial and management capabilities
 
of BHN and MIVI. 'Ibiswill be achieved by (1) the use of the HG resources as
 
leverage to secure basic structural changes and by the provision of technical
 
assistancel (2) the financing or innovative shelter solutions affordable by
 
low income familiesi (3) a requirement to have the participating institutions
 
conduct a series of studies on the basis of which new policies/strategies will
 
be enacted. These policies/strategies wil) focus on specific areas, such as
 
increased participation of the private sector, improved urban planning and
 
overall finance policy.
 

B.2 The Program and the Country Development Strateqy Statement:
 

The FY 1985 CDSS identifies three major problem areas creating
 
obstacles to Panama's future development which will receive the Mission's
 
focusl employment, agriculture, and urban development. The high visibility
 
accorded to urban development is due to "tne impact of the urban/rural trans
formation underway, the volatility of migration adjacent to the Canal, and the
 
importance of home ownership as an integrating and stabilizing influence."
 
(p.20) The Mission's urban development strategy "concentrates resources on
 
the production of shelter solutions, including new and upgraded units, based 
upon sound technical and tinancial practices, continued institutional develop
ment and coordination of proper urban planning. rihe strategy supports partic
ipation of private sector institutions to broaden their involvement in below
median income housiryg in the Panatki Metropolitan area andI in secondary cities" 
(p.3b). 

lliu overall CS5S approacl views a-.; a key AID program goal that 
ttj to ,l,;,Lof -tssistin i U)I "retlimik ,and reorient iU; stratejy to ac

celerate growth and job creation" primarily tkirough encouragement and assis
tance to the private sector. 'Llie Mission perceives that its goals will be 
best achieved through the development of on-goiryj policy dialogues with key 
individuals and groups whose views are compatible with AID's. In the shelter
 
sector, such a policy dialogue has indeed existed for the past several years
 
and has resulted in key decisions guidinj the urban renewal and secondary
 
cities programs, particularly those which have stressed increased respon
siveness of the WVP housing programs to the realities of the income levels and 
social characteristics of those who most require shelter assistance. 

T1he Mission views the 1984-85 pxeri(x as one of expanding the 
dialogue already underway in shelter policy and urbanization in two new
 
important areas: (a) (the development of) "a national housing policy that
 
addresses all income groupsl and (b) a workable planning process that inte
grates the reverted areas from the former Canal Zone while making the most
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effective usc of public investment" (p.50). With respect to the first area, 

though the actual housing solutions to be financed through the second tranche 
the median, the institutional goals ofwill be for families with incomes below 

the program (e.g. secondary im)rt(-Igje imarket, increased participation of sav

ings and loans, analysis of tile Linancial structure of tlhe sector, arid the 

constraints that ne(exj to be reln9ve( to encouragi, qroi*,:r I low (A resource!s for 

shelter sector involvement) indeeti will have ramifications for lower middle 
and middle class families as well, who are now experiericirj increasirg dif
ficulties in acquiring suitable shelter. 

Witl respect to the :;econd area, tLhu Mi.,;sion has also high

lighted the need to further the p)licy dialogue in urban planning. In large 
part the continued urban sprawl in Panaii City has gone unchecked because of 

the lack of eftective urban planninyJ at the ietropolitan scale. "What appears 
to be lacking is not a physical plan as suchi but the establisment of a 
process of coordination among public institutions which invest in and manage 

urban infrastructure and services. 'Tlie tocus of the dialogue will be on 

attempting to develop that process " (pp.50-51). Mjain, the second $25 

million tranc:he will be tle mechanism used to strerygtien this particularly 

critical area. The absolute neces!ity for dovetailirj the reuse of the 

reverted lands with overall metropolitan developimnt plans makes the need for 

improved urban planning even more critical in the next several years. 

'itte proposed IX to be provided in conjuinction with tle second 
Phase will iiuke available technical assistance in urban )lanning to MLIVI and 

MIPPE-. Furthiermore, the develol' 2nt of the two ne(w sub-programs, housing in 
thethe reverted lands and the establislment of reception areas, will require 

a contextstrengthening of the GOP's urLkn planning process so as to create 
for the new shelter prograus which will mitigate against the type of sprawl 
Panama City has experienc(x during the last decaue. 

Finally, die Mission's emphasis on increased private sector 
the second Piase Program at two differentparticipation will be supptLted by 

levels, (1)an increased role by private developers arid contractors in the 

conistruction process on MIVI sponsored huiryJ) and (2) an expanded role bv 

private financial institutions in channelling resources toward housing, 
to the first level, thle use ofparticularly low income housiig. With respect 

tie turnkey concept, bejun on a limitex ba;is in the urban renewal sub

program, will be expanded by MLVI where appropriate in tle secoid llase. At 
the second level, thle pirticipation of private financial institutions in a 
secondary iiort.aj 2 iekrket. is-.,xp:tt.d to create! much qreaL r interest oin the 

part oL the private sector in Liiat)(ing low inlcoIme housing. In addition, the 
anticipated increase in the sup)port which tie lhuN will iake available to the 

S&L system is exicted to mobil[ize akiitional resources to the shelter sector. 

http:iiort.aj
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B.3 	 Sub-Programs:
 

This second Phase contemplates the df'velopment uf four sub

programs, three of which are identifiable by their geographic area of develop
ment and the remaining one by its nationwide scope. Each of the sub-programs
 
will be comprised of individual sub-projects and will be directed exclusively
 
to low income fazi]ies. Phase II will continue the GOP's efforts in urban
 
renewal 	and in home improveiint loans which were begun in Phase I. It will
 
also address new development areas such as the former Canal Zone territories
 
and the 	development of reception areas to avoid or mitigage the formation of
 
unplanned squatter areas.
 

B.3.1 	 Sub-Projram I - Urban lRenewal - ($15 million) stiited] 

Number of Shelter Solutions: 3,000:
 

'1his sub-prOyrdLUI is directed toward the continuation of tUe 

urban renewal program funded with $15 million of Phase I. Deteriorating 
wooden tenement structures built in Panaiiia City during the construction of thle 
Panama Canal will be razed and replaced withi new structures designed to retain 
the positive aspects of the old neighborhoods and to provide affordable 
shelter for thfose families wishinj to remain in the area. In certain case:!, 
rehabilitation of existing structures will be undertaken.
 

B.3.2 Sub-Program II - Home Improvemnent Loans ($11 million)
 
Estimated Nuwmber of Shelter Solutions: 5,500:
 

'lhis sub-progrn represents a continuation of the program
 
begun in Phase I under which basic buildirg materials are loaned to eligible 
applicants for homiie Pnproveiic-nts including the installation of hooKups to 
basic infrastructure. Duirinj the niVlel ,ntation of the Lirst Phase response 
to the pLograll [Li -;ULJ-kJud MiVI's original expcLation.;. Phase II will 
focus on imp)roviny MIVI's capacity to a(dminister Wis bui-ot)iNjog pJrograiii i)re 
etectively. 'llie pogiaii will be iiiade an inteqial 1art of. Ue eLfortLs to 
improve 	the liviij coxdtions (services, land] tenure) of [amilies livig] in 
the "barriadas brujas" (sLuatter areas). 1ikwever, this sub-program, unlike 
the othiers, will continue to be nationwide in -;cope. 

B.3.3 	 Sub-Program III - Reuse of librimer Canal 'I-rritories (Reverted 
Areas ($4.1 million) 1'Esti vittd Number of Shelter Solutions: 
450:
 

1he vast areas (a]J~iUt 1,500 kin2 ) of! land on Ix)th side.; of 
the Paniua Canal whichi reverted to)Panama ini Lite Canal Treaty of 1979 repre
sent an absolutely enormou.-; re:,ource [or the country. l' ich project will be 
planned, designed and executed wiUlini the guidelin,:s of the plaInninj eltort 
being undertaken [or the reverted areas. 'Me subro(jrimu will, Uerefore, not 
only provide shelter solution; [or low-incoime faillilies, but it will help to 
shape the platning process [or the former Canal Zone territories. 
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B.3.4 	 Sub-Program IV - Reception Areas ($3.4 million) Estimated
 
Nui5er of Shelter Solutions:680
 

The conceLt of this sub-program is to channel urban
 
migration emanating from interior regions of the country into designated
 
developmnent areas. The problem of inadequate means to deal with continued
 
rural-urban migration is most acute in the Panama-Colon metropolitan area but
 
it exists to a certain extent in other secondary cities as well. 'Thesenew
 
settlement areas would focus growth into previously identified appropriate
 
locations prepared to handle the n2w population through the provision of
 
serviced sites and a range of sheiters solutions. From a plannintj stand
point, such areas would forestall the develo[ji nt of new LAuatter settlements, 
direct growth in burgeonirnj urban areas into suitable locations, and lower the 
cost of 	providing basic services in the long run because of a judicious choice
 
of sites bothi in terms ot geographic proximity to existing infrastructure 
lines and topographic reasonableness. 

13.4 .!-y)14i2(Di.e: 

1. ifl5titutionait Ilevelopmiet: 'rI e Mission is convinced that 
efforts to strerjtlen tle tinancial and iikina(jeilent operations of 19IN and MIVI 
are needed so that x)ti institkitions can better pertorm in the policy area. 
Consequently, Phiase II wil11hijild on the experience gained with Uie tirst $25 
million and pursue. a 01 insi;titutional objectives %iith1WIN as(Aeies 	 and MIVI 
follows:
 

a. 'Tlhe secondI $25 million IGt1Program, as the first one, 
will be chanelled by the CU)P to IMIN as capital contribution. 'Ihiswill help 
to strenijthen the finucial ba:;e ol IIN ;o it can achieve itm)roved Linancial 
ratios, ninly the debt-service rtLio. N; are ii)!;t of* tie housirj fi ince 
institutions in the I.t in lutierican region, 9IN i; beittj aftected by the 
financial iml)ilaince in the yi .l( Itotwoen the -)ort-term nature ol its lia
bilities ari the lotij ten- Iiture ot it; assets. 

1). :JtI4!ljtI IUIN';Ui'l iidhej i |l'4r-4Iro1 MlVI Itr tLaris;t rriIj 
to WIN th,, cont rol of the lnlim ,nud col lec ionc:t iolnls; now withi MIVI. 
Ihis action, which will qive I |N full control ovr in Ix)rtlolio, should 
facilitate the secoyllary l tA.d4Je opelratLon,; alrealy started, albit on small 
wcale, by IN. 

(..o A ijpUjlfili 191Wn,;11h.11t1411 init iLttional ;tructure So as 
to ptrlIlit t .-' llit titL1o0 l ,,xe t C)I~t iguu ,l]y ,iiqjiOV4d Iitlia:ihil controla 0X4' 
LUIKIS Ctlalit_.W[C LII'OLJIjh It Iq dVi(-)|oitlj I t.etrl I.toc(.%duLtp[ ; Lto properly 
account tor assjts biLiL(t ., aId ri.;ource' f lows anil( to develop iflroved 
t inancial plannirij caacity. 
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d. Strengthen BMLN's capacity to assist the savings and loan 
system by providing policy guidance and direct technical assistance where 
necessary so it can conplement the lending operations of BHN in the low income 
area.
 

e. Augment BHN's access to capital, particularly through 
the creation of a secondary mortgage market and through the development of an 
inter-institutional relationship with the Social Security System. 

MIVII 

a. Strengthen M!VI's capacity to establish adequate cost 
control in the production of its projects. lie cost control system should 
allow MIVI to reduce subsidies and to maxinize the use of the resources made 
available by LIN. 

b. 1bxpond r4VI's; capacity to deal with enviroiuwruntal 
considerations in the design and execution of its projects as well as in the 
formulation of guidelines for envirormental protection. 

c. Stre~jthen MiVi's capacity to expdite identification 
and selection 	of beneficiaries.
 

d. Maximize the use of the coii1uter system so information 
produced can be of greater assistance to top iiianagement in the decision making 
process. 

2. Private Sector le - N; a first step, the projram will 
undertake an evaluation by l~IN ot the role now bening lprforled by the savings 
andl loan !;yster;. Alot'v with !Jich liction, the pr;,ran wi II I])urpt( a co)r(e
hensive review ot tie )resent and xtential reources available in the market 
for slter Linr;ae and wnat iix.kaniau; cil be uili, l jit-te( to i(Y)bilize such 
resource!; to the low and imxirat,-, iinroi fl 'llie;serve ne,el!;(A 	 |,unities . 
fcear;sibility of the (.xil:;iorn )I the secoxiary iiortjaije mirkft, havitlj 1I1N as a 
key ilistrunwItnLt oL -;uch :ifK't-, will IX! all eietlal art o the evaluation. 
'lle r()le of Soc ial hecuri a ltartner .;econdaryt-i- ty -Sy:;telm as ptr in the 
mo)rtgage operations will be explre( . 

A. )itii ,ail P1 an, 1 i[ - 'live eliortts in the I iiancial area to 
identii 	y i:ran:; to 1nrcr45;(. tUi 4 I low of. re!;ourc,-!; to lt ,e ector will be 

theP 0l thxi and tocMdintI(N WiUl purs;uit o torin; on part of MIVI MIPE 
Iort 1ate JO 1i e; Cond .w.t.tiua plan; ref lect i economicp ,vn 	 )i LI tat the !;oc an( 
colnitions of the dit. terent citiles and region:;5of the4 country. In this 
direction, the proqj am prox)posen Uat MIVI and MIP1P1E cor1)lvtete a Shelter Sector 
Needs /;:;esimivnt aix an Urban I)evelopmxnt A 'essment. Wloth assessrments 
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should, along with the financial studies, facilitate the development of a base 
for a comprehensive policy statement by MIVI identifing shelter needs atdifferent income levels, priority areas in 
terms of type of shelter solutions
 
required and the geographical areas which should receive first attention
because of settlement patterns and economic considerations. 'lhe production of
 
the overall policy framework will assist BHNMIVI/MIPPE in the preparation of
 
the annual investment plan. 

4. Urban Planning - 'The program will promote a close collabo
ration between MIVI and MIPPELto establish a process for the planning of the
former Canal Zone lands. Projects funded with HG resources in the reverted

lands will need to conform to with the overall development plans for the
reverted areas. The ultimate goal is the evolution of the reverted areas
planning group into a full-fledged Metropolitan Area Planning Unit for Panama
 
city.
 

B.5 Technical Assistance. 

The technical assistance proposed for the second $25 million HG 
program is an ossential part ot the institutional development and policyefforts of the Mission. I'nuing for the assist-.nce will be provided from the
existing URIWL Program (IIG-010) ($125,000) a current IIPUP program ($75,000)
plus an additional $250,OUU in G being requested herewith. 

In order to continue etfectively the technical assistanceefforts recently begun, $250,000 in new funds will be required for the 1984-85
period. 'The source of these funds will be grants from the Mission. Technical 
assistance will be provided in the following areas: 

i. Urban Develoi,ent (Estimated Total $170,000) 

'Thie continued uncontrolled growth of the Panama Citymetropolitan area combined with the unprecedented opportunities for development represented by the lanids reverted to Panama through the 1979 treaties 
have propelled to the toretront the absolute necessity for improvement in theGOP's urban planning capacity. Technical assistance will play an important
role in assisting the GOP to realize progress in this field. (ontemplated intJi,.; area i; a 8t'r18 of ,;hortLand mid-raixje comuultancies and training
activities sp.cifically geared to impJroving the urban planning capacities of
the key UVP implementinj institutions, primarily MIVI and MIPPE. 

:;I c(,i i II y, II w followinxj ty|pc:; ()I (Acivitie.; are being
cons idered: 

(I. a Sheiter Needs Assesigtcnt will establish, in a more 
concrete mainner, the nature and extent of the housing problem at different
income levels (2 person imnhs). Cost: $20,000. 



b. an Urban Development Assessment which will help the GOP 
determine those urban areas in the settlement system which should receive 
priority attention, policies and programs which should be given emphasis, and 
those institutions and decision makers within the country which should be
 
involved in policy and pragram initiatives (4person months). Cost: $40,000.
 

c. assistance in adding an economic dimension to urban
 
plarning efforts (4person months). Cost: $40,000.
 

a. the role of land policy in urban development (3 person 
months). Cost: $30,000. 

v. as;i:;tatx:e in the tormulation of development plans tor 
the Panama Canal reverted areas. Assistance will be provided to MIVI and 
MIPPE as the key institutions participating in the Working Group formed under 
the aegis of the Vice-President. (4 person months) Cost $40,000. 

2. iousing Finance Policy 

The assistance will consist in the analysis of the housing
 
finance sector including the institutional structure, the availability of 
resources, the incentives and constraints such as the rent control law. A key 
element of the analysis will be the role LIEN could play in a secondary 
mortgage market and how the Social Security System can contribute to its 
implementation (4 persons months). Cost: $40,000. 

3. National Housing Policy 

Thle assistance will be directed to the ormnulation by MIVI 
of a comprehensive policy based on the results of the shelter and urban 
development assessments as well as the evaluation ot the financial policies (2 
Lx-rson iuffUis) 0 )!;L: $20,(00. 

4. Assistance to the Savings and bean System 

Tlhe Panajilanian svinjs and loan system has fallen consid
erably short of realizing its potential ingenerating resources for invesment
 
in housing, particularly [or low and middle incone groups. Both general 
regulatory constraints and the inability ot thle LIN to provide the S and L's 
withi required assistance and( guidance are primarily responsible for thle 
relatively slo%growth of: the S and 1, system. Technical assistance will be 
made available to the iIN and to the Live associations so as to improve their 
performance. Three person months are estinted tor this etfort. Costi 
$30,000. 
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5. Cost Control 

MIVI's experience in the development of the first phase of 
the urban renewal prorram has highlighted a need for improved cost controls, 
particularly for projects which involve complex, multi-storied structures. 
Short-term assistance (3 person months) will be made available to MIVI to 
improve this aspect of MIVI's housing development process. Cost: $30,000. 

6. Inforimation Systems 

Recently coilete-d studies and evaluations of the implemen
tation of programs financed through Housilg Guaranty program have highlighted 
the critical need [or the development of an information system within MIVI to 
better help key decision imakers ii"nage projects and to auglyent tile data 
processimj capacity of the Ministry. Discussions are underway with the 
Ministry to define thl lI'(;t appropriate means for intr(xlucing an information 
system into its on-going operations. Mid-range (4 person months) assistance 
will be required for tile develoimunt of the system with periodic follow-up 
over a one year period after the completion of the initial effort. Cost: 
$40,000.
 

7. Internal Control Procedures 

Although the IBIN has inm)roved considerably its internal 
control procedures during thle past several years, there still remains a great 
need for continued progress in this area. To assist BUIN in this endeavor, 
technical assistance will be provided to improve such tunctions as information 
flow, internal auditing, control of disbursements and cost control, budgeting 
control on project tinancinj, financial control on the portfolio generated 
during and after construction, billings to MIVI, and monitoring contingent 
liabilities and establishing adequate reserves. Four person months are 
estimated for this effort. C s t: $40,000. 

U. 1!nvironmental Control 

Tlhe (I)II has begun to realize that the lack of effective 
environimntal controls have ser iOLISly da(mIlae a great deal of the country's 
natural resources and has imcluded envirornental considerations as a part o1 
the recently adopted Panamnian Constitution. All of the GOP agencies whose 
activities include physical construction must imptrove their abilities in 
environmental plannirng. MIVI should be a leader in develo[pingJ its environ
mental capacity, particularly since it will be playinj a major role in the 
planning for the reuse of the ecologically sensitive former Canal areas. Tob 
assist MIVI in this endeavor, four person inonths,; ot specialized technical 
assistance are planned to help in the developiannt ot a comprehensive set of 
environmental guidelines. Cost: $40,000. 
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9. Professional Development
 

'le newly-formed Department of Training in MIVI has proposed 
a comprehensive proJram for tie professional devl:h4luxi-nt( of it.; staff and that 
of B3IN. 'lhe programu includes seminars, special. courses, workirg visits 
abroad, special investigations, lony-tern study in urban planning, adminis
tration, social aspects of housing project design, accounting and budgeting, 
evaluation, and coinlmunity developjnt. Ali) and MIVI have agreed on the 
outlines of the program and MIV has begun to draft scopes of work for son of 
the proposed activities. Cost: $40,000.
 

B.6 Program Beneficiaries
 

Some 9,500 Liunilies whose incomles are below the miedian income 
level are the expected direct programli beneficiaries. Given an average family 
size of 4.7 persons, over 44,600 low income, Paniminians will be the recip
ients of new or improved shelter solution!; as a result of this program. 
Income levels in Pancie as in IK)st lxtin /ii--rican countries vary significantly 
between the urbiki areas and tUe rural areas. 'Ihis phlenollnon is, however, 
even more pronouncxed in PanwiLi because the mdlern linancial ;ettor ot the 
capital operates on a wage scale which is significantly influenced by the 
internatioinal nun:keL whih(' it ,;trvices wh ile in LIne' :;tecon ( lry ctti(t ; and the 

tiit' oui ) activity tA Iy (il it,rural adre s nl LLit ( c~I()nomic: .l-I; )1 eo,l lt:l much 
more geared to Ue local pLOduction il d COuIMUllptLo of goods and services, and 
wage scales are corres x)ningly lower. -or tLhis reason, All) and MIVi have 
agreed to use dilurent income di:;tribution scales [-or tie Panaui City mietro
politan area, for other urban areas, and [or the rural areas. 

TjA11L,. 1 

lncomie Distribution in Panama 

(1983) 
Income tk, ltily mui ly Income 

Distribution (IJs) 
by Percentile Panwia City UthezL Urban Areas Rural Areas. 

5 77 4. 20 
15 218 124 56 
25 289 104 77 
35 3b0 204 93 
4) 41') 2.-7 I1,3 

Mdian 4 J] 2Y59 12.1 

'J11l'; lK('ll 411 I I 1bt1 i t w ..1:; aLt Lnt t PlOje(ion s e i 1 t U ilL Ine tL 

PapUL Lot Uit! Li itL LI ,ii('hq-. 'fint r a iondlu lor) u!fnilJ tine !.aUIW* inLoiix dizotri
butioni table derives 11nin ti- . ii- j izef lct tihL t evei it .djustUliKnti [or 
inflation are made inconile:; in reai t'Ir ins have not increastwd :;ubitantially
since 1980. 
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With respect to tle ability of taiilies to paiy for housing, AID 
and MIVI have agreed in lhase 1 to use a ,i;idiinj scale which goes front a low
of 10' of income to a 25% ot income. Tle higher the incoe, thle more able a 
family is to s;peml a greater proportion of its iImm:'u on ,ousirtj. At the 
lower deciles, the theoretical rule of thu)b ot 25% ot f ily incoitte for 
housinj is too high, as it would literally force such a low income family to 
forego other basic ices;itSie:; nuch I-; (xx l-nd clothilti. In designinj Phase
II, the ittaJority ot tfit. t+m ilies will ix 'x!A,-:ttk i) Ipy Ix.tween 20 and] 25% of 
income. '11U tolloWilLJ Utble Lj+eti;c, pa(:itytht. ot th(. eligible faInilies to 
pay for housiivj Soluttoilt,; .111d tJut. 11L6ximitll l)ILt+<1jtV dI)t11tiL of solutions 
affordable to the tartitL kir)OUl,. 

'11i tkibl~e i clalte.I th ia itI iiiI 'P iI,, 'I' Ly Ili(1 the proixAJt.d
housiill(j ';Ol(t-~iOIl:; "{ I l,11 111 ('It7 w il l x. -1110J' ,11114. . -Im 'sllJ Ix-'loW,t 1(tflli!i t il 

the 25Lh perce~ntile lu oV(tiif I Willh 1-lt th1t4lv,;t. C:O,,Lly Sullti(o)l; i.e.,1i 
the Emitll urban renlwiil. UniL!;, will lx!tC1 ,)1lIle to tamillies a!; low as the 
5th percentile. 
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Affordability Table 

Ara 
Incnzhlvor-w-
PercvntLle In. 

Monthly 

7'v-,tn 
Maximu= 

rto 1 

Affordable 
Solution 
price 2 

Type 
of 

Solution 
Fain 5th S 77 $ 12 $ 836 S 936 Home L-i c'., nt Loan for Materials 

15th 2-1 43 3852 4279 Complete Se -,ced Lot plus HOMe ImproveMent Loan, Small Urban Renewal unit 
25u ZF9 5733 6370 Cbrplete Serviced Lot- All Urban Renewal Solutionsl Roof-Floor House 
35th 360 3 7434 8261 CQrplete Serviced Lot: All Urban Renewal Solutionsl Roof-Floor Housel Basic Unit 
45th 419 96 8599 9554 AU Proposed Solutions 

50th 457 114 9840 10933 All Proposed Solutions 

ikban 5th 43 4 278 278 None 

15th 124 19 1702 1891 Home Izproem~nt Loan, Serviced Lot with Water 
25th 164 31 2777 3C85 Home Inproemet Inan; Corplete Serviced Lot; Rbof-Floor House 
35th 204 43 3851 4280 Horne Irnprov. Loan; Coplete Serviced Lot; Roof-Floor buse; Basic Unit 
45th 237 52 4657 5175 Home Lprr_. ' nt Loan, Omwplete Serviced Lots Roof-Floor House; Basic Unit 
50th 259 65 5822 6469 Home L'rrovrent Loan, All New Solutions 

PAral 

Maeas 5th 20 2 139 139 None 

lth 56 7 488 488 Small F}-e L-Vc-'ent Loar. 
25th 77 II 942 1047 SmaU Home L-ov-_nt Loan, Serviced Lot with Water 
35th 93 15 1285 1427 Small Hor-e Lprcv nt Loan, Serviced Lot with Water 
45th 113 19 1628 1809 Hom lVProv.e-Ysnt Loan, Serviced Lot with Water 
50th 123 22 I885 2095 Home Irtoverent Loan, serviced Lot with Water 

1. °timted term of Beneficiaries - 12% annual interest rate for 25 years in urban areas, 20 years in rural areas, 10 years for Home Inprovement 
2. See Tedvdcal Section for Estimated Cost of Units 



-24-


III. Technical Considerations: 

A. Rationale for sub-programs:
 

'lie decision to proceed with the four diLterent sub-programs planned 

for Phase II is barc-d on the following rationale: 

1. Urban Renewal: The tenements built 80 years ago, now house more
 
than 30,000 people in Panama City alone. These tenements represent a serious
 
hazard from the point of view of safety and health. Past efforts to relocate
 
the families in the areas of San Miguelito have resulted in serious social and
 
economic problems. More importantly, without such a program, the GOP would be 
forced to build new housinlg in other areas requiring substant'.al physical and 
social infrastructure when by building shelter [or the families in the inner 
city areas the GOP can use the available infrastructure and services without 
major additional cost. 

2. Hforae Improveiment: 'lie home iiroveient loan program is designed 
to compleient the efforts in providing water/sewage infrastructure in areas 
such as San Miguelito and othier squatter areas. 'Thiis program will also serve
 
families in secondary cities and rural areas where the need for improvement of 
the shelter stock has been determined to be a priority need over the 
construction of new shelter. 

3. evertLLd Aruas: 'lle transfer of designated ('anal Zone lands, 
with tie exception of tile deleise areas, has been completed. T1he construction 
of some shelter projects in the reverted areas, combined with technical 
assistance for the overall planning of the reverted areas, will assist in
 
shapinj the functional role houisingj will play in the former Canal Zone. 

4. l eception Areas: The eftects ofI unplanned growth are being felt 
by the GOP with the steady movement of. squatter families into the areas of 
Arraijan- 0lorrera (across the Bridge of the Aericas, off the Interamerican 
highway) and the 'Tcumnen Airport arca. *mje WP recognizes that such inflow of 
families will continue, and wants to st::dy tile alternative of creating planned 
coumunities where families can be locatexi and gradually improve their habitat. 

B. Urban PladzinininJ and Dexelopimnt 'Procsst 

l(w1'r, ae "-i'. i i urban andar1 5;'V 1e thie l1 IIiniit developKnt 

proces . Fir;t i; tihe hick (Af:;ic 1Ai; - d Iatiolal urban development 
plan, a national u;ij Plan and a cohe,Ave :;et ot plans alld policies [or 
Pana1ma l City. '[lo at; oIoI ;neich(:( aha;ic eleeitiv ikmkes it dlifticult to plan 
senls i)ly oVw14 I ;i r t-e4-ilitim rivj e. lowever, MIV I ha,; !;fowa the capacity to 
take tie loa, ter;i in I i lil ig this gap, at; demonstrated in the planning 
effort in tle urbin renewaL areas;. ''1iis capacity is retlected in the 
"XctuixIito de Fact ilidad y Ejeuc i61i Sub-ir(xjriula: Henovacio'n Urbana de la 
Ciudad du, Panali ', an ext.emely creoib].e revi(w and rationale for the 
Urban-(enwal program. 

http:substant'.al
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'his document first traces prior efforts in urban renewal and
 
establishes the settlement patterns in the area. secondly, the physical
 
characteristics of the neighborhoods and the social and economic character
istics of the residents are presented. An analysis is then made of the
 
ability to pay. Finally sub-projects and an investment and financial plans
 
are developed. This effort embodies the steps for which technical assistance
 
will be provided for a nationwide effort leading to the formulation a national
 
housing and urban development plan.
 

The second gap, identified as part of the technical evaluation of
 
the program, is the absence of a fonal structure which will establish respon
sibilities, authority and coordination between the institutions engaged in
 
planning. A positive action to fill such gap has been the creation of the
 
working group under the aegis of the Vice President office to deal with the
 
planning of the reverted areas. This work in which MIVI is playing an
 
iWortant role will be supported by technical assistance under 'liase II. 

The third gap is a failure of those engaged in planning to recognize
the importance of economic imperatives in the work. More attention to eco
nomic possibilities and limitations would result in more finely tuned and 
reasonable plans. 'Ibis economic imperative is becoming more evident to the 
GOP, and the steps taken to control budget expenditures and target investments 
in accordaryce with regional country needs indicates that a basis exist for the 
program's efforts to encourage planning in an economic context to be success
ful.
 

C. Appropriate Technology and Design:
 

The program essentially builds in the experience gained with the 
first HG $25 million. '1he concept ot progressive construction successfuly 
used in the r1orrijos-Carter and Roberto Duran projects in San Miguelito will 
be implemented as part of the new shelter projects. 'lilis gradual approach 
starting with site and services and evolving through the "roof and floor unit" 
to the basic house recognizes the demonstrated capability of the beneficiary 
groups to complete, improve and expand their shelter solutions. In the case 
of the urban renewal sub-program, the design an(I specifications for the first 
1,386 + units recently coiiiphuLd have been improved both to reduce cost and to 
allow the families more tiexibility in usiryj their oa abilitites to further 
improve their basic unit. '111e fhorae improveimnt sub-program identifies as its
 
first priority loans for water/sewage connection and the installation of
 
sanitary facilities.
 

in terms of the reception area sulyproyram, careiul evaluation will 
be made of several factors lxi ore roceediing with iiipfementation. These 
factors will include geographical location (the shelter neetd and urban 
develojment assessient will contribute to determine location), employment
potential (economic growth of: the area) , and environmental implications. 
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D. Cost of Solutions: 

'The average cost of the solutions under the different sub-programs 
:en estimated follows:have - as 

(1) Urban Renewal $5,500
 

(2)Home Improvement 2,000
 
(3) Reverted Areas 9,000
 

(4) Reception Areas 5,000 

The above average cost reflects alternatives within the basic
 

typology of progressive solutions. For instance, in the urban renewal program
 

two sizes of apartments are being considered (14.85m2 and 22.27m2 ). Sites 

and services could include all the services or only water. 'lhe new shelter 

solution could include the basic core unit or the floor and roof solution. 

The cost includes interim i[intilcinig, overhead and othier indirect costs. MIVI 

had not included such indirect costs in the past, but has been doing so since
 

1980. The meter each type of solution has been established onsquare cost for 
the higher side to account for an anticipated 15% increase due to inflation in 

the next two years. 

E. Material and Labor: 

Materials required to supply the construction activities are 
in sufficient ajounts to realize the scale of constructionavailable 

50,000 bagscontemplated. 'lhe national cement industry produces approximately 

per month which is deemed futficient to meet the demand for cement that may 

exist including requirements for this program.
 

The presence ot high unskilled eiployient in Panama does not need 

extensive coinient. New entrants to tihe labor Lorce and your-jer workers, in 

particular, have the highest unerriloyment rate. Proygrzuis to reduce unemploy

ent cannot succeed until they have createi substalLtial nuiiier of jobs for the 

new entrant group, and since by definition this group does not have job 

experience, it must be aIM;0orhd into unskilled atid semi-skille( work such as 

not require a great deal ot experience.construction which does 

AS5 was iidicattod in Lti- IP for the $7') iiallion 11G 1'oJralll, iL is not 

tle lut ll ipaCt of the progii,|u 1-1 iiplIoyii2iit g(nerapossible to predicLt 
tion. However, based on the s;t ikiited total cost: of the program, an e;timante 

of 2,000 direct jobs and ,) indirect eiiployii rnt over a tive year peri(xi has3,1( 
beeli deri Ved. '11'. cl:1,t Io11 I t:i1J) .oyHl1Cnlt wi ti We" il)lepelt'utation o[ the 

progjram is a ix-sitive factor. More important, however, are the efforts to 
establisti 11]ediuli and l(o)IJ LtanJe housirng plans based on the identified needs of 

the sector. '1lies'e plaIs wiLl serve to establish conisistent investment plans 

each year to help channel a steady 1].0w of resources toward the construction 
sector of the country which will assist in reducing the peaks and valleys 

which have been characterized industry during tile past several decades. 
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F. Envirornmental Considerations:
 

MIVI has incorporated into the project design an analysis of key 
elements identified as in need for attention as in the original PP to protect 
the environment. MIVI is now implementing specitic measures to control soil 
erosion and avoid water pollution. The type of measures range from planting 
of grass to construction of collectors to reduce water run-off and to the 
continued maintenance (arranged with the water sewage authority) of septic 
tanks in large projects such as Torrijos-Carter and Roberto Duran. MIVI has 
made efforts to keep grading to a minimum. MIVI, in setting the rationale for 
the urban renewal program, has recognized the negative impact on families 
being displaced from their cotmunities. Unlike slum clearance programs where 
the residents are displaced to new ghettos or to suburban areas, MIVI has 
developed a resettlement program which is succeeding in keeping the families 
in the environment where they have lived for a number of years. Despite
 
obvious progress in incorsorating environmental considerations into project

design, MIVI, however, still needs to expand its technical staff capabilities
 
to deal more effectively with environmental concerns and to produce overall 
guidelines for environmental protection. In the reverted areas, the
 
protection of the watershed is a key concern, and MIVI will, in developing its
 
projects, be obliged to adhere to environmental restrictions established to
 
protect the watershed.
 

G. Conclusions:
 

The technical review has determined the need for a series of
 
conditions that will be part of the Implementation Agreement for Phase II.
 

Conditions:
 

Prior to the GOP seeking proposals from US investors, MIVI, MIPPE 
will: 

1. Prepare the terms of reference and contract the necessary 
technical assistance for a shelter sector assessment needs and an urban 
development assessment. 

2. Terms of reference for technical assistance in support of the 
Working Group for the PLumning o[ the Reverted Areas must have been developed 
and the consultant(s) must have been contracted. 

3. Hire as 1-rL oL the MIVI staff at least one ecologist who wi" I 
be part of the Urbai DevelopffiKnt D ivision of MIVI and who will work on the 
refinement of environmental guidelines for the use of MIVI and the issuance of 
general guidelines for environmental protection measures in shelter projects. 
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IV. Social Soundness Analysis:
 

A. Identification ot Uile Target Population and its Needs: 

A.l The Pattern of Urbanization in Panama: 

Panama is characterized by primacy of its capital city, Panama 

(49%) of the country's estimated 1980 population of 1.8
City. Almost half 

Other urban areas,
million lives in the Panama-Colon metropolitan corridor. 


principally David in the west and Santiago, and Las Tablas in the center
 

lhe rural areas contain 43% of the population. While
 
account for another 8%. 


growth rate of 2.5% per annum during the
the country as a whole experienced a 
1970-80 decade, the rate in Panaru City was 3.7%. Thbough the growth rate of 

to taper off slightly during the next two decades, by
the capital is expected 

over the country's2000 the metropolitan area is projected to contain 60% of 

population. Rural to urban migration is expcted to continue unabated as 

perceived opportunities in the rural area keep diminishirg. 

lite in the capitalOftentimes, however, the dreaim of a better 
in Lhe metropolitan area with fewdoes not materialize. Many migrants arrive 

the capital
of the skills needed to be couititive in the iyxlern economy of 

over the first period ot
and with few finazvial resources to tide them 


is typical of many developing countries - large

relocation. ' lhe result 
squatter areas grow with !;cant attention given to desirable residential
 

densities or al appropriate mix ot housiiij, physical, and social inl.ra
is by karstructure. 'he San Migulito area just to tile east oL te capital 

the largest of these peripheral areas. In the 1970's it was growing at a rate 

with almost two thirds of the growth cominj from inmigraof 9.5% per year 
largesttion. Witl a population approaching 200,000 it is Panaa's second 


city, though in fact it is an extension of the capital city itself. Other
 
to

squatter areas on Panama City's perilhery have imore recently 1eun 


experience rapid growth, particularly Arraijan, iianeliately adjacent to the
 

to the west of the capital and b1cumen, near tle
former Canal Zone 

international airport, to the city's east.
 

the contines of the citySquatter areas likewise exi;t within 
them datiij ha.ck imuny years. Ica.tv;2 they are Lightly circumproper, some ol. 

scribed by highly utilized land, their physical expansion has been kept mo)re 
in the K)re outlyirj areas and they do not generallyin check than is possible 


serve as a first ,.to4i'YJtt l(cation for rural migrants. 'Thieir social
 

structure is fairly well ( :;td(l) Ii:;md. 

'Il1(e tell( .l ;llm. ; ()1 I'anumk City I iiu i .1 I imljalll j)rbOnbl:lm. 

U wtl '21 Iimow clmp)leL,( und1)er co)sLtruc
it is ustiliitkeL tL 1_1Li; niit: (no or 

tion under MIVI [ ur[bai :eiewtWl i.ogram, over S,')0)0 himies:; wilL still live 

in the tenement hotsing areas at.ter the completionl (Anothe I ir,;t phase. 
canl, construction workersConstructed be.-ginningj ax)ut 80 year; ago lfor tLhe 
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almost all of the tenement buildings are condemned structures where balconies 
coimnly fall and floors break through. During the past year several major 
fires have also destroyed a i ,ber of these buildings. Exacerbating the poor 
physical condition of the tenements is the extremely high level of occupation 
of these structures. In one of the major tenement areas, Santa Cruz, almost 
80% of the families live in one room while almost one fourth of the families 
have at least six members. The reason why families put up with these 
conditions are primarily the very low rents they pay and the proximity of work 
opportunities, social and coilercial services, aad educational opportunities. 

Problems in Panaita's secondary cities are not nearly as severe 
as are those in the capital area. IXspite the (U)P's attempts to entice ieople 
to remain in the interlor settions of the country, the growth rate of the 
secondary cities is substdntially :;iiuller than that of Palaa City and the 
need for new housing proportionally less. q)proximately 60% of the need for new urban housin~j tliroughi 2000 is t.'stilted to be die capital area. 

Piala as lkidU Sigii|ticant inroa(ds duriing tLhe past twelnty years 
in bringinj basic services to its xopulation altlough substantial numbers of 
units, particularly in the rural areas, remain without essentials. In 1960, 
for exaiq)le, 43.76 of tle 1iuuSillj stock was without access to |xptable water. 
In 1970 this figure declined to 35.7% and in 1980 to 19.2%. Of the approxi
mately 70,000 units still without potable water, 66,000 are in the rural 
areas. Similar i1i1poVei2llts have taken place in the provision of sanitary
services; 11.9% of units lacked such service in 1980 coimpared to 2B.3% in 
1970 and 38.4% in 1960. high deficiencies are still found, nonetheless, in 
the provision of electricity. Over one third of thc country's dwellirj units, 
the great majority in the rural areas, must use gas, kerosene or candles to 
light their hoilles. 

A.2 14 _(1 iL-'nit ('of :tcr LA:tics; 01 h'z g l k)J lta ion: 

'I1114 Jl I l I -L ItHl1l 11i .(C( )tiI oI I h - 4 -1if I y,li'uIt Aoracte ih;tics 
low at.l.(llIcvtypopulat:)ion would haVu it workin jof the1(! icolltl.' ac. ye 

lJillk tily ill tP' i1 iM1) I 8' ;I 01 hAecldlSe ULeel a'Ill ccA )llllly ill 1"il'aiAL i:; 
relatively soliihstiscatod c(014jir.d to liny olher (li-vWlOlnirj countries, the 
olO)Site i]ienoiiv'Iiloi old(d; iiir,. true in Panw i,ii I .#. the ii j)ority of low income 
urikill wae i(d tirnir!; work l(i Ulf- mIc)o!;tpart It Iow ),iyiiij fOriih 1 sector jo)s. A 
1980 LVI t;Lu(iy of tie typical low IincOle !;quaLttetl: cotalliity of Nuevo 
Veranillo ill Ltt! ';an Migucl to aireaj ,;tiow(--i itt YA oti iLctahads of hou!;eho--,':; 
hl( pc il i letlit .I A i t:(I 1x):;i(LiOlS: wilit 4')A ht 1( iritjuIar eui qloyiient or wer ) 
uneIW q)l0ytA. 'Ii11[S , I IQ i;Iii L ; )t~ iit i lly (ill lfcrent [Loiri that of, thep 
colliLtLy :; Wll-' t, tAWtn lid repre;ent(a Wh( i4' uivl'ploy.'d uli-ii'i'ii)luytd aiII)!;L 
haL[ of. the. wot kt oi C.. Iii Iii.' III [.11l KcIIPWi II *iie.i (fl Pani , ttheb p_. :enlatg 

wijk'i llti tig(erOf j)elnlii lltl' : l Li ,( l 1i; I; .imitoIo 1)' iW due to tile 
great:Aci eqIll)(bylI'u.KL 4 )j h Luiii t c,'; iKiI t1e coiitl ci ly ,Jret,;. M OVI'; 191J2 
s;urvey (A[ tie i I il(,, ,(',ti(wed I hait , lu11 30% o) Lt' heads of 
houseli1)1(l wor k.A1 i i (cl ly ili :*ikll (:)ilv (ici 1(1 a rtlesatlll activities in the 
illl livdi l 1,41,rt 

http:eqIll)(bylI'u.KL
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'though the proportion of heads of household with steady 
permanent work in the low income comunities of Panama is similar to that in 
the country as a whole, these groups are less likely to be ininune from 
fluctuations in the overall level of economic activity. During the past two 
years, unemployment in Panama has risen trom about 13% to over 20% and is
 
slightly higher in the Panama-Colon metropolitan area. Since the rise in
 
unemployment traditionally falls disproportionally on the poor, it is expected
 
therefore families living in the tenement and squatter areas in Panama and the
 
secondary cities have seen their economic situation deteriorate relative to
 
the country as a whole during this period. 

B. Ettective Deimknd: 

Overall ,4eimand IfigUres are curolx)rated by the response to recently 
completed projects by MIVI, where (deitkind has in ir)st instances significantly 
surpassed the available supply of solutions. Ili all five of MIVI's major 
on-going progrimws, urban renewal, core housing in S,1n Miguelito, basic units 
in seconiary cities, the ;ervi(:(i ;ites coiionent: of II;-010, ald the hoiie 
improvement loan pr'xjgain, actual eAicited demand ligures heacd inevital)ly to a 
conclusion that generating more than enough demliand tot the units to be 
developed under lIta3e ii shIoul not present any present probleits. 

In the urhanh reiiewal projruid, a 1980 Cell;us Undertaken by MIVI 
revealed a need tor over b,00 units Jut L) survice low income Liuulilies 
already liviin3 in overcrom1t-J or dilaPidat(xl tenelabnt housiig in the central 
Panaiiia City area. Were IVI to open uip the eligibility requirements for the 
new units to Lailie; livij the city in other than tenement buildings, the 
demand would oA. courseIbe ;u).tantially lfighler. llie Lirst $2', million is 
exlxected to iliuice a total o 2,812L unit;s, ](:;.; thl. half ot the numxer 
i-.iqui-e(1 lot to[H14. [tiit lte: lIhilt| alone. 

[ l1,110LJll&* o Itl(Iiilud IM-.vi iniS! ca bx jI'alline I rol the It.IG-0901 t 
l~l.j, :t ll: t i, t ' l i I)t 1114 '. it M~itju,; it ) '114,,111 . F'm t,,t'i ()f i,,4 () ) I ill it!,;, 

over 2,rile appic 1(:atiolu:; wiai, ioc ,ive.. (A)r(! h)iil;iij ui )i uvt( t oL1h)4! i)-e 

;OL(Jltt da tt'I h11 the' fI,;()-t,,O unit5i or tle ViCiced kt l(!; hil, a llt 

eva l -iaoll att r ll itt ih | thIii'; tIq tihli k I 1)415 ofI pii( Il i)11 IISE'N .44nI t ii )r()Xiillli y of 
thl ,I', to 4)thl, U ('ol, i si i j,'t. whidiI jIy (l j)P4)j)14'Schi illill 

p)erceptio ;. WiLh e:;41:t to4) l.11ViC4~oi i iliIot.!;, :ccct-ly (C()j)letcl j)Loj-(:t 
l vit as lkirt - i, (h 41,I in!;i(Jht int-o the x)p×>llarityof tilei I ;I) )roject m 
of Lhiii; c (c)n'jt . I.)l thii!; lI 44ji Cl, Whi(c I St of( 1 h0()I)ot , 2,1() 
applli'L"tiol; Welk. I ,celVed 

VIiiiill y, with t h th iuiIN. 1iqii (,V'iI'IIt 10),Ill pli)jrii, MIVIt) Ul.le. I hasi 
witlenn;,+I quint.,iltli1h iuJ p yit ti,it of loant(Ii w tfii :;t ;ich diimhnd 
far outiltrilj; the agety's C J),pciLy to pi;'< ,lei;t i Iitu Liemi. Ns; MlVl l; 
Regionl oificel; bocxi(wt Ibetter d)le to jIr(x:.,:i; ind tevaluatLe loans;, and with 
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increased computerized control over the far flung program to be achieved in 
part with AID financed technical assistance, difficulties in programing the 

$11 million allocated in the second $25 million tranche are not anticiptaed. 

C. The Participation of Women: 

The proportion of female headed household in Panama is 21% nation

wide. However, there is evidence that anong low income groups, the proportion
 
of female headed households is substantially higher. For exanple, a study of 

the Nuevo Tivoli tenement area by MIVI In 1981 revealed that 39.4' ot the 
families were female head(ed. Similarly, a 1981 study of the Nuevo VeranilbD 
low in come area ot 'ain mitimutito idicated that .W', ol Li litiilie:s wele 
felnl le headed.
 

Wit-i in coiiliuniity orJai izations there i:; , hill dcjru oi Leiiaile 

particilalton and ot ontiiiws it i., the woiix imnethan the ineit who hold the 

coituunity Labric oyJether. MVI's Social Aflairs Department has increasingly 
begun to tccoynize tie impt-ortance ot won as beneficiaries and has taken 

measures to assure that women's preferences are taken into account during the 
design process. 

D. Juiprovement of the quality of Life: 

'11ie pro(rn will improve the living stai(dards for the beneficiary 
population. 'Ahe degree to which livig standards are improved depends upon 

the tyl)e of solution received and the previou.; living conditions. For 

exaimple, tamilie:; currtintly IiviivJ in teneient hau!;es de:;tilled to receive 
units in tLhe urban renwal :;ub-prOq ram will experience a draiatic improvenent 
ii tLheit phy;ical :;urruunidiijs. I ia typical situation, entire fanilies share 
one or two ron:s, and with other tanilics !Jhare sanitary facilities and access 
1-) i -1it'1)1d w,I:;,I i I t 1 -:;. N r,' :;eriou.S, intidf 4.lit1 Wit' I IJ 11)(I deter iorated 

w 11:;, t (or.:;, etc. are con;tisatly expXa';inI( j tle Iati lios to tile pijysical 
t)I; o) I iu 4or l la S.. inc cookigi i ol!;o )one in1the livir)L airels, 

Lh - lx)tetltLal. or accidellt.I I ire is very high. 'Il(- new urban renewal s;olu
tionl.; are q XjliX td, to creite_ a1 aIltiCl' inuore healfttilllh e±Ilviroit-nlit for thes;,, 

[-auilies a11d sigli .icaintly rtxiLICe th( level:; of- accidents, parasites, 
dige:;tive di:;abiliLties, and ;espiratory problemsis. A separate kitchen will be 

,Id i.;tilct idvalntaj :;1 ice itlImiliP:; can keep l e i I ikwts cleneLr and run less 

risk of fire:;. 

"or I amni e::;moigji at &rJ Ir ii Lilt- iitet oi , Lite- reception areas 

!;ub-prograilll wl I I Iovid t hlei all o1)or tuity tLo (|evoo) d home oflUitir own oil 
a partially or I l1y :;orv ice I Lt. 15ere I ik wi:;e thle ltliprovusd sanitation 
[dcil 1ie.:; will lhav- I ):!itLve et.lt:t Lli' hieaith and of tileon well-ibing 
benl.iciari4:;. Site:; Ior thi:; progr~iru will be chosen s0 as to provide access 
[or p)ublic transisx)rLdtioni to eiii)oyituInt center,;, ';hio[jityJ areas and conitunity
lacilities;. 
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E. Conclusionst 

Because incomes have not experienced increases in real terms since 
1980, sub-prograis will be designed on the basis of income distribution table 
prepared for the $75 million 11G PP (See Program Description). 

In terms ot inlvesient ot resources for Plhase Ii, 50% of tile program 
resources will finance shelter solutions for failiies with incomes between the 
5th and the 25th percentile; 30% to finance solutions for fainilies between the 
25th and 35th percentile and 20% to finance solutions from the 35th percen
tile to below the 50th percentile. 

V. Financial Analysis:
 

A. Mobilization of Resources:
 

Panama benefits from the presence of a large number of finance
 
institutions which operate in the international market. Tihe dramatic
 
fluctuations in the international market of recent years have affected the 
flow of domestic resources for local investment including shelter. 
Consequently, in order to mobilize resources for shelter institutions, such as
 
the LIN, the savings and loans and mortgage banks need to take into account 
the conditions of outside iarkets and, in general, are required to operate in 
a highly comjx×titive environient. 

'1ic (L1, las intturvened Lo direct some ol the local resources to 
shelter by enacting a decree in 197/5 which forces the banks to invest 22% of 
their local deposits in social housing. 'leie problem is that the definition of 
social housing was left out of the Decree and the Banking Couuilission, which is 
responsible for issuing the regulations implei.nting the Decree, has been 
reluctant to define social housing. 'TheCWanission is concerned that this 
could afftct tile relatively tree environment under which tile banks operate,
damaging the reputation of Panama as an international finance center. 'The 
conytrcial banks, however, have complied with the letter of the 1975 Decree by
investing heavily in high cos;t condominium apart-ints and by buying papers
from the Caja de Ahorros which enjoys a good reputation withiny the investment 
communi ty. 

'lie savinjs and loan systen startLed with All) support in 1963, has 
assets as of 4/1/83 ol $56.3 rilion and savings [or $37.11 million. These 
figures illy a very slow growth rate, given twenty years of ope.rations and a 
I:inanciil erirVw)wnL it iii wih(II )ther institutioi:; have grown co:siderably. An 
expli naLiLoll I( l I , !; w (p )w1l ()I tile SaviluJs aiad loan -;yst.m is that tile 
system surfers truim an acute regularity disadvantage which limits its ability 
to colai)ete wiLh Lie coulin.rc ial and inortgJayi. bank!;. '11le average cost of 
shelter solutions Linanced by the system has benen around $20,000. 

http:coulin.rc
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The Caja de Ahorros (an autonomous agency of the GOP) has as of 
6/30/82, savings in the amunt of $194.9 million and assets of $216.7 million 
of which $139.2 million represented mortgage loans. Like the commercial and 
mortgage banks, Caja has invested its resources in high cost units with an
 
average selling price over $60,000.
 

B. Resources for Lower Cost Shelter:
 

The GOP has intervened to fill the gap at the lower cost shelter
 
income levels by directing the so-called 1/3 of the 13th month payment which
 
is paid by employees to the Social Security System to support BHN in the
 
financing of projects developed by MIVI. The Social Security System has also 
intervened in the primary lending market for a number of years. However, the
 
houses financed by the Social Security have an average sales price ot $40,000,
 
well above the paying capacity at the lower income levels.
 

'IlTe problem of mobilizing additional resources to shelter lower 
income families is a complex one. However, in essence this mobilization 
cannot be achieved by forcing a redirection of present investment from private 
sector institutions, but rather by creating a mechanism that will make it 
attractive for a local investor to channel resources toward supporting of 
lending actitives on behalf of lower income families. As an antecedent to
 
creatinlg such a mechanism, the GOP will need to undertake the following steps: 

I. Continue anu complete its efforts to consolidate the financial 
position of LIN so it can operate in the highly competitive financial market 
prevailing in Panama. Phase II will continue to assist the GOP in achieving 
this objective. 

2. Define the role of the Social Security System in the housing
 
finance market. 'his definition seems to be taking place with the recent 
decision made by the Social Security System to stop its activities as a
 
primary housing lender. Its future role also seems to being moulded by the 
decision of the Social Security System to buy mortgage bonds from IMIN in the 
amount of $15 million at an 11% interest rate. 'TheSystem used to lend at 9%
 
inter#est rate for 25 years. 

3. 'The role of the savin js and loan system, which has lent 
resources for houses at the $20,000 level, should be examined and actions 
should be taken to elminate the constraints now present on their lending and 
sarvings imr) i ization operat: ion;. 

4. Interu:;t rat:-,; I()r mortyage/loans in the operations of WIN 
should continfue to reflctt thLe cost of resources to the institution and the 
con itions of the market. 
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5. There is a need for BHN and MIVI to better understand the manner 
inwhich resources flow for shelter, the conditions under which such resources
 
are generated, and mechanisms to increase the availability of such resources.
 

The above actions are directed to shape the manner in which the 
public sector could participate in securing resources from sources other than 
forced savings and taxes. 'l~iey will also contribute toward mobilizing an 
increased amount of financing for lower income families. Finally, they will 
help to shape thie me hanism lor an active secondary ,iortgage market in which 
the Social Security could play an important role. 

C. Interest Rates: 

A key elemient in mobilizing additional resources for the sector, 
other than forced savings like the payment of the 1/3 of the 13th month to the 
Social Security Sytemn for investment with LUHN, is the type of yield savers and 
purchasers of bonds or mortgage participation notes expect to receive. 

The behavior of thte capital market in Panama, which reflected the 
prevailing circustances in the international market in recent years in which 
high interest rates were the main feature for tle attraction of resources and 
for lending operations created an extremely difficult situation for BHN.
 
There were and are limits on how high BHN can increase its interest rates for 
projects developed by MlVI. However, NiMN was able under the first $25 million 
HIG prograim to increase its interc:;t paymlent to A level (10% to 12%) which 
reflected a weighted averaye o1 resources for housing being provided by the 
Caja de Aorros, Social Security and the private banks. LiN also is putting 
into effect in the urban renewal program, a variable paym eint formula which 
will result in a yield of 10% to 12%. 

T1he interest rate xlicy of BIIN under the present financial 
conditions offers the basis for hIN to attract additional resources, unlike 
the period 1979 through 1982 in which Certificate of Deposits rates were
 
averaging well over the double digit level. Presently GOP bonds are yielding
 
approximately 6-7 percent and CD rates are 8 - 8.50 percent. Taking into 
account the average yield on the present IMIN's portfolio of 9.48 percent and 
the ex)ected increase of such yield due to the increase in interest rates from 
as low as 7 percent to 1.0% to 12%, L N will have a comfortable margin of net 
positive cash flow on the iiiarketing of securities at today's rate. 

AID's efforts under the first $25 million IG program to have BHN 
maintain an interest rate policy that reflects tile internal cost of resources 
to facilitate the ibilization of additional onies will continue with the Phase 
II. 
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D. Payment of the 13th montht
 

'here is a movement projliKted by union groups and political parties
 
to have the employers to pay the full amount of the 13th month (12 months of
 
work and 13 months of salary) to the workers instead of payiryj 1/3 of it to 
the Social Security System. Tlhe Social Security System lent the amounts paid
 
by the employers to 1I2N at a 5t interest rate with a 10 year grace period for 
the repayment of principal. At the end of the 10 years, BUHN must repay the 
Social Security the principal received. For instance, the contributions 
received in 1972 were paid in 1982 and the 1973 contributions will be paid in 
1983. The GOP is considerinj different alternatives to respond to the demand 
from the workers. No iiatter tile alternative chosen, the OP has indicated its 
continued support for 3IIN and the production of housiryj by MIVI. 

1he elimination of new contributions from the workers to IMIN could 
have a desirable effect on IMIN in terms ot ruducirnj its dependency on (UP's 
resources. 'The streinthening of LoMN's financial position and tile 
implementation of a mechanism that will allow [IN to tap additional resources 
available in tile ,iirktL whIich alre key objectives (A lfhi;e [ dre floW Ilie( 
important than before in view of the potential reduction of torced savii-|s 
contribution represented by the 13th iimonth paymlenLt. 

B. WI3N: 

1. Financial Overview:
 

SincU 1978, IMIN has been able to im(prove its debt to equity 
ratio from 25.36 to 8.94. Thbis is the result of GOP's efforts to capitalize 
the operations of tNIN including the capitalization of the resources provided 
under the IIG-010 and 011 ($22 million) . Times interest earnted ratio (relation 
between the interest earn- I and L u interest pat i() increa.:;eI trom .32 t.o 1..25 

as tile result of tie inicrease to 12A of. it portion of tile im)rtLjage lx)rtlolio. 
'Ifie op)eratij eXj linse ratio shOWS a reIUctioln o exnise.; lIi [elation to 
average assets from .02 to .01 a; a re;ult o1 a 10A r duction inactual 
exixenes. 'l re ttiri (l a:retutrn.) liive grown i l it. iV, 4A t i i tx).ie tom d, a) iiv, 
7%. labilities have increased only by 8% all(]do not relflect new exteral 
)orrowing , but rather add it ional c()nt r ii )ut iSn: ! t.. :ocla ;;tCurity Systl. 

1i11- ,xh utit:; 111( Ilow pi ojtvi lim. iiciI I I iint,thi.; I'll 
ilKlicate (a) NIN could Illilntl ,in 1 o;iwLye ca;h I Iow 1);t: io()n I or thte nxt 

seven year.;; (h) 1114 (i-htt ;t;rvice raLio (fil low liom tci:lij -it ion of Ix)rtl()li 0 
COlllixpre( with ()t ftl(w fo. I itibi lit ies; rtayi,,y 'lit.) 'p o midully will ilii owt. 1[1ill 
.39 in 1983 to .70 in 19817 ,ild 1.01 in 1990. It,is v!;t.jlliit ed that Lhe 
e(luilibrium point. could be reached around 19819. 
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2. HMN and Subsidieso 
S e te analysis of the debt service ratio shows that for at least 
txyears um will need, in addition to the reflows from itsportfolio, to use part of the new resources from the 13th month and othersources (govermuent's contribution, reflow, of resources from, tho -old pJort.1-___--folio) --to-cover -its-obligations-- 7his-st1Wi __ it o pat actions in whichUMN was providing resources to NIVI for investzent in projects in which thefull cost of such projects were not charged to the beneficiaries. Among suchcosts were expenses MVI incurred in building schools, day care centers,septic tanks and other tacitilities. The reason was the lack of an integratedapproach to the production of shelter projects in which additional servicesand facilities were planned and their cost budgeted by other agencies of theGOP. 111W until 1980, was also providing cpbrational budget suprt to MVIand MV1 did not chare for administrative overhead as part of its projectcost. The non-income generating portfolio resulted from the above actionsaccumulated isince 1973 is in the vicinity of $42'million. As of 1//83, thenon-icm generating portfolio of IN represents 231 of its total assets or33% of the total portfolio. 

The GOP is fully aware of the probleum being confronted by DUNand has provided fresh reaources to LUN to increase its portfolio (the WEprogram is helpnj in the process) . In brief, the ININ needs to maintain a- high level of investment to improve its financial position in terms of reflowe++ F......F+ .. !...
and outflows. In terms of the elimination or reduction of the 13th month(contributions from the 130h month represet 201 of the total resourcesavailable to BUN) contribution, the Social Security System and DUM have setthe basis for which could be tho alternative source of resources for lIM.This opedusndienvsions the purchasing of bonds ($15 million) with a 15year =turi1EWF* Social Security System from MAIN at 11% rate. Because DUNenjoys a considerable spread betweon its liability cost (5.481) and itsportfolio (9.501)' the 1ll hos only the effect of alightly increaso MINi'sfinancial cost. However, it provides long~terma resources needed by DN toincrease its income generating portfolio which will asist lINin th radualisprovement of its debt service ratio. 

3, MIlN a:W UmLoan vortfolio, 

As part of the first HU proyrm# WiN and MVIhave reached anojgroomnmt for the disbursanont of resources, from INto NKWI. Thes diahursaento are now baoed on an invuntment plan agreed upon in advance and relate,to urovud hUwigetu for each suaxiti project. Ilavvrs LIN still noodsgreater control on the collectiw: aspet whi are now handled.b thelXpertamntod WJ in fact,ianes M~ims of 14LVI. INIs providing MXI withthe operational budget for the Dimes Raices Lvprtmmnt of MLVI. A logicalstop wil be for the collection functions to be controlled by 111N with Uiepersonnellnow working In MXVI tranferred to l21N@ 111is, will allow ImiN to auditCollections and to take whatever at%*s are needod to Iho1rova payments withjoutdopending on MXVI. 
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F. Conclusions:
 

Tie financial evaluation of Phase I has provided the basis for a 
number of actions that NiN and MlVI will need take as part of the program. 
These actions will be reflected as Condition Precedent for seeking a US 
Investor, for specific disburseints and covenants. 

Prior to seekirj a US investor, PAN, MIVI, MIPPE must have: 

1. Contracted jiium-Lern technical assi stance for the evaluation 
of the housing finance sector tand the deteriqination of a mechanism to mibilize 

additional reOuLIUCeS 1.0 w-nc 1,11.shelter incluliii(I fie role I lIN anid Llt 
Social Scurity Systu wil t p ly ill such iitechanisim. 

2. Conttracted tie tC(TIeial as.si:tanict neutet to evaluate tLme role 
of tie savir-js and loan system and how the system could expand its financial 
base to better serve lower incomue Lamilies. 

3. IXveluixxl an inves.tment plan ill support of BIN for the period 
1984 - 1988. Th1iis inivestuint plan should take into account tihe potential 
reduction oi cancellation of the contrikbution noM being received by IMIN from 
the 13th montl payiiwont. 

4. Jompleted the t;ransfer of tilme [unctions o tle Departamento de 
Bienes 'Mice.s; of: MIVI to 11N. 

As a conditioli for a dishurse .iit over $10 million of tiLe second HG 

Prouram, HIN, MlVI' M11111, -imonhid have: 

I. llmitiatcnl Lltw ojM2 atiolti oL a WCtAlhlllil iI.ILO IIilo ll i dit-.oiil. 

ioni will heiI 1)ll 1 A.li mtJ byl.tsomiL'tr(xs; to MtN. 'iw tvilit.' , ()l s;uch ilittl514 
tli ./'i . il :; 't i t.y ( nl ( AI l w l pIIiv, 11 e / p u b l ic . i m Al Ol u t i o nl ()I 1 111Nll," ; lp l ' i- l ; 

i leS:i.(llmol ~tliJa(Jt!, i~ ln~tls) IlIl ill ,lli )un l l liciht tiili $1 III11 I bl i 

2. (01' l f (1.iIdctt1l' Lil ! lt. j is[LatLlilmrejulat ifll!:ihou tvI c:;:;aiy 

euiidnatLing te i(leitil-.led coi;tLraiLt: limiuitilig t ile alili.ty of. time savings and 

loan ;ystLem to t;Xjxilyi iti; re ;iotjrC4!i lJaI alMid A-., overill len1(ixi activities. 

jv; a. coVea.tlil. f0 tlltie. pt(j ~ j ll, iqlbN, MIVI, ml I'PI.' will. a Jree to 

continue Ulu -spi tseailjtilijit in wi mich ilnvestjiKnLt proii aiv; ale jo ilitiyi 
developed by lUN aind MIVI Under Lile coordination and supervision ol; MIPPIE. 

http:alili.ty
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VI. Economic Analysiss 

A. The Overall Economy: 

The pattern of Panama's economic development has traditionally been 
dictated by its strategic geographical location and the presence of the 
canal. Most of the country's growth during the past twenty years has been in 
the nmdern councercial, transportation, and finance sectors centered around 
Panama City, the canal, and the Col)n Free Trade Zone, while tle rest of the 
country, with some exceptions, is still to a significant degree charac
terized by tradition bound low productivity agricultural production. In 
effect, the relatively rapid growth of the modern sector has spawned a dual 
econoumy, one based on services linked to international trade and finance where 
wages are aisproportionally high and the other on traditional agriculture, 
local coianerce and manufacturing where wages are disproportionately low. 

T1he vicissitudes of internation-i. trade and finance have accounted 
for an erratic growth pattern during the past decade. In the 1960's, the 
economy grew at an average annual rate ot 7%. rihe country entered a recession 
in 1974 that lasted through 1977, with economic growth averaging 1.8% 

annually. Subsequently, growth recovered to about 7% in 1979 and since then 
has fallen steadily to about 2% irn 1982. Continued stagnation in 1983 will 
likely result in a nticr zero growUi rate for the culrrent year. 'lhe worldwide 
recession has been :,everely lielit in neighboring I;itin Nerican countries, 
decreasing deimind for Panaminian export itei -- as weli as for its international 
trade services. Prices for Panama's agricultural products have also 
stabilized at relatively low levels. 

1ie construction sector has, however, remained a bright spot in an 
otherwise lacklustre scene. lollc-,:.Lng a contraction of some 75% in the period
1973-77, the five year period 197U-82 has witnessed a five-fold increase in 
tie value ot building construction permits. 'Ihere is evidence, however, of a 
slowtown in the luxury apartment and office space market which sustained a 
good Lrtion of the recent boom. lie completion of some other major projects 
such a; the oil pipeline in western Panama is expected to further reduce 
employiient in this sector in the iiiiritxiate future. 

'Ithe f.oreign trade current accounLt (eicit (goods, services, and 
transters) widened slightly in 1982 from minus $418.2 million in 1981 to minus 
$45 3 .8 miillion in 1982 accordinj to preliminary estimiates. Imports increased 
only slightly, but gYxls exports declined by 3.2%. Increased exports of 
shriip, clothing, meat and leatier products were more than offset by declines 
in the e!xlx)rt o.' 'U (I,.tIr , nai is, coffee, and [i luwa . Panama derives more 
ixr:omeI. rom exjX)rts of: service.; than trom goXxd. 'Ilie net ;ervices balance was 
als; s:Aiglijly lowei in 1982, conLtributing in large iieasure to the current 
account det icit increase. Currency devaluation!; in a number of Panama's 
regional trading prtiers have lkide Panama's dollar priced goods relatively 
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more expensive. Because of its currency, Panama itself cannot help to rectify
 
the balance through monetary policy. Finally, tourism also declined by 5%
 
during 1982 largely due to the recession.
 

The economic slowdown has predictably exacerbated Panama's chronic
 
unemployment situation. It is estimated that nationwide approximately 20% of
 
the country's population is currently unemployed with an even higher degree f
 
unemployment in the Panama City - Colon metropolitan corridor. A recent World
 
Bank study speculated that unless the economy can rebound to the 6-7% growth
 
rates of the 60's, heretofre mentioned as highly unlikely, unemployment could
 
affect a full one fourth of the work force by 1985. Underemployment serves to
 
compound the problem. A 1981 study estimated that 30-50% of the national
 
workforce and 20-30% of the metropolitan workforce were underemployed.
 

Government expenditures rose rapidly during 1982. Public sector 
debt at the end of 1982 was 95% of GDP and external debt was 70% of GDP. 
Reduced trade and tax revenues resulting fLon the economic slowdown resulted 
in a GOP budget deficit equal to 8% of GDP ($450 million), almost double the 
figure agreed to in an IMF standby agreement negotiated in 1981. Particularly
distressing have been depressed revenues in the govurrient controlled sugar 
export sector, greater than anticipated subsidies of rice expxrts and the 
electric company, and losses from the failure of the Social Security System's
 
foray into housing construction programs. To redress the debt problem created
 
by the large 1982 public deficit, the GOP has embarked upon a budgetary 
austerity programwor 1983, setting its 1983 investment budget at $115 million
 
less than actual 1982 expenditures and raisirg its 1982 operating budget by 
only $87 million over last year's level to cover unavoidable items such as
 
debt service and increased salaries. 'Thenew 1983 budget represents a 6%
 
decrease in real terms from 1982. Along with an IMF program for 1983-84 which
 
prescribes limits on the public sector deficit and Banco Nacional de Panama 
lending to the public sector and assumes no net increase in borrowing from 
private external sources, the GO is also expected to sign a structural 
adjustment loan agreement with the World Bank which will be in effect for 
three years.
 

'lhe anticipated slow recovery of world trade when combined with the 
current violence and economic crises in Central hiv-rica and with little if any
growth expected in the export ol_ raw miAterials ond food.stuffs are expected to 
make it difficult for Panama to achieve even a mxlicum of growth in the 
immediate future. During a period when increased domestic consumption and 
private sector investment are not anticipated, a cut in real terms of 
government expenditures could possibly be recessionary. 

In tie longer run, Panama's ability to achieve economic growth rates 
which will keep pace withi inflation and the growing labor force depends more 
than anything else on global economic recovery. if the Western World can 
break the shackles of economic stagnation, Panama stands to benefit handsomely 
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from the expected increase in world trade. T1he divestiture of several
 
unprofitable government owned enterprises, the promotion of export oriented 
enterprises, the reigning in of government expenditures, and improved 
agricultural productivity will, obviously, help the country's current economic 
plight, but long-term prospects hinge to a great extent on economic forces 
beyond Panama's direct control. 

B. The Panama Public Debt Situation: 

The 1980-82 period witnessed tile continued rise in Panama's total 

public sector debt to $3.9 billion at year's end, with the external portion of 
this debt $2.8 billion. The total debt is approximately 93% of GDP and 
external debt is 62% of total exports of goods and services. The increase in 

the total debt in 1982 .as 17.2% and the increase in external debt was 20.9%. 

Debt service payments of about $700 million in 1982 have exerted
 
considerable strain on the GOP budget; they are currently estimated at 
approximately 30% of total public sector expenditures and 40% of the central 
government budget. 'A) date, Panama has not had any problems making payments 
on its debt, but its ability to make principal payments depends on the 
willingness of banks and international organizations to continue lending. The 
government has put into effect a budgetary austerity program for 1983 in an 
attempt to contain spending and raise revenues in an effort to reduce the 

budget deficit and to diminish its dependence on external borrowing. It will 
also be striving toward a less burdensome debt profile by strictly limiting 

further comercial bank borrowings and by relying on disbursements from 
international organizations to finance the 1983 public sector deficit. The 
prognosis for very limited gains in economic growth for the next few years 
implies that the GOP's austerity program will have to continue if Panama is to 
maintain its good standing in the international financial coninunity.
 

lhe terms of the HG loan are exlected] to be relatively favorable to 
the GOP (-J years with a 15 year grace pxeriod and an estimated 10% to 10% 
interest rate) when compared to other lendirj sources, particularly cormercial 

banks. The 11G loan, therefore, is directly supportive of the GOP policy to 
reduce its dependence on high cost comercial loans and to seek more favorable 
loans on terms generally associated with internat-ional financial institutions. 

C. Debt e.s;chledul ij : 

Panlaiti is not [,lanlnii-J to rescheduLe its external loans. IMF and 
I13RD structural loans are helping the GUP to avoid such action. At the 
present time, PanamA is nejotiatirtj with leadint comercial banks to refinance 
some o t he loaiis ukAturiij thLis year as well as tile debt service. Dspite 
certain (Ji1*licult ie;, |Paiiki is expected to successIuly complete tile 
retiiancing negotiation. 
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VII. Implementation Arranyeiients. 

A. Responsibilities of Participating Agencies: 

A.1 National Rrtyage Bank (BHN): 

which it 
The NiN will be the financial administrator of 

receives from the WP. It will be responsible for 
the HG 

assuring 
funds 
that all 

information required by AID for disbursements is submitted, for furnishing 
MIVI with the proceeds of authorized disbursements, and for overall fiscal 
control during project implementation. 

A.2 Ministry of Housing (MIVI): 

The MIVI will be the prime implementing agency for the physical 
development of the shelter solutions to be constructed under the program. Its
 
responsibilities include overall project conception, planning, design, and
 
coordination of sub-projects which entail programming, budgeting, design,

construction, supervision, adjudication of units. Post occupancy management
 
and administration. With MIPPE, MIVI will coordinate other program inputs 
required from cooperating agencies such as IDAAN, IRHE, Ministry of Public
 
Works (MOP) and other ministries. Finally, MIVI will be responsible for the 
preparation of background studies on housing demand by socio-economic group, 
on required financial resources and on land requirements and target areas for
 
low ircome housinYg related to the uevelopiient ot a National Housing Plan. 

A.3 Ministry of Planning and Economic Polic- (MIPPE)? 

MIPPE will be primiarily responsible for coordinating the 
development of the project with overall national planning objectives and with 
various budgetary exigencies and for assuring that all of the participating 
agencies, including the supp4ort agencies such as other ministries, IDAAN, etc. 
receive adequate budgetary allowances. MIPPE will play a key role in the 
urban planning efforts in both the reverted lands of the former Canal Zone and 
the metropolitan Panama area, particularly witl respect to incorporating an 
economic diii-onsion to these plans. 

B. mplementation Procedure: 

'lThe three major institutions responsible [or the implementation of 
the project and their respective roles are: (1) the IHN as financial 
adIninistrator, (2) the MIVI a; project developer, and (3) the MIPPE as program 
coordinator.
 

l-dch Lol.Il ( il k(!y institutions, nonfieUless, will have 
specific resix)nsibility over a variety of project coul.onents which best 
confoLms to the designated role it plays in the national housing developme nt 
matrix.
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B.1 Role of fLiN: 

- Assist MIVI with the financial components of a National
 
Housing Policy.
 

- Based on the implementation schedule, prepare an investment 
plan to guide MIVI's sub-project planning. 

- Develop a tina, cial developinent plan for BIN with MIVIAIPPE 
support. 

- Develop) tetchniques for mobilizin~j additional resources to 
the sector, including a secondary mortgage market. 

- Assist the savinjs and loan associations in increasing their 

lending operations.
 

- Establish controls on the Llow of resources between MIVIiBIIN 
for lIG and other activities. 

- Assume the responsibility for servicing its loan portfolio.
 

B.2 Role of MVI:
 

- Prepare analytical documentation necessary for the
 
preparation ot a National IkWusinq Policy.
 

- Provide critic,ilstiulis to (M)Peforts to develop planninj 
capl)iii ty iit- 1i metrolx)litrin lPaiiii.:i C it:y leve]. 

- Develop ,;ub-projects elijible I-or, I. linanciJ in the [ormat 
of project iii)luKientation d(x:iuiKnt,;. 

- Prepare COnstl oc.tLtion1 (1(.:tssoLiciLt conltracors or 
developers, award contracts, supervise construction and all 
or mr ActiviLties required to carry out the physical aspects 
of the projramn. 

- Refine co:,t conltrol mechaniL';; duriilj project coi'struction. 

- Duvelop iip)roVwe ilLt. jjili -,y't;i ,ilid account ingj
procedures and provide ideatu and t iikly rep)r ; to IN 
[or diilbur st,lllit I)UrIX~4 ; . Preji ir quuirterly reiort.-s for AID. 

- Develop )r(Jctx 1wtq.- ; U ) lt ill, itie lvery of ltiblic 
service.-;, (x:!41i0i , issie sIl :;( x:Li ntLs, e:ia xilly with 
resLect Ih) I.l Ii Iin inew il. ;il)- )J I dtil. 
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servicing functions 
prepare basis for transferring mortgage 
to BMN. 

B.3 	Role of MIPPE:
 

the I31N financial plan.
- Secure resources for 

the support services 
- Insure that resources are 	budgeted for 

MOP, etc.).(IDAAN,for the sub-programsnecessary 
for conformity to 

Review project imfjlementation 	documents -
and investinnt plans.

national budget 

iprove urban planning capacity at the 
ettorts to 

- Coordinate 
level.metropolitan Panwtki City 

oiProect 13eneficiazies" 
B.4 	 ResponsjbPilt1CS 

are exjxp cted to provide downpay ments of 
Project beneficiaries 	 the programIn addition, although

i.ub-prorams.
$2.5 million for the various 	 the housing 
costs anticipate only that the beneticiaries will purchase 

the constructionto coiVlCeare expectediIVi, they
solutions developed by 

over tiinv.theimelvesactivities 

B.5 	 Role oL AID: 
the three key GOP 

to the responsibilitie!; of 
In addition 

S i b l e for the LollowiInq:
All) will he LreSAM

institutions, 

and sub-pJOe(ts.
of pLtLjraiis _ Approval 

ol investors.C(olntriaCtin'
- Arrdaivj I or t I o 


ol d i!;bu[,;el1W1nt;.
Approval 

assistance.of tCell'iCaI 
- oordlination 

U(')I-tltiat 101:
C. 	 Institutionil 

var Ious ministries 
i Iv onll l'Il)llJzt tiLhetWIc(( 1 14t ,011,011 I (it

'1 olJt OV'l-,l of. 	the lIrticiplntMII'I.',
e : ; wll b, t(,-!U I ,l)I4 IIicty 	oXl 

l l 

vach 
uaniy be real izeo

and WAI' atJeI	 i ,JOd h CAll 
*tn oilfIlKil, |il <JI l 

t 
.I (' hlv:ii' LILItliUiot recot l'i 	

on ly eiminat! f.rom the 
'I iSmeO pu:)Anticn iInI!t. notr 

as a co 1lilao.it.i vI t. 	
but .1hA) It i 1t dowit to the 

ivVdt(A eLb ,t 1tiVI 
Oll U14' 1l1Mt.Ure oi 	 dlecittiOit 

upiAerwi It!levi V4) 
4)1 Ijdlll'/tlt 1 jll5(lt'l"'ljlil4Jul thi,, 

oq eratiolillvl!v 	 otiilal it tour diaLtiiMt
will+ im 

Lo be tkeil. umltlditLion
and aclionfI 
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levels. (a)GOP policy level (b)Inter-institutional planning level 
(c)Project definition level and (d)Project execution level. 

C.1 GOP Policy Level:
 

Coordination (At tie WP pioli(y level will involve the Presidency 
and the Vice Presidency, tUI|PE, MIVI, BiffS, and Lo a certain exteliL tile 
Ministry oL Flinance. l)x1.ic.y wiLl be tormuLate(l and coxordinaUtx at Llie 
ministerial or institut ,ionilhead level. 1klicy iiut ; wil Ibe required as 
well from tie Social Security sy-;tei and from e(iient's Lroii the private sector 
with respect to housij tinanice. 

C.2 Institutional Plannirij level: 

MIPIPE IiAs iu creasiipJly be-coii± during the past several years the 
key (W3 institution in cxrdinatirmj invesUint plans of tile individual 
ministries through its process of foriuulating the National Budget and will 
therefore play a lead role in the develolpiint and iH)leuuintation of Phase II 
at the macro level. 'lie capital projran to b- carried out through ttle 11G 
investuint will be elax)rated I)riiiurily by MIVI but will rely on significant 
inputs at tie technical level froin institutions such as MOP, IIMN, IHILE, the 
Ministry of lHealth and l.ducation, aid mui i)ial lodies [or infrastructure and 
service couioneuts. Whien the various prxjrani elofllnts have bxeen clearly 
defined, approval will be ,;ouqjit at. tie ix)licy iiakirY! level. However, MIPPE 
will !)e loXokid Lu i,,(J vo, iiti - ii titutiottal C(2It 1ict!; u)r (iwcrepj, incs. 

C. 3 Projeci DotL) iiiiLti i I A VeL: 

A heifiti 'i l tl toni I Iif ;jM(2I I (,- e" u i IreI orI u -IJ) leveI, nItLs 

cach su1-rrojUct will be' dlevelopedI. 'Tlhe LeSpoIlslbility Lot leadership at this 
level lies pik-itirily withi MIVI, iii coujunction wiUi MIPIE and the IN. MIVI's 
pro Iessiol 1:; wiII wu, k hi t CtI[y w ItI counterpai t ; iii otJir Iiiiiistr ies and WOP 
agencies (lidlE, etc.) . Once the ,il;crete !;ub-projecmts have been sufficiently 
well de in d, t~i e rtewWc ai id aj provsd institutional plaruirgy will icy at te 
level.
 

C. 4 PLujcct Executll I:jun1 &v( 

(NerIa 1I1 .!I)(l 11)11 Ii ty I u oii thet iInd i'Jvidual4~ -xci it 142 projett 
activit.ies l, ,with HIIVI, t.l (.,iiiuo|l:;y by tI' ,lx'rtitLi(J divisions 
Ut U ie II1 a lul MNI 'I'. MIVI will cc4u1re (:.-:tant coo~r(dination wiUi other 
functionail linit4 hpoVid iv) kiil r ttit4u- IN tc.) at. tlie techical 
Ieve1. lii ,Itilhtiolo , l11t.4lh11 c(aldilatJiun will be.zcctpirit- oaiu)ipj thte four 

iliujor clivisiolis (f MIVI lie hi ter! ' inat, Ix)th tv oa(litla office l,llhuia and the 
I ied. 'llie key (IIt4-(:t oliait' at MIVI W l1, howe'Vl , 1b4teio ]liiniVAJ 
DIVI-ion, Whic0 nllow lilimit.", u1ndh4: 11i, wilnJ thle ! ix:ial At ta il Ixi r lIL nd 

lk)v!e IvnLw.j tlethe Urban liiit Do tii'lit , ti [inal:le Dvi siolll. It tihe 'ituation 

wlrralit#u, dll:icullt.wlen i.tUii; level will IA' rt i'olve(t ait We iext hiqiJer level. 
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D. 	 Authorization and Disi'urserient Procedures: 

D.1 	Authorization: 

Approval of thc $75 million overall treaty progr l was secured 
on 8/16/79. iowever, oniy $2 million was authorized at that time. Of the 
$25 	million, $19 million has been disbursed and the remaining $6 million will 
be disbursed by 3/84. This $6 million relates to the construction of 1,435 
units in the urban renewal area ($4 million) plus home iqIrovelints and small 
projects in secondary cities. 'Ilie planning for PIlase Ii is well underway with 
respect to the urban renewal program with more than 2,000 solutions for which
 
sites have been identified and technical plans almost completed. With respect 
to the home improvement sub-program, MIVI has been forced to stop its 
promotion in view of the fact that applications now exceed the availability of 
funds. Phase II authorization should permit the basis for the planning and 
contracting of new projects and it will ptovide the leverage needed by the 
Mission to continue the institutional develol-iknnt and policy dialogue efforts 
with the GaP. A three year iii,)linientation period is estimated for Phase II. 

D.2 	i)isburseiiient Procedures and Conditions Precedent to 
Disburseme-nts: 

Disbursements will be made on the basis of evi(dence submitted by 
WiN, RUVI and MIPP' Uit IilbrtgJauJs/l)ans have been executed for the different 
sub-prograils. Bastxt onl tle analyses of tie pro(Jrai, and to intluence the 
actions of the GOP, a series of conditions and covenants will be made part of 
Phase Ii. 

Conidi t-ii)ll Ii tot :;e!k4 iiij a US Jzive:;tor: 

Prior to tUe G) .;vekii-j prox)sals trom US investors, W IN, MIVI, 
MIPE will: 

1. 	 Pr 42j~dtt tll! tLems oL it-b-iftio:ez dnt coiitract the nlece,;sary 
technical assistacL or a shelter e essv needs and an urbanutor ;sim.n t 
developmrent assessim-nit. (MIVI, It[PS) 

2. 	 P1re-i t Ii1 teiil; of reterencIe* aind contract the technical 
*j:..III &II !L(IIKI4 ofl HitI iik j Group) tot tilt- 111irniivj ol t e kverted 

Areas (MlVi, MIPP"). 

3. 	 C'onU~w.t- mI t1itJ-tIIII tlotlll(:dI .ai: tdlaji.e t.t the evalujLitio 

Ot tilt! lLl SIIItJ Ilkill:K1 :.1UCt 1 the* (1l-t.vtlinh olof ii 
d(Wkiitlollal IU'L CU:i lot t(Yw-II '()nlP! !,t.ft'J Ii : LUI Iintj t-lie role IIN anJ the 
.oclali St.curity wI ii play III :,tich iivchLani-;mI . (NIN, MIVI, MI PPI) 

10 I .ld 	 I I iiv-Cdinll to i11ubilize 
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4. Omplete and contract the technial assistance needed to 
evaluate the role of the savings and loan system and how the system could
 
expand its financial base to better serve low and lower income families.
 

5. Develop an investment plan in support of IN for the period
 
1984 - 1988. Ihis investment plan should take into account the potential

reduction or cancellation of the contribution now beizvj received by BN from
 
the 1/3 of the 13th month payment. (BN, MIVI, MIPPE).
 

6. Complete the transfer of Lunction.; oL tLhe lepartwivnto de
 
Bienes Raices of MIVI to IIlN (1311N, MIVi).
 

7. Hire as part oL the MIVI stall at least one ecologist who 
will be part of the Urban Developmient Division of MIVI and who will work on 
the retinement environmental guidelines for the use of MIVI and the issuance 
of material guidelines for environmental protection measures in shelter 
projects. (MIVI). 

As a condition for a disburseiient over $10 million of Phase II,
 
BiN, MIVI, MIPPE should have:
 

1. Initiated the operations of a mechanism to mobilize additional 
resources for the BMN, including private sector resources. The evidence of such 
initiation will Ie the purchasinq by private sector financial institutions and by
the Social Security or ot]K r public institution of at least $5.0 million and 
$15.0 million, -(y, 1 Bfl's papers (mrtraqes, bonds).reslpci i ()r 

2. .lnactcd ti - necessary legislatio/regulations eliminatir 
tie id(enti[ied cons tints I imiting the ability of the savings and loan system 
to expand its resources base and its overall iendirng activities. 

A; coVw, I ts; Iot the program, IIN, MIVI, MII)PIE will (a) agree to 
conLiit-lth 1he pre.stiL i i 111 p.110-1iKI iti Which iJ)Vvt JIKII 1 ((Jldh .11e joilitfy 
developed by BHN and MlVI under cth cxordini tion and supervision of MIPPE; and 
(b) use 50% of II11a;eto |finance slhelter solutionis affordable by families in 
the 5th to the 25th percentile) 35% for families in the 25th-35th percentiles
and 20% from the 35th to below the 50th percentile. 



ANNEX A
 

Indicators ot Achievement 

The 1979 Project Paper indicated that in order to assess the progress 
achieved during the first phase and before proceeding with Phase II, eight 
"indicators of success" should be examined. A status report of these 
indicators follows herewith. 

1. Indicator: Funds authorized for Phase I have been allocated based on 
plans submitted to and approved by AID, and the approved projects are in the 
design stage, under construction or completed anu occupied. 

Status: All of the $31.25 million total program cost of Phase I $25 
million HG plus $6.25 million in GOP counterpart contribution) has been 
allocated to the four different approved types of project activities, as 
follows: Urban Renewal - $15,846 million; hom-e Improvement Loans - $3,054 
million; Peripheral Areas - $11,582 million; and Secondary Cities - $0.768 
million. Plans have been submnitted and approved by AID for all of the housing 

solutions to be constructed under the program with the exception of two small 

secondary cities projects (45 solutions) which are currently being prepared by 
MIVI. Of the $25 million in HG funds, just over $19 million has been 
disbursed for comp-leted houing3 solutions, and projects either iiconstruction 
or final design will consume Wui remaining $6 million. Estimated time for 
final disbursement is the first quarter of CY 1984. 

Table 1 suitiarizes the utilization of the funds to date: 

TABLE I
 

SUB-PROGRAM 8 0 b U T 1 0 N S INLW'INENT (million) 
ProgrammJed Completed to Programmed Cbmpleted

date (6/83) 	 to date. 

I. Urban Reneal 	 2821 1386 $15.846 $11 
2. HoKme ImproveMent LOans 1695 b87 	 3.054 2.5 

3. Periphieral Areas 	 2221 2221 11.582 11.5 
4. 	 Secoriary Cities 280 0 0.768 0 

7 4294 31.250 25.0 

2. Indicator: I IN aiid MlVI have developed a financial/project 
construction inplementation ;y;term so that project fund ing and construction 
activities are carried out in an orderly iunner. 



Statuss The BHN and MIVI have executed an Agreement which
 
specifically details the responsibilities of the two parties with respect to
 
the development of eligible HG projects, the flow of program funds from the
 
BHN to MIVI, the sale of thre units to beneficiaries, and the management of the 
project portfolio. Through the agreements reached in this document, the 
coordination between the two agencies has improved considerably and the 
financial management of the HG resources has become substantially stronger. 
MIVI has been and will continue to be primarily responsible for construction 
management activities. However, with the more timely and substantive 
reporting called for it in the Agreement, the BHN and MIVI have been able to 
better control expenditures and project financial resource requirements for 
planned construction activities. With the transfer of tlhe I)epartamento de 
Bienes Raices (responsible ].or prtfolio collections) Lrom MiVI to 13HN which 
will take place as part of the second HG program, tie opjerational procedures 
between BIIN and MIVI will be further improved.
 

3. Inuicator: MIVI lias prepared and adopted an environmental 
preservation plan to be applied to all NUVI projects. 

Status: Tle initial enviroiurwntal examination for the HG 
program identified a nuber of problems which MIVI was encountering in its 
projects, e.g. soil loss and erosion, water pollution due to septic tank 
deficiencies and deficient sewerage treatmnent facilities, increase in urban
 
runoff and uncontrolled discharge offsite, etc. It suggested that MIVI's 
planning and design standards had not given sufficient attention to the 
difficulties associated with some of the relatively marginal sites for some of 
its projects. During tie past several years, MlVI has strengthened 
considerably its environmental plaining primarily tJrough the introduction of 
a multidisciplinary approach to project design which assures the integration 
ot environmental issues at critical stages of the design process. Recognizirng 
the adverse conselquences of increased erosion and sedimentation, MIVI now 
il),d;eS it.; acti, ; o0il ct tiltl :;ih!u plalUling and Colv ;trucLion design I procLdurUs 

rather tian costly structural ieasures, excessive grading, reforestation and 
dredgilJ after thLe facL. lld.- approach elli)ilxe:; L 4-01idLf ilfication of each 
site's natural resources, lpysical conditions, land use limitations and 
developlielnt intensity potential with reasonable envLroiuintal cost 
considerations.
 

'1b achieve these environtental objectives, MIVI has prepared and 
adopted a set of erosion and sedimentation control principles, guidelines and 
specific planning and design measures. '1lw findings and recoiiendations of 
this technical working document (prepared with AID's assitance) have been 
integrated into appropriate stages of MIVI's site evaluation, project design 
and implementation process. l)Xspite the evident progress MIVI has achieved in 
augmenting its environmeintal capacity, there nonetheless exists room for more 
sophistication in its eiivironiiutal analysis. 



Finally, it is noteworthy that Panama's new Constitution o,. 1983 
contains a full chapter on ecological and environmental protection. Though in 
a document such as the Constitution articles must by their nature be very

general, this is a clear indication of the GOP's concern that environmental
 
protection must be improved if the country's natural resources are to be
 
preserved.
 

4. Indicator: In the financial sphere: a) the BIN secondary 
mortgage market program is operational.; b) BHN has developed and put into 
operation an internal audit system; c) and analysis ot W1N loan adinistration 
costs has been prepared and applied to new mortgage loan operationsl d) GOP 
is implementing plans called for to correct tie [L1i ICIal )roblemii being 
confronted by the BHN. 

Status (a) '1 date an open secondary Iortjaq'j Iiiirket liinyed by| 


the BIUN has yet to be establisled. Nnetheless the GII fhas t:ciuntly begyun to 
take measures whidi lead directly toward the Lorliiation ot such a market. An 
agreement reached in October 1982 between the BUN, the Social Security System
(CSS) and tle Saviljs Bank (Caja (aeAhorros) provi(les for the direct purchase 
by these institutions of iortgage loans or inds secured by the BIN in an 
amount of at least $15 million over a three year perixl. Since the C;S3 is 
phasing out of the direct develoixient of housinj projects, it is pLrticularly
appropriate for it to continue its support of tie shelter sector by acting as 
a purchaser for the BUN mortgage securities. 

Several expL)dintiolis have btu|ol.l tied d,a., ro-)oneit [or the 
inability to date of the LIN to create a ;econdary iurtgage market. Aloing
these are: ( 1) the lack of control the 131IN has over its loan [:ort ol io; and 
(2) the volatility and high Levels oL interest rates durincj the xist several 
years when ctoiire(I to on ear iii if asset(; (A. t he IN.the y ie ld i ncoiix? IM. 

iSLue oI C( lt[iot Hie iiiot.ljiU, jortt oli ishoill im r ,)vtwithI tHie
I oVw t 
atoreKentionej IMIN/MIVI /AJreelint, andi the projx)sedi tranivter ot |lht BielesC 
Raices IXepartiient trom MIVI to 191N. Now that interest rates have tallen 
substantially, tile creation ot. a seconidai y |Ii t iLtt' (kt;I iOUL1(1 1). 
achievable. 

(b) Under the turf-rage ot a l('(?i (ciit ilLeo| PutilIC iCcouiitij 
firm, the BHN has toritioL, statled, ald pitLitto operai ion in early 1983 an 
internal audit system. A work phai. I or the- J i:. t year ot operation hia:; been 

uwidi 0a Ils haveagreed to operationa1 anid pi (Kxoiural n1ii'd l|ik been prejAred. 

(c) A.,; a1res;iALt I an analy: i:; tl L ,ilomi 1(miiil t ratlion 'OSUt;, 
ct tothe BIN li, ; .k ,eii tni ie-hucu it.!; ,(tiiniUi ative oveil ieild d1itu ij the 

past fe(w years, dectea-; InLj tihe i t 10'6 betw:wt .-ii 17i7 an1(1 198i. iu rLthir 
projress is nIonuetheless warranted iii thi; area in order to brfil(j oxeraLtilj 
costs nitlIc 1lK)re clos,;ely iito Line wliI tho;e of1 ;liilar pr ivate ;(ctor 
institutionis. 

.'!
 



-
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(d) The G has indeed uring the past four ear continued to 
support the IM in its efforts to overcome the financial diffculties towhich 
it had fallen prey during the latter part of the 1970's. The major form of 
support has been the direct infusion of LW capital to help the Bank reduce
the large deficit accumulated between 1973-78. During the 1979-82 period the 

o n.7amillion directly-tothe- IN in large, maue-to
the owls direct assistance the accumulated deficit was reduced by 93% over
the same period. The actions reflected in the October 1982 agreement among
BHNr MIVI, Social Slecurity Lbstem and Caja do Ahorros have set the basis for 
further support to Bn through the acquisition of mortgages or bonds by
private and autonomous institutions. 

5. Indicator. MXVI and XPP etWorts to efect a cohesive planning
coordination are eng achieved. 

&tatuse The past several years have witnessed increasing 
institutional coordination between MVI and NIPPE. T1his halbeen further 
streothened during the past year by the dater merall econmic 

anaa wichhasnecssiato controls. 
VI as contieously had the repoinsibility tor designing and Imp aenting

inividual housing projects* each overall sub-proyram is now being reviewed by 

s~nionin tihtrabtar Though 

MPebefore execution to assure that the proposed investm nt conforms to 
overall guidelines for the sector and to bugetary imitations. pecfWally
with reect to urban plannin , MIPW is tqo Lobe for the preparation of 
national plans tor eco nic and social growth and for regional developent 
plans. I M s ureau of logional Planning and oruination toraulatos the 
regional plmw, gesrally Luuinij on land uas in wllabration with 
regionally established Provi:cial Coordinating (Uxmils. Political and 
technical rep~resentatives, from the various ministries, including HMV and the 
semi, autonomous, infractructure agencies (rVW# IlEIR) form those Coordinating
CabUis. owce a regional plan has been adopted, specific detailed land use
plans are prepared for program iqpl wmntat Lon by the appropriat, Institution
in conjunction with MPPS. 

MIVIs Planing Iopartwnt has also played an active role In several 
other urban planning effortis directed by MIPH# the most significant being a
1980 effort entitled "Mottopolitan Misgont Gnral Land Une Plan and a 1977 
study called "AFI~sical Wide Lor the (AtLinms of Urban uIMPIDVelopamt in Panama
City, PreliMnary Uocuwnt". Vinallyo with reqwet to pmling for the 

revrte ae* a planning struce has boon established wider the aegis of
the Vice President within MPI 'which builds In a direct institutional 
relationship with various Ministries wotdto carry out development
projects, including MXV1. IWquite tho remwit @1 forts to improve the urban
planin capaity of the JP#, a good deal ut progress rarins to be achieved,
particlaly. in the area of.putting various iftsical develipMent plane 
to %VataM For this reaom,by and MlVI Into an economic context,
additional technical mistance in urban planning is belig peoposed for the 
second phas program. 
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6. Indicators Plans and surveys with respect to the physical, social
 
and economic aspects of the Project have been completed for the sub-projects
 
(urban renewal, Canal Zone projects, rural shelter projects) contemplated for
 
Phase II.
 

Status: With respect to the urban renewal sub-program, the social 
and economic surveys necessary for target group identification have been 
completed for all of the targeted areas. Most of tle actual sites to be used 
for the construction of new buildings have been decided upon based on a 
physical inventory of all the property in the designated areas. With respect 
to the housing to be constructed in the reverted areas of the former canal 
Zone, several sites have been set aside in the recently completed Ancon 
Corregimiento plan tor utilization by MIVI. However, to date the social and 
economic surveys necessary to charactrize the target group and to determine 
economic feasibillty have not as yet lxlen undertakken by MIVI. 'Ibis 
sub-prograi is closely related to the technical assistance efforts planned for 
the working group re;LCni1ible tor tile plaining of. the reverted areas. 
Likewise, in tlie reception areas sub-p)ogram, social and economic surveys of 
the expected target p)pulation have yet to be comleted]. Contenp)lated by MIVI 
is a survey of tanilies who have recently !;quattered oi land in tile Tocumen 
and Arraijan/Cliorrera areas [rom which should (merge a profile of housing 
needs Lor tie inteii1ed target group oL this sub-pro(gram. After completion of 
the surveys, :_;pci t.ic sites'5 will be cfio:sen in conlormity with Urban growth
policies for tie metropolitan Panaiii ared expected| to be enacted after tile 
completion of thUe urban (evel qmkift assessment for which technical assistance 
has been includ(e in the second HG program. Finally, the home improo'cement 
loan Sub-program represents an expansion o. the effort already begun under the 
first tranche. ALthiough soiie Line tuning of the program will continue, 
particularly with respect to MIV;'s capacity to rminage the increasingly 
cormplx admiu istrative re(quiruments, the proijram elements will remain 
su1.bStantl, ly Is they are. 

7. Ind icatot : A pl.m to incorporate some oL the employment generation 
activitls undur tie UJAI) emloyvmxnt stratejy to this program has been 
coflllete1. 

;t,it.L;t ''tl.I () the 1QRtiA)/IJA'; ell oit in tLhis area has been to 
sulpp)t activitieS., whiich (dircitL y conlribut e U. USAII)'s eil)loyirient strategy in 
|Pallaiuki. "'IIe a(d, ()Itl +' eAil)Jloylw iLt prgoq in Vai ilmwi is increaseAIID illr to 
ellqr)loyi1i.1It o)l)rtuIl t.m,,; by lng bothtIx)Il t.he (O)veraint and the private 

11 t11141 g[lhllsector to div, lopiand I1lll. (,'0 lllti1J(Ati;i; JI)I illlshla1 li g j)ublic and 
pirivt, i h ;uiL t ;. '11fll.- W;llI l i l h i N (e ittily tile specific; (OJctt llllti to 
oj(.'CtAlV,'; (d thi , l) IDal' t y to :Atilliv'1tJin tho:;e lin.;tit.uttliO :;and pjrograiwi 
"owhich 1l()isiti. 1,1,)1 ilq ;lVa''0l(ei Vt11. i C. I;ItAI;IL with acceltable levels of 

i.A li :y" .111(1 "t<) IIleasdl' (I1',PiodiUct lvit.y ()I. flx)! nIl capital. through 

t riigL;tUitt ionkir ;1I and iol ii |ti iil(j tLechnicail ;ervice.; [or workers 



and managiient.* '.lhe intusion of 1IG resources has had the effect of 
mitigating to a certain extent the peaks and valleys which the construction 
employment sector has experienced over the past several years. Construction 
techniques employed by MIVI are highly labor intensive, even in the urban 
renewal program where more complex buildings are being constructed. 

8. Indicator: 'The capacity of MiVI to deal with cooperative housing 
groups and prepare cooperative housing projects has been developed and the 
first loan for cooperative housing has been made. 

Status: In the area of cooperative housing, achievement has fallen 
far short of the originally designed objectives. '1%ough MIVI has worked with 
cooperatives in the developinent of some of its housing projects, particularly
in secondary cities under the 1IG-010 (UM-I') program, a close collaboration on 
a regular basis between MlVI and cooperatives has not developed. Ihis state 
of affairs is due to shortcominjs on both sides of the table. lhie cooperative 
movement in Panama has not flourished to the extent it has elsewhere in Latin 
America. Most cooperatives are strugglirmj financially and organizationally. 
A technical assistance organization, M'JNDAVIW, created in the mid EO's to 
help cooperatives, has not imatured into the institution originally 
envisioned. 'Lliose coopurativu; tLhat are most succ(i.ul tend to consist of 
iom xjeneous l-ami . CIosel.y to specitic -- l,'or part,l. f i nke( a i lployc. its 

MIVI has niot seriousily tried to )r(olmote cooperative housing progralis except 
where a pruviou;ly cxi stmj COI()()p21ative has been parL icnlarly active. A 
cooperative housing (I,!pcrtUiKnt wa:; never really (;ta1) lished within MIVL and 
the UPG with the Cooperative lousirj Foundation (Cil.') was terminated early 
with the consent of both parties. MIVI and All) have agreed that the fostering 
of cooperative housingj, though important, should be a secondary priority to be 
addressed more seriously after the pressing responsibilities of the on-going
 
intensive housing program have abated somewhat. 

* FY 1985 CUSS 

http:succ(i.ul
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PROJECT DESIGN SUMMARY Life of Prol 8 
LOGICAL FRAMEW/ORK (INSTRUCTICH, Tm:S ISAN OPTICNA. Nom FY otT -to FY 86 

FCR,UHICH CAN BE USED AS A4 AID Total U.S. Fundivau. - S25. 25 m 11io525-HG-012, Shelter and Urban Planning.TO ORCAIZsC TA'A.TF HE PAR DatePrcarod: /44i.IT;:~~~~~PPCT &SetradPann IT N*EED S BE RE.A*?.E 
I I 

_OR SUI~iTTED). 
PAGE I

NAR--ATIVE -U'.IARY OBJECTIVELY VER!FIALE N1DICATORS MEANS OF VER!FiCATIO.N f IAP.ORTANT ASSU,,PTIONS
Pr~iram or Stow Goc!: The broa&Ir oi-ectie to Measwres of Cool Ach;aM1.nt: A-2) (A-3) Assu.ptions fr achievi:q go l targo.s: (A-4)
which this P'4:*et conlributs: (A-I) 

Improve living conditions of By the end of 1986 the Records-Ministry of Housing GOP and agencies policies and
 
urban and rural low income annual production of low 
 and Ministry of Planning* actions contribute necessary

Panamanian families. 
 income shelter solutions Evaluation reports, Panana-
 resources and priorities to
 

have reached 8,000. nian Department of Statistics low income shelter and services.
 
and Census. activities.
 

http:Ach;aM1.nt
http:Planning.TO
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Project Tile &N..tba.: 
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?rojec t P borp ose: 

PROJECT DESIGN SUMMARY Life of Proic'6
FRAMEWORK Fo F. ,n o " TooU.S.F 
 Si25 250 million 

525-HG-012, Shelter and Urban Planning 
 Do,. 	 Pr.p=, :d 7 II I 
SUM_.,__RY 


Strengthen the institutional 
policy and financial framework 
orf the shelter system 
in Pana=a by: 

i. 	 Continuing t: support the 
development of B?- as the 
key GOP housinz finance 
institution-

2. 	 Improving plan.ing capabi!-
ity of MIVI/MI??E and en-
hancing coordination of 
GOP implementing institu-


tions. 


3. Directing resources to pro-

vide iffnovative shelter 

solutions for low income 

families in accordance with 


a rational planning frame-


work. 


PAGE 2o__;__C;E"'Y VERIFIABLE :NDCAT S MEANS OF VERIFICATIo04 IMPOTANT ASSUMPTI1;a 
C 0-1 a s 1hC1W ~iln;€ e u rpos has !>* ; (a-3) 	 A ssump,;ao, for chiev ig pwr osa: (8 -4) 

. 

1z (a) B:-_ debt-services 
reaches .56 by the end 

i 986 
(b) B7i achieves greater 


3ol~c and operating in-
dependence. Functions 
of Bienes Ralces are 
transferred from MIVI to 

BN. 

(c) B develops net 

sources of domestic fi-

nancin or low income 

7.using. Mortgage partic-


ipation or mortgage bonds
 
sold for S15 million. 


2. National Housing Policy I 


completed. Planning mec± 

anism for Panama metropo 

..tan area strengthened. 


Operational budgets of 


implementing agencies 

coordinated. Economic 


planning in MIPPE/MIVI 

strengthened. 


3z BHN/MIVI effectively 

producing solutions for 

low income families at a 

rate equal to at least-


25% of the total annual
 
increase in number of
 
those families.
 

1. (a) BY Financial State- 1. (a) GOP continues financial 
ments. 

( P)
?eri3dic evaluation 

reIorts. 

(c) BN Financial ReDorts. 

2. Pericdic evaluation of 

planning institutions. 

Publication of plan docu-

ments, 

Examination of agencies' 

budgets !983-85. 

Examination of MIPPE re-

ports, 


3. Examination of MIVI produc 2. 
randtion, reports and evaluations
 

support of BHN.
 
(b) GOP realizes the benefits
 

to 	be gained from a healthier
 
and more autonomous BHN.
 
(c) B financial instruments
 
represent attractive invest
ments in local market. Re
strictive legislation and
 
regulation are modified.
 
(d) Alternative source of
 
funds are channelled to BID
 
if further loans from Social
 
Security System are withdrawn.
 

GOP support policy efforts
 
gives clear directions.
 

GOP supports a strengthened
 
metropolitan area planning
 
framework.
 
Budgeting process requires
 

institutions to coordinate
 
annual development activities.
 
GOP supports better economic
 
planning efforts.
 

3. GOP policy commitment .to 
continue to direct resources 
to families.below the median 
income level.
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PROJECT DESIGN SUMMARY Life of Project: " 
.*. lose-# .22t From FY 84 t FY 86 

LOGICAL FRAMEWORK 	 F
Total U.S. Fundin.2 .250 million 

P T, &NSar.,: 525-HG-012, Shelter and Urban Planning 	 I 4Doe Prepure4 7/AIB I 

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE IND:CATCNS MEANS OF VERIFICATION 	 IMPORTANT ASWMPTIONS PAGE-5-A 

'OjgCt C. 1%:C-u .f (C-3) 	 Assumptions for achieving outputs: (C-4)Magnitude Outputs: (C.2) 

New low income shelter 1. Units completed and 1. MIVI/BHN records and 1. a) Suitable sites available 

solutions: occupied. progress reports, for development ar reason

a) in tenement areas a) 3,000 able cost.
 

b) in reception areas b) 600 2. MIVI/BHN records and b) Inflation is not excessive.
 

c) in reverted lands areaE c) 450 progress reports. c) Effective demand material

2. I=mrzved existing shelterE:2. Loans made and ho- 3. AID reports, BHN records. izes.
 

a) in center city squat- improvements completed 4. MIVI/MIPPEiGOP published 2o a) self help groups and infor

ter areas. by: documents/AID consultant mal sector contractors are
 
b) 	in secondary cities a) 3,000 and T.A. reports. effective.
 

and rural areas. b) 2,500 and otAerpots b) adequate materials supply,

3 	 ~~~~~~~5. cnrladdsrbtoAID/MIVI and other GOP 


agency records and system is established.
Improved financial manage 3. Financial plan adopted, 

staff training com- manuals. c)ssuffiethoeimremn
=ent system, improvements 


in inter-al auditing sys- pleted, $15 million c) sufficient home improvement
 

6. 	BHN, S and L records, loan demand can be promoted.
te=, and creation of new resources created by 


sources of renevue at BHN 1986. 3. GOP financing a~vdilable.
 

including secondary mort
gage warket. 4. Specific development 4. GOP commitment to support BHN
 

continues.

policies and recommen-
Urban assessment com-


5. 	Agreement and coordination
pleted, progra prepared dations out in effect 


for reverted lands, long by GOP action. Housing among various GOP planning
 

range plans prepared for policy published, authorities can be achieved. 

metro region,urban devel- 6. Restrictive legislation and 

opment programsmenviron- . Specific project plans regulations are eliminated for
mental policies refined developed and approved

by M!VI, housing policy incorporating indicated the savings and loan as MIVI
 
studies prepared and hous practices. generates more accurate and
 

i ptimely information on project
 
ing policy prepared. costs.
 



PROJECT DESIGN SUMMARY Life o PieIn 86 
LCGICAL FRkAEWORK From FY. "" toFY 

P,-,T;,, & ,, 525-HG-012 Shelter a d Urban PlanningPre~et T~~o LOut* To.,S. Fuipo 2.250Preppe~d'- IIJ.f4 I 0 million 

NRAT:YE 
Pr ,¢€c. Z *'p.',: (C- *:) 

$-,v [ CBJECT VELy VERIFLABLE 
M,4;t.t., o OvIPWta 'C.2 j 

TrC 

C-3) 
M.;DMEANS or VERIFICATION IMPORTANT ASUMPTiONS 

Assumption f achieving o t a: (C.4) 

P," -B 

5. ?roject deve-l:pent process' 6. 
refinei inclu-ing environ-

Savings and loan asso
ciation increase lendin 

.rental, site lanning, for low-middle income 
sc:ia. planning, cQ:unity 
ce-elz=-ent and participa-

housing by 300% 
1986. 

by 

- -n studies nractices and 
:rzzenres, i:-rcved coor
dina:ion between MIV!/ 
MI??Ei ' and others. 

6 -increasedparticipation of 
savings ant loan associa
tions in low -iddle income 
hcusin-g 



PROJECT DESIGN SUMMARY Lf of Poject: 

F,om FY Fw, 84 to FY 

525-G-3012 She:ter and Urban Planning 
LOC;CAL FPR1WRK Tolo U.S. S25. 250 million 

Tce PrS. Fed:- 25. 2 milio 
PAGE A 

NX.A.'E !o.. %..q.% -. ZTZ 
. 

04EANS CV;F CAT 7 
' " :" "''.::.. : - '; t , ,€ ...
-:,,, ' . }--l:': Asswrnpion for prvdir; ;npu,,: (D-A; 

all -iion HG loan 1-3 AID, GOP, Investor, 1. U.S. investors can be
 
7:us S250,COO (DG) to MIVI, MIPPE, BIR; re- located,
 

-. zca: investment _CP :z be made avail-
 ports and records.
 
C-C? Coun:erpart ale to BI-, MIVI, 
 2. BI financial condition and
 
"enefiai. Downpav- p-p 
 GOP comitment of resources
 
rents, .is 
 timely and adequate.
 

2, GOP, , and other
 
3. Technioal Assistance - funds totalling: 3. Technical expertise can be
 

Short ter-, Icontracted, 
 GOP retains
 
a) 56.25 =illion for 
 interest in receiving
 

shelter solutions 
 technical assistance.
 
and required infra
szructure. 
 Funds for technical assist

ance can be authorized from

b) 5:25 =illion do-- AID sources.


-a?:ents for shelter
 

solutions.
 



Bsnco 11potecatrfo actonal 
Comparatlve Income Statement ANN EX C - Page 1 

Years ended an rCcabor 31. 1981, 19580 1979 & 1978 
1 I 

1981 
',0 

1980 1979 1978 1981/1980 1980/1979 
.Variance 

197911978 1981/1978 

lK rest EarMed 
Loan Portfolio 
C',.los 

1/ 12121 1/ 11147 
1140 

1/ 9065 
1L6 

1/ 7249 
1292 

92 
(61) 

23Z 
(1%) 

25Z 
(10%) 

672 
(16Z) 

13209 1231 1C11 b54L 71 20Z 20X 551 

Lesse: :%terest ?old 
i.-e a :er".iael1, Ageoctes 

C-.ver-arst Age azc:& Ocher 
4929 
83569 

134.58 

5954 
8397 

1'33± 

6709 
6162 

1)331 

6381 
7709 

14ui0 

(17%) 
21 

(6%) 

(11%) 
26Z 
7% 

5% 
14)ll 
3% 

(232) 

(% 

3et Ir:-est earned oa flaanlong (WrATIVZ) (285) (2CW44) (3140) (5549) 8Z 35% 431 951 

.A.jL=I:rtLo& Espensto 
•3= ie-'% Ea;.n ses - V 

1956 
9 

2946 

1962 
249 
4.o 

1560 
5-

1560 

968 
3438 
4.406 

(II) 
(60) 

(34%) 
I 

1271 

102% 
10(L ) 

(55Z) 
, 

1022 
71Z) 

(331) 

:-rst-, U.se (3235) (6504) (5100) (9955) 50X (271) 491 67Z 

A r 1•a 1245 1151 1044 10M2I' 

Ims.reace preustum 559 416 727 568 
C1.4 1636 1590 239 597 

3440 3151 2010 2386 9z 57Z (161) 442 

La:C1.3 mleetuaglo. 3400 !L41 287 760 
Zcprcaci|tn 208' 230 229 235 
Freotse for Coenzasimcleo 5C0 1c; o 1000 

548 1171 1516 1995 (531) (231) (24Z) (732) 

A69 Profit (Les) before Govtgo coastrIbutio (343) (4518) (4606) (9564) 922 21 522 96Z 

CovernaeIt 's contrlbutio 6105 480 17700 - 271 (731) (100Z) 1OOZ 
Wet Proft or (Lose) / 5762 I - 286 1/ 13094 S/ (9564) 19152 (981) 237Z 160 

An'lisis Comparativo de Ingresos.
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Financial Ratios 
A of Deceahr 31, 1981, 1980, 1979 & 1978 

12/31/1911 12/3111980 12/3111979 12131/1978 ILE Interrelati.nship 

LEVERIA!Z 
DEsT AATIO 

Tc:a1 Liabilities 0.90 0.91 0.91 0.96 L-1 L-2 

Twtql Assets 

.-IT - TO - EQUITY RATIO 
r ti: Lt.ihlittes 8.75 te 1 10.39 tO 1 9.93 to 1 25.36 to I L-2 L-1 

TO LAS PAYAILE 
ncz:-2e Cenerating Portfolio 0.73 0.76 0.77 0.69 L-3 L-6 

Ln,--Tcrm LtabiLILee 

L-;eru LiAbLIlties 1.0 0.99 1.05 0.94 L-4. L-6 

TI-rES lTEKST EARNED 
ker ProIit + interest Paid .97 times .69 times .66 times .32 tiLes L-5 L-

Interest atdraI 

INTErsT PAID TO INTERtST EARNED 
Iicrest Paid 1.02 1.17 1.31 1.65 L-6 L-5 

Interest Earned L-4 
L-3 

PIO '.AILt.TY 
ki.;-% C ASSETS 
he: Fra!lt + Interest Paid 72 6 111 (41) 1-1 L-5 

Total Assets 

POITTZ'..O OPEIATINC COST 

Ope::t tn Expenses 1.311 2.071 0.942 11 P-2 L-4 

Average Portfolio 

Indices Financieros.
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ACTIVITY 

Tatal Income 

Average Assets 

12131/1981 

6T 

12/31/1980 

6Z 

12/31/1979 

5 

12/31/1978 

M1 

L? 

A-1 

Interrelattonhlp 

L-3 

Operating Expenses 

Average Assets 
12 2z I 2z A-2 L-2 

c:7 
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As 

Banco ilipotecarLo MacLonal 
Pro-forma 1lnancLal StatGMantB 

of December 31, 1983, 1984 and 1985 

STATDMT O FINANCIAL CONDIION 
1000 

12/31/82 12/31/83 12/31/84 12/31/85, 

ASSLTS 

Cash A/ 26661 40410 32760 27371 

Loans & Accounts Receivable 25856 28385 31047 33834 

louaLna Loans Portfolio 138011 141292 163315 193676 

Ministry of Hocusin - Advances 
to Contractors, Land and 
Other Costs 76366 76366 76366 16366 

Investments 

luildings - ental 

24667 

5119 

22923 

"49 8 

21177 

4777 

19430 

4606 

Fixed Assets 

Total Assets 

- Net 194 

S/ 296874 

126 

31 314450 

58 

1/ 329500 

1 

S/ 355284 

Estados Financieros Proforma
 



LIAXILITIES & NT WOIRTI 

LIA5ILITIES. 

Lzanl Payable 

3o.,da Payable 

Accounts & Ocher Payables 

:ceremc Paysble 

Total LiabilItles 


Ne: Worth
 

Capital 


C:vernaent Contributions 


Acculiated Defict 


Total Net Worth 

Total LiabilLties & Not Worth 


254832 


-


1747 


10419 


266998 


5000 


41160 

46160 


1628416284 


29876 

z1296874 


248645 


14564 


-


-


263209 


5000 


64624 

6 


1838318383 


51241 

1/ 314450 


251861 


14080 


265941 


5000 


.1-09S0 

85950. 


22391 

22391 


63559 

B/329500 


ANNEX C 


256732
 

13543
 

270275
 

5000
 

103590
 
108590
 

23581
 
23581
 

85009
 
B/ 355284
 

- Page 5
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Armsa 1953 a 1990 
Estado do Flujo do Caja Proyectz..c 

E 'O00 Balboa: Rte 1983 1984 1985 1986 1987 1988 1959 1990 Total 

Dispontbiltda de rondo$ 26661 40A10 32760 27371 25469 27895 27345 32432 

ingrcaas Corrientes 
:u:orcses sobre cartera hipotecarla 

o.abre nueva carts hipotecarla 
Intereses Invaralonce corto plaza 
;entA do PropLedadve 
?rluas do seguros 
Ctras lrlazs de solurom y servlejoo 
tecmlcos 

F.;os hlpotecas £aortza:cLon progriaLva 
Ctt;. nbres%;* corrlsnra. 

1 
2 
3 
4 
5 

6 
7 
8 

16463 
1177d 

-
1309 
1310 
1737 

111. 
-
218 

18647 
11.38 

-
1304 
1349 
1911 

136 
2405 
224 

20452 
1d55 

478 
1303 
1389 
2102 

11.6 
3922 

257 

25540 
10421 
3104 
1301 
1431 
2312 

158 
6430 
383 

23648 
10004 
4280 
1300 
1474 
2543 

172 
8564 
311 

31720 
9fj04 
6021 
1298 
1518 
2797 

189 
9951 
342 

31,138 
9220 
7764 
1294 
1564 
3077 

209 
10633 

3)7 

37777 
SU51 

10686 
1290 
1611 
3385 

230 
11310 

414 

213385 
8 41 
32333 
10399 
11646 
19864 

1351 
53215 
2536 

Cast;. corrlentat 
Intereses -Icouaalone. 
!:av:os asalntaeratLvoa y operaclon MIVI 
Frilas do seluros - ?agos 
:ntereses a pigsr 12/31/1982 
Ctro g stas 
C.e:qtg . pzaar- 12/31/1982 

S.peravtt a deflcit corrlente 

20 
21 
22 
23 

24 
25 

31103 
15560 
4510 
820 

8449 

17 
1747 

(14640) 

23632 
17928 
4736 
943 
-
25 

-

(4985) 

23367 
17286 
4972 
lOa4 

-

25 
-

(2915) 

23341 
16848 
5221 
1247 
-
25 

-

2199 

23424 
16483 
5482 
1434 
, 

25 
-

522-

23733 
16303 
5756 
1649 

-
25 

-

7987 

24243 
16217 
6044 
1897 
-
25" 

-

9895 

25308 
16714 
6388 
2181 

-
25 

-

12469 

198151 
133399 
43109 
11255 
8449 
192 
1747 

15234 

l]resos do capical 
Iccuperaclon cartera hipotecarla 
locuptra:lom nuava carters Ulpotecarla 
A.arztzsclon %or-os IFMlA 
A,-r:es EstaJa-Iomos San Cayatano 
r:moe ?rzraraaa Inveraloaes Carantladas 
7%;4 1!mrcAilPrceta:arLos 
A73rtes lilt ses-Segjru Soclal 
cOtos !r&(ws-s Za C&;it&a 
3m:m ;Upotc:.arlot 1! 15 ailloea8 
Ven:s de Ter€rena 
&ortet o ao-C.Ntrapartlda-Fo4oa NG 
't¢mta da C.-crura 11potecarla 

30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

86117 
4612 

-
44 

2500 
19664 
1180. 

22811 

15000 
4000 
1300 

15000 

61680 
4796 
-
46 

-

12200 
1870 

24638 
4 

4000 
4326 
1000 

-

60262 
4988 

25 
47 

-

20000 
1949 

26609 
4 

4000 
2640 

-

-

59435 
5187 
168 
49 

-

15000 
1888 
26738 

5 

4000 
4400 

-

52425 
5394 
254 
51 

-

7000 
1384 

31037 
5 

4000 
3300 
-

-

46552 
5611 
379 
52 

-

1445 
33519 

6 

4000 
1540 

-

-

-

46575 
5835 
524 
54 

-

1455 
36201 

6 

2500 
-

47694 
6069 
750 
56 

-

-

1715 
39097 

7 
-

-
-
-

460740 
42492 
2100 
399 

2500 
73664 
12886 

242652 
41 

15000 
26500 
17506 
25000 

Caftcs de Capital 29440 :1910 22279 23569 25789 24781 20058 21151 188977 
Azrt:acton.a do ?aslvo Largo ?Iazo 
Amor:tzacton Uomas por 1/ 15 mLlIonts 

50 
51 

29004 
436 

21426 
484 

21742 
537 

22913 
596 

25127 
662 

24046 
715 

19242 
816 

20246 
905 

183806 
5171 

Flujob de'Caja Proyectados.
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Iovereses 

x:if- c*Ste ?reyectee 
lt ,raIvaf o del saeace 

u:.:- C..:. proyecto 

1002 

smartit. progrg@1.s 

ut 

t0 
61 

62 

1933 

26602 

4000 
3003 

196^2 

1984 

£0560 

22000 
3150 

135410 

1985 

35914 

IOC: 
3:; 

254 

1986 

37763 

15000 
300 

19263 

1987 

27689 

15000 
3700 

8959 

1958 

28900 

25000 
3900 

-

1989 

29100 

25000 
4100 

-

1990 

34300 

30000 
4300 

-

Total 

263893 

146000 
28950 

88945 

C.:-f'gcatse (r.ov:21o Oe) 

Kot;:tlbuitdedR~a 
Ac..10 oA0410 

70 1686 

13749 
£ 

1375 

(7650) 
32760 

1473 

(53!9) 
2737. 

2204 

(1902) 
549 

1145 

2421 
27895 

1405 

(550) 
27345 

2225 

5087 
32432 

3229 

1483 
33915 

15545 

7254 
33915 
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ACTUJAL 1979 to 1982 - PROJECTION 1983 to 1987 

Debt Service - Actual 


.,ebt Service 

Assumption 1 (1) 

Assumption 2 (2) 

Assumption 3 (3) 

Assumptioa 4 (4) 

Assumption 5 (5) 


.perating Expenses/Inco= Generating. 
Portfolio - Actual 

Assumption 1 (1) 

Assum~tion 2 (2) 

Assumption 3 (3) 

Assumption 4 (4) 

Assumption 5 (5) 


Interest Paid/Interest Earned 


Assu=ption 1 (1) 


.otal Liabilities/Total Assets 


Debt-to-Equity 


ries Interest Earned 


Dperating Expenses/Total Assets 


1979 1980 


.31 .31 


1.0 % 3.0 % 

1%i"Z_1..17 

.91 .91 

9.93 10.39 

966 .69 

1.0 % 2,0 % 

1981 


.31 


.2.0 % 


1.02 


.90 


8.75 


.97 


1.0 % 

1982 


.37 


2.2 % 

1.1 


.90 


10.78 


.76 


1.0 % 


1983 


.39 


.48 


.48 


.59 

.42 


2.6 % 

2.4 % 
2.0 % 
2.4 % 

2.4 % 
2.6 % 


1.2 


1.2 


.84 


5.14 


.84 


1.0 Z 

1)84 


.50 


.59 


.70 


.68 


.72 

.62 


2.4 % 


2.0 % 

1.8 % 
2.0 % 

2.0 % 

2.6 % 


1.1 


1.0 


.81 


4.18 


.77 


1.0 % 


1985 


.55 


.65 


.78 

.79 

1.2 
1.1 

2.2 % 


1.9 % 

1.7 % 
1.9 % 

1.9 % 

2.2 % 


.98 


.75 


.76 


3.18 


.93 


1.0 % 

1986 


.66 


.77 


.91 


.90 

1.4 
1.3 


2.0 % 


1.8 % 

1.5 % 
1.7 % 

1.7 % 

1.9 % 


.73 


.65 


.73 


2.42 


1,02 


1.0 % 


1987... 1990
 

.70 1.01 

.83 
.98. 
.99 

1.6 
1.4 

1.21 
1.30 
1.25 
2.3 
2.1 

1.9 % 1.7 % 

1.7% 
1.4 % 
1.6 % 
1.5 % 
1.7 X 

1.6 % 
1.3 % 
1.4 % 
1.3 % 
1.4 % 

.63 .57 

.53 .49 

.70 .60 

1.84 .30 

1.13 1.65 

1.0 % 1.0 % 

MMM '.rslnancieroS 
1972 - 1982 
1983 - 1987 (Proyectados) 
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ASSUMPTIONS ON "DEBT SERVICE RATIO" 

Debt Service 

Actual: Assumes no adjustment of the "Non-Income Generating Portfolio". 

Assumption 1: Assumes the adjustment of the "Non-Income Generating Portfolio"., 
leaving B/.30.O million as "Incbme Generating Portfolio". 

Assumption 2: Assumes situation indicated in Assumption I plus additional 
capital funding for B/.35.0 million, invested at 12% - 25 years. 

Assumption 3: Assumes situation indicated in Assumption 1 plus additional 
capital funding in,the form of a Bond Issue for B/.35.0 million 
at 8% redeemablvin 15 years. Inflow of B/.4.O million annually. 

Assumption 4: Assumes the siC-'tion indicated in Assumption I and that the Yen 
loan for B/.38.5'million will be capitalized, and therefore, no 
debt service obligation. Outflow available for investment at 
B/.3.0 million during the grace period (through 1985) and B/.' .7 
million during the amortization period. 

Assumption 5: Assumes the actual status and that the Yen loan for B/.38.5 
million will be capitalized, an therefore results in no debt 
service obligation. Outflow available for investment at B/.3.0 
million during the grace period (through 1985) and B/.lO.7 
million during the amortization period. 

__noIrpye CC1'11 deC 0L 



Banco Hipotecarlo Nacional ANNEX C Page 10
-

Estado de Flujo de Caja Proyectado
 

SUPUESTOS
 

Ref.
 

I Intereses a In 
tasa promedio de recuperacion de la cartera
 
hipotecaria
 

2 
 Intereses computados al 12% sobre nueva cartera generada

excepto la cartera con amortizacion progresiva
 

7 
 Cartera generada a recuperar (12%) por el metodo de
amortizacion progresiva. 
 Esto refleja solamente el flujo de
caja, ya que internamente 
se produce el asiento contable para
registrar la amortizacion negativa y consiguientemente la
capitalizaclon de intereses no pagados por el deudor al 12%

sobre saldos insoto's
 

20 Intereses sobre 
 if yasivo a corto y largo plazo del BHN.Igualmente se incdjiYen los intereses sabre los depsitos del

XIII res al 5% anual
 

21 Castos administrativos Incrementados a la 
tasa del 5% anual
 

23 
 Intereses vencidos a 12/31/1982 sobre el prestamo en Yens 
equivalente a 
38.5 millones 

25 
 Cuentas y gastoB por pagar en Diclembre 31, 1982
 

30 Recuperacion de In 
porcion de principal de la cartera del BHN
 
31 Recuperacion de la 
porcdon de principal de la cartera nueva 

33 
 Bonoas de Renovacbon Urbana (1983)' a ser adquirldos por el
Seguro Social. 
B/ 2.5 millones adquiridos en 1982
 

36 Proyeccbon de 1/3 del XIII mes 
siguiendo una 
tendencia de
 
incremento del 8% anual
 

38 
 Emision de Bonos con garantia hpotecaria por B/ 15 millones al
11% con pagos trmestrales de interese y amortizaciones
anuales. La amortizaclon de 
 stos Bonos podria sufrir un
camblo al llevarla al 8Z oaIn 
tasa de descuento de los valores
del Tesoro de Estados Unidos mas 8 puntos baslcosr,. a mas altade las dos. En el cato de In proyeccion scutilizo el 11%
 
39 Venta de Terrenos del BIN por B/ 
 26.5 millones incluycndo
 

ganaclas de capital
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Contrapartida de los prestamos para vivienda garantizados a 
razon del 22% 

41 Venta de Cartera Hipotecaria Zenerada al 11% por B/ 25 
millones. Caja de Ahorros adquiere B/ 5 nillones y el Seguro 
Social B/ 20 millones 

50 Amortizacion de principal de los pasivos del BHN 

51 Amortizacion de los bonos por B/15 millones 

60 Costo de los proyecros del MIVI 

61 Provision para inversiones del BHN en Asociaciones de Ahorro y, 

Prestamo, Cooperativas y otros 

62 iroyectos financiados con fondos de garantia al 100% de su costo 

70 Provision para co rosaudosos al 8% y considerando 1/3 de 
recuperacion cada gno, a partir del tercerano 



AGENCYCOOPERATIONDEVELOPMENTINTERNATIONAL. 
DEVELOPMENT 

UNITED STATES 

INTERNATIONALAGENCY FOR 
D C 'O'..'WA,.,INGTON 

LAC/DR-IEE-83-4 3 

ENVIMROlI'AL THRESHOLD DECISION 

: PanamaProject Location 

and Urban Planning: ShelterTitle and NumberProject 
525-0251
 

450,000 (G)$150,000 (L)

Funding : 


$75,000,000 (HG 011) 

: Five years
Life of Project 


: USAID/PanamaIEE Prepared by 


: Negative Determination
Recommended Threshold Decision 


: Concur with Recommendation 
Bureau Threshold Decision 

:Robin Gomez
 ,, to 

Director, USAID/Panam 

Doulas Chiriboga, pA/DR

Copy to 


: IEE File

Copy to 


James S. Hester 
Chief Environmental Officer
 

Bureau for Latin Americi 
and the Caribbean 



ANNEX D
 

Ini tial lnv i ronmental Examird Lion 

L. i.:piiat dory Note: 

'Tis proposeci project represents the second of three proposed tranches 

of a $75 million muti-year Housing Guaranty Program for Panaia negotiated as 

part of the Panana Canal Treaty Package in 1978-79. An IR1.' was prepared in 

the original Project Paper in 1979 for the entire $75 million program and a 

negative determination wL.s granted at that time. Since the activities 

proposed in this second 425 million tranche are a logical extension of those
 

of the first tranche, the IEE'will essentially update the original IE.
 

II. Backqround
 

A. Overview of the Shelter Program
 

'lle Shelter and Urban Planning Program, is designed to assist the 

GOP in improving the shelter conditions ot twailies earningj below the median 
income. lhe prillry gtrj)pIic Locus of tha program is to address the urban 

problems associated with rapid jx)pxlation growth in the greater Panama City 

metropolitan area. Sjx-ifical ly, the urban comlx)nent of. the shelter p~rojgram 

will direct its develoiient Aif)r(vements to tlree areas: I) Paauiku City proper 
where under a large scale urban renewal program already underway some 3000 

additional units will be cow;tLructed; 2) 'Ilbe revertLed drCa.; of tiae foLI[r 

Canal Zone whicl runs trom laaunu City to Colon; and 3) besig,|ated reception 

areas on the periphery ol the city (jx)ssibily soiiwe closer ini as well ) to 

provide an alteriative to the enviroiuiientally de4:;tructive lalld inv;ionls which 

are taking place. T1b a lesser extent the shelter nee'ds oL selected secondary 
cities and rural areas are recognized and tinaicial resources o tWe program 

are likewise devoted these areas, primarily through a home improveimmnt loan 

program. 

III. Identification and Aalysis of lktential .ii,vironmixK!Jtal Ibmacts. 

A. Critical Areas oL Rk)t.tLial D'/ivirolwnmit a1 Concern. 

TIie IfE lor tLh( overall $7t) million Ia [ti lphased I(; programma 
completed in 1979 evaluated the jutential iiilcts of- Uie prolx)sed shelter 
actions on tJfe exiiti l basel ine (:o1(1it ion; tihal would (e causedI by each 
sub-coXxxnent oL the projram. I1fae :;aie iw[th(xi of analysi; will be utilized 
herewitfi. 

1Ias. 1 011 e V the re tlO:fll l Lhil ptro t.m(2' n iuLht.J(,la ()I iilite li ljetw 

and a x i o ayI (:()l(1i f ion; - f0l( i area.; 

ol critical mlivi rum mitlnIL co:Icern hlave been l(letnltilt id:
sh(,L.t;,r .activa ti ; t llm(j VirolilnL ta I t m 
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1. Existing deficiencies in the Site Selection Criteria design 
process and general development practices of the Ministry of Housinj. 

2. Existing deficiencies in the enforcement of environmentally
 
sound planning in the reverted areas of the former Canal Zone..
 

3. Operation, maintenance and cleaning of wastewater collection,
 
treatment and disposal systems.
 

4. 	 Selection ad( preuparation of bene ICicieii;. 

B. 	 Examination of Critical i-nvirorixntal Concerns and Potential Iracts 
onthe 1'roject. 

.1. 	 Site Selecit.iui, IPLuCess DesigJn Stda.a~ds, ald Land Duvelopfellt 
Practices )tMlVI. 

MlVI has rot issjuxd a set of con)rehensive environtental 
regulations. MIVi, however, has miade a nuimer of significant iniprovements in 
terms of enviroiu vittal protection duriilj Whe ili hCijlitation of the 1ase I 
program which has alleviated tle type of t;erious einvironuiental itacts 
experiewedi durictj its huildiiij boom of tie 1970's. '1Ibe most significant 
iqrovennt has Ix-en tie introoluction of a iltui-disciplinary approach to 
design whidLi for the first tine assures the intejration of envirolmental 
issue,; at critical ;Lagj:s of. Ute (h'sign )r(x:ess. N-; a re;ult of in )rovemneits
in its jproqraiiirir111j , MLVI 11ow kise! its pQet(Iii onl iry)re careful s;ite 
pl1annit <n at Ihiii inc ')tIii (d I )roces; ;d Mhi 11- ( nl.i: i'h ral dy ei the ne<dli,+ redi 
[or co;t ly stru(:trlral I ms'.uiEi' ;. *(':;siVe Irad ity , refIores:,it ion and ' redq riyJ 
after Ole tact. I'lch !;it':; natural resourcet;, jhiysical tOlxx-jraphy, lind use 
IiiiiitiLiots an1d (iv'oi1i ju ('rriity jx)terti-i1 irv' now idtli I ied arnd 
Conls;idt[:(l aS;i. o'tj i i;t a laI ii t+ ) the designI j)rc(x:e. .W,. 1,:ctch "Auitej)[oyecto" 
(Project 1)estjiX IXgCtment) Iow conLains a separat,- section ut~lininj the 
anticipated (elnVi[olimci-itl iiiq),ict of the |)roix)se( con;truction activities. 

MIVI hwIs developedl with All) ttchlical a;isLtaixe a set of 
erosion and ;ed iii,itoation control principlhs, quidelins , ard !4)(.-ciLic 
plalUlinj and deigI iK.'-e. 'dI'i;tJhiE ;pc ix C Sit -! 1+:;r tLhe reception aredas 
sub-proxjraam have a1; yeL Ilot weslelted, thio;e evvntually cho:;en are l ike]y 
to ne4.d careiu LIlViroluiKintil arialys i; as iuih (A Ui terrain on( th. triliiery 
of Ui, 110.1 ) *in i:; lIi I'I It,11 0-1 t . 

Ik, t, .tl.tith evid'Eit ogresso: which NIVI 11a1:. Ie-,hjjz.11 it) it!; 
project dteveIojliiiiLt |)tx:et5; dt-lllltj t1e il ql +4iiv'l|t lll o. LIte lhias;( I (J(toqral, 

a con,; ihler,1l)]i+le 4)1 lt1lhll lo : ct, :I it10 b t. o 11)tll. ,II ;tI~i tAi ,I l (Ii im! (ou ljhLt Iit; 

e;I oiI+JlU~ita 1.1111, y/:, is;. 'l<:hiii:, I s;!il.t-Atl(:e will theri-foI vI I ml Eiiid- ,vaiilbli! 
to MIVI to aSSI:t it III tOjiji ,tJIiPj iLs cpthdi hUt,'s tt i ldertaket envit oir()utital 
aiia :l o 11 liia')'liltli i, Ule .e'ljtEcyltj prote.;i(o i y Iraimld -IIV I jiu vnmaIIt1i 

http:Ie-,hjjz.11
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staff is minial, For this reason, a condition precedent to the first 
disbursemnent of gunds is a requireiient that HIVL hire at least one ecologist
who will work on developing eand refining environmental guidelines for the 
agency and assist in the project design process. 

2.. Existing [Deficiencies in the Enforcement of Environmentally
Sound Planni!N in the Reverted Areas of the Former Canal Zone. 

Withi the iletoentation of the Canal Treaty beginning in 1979 an 
estimated 1474 hectares of la..which cprised the old Canal Zone will 
gradually passfrom United States to Panamanian sovereignty. The 
reintroduction of these lands into the Panamanian economy' and patrimony 
represent a unique opportunity for Panama to (a)expand the land mass 
available for growth and develoiment imnediatelly adjacent to the two 
principal cities of Oolon and Panmat (b)expand the economic activities of 
the country and add to the long term wealth of the country thirough judicious 
use and sale ot these lands, and (c)physically integrate the country as a 
whole. 

Of the total land areua, alnvst 90,000 heutares of land have 
already reverted to Panama. 7fle bulk of the remaining .800hcae r 
reserved for the functioning of the canal and for rni tary coordination. A 
general master plan for land use within the reverted areas was written by the 
old Panama Canal Authority, "General Land Use Plan in the Panama Canal Area 
and the Hydrographio Watershed", adopted by the GOP in 1979. Two of the 
primary objectives of the plan ares 1) the control and preservation of the 
watershed will establish the limits of urban growth in the Atlantic and 
Pacific sectors and 2) the plan should strive for a balance of land uses, 
including appreciation of the natural resources of the area and the capacity 
to generate income and pay attention to the necessity both to diversify and 
centralize to strengthen the national econmy. 

As of early 1983 planning for the revurted areas was vested in a 
special umusion, Lormurly locatod in the iniutry of Planning, but now 
utn kn UK 4Eii of Uws Vicu lntd'(Umt. lhu.cctxeu-si(x,% iinuL ruview and ap)ruvo 
any plans for reuse ut tUe luxi in the reverted dream. Lwever, other than 
Uie ijuwrad objeLiveu L rutoLitxi of the waterushed ujid WbAancing usua, Uiuru 
are no set criteria for protction ot the onvirunmnt. Hroover, although the 
camilosion is ccmntx of uxprLa in a variety of disciplines, and can call 
upjn tdinicitais within the WP for specialized assistanco environmental 
pl.nveuinj has not buen acourdod Um status it must aluitu in order that this 
invaluable natural resource be conserved as much as possible. 

M rw uoffctivu onviron ntal cotrol measures must be taken to 
oreserve as much as mmuible the natural attributes of the reverted lands. 

ixpecteda to b ione or the principal agencies involved in the 
planning for the reverted lands. o the extent that iscovod environmental 
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planning occurs in MIVI the efforts of the special commission that has been 
established should be benefited. Nonetheless, the cominision must take new 
positive steps to establish more concrete environmental guidelines and to 
upgrade the enforcement of sound environmental management. Some of the
 
technical assistance being planned in this current HG program will be utilized 
for 	this purpose.
 

To date there has been no housing construction in the reverted 

areas. However, tour diflerent sites have been identified in tile most 
recently developed plan as suitable for housing. The plan calls for MIVI to 
develop the land. So far no plans for private housing have been considered. 
Ilus, it will be up to MIVI to assure that a thorough environmental analysis
of each particular site chosen for developient is completed. Pechnical 
assistance will be made available and have as one ot its major objectives tle 
development of environmental guidelines. 'This assistance will make special
reference to the particular needs in the reverted areas. Moreover, the 
additioni ot all ecologist to MIVI's technical staft should help to assure that 
the 	environmental sensitivity of the reverted areas is respected. While the 
projects proposed in tils area are not expected to be large in size (a total 
of about 450 solutions) nor cause any significant adverse inpacts because of 
their distribution, the TA plus an ecological specialist should result in 
sound envirornental plannin~j and less soil erosion through iimroved site 
planning (e.g. less grading and irure respect for land forms) and improved land 
development practices (e.g. timing of construction). Th1iis should also affect 
water quality (e.q. less run oft: and sedimentation). 

3. 	 UIeration, Iaintenance and CleaninJ or Wastewater Collection, 
'l'reatiern-, and I)ispo;al Systems. 

lbllowing completion of MIVI built housing, responsibility for 
the operation and maintenance o basic coinunity inirastructure is carried out 
by tile Ministry of 1\blic Works (streets and storm drainage) and the Instituto 
de AcuwuductLs; y Alcantarillados Nacionales (Ii)AAN) (water supply and sewage 
collect.ion/disposal) . IX-spIte budgetary and equijm*uwnt constraints confronting
all O)P in:;titutions, thlee services are reasonably carried out with the 
exception of sanitary waste collection, treaUrent anld disposal. 

Ii order to deal with the froi)leAI Of wastewater collection and 
disposal, I)AAN las established within its admiinistrative organization a 
desiq ;rt.ed tslit., I ,l'jtoup to contduct inspection, mIonitorilyj and operation 
llniltI -thnet'l oil :santary facilities, arid also to it)nitorvices ,.all colmiuuiLty 
and re 'ord tiLhit qtIreral 1prforitiance. 

l)DNA's lir!;t :;tO I lp I111)h(l--Jint i0j ti ope+rational maintenalce 
it utV'em iiyt+'b initial oi 

sewaqe [LIlWl11.1ie, 1lut:1tjtl+ MIVI built houzsilJ projctts tiroughout Palwia's 

ta,':;wlIi L 1r':; n i iipc ;tI4ia all existing 

urbain centeils. Fit.sit priority will bc given to tWe inslection of Lacilities 

K'
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located within the metropolitan region of Panama City-Colon. The region's 
population concentration and large nurber of community sanitary facilities 
warrant priority action to be taken here to ensure public health and safety
 
interests.
 

'lhe second step will involve the analysis of existing conditions 
and problems derived from initial inspection reports, defining the requireu 
actions for their correction and implementing these actions on an orderly 
basis.
 

The third step will involve the periodic inspection of all 

sanitary facilities every 6 months to monitor and record their performance 
over an extended period of time. Specifically, the rate and depth of sludge 
and scum accumulation will be measured to determine the frequency that 
cleaning operations will be required. In addition, the relative quality of
 
treatment of alternative sewerage systems will be evaluated.
 

4. Selection and Preparation of Beneficiaries.
 

MlViV's sulcLtion procedures have btx:omiie• iuch more1C systelm tic In|1d 

thorough than had been the case before the Phase I HG program and whereas 
prior to 198U the seluction w(A: primiarily at random, now ail aLttLlpt is miade to 

1amilymatch an individual with a suitable housing solution. qhis is 
particularly true in the urban renewal program which represents tle bulk of 
the HG funding both in the first phase as well as in the proposed second 
phase. In the urban renewal program, first priority for the new units is 
granted to families who are living in sub-standard tenement housing in the
 
same neighborhood. In addition, the size distribution of units (i.e. those 
with altiflo and those without) as well as the cost distribution of units
 
(i.e. the nLiber of 14.85in2 units versus the nunber of 22.27mn2 units) have 
been worked out more or less to conform to the estimated needs of the target 
population as identified through detailed surveys of the families residirj in 
the tenenent structures. This imatching of unit sizes and types becomes less 
important in the piso-techo, basic house, and serviced lot solutions as the 
tamwily is expected to compLete the solution to met its own space requiremaents. 

A problem noted in the i' tor the Phase 1 program was that the 

general practice at AIV1 was to select beneficiaries from a waiting list 
without due consideration of reielying or closigj down dilapidated housing 
units which are being vacated. hils lack of action perpetuates the tenements 
as othfer fa ilies replace those moving to new units. Wile this still remains 
a problem. MIVI has Lejun to muve to demolish delapidated structures. In 
some case,.;, where dilapidation tiruatens the saLety of residents, temporary 
wooi,.n barracks structures are erected which can acconodate displaced families 
while their new unit., are being coipleted. In addition, MIVI has instituted 
wiere possible a hop-scotch program where apaurtntents in buildings whose 
conditions are not unsafe are made available to failies living in condemned 



the original family has relocated to an urban renewal unit or 
structures once 

MIVI's temporary relocation plans have, 
to another housing solution.. 

number of emergencyto meet a growing
unfortunately, suffered from the need 

cases resulting from a number of serious 
fires which have ravaged several 

The
 
hundred apartments in the urban renewal areas 

during 1982 and early 1983. 


program will however reactivate the temporary 
barracks program so
 

Phase Ii 
that families can remain in a community while 

new shelter is being built and
 
be deim)lished.unsound buildings can

unsafe and environmentally 

Prior to the initiation of the Phase I program, MIVI 
paid scant 

to live in their new housing units. In most 
familiesattention to preparing 

first time that a family had had the 
the MIVI units represented the cases, first time, consequently,

a fully serviced unit and the 
opportunity to live in 


that these families have had to deal with 
the responsibilities of
 

Potential adverse environmental and health 
problens can occur
 

homeownership. 

families are not fully cognizant of 

their responsibilities. During the 
if 

MIVI's Social Affairs Department has begun to discuss 
past two years, however, to better 
the implications of homeownership with selected beneficiaries 

thatMIVI nonetheless recognizes
them for their new responsibilities.prepare now addresses. It has

rather fundamental level it 
it needs to go beyond the 

proposed, therefore, as part of its 
technical assistance program a series 

of
 
to reducewhich should serve 

orientation courses on aspects of family living offrom misunderstandingsconsequences stemming
the possibility of any adverse 
family responsibilities.
 

!
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