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PARAGUAY ~ EDUCATIONAL DEVELOPMENT PROGRAM

SUMMARY AND RECOMMENDATIONS

1. BORROWER: The Govermnment of Paraguay, with responsibility for execution
of the Project vested in the Ministry of Education.

2. THE LOAN: Not to exceed $4.2 million. Repayment over a 40 year term
including a ten year grace period on amortization of principal. In-
terest on disbursed balance will be at the rate of 2% anmually during
the grace period and 3% annually thereafter.

3. TOTAL COST OF PROJECT: $6,000,000

Amount Percent
AID Grants $ 300,000 5%
AID Loan $ 4,200,000 67%
GOP Contribution $ 1,800,000 28%
Total $ 6,300,000 100%

Commitment of proposed AID grants is expected to be in FY 71, 72, and 73
and drawdown of the AID loan during the same years.

4. PURPOSE AND DESCRIPTION OF THE PROJECT

The project proposed for AID financing is a program of quilitative and
quantitative improvements for selected elements of the Paraguayan public
school system. At the primary level it will provide 120 zchools offer-
ing the full six year curriculum, as well as modifications in the pres-
ent curriculum and an adequate supply of basic teaching materials -
with the pgoal of substantially reducing the drop-out rate at the primary
level.

At the secondary level primary emphasis will be placed on construction
of two new Regional Education Centers and modifications of an existing
third school complex to raise it to the level of a Regional Education
Center. 'This will provide Paraguay with a total of 7 Regional Educa-
tion Centers, which will provide high quality education in the major
cities outside of Asuncion, and enable the Centers to play an educa-
tional leadership role with schools within their spheres of influence,
and a community development role in the seven cities involved. Reforms
at the secondary level will include initiation of full-time classes and
elective courses for students, as well as orientation and curriculum
changes which will put more emphasis on preparation for technical and
scientific careers,
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In addition a Superior Institute of Education and Normnl School

will be constructed which will permit restrictiny primary teacher
preparation to the Regional Iducation Centers and the proposed

Normal School in Asuncion, and secondary level teacher training

to the Superior Institute and Paraguay's two Universitien. This

will permit the conversion of unneeded normal schools into second-

ary schools, eliminate the surplus of normal school teachers now

being graduated, and make possible special courses for supervisors,
guidance officers, and science teachers as well as curriculum develop-
ment of the Superior Institute.

Finally, the loan will stimulate the re-organization 57 the Ministry
of Education, the establishment of a career promotion .nd pay plan
for teachers, the development and publication of textbooks and teach-
ing materials, and commitment by the GOP to the goal of increasing
the percentage of its budget devoted to education,

The loan is seen as the first stage in implementing the Ministry of
Education's sweeping education reform plan. The decision to recom-
mend a second loan will depend on the results of this proposed lHan.

PROJECT COSTS
Foreign Exchange L/g (expressed Total
GOP - 1,%80?2)00 1,800,000
AID Ioan 1,000,000 3,200,000 4,200,000
AID Grant 300,000 - 300,000
TOTAL 1,300,000 5,000,000 6,300,000
LOCAL CURRENCY FINANC1NG

About £3% of the loan will he for local cost financing. Because of
high level of prior commitments for counterpart for existing loans,
the GOP cannot assume a higher percentage of the local cosis. It is
anticipated that the GOP counterpart contribution will consist of
$900,000 from increases in the normal budget of the Ministry of Edu-
cation and $900,000 from GOP owned PL 480 proceeds.
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ALTERNATIVE SOURCES OF FINANCING

The BID and IBRD have indicated they are not interested in financing
this project. The BID made a loan of $1.5 million in 1965 for univer-
sity development and is studying a loan to the Ministry of Agriculture
for agricultural technical education, and the IBRD has initiated dis-
cussions with the Ministry of Education for vocational and technical
education loan at the secondary level. Both loans, if they materialize,
will be complementary, rather than competitive with the AID loan.

STATUTORY CRITERTA

All statutory criteria have been met.,

VIEWS OF THE COUNTRY TEAM

The Country Team strongly endorses this high priority project whicl is
responsive to the recommendations of the 1969 CIAP review that "Pa:aguay
intensify its efforts in the field of education" and the 1970 recommend-
ation that Paraguay give "required emphssis to educational improvement."
To date foreign lending for education totals less than 1.0} of the value
of loans mu.ie to Paraguay, and no loans have been made below the uni-
versity level,

ISSUES

Section IV discusses the following issues which were raised by the CAEC
and in subsequent loan development: 1) ‘The CIAP review, GOP fiscal and
and foreign trade performance, and availability of local currency; 2)
Technical Assistance and improving the mansgerisl capacity of the Min-
istry of Education; 3) Loan conditions and targets, loan management,
and educational innovations; 4) Availability of adequate financing; 5)
Coordination with other agencies; and 6) Evaluation of the Ministry's
school construction department.

RECOMENDATION

Authorization of a loan to the Government of Paraguay in an amount not
to exceed $4,200,000 subject to the Tollowing terms and conditions:

a) Repayment within 40 years from the date of first disbursement
including a grace period of 10 years;

b) Annual interest of 2% during the grace period and 3% thereafter;

c) Repayment of principal and interest in U.S. Dollars
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Other Terms and Conditions:

a) Prior to and as Conditions Precedent to the first disbursement
under the Loan, the Borrower shall in form and substance satisw
factory to AID:

1) Appoint a Project Administrator who will be an employee of
the Borrower with authority and recponsibility to supervise
and coordinate all aspects of the Project, throughout the
primary and secondary school system.

2) Contract for engineering services with an independent con-
sulting engineering firm or indiviaual to assist the Project
Administrator in the administration of the Project and to
approve final engineering plans and specifications, recon=-
mend construction contract awards, supervise construction,
and to certify AID disbursement requests.

3) Contract for the provision of long-term technical assist-
ance in the areas of educational administration and cur-
riculum planning, and such short-term technical assist~
ance in fields such as textbook production, audio-~visual
education, etc, as may be needed to begin loan implemen-
tation.

4) Obtain a firm commitment from the GOP to provide a total
of $1,800,000 during CY 1971, 1972, and 1973, and & schedule
to increase the percentage of the national budget devoted
to educationm.

b) The loan shall be subject to such other terms and conditions
as AID may deem advisable.

PROJECT COMMITTEE:

Deputy Director (Chairman) Donald Finberg, USAID/P
Capital Development Officer Michael Bander, USAID/P
Economist Edward Costello, USAID/P
Chief Education Advisor Frank Mann, USAID/P
Special Education Consultant Emil Krieder, HADC
Construction A&E Advisor William Mann, USAID,Chile

Drafted by:
Finberg/Bander/Costello/F.Mann/Krieder/w.Mann



-1- UNCIASSIFIED
ATID-DIC/P-914

SECTION I - BACKGROUND

A. Project Background and Place in AID Program

l. Primary and Secondary Education in Paraguay

a. Primary Education

Primary education is frce in the public schools and
theoretically oblipatory for children between 7 and 14 in urban areas
and between 9 and 1b in rural areas. Supervision and control of these
schnols is the responsibility of a corps of supervisors of the Ministry
of Education who are either experienced secondary school teachers with
administrative experience or certified primary school teachers with
supervisory experience. Each supervisor is responsible for a large
number of schools. There are approximateiy 30 inspectrrs for 2,809
schools. Of this number of schools, 502 are classified as urban. In
1968, there were 12,722 primry teaching positions on the Ministry's
rolls (some of which are assigned to private schools) for L06,3u2
students; 49,863 were attending private schools. The primary school
curriculum covers a six yeaf cycle, but as indicated below, it is
not available to all students, due to lack of classrooms anc tecachers.

b. Secondary Education

Most public institutions on the secondary level charge
a fee amounting to something less than the equivalent of $10 for
enrollment and examination fees. The age group at this level ranges
from fourteen to nineteen. The secondary curricula are divided into
two three year cycles of three years cach. The basic cycle inzluding
grades Tto 9 iscommon to all, with the second cycle divided among
three "majors", normal schuol (primary school teaching), commercial
and "bachillerato" (university preparatory). There are 456 secondary
schools in Paraguay. Of this number, 141 are public schools. LL
are rormal schools, 28 commercial and 277 offer the "ciclo basico"
Onlyc

The capital city of Asunclon has only two public
secondary schools, cne for boys and the other for girls. Roughly T0%
of the students enrolled are in the ciclo basico. 51% of the 47,326
secondary school students were attending prlvate schools ln 1968,

UNCIASSIFIED
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Ce Technical-Industrial Education

Therc is one public institution offering Technical-
Industrial training, which operates evenings only. Without labora-
tories or shops, all instruction is given by mcans of lectures.
The six-year curriculum includes a three-year basic cycle and special-
izations in electricity, mechanics, construction and industrial chemig-
try. Most of the students hold full-time Jjobs during the day.

d. Technical-Vocational Education

Technical-vocatioml education is offered by one public
school in Asuncion and small private schools in Asuncion and the
centers of population in the interior. The three year program of the
public Technical Vocational School offers diplomas in automechanics,
cabinet work, radio, leathercrafts, refrigeration, ironwork, plumbing,
electricity, general mechanics and graphic arts. The aim of this
school is to train skilled workers rather than prepare middle-level
techniclans, and it does not offer a high school diplomza.

e. Apgricultural Education

ive Regional Agricultural Education Schools in the
interior, under the control of the Ministry of Agriculture, have been
operating with a two year program to produce skilled and semi-skilled
farm workers, rather than agricultural technicians. Recognizing that
these schools, which nave required no more than third or fourth grade
education for admission,hnve not been successful, the Ministry of
Agriculture has applied for a loan from the Interamerican Development
Bank to revitalize them.

The Escuela Carlos Pfannl, near Coronel Oviedo is the
only school completely devoted to a high school program leading to
an agricultural diplomi. It is operated by the Salesian Fathers,
and though it lacks equipment and teaching materials to provide a
well-rounded basic education in apgriculture, it is improving in
quality. The school will graduate its first group of students this
Year. There 18 o good possibility of an IDB loen and substantial
assistance from the German Government. In addition, $40,000 of
PL 480 funds is earmarked for construction and equipnment in 1970.

Three of the existingz Regional Education Centers
offer Vocational Agriculture Education developed with USAID support,
and as the program matures there will be graduates with a high
school diploma in agriculture {rom this source also.

UNCLASSIFIED
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f. Teacher Education

The principal sources of training for primary school
teachers are the 2 public and private normal schools. As indicated
earlier, the three-year normal school program follows the common
basic cycle.

Secondary school teucher training is restricted to
five institutions; the Faculty of Philosophy and the Institute of
Sciences of the National University, the Faculty of Philosophy and
Education of the Catholic University, the private "Escuela Normal
Maria Auxiliadora" in Asuncion and the Superior Institute of Education
under the Ministry of Education.

g+ Regional Education Centers

In 1963, the San Iorenzo Normal School was converted
into the first Regional Ewuacation Center; thereby, the USAID helped
establish a pattern which was later followed by construction of three
additional centers. In 1964 the Regional Center in Encarnacion was
completed and in 1957 the centers in Villarrica and Concepcion were
completed.

The latter three centers were constructed at an average
cost of $300,000 (excluding furniture, library books and equipment)
and all four had a combined enrollment in 1969 of 7,075 students in
grades K-12. The second cycle of the sccondary school presently
offers the three "tracks" of university-preparatory, commcrclal and
primary school teaching. Also, the USAID Vocational Agriculture
Project has been implemcnted in these centers, with the result that
a high-school diploma in Agriculture is being offered. As yet there
have heen no graduates from this program since it is too new.

While there are deficiencies, it is generally conceded
thnt these Regional Education Centers offer the best public education
in the rural areans of Parapguay below the university level. They are
staffed by full-time teachers and administrators, hive good labora-
tories and in general have the necessary basic equipment and teaching
materials. One of the key eoncepts of this prouposed loen is the
improvement of the entire public education system in the rural areas
through the existing Regional Centers and three others, two of which
will be new and a third to ve created by additions to an existing
complex of buildings. Thus, at the completion of the proposed loan
activity, Paraguay would have a totol of seven Regional Educuation
Centers. One of the mecans through which it is proposed to make the
schools more recponsive to local needs ig decentralizing the systum

UNCLASGIFIED
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by delegating more authority and responsibility to the Regional Centers,
which would not only serve as "models", but also as administrative units,
teacher training and superyisory centers directly related to the schools
in the surrounding arcas. Thus seven regions of the country would be
serveds The network of seven Regional Centers (four existing and three
proposed) will directly reach 10,700 enrolled students and indirectly
affect 145,000 primary and secondary students within their zones of
influence « or about one~third of the primary and secondary ctudents

of Paraguay.

h. Basic Defects of Present System

(1) Irrelevance and Inadequacy of the System and
Future Needs of the Nation :

- Educational opportunities available to rural
children are far fewer than for urban children. Only 20% of the
rural primary schools offer all six grades, and public secondary
school opportunities are even more scarce. (See Annex II-H).

= The atirition rate at the primary level is
very high, with less than 184 of those entering first grade completing
the sixth. 1In the first three grades there are a great many repeaters.
(See Annex II-I).

- The secondary curriculum emphasizes pre-uni-
versity preparation, with its proliferation of courses in the humani“ies
a5 opposed to technology. For all practical. purposes, with the ex-
ception of one technical vocational school in the capital, there are
no intermediate technical schools.

- Effective angricultural schools at the secondary
level are lacking.

= The primary and secondary curricula are oute-
dated and in the rural areas they do not relate to regional differences.

- Rote learning for the sake of passing exami-
nations is still the general rule.

- An overabundance of poorly prepared graduates
is being produced in the primary school teaching and commercinl flelds.

(2) Budgeting and Planning

-~ As a percentage of the nationnl budget, the GOP
education budget, while increasing (from 12.5% in 1969 to 13.3% in 1970)
is one of the lowest in Iatin America. (See Annex II-G-1).

UNCLASSIFIED
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- Budgetary size, preparation and execution are
inadequate. As a result, a very large percentage of funds is expended
in operating costs, with too little remxining for capital items, such
as facilities, equipment and materials. (See Annex II-G-2).

- Planning does not usually include budgetary
provision for support of new projects.

(3) Administration

-~ The system 1s highly centralized, with most
policy decisions made by the Minister. The result is a lack of
responsiveness to local necds.

- Within the Ministry there is a duplication of
functions and a lack of coordination betwren and among the various
departments. There is no carcer personnel system. There is very
little in-service training for teachers nnd other personnel and no
merit pay system.

(4) Teachinp, Educational Materials and Facilities

- In general, although the situation is improving,
teachers are poorly prepared. In 1968, 52.6% of the primary school
positions in the rural areas were filled by people who had little or
no formal teaching qualifications. 52% of the secondary school
teachers (theorctically university gradustes) have no more than a
secondary school education.

- In most public schools, particularly in the
rural areas, there are virutally no educational materials. Many
primary schools received their first textbooks in 1968, and most
of the books on the secondary izvel are outdated.

- lany rura). primary schools provide up to
second or third grade education only. Public secnndary schools are over-
crowded, particularly in grades T to 9, providing only 3% of the total
classroom space for 4G% of the secondary school population.

i. Recent Studles of the System and Changes in Leadership

In 1965, ESCO published a "Report on the Educational
Situation in Parzguay”" which was a pioncering ottempt to collect data
on the entire educational system. In 1966, an unpublished report to
the Ford Foundation on education in Paraguay was writicn by Daniel J.
Socolow. In early 1967, an AID/Washington Education Planning

UNCLASSIFJED
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Assistance Team was sent to Paraguay to study the situation and
recommend action for improvement. This led the Minlstry of Education
to develop a l1list of items for which outsidc sssistance wns requested,
which was submitted to USAID in March of the same yecar. 7The USAID
Program Memorandum subtmitted in 1968 included an education sector
analysis, which was brought up to date in 1969.

Wwith the eppointment of the present Minister and
Sub-Secretary (now Director General) in mid-1%8, the Ministry began
to demonstrate serious concern about 1ts major problems. In November,
1658, a tcam was appolinted hy the liinlster to prepare a diagnosis of
the system and develop a twelve year national education plan. The
results of these efforts were published in two volumes, "Diagnostico
del Sistema Educativo" and "Plan de Desarrollo Educativo, 1969-1980."
These unprecedented initiatlves on the part of the Ministry of Education
led to further refinements and initial lwmplcmentation of the Plan,
discussions with IBRD, the rececipt of an increased level of technical
assistance from UNMSCO, and finally a request to USAID for the present
loan. Relations between the Ministry and the USAID asince the present
Minister has heen in office have been excellent, with full cooperation
on the part of the Ministry personnel, and frequent and frank discussion
between key Ministry and USAID officinls in the development of this
loan.

2. 'The AID =ducation Program in fararuny below the University Level

Since 1945, AID and its predecessor agencies have conducted
bilateral assistance programs in elementary and cecondary education,
first throuh the Scrvieio arranpement nnd luter throurh USAID. From
17462 through 197, an Allinnce for Progrecs Rural Education Develop-
ment Projcet was implemented. Three Regloral Education Centers were
constructed and equipped and clascrooms were added to a normal school
to cunvert it to a Reglonal Center. 2,39 teachers recelved in-
country in-service training, 3% teachers, supervisors and adminls-
trubocs were sent abrond for tralning (Lhe majority Lo the U.5.),
7,500 units of furniture for the new Regional Cenlers were consiructed,
a Curriculum Center was cstablished (which produced h97,050 text-
books), ten elementary schools were constructea, and 19 were repalired.
The total value of U.S. grant nld to Elementary and Secondary Edu-
cation development has been $5.4 million, aund the totul of all
assistance to education $9.8 million.

At present a successful USAID project in Vocational Agri-

culture Education, lmplemented from FY 19695 through FY 1970, is being
terminated with the deparsure of the direct-nire technician. Other

UNCLASIIFIED
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aclive projects with the Ministry of Educatiou are a Textbook
Cooperative Sales Program (for teachers), a study of the causes
of school desertion, repetition and overape, a school feeding
program including 125,000 children and a PL 480 project to help
improve the Carlos Pfannl Apricultural School. In addition, AID
currently has a contract with the Hispanic American Development
Corporation to provide educationnl planning assistance to the
Ministry.

3. Other Azsistince to nlementary and Secondary Education
in Parapuny

The Orpanization of American Sintes has a program largely
limited to equipment and supplics for the production of didactic
miterials and training abrond. In the past year, approximately
$30,000 worth of printiug material and supplics as well as training
abroad in didactic materinl production have been provided. A
current project provides 515,000 worth of cquipment and supplies
for an adulb literacy training program in addition to training abroad
for four teachers, and another project provides $31,000 to produce
raterials for science teaching. Two techniciang could be made
available, but the Ministry to dute has not decided on the fields
of specialization.

UiiisC) provides technleal nssistance to the Ministry in
hdult Literacy Lralnln/ with the services of one expert. An expert
in Science Teachling, assipgned to the Institute of Scienecs ot the
fationn) University assists the Duperior Tnstitute of Education also.
Laree experts will be arriving shortly to work in Supervision and
Teacher Training, Currlculum Development and Educational Research
nnd Evaluition. Two additioral experts in Science Teachlng who will
nis0 work with the Superior Institute are e4pected to begin work in
the next few months. This progrom also currenbly provides three
fellewships abreoad in Bducational Kescarch, Curricalum Development
nil gduentional Planning. A seall amount of commnditles is provided.

Another UNESCO program in Privary siucition, coordinated
with UNICEE asnsistonce, is busically an in-service trnining program
for teachers wnd supervisors, particularly in Lhe newly colonized
arcas of Paraguay. UNICEEF provides a basiec set of' didactic waterials,
vehicles and hand tools for shops gradually belng installed in the
larger rural elementary schools. Fifty percent of the funds in this

UNCIASSTFIED


http:Currj.ckl.um
http:Developme.nt
http:Areric.in

-8- UNCLASSIFIED

project are allocated tc in-service training. This UNESCO-UNICEF
program is scheduled to receive $200,000 for additional in-service
training, educntionnl specialists and equipment for the two year
period through the end of FY'7l. The Ministry has requested that
UNICEF designate didactic materials under this program for the
primary schools to be constructed under this AID loan.

The U.ESCO technical assistance has been coordinated
between UNESCO and the USAID, with darticular reference to the
construction of the Superior Institute and the Regional Education
Centers,

Discussion between the Ministry and the World Bank and.
USAID have centered on the World Bank's interest in secondary
technical and vocational education. The Bank is aware of the
parometers of this propused loan project and its proposed loan,
which is still in the initial stages of development, will complement
rather than duplicate the USAID loan project.

The Pcace Corps at present has one volunteer assigned to
each of two Pugional Education Centers, working with teachers in
specific subject matter areas. The Peace Corps is being requested
to provide a group of approximately 15 volunteers to provide
technical assistance under this lc~n project. (See annex IV-C).



-9- UNCLASSIFIED

B. Place of Project in Country Program

Education has always had a high priority in AID and predecessor
agency programs - generally ranking next to agriculture in overall
priority. During the period 1942-1970 education has received more
grant assistance ($9.8 million) than any other sector, but education
has received no loan assistance from the U.S. Government.

The basic reasons for the lack of prior loan assistance can be
traced primarily to the poor working relationships which existed between
the Ministry of Education and the USAID during the period 1962 to 1968.
With the change of Ministers in August 1968, relationships between the
Ministry and the USAID immediately began to improve and, perhaps more
important, the Minister organized his own staff to identify and propose
solutions for Paraguay's educational problems. The Diagnostico and Plan
represent the first comprehensive analysis by the Paraguayans, and pro-
vided the basis for the development of this loan project.

Thus, the FY 1970 Program Memorandum (written in August 1968)
proposed a loan in FY 1970 to the Ministry of Hducation for "curriculum
development and general improvement of educational activities of the
four existing regional centers and the creation of three or four more.
These centers will be used as the basis for upgrading schools in sur-
rounding areas. They can also serve as catalysts for community in-
volvement in activities fostering social reforms and political democrat-
ization. The IERD may cooperate in the loan funding."

Development of this proposed loan continued along these lines,
becoming more comprehensive as the Ministry's desire to effect basic
reforms across a broad front became increasingly apparent. The FY 1971
Country Fi.cld Submission (submitted in July 1969) described the self-
help steps being taken by the Ministry of Education and proposed a loan
which would place major emphasis on existing and new reginnal centers.
Tn addition 'the major problems recognized by the Ministry of Education
will be addressed, such as extremely high drop-. it and repetition rates,
the lack of relevance of formal education to Faraguayan development needs,
the need for in-service teacher education, supervision of the feeder
schools, and others."

UNCLASS JFIED
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The FY 1972 CASP included as one of its six major objectives
"Tmprovement in primary and secondary education designed to provide
a curriculum more adapted to Paraguayan development needs, and more
effective and less costly education administration," and identified
this proposed education loan as the principal tool to achieve that
objective.

Finally, this proposed loan is in direct support of CIAP re-
commendations for Paraguay. In 1968 CIAP recommended that the GOP
devote priority attention to the high drop-out rates among primary
students, shortapge of secondary schools, educational reform, regional
educational centers, industrial and vocational education, and increased
financial resources to the Ministry of Education. In 1969 CIAP in-
creased its emphasis on the cducation sector recommending that the
GOP consider future revision of its public investment priorities to
give more emphasis to projects in the productive sectors and education.

Thus, the proposed loan is in direct support of high priority
objectives of CIAP, the CASP, and AID for Paraguay, and will make a
major contribution to correcting key educational weaknesses.

C. Preliminary Analysis of Bducational Reform in Paraguay

The project has been developed as the result of a period of
extensive self-study by the Ministry of Education. In November 1968,
shortly after his appointment to office, the new Minister appointed
a technical team to evaluate Paraguayan education and to prepare a
plan for educational development. The report of this team was published
in two volumes completed in 1969; Volume I, Diagnosis of the Fducational
System and Volume II, Plan for Kducational Development 1969-1930. These
documents were summarized in TOAID A-312 of October 13, 1969. The
Diagnosis frankly admits that Paraguayan education has been inefficient
and poorly adapted to the present and anticipated future needs of the
nation. The Plan outlines both qualitative and quantitative programs
for overcoming the shortcomings identified in the Diapnosis. (These
shortecomings are identified in the IRR for this loan ). vhile the Plan
hns weaknecses (inadequate budget analysis, tendency for mechanical
projections, and perhaps is over-ambitious), it is a serious and mean-
ingful document. Considering the inadequacies of the statistical ma-
terial available to the technical team, the previous lack of meaningful
educational planning in Paraguay, and the relative inexperience of the
team in educational planning it is a high quality report. The frank
and realistic appraisal of Paraguayan education by this team created an
atmosphere and a base for subsequent progress.

UNCLASSIFIED
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Since the publication of the plan, the MOE has been quite
active in pursuing several reforms:

(1) Director General of Education

The position of Director General of Education was created
replacing the former position of Sub-Secretary of Education.
This is the number two position in the Ministry. The title
change was made to emphasize that:

(a) The position will be used to coordinate all activities
of the Ministry and

(b) It is a position to be filled according to criteria
of professional and technical capability, rather than
viewed as a political position.

The Director General was selected according to these criteria.
He is a professional educator with substantial experience in
both education and government (see Annex II-C for biographical
information on the Minister and Director General of Education. )
His scientific orientation (as a chemist) has provided both an
analytical orientation within the Ministry and a high level
spokesman for a less traditional, more modern curriculum. In
this he has received full support of the Minister. The
Director General recently returned from a USIA Leader Grant

to the United States and is highly enthusiastic about intro-
ducing educational innovations in Paraguay.

(2) On January 10, 1970 the Minister issued a resolution entitled
"Operating Program of the Central Coordinating Commission".
Under this resolution he created the basis for embarking upon
educational reform. The two key commissions formed were a
Central Coordinating Committee to integrate the activities
of ten working committees (a list of the committecs appears
as Annex II-D) and an International Asency Coordinating Com-
mittee to work with AID, IBRD, IDB, UNESCO and other inter-
national organizations. The latter committee has held very
frequent meetings with the USAID's Deputy Director, the Edu-
cation Advisor and the Hispanic American Development Corpora-
tion consultant since early February concerning plans and con-
ditions of the current loan proposal. The Central Coordinating
Committee has also been active. Reforms adopted as of early
May 1970 are sperified below.
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Ministry Operating Procedures

The Ministry recognizes that there is a need for adopting
more modern accounting, budgetary and personnel practices.

As a first step in this direction, the Ministry hes in-

vited Mr. Isidoro Jaliff, a USAID contractor with the firm
Horwath and Horwath (New York) to advise it on its admin-
istrative, accounting and budgeting practices. Mr. Jaliff,
who has been working in these areas with other GOP Ministries
for 3% years, has already completed considerable research
and cwrrently is preparing an operations manuai. for the Ministry.
This manual should be completed and implementation begun in
June. He also has conducted a 26 hour course for 37 Ministry
employees covering the basic elements of public accounting,
internal auditing and administrative procedures.

The single most important result of Mr, Jaliff's work will
be the establishment of a Central Budgeting and Accounting
Office within the Ministry. The establishmen’. of an account-
ing system will result, also, in improvements in the Statist-
ical Division. iere, improvements in statistics for account-
ing purposes will be integrated with some basic improvements
in the collection and analysis of <tatistics for use by the
Planning department. Given the current situation, emphasis
will be on basic and standard procedures. Sophisticated pro-
cedures and techniques must await development of a basic
competence in tRecse areas.

The development of a budgeting and accounting office and the
development of an improved personnel policy for teachers will
be accomplished unde» this loan.

Bachillerato ! :form - Regional Centers

The Ministry has adopted a new curriculum for the 10th, 11th
a1 12th grades in the regional centers, designed to emphasize
meational and scientific alternatives, At the present time
uiere are three alternatives at this level: humanities (55%
of enrollment), normal school (28%) and commerce (17%). The
firet two programs are "traditional" and "classical™ in their
o:.entation. Commerce courses tend to be taught at night and
arc of generally low quality.
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Under the new program all students will enroll in a

common core of courses encompassing languages, social
studies, science, art and physical education. The

students will then "major" in one of the following elective
areas: humanities, agriculture, poly-technical (shop), com-
merce, home economics, or science. For the first time
students will be able to choose agriculture poly-technical,
home economics, and science specialties. The program will
be further strengthened by moving fram a half-day to a full-
time schedule. Normal school will no longer be an option

at the high school level (see 5 below).

This program is being adopted initially for the four existing
and 3 proposed regional centers. It is eventually to be adopted
country-wide, but at the present budget considerations preclude
such coverage.

(5) Teacher Training Reform

(a) Primary

At the present time primary teachers are trained in the
normal schools which operate at the second cycle level of the secondary
program (grades 10,11, 12). There are 42 schools offering this program
with quality generally running from poor to bad. (The normal schools in
the regional centers and in Asuncion approach adequacy, considering that
they are only high schools), More than 4000 students are enrolled in the
program with approximately 1250 graduating each year. According to the
Plan only about 500 graduates will be nceded each year through 1975 and
800 will be needed by 1979. In addition there exists a large excess~
supply of norual school graduates who are currently unemplcyed (perhaps
as many as 3000 with perhaps one-third of this rmumber actually available
in the sense they are currently seeking or would accept primary school
teaching positions). The reform, then, has the twin objectives of up-
grading the quality of primary school teachers and reducing the mumber
trained to meet actual demand.

To accomplish this, the Ministry has decided to close all
public normal schools except those in the regional centers., These fa-
cilities will be used, in the main, as secondary education facilities
thereby helping to relieve the shortage of secondary school classrooms.
Those normal schools remaining will be changed from a threc year secondary
level program to a 2 year post-secondary program. In addition, this loan
will provide for the expansion and upgrading of a Superior Institute of
Fducation which will share facilities with an 8th post-secondary normal
school. This school, described below, is to be a substantial force
toward quality improvement in Paraguayan teacher training.
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Although the Ministry can close only the excess public
normal schools, it feels that nearly all the 17 private normal schools
will be forced to convert to regular secondary schools, since the Min-
istry plans to hire only primary teachers meeting the new requirements.
Thus, the Ministry will effectively control the job market for graduates
of any secondary level normal school.

The reform is to begin with the 1971 school year which
starts in March of that year. The 10th grade normal class will be
closed out in the old schools at that time. In March, 1972 the new
post-high school program will enroll its first students. By timing
the changes this way, the Ministry will be able to shift from a 3 year
to a 2 year program without increasing the excess supply of teachers
during the transition. The last graduating class under the old program
will be 1972 and the first graduating class under the smaller new pro-
gram will be 1973.

The introduction of the home economics alternative at the
secondary level also is expected to reduce substantially the over-supply
of teachers, as 88% of the normal school enrollment is female.

The Ministry realizes the need for a curriculum overhaul
with the new program. A committee is currently working on this problem,
but final decisions will not be made for some months. At present, the
committee is working with Hispanic American's curriculum development
specialist to lay the groundwork for this reform. Final decisions and
plans for implementation will be made during 1971 with the assistance
of & USAID technical assistant under the loan., It already appears
clear that the Ministry wishes to place greater emphasis in teacher
educrtion to develop competence in the fields of health, agriculture
and community development.

As in other countries of Latin America, it is very dif-
ficult to interest teachers in serving in the remote rural areas. The
Minictry is now considering two alternative solutions to this problem.
The first, and preferable, is to offer scholarships to promising students
from these communities to obtain normal school degrees on condition that
they return to teach primary schools in their communities. The second
alternative is simply to require that all entrants into public
normal schools agree to serve a minimum of two years in rural
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communities. Since the number of people wishing to enter normal
schools will far exceed the spaces available, it should be possible
to impose this condition and still have an adequate supply of well-
qualified normal school students.

(b) Secondary

Secondary teachers are generally trained in the uni-
versities. The Ministry h3s no direct control over the universities,
although it provides the primary job market for graduates from the
Philosophy and Education faculties. Nonetheless, certain steps are
planned which will improve teacher quality at this level.

The secondary progrem is divided into two levels:
the basic cycle (grades 7, 8, 9) and the second cycle (10, 11, 12).
One attempt to improve teaching at the basic cycle level will be the
establishment of a three year course at the new Superior Institute
of ®aucotion in certain technical areas such as science and mathe-
matics. The teachers produced will be given preference in hiring
by the Ministry.

The Ministry also plans to hire more secondary teachers
on a full-time basis than in the past. Budget considerations, given
other reforms adopted, will not permit rapid movement toward a full=-
time secondary staff. As a minimum, however, the Ministry will con-
tinue 1its policy of hiring a majority of teachers on a full-time
basis for its U existing regional centers and the 3 new regional
centers (and, of course, in the Superior Institute of Education).

It is felt that full-time teachers perform at a much higher level
than part-time teachers. This is because the Ministry has fewer
positions to fill anc can choose the better applicants, and because
the teachers do not have conflicting professional demands on their
time.

(¢) In-Service Training

The Instituto Superior and the Regional Education
Centers will offer a large number of courses to in-service teachers.
Some of these courses will be suprorted by becas (UNESCO) and will
run for the full school year. Otlicrs will be only during vacation
periods and, hence, supported only by lree (or nominal) tuition
and by new personnel policy which rewards in-service training through
subsequent salary adjustments.

The regional centers have not done much to date in
improving the quality of ‘.eaching in their zones of influence, mostly
because of inadequate funds to expand their activities. However, in
this past year some department-wide conferences have been held, both
during the school year and during the summer vacation. Efforts will
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be made to increase this program - in some centers utilizing
Peace Corps volunteers which the Ministry has indicated it
wishes to place in such coordinator positions.

(6) Primary School Reforms

The Ministry wishes to establish a primary school program
in colonization areas which emphasizes agriculture, health, home
economics and community development. This will be accomplished by
adopting a new curriculum based on the following:

a. Social education and "initial activities"
b. language

Ce Science

d. Math

e, Health and physical education

fe Agriculture

g+ Home economics

h. Manual arts and shops

Although the Ministry has committed itsclf to a substantial
curriculum revision along these lines, the exact nature of the reform
will be worked out with the assistance of a Hispanic American consultant.

The reform will involve the construction of 120 primary
schools in rural areas and the zone of influence of Regional Education
Centers with rudimentary shop, home economics and agriculture facili-
ties. One school in each small region will be designated as the
head school with other schools in the area becoming satellite schools,
using some of the equipment of the head school on a ratating basis.

The program will be initiated in the colonization areas and
will include the 10 schools where UNESCO has already constructed
bacic shops. The exact location of the schools is yet to be dclermined
and will be jointly agreed upon by the Ministry and the USAILD.
Mr. William Mann, school construction specialist from USAID/Chile
has completed two TDY assignments to Paraguay working with Paraguayan
school architects. He is satisfied that the Ministry has the capa-
bility of designing and supervising the construction of adequate
buildings made primarily from local iaterials.
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SECTION IT - PROJECT DESCRIPTION AND EVALUATION

A. Description of Project

1. Regional Centers

Three regional centers will be constructed. Two of these
(Puerto Presidente Stroessner and Pedro Juan Caballero) will be
completely new educational centers with facilities similar to existing
regional centers (See Annex II-L). The third center (Pilar) will
involve only minor construction and equipment projects as the basic
facilities of a regional center already exist. The goal in this case
is to construct the facilities and provide the equipment that will
enable the complex to serve as a regional center.

The Regional Centers are generally considered to be the best
schools in the interior of the country today (public or private).
Under this loan the number of such centers will be expanded so that
most of the larger interior towns will have such facilities. With
the curriculum reform, the change in normal school education, and
the expanded program of contact with other schools within their zones
of influence (through Ministry action aided by Peace Corps technical
assistance), the Regional Centers will have a still greater impact
on interior and rural education. Successful reforms in regional
centers can pave the way for a more efficient and relevant education
in the entire country.

Puerto Presidente Stroessner

(a) Location and Need for Facilities

The most rapidly growing department in Paraguay since
the last Census (1962) has been Alto Parana. Estimates for 1968
show that the population in this department almost doubled from 1962-
1968, growing four times as fast as the total population in the
country. Further, this growth was concentrated in the Hernandarias
district which includes Puerto Presidente Stroessner. More than
90% of the Alto Parana population lives in this district.

It is anticipated that the population will continue
to grow at a rapid rate. The bridge across the Parana River at
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Puerto Presidente Stroessner mak2s this area the primary entry
location for traffic to and from Brazil. The importance of the
bridge is increased, of course, by the paved road between Asuncion
and the free port of Paranagua.

A second reason for expected population growth also
is related to the highway. The existence of this highway has opened
this fertile rcgion to greater agricultural development. While the
process is already well unger way, it is probably not yet completed.
This is especially true for supportive services and small industries
in the towns of the area.

In the longer run this will be an important region in
Paraguay. Full realization of this potential, however, is probably
some years away and will depend heavily upon the provision of more
roads and overhead services. Adequate school facilities are obviously
among these services.

While the number of primary schools has doubled in
this same 1962-68 perioc, the primary enrollment has more than triplea.
The student/teacher ratio rose over the period from 30 to 36, the
highest department average in Paraguay at the present time. Of 50
primary schools, only 1l offered all 6 grades and one third offered
only the first grade or first and second grades. While 3,608 students
were enrolled in the first grade, only 529 were enrolled in grade 6

(1969).

There has been a very rapid growth in primary enroll=-
ment. From 1968 to 1969, for example, total primary enrollment in
the Department of Alto Parana rose from 8,004 to 10,255 or 28%. Of
course, this will have a substantial impact upon secondary enroll-
ment in the near future, especicily when free public secondary edu=-
cation is made available through the Regional Center.

The enrollment in secondary schools has been substantially
below the national average. While this particular department contains
about 2% of the population it enrolled only 1% of the 7th, 8th, and 9th
grade students and only 3/10 of 1% of the 10th, 1lth and 12th grade
secondary students in 1968, all of them in the humanities progrem.

In 1969 there were 391 students in grades 7-9 and 72 students in grades
10-12, including 17 in the commercial programe. The Ministry of Edu-
cation indicates that there are six secondary schools in the "possible
zone of influence" of Puerto Presidente Stroessner with only 16 rooms.
It should be noted, however, that all six schools are private and
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that only one has any rooms of its own (2 rooms) - the rest use
inadequate rented facilities. Thus, the Regional Center will be
built in a populated area which is very deficient in educational
facilities, particularly at the secondary level.

Clearly, given the rapid population growth, the
present state of educational facilities, and the future prospects
for the district, construction of a Regional Center at this time
is a wise investment.

(b) cCapacity of Center

Demand for primary education in the area will far
exceed that planned for the Center. This will be taken care of by
building other primary schools in thearea. The Centers, while
continuing to offer a full spectrum of educational services from
pre-school through the second year of the new normal program, are
not intended to serve predominantly as primary centers. Further,
primary children should live as close to the schools they attend
as 1s eccnomically feasible.

Enrollment in the basic cycle, grades 7-9, should
reach capac1ty casily during 1972, the first year of operation.
The enrollment for the second cycle is more d fficult to calculate,
given the fact that a new program is being introduced and that there
is no experience with pubiic education at this level in the area.
The capacity is being designed for 250 students realizing that this
ray cause some excess capacity in the first one or two years. A
secondary school smaller than this should not be built in this area,
however, as it would be uncconomical in size and would necessitate
the building of a second sccondary school of uneconomical size
within the very near future.

The normal school enrollment will be held at the
indicated size bvased on the projected need for primary teachers.

Enrollment Capacity

Puerto Presidente Stroessner Regional Center

Pre-School Lo
Primary 480
Basic level ' 480
Second Ievel 250
Normal School 5

1325

UNCIASSIFIED
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See Annex II-M for a description and Justification of the Physical
Plant.

Pedro Juan Caballero

(a) Location and Need for Facilities

Pedro Juan Caballero is a rapidly growing district
in Amambay, a department that is growing substantially faster than
the national average (36% vs. 23% from 1962-68). Approximately 3.h
of Amambay's population is in this district with the town of Pedro
Juen Caballero (population about 16,000) being the largest town.

It is probable that Pedro Juan Caballero will continue
to grow and will maintain its position as the domina1t urban center
in the arca. The recently completed road to Coronel Oviedo, a .though
not paved, will likely provide a stimulous to population growth and
economic growth for some time. The completion of the AID financed
electric plant will also act as a stimulous to the city and the
surrounding area. A bridge under construction at Bella Viste to
connect with P2dro Juan Caballero and Concepcion should be a sig-
nificant stimulous to the area's development.

In 1969 prirary enrollment in Amambay was approximately
7,250 students, with over 75% in the Pedro Juan Caballcro district.
Although the growth in primary school enrollment has been rapid in
the past 6 years (more than a 50% increase from 1962-68) attendance
rates are still below the national average. Three-fourths of all
primary schools students are enrolled in the first three grades,
with 2/3 of the 53 schools offering only 1,2 or 3 years of study.
With the rapid growth in numbers from 1962-68 the average student/
class figure has advanced also from 26.7 to 33.0, putting greater
strain on facilities,

The Department of Awmambay is also substantially
below the rational average in Secondary school attendance. This is
rarticularly truc for the firal three years of secondary training.
Although Armambay has 2.1% of the country's population, it has only
1.5% of Basic Cycle enrollment and only 9/10 of 1% of the enrollment
for the final three years.

In 1969 cnrollment in grades 7-9 was approximately

LOO and enrollment in grades 10-12 approximately 150 in the Depart=-
ment. At the present time 3 secondary schools and a normal school
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in Pedro Juan Caballero account for all second cycle enrollment
and most of the basic cycle en' "lment of the Department. Three
are public schools and one is private; all will be converted to
other uses.

The rapid population growth, prospects for the region,
and present school situation all indicate that a Regional Center in
the erea would be a wise investment.

(b) Capacity of Center

The capacity of the center will be the same, at all
levels, as that to be built in Puerto Presidente Stroessner:

Pre-School 40
Primry 480
Basic Cycle 480
Second Cycle 25D
Normal School 5

1325

Primary and pre-school enrollment will have to be
held to the capacity figures. Conversion of the normal school,
the small public high school and the high school part of the
Redemptorist school to primary facilities should be satisfactory,
however, for immediate primary needs in the area.

In 1968 primary enrollment, by grade, in the Depart-
ment of Amambay was:

Grade 1 2651 stulents
2 1895
3 1328
L 993
5 638
6 439

These figures indicate that the basic cycle and
gecond cycle capacity figures are reasonable. All seccond cycle
students in the department and most of the basic cycle students
will be in the center. For the country from 1964-69 the retention
rate for primary students vas 25.24 - i.e. 1 out of every 4 students
who began grade 1 in 1964 wns enrolled in grade 6 in 1969. (This
was a substantial improvement over the figure from the 1956-1961
rate of 13% or 1962-1967 rate of 21%). With the introduction of
free quality education in Amambay, it 18 reasonable to expect the
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rate in this Department to move toward the national average (but
not reach it as the national average is influenced greatly by
Asuncion figures). If this is the case, the capacity provided for
the basic and secondary cycles will be fully utilized by within the
first two years. Norml enrollment will be held to the numbers
indicated, consistent with the teacher training reform.

(c) Physical Facilities

The physical facilities will be the same as for the
Regional Center at Puerto Presidente Stroessner (See Annex II-M).

Pilar

(a) location and Need for Facilities

: The school system in Pilev is in many ways already
comparable to a regional center. This system already contains one

of the best vocational programs (machine and carpentry with fledgling
electricity and automobile shops) in Paraguay. The goal is to expand
the vocational agriculture offering and to convert this system into

a regional center which will have an influence throughout the Department.

~ Since most of the physical facilities desired for a
regional center already exist, this project will be much smaller than
those located in Puerto Presidente Stroessner and Pedro Juan Caballero.

(b) Physical Facilities: Description and Justification

Several constructions will be necessary for the Pilar
Regional Center. The first will be a small agriculture building
with the following features:

classroom

shop room

shed for a tractor and other tools
well and pump

shower and toilet facilities

s

These are essentially the agricultural facilities
in the existing centers. An agricultural program exists now, in
its infancy, on land recently acquired for the purpose. There are,
however, no physical facilities devoted to the program.
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The remainder of the construction will be at the
sight of the present normal school and will include two classrooms
for & new normal school; rooms for natural science, physics and
chemistry, commerce, home economics, and art; an auditoriunm, a
snack bar, library facilities and the offices necessary for the
administration of the Regional Center. The thirteen rooms in the
existing normal school will be renovated for use as gecondary
school classrooms. .

This construction program will provide the facilities
necessary to make service to area schools possible, In addition, it
will create the facilities necessary to allow Pilar to participate
in the second cycle and normal school reforms planned for regional
centers.

(¢) Equipment

Equipment needs will be less than in most centers
a8 Pilar already has adequate equipment in some areas (e.g. science)
and substantial, though not sufficient, equipment in others (e.g.
machine shop, carpentry). Under this loan $4,000 will be provided
for electricity shop equipment and $26,000 will be provided for
office and teaching equipment necessary for the new Regional Center
progranm.

2. Superior Institute of Education

(a) Introduction

The Superior Institute of Education (SIE) is a new
institution estabiished in 1968 with the following objectives:

(1) Training of teachers for the basic cycle;
supervisory personnel for the primary and
secondary schools, and teachers in certain
gpecial areas for all levels (e.g. science,
math teachers). .
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(¢, In-service training for those already employed
in the above areas.

(3) Pedagogic research.

(4) Development of new teaching materials.

(5) Development of expecimental educational programs.

During the first year of operations the SIE was located
in the Regional Education Center at San Lorenzo. In 1969 temporary

rented quarters were secured in Asuncion, with present 1970 enroll=-
ment as follows:

Guidance Counselors 1k
Primary School Directors 50
Secondary School Directors 35
Specialists in Adult Education 8
Industrial Arts Teachers 15
Ciclo Basico teachers: 95
Natural Sciences 32)
Mathematics 38)
Modern Ianguages 25)
217

Some of the students enroll directly after their
high schocl training. Many, however, have teaching experience and
are enrolled either under becas provided by the UNESCO or, if they
are teaching part-time, during non-working hours. There is a sube
stantial short-course program offered to in-service teachers during
the vacation period which is not reflected in the 1970 enrollment
figures above (285 teachers enrolled in such courses between the
1969 and 1970 school years).

Under this loan the Ministry will build a physical
plant for an expanded SIE. The plant will include a post-bachillerato
normal school which will make joint use with the SIE of such facilities
as the water system, gymnasium-auditorium, canteen, etc.

(b) Iocation and Neca for SIE

The Ministry owns a sizable tract of land located on
the main approach road to Asuncion. This location, which can bvest
be described as suburban Asuncion, is adequate in every respect for
the SIE and has been designated by the Ministry for its use. The
gite should be in the Asuncion area in order to attract a qualified
teaching staff. Likewise Asuncion is the most centrally located
city when both population density and available transportation are
considered.
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SIE is a fundamental part of the Ministry's teaching
reform program. The emphasis is upon special technical areas of
education, especially ceience and math, which are being emphasized
in the second cycle curriculum reform; and on the training of
directors and other administrative personnel for the schools -
especially in the interior. Educational research will be conducted
in the same institution so that students will be in daily contact
with those concerned with the development of pedagogic methods and
teaching materials. Textbook production and distribution will
remin located in the Ministry but will be assisted by some experi-
mentation and writing within the SIE. Three UNESCO technical
assistants will be assigned to SIE (see "technical assistance"
below) to assist in these objectives. The goal is to create a
program and an atmosphere which will break through the rigid, tra-
ditional teacher training program of the past.

A post bigh school normal school will be constructed
in the same building complex. The normal school will be the only
normal school in Asuncion, replacing the three secondary level
normal schools which now exist and will be an integral part of the
program.

It is felt that the combination of the change from
a bachillerato to post-bachillerato normal program, the establish-
ment of special training programs for particular important (and
neglected) areas, in-service training for existing teachers and
a supportive didactic material program will have a significant
impact on the quality of primary and secondary education in Paraguay,
especially in the interior areas to which the program will be directed.

(c¢) Capacity of SIE

Projected capacities for SIE and the attached normal
schools and primary schools are:

Superior Institute of Education:

First year 260
Second year 2ko
Third year 220

Total 720

Normal School:

First year 260
Second year 240
Total 500
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The total enrollment in the new Normal School and
SIE will be a reduction of approximately 10% from present enroll-
ment in the 3 Asuncion normal schools and the present SIE, combined.
However, the number of new teachers produced with be substantially
less as a large percentage of the SIE enrollment (probably about
one-=half) will be in-service teachers and administrators. UNESCO
will give 120-150 becas for study in SIE during the calendar year
1971, mostly to teachers from the interior of Paraguay, and plans
to continue such assistance for the foreseeable future. (This
number does not include short-course becas - L weeks or le=ss).
Thus, capacity enrollment as projected (together with the closing
of all existing normal schools) would simultaneously reduce the
over-supply of teachers in the capital and increase the supply of
qualified teachers in the interior.

See Annex II-M for a description and justification
of the physical plant.

3. Primary School Construction

120 grade schools will be constructed under the loan
with emphasis on new schools in the areas of influence of existing
and to-be constructed Regional Education Centers. 20 of the
schools will be central grade schools and 100 will bve satellite
schools around the central school. The Central schools will have
a capacity of 600 students - physical capacity for 300 students at
one time with 2 sessions per day. The satellite schools will have
a capacity for 200 students on the same basis. These schools will
be coordinated with existing schools to form groups of schools =
the central school in each case supervising the use of didactic
materials, tools, etc. in the system.

All schools constructed will offer all six grades of
primary education. A significant factor in the very high dropout
rate between the first and sixth grades is that many interior
schools do not offer more than one, two or three years of in-
struction. (See table).
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Highest Grade, Rural Primary Schcols, 1968
Selected Departments

Department Highest Grade Offered
1 2 3 L 5 6

Concepcion L 32 25 19 9 11
San Pedro 5 29 33 27 9 30
Cordillera 16 42 31 37 21 37
Caaguazu 27 Iy 37 23 8 26
Alto Parana 5 11 7 8 3 7
Amambay 5 14 15 6 0 6
Neembucu 5 31 30 16 5 10
Itapua 16 62 50 Ly 25 38
All Rural Schools 128 451 387 288 162 346

 This program will substantially exvand the availability
of primary education in the colonization areas, where schools offering
three grades or less are concentrated,

The schools constructed under the loan will become involved
in a curriculum reform designed for the rural Paraguayan student.
This reform, a part of the overall curricula reform, will be based on
the assumption that most students in these schools will not proceed
beyond the sixth grade.

The schools will be equipped with the unsophisticated
equipment and books necessary for this program. UNICEF-UNESCO is
. favorably disposed to grant the request. If they do not do so,

construction will be reduced slightly under this loan with the
resulting savings being used to provide adequate equipment and
didactic materials.

The Ministry is also considering the problem of incentives
to teach in these rural area schools. One attempt at solution of
this problem will be the construction of modest living quarters
for tecachers in the central schools. The Ministry also is considering
the adoption of a program whereby rural students would receive scholar=
ships to the new normal schools upon their promise to teach at least
two years in rural primary schools, or simply requiring that students
who wish to enter normal schools agree to serve a given period of
time after graduation in isolated areas.

The physica. racilities to be constructed are described
in Annex M. ‘
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4, In-Service Training

Three years of in-service training will be provided under
the project. Training will be offered in both the existing Regional
Education Centers and the Superior Institute of Education (SIE)
according to the following tentative plan:

Number of Guarani Dollar
Students Costs Equivalent
1971: Mathematics #** 80 2,650,000 21,030)
Natural Science ** 8o 2,650,000 21,0303
Spanish #** 80 2,650,000 21,030
Social Studies #* 8o 2,650,000 21,030)
Design & Arts % 80 2,650,000 21,030;
Department Heads * Lo 960,000 7,620
Principals &
Administrators * 20 120,000 3,810
Supervisors * 20 480,000 3,810
Total L8O #15, 170,000 ($120, 400)

#% offered in both Regional Centers and SIE, 4 month course
# offered in SIE only, 3 month course

1972: Same as 1971 480 #15,170,000 ($120,L400)
1973: Mathematics * Lo ¢ 1,280,000 $$ 10,160;
Natural Science * Lo ¢ 1,280,000 $ 10,160
Spanish * Lo ¢ 1,280,000 $ 10,160)

Social Studies * Lo ¢ 1,280,000 $ 10,160)
Design & Arts * Lo @ 1,280,000 10,160

Total 200 ¢ 6,400,000 ($ 50,800)

#*  offered in SIE only, 4 month course.
3 year TOTALS 1160 @36, 740,000 ($291,600)

These courses are in addition to the beca program sponsored
by UNICEF which is concentrated in the science and mathematics, offering
approximately 100 scholarships per year for in-service training at the
Superior Institute of Education. UNICEF also offers a nunber of short-
course scholarships during vacations (4 weeks or less). Within this
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short-term program UNICEF plans an in-service program to orient
teachers to new textbooks and other didactic materials. If UNICEF
assistance should prove insufficient, this tentative plan can be
altered to provide funds for orientation in the use of these
materials.

The becas will be controlled so that both the interior
and Asuncion will benefit. The courses in the regional centers will
be for students from the relevant zones of influence; courses at SIE
will be for teachers and administrators from all schools, with the
emphasis on schools in the interior.

5. Textbook Production Project

On the premise that a $105,000 pilot textbook production
project grant funded by USAID in FY 1970 will be implemented in
FY 1971, the Ministry has plarned a three-year project to be funded
under this loan. If approved, the grant funded project will provide
experience in production and distribution. It would result in the
production of 180,000 urgently needed textbooks, in five.titles,
the manuscripts for which are now ready. It would make possible
a carefully controlled study of comparative costs, with production
divided between the Ministry and local commercial firms, prior to
the implementation of the loan-funded project.

If the grant-funded project is not approved, the loan-
funded project described below will be adjusted accordingly.

The projected loan would enable the Ministry to build
on the experience gained with tne grant-funded project, which will
provide readers for the first, uecond and third grades and a basic
text in subject matter areas for first grade and another for second
grade. On the assumption fhat these books are produced with grant
funds, the loan-funded project would begin with the production of
readers for grades four, five and six.

Over the three year life of the loan, it is anticipated
that 480,000 copies of 19 books would be produced. In 1971, 180,000
books would be produced and in 1972, 205,000. The third year's
production would be 155,000.

The Ministry plans to sell or rent ihe books at a small
fee. It is estimated that UO% of the cost of the first two years!
production will be recovered, providing more than enough funds to
cover the production planned for the third year.
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The Ministry also plans to purchase children's books for
the Bookmobile and maps, charts and workbooks in relatively small
quantity. The portion of the loan estimated for the first two years
book production and these items is $333,000 of which $133,000
would be for paper, ink, and other foreign exchange costs.

From 1955 through 1967, through the Education Servicio and
later under the Rural Education Development Project, a Curriculum
Center, whose principal functions were to produce textbooks and train
writers, librarians and teachers receive technical assistance. Short-
term consultants and direct-hire U.S. technicians helped the Ministry
build up and train staff of writers. It is this group, now absorbed
in*> the Department of Educational Materials Production, which has
produced the five manuscripts which are now ready for printing and
has others in preparation.

The books produced under this proposed loan would be
primarily for distribution in the rural areas, where the need is
greatest. The Training of teachers in the use of the books would
be included in the in-service training provided by the loan, and
the Ministry will develop a system of evaluation of the books as
educational tocls and follow up on their use.

6. Technical Assistance

The following technical assistance will be provided under
the loan:

a. The Peace Corps will provide approximtely 30 man
years of assistance to the regional centers. Fourteen volunteers
will be based in the regional centers working with area tcachers
in the fields of agriculture-shop, mathematics, science, and home
economics -health. These volunteers will conduct in-service worke-
shops at the centers and also will travel to area schools to work
with teachers on location. The Ministry will provide an equal
number of full-time counterparts who will be expected to continue
on the job after the Peace Corps volunteers leave. ‘

The 15th Peace Corps volunteer will work with the
Regional Center office, coordinating the program and assisting that
office in establishing working relationships between the Centers and
their outlaying schools. A Paraguayan counterpart will be provided
from the Rcgicnal Center Office.
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b. One full-time architect or civil engineer to assist in the
final design and supervision of construction. This person will work with
the Office of School Construction for a period of up to three years.

C. One full-time curriculum expert to work with Ministry and
UNESCO technicians in establishing the normal school, secondary and
primary curriculum reforms. Two years,

d. One full-time expert in educational administration, accounting,
statistics and budgeting. Two years.

e. Short-term assistance in textbook preparation, audio-visual
education, 'ilingual educatio..

f. UNESCO will make available gix experts to work with the Superior
Institute of Education and the Ministry in the following areas: educational
research and evaluation, curriculum development, teaching of science, super-
vision and teacher training. At least 8 man-years,

Project Costs

15 Peace Corps Volunteers * -- -
15 Peace Corps Counterparts ** 6,450,000 -
Architect or Civil Engineer - 90,G00
Curriculum Reform Expert - 60,000
Administrative Expert : - 60,000
Short-term Consultants - 15,000
6 UNESCO Experts -- --
Totals * #6,450,000  $225,000

* See equipment and supply needs., A condition of Peace Corps assistance
is the provision of adequate transportation and supplies in Regional
Centers.

**Counterparts for the existing Regional Centers, Pilar, and the Regional
Center Office in Asuncion are calculated for three years each; those
in the two new Regional Centers for two years., Not loan funded.

In addition to the $225,000 for technical assistance under the
loan, the USAID will make grant funds of approximately $100,000 annually
during FY 1971, 1972, and 1973. These funds will be used to provide
supplementary technical assistance (particularly in the fields of educational
innovation, research and development of information retrieval systems) ;
participant training, and whatever additional support may be required for
Peace Corps educational activities,
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B. neering Analysis
l. General Description of the Construction Portion of the ProJect

Included in the loan project is the construction of 120
irimary Schools totalling about 680 classrooms. These schools will be
constructed primarily in areas within the zone of influence of existing
and planned Regional Education Centers.

New Regional Education Centers for 1325 students will be
constructed at Puerto Presidente Stroessner and Pedro Juan Caballero,
and existing facilities at Pilar will be expanded and improved to form
the third center.

Finally, the loan will provide for the construction of a
Superior Institute of Education for 720 students and a Normal School
for 500 students which will have some shared facilities.

The total costs of construction and basic furnishings (ex-
cluding land) is estimated at $4,500,000. It is anticipated that
$423,000 represents foreign exchange costs (excluding approximately
$90,000 for engineering and construction supervision costs), and
$4,077,000 represents local currency costs. It is proposed that the
GOP will pay $1,800,000 of constructionwmsts and the loan will finance
$2,700,000.

2. Design

The preliminary designs completed by the Ministry Construction
Department call for simple construction using traditional materials and
technology in which there is good capability in Paraguay. All institutions
are composed of basic classrooms combined in blocks with administrative
offices. These basic blocks will be supplemented by such special
faecilities as laboratories, %libraries, shops, etc. In all cases, blocks
will be arranged in a manner to meet site, orientation and capacity
requirements at each location. Mr., William Mann, architectural advisor,
has determined tlat the preliminary designs are adequate to comply with .
611 requirements.

Except for the addition to the Pilar Normal School, the design
is based on modifications of the one-story system used for previously
constructed Regional Education Centers, which proved inexpensive,
functional, and fully satisfactory except for minor features such as
ornamental brick work and some imported fixtures which are being changed.
The Pilar institution, being an addition to an existing normal school,
is in two stories but essentially the same traditional type construction.
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The Superior Institute Normal S8chool complex is of the same
type, one-story traditional construction, except for a gymnasium and
assembly hall which are to be of reinforced concrete.

Sites for the new Regional Education Centers, for the Superior
Institute and Normal School have been selected. Inspection of all these
sites by USAID officials revealed no adverse conditions. However, sub=
soil investigations and definitive determinations on utilities will be
made prior to the preparation of working drawings and specifications,
although no problems are anticipated.

Site plans for the Regional Centers, the Superior institute
and the Normal School group buildings are planned in a manner to form
several compounds, partly isolating such elements as the kindergarten
and shop building, while orienting buildings for best protection from
the sun and rains and facilitating reception of prevailing breezes and
natural illumination.

The rural classrooms will be built in two types of institutions,Central
Rural Primary Schools and Satellite Rural Primary Schools. Each Satellite
School will consist of 3 classrooms combined with administration block
and toilet building, complemented by a small work shop, rural home
economic facilities, etc. Essentially, the Central Rural Primary Schools
(to serve as nucleus for about five Satellite Schools) will be formed
by doubling the Satellite Rural Primary Schools.

Specific stes for rural classrooms have not yet been selected.
Site selection criteria have been established, and will be applied by
the Ministry in consultation with the engineering consultant. (See Annex N).

All buildings will be composed of concrete foundstions, steel
reinforced where necessary, brick interior and exterior walls, wood
roof freming, and clay tile roofing. Windows will be of wood or steel,
depending on availability at each location, and doors will be of wood.
The design follows the local Spanish-influenced traditions.

The engineering c-nsultant mentioned above will be contracted
by the Ministry as consulta.t with approval powers on the preparation of
final designs, working drawings, and bid dccuments on the advertising
award and administration of contracts, and on the supervision of
construction.

3. Costs
Detailed cost data as prepared by Ministry Construction

Department (see Annex L) have been determined by Mr. Mann and USAID/
Paraguay to be adequate to meet 611 requirements. An analysis of these
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cost data, and a comparison with data obtained fram the Ministry of
Public Works and from one of the largest local private contractors,
has resulted in the conclusicn that the Ministry's cost estimates are
realistic. These estimates include the cost of basic furnishings,
but not the cost of speclal equipment.

The cost of land acquisition has not been included, since in
all cases the land is already owned by the Ministry or will be donated
by the municipalities where schools will be located.

It 18 estimated that of the total construction and equipment
costs approximately 13% will be for importations and 87% for local costs.

4, Construction

The Paraguayan construction industry is fully capable of
constructing the buildings proposed. There is sizeable local experience
with this type of construction; materials and crafts involved are in ‘
gentiful supply. The construction period has been estimated at 36
months.

In the case of rural primary school classrooms, construction
will be done by quali fied builders contracted through competitive
bidding in accordance with Ministry of Education regulations and pro-
cedures. Where advantages in cost, completion time and quality can be
expected, rural classrooms will be bid for and constructed in groups
of schools in geographic proximity.

In the cases of the Regional Education Centers, the Superior
Institute and Normal School, construction will be done by builders
contracted through competitive bidding by a qualified list of firms.
Construction firms not currently operating in Paraguay are not
expected to seck qualification to participate in construction.

In all cases, construction will be under the supervision of
the Ministry's Construction Department. The engineering consultant
will closely follow the progress and quality of all work, and will
aedvise in this regard as necessary. He also will keep the USAID fully
informed, enabling it to give due regard to this findings in considering
disbursements under the loan.

5. Maintenance
In the past the GOP has generally not been able to provide
adequate maintenance for school bulldings. Although the four existing

Regional Centers are in good condition, they also need adequate and
timcly preventive maintenance.
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The Ministry agrees that maintenance of buildings constructed
under this loan must have high priority for additional funds to be
provided to the Ministry's budget. Therefore, it is planned that each
year, beginning in CY 1973 2% of the value of the buildings constructed
with the loan will be set aside for school maintenance.

The loan agreement will require that a satisfactory maintenance
organization and plan be prepared by the Ministry and formal adoption of
the plan by the Ministry will be a pre-condition for the second
disbursement of funds undexr the loan.

6. Sumary

The material as prepared by the Ministry Construction
Department, and as supplemented by comments herein, satisfies Section
611 requirements in that it includes (a) preliminary plans and
specifications providing sufficient detail to establish how the
buildings are to be built, (b) cost estimates establishing foreign
exchange and local currency requirements, (c) a statement outlining
how construction plans are to be made, (d) an account of how
construction will be carried out and supervised, and (e) a plan
for maintenance. For rural classrooms, where specific sites have not
been selected, criteria for their selection have Leen established
and an agreed to procedure for approving these sites established.,

It is believed that all technical requirements for the
satisfactory implementation of this project are provided for.
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1. Project Requirements. The overall costs of the loan-

funded portion of the project will be $6.0 million. This will

composed as follows:

.TOTAL PROJECT COSTS BY AREA

FX 1C TOTAL
Primary Schools 126,000 2,394,000 2,520,000
Superior Institute of Education
and Normal School 105,000 595,000 700,000
Regional Centers 192,000 1,088,000 1,280,000
Tencher Training ——- 292,000 292,000
Texts and Didactic Materials 133,000 298,000 431,000
Equipment 219,000 46,000 265,000
Technical Assistance 225,000 - 225,000
Operations and Planning -—- 287,000 287,000
1,000,000 5,000,000 6,000,000

In addition, the USAID will provide $100,000 per year during FY 1971,
1972, and 1973 in order to provide supplemeatary funds for short-
term technical assistance, participant training outside Paraguay,
and additional support for the Peace Corps technical assistance

element.

Of the total of $6.0 million, the AID loan will provide
$4.2 million, (or 70%) and the GOP will provide $1.8 million (or 30%).
It is anticipated that one-half of the GOP contribution will derive
from GOP-owned PL 480 Title I funds and one-half from normal increases
in the Ministry of Education's budget. Should PL 480 funds nc’ ™e
available, planned increases in the GOP budget for education will
still be sufficient to meet the $1.8 million of counterpart costs

(see Section II-D).

The following table indicates the proposed Disbursement
Schedule by Calendar Year. It is anticipated that all of the GOP
contribution of $1.8 million will be utilized for primary school

construction, thereby simplifying accounting under the loan.
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DISBURSEMENT REQUIREMENTS
1°71
Construction Superior Institute of
Education and Normal School 700,000
"Regional Centers: PPS 480,000
Pilar 311,000
30 Primary Schools
5 Central 5 X 33.5 = 167,000 : (Of which GOP
25 Sub-central 25 x 18.5 = 462,500 : $600,000)
In-service training 120, 400
Didactic Maicrial - texts & others 165,000
Books for Regional Centers and Superior
Institute of Education 50,000
Equipment 157,000
Technical Assistance 100,000
Operations & Planning 96,000 $2,809, 400
1972
Construction PJC Regional Center 189,000
7 Central Schools x 335 = 234,500 : (Of which GOP
35 Sub-central X 1845 = - 647,500 : $600,000)
In-service training 120,400
Didactic Material - texts & others 168,000
Books for Regional Centers and Superior
Institute of Education 48,000
Equipment 83,000
Technical Assistance 100,000
Operations & Planning 96,000 $1,986,L00
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1973
Construction
8 Central Schools x 33.5 = 268,000 : (0f which GOP
40 Sub-central x 18.5 = 740,000 : $600,000)
In-service training 50, 800
Equipment 25,000
Technical Assistance 25,000
Operations & Planning 95,000 $1,203, 800
SUMMARY OF DISBURSEMENT REQUIREMENTS
1971 2,200,000 600,000 2,800,000
1972 1,4c0,000 600, 000 2,000, 000
1973 600, 000 600,000 1,200,000
$4,200, 000 $1, 800,000 $6, 000, 000

Of the total AID loan, approximately $1,000,000 will be
used for foreign exchange costs, as shown in the following table:

ESTIMATED FOREIGN EXCHANGE REQUIREMENTS

Primary Schools 126,000
Superior Institute of Education & Normal School 105,000
Regional Centers 192,000
ILaboratory & other Equipment 219,000
Textbooks 133,000
Technical Assistance 225,000

$1,000,000
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This relatively small amount (17%) is due to the fact
that little foreign exchange is required for local construction.
All of the technical assistance services provided under the locan
will be of U.S. or latin American origin. Strong local support
for the technical assistance will be provided by the Ministry's
Office of Project Implementation.

~ 2¢ Availability of Alternative Sources of Financing. The
IDB has thus far limited its interest in the education field to
a $1.5 million loan to the National University, buv is now
considering assistance to agricultural education at the primary
school level as part of a proposed agricultural sector loan. The
IBRD is in the initial stages of developing a possible lnan aimed
primarily at secondary vocational and technical education. Neither
the IDB or IBRD is interested in financing this proposed loan.
UNESCO, UNICEF, and OAS interest in education in Paraguay is
limited to technical assistance and limited commodity support.

3. Repayment Prospects. As more fully discussed in Annex III,
this loan should not put undue pressure on the debt-servicing burden,
and the GOP should not have undue difficulty in meeting the repayment
schedule,
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D. Economic Considerations

1. Rationale for Project Selection: The basic economic rationale
for the project is that economic and social development cannot be
achieved with underdeveloped people. Economic development requires
both investment in productive capital and investment in human capital.
This loan is viewed as an investment in the human element--an invest-
ment that will increase the productivity of the human input of the
production equation. A literate labor force together with qualified
administrators and supervisors are essential if economic development
is to proceed. As presently organized and carried out, Paraguay's
educational system does not provide the wherewithal to increase the
economic productivity of the labor force. The Paraguayan educational
system places far too great emphasis on humanistic studies in prepa-
retion for universities which are attended by only 1.6% of the Para-
guayan student population. The primary school system is notable for
extremely high dropout and repetition rates, particularly in rural
areas; lack of certified teachers and classes; a language problem
for large numbers of Guarani speaking children; emphasis on rote
learning; and irrelevancy of the curricula for the daily needs of
most students. The secondar, system is notable for the very low
enrollment (12%) of students in the secondary level age group;
excessive concentration on pre-university education; and an almost
complete lack of vocational agriculture preparation.

Educational expenditures at all levels are too low, and
devoted almost entirely to operating expenses. Historically the
GOP's relative expenditure for education has declined at a time when
educational demands were increasing. There is a need for planning
and leadership at all levels, and a rationalization of organization
within the Ministry of Education and the universities.

As a recipient of capital, the education sector has been
sorely neglected. Of all the foreign loan funds received by Para-
guay since 1955 only one loan totalling less than 14 has gone for
education; this single loan is aimed at the improvement of education
at the University level. Paraguay now has fairly adequate physical
structure and it is becoming apparent that the bottlenecks resulting
from an inadequately trained and educated labor force are becoming
increasingly serious. For these reasons, we have selected the
education sector for emphasis. This loan is a first attempt to strike
a balance between investment in things and investment in people.
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2. Rate of Return: It is generally agreed that rate-of-return
techniques are inadequate to measure the benefits of investment in
education (see: A Cost Benefit Approach to Education Planning in
Developing Countries, IBRD Report No. BC-157, December 10, 1967).

As indicated above, human capital is just as important as physical
capital in the production process. Trying to separate the two
would be highly speculative academic exercise. If one accepts the
positive correlation between education and economic and social
development such an exercise is unnecessary.

3. Effect on Private Enterprise: The initial effect of the
loan will be on the construction sector. The value of construction
is presently estimated at $l,500,000 equivalent. It is anticipated
that all construction will be by local firms through a bid system.
The effect will be to support the construction sector including
suppliers of building materials. The loan will have a small import
component but its effects will not be great. In the longer run,
the provision of a literate and more productive labor force will
have profound effects on the private sector. As people become more
productive, business can become more competitive. Given Paraguay's
competitive disadvantages, this can be an essential ingredient in
improving the competitiveness of Paraguayan products on world markets.
In summary, we view as favorable the effects of the loan on the
private sector.

L, Effects on U.S. Balance of Payments: The direct effect
on the U.S. balence of payments will be limited. Imports under the
loan will be only $1,000,000. Of these, possibly a quarter will be
of direct U.S. origin. In the longer run, however, more favorable
effects are envisioned. U,S. products are popular in Paraguay and
presently account for about 20-25% of total Paraguayan imporis, the
largest source of Paraguayan imports. As economic development
proceeds and imports rise, this ratio can be expected to be maintained
50 that larger absolute volumes of U,S. goods will be required. 1In
addition, of course, o considerabl: portion of money spent for
purchases from other Latin Countries will also eventually be spent
in the United States. In conclusion, U.S. purchases will be
stimulated to the extent that the loan stimulates economic development.

5. Analysis of GOP Education Expenditures: Over the past 12
years there nas been a disturbing trend in the proportion of GOP
expenditures budgeted for education. As shown in Table I, the
proportion has fallen from 15-16% in the 1960-62 period to 12-13%
in the 1968-70 period. At the same time, there has hardly been any
change in the composition of expenditures, i.e. current expenditures
have averaged about 974 of the total. Viewed differently, education
expenditures, including university level, accounted for only 1.9% of
Paraguay's gross domestic product in 1968.
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TABIE I

RELATIONSHIP BETWEEN THE GENERAL BUDGCET OF THE NATION,
THE EDUCATION BUDGET, AND CURRENT AND CAPITAL EXPENDITURES FOR EDUCATION BUDGET

(Millions of Guaranies)

BUDGETS EDUCATIONAL EXPENDITURES
YEARS Education as
% of National
Rational Education a/ Budget Current % Capital 1
1959 2,627,6 414,4 15,6 - - - -
1960 2.740.7 439.6 16.0 - - - -
1961 3.410,4 511,9 . 15,0 501,9 98,0 10,0 2,0
1962 3.803,0 591, 2 15,5 588, 5 Q8,7 7,7 1,3
1963. 5,772,7 713, 5 12,3 700, 2 98,1 13,3 1,9
1964 5,350,0 813,9 15, 2 783, 2 96, 2 30,9 3,8
1965 6.118,1 900, 5 14,7 864,5 96,0 36,0 4,0
1966 6.698,5 1.031,2 15,4 995, 2 96,95 36,0 3,5
1867 8.587,0 1.106,5. 12,8 1.075,6 97,2 30,9 2,8
1968 9.889,0 1.240.4 12,5 1.198,5 96,6 41,8 3,4
1969 9.944,2 1.241,8 12,5 1.210,8 97,5 31,0 2,5
1970 10.441,8 1.388,4 13,3 1,356,4 97,7 32,0 2,3

Source: General Budget of the Nation

Prepared by: Educational Planning Department
Ministry of Education

a/ Includes the Ministry of Education and the National University
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Relative to other countries in Latin America, Paraguay's
recent performance in the educational area has also been poor. For
example, in 1960 in Paraguay 61.7% of the 5-14 age group were enro..:d
in school while in the region a/ the proportion was 46.7%. By 1968
the regional proportion increased 23.1% (reaching 57.5% of the 5-1k
group) while in Paraguay the increase was only 2.4% (and included
63.2% of the 5-1l age group). The rate of growth in enrollment for
Paraguay (2.4% over the 1961-1968 period) was second frou. the bottam
(Venezuela was -0.7%). Virtually the same conditions exist with
respect to secondary, higher, and adult education. The Alliance
for Progress goal in education was "to eliminate adult illiteracy
and by 1970 to assure, as a minimum, access to six years of primary
education for each school-age child in Latin America". Paraguay is
far from attaining this goal, since less than 25% of those entering
primary school finish the sixth grade.

Returning to Table I, the 1970 budget revealed an encouraging
development. While the national budget increased 5%, the education
sector increased almost 12%. This increase was due primarily to the
efforts of the new Minister of Education who took office in time to
influence the 1970 budget. Similar increases will be necessary in
order to augment substantially the percentage of the budget to educatien.
To do so will be difficult and will require a firm commitment to edu-
cation on the part of the GOP.

As presently envisioned, the GOP counterpart will amount
to $1.8 million equivalent over the 3-year life of the project. Half
of this amount is scheduled to derive from PL L80 proceeds. Assuming
annual PL 480 agreements of 30,000 tons (or about $2.0 million
equivalent) the $900,000 spread out over three years would require
15% of each PL 480 agrecement. At the present time, the education
sector belovw. the university level receives virtually no PL 480 funds.
Presently programmed irreducible PL UBO requirements for use during
1971 come to $835,000, primarily for support to agricultural activities
and a USAID-supported private development bank. This leaves about
$1,000,000 for support of this educational project ($300,000) and
other mutually agreed upon projects. In 1972 and 1973, although
requirements for some activities may be expected to increase, the

a/ 18 Latin American Republics
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roquarement for support to the private development bank and other
activities is expected to decline. As a result, sufficient PL U8(C
availabilities for the loan are anticipated.

In addition to the PL 480 funds, the GOP will have to provide
$900,000 equivalent (i.e. @113 million) from its own sources in support
of the loan. It is anticipated that this amount will derive from the
increased resources which ideally could raise the education budget to 20% of
total expenditures by 1980. Projecting this increase and assuming
an annual increase in total GOP expenditures of 10% produces the
following table:

TABLE II

PROJECTED GOP AND EDUCATIONAL EXPENDITURES
(Millions of Guaranies)

Year Total GOP Devoted to Education Increase Necessary
Expenditures % Amount

1970 10,441.8 13.3 1,388.4 -
1971 11,486.0 14.0 1,608.0 219.6
1972 12,634.6 4.5 1,832.0 224.0
1973 13,898.0 15.0 2,084.7 252.7
197k 15,287.8 15.5 2,369.6 284.9
1975 16,816.6 16.0 2,690.6 321.0
1976 18,498.2 i6.5 3,052.2 361.6
1977 20,348.0 17.0 3,459.2 407.0
1978 22,382.8 18.0 4,028.9 569.7
1979 24,621.0 19.0 4,678.C 6L49.1
1980 27,083.1 20.0 5,4 .0.6 738.6

As can be seen, to achieve this goal will require a sizeable and
quite rapid increase in amounts budgeted to education. If total
revenues can increase 10% per year between 1969 and 1974, the fi284.9
million needed for education in 1974 will require about 25% of the
¢l,l70.6 million increase in total revenue projected for that year.
The $900,000 equivalent required for the project in 1971, 1972, and
1973 will require only about 16% of the increase projected in each of
those years. Hence, if funds for education as indicated above are
made available, it should not be difficult to direct 164 of the
increase to the loan.

Providing the necessary resources for education will require
some difficult decisions for the GOP and some realignment of spending
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priorities. However, education requirements should not put undue
pressure on the budget. If revenues rise by 104 per year between
now and 1975, the projected 1975 increase in revenue will be
¢l,287.6 million. If we also calculate that capital expenditures
will rise by 10% and current expenditures to rise by 5% annually,
there will still be sufficient funds for education, for servicing
the Trans-Chaco loan and enocugh left over for other increases.
The following table presents these considerations:

TABLE III

Projected uses of increased revenues
in 1975 (millions of @'s)

A 10% increase in investment 157.6
A 5% increese in current expenditures 469.0

Requirements for Trans-Chaco debt-
service payments (on assumption all

funds are disbursed by 1975) 164.5
Increase for education (see above table) 321.0
Other increases 175.5

Projected increase in revenues 1,287.6

‘ In conclusion, it should be possible for the GOP to provide
substantially increased support for education. The task will not be
casy since competition for available funds for use in other sectors
can be expected to continue. ‘In order to encourage the necessary
availabilities, the loan has as a precondition to signing a firm
commitment from the GOP. During the life of the loan disbursements
will be contingent cn the availability of counterpart funds and
increases in the budget. Finally, the desire of the GOP for an
education loan from the World Bank and a follow-on education loan
from AID around 1975 will serve as a stimulous to meet the projected
increases in the education budget.

6. Ability to Repay the Loan: At the end of 1969, Paraguay's
external debt stood at $243.8 million. Of this amount $20.9 million
had been repaid and $100.2 million had not yet been utilized. The
structure of the debt is generally favorable-~70.6% of outstanding
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loans have initial maturity dates of 15 years or more. To date
Paraguay has not experienced undue difficulty in meeting debt-
service payments--such payments (in both local and hard currency)
have grown from about 10.4% of export receipts in 1965 to about
2hg, in 1970 (estimated). Assuming a 5¢% annual growth in exports,
hard currency debt-service payments will require 27.1% of export
earnings by 1974. Thus, it is anticipated that hard currency can
be made available for these payments. Not only do debt-service
payments have priority over other uses of export proceeds, but
there is also an active curb market which can supply importers
with foreign exchange.

Tt is not anticipated that the proposed $4.2 million loan
will appreciably affect the debt-service ratio. As indicated above,
the more serious problem will be to raise the local currency with
which to make debt-service payments. This will represent one more
demand for scarce revenues. However, given the anticipated kO
year repayment schedule, including 10 years of grace, it is not
thought that the annual requirements will put undue strain on the
budget. Furthermore, given the debt-servicing fund which has been
successfully established for the timely repayment of AID and
predecessor loans, no problems are saticimted in meeting the
poyment schedule. In conclusion, the Mission does not anticipate
the GOP will have difficulty in repaying the loen.

See Annex III for a detailed discussion of Paraguay's
foreign debt, external reserves, and debt repayment capacity.
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SECTION III - LOAN ADMINISTRATION

A. Project Execution

The Ministry of Education will establish a special office to
be responsible for the implementation of the project (and the proposed
World Bank loan at such time as that may be approved). The office will
report directly to the Minister and Director General of the Ministry.
Policy direction will come from a small committee, whose President will
be the Director General of the Ministry and will contain the heads of
the Ministry's Planning and Secondary Education Departments, and a re-
presentative of the USAID. It will have as its advisor the principal
author of the Diagnosis and Plan for educational development. Thus,
a small group of key Ministry personnel, which also includes USAID
representation, will control execution of the project.

Actual implementation will be in the hands of a full time and
highly qualified Executive Director, who will supervise a Technical and
an Administrative Department, most of whose personnel will consist of
full-time personnel. The cost of supplementary salaries for the tech-
nicians and the salaries of the Executive Director and Chiefs of the
Technical Department and Administrative Department will be part of the
Project. Estimated costs are $287,000 , A tentative organization
chart of the proposed office is shown below:

S

' MINISTER

h————I—-——'
COMMITTEE FOR ADMINISTRATION

OF THE PROJECT
i

{ EXECUTIVE DIRECTOR|

T e e —

TECHNICAL DEPAKTMENT ADMINISTRATIVE DEPARTMENT
Designs and Costs | —”Kécounting and Budgeting
Construction & Maintenance | Purc@gsing

Supervision |

Didactic Materials, Equipment Personnel|
.igé55§£:§£;£éiﬁg ‘ Secretarial Staff|

Secretarial Staffl
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Technical assistance will be provided from a number of sources, in-
cluding UNESCO and the Peace Corps, as well as those provided directly
under the loan. Under the grant funded HADC contract one full-time
advisor has been advising the Ministry on its planning and the develop-
ment of this loan since January 1970. His services will contimue through
December 1970. In addition the HADC is providing short term assistance
in curriculum developnent and educational administration.

UNESCO is currently providing a long-term expert in the teaching
of science, and has agreed to furnish further long-term assistance in
educational research and evaluation, curriculum development, teacher
training and the sciences. While these people will be assigned primarily
to the Superior Institute of Education they will also serve as advisors
to the Ministry office charged with administratioa of this loan.

Discussions have been initiated with the Peace Corps to provide
approximately fifteen volunteers ( 30 man years) who will be based in
the Regional Education Centers, and who will work with teachers in the
fields of agriculture, shop, mathemutics, science, home economics, and
health. 1In addition to this technical assistance, the volunteers will
also play a major role in ensuring that the Regional Centers form a closer
relationship with schools in their respective zones of influence.

It is felt that with the help of the technical assistance mentioned
above, the Ministry's office of Project Implementation will be able to
efficiently administer this loan. AID will,in addition, monitor the loan
through conditions attached.

One full-time architect or civil engineer will ensure that final
plans, designs, and cost estimates are adequate, and will supervise con-
struction with the assistance of Paraguayan counterparts during the life
of the project. One full-time expert will work for two Years with Min-
istry and ULESCO officials in curriculum reform and the normal, secon-
dary and primary levels of education, as well as assisting with text-
book productior.. The Ministry's division of textbook preduction has
already henefitted from several US advisors and virtually all of its
personnel have received training in textbook and didactic material
preparation through USAID participant training programs.

In addition a full-time expert for two years will assist the
Ministry in the fields of educational administration, accounting, sta-
tistics and budgeting. He will receive supplemerntary assistance from
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a grant funded technician under the USAID's general Budgeting
and Accounting project. Finally shorter-term assistance will
be provided in such areas as audio-visual and bilingual edu-
cation and other educational innovations. The total cost of
loan funded technical assistance will be $225,000, plus UNESCO
and Peace Corps assistance and grant funded technical assistance
and participant training as required.



B. Implementation Plan

1. Target Dates: The following dates are expressed in terms
of time elapsed from date of loan authorization, which 1s expected
to be during June, 1970.

a. Authorization by AID/W - June, 1970.
b. Authorization plus two months - August, 1970.

1) Draft Loan Agreement and Implementation lLetter
No. 1 submitted to GOP.

¢. Authorization plus three months - September, 1970.

1) Signature of loan agreement.
d. Authorization plus six months - December 1970.
1) Loan ratification by GOP.

2) 1Inclusion of the equivalent of $600,000 in budget
and/or in allocation of PIL U480 funds for 1971 counterpart costs.

3) Written communication of intent to increase
annually the percentage of national budget devoted to education and
to provide funds, estimated at $1,200,000 required to complete
project.

4) Appointment of project administrator.

5) Selection of firms or irdividuals to provide
technical assistance and supervisory engineering services.

6) Final plans, specifications, and drawings completed
for first year's construction.

7\ Conditions precedent to first disbursement fulfilled.
8) Commitment of initial $2.2 million of loan funds.

e. Authorizaition plus seven months - January, 1971.

1) Comitments by GOP begin and first disbursement
is made. '

f. Authorization plus ten months - April, 1971.
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1) Ministry of Education and USAID review counterpart require-
ments and proposed 1972 budget,

8. Authorization plus eighteen months - December, 1971,

1) GOP approval of reorgenization of Ministry of Education.

2) coP approval of regulations governing teachers' employment,
training, promotion, and salary.

3) Maintenance program for schools adopted by Ministry,

L) Revised curricula for primary, secondary and normal schools
partially adopted by Ministry,

5) Adoption and beginning of implementation of plan to decentral-
ize appropriate administrative and educational responsibilities to Regional
Education Centers.

6) Adoption of budget for second calendar year of operations
with adequate funds by legislature,

7) Authorize commitment of up to $1.4 million additional of
loan funds,

h. Authorization plus twenty-four months - June, 1972,

1) Authorize commitment of remaining loan funds, $0.6 million
subject to satisfactory performance.

Prior to making the second and third disbursements under the loan the
Ministry and the USAID will hold annual meetings to review progress and
problems in implementing this Project and in attaining the objectives of
the Ministry's Educational Development Plan. In conducting the review,
special attention will be given to the adequacy of financing both for the.
project per se and the expanded continuing requirements of the Ministry
as set forth on page 4. The attached table outlining GOP Education
Plan goals and the contribution of the loan in achieving these objectives,
as well as the Tentative Annual Review Check List (see Annex II-0) will
serve as a point of departure for the review. The meetings will serve
to analyze progress and problems. The mechanism for conducting these
reviews will be set forth in a USAID Implementation Letter.
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1.

Relationship Between GOP Educational Plan
Targets and Proposed Loan

GOP Education Targets

General Administration

a.

Replace sub-Secretary with
Director General, creation of a
Superintendency for Supervision,
Educational Orientation Service,
and Auditing Department.

Improve general accounting and
budget preparation and execution.

Consolidation in number of depart-
ments reporting to Minister and
Director General.

Educational budgets to give better
balance between investments and
current expenses,

Improve system of collecting data
and increase research.

Delegation of administrative and
administrative educational responsi-
bilities from Ministry to Regional
Centers.

Contribution of Loan to Meeting Targets

General Administration

a,.

Already accomplished.

Being assisted through USAID grant
funded technical assistance.

Being accompiished by MOE without
assistance. Project implementation
office under loan will ensure internal
coordination within Ministry.

Loan will permit greatly increased in-
vestment budget and substantial increase
in education budget (estimated to in-
crease from 13.3% of mational budget in
1970 to 15.5% by 1974) to meet goal.

Technical assistance will be provided for
establishing data retrieval system. Re-
search component included within SIE and
project implementation components of loan.

Creation of additional centers and
strengthening their ability to exercise
leadership on primary and secondary
schools within their zones of influence.
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g. Creation of a career teaching service
with adequate remuneration, qualified
personnel, and advancement opportuni-
ties.

Primary Education

a. Reduce drop-out rates from level of
over 827 by grade 6 by transforming
incomplete schools (less than 6 grades)
into complete schools, revise the pro-
motion system, and attack bilingualism
problems.

b. Revise curriculum to put greater
emphasis on terminal education, and
agriculture, home economics, shop and
basic science education.

¢. Increase percentage of school age popu-
lation (7-14) enrolled from 83.6% in
1969 to 897 in 1974 (a total additional
enrollment of 88,000 students).

d. Construct a total of 897 public school
classrooms in period 1969-1974,

g. Loan will make possible closing of sur-
plus normal schools (and conversion to
secondary schools), establish_ment of
teacher education as a post-secondary

" level training, reduction of supply of
new teachers to level of demand.

Primary Education

a. Work with GOP to establish target for
reduction of dropouts. Loan will pro-
vide 120 new six-year schools. Technical
assistance funds available for study of
bilangualism. Twenty major primary
schools constructed under loan will have
responsibility for assisting and super-
vising other primary schools in their
zones.,

b. Technical assistance in curriculum re-
vision. Textbook program which will
make possible adequate supply of basic
texts throughout primary system.

c¢. Primary schools and regional centers
constructed under loan will provide for
33,000 of 88,000 students,

d. Loan will provide for approximately
600 primary classrooms.
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e. Provide 2,682 new teaching positions
in period 1969-1974 (an average of
447 annually throughout period).

f. Decentralize supervisory offices by
1971, and bring primary schools
which are part of other departments
into the Primary Education Depart-
ment by the end of 1970.

Secondary Education

a. Change curriculum to provide for
elective specialization in second
cycle of secondary education.

b. Development of texts and new teach-
ing materials for secondary educa-
tion bv 1973

c. Increase percentage of school age
children (12 te 18) enrolled in
secondary education from 15.3% in
1969 to 21.5% in 1974 (a total
additional enrcllment of 33,231).

d. Construct a total of 185 new pub-
lic school classrooms in period
1969-1974.

e. Loan will provide for better qualified
teachers, graduating approximately 500
new well qualified teachers annually
by 1974.

f. To be done by Ministry without loan
assistance.

Secondary Education

a. Curriculum technical assistance, in-
service training in required specialties,
adequate facilities in normal school
and regional centers.

b. Technical assistance in didactic
materials development,

c. Loan will provide directly for only
2,000 of the additional enrollment, but
freeing of present normal schools for
basic cycle will make available about
4,000 additional places. Annual reviews
with GOP and coordination with IBRD will
explore realism of this goal.

d. Loan will provide about 30 new class-
rooms for use at secondary level. Pro-
posed IBRD loan will provide bulk of
additional. )
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4.

Other

a. Increase the percentage of the
national budget devoted to
education.

b. Adequate maintenance for schools.

¢. Executive implementation of the
loan, and coordination and plan-
ning of foreign assistance.

d. Introduce general use of text-

books in all primary grades.,

a.

Other

Through annual reviews, tranching, PL 480
negotiations, and other measures seek

to obtain following increases: 1971 -
147, of national budget; 1972 - 14,5%;
1973 - 15%; 1974 - 15.5%. as minimum,

Establishment of sinking fund for main-
tenance of 2% of value of buildings
constructed under the loan, beginning
in CY 1973.

Creation of Office of Project Administra-
tion under leadership of Director

General of Education, with representation
by Chief of Planning and USAID repre-
sentative.

Production of 480,000 copies for all
six grades of primary school. Intro-
duction of textbook sale and rental
system,
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C. Conditions and Covenants

In addition to the usual covenants and conditions, the Project
Committee recommends that the Loan Agreement contain the following:

A. All gooas and services financed by the loan for the Project
shall have their source and origin in the United States or the
nations of the Western Hemisphere south of the United States, with
the exception of Cuba. Ocean Shipping financed with loan funds
shall be procured from the United States and marine insurance
financed under the loan shall be placed with a company authorized
to do marine insurance business in any State of the United States.

B. Prior to and as a condition to the disbursement of Loan
funds to finance any particular construction contract, Borrower
shall, in form and substance satisfactory to AID, furnish USAID:

1. Evidence that all necessary righis to the land have been
obtained.

: 2. Final engineering designs and specifications for the
specific school; and

3. An executed contract with & qualified construction firm
satisfactory to AID and the Borrower.

C. Prior to and as a condition for the first disbursement under
the loan, the Borrower shall appoint a Project Administrator who
will have the authority and responsibility to coordinate all agpects
of the project, including both construction and qualitative improve-
ments within the primary and secondary school system.

D. Prior to and as a condition for the first disbursement under

the loan, the Borrower shall covenant to provide $1,800,000 during

calendar years 1971, 1972, and 1973 in support of this project, and

& schedule, satisfactory to AID, for its contributions. 1In addition,

the: Borrower shall pledge its best efforts and intent to substantially increase
the percentage of the national budget for education,

E. Prior to and as a condition for the first 4isbursement under
the loan, the Borrower shall, in form and substance satisfactory

to AID, contract for a period of up to three years with an independent
consultant engineering firm or individual with authority to approve
final engineering designs and specifications, recommend construction
contract awards, supervise construction, and certify AID disbursement
roqueatl,tbr & period of up to three years.,
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F. Prior to and as a condition precedent to the first disbursement
for the first year's construction under the loan, the Borrower shall,
in form and substance satisfactory to AID, contract for long term
technical assistance of educational administration and curriculum
development for periods of up to two years, and such short term
assistance as may be necessary to begin implementation of the loan.

G. The Ministry of Education shall covenant its responsibility
and intent to implement as promptly as feasible the following
reforms included within its Educational Development Plan:

1) Planned organizational changes within the Ministry of
Education; 2) Establishment of a career teaching service, which
will provide remunerations as an incentive for participation in
in-service training, which will make possible the gradual elimination
of unqualified teachers and the elim’;ation of surplus graduates from
norml schools; 3) Education reforms for the primary, secondary and normal
schools, including curriculum reform; 4) Adoption of a plan for the
delegation of educational and administrative responsivilities to the
Regional Centers and a plan to increase the role of the Centers in
the improvement of other primary and secondary schools within their
zones of influence; 5) Adoption of an adequate maintenance plan
for all schools financed under this loan.
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SECTION IV . ISSUES

The USAID forwarded an IRR for this project in October 1969.
AID/W requested a re-organization of the IRR in order to focus on

a) Major educational problems in priority order;
b) S8trategy of activities proposed to address these problems; and
o) Funding arrangements related to strategy.

In December the IRR was re-submitted in the requested form, and
in February the CAEC authorized intensive review of the project. The
CAEC requested that the IRR give anpha_uis to the following issues:

A, The CIAP review, GOP fiscal and foreign trade performance
and the availability of local currencies in light of requirements for
the Trans-Chaco Road. For the past two years CIAP has urged the GOP
to put greater emphasis on directly productive enterprises, agriculture,
and education, as opposed to long-range physical infrastructure projects.
This loan preposal is a diract reflection of the strong interest of the
GOP in educational improvement. In recent conversations with Agsistant
Secretary of State Meyer, the GOP requested U.S. support, both bilateral
and multilateral, for loan assistance in education (specifically this
proposed loan and possible future assistance from the IBRD), agriculture
(primarily through a proposed IDB loan and PL 480 assistance), and an
airport terminal needed for the recently finished landing field, Thus,
only one of the GOP’s top priority requests for foreign lending
assistancei inthe field of physical infrastructure,

Paraguay’s foreign trade situation has improved dramatically over
the past six months, and it is anticipated that Paraguay’s exports
in 1970 will be about $57 million or $5 million more than in 1969.
The first three months of 1970 compared with 1969 showed the following
significant diffsrences:

December 31, 1969 March 31, 1970

Exports $ 7.1 million $11.6 million
Imports $17.1 million $13.9 million
Not Foreign Exchange

Reserves $ 1.3 million $ 5.8 million

The GOP is making serious efforts to reduce red tape and offer
special incentives to exporters, such as reduction of some export taxes.
The recently formed Export .Pronotion Center is receiving high level GOP
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support and is an important factor in improving Paraguay’s export
situation.,

The fiscal situation has also shown an improvement in 1970, with
receipts during the first three months increased over $imillion or
7.2% over a similar period in 1969. The GOP has introduced a new
income tax bill, which is now under active consideration by the Congress.
It 18 anticipated that the law will be passed shortly to become effective
July 1, 1970. While there is little doubt that the need to provide
counterpart for the Trans-Chaco and other active loans over the next
five years will place strains on the budget, we have concluded that the
GOP can and will make avallable sufficient counterpart for this project
and increase the budget of the Ministry of Education each year,
Priority will be given in future PL 480 Title I loans to making proceeds
available in support of this loan,.

B. Technical Assistance and Improving the Managerial Capacity of
the Ministry of Education. The GOP has consistently taken thn position
trat it welcomes technical assistance, but for economic and domestio
political reasons has great difficulty in justifying loan financing
large amounts of technical assistance. Like other Latin Americans, the
Paraguayans are also becoming increasingly resentful of U.S. ”“paternalism”
and feel they have the techmical capacity to implement most aspects of
the loan. The USAID believes that the proposed loan contains sufficient
technical assistance to ensure successful implementation of the loan,
when other sources of technical assistance such as UNESCO and the
Peace Corps are considered.

The loan will specifically finance following technical assistanoce:

Architectural and Engineering Services scceseeeasssess 3 years

Educational Administration and Planning eceeceeseseses 2 yoars

Curriculun Develoment #sessssessssessnnnavansasacrs 2 years

Short term assistance in fields such as textbook preparation,
audio-~visual education, bilingual education and other
educational innovations.

In addition to the above loan funded assistance, estimated at
$225,000, the USAID plans to provide $100,000 annually, primarily for
participant training and additional short term technical assistance.

Because of the very close working relationships between the USAID,
the UN and Peace Corps, their technical assistance (See Section II A-6)
consisting of six UNESCO technicians working with the Superior Institute
of Education and ' Peace Corps volunteers working with the regional
centers should also be regarded as part of the technical assistance
eleent of this loan project and loan financing in support of the Peace
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Corps is proposed. Finally, assistance in budgeting and accounting
will continue to be provided on a part-time basis by a USAID grant
funded technician,

The formation of an Office of Project Administration within the
Ministry of Education, to consist of well-qualified full-time personnel,
is a major step forward in improving the managerial capacity of the
Ministry of Education (see Section III A). The creation of this office
will provide not only for the successful implementation of this loan,
but also ensure that the World Bank loan now under development will be
closely coordinated both in planning and execution. The amount of
loan project funds programmed for this Office during the three year
period of the loan is §287,000.

C. Selection of Loan Conditions and Targets, Loan Management

" and Educational Innovations. The loan conditions have been carefully
designed to ensure that the loan serves as a real stimulus for
educational reform and innovation - not just a achool construction
program. For this reason, primary emphasis i1s placed in obtaining

a GOP commitmert to increasing the percentage of the national budget
avallable for education and actually implementing the refomms outlined
in the Plan, The propooed disbursement of funds in three tranches is
designed to ensure that the GOP actually implements the planned reforms
and obtains local resources.

We are encouraged by the Ministry of Education’s detemmination to
establish a speclal office which will be responsible for the
lmplementation of this loan as well as the development and implementation
of other loans - such as the one under development with the World Bank.
A rmall group will determine policy for the loan implementation office
(one which can be expanded to include representation by the United
Nations, World Bank, and others as appropiate). The office will be
centrally located within the Ministry with access to all the Departments
of the Ministry of Education. Finally, the office will consist of
qualified, full time personnel - either on a direct hire or contract
basis.

We also believe that the loan provides for significant educational
innovations. First, there will be a complete change in the nommal
school system, which will become a post-secondary specialty. Surplus
normal schools will be closed and the supply of teachers brought into
line with demand. Second, the entire curriculum at the primary and
secondary level will be revised to make it more relevant, and give
the student more opportunity to select courses. Third, for the first
time textbooks will become available throughout the primary school
system - making it possible to break out of the rote leamning system,
Fourth, a considerable decentralization of both administrative and
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educational functions will be made from the Ministry to the Regional
Education Canters, Fifth, a combination of in-service training and
regulations governing work conditions, salaries, promotions, eto.,

will make it possible to upgrade the quality of Paraquay’s teachers,

and establish & carcer teaching service, Finally, it will be possible

to initiate educational experimentation and innovations such as utilizing
new methods of teaching mathematics and sciences, automatic promotion

in lower grades, use of radio in education and investigating the problems
assoclated with guarani and spanish teaching, etc. The study of these
possible innovations will naturally teke time and require careful
research - such as the study now under way to determine the more deep-
seated reasons for Paraguay’s very high drop-ou’ rates,

D, Availability of Adequate Financing. Annex IV contains the
letters of the Minister of Education and the Minister of Finance pledging
the avallability of $1.8 million in counterpart funds and the intention
of increasing the perceniage of the national budget devoted to education,

Given continued PL 480 Title I
loan agreements over the next two years, we foresee no difficulty in
the GOP providing the necegsary $1.8 million counterpart. Even without
PL 480 assistance the GOP will be able to meot its counterpart contribution,
although with some difficulty. The GOP has taken the commitment to
increase the percentage of the budget devoted to education extremely
seriously, and realizeg this commitment involves an adjustment in national

priorities.

Loan conditions and the tranching of releases assures the availability
of the required counterpart and increases in the budget through 1973 and
probably through 1974, Although it is impossible to guarantee that the
GOP will continue to increase substantially the Ministry of Education's budget
there are several factors which will maintain pressure to do so., First,
the GOP wishes a loan from the World Bank aimed primarily at secondary
technical and vocational education which will probably be ready to
begin implementation around CY 1973 or 1974, and which will undoubtedly
have significant counterpart requirements. The Minigstry has also
indicated that it will probably seek a follow-on loan to the AID loan
now being proposed. The knowledge that successful porfommance on the
Presently proposed loan and contlinued increases in the percentage of the
national budget devoted to educaticn will be a pre-requisite for
considering a second loan will serve as a powerful stimulus to mesting
commitments.

The USAID has considered and rejected the desirabllity of seeking new
special tqxes for education. Paraguay already suffers from many
uncoordinated earmarked taxes and 183 moving in the direction of a
retlonalization of its tax system, (a request for technical asslstance
to do so was recently made by the GOP). We believe that the answer
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lies with taxes with broader incidence and stricter enforcement, Over
the past year, the GOP has introduced some inportant new taxes and
improved administration of cxisting ones. The Congresa currently has
under consideration a proposed new income tax which it is believed will
become effective about July 1, 1970,

E. Coordination with Other Agencies. The USAID and the Ministry
have coordinated closely with other forelgn assistance agencies. Once
it was known that the World Bank had an interest in assisting secondary
vocational and technical education, the USAID and the Ministry shaped the
loan to concentrate on other elements of the educational system. Although
continued emphasis will be placed on agricultural vocational education at
the secondary level, this will be limited to an augmentation of the
programs initiated by the USAID and restricted to. the Regional Education
Centers. Through a small PL 480 grant ($40,000) and frequent contacts
with the Carlos Pfannl school we have assured ourselvss there is no
conflict between agricultural education activitice ander the loan and
their programs.

The IDB 15 also considering including within a proposed new
agriculture loan assistance to tho CREA (Regional Centors for Agricultural
Education) system at the primary lovel. This aspect of their loan will
require coordination with the IERD and, to a lesser extent with the
USAID, In order to achieve the maximum coordination, a sub~committee
of the International Organizations monthly meetings will be established
in Asuncion consisting of representatives of the USAID, UN, OA3, and the
IDB. This group will meet with the Ministry of Education, Ministry of
Agriculture, and lational University as appropriate. Unfortunately, as
yet there is no representative of the World Bank in Agunnion who would
be appropriate to participate in these meetings.

Finally,iir vy board of the Office of Project Coordination within
the Ministry of Education charged with adninistering this loan and
developing new loans can he cxpanded to include represontatives of the
other international organizations - particularly the United Nations. In
brief, given the snall size of Paraguay and the very frequent contacts
among the international agencies we aro satisfied that adequate coordination
of AID, Viorld Bank, UN and IDB activities will take place.

F. Evaluation of th= Ministry of Education’s School Construction
Department. The peraanent staff of this department consists of 1 Director
(an Architect), 1 Chief Architect, 1 Engineer, 2 construction inspectors,
and § draftsmen (cach of whem hag completed 5 years of training in
architecture at the Hational University), and clerical staff. In the
past seven years this Department has programmed and supoervised the
construction of 520 claasrooms, al a coat of about $895,000, oxclusive of
self-help labor and materials, plus three Reglonal Contors at a cost of
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$652,000, It is presently performing planning and programming for
about $240,000 worth of educational facilities construction for CY 1970,

The Department Director received three months of speclalized training
in school design and construction at CONESCAIL in Mexico City. He worked
S years on the Rural Education Development Project, under which the
existing Regional Education Centers were built,

The Construction Department has been improved since completion of
the first group of Regional Centers. Its pexmanent staff has been
increased by 81x, including the graduate engineer, second graduate
architect and four draftsmen. The capability of the Director himself was
added to through experience with the earlier Regional Centers. Perhaps
of greater significance is the Director’s leadership in setting higher
staff performance standards, partioularly in plans, specifications and
construction supervisior,

The designs contemplated for use under the proposed loan draw
heavily on satisfactory experiences with numerous primary schools and
the four existing Regionsl Education Centers. They use materials and
technology well known in Paraguay. For all institutions a system is
proposed under which modules can Le repeated in a number of locations and
arrangements © fit' requirements of each site. It 1s to the credit
of the Department that they opted for well tried methods and low costas
rather than prestigeous concepta.

The caliber of work done on preliminary designs for this proposed
loan, and the caliber of previously executed design work, indicates
that the Construction Department has all basic knowledge and capabilities
requisite for preparing satisfactory designs and cost estimates. It has
more background in the speclalty of educational facilities than any other
technical group in Paraguay. This Department shall be augmented with
additional staff and funding so that it will have the capacity to produce
all documents within the required time. Through these projects the
Ministry’s permanent Construction Department will accumulate experience
which will be valuable to education in Paraguay over the future. Although
adequate for Paraguayan conditions and practices, plans and specifications
are not to a depth of detail usual under U.S. practices, which helps
Prevent problems in construction and contract administration. Under the
loan a competent bilingual advisor could transfer U.S. technology in these
areas to the benefit of the Construction Department,

In order to exercise satisfactory control over the quality and progress
of work to be carried out, the Ministry has agreed that the staff of this
Department will be augmented and placed on a full-time basis; and some
minor org:znizational changev made. The engineering consultant, who will
work full-time in the Construction Department Offices, would advise on all
aspects of conatruction supervision.
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Maintenance of most buildings has been inadequately funded. As
indicated in the section on Engineering Analyais, the Constxuotion
Department will establish a maintenance program, inocluding preventive
maintenance, and will be provided funds from the Ministry’s regular

budget to implement such a program.
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AID 1240-2 (4-70) ANNEX T

Exhibit A, Pg 1 of 19
CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right-hand margin, for each item write answer or, as apprc)iriate,
a summary of required discussion. As necessary, reference the section(s)
_of the Capital Assistance Paper, or other clearly identified and available
document, in wnich the matter is further discussed. This form may be made
a part of the Capital Assistance Paper.

The following abbreviations are used:

FAA - Foreign Assistance Act of 1961, as amended by the Foreign Asisistance
Act of 1968,

App. - Foreign Assistance and Related Agencies. Appropriations Act.
MMA - Merchant Marine Act of 1936, as amended

COUNTRY PERFORMANCE

Progress Towards Country Goals

The Government of Paraguay has made sub-

1., FAA 8.208; &.251(b). stantial progress in new programs design-
ed to increase food production. Du. ng
A. Describe extent to which the period 1964 to 1969 production of
country is: - wheat increased from 8,800 MI to 32,000

MI, soybeans from 10,000 MT to 22,000 MT,
and rice from 20,000 MT to 27,100 MT.
Further expansion of food production is
planned. The IDB has proposed a loan of
approximately $5 million to increase
food storage and distributicn facilities.

(1) Making appropriate efforte

to increase food production The GOP investment law (Ley No. 246, Feb. ~
and improve means for food 25, 1955) offers advantageous temms for
storage and distribution. foreign investors. A recently created

private development baik has partici-
pation from foreign investors and will
receive a loan from the GOP. The GOP
has repeatedly encouraged foreign private
investors and strongly supports A.I.D.’s
(2) Creating a favorable climate investment guarantee programs.
for foreign and domestic private
enterprige and investment.
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(3) Inoreasing the pwlic's
role in the developmental
process.

(4) (a) Allocating available
budgetary resources to
developmen*.

(b) Diverting such
resources for unnecessary
military expenditure (see
also Item No, 18.) and

intervention in affairs of
other free and independent
nations. (See also Item No, %17.)

(5) Willing to contribute funds to

the progject or program,

UNCLASSIFIED
ANNEX I
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This education project, the recent
creation of regional development
committes in the principal cities
outside Asuncion, and a proposed
Municipal Development Bank will
increase the public's role in the
development process. The GOP
provides land to colonists and
technical assistance to small
producers.

Paraguay allocates a substantial
portion of its national budget to
development.

AID/W has reviewed the level of
Paraguay's military expenditures
and found it to be within acceptable
limits. A considerable part of the
efforts of the Army's Engineer
Command is dévoted to constructiun
of Farm to Market roads. There 1is
no known intervention in other
countries affairs.

The GOP is making a substantial
contribution ($1.8 million over
three years) to the project and has
pledged itself to increase the
percentage of the national budget
devoted to education,
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B,

(6) Making economic, soctial,

and political reforms such as

tax collection improvements and
changes in land tenure arrangémente,
and making progress toward respect
for the rule of law, freedom of
expresgion and of the press, and
recognizing the importance of
individual freedom, initiative,

and private enterprise.

(7) Adhering to the principles of
the Act of Bogota and Charter of
Punta del Este.

(8) Attempting to repatriate capital
invested in other countries by ite
o.n citisens.

(9) Otherwise responding to the vital

economie, political, and social

concerns of ite people, and demonstrating
a clear determination to take effective

self-help measures.

UNCLASSIFIED
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The GOP has recently
passed eight tax measures
which, together with
improved collection efforts
increased tax revenues from
Gs.6.7 billion in 1967 to
Gs.8.5 billion in 1969. A
revised income tax law is
now under consideration by
the Paraguuyan Congress.

Paraguay adheres to the
principles of the Act of
Bogota and the Charter of
Punta del Este.

Not applicable since
Paraguay's investment in
other countries 1is
negligible.

A new Constitution wvas
adopted in Nov. 1967, which, -
by providing a popularly
elected bi-cameral legis-
lature, increases popular
participation in govern-
ment. Paraguny is demon-
strating a clear determi-
nation to take effective
gself-help measures as

shown by recent increase in collection of various kinds of taxes, and
contributions from its own sources toward agriculture and educational

reform.

The GOP has demonstreted its determination to implement
Are above factors taken into account in

the furnishing of the subject assistance?

CIAP and A.I.D. recommended
self-help measures.

The above factors have been
taken into account in the
furnishing of subject
assistance.
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Treatment of U.S. Citiaens

2.

Faa 8.620(c). If assistance ie
to govermment, i8 the govermment
liable as debtor or unconditional
guarantor on any debt to a U.S.
citizen for goods or services
furmighed or ordered where (a)
such citiazen has exhausted
available legal remedies and

(b) debt is not denied or
contegted by such goverrment?

FAA 8.620(e)(1). If asaistance
18 to a govermment, has it
(ineluding govermment agencies or
subdivigions) taken any action
which has the effect of national-
1aing, expropriating, or otherwise
seiaing-ownership or ocontrol of
property of U.S. citizens or
entities beneficially owned by
them without taking steps to
digcharge ite obligations

toward such citizens or entities?

App. 8,106, If cowuntry attempts
to create distinctions because
of their race or religion among
Americans in granting personal
or commercial access or other
rights otherwise available to
U.S. citizens generally, what
steps (will be) (have been)
taken during loan negotiations
to influence elimination of such
digtinctiona?

UNCLASSIFIED
ANNEX I
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No such cases are known to exist
in Paraguay.

Not applicable.

No such actions have been taken

in Paraguay, and it appears reason-
ably certain that no such action
will be taken.

o\
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5. FAA_#.620(0); Fi iermen's Protective

Act. 8.5. If co ntry has seized, or

imposed any pen.lty or sanotion against,

any U.S. fishing vessel on account of

its fishing activities in international

waters,

a. has any deduction required by
Fighermen's Protective Aot been made?

b. has complete denial of assistanoce

been considered by A.I.D. Administrator?

Relations with U.S. Govermment and Other

Nations
6. FAA 8,620(d). If assigtance ig for

any productive enterprige which will
compete in the U.S. with U.S. enter-
prise, is there an agreement by the
recipient country to prevent export
to the U.S. of more than 20% of the
enterprige’'s anm.il production during
the life of the loan?

FAA 8.620(j). MHas the country
permitted, or failed to take
adequate measures to prevent, the
damage or destruction by mob aotion,
of U.S. property?

UNCLASSIFIED
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Not applicable to Paraguay as
it 1s inland country without
any fishing activity in
international waters.

Not applicable.

Fot applicable.

Not applicable.

There have been no incidents or
damage by mob action of U.S.
property in Paraguay. Adequate
measures have been taken to
prevent them.

rlb
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8,

10,

11,

12,

FaA 8.620(1), If the country has
failed to institute the investment
guaranty program for the specific
rigks of expropriation, in con-
vertibility or oconfiscation, has the
AJI.D., adninistration within the past
year considered denying assistance to
such govermment for thie reason?

FAA §.620(q)., Is the govermment of

the reoipient country in default on
interest or principal of any A.I.D.
loan to the country?

FAA 8.620(t). Has the country
severed diplomatic relations with
U.S.? If so, have they been resumed
and have new bilateral assistance

agreements been negotiated and entered

into since such resumption?

FAA 8.620(u). What ie the payment
status of the country's U.N.

obligations? If the country is in
arrears, were such arrearage taken

into account by the A.I.D. Administrator

in determining the current A.Il.D.
Operating Year Budget?

FAA 8.620(a);: App. 8.107(a)_and (b),
Does recipient oowntry furmish
assigtance to Cuba, sell strategic
material to Cuba, or permit ships or
aitreraft under its flag to oarry
ocargoes to or from Cubag.

UNCILASSIFIED
ANNEX I
Page 6 of 19

Paraguay has signed a Specific
Risk Guarantee Agreement with
the U.S.

Paraguay is not in default on
interest or principal on any
A.I.D. loan.

Not applicable. Paraguay has
consistently maintained diplo-
matic relations with the U.8.

Paraguay is not delinquent on
its U.N. obligations.

According to the best infor-
mation available, Paraguay
allows none of the proscribed
activities.
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FAA 8.620(b). If assistance i8 to a
government, has Secretary of State
determined that it is not controlled

by the international Communiet movement.

FAA 8.620(f), App, 8.109. Does

vecipient country have a communigt
government

FAA 8.620(i). Is recipient country
In any way involved in (a) subversion

of, or military aggression againat, the

u,S. or any country receiving U.S.

assistance, or (k) the planning of such

subversion or aggregsion.

FAA 8.620(n); App. 107(b) and 116,
Does recipient country furnigh goods
to North Viet-Nam or permit ships or
aircraft under its flag to carry
cargoes to or from North Viet-Nam?

Military Expenditures

17.

FAA B. 620(s). What percentage of
country budget is for military
expenditures? How much of foreign
exchange resources spent on military
equipment? How much spent for the
purchage of gophigticated weapons
syetemg? (Consideration of these

points to be coordinated with PPC/MAS.)

UNCLASSTIFIED
ANNEX I
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The Secretary of State has
determined that Paraguay is not
controlled by the communist
movement.

Paraguay does not have a
communist government.

Paraguay is not in any way so
involved.

According to the best infor-
mation available, no Paraguayan
ships or aircraft transport
cargoes to or from North
Viet-N&m.

Nineteen percent of Paraguay's
budget for 1970 is for military .
expenditures. An estimated
$1.2 million in foreign exchange
resources were spent on military
equipment in 1969. No funds
were expended on sophisticated
weapons systems. AID/W has
determined that Paraguay is not
devoting an unnecessary percent-
age of its budget for military

purposes.

14
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18,

App. 8.119. How much spent by country
ﬁing' current U.S. fiscal year for
sophisticated military equipment
purchased since January 1, 1968?
Has corresponding amount been
deducted from current OYB, or is

the weapons purchase determined by
the President to be important to
U.S. national security? (Responses
to these questions to be coordinated
with PPC/MAS.)

CONDITIONS OF THE LOAN

General Soundness

19,

20,

FAA 8.201(d). Information and
conclusion on reasonableness and
legality (under laws of country and
U.S.) of lending and relending terms
of the loan,

FAA 8.251(b)(2); 8.251(e).
Information and conclusion on
activity's economic and technical
soundness.
to a multilateral plan, and the amount

UNCLASSIFIED
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Paraguay has not purchased and
does not intend to purchase
sophisticated military equipment.

Loans terms are consistent with
U.S. and Paraguayan laws. The
lending terms of the loan are
considered reasonable in comparison
with other sources of financing
available.

The activity is concluded to be
economically and technically sound.
The application for this loan, plus

If loan i8 not made pursuant detailed discussions before and

after receipt of the application,

of the loan exceeds $100,000, has country give sufficient information and

submitted to A.I.D. an application for
such funds together with assurances to
indicate that funds will be used in an
economically and technieally sound
manner,

assurance that the funds will be
used in an economically and
technically sound manner.
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21,

22,

28.

24,

FAA 8.251(b). Information and
conclugion on capacity of the
ccrmtry to repay the loan,
ineluding resonableness of
repayment prospects.

FAA 8.611(a)(1). Prior to signing
of loan will there be (a) engineer-
ing, financial, and other plans
necessary to carry out the asgistance
and (b) a reasoncbly firm estimate
of the cost to the U.S. of the
assistance?

FAA 8.611(a)(2). If further
legiglative action is required within
recipient cowntry, what 18 basig for
reasonable expectation that such
action will be completed in time to
permit orderly accomplishment of
purposes of loan?

FAA 8.611(e). If loan is for capital
asgstatance, and all U.S5. assistance

to project now exceeds $1 million, has
Mission Director certified the country's
capability effectively to maintain and
utiliase the project? ,

FAA 8.251(b). Information and
conelusion on availability of finanaing
from other free-world sources, inoludi
private sources within the United States.

UNCLASSIFIED
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It is concluded that Paraguay has
the capacity to repay and that
there is reasonable assurance of

repayment.

The cost to the U.S. has been fixed
by the amount of dollar loan, which
is based on reasonably sound esti-
mates of construction and other
costs. 1In arriving at these costs,
rast cost figures for existing
Regional Education Centers have
been analyzed and the services of a
TDY school architect employed.
There will be architectural, con-
struction, and financial plans
prior to signing of loan.

Iegislative action will be required
to increase the percentage of the
national budget devoted to education
However, based on assurances from
the Executive branch and discussions
with Congressional leaders, there is
a reasonable basis to anticipate
that legislative action will be
taken in time to permit orderly
accomplishment of loan purposes.

See ANNEX I for Misaion Director's
certification.

Other free-world financing is not
available for this project; although.
IDB and IBRD are planning comple-
mentary louns which will be care=-
fully coordinated with this loan.
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Loan's Relationship to Achievement
of Country and Regional Goals

FAA %.207; $.251(a). Extent to
which aasistance reflects
appropriate emphasis on; (a)
encouraging development of dem-
oeratic economic, politiecal, and
soctal institutions; (b) self-
help in meeting the cousntry's

food needs; (c) improving avail-
ability of trained manpower in

the country; (d) programs designed
to meet the country's health needs,
or (e) other imporiant areas of
economic, political, and social
development, including indvatry;
free labor unions, cooperatives,
and voluntary agencies;
transportation and communication;
planning and public administration;
urban development; and modernization
of existing laws.

26,

FAA §.209., Is project gusceptible
of execution as part of regional
project? If so why i project not
so executed?

27,

FAA §.251(b)(3). Information and
conclusion on activity's relation-
ghip to, and consistency with,
other development activities, and
its contribution to realizable
long-range ob jectives.

28.

10

UNCIASSIFIED
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The assistance will contribute towards
these goals by providing:

(a) Better educational opportunities for
the people of Paraguay, particularly in
rural areas. The Regional Education
Centers will participate directly in
local and regional economic and social
development activities.

(b) The loan will assist in increasing
food needs through the agricultural
vocational specialty which will be of=-
fered in the Regional Education Centers
and through changes in the curriculum
which will put greater emphasis on
agricultural production. ‘
(c) The major objective of this loan is
to improve the quality and quantity of
Paraguay's manpower through improved
tducation.

(d) This loan will indirectly assist in
meeting the country's health needs
through emphasis on health and sanita-
tion in the school curriculum, and in
home economies courses.

(e) The loan will increase the role of
Regional Education Centers, and nuclear
schools at the primary level, to play

a major role in the economic and social,
as well as educational, development of
their regions.

The project is not susceptible of
execution as part of a regionmal project.

This project has been designated a high
priority by both the GOP and CIAP.

T
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a9,

30,

31,

FAA 8.251(b) (7). Information

and conclusion on whether or

not the activity to be financed
will contribute to the achievement
of self-sustaining growth,

FAA #.281(a). Deseribe extent

to wnich the loan will contribute
to the objective of assuring
maxtman participation in the task
of economic development on the part

of the people of the country, through

the encouragement of democratie,
private, and loeal governmental
ingtitutions,

FAA 8.281(b). Deseribe extent to
which program recognizes the
particular needs, desires, and
capacities of the people of the
country; utilizes the country's
intellectual resources to encourage
institutional development; and
supports civie education and
training in skille required for
effective participation in
governmental and political proocesses
egaential to self-govermment,

11

UNCLASSTIFIED
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Improved quality of education is
essential to attaining self-help
sustaining growth, particularly in
light of the very large percentage
of the labor force (about 80%) with
less than a full primary school
education.

An objective of the loan is to
increase the role of the Regional
Centers in fomenting local community
development. Libraries, sports facil-
ities, and workshops will be utilized
by the general community in a program
of adult education. To the maximum
extent possible local parents groups
will be organized to support school
construction, maintenance, and share
in educational decision-making.

As indicated in 30 avove, the loan will
seek to mobilize local support and
participation. Curricula will be
modified to meet regional needs,
including civic education.
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aa.,

33.

34.

35.

FAA §.601(a). Information
and conclusions whether
loan will encourage efforts
of the country to: (a)
increase the flow of
internaiional trade; (b)
foster private initiative
and competition; (c)
encourage development and
uge of cooperatives, credit
unions, and savings and
loan assoctations; (d)
discourage monopolistic
practices; (e) improve
technical efficiency of

© industry, agriculture, and

commerce; and (f) strengthen
free labor unions.

FAA 8,619, If assistance is
for newly indcpendent country;
18 1t furnished through
multilateral organizations or
plans to the maximum extent
appropriate?

FAA 8.251(n). Informacion and
conclusion on whether the
activity 18 consigstent with the
Jindings and recommendations of
the Inter-American Committe = for
the Alliance for Progress in ite
annuul review of national devel-
opment activities,

FiA 8,251(g). Information and
conclusion on uae of loan to
asetet in promoting the coop-
erative movement in Latin America.

UNCLASSIFIED
ANNEX I
Page 12 of 19

The loan will make a substantial contri-
bution to improve the efficiency of
industry, agri udture, and commerce
through upgrading the quality of education
in these and related fields.

Not applicable.

This loan is in direct support of the 1969
and 1970 CIAP recommendations that
Pareguay place greater emphasis on
proiluctive investments and education.

This loan is not directly related to the
cevelopment of cooperatives, although 1t
is believed that it should provide an
indirect stimulus to formation of
cooperatives.
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36.

FAA 8,209; §.251(b)(8).
Information and conclusion
whether assistance will
encourage regional development
programs, and contribute to the
economie cnd politieal
integration of Latin America.

Loan's Effect on U.S. and A.I.D

Progrum

37.

38.

FAA 8.251(b)(¢4); B.102.
Information and conclusion on
possible effects of loan on

U.S. economy, with special
reference to areas of sub-
stantial labor surplus, and
extent to which U.S. commodities
and assistance are furnished in
a marner consistent with improv-
ing the U.S. balance of payments
position.

FA4 B.601(b). Information and
conclusion on how the loan will:
encouragz U.S. private trade
and investment abroad and how

it will encourage private U.S.
participation in foreign
assigstance programs (including
use of private trade channels
and the services of U.S. private
enterprige).

UNCLASSIFIED
ANNEX I
Page 13 of 19

The loan will promote regional development
within Paraguay through stimulation of local
poles of development. Establishment of two
new Regional Education Centers on the
Brazilian border should promote further
economic integration. The Regional Center
in Encarnacion is already being emulated

by nearby Argentine schools.

The bulk of this loan will be for local
costs, although a substantial amount will
be for foreign exchange pnrchases in the
United States or other countries of Latin
America. Thc loan will have no adverse
effect on the U.S. economy.

Productivity resulting from higher quality
manpower should serve as a stimulus to U.S.
private investment, and private trade should
be encouraged through increased exports of
agricultural products and by-products.

13



AID 1240-2 (4-70)

39.

40,

41,

42,

FAA 8.601(d). If a capital
project, are engineering
and professional services of
U.S. firms and their affil-
tates used vo the maximum
extent consistent with the
national interest?

FAA £.602. Information and
concluaion whether U.S. small
business will participate
equitably in the funnighing of
goods and gervices finance by
the loan.

FAA 8.620(h). Will the loan

promote or assist the foreign
aid projects or activities of
the Communigt-Bloe countrieg?

FAA 8.621. If technical

assistance 18 financed by the

loan, information and conclusion
whether such assistance will be
furmished to the fullest extent
pract.cable as goods and pro fes-
sional and other services from
private enterprise on a contract
basts. If the facilities of other
Federal agenctes will be utilized,
information and conclusion on
whether they are particularly
suitable, are not competitive with
private enterprige, and can be made
avatlable without undue interference
with domestie programe.

14

UNCLAS IFIED
ANNEX I
Page 14 of 19

Approximately $225,000 of the loan will

be used to provide engineering and
professional services. Although untying
policies open procurement of these

services to other latin American countries,
it is anticipated that the GOP will prefer
U.S. assistance.

The bulk of this loan will be for local
costs, however, A.I.D. regulations
regarding U.S. small business will be
complied with when applicable.

Not applicable.

All technical assistance will be contracted
from private individuals and firms.



AID 1240-2 (4-70)

43,

FAA 8.252(a), Total amount of money

under loan which is going directly
to private enterprise, is going to
intermediaie credit institutiona

or other borrowers for use by pri-
vate enterprise, is being used to

finance imports fram private sources,

or i8 otherwise being used to
finance procurements from private
gources,

Loan's Compliance with Specifiec

Requirements

44.

45,

46.

FAA 8.201(d). Is interest rate

of loan at least 2% per annum
during grace period and at least
3% per annum thereafter?

FAA 8.c08(a). Information on

measures to be taken to utilize
U.S. Government excess personal
property in lieu of the procure-
ment of new items,

FAA 8,604(a); App. 8.108. Will

all commodity procurement financed
wider the loan be from U.S, exeept
as otherwise determined by the
Pregident?

15

UNCLASSIFIED
ANNEX I
Page 15 of 19

All loan funds for commodities will
be used for purchases from private
exporters.

Yes.

The loan agreement will require
considering the utilization of excess
property.

Commodities purchased with loan funds
will have their source and origin in
the United States, or other countries
of Iatin America as determined by the
President. Statutory reporting
requirements will be met.

40



UNCILASSIFIED

ANNEX I
| Page 16 of 19

AID 1240-2 (4-70)
47, FAA 8.604(b). What provieion is No bulk commodity purchases are planned.

made to prevent financing commodity

procurement in bulk at prices higher

than adjusted U.S. market price?
48. FAA 8.604(d). If the host country This provision will be included in the

discriminates against U.S. maring loan agreement.
ingurance companies, will loan agree-

mant require that marine imsurance

be placed in the U.S, on commodities

financed by the loan?

48. FAA 8.504(e), If off-ghore procure- Not applicable to this loan.
ment of agricultural commodity or
product s to be financed, is there
provision against such procurement
when the domestic price of guch
commodity ig less than parity?

§0. raA_B8.611(b); App. 8.101, If loan Not applicable to this loan.
finances water or water-related land
resource construction project or
program, ia there a benefit-coet
computation made, insofar as practicablae,
in accordarce with the procedures set
forth in the Memoradum of the President
dated May 15, 19627

b1, F4iA B.611(e). TIf oontracts for This provision will be included in the
congtruction are to be finanoed, loan agreement.
what provieion will be made that
they be let on a oompetitive
bagie to maximum extent praotioable?

16
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ANNEX I
Page 17 of 19

AID 1240-2 (4-70)

§2. FAA 6.620(g). What provision is Not applicable.
there against use of subject
asgigtance to compensate owners
for expropriated or nationalized
property?

§3. FAA £.612(b); 8.636(h). Describe The GOP will contribute local currencies
steps taken to assure that, to the. required for the project to the maximum
maxtmm extent posgible, the country extent possible. There are no U.S.

18 contributing local currencies to owned foreign currencies available for
meet the cost of contractual and this project.

other services, and foreign currencies

owned by the U.S. are utilized to

meect the cogt of contractual and other

gervices.
54. App. 8.104. Will any loan funds No such payment will be made under this
be used to pay pensions, etc., for loan,

military personnel?

55. App. 8.111, Compliance with The requirements for security cleaxa‘ice
requirements for gecurity of U.S. citizen contract personnel will
clearance of U.S. ottizen be followed.

acontract personnel,

17 l( %



AID 1240-2 (4-70)

56.

57,

58,

59.

60,

App., 8,112, If loan is for
capital project, is there
provision for A.I.D. upproval
of all contractors and contract
terma?

App. 8,114, Will any loan
fun e used to pay U.N.

assegsments?

App. 8.115. Compliance with
regulations on employment of
U.S. and local persomnel for

funds obligated after
April 30, 1964 (Regulation 7),

FAA 8.636(C), Will ay loan funds
be used to finance purchase, long=-
term leane, or exchange of motor
v-htele manufactured outeide the
United “tates, or any guaranty of
such a transaction?

4pp. B.407. Will oy loan funds

be uged for publicity or propaganda
purposes within U.S. not authorized
by the Congregal

18

UNCLASSIFIED
ANNEX I
Page 18 of 19

All contractors amd the terms of their
contracts will be approved by USAID.

The loan agreement will preclude such
use of loan funds.

The loan agreement will reflect this
requirement.

Loan funds will not be used to finance
non-U.S. manufactured motor vehicles.

The loan agreement will preclude such

use of loan funds.

Loan funds will not be used for
publicity or propaganda purposes within
the U.S.

n
(,))j



AID 1240-2 (4-70)

61.

62.

63.

FAA §.620(k). If construction
of productive enterprise, will
aggregate value of assigtance
to be furnished by U.S. exceed
£100 million?

FAA 8.612(d). Does the Il.S. own
excegs foreign currency and, if 8o,
what arrangements have been made
for its release?

MMA 8.901.b. Compliance with
requirement that at least 50 per
centum of the gross tonnage of
conmodities (computed separately
for dry bulk carriers, dry cargo
liners, and tankers) financed
with funds made available under
this loan ehall be transported
on privately owned U.S. flag
commercial vessels to the extent
that such vessels are available
at fair and reasonable rates.

19

UNCLASSIFIED
ANNEX I
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Not applicable to this loan.

There is no U.S. owned excess foreign
currency available for this project.

This provision will be included in the
loan agreement.
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ANNEX I

Exhibit B - Page 1 of 1

CERTIFICATION FURSUANT TO SECTION 611(e)
OF THE FOREIGN ASSISTANCE ACT OF 1961,
AS AMENDED

I, Peter M. Cody, the principal officer of the Agency for
Tnternational Development in Paraguay, having taken into account,
among, nther things, the maintenance and utilization of projects
in Parapuay previously financed or assisted by the United States,
do hereby certify that in my judgement Paraguay has both the
financial capability and the human resources capability to effec-
tively maintain and utilize the capital assistance project,
Educational Reform Program.

The capital ass.stance paper certifies that the statutory
criteria as applied to Paraguay have been met. Discussions in
the capital assistance paper on Loan Administration (Section III)
demonstrate the capability of Paraguay to effectively maintain
and utilize the project. Paraguay's record in maintaining the
four existing Regional Education Centers, constructed with U.S.
assistance, has been satisfactory and far superior to general
standards of maintenance in Paraguay.

.QE\AL.

Peter M. Cody
Director

MA 4 197D
D7:7 J
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ANNEX IX
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BIOGRAPHIC DATA

DR. FABIO RIVAS, DIRECTOR GENSERAL OF EDUCATION
MINISTRY OF EDUCATION AND WORSHIP

Attended primary school in Concepcion, Paraguay, and
secondary school in Nontevideo, Uruguay; Asuncion, Paraguay; and
Buenos Aires, Argentina, obtaining the degree of B.A. in Philosophy.
Took his Doctor of Chemistry degree at the Faculty of Chemistry
of the Natiomal University of Asuncion, in 1958.

Attended post-graduate training courses in Chemical Engineering
at the University of Parana, Brazil, in 1960. Received a scholarship
for studies on Food Technology at the Faculty of Sciences, Valencia
University, Spain, from 1962 through 1963. In 1967 took a course on
Grains and Feeds at the University of Vicosa, Mina Gerais, Brazil.

From 1960 through 1969 visited several countries on official
missions and in March 1970 visited the U.S. invited by the Department
of State.

He has occupied the following positions in the past: Secretary
of City Council of Concepcion; officer of the Ministry of Industry
and Commerce and Ministry of Agriculture; member of Chamber of
Representatives from 1958 through 1968; member of Constitutional
Convention in 1967; and presently, National Representative for the
five year term (1968-73).

From 1959 to present, Professor in the National University
of Asuncion. From 1969 to present, Professor at the War National
School.

Appointed Director General of Education, December 7, 1968.

UNCIASSIFIED
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ANNEX II

Exhibit C, Page 1 of 2

BIOGRAPHICAL DATA

DR. RAUL PENA, MINISTER OF EDUCATION AND WORSHIP

Attended primary and secondary school at the San Jose College
in Asuncion. Took M.D. degree at the School of Medicine of the
National University in 1928.

From 1929 through 1932 took post-graduate courses at the
Institute Oswaldo Cruz in Rio de Janeiro, and subsequently several
courses in the U.S.A.

From 1931 through 1949 worked at the Ministry of Public Health
in various important positions such as Director of Central Laboratory,
Director of Sanitary Education Department, finally heading the General
Direction of Health. Served in the Chaco during the Chaco War, and
then was appointed Director of the Bacteriology Department where
vaccines utilized by the Army were prepared.

From 1932 through 1949 was Professor of Bacteriology at the
Faculty of Medicine.

In 1950 was elected National Representative, and in 1952 and
1953 held the Presidency of the Chamber of Representatives.

In 1954 was appointed Ambassador to Peru, from where he was re=-
called to be made Minister of Education until 1958, at which time he
w2s made Minister of Public Health and Social Welfare.

Appointed Ambassador to Chile in 1960, in 1961 was transferred
as Ambassador to Brazil where he remained until 1966.

Presently he is member of the Governing Council of the Colorado
party politiiLal association, and also member of the Paraguayan Congress,
as Senator, for the five year term (1968/73).

In August 15, 1968, was again appointed Minister of Education
aad Worship.

He has received decorations and awards from Brazil, Peru,
Ecuador and Spain.

UNCLASSIFIED
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ANNEX II

Exhibit D, Page 1 of 2

RESOLUTION No. 129

BY WHICH WORKING COMMITTES ARE ORGANIZED TO CARRY OUT SPECIFIC
STUDIES REIATING TO THE IMPLEMENTATION OF THE 1969-80 EDUCATIONAL
DEVELOPMENT PLAN
Asuncion, April 2, 1970
WHEREAS: The development process requiresvarious works relating
to technical and economic feasibility studies on proj-~cts for educational

improvements, and

CONSIDERING: The urgent need to accelerate specific studies which will
be needed for final projects,

THE MINISTRY OF EDUCATION AND WORSHIP
RESOLVES:

l.- To make the Coordination Central Committee, appointed by Resolution
No. 18 of January 10, 1970, responsible for the implementation,
through the Planning Department, of the work program established
for the Educational Development Plan (1969-80).

2.~ To form Viork Committees as follows:

1, Plans and Programs for Primary Schools.

2. Plans and Programs for Basic Courses (First three years of
Secondary Schools).

3. Plans and Programs for Bachillerato (Humaniiies).
L4, Plans and Programs for Normal Schools.

5. Plans and Programs for Commercial Schools.,

6. Plans and Programs for Technical Schools.

T+ Llegal and Administrative Regulations for Education.
8. Financial Studies on Education.

9. Teaching Material and Equipment.

10. Construction of Schools,



UNCLASSIFIED
P ANNEX II

Exhibit D, Page 2 of 2

3e= The Committees mentioned above will assign a Coordinator who will
be responsible for the work program to the Planning Department
which will be the Executive Departm nt, and organize sub-committees.

b, The different Departments and Services of the Ministry of Education
and Worship will support Committees appointed by this Resolution
vhenever it is necessary.

5.= Lic. Margarita Ortiz de Salcedo is appointed Technical Secretary to
the Coordination Central Commission; Sr. Benito Rojas Technical
Secretary to the Planning Department and Sr. Eduardo Viera Arias
Administrative Secretary.

6.=- The Coordination Central Committee will submit a monthly report and
all studies and conclusions relating to the Project to the Minister
of Education and Worship.
T.- Notification to the Executive Power.
Signed: Dr. RAUL PENA
Minister
Copy:

s/ Secretary



EXISTING EDUCATIONAL SYSTEM

|

Faculty of Faculty of All University
Philosophy and

Economics Letters Faculties

; \ “;
SE CYCLE
Cozmer ce Normal School Humanities
’ | J( T

BASIC CYCLE

(Grades 7 - 8 - 9)

-

PRIMARY EDUCATION

(6 years, obligatory, ages 7 - 14)

Swperior
Institute of

Education

II XINNY

#16-d/01a-a1V

TITATSSYIONN

2 Jo T 9384 ‘4 3TQTUxd



NOTES: no, 1

no. 2

EXTSTING XDUCATIONAL SYSTEM

Outside this system there exist a few agricultural schools and a vocational achool whick
can be ignored for present purposes due to low enrollment and the poor quality of the
programs. A proposed Inter-American Development Bank loan wounld assist the agriowltural
schools. One reasonably good private agricultural school exists at the second cycle level
Under a proposed (but still in very preliminary stags) IERD loan, the presently inadsquate
vocational achool would be assiasted.

The Superior Inastitute is a new school, post-high school level., Many stwdents are “im.sexrvice”
teachers and do not ocome directly from the high school program.
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PROPOSED EDUCATIONAL SYSTEM

NOTES: (1) Outside this system there exist a few agricultural schools and a vocational school
which can be ignored for present purposes due to low enrollment and the poor qmality
of the programs. A proposed Inter-American Development Bank loan would assist the
agricultural schools. One reasonably good private agricultural school exists at
the second cycle level. Under a proposed (but still in very preliminary stage) IBRD
loan, the presently inadequate vocatiocnal school would be assisted.

(2) Assuming the Regional Center reform of the secondary level curriculwm is successful,
the Ministry hopes to adopt it on a country-wide basis. At present, however, a
majority will remain enrolled in the "regular secondary program”. Adoption of the
refomm in the Rogional Centers may open the way for adoption by private high schools.
This is important as more than half of second cycle enrollment is in private schools,
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RELATIONSHIP EETWEEN THE NATIONAL BUDGET,
THE BUDGET OF THE MIWISTRY OF EDUCATION
ARD THE GROSS MATIOMAL PRODUCT

(Million of 1962 Guaranies)

General Budget| Education8/| Current Capital
Years G.N.P. of the Nation Budget Expenditures [Expenditures Relative Values ¢
1 2 3 4 5 3:1 3:2 4:3 5:3

1959 40.135 3.589,66 566,12 - - 1,41 15,8 - -
1960 %0.802 3.235,00 518, 89 - - 1,27 16,0 - -
1961 43.118 3.700,92 555, 51 544,66 : 10,85 1,28 15,0 98,0 2,0
1962 45,483 3.803,00 591, 20 583, 50 7,70 1,30 15,5 98,7 1,3
1963 46.539 5.555,48 686,65 673,85 12,80 1,47 12,3 98,1 1,9
1964 47,880 5,015, 763,27 734,30 28,97 1,59 15,2 9,2 3,8
1965 51.004 S5.824, 54 857,29 823,02 34,27 1,68 14,7 96,0 4,0
1966 52.274 5.985,08 921,91 889, 20 32,71 1,76 15,4 96,5 3,5
1967 55.961 7.747,20 998,29 970,41 27,88 1,78 12,8 97,2 2,8
1968 58.639(x) 8.525,00 1.069,22 1.033,19 36,03 1,82 12,5 96,6 3,4
Source: General Budget of the Nation - 58/68 (x) Estimate amount E g % Eg

Technical Plannirg Secretariat and Division of Econamical Studies, Central Note: This table pr ts data in million .f é’E

Bank of Paraguay (G.N.P.). 5
constant (1962) guaranies. ° Pe HO©
Prepared by: Dept. of Educational Planning, Ministry of Education 2o g =]
a/ Includes the Ministry of Ecucation and the National Univarsity. e of
=




gunmpmmmmc?muna!,
MMTIGM,ADTHDCAPIMMDIN!_!SMMGM

{Millions of Guzranies.Current)

BUDGETS EDUCATIONAL EXPENDPTTURES
YEARS Education as
4 of Natioral
National Edwcation af Pudget Current b Capital b
1959 2.627,6 414, 4 15,8 *J - - - -
1960 2.740,7 439,56 16,0 - - - -
1961 3.410, 4 511.9 15,0 501,9 98,0 10,0 2,0
1962 3.803,0 591,32 15,5 583,5 20,7 7,7 5,3
1963 5,772,7 718,5 13,3 700, 2 98,1 13,3 1,9
1964 5,350,0 813,9 15,2 783,12 96, 30,9 3,8
1965 6.118,1 900, S 14,7 864,5 96,0 36,0 4,0
1966 6.698,5 1.031,2 15,4 - 995,3 96,5 36,0 3,5
1967 8.587,0 1.106,5 12,8 iﬂ 1.075,6 97,2 30,9 2,8
1968 9.889,0 1.380,4 12,5 1.198,5 96,6 4,8 3,
1969 2.944,2 1.241,8 12,5 1.210,8 97,5 3,0 2,
1970 10.441,8 1.388,4 13,3 1.356,4 97,7 32,0 2,
i

Soxrce: General Budget of the Nation

Prepared by: Xdwcational Planning Departmant
Miaistry of Edwcation

a/ Includes the Ministry of Edmcation and the National University
Note: Excludes the externally finaroced expenditure of Table IIGS.
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MINISTRY OF EDUCATION

Expenditures Trends
(Million of Current Guaranies)

Expenditures Finanoing

Years
Current Capital Total Internal Extermal
USAID REDP UNICKF UNESCO Swb-Total

1961 512.0 10,0 522.0 512.0 - - - 10.0 10.0
1962 605.0 14.0 619.0 592.0 9.0 7.0 - 11.0 27.0
1963 754.0 40,0 794.0 714.0 34.0 34.0 - 12.0 80.0
1964 880.0 82.0 962.0 814.0 68.0 68.0 - 12,0 148.0
1965 921.0 62,5 983.5 901.0 34.0 35.0 0.5 13.0 82.5
1966 1.029.0 50,0 1.079.0 1.032.0 17.0 17.0 1.0 12.0 47.0
1967 1.100.0 37.0 1.187.0 1,107.0 9.0 7.0 3.0 11,0 30.0
1968 1.210,0 46,0 1.255,0 1.240.0 - 2,0 4,0 10.0 16.0
Sowrce: General Budget of the Nation, 1961-1968

Agreements and Reports of the Organisations Cited Above.
Prepared by: Department of Educational Planning
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STUDENTS ENROLLED BY PRIMARY SCHOOL GRADES

IN URBAN AND RURAL AREAS

Year 1967

Source: Statistics Department
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PRIMARY EDUCATION

ESTIMATE OF RXTENTION AND SCHOOL SYSTEM OUTPUT

1956 - 67
6th ©Orade
Years C B A‘r D £ 8 Gradeates
st 2nd 3xd 4th _Sth_ 6th
1956 117.150
1957 (100.0%) 64.749
1958 (55.3%) 45,538
1959 (38.9%) 31,665
1960 (27.0%) 21.655
1961 : (18.5%) 15.467 9.144
(13.2%) (7.8%)
1962 116.101
1463 (100.0%) 78.943
1964 (68.0%) 58.105
1965 (50.0%) 43,054
1966 (37.1%) 31.438
1967 (27.1%) 24.227 20,200
(20.9%) (17.4%)
Source: Prepared by the Office of Technical Orientation and Planning
Ministry of Education and Worship e g
£2268
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SECONDARY RDUCATION

ENROLLED AND GRADUATING STUDENTS FROM BASIC CYCLE

(Grades 7, 8, and 8)

1960 - 1968

Table No. 1

Year Enrolled Graduating Index Gradwates as Percentage of
Students Students Enrolled Students Graduates Enrollment

1960 16,411 3651 100,0 100,0 22.2
1961 17.528 3710 106; 8 101, 6 21.1
1962 18.964 4070 115,6 11,5 21.5
1963 19.475 4215 118,8 115, 4 21.6
1964 23,380 4700 142, 5 128,7 20.1
1965 24,205 4930 147,5 135,0 _20.4
1966 26.62¢ 5680 162, 2 155,6 _21.3
1967 29.075 6100 177, 2 167,11 _21.0
1968 32,635 7033 198,9 192,6 21.6

Source: Department of Educational Planning
Ministry of Education and Worship

T Jo T adsd
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ENROLLED AND GRADUATING STUDENTS FROM NORMAL SCHOOL SPECIALTY
AL AL S SRADTALING SIUDENTS FROM RORMAL SCHC

SECONDARY EDUCATION

(Grades 10, 11 & 12)
1962 - 1968

Table No. 2

Enrolled _Index Graduates as Percentage
Year Students Graduates Enrolled Students Graduates of Enrollment
1962 2804 858 100,0 100,0 30,6
1963 _2740 894 97,7 104, 2 32,6
1964 2953 804 105, 3 93,7 27,2
1965 31285 910 17,2 106,1 27,7
1966 3826 974 136,4 . 113,5 25,5
1967 4049 1100 144, 4 128,2 _27,2
1968 4022 1161 gl_&th igs,j _zta, 9
Source: Department of Educational Planning

Ministry of Education and Worship
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SECOMDARY EDUCATION

(Grades 10, 11 & 12)

1962 - 1968
Table No. 8
Enrolled In Graduates as Percentage
Year Students Graduates Enrolled Students Graduates of Inrollment
1962 4267 952 100,0 100,0 22,3
1963 4610 935 108,0 98,2 20,3
1964 5383 1195 126,2 125, 5 22,2
1565 6209 1367 145, 5 143, 6 22,0
1966 5243 1404 - 238, 3 147, 5 22,5
1967 7147_ 1585 167, 5 _166,5 22,2
iYo0 8061 1787 1688.9 1877 22,2
Source: Department of Educational Planning 2 g g
Manistry of Education and Worship BEEa
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SECONDARY EDUCATION
ENROLLED AND GRADUATING STUDENTS FROM COMMERCIAL SPECIALTY
(Grades 10, 11, & 12)

1962 -~ 1968
Table ¥o. 4

Enrolled Index Graduates as P.rcutta
Year Students Sraduates Enrolled Students Oraduates . of Enrollment
1962 1.242 204 100,0 100,0 ° 16,4
1963 1,345 223 108,38 109, 3 16,6
1964 1,689 306 236,0 150, 0 18,1
1965 1.703 318 137,1 155,9 18,7
1966 1.806 338 145,1 165,7 18,7
1967 2.164 357 174, 2 175,0 16,5
1968 1}524 428 — 203, 2 209!8 — 17,0 R

Source: Department of Educational Planning
Ministry of Education. and Worship
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PRESENT AND PROPOSED REGIONAL EDUCATION CENTERS ANNEX Ié ?
Exhibit J, Pg 1 of 1
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Present Centers

1. Concepcidn
2. 8an Lorenzo
3., Villarrica
L, Encarnacién

Proposed Centers

5., Pedro Juan Caballero
6. Puerto Presidente Stroessner

7. Pllar



PARAGUAY : PROFILE OF THE WORKING FORCE
(Composition by Levels of Education)
By Percentages

Professional
Cat Clerical
Levels of ategory Professionals Administrators Employees & Laborers Domestic
Education & Technicians & Managers Sales Clerks & Artisans Personnal Total
University Education 21.8 18.9 4,0 0,1 0.7 1.4
Camplete 1, 14.9 8.2 0.5 - 0.3 0.7
Incamplete 2/ 6.9 10.7 3.5 0.1 0.4 0.7
Mediwm Level Education 53,7 S0,1 34,7 4,4 10,2 9,8
Gemeril Secoa 51,3 48.9 33,9 4.2 9.9 9,5
Complete _3_7 19.4 20.9 10.6 0.3 1.6 2.2
Incomplete 4/ 3l.8 28.0 23.3 3.9 8.3 7.3
Others 5/ 2.5 1.2 0.8 0.2 0.3 0.3
Education 24,5 31.0 61.3 95.5 89.1 88.8
lete 6 11.5 11.1 12.4 7.2 13.7 8.5
Incamplete 7/ 8.5 13.7 27.2 38.8 41.3 36.8
Lesa than 3 years or without
instruction 8/ 4.5 6.2 21.7 49,5 35,1 43,5
Total 100.0 100.0 100.0 100.0 100.0 100,0

4/ 7th to 1llth Grade, 5/ Technical, professional, vocatiomal,

agricultural education, eto,
8/ lst & 2nd Grades passed or without any instruction.

1/ 6th Grade passed. 2/ 1lst to Sth Grade. 3/ 12th Grade passed.

§/ 6th Srade pasuad. 7/ 3rd, 4th, Sth Grades passed.
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ANNEX IIT

.Exhibit L, Page 1 of 11

GLOBAL COST ESTIMATES

SUPERIOR INSTITUTE OF EDUCATION

BLOCK AREA (m?)
2 blocks (Basic) 1,378.00
1 block (Special Education) 746,55
Special classrcoms 912.00
Vocational orientation shop 276.00
Canteen 312.00
Home Economics 312.00
Administrative Offices 861.00
2 blocks (Normal) 1,234.80
Administrative Offices (Normal) 198,00
Administrative Office (Physical education) 198.00
Residence 64.00
Total 6,856.35 v
BLOCKS 6,856.35 m\2 - 6,800 @u6,623,184
Auditorium 490.60 15,000 7,359,000
Modern gymnasium (covered) 996.75 10,000 9,97, 750
Connecting passages 1,280.00 5,000 6,400, 000
Furniture ——— - 10, 552,490

Exterior pavements - patio
exterior lights - parking area
- gutters and drainage =

sewage system - - 7,297,576
(88,200,000

Equivalent to §700!OOO
($1.00 equals to ¢126.00)

UNCLASSIFIED
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ANNEX 1T - L

COST ANALYSIS - ONE TYPICAL BUILDING Fage 2 of 1l
~SUPERIOR INSTITUTE OF ECUCATION

Deseription Quantity Unit Total fis.
Price
1. Clearing and preparation of site -- - 95.184
2. Footing 97,80M3 2.100 205.380
3. Foundation wall 0.45 87,00M2 700 60.900
. Reinforced concrete foundation

wall plate 18,20M3 8.000 145,600

5. Horizontal insulation 233, 00ML 95 22.135
6. Column (4" pipe) 18 6.800 122.400
7. Filling and compaction 103,00M3 250 25.750
8. Wall 0.30 plain brick 543,43M2 520 282.583
9. Wall 0.30 plastered brick 318,912 Loo 127.56k4
10. Wall 0.15 plastered brick 30,0042 350 10.500
11. Reinforced concrete tie beam 15.10M3 8.200 123,820
12, Tile floor 699,00M2 500 344,500
13. Base board, tile 379,35ML 150 56.902
1l. Roof joints with tensile rod 17 3.000 51.000
15. Tile roof and sheating 827,00M2 850 702.950
16. Reinforced concrete floor slab 22,LoM3 8.500 190.400
17. Water proofing,fleor slab 165,00M2 550 90,750
18. Wall paster 1.241,25M2 100 124,125
19. Floor slab finish coat 165,00M2 200 33.000
20. Window, metal frame with glass 128,32 2.500 320.925
21. Door, wood frame 23,76M2 2.400 57.024
22, Plain door, wood frame 11,20M2 1.800 20.160
23. Wall lime paint 1.2U41,25M2 Lo 49.650
2L, Roof paint 827,002 100 82.700
25. Metal frame paint 256,714M2 50 12.837
26. Door paint 69,92M2 120 8.390
27. Brick painted with linseed oil 543 ,43M2 120 65.211
28, Floor slab paint 165 ,00M2 60 9.900
29. Column paint 17 200 3.400
30, Column footing 3,40M3 8.500 28.900
31. Masonry grills 33,00M2 1.000 33.000
32, Blackboard 6 5.000 30.000
33, Electric wiring 86 2.000 172.000
34, Electrical fixtures 5k +.000 216.000
35. Plumbing - -- 390.000
36. Gutters and down spoutse 21 ,00ML 1.500 31.500
f#s.k.347.040

Equivalent to $34,500
Construction cost per square meter: #8.6.309,20
Cost per classroom: @s.T2k.506,66

UNCLASSIFIED
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1.

2.

3.
L.

PRIMARY SCHOOL

Construction cost per square meter

Furniture cost per square meter
Total cost per n?

Cost of 1 classroom

Cost of furniture per classroom

Total cost, 1 classroom

AVERAGE COST PER SCHOOL

a. Central School: g, 214,977

b. Satellite School: #2,333,208

UNCIASSIFIED
ANNEX II - L
Page 3 of 11

¢ 5,210.10
630,40

¢ 5,840.50
@68, 331.00
56,666 .00

252h‘997.00
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ANNEX II - L
Page 4 of 11
CENTRAL SCHOOL COST
1. Block (1):
2 classrooms
1 work shop
administrative office
entrance @1,730,000
2. Block (2):
1 work shop
2 classrooms
kitchen ¢#1,670,000
3,  Toilet type A (6 compartments) d 209,977
L. Exterior equipment é 25,000
5. Entrance and connecting passages ¢ 20,000
6. Well and pump ¢ 50,000
7.  Furniture ¢ 510,000
TOTAL @l, 214,977

Equivalent to $33,452.19

($1.00 equals to @#126.00)

Note: These costs are based in the minimum prices of Asuncion.

UNCLASSIFIED
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ANNEX 1T - I,
Page 5 of 11
SATERLITE SCHOOL COST

Block (1)

2 classrooms

1 work shop

administrative office

entrance

kitchen @1,872,000

Toilet type B 95,408

Exterior equipment 20,000

Entrance 15,000

Well and pump : 50,000

Furniture 280, 800

TOTAL @2,333,208

Equivalent to $18,509.57
($1.00 equals to $126.00)

Note:

These costs are based in the minimum prices of Asuncion.

UNCIASSIFIED
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PRIMARY SCHOOLS COST ANALYSIS

BLOCK No.l COST

Descrigtion

O O (o) N IP UL I VI

10.
11.
12.
13.
1k,
15.
16.
17.
18.
19.
20.
21.
22.
23.
2k,
25.
26.
27.

Clearing and preparation of site

Footing

Foundation wall o.l45
Foundation wall 0.30
Foundation wall 0.60
Reinforced concrete foundation
wall plate

Horizontal insulation

Filling and compaction

Wall 0.30 plain brick

¥Wall 0.30

Wall 0.15

Plastered pilasters

Reinforced concrete tie beam
Plan brick pilasters 0.30x0.45
Tile floor

Base board, tile

Roof joints with tensile rod
Tile roof and sheathing

Wall gaster

Window, metal frame with glass
Door, wood frame

Wall lime paint

Recof paint

Metal framepaint

Door paint

Brick painted with linseed oil
Blackboards

Equivalent to $13,730

Cost per square meter of construction:
Cost per clasgroom:

¢#s.346.000

UNCLASSIFIED
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ANNEX 1T - L
Page 6 of 11
Unit Total @s.
Price
- 10.292
2.100 131.670
T00 28.000
500 17.430
850 2.142
8.000 88.000
95 12,568
250 19.875
520 111.763
400 39.600
350 42,686
600 21.600
8.200 28.700
1.500 21.000
500 203.500
150 34,830
3.000 36.000
850 476.620
100 62.538
2.500 162.000
2.800 Lk .100
Lo 25.015
100 55.720
50 6.480
120 3.780
120 32.001
3.000 12,000

#s. 1.730.000

Y
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BLOCK No.2 COST

Description

\O O3 NV W N
L ]

17.
18.
19.
20,
21,
22,
23.
2L,
25.
26.
27.

Clearing and preparation of site
Footing

Foundation wall 0.U45
Foundation wall 0.30
Foundation wall 0.60
Reinforced concrete foundation
wall plate

Horizontal insulation

Filling and compaction

Wall 0.30 plain brick

Wall 0.30

Vlall 0,15

Plastered pilasters

Reinforced concrete tie beam
Plain brick pilasters 0.30x0.45
Tile floor

Base board, tile

Roof Joints with tensile rod
Tile roof and sheathing

Wall plaster

Window, metal frame with glass
Door, wood frame

Wall lime paint

Roof paint

Metal frame paint

Door paint

Brick painted with linseed oil
Blackboards

Equivalent to $13,254

Cost per square meter of construction:
Cost per classroom:

#s.303.636

UNCLASSIFIED

UNCLASSIFIED
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Quantity Unit Total {is.
Price
-- -- 11.999
59,05 M3 2.100 123.900
37,00 M2 700 25.900
14,10 M2 500 7.050
2,16 M2 850 1.836
9’99 M3 80000 790920
123,40 ML 95 11.723
77,90 M3 250 19.475
178,30 M2 520 92.716
131,92 M2 Loo 52.768
74,10 M2 350 25.935
k2 600 25.200
3,39 M3 8.200 27.798
12 1.500 18.000
401,80 M2 500 200.900
210,00 ML 150 31.500
16 3.000 48.000
535,00 M2 850 L5k, 750
685,10 M2 100 68.810
69,60 M2 2.500 174.000
13,50 M2 2.800 37.800
688,10 12 40 27.52h
535,00 M2 100 53.500
139,20 M2 50 6.9060
27,00 M2 120 3.240
223,30 M2 120 26.796
3.000 12.000
fs. 1.670.000
fis. 1. 154,22
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ESTIMATED COST

REGIONAL EDUCATION CENTERS: PUERTO PRESIDENTE STROESSNER
AND PEDRO JUAN CABALLERO

BLOCK Area (m2)  Unit Cost Total ¢
1. Basic Cycle 678 7,000 4,746,000
2. High School 678 7,000 L4, 746,000
3. Primary 678 7,000 L, 746,000
L, Special classrooms 642 7,000 4,49k, 000
5. Residence 80 7,000 560,000
6. Shops 543 7,000 3,801,000
7. Normal School unit 459 7,000 3,213,000
8. Library 434 7,000 3,038,000
9. Kindergarten 260 7,000 1,820,000

10. Administrative Offices  1.Lko 7,000 10,080,000

11l. Dining-room 387 7,000 2,709,000

12. Cornecting passages 638 5,000 3,190,000

13. Agro-industrial shops - - 1, 500, 000

1. Furniture -—- -—- 7,296,450

15. Water lines, sewage,

toilets, etc. -na ——- 4,900,000
@60, 839, 450
Regional Education Center of Puerto Presidente Stroessner: $180,000
Regional Education Center of Pedro Juan Caballero: (61,614,000
including the sum of 774,550, on account of
extra charges) $189,000

($1.00 equals to §126.00)

UNCIASSIFIED
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ESTIMATED COST
PILAR REGIONAL EDUCATION CENTER
BLOCKS Area (m®)  Unit Price Total ¢
l. Administrative Offices:
2nd floor 559.00 10,000 5, 590,000
1st floor 559.00 10,000 5,590,000
2. Special classrooms:
2nd floor 462,00 10,000 4,620,000
1st floor 462,00 10,000 4,620,000
3. Normal School unit 539.00 8,000 4,312,000
4, Dining-room 156.00 8,000 1,248,000
5. Residence 80.00 8,000 640,000
6. Entrance 108.00 5,000 540, 000
8. Recondition - 0ld building ——- ——- 500,000
9. General Improvements —— L) 1,500,000
10. Agro-Industrial shops - -—— 1,800,000
11l. Vocational shop ——- .- 1, 500,000
33,160,000
Furniture 6,000, 000
Exterior equipment 26,000
#39,186,000
Equivalent to §3ll!000
($1.00 equals to #126.00)
URCLASSIFIED
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2.

3.

EQUIPMENT COSTS *

Superior Institute

Iaboratory Sciences
Home Economics
Audio Visual
Library

Shop

Social Studies
Physical Education
Snack Bar

Office Equipment & Supplies

Regional Centers

Furniture (included as
construction cost
Office equipment
Iaboratory, electricity
Iaboratory, sciences
Library (excludes books)
Office supplies
Audio-visual
Home Economics-Health
Agriculture-shop

Primary Schools

Office equipment &
supplies

Total

PJC

UNCLASSIFIED
ANNEX II - L
Page 10 of 11

11,500
3,030
L,565

16,425
5,755

850
3,700
5,200

8,875

5,000
5,500
15,000
1,000
1, 500
2,000
30,000

5,500
15,000
1,000
1,500
2,000
30,000

$60,000

$60, 000

$30,000

# Furniture (desks, blackboards, etc.) are considered construction

UNCIASSIFIED

costs and, therefore, are not included in this listing.

\!
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5

Peace Corps Support

Vehicles, 6
Tools, supplies

Operations and Planning

Office equipment

UNCIASSIFIED
ANNEX 11 - L
Page 11 of 11

Verifier & Keypunch (with service contract)

URCIASSIFIED

GRAND TOTAL

2k, 800
5,200

§30!000

7, 500
7,500

$15,000

gssgooo
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PHYSICAL PIANT FOR REGIONAL CENTERS IN PUERTO PRESIDENTE STROESSNER
AND PEDRO JUAN CABALLERO

Description of Physical Plant

Primary: 7 classrooms (one-preschool), director's office, a
teachers' office room, a small storage area, bathroom.

Basic Cycle: 6 classrooms, director's office, one teachers!'
office room, a small storage area, bathroom.

Second Cycle, except poly-technical and agriculture: 5 class-
rooms, director's office, a teachers' office room, a small storage
area, bathroom.

Second Cycle, Polytechnical and Agriculture: shop, (with tool
cribs), bathroom and shower, tractor and large tool area, 2 clas8-
rooms, small office for director.

Norml: 2 classrooms, director's offize, 1 small teachers'
office, 1 room for teaching aids and cocrdination.

All the regular classrooms should be large enough for about LO
gstudents.

General (joint use):

Library - large enough to serve entire school; area schools.
Director's office - with small area attached for secretary.

Zone Supervisor's offices - 3 small offices w!'"™™ some waiting
room arca.

Canteen - small, no seating needed.

Administrative room - general storage, storage of audio-visual
equipment, secretarial work area.

Hore economics - one large room.

Natural Science facilities - one classroom. One general basic
laboratory for all the natural sciences.

Art - one classroom.
Student services - 2 small rooms for "asistente social" and

"orientador"; 2 small rooms for doctor and dentist. One waiting
room with access to all above rooms.
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Gym-auditorium designed to seat 500. The gym should also be
a stage which can be used for music, theater, and speaking purposes,
and serve as a community center.

Well, water distribution and sewage disposal system for the center.

Discussion of Physical Plant

The physical plant at the existing regional centers is Jjudged to
be satisfactory. Therefore, the same basic tucilities arz being
proposed for the new centers. The major changes adopted are the
following:

(1) A teachers' office room has been added at each level (primary,
basic, etc.) Since the regional centers employ a majority of their
teachers on a full-time basis, it is necessary to provide a place for
them to work and keep their materials when they are not actually in
classroom. Traditionally, with most teachers employed part-time,
teachers have arrived only for the time they actually teach and then
they leave the premises. This is a part of the effort to profecsionalize
teaching in Paraguay.

(2) A zone supervisor's office has been added with two adjacent
offices. The Ministry wishes to provide the physical facilities
necessary to expand the effectiveness of the centers in their zones of
influence. The goal is to institutionalize the role of the centers in
their geographic areas. In the short-run, Peace Corps technical assistants
will use the offices also.

(3) Storage space will be increased. Present centers are barely
adequate in storage space for their own needs. As these centers expand
their outreach, they will need more space for storing teaching aids used
in area schools (on a rotating basis). With an expanded budget for
equipment and maintenance, the storage needs of the centers themselves
will expand also.

(4) Canteen - The existing centers have all added a smll canteen
after initial construction. Since the expenditure is small and since
revenue generated seems to exceed total costs, including construction
and equipment, it seems scensible to build this into the original plans.

The Ministry and USAID apgree that construction should be of local
mterial to the maximum extent feasible. Experience in existing centers
demonstrates that foreign part3 or replacements are often difficult to
secure. The result of this is often the existence of malfunctioning
equipment or facilities due to lack of minor parts. Alternatively
items are occasionally replaced at high cost when they should be
repaired if parts were available.
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PHYSICAL FACILITIES FOR COLONIZATION AREA GRADE SCHOOLS

Central Schools:

6 classrooms with movable portions so that larger rooms suitable
for meetings and multigrade activities can be formed.

Home economiecs room.
Shop.
Small first aid and health room.
Small office and small room for teaching materials.
Kitchen.
Storage room.
Bathroom facilities, rudimentary showers, drinking water.
Interior patio area (open air) for group meetings.
Living quarters for teachers - small dining room, kitclen, bedrooms, bath.
Iland will be sufficient for elementary agriculture instruction and for
a physical education area. The general construction guideline is simplicity

and service ability.

Satellite Schools:

Classrooms.

Shop for manual arts.
Home economics room.
Director's office.
"Rustic" kitchen.

Drinking water.

Open air patio.
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SUPERIOR INSTITUTE OF EDUCATION (SIE)

PHYSICAL PLANT AND ATTAC.."D NORMAL SCHOOL

Teaching Facilities, SIE and Normal:

3
3
3
1

2

10

2

1

math rooms

science laboratory rooms

language and social study rooms
arts and design room

home economics rooms

regular classrooms for 4O students

block of 10 seminar rooms for 20 students each (with
moveable walls, convertible into larger rooms)

audio-visual room
teaching shops (didactic materials)

pedagogic methods room

Administration Facilities, SIE and Normal.:

General Director's Office

SIE Director's Office

Normal Director's Office

3

Secretary's Offices

Teachers Meeting Rocm
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Service and Other Facilities:

Library

Auditorium (convertible to classrooms whei not in use as auditorium)
Gymnasium

Cafeteria and Canteen

3 Storage rooms (1 large, 2 small)

2 Teacher's office rooms (with small cubicles)

4 Small predical and social service offices with one waiting
room attached

1 Small service shop - janitor's room

Bathroom facilities
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Criteria To be Used by the Architect/Engineer in Site Inspection

1, Title must be held by the appropriate agency of the Paraguayan
Government.

2. The site should be functionally suitable to the purposes of
the project,

3. The land should be reasonably flat, so as to avoid excessive
terracing or dirt removal.

4, There should be no open sewers, cesspools, ditches, garbage
dumps or incinerators on or near the site.

5 The site should be adequately accessible for the transportation
of materials and construction equipment and be located so as to
be easily accessible to school children.

6e The soil bearing value should be satisfactorily drtermined
and suitable for building foundations without unreasonable

expense.

Te There should be no serious rock conditions which would require
expensive removal.

8. The nature and extent of filled areas, if any shall have been
identified.

9. Encroachments of every character including buildings, fences
and hedges should be clearly shown.

10. There should be no sub~-surface obstructions, such as tanks,
foundations or buildings, or if present, they should be
clearly identified.

11l. The site should have sufficient slope to drain properly.

12, The site should be free from swamps, freshets and exposure to
floods, erosion or other natural hazards.

13. The building to be constructed should be properly oriented
to climatic conditions.

UNCIASSIFIED
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The site should have access to a suitable water supply.
If either a piped water supply or a deep well are not
available at a reasonable distance from the site, the
feasibility of drilling a deep well on the site or
providing satisfactory water by other means, should be
determined.

There should be no sources of excessive noise, such as
railroads, switching yards, foundries or industry near
the site.

The site should be within a reasonable distance of the
school population.

UNCIASSIFIED
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Project Progress and Problems

a@. SIE and Normal School - on schedule? within budget? qua-
lity of construction? equipment ard books arrive on time?
etc.

b. Regional Centers - on schedule? within budget? quality
of construction? equipment and books arrive on time? etc.

€. Primary Schools - criteria for selection adequate? basic
designs working satisfactorily? establish relation between
central and satellite schools? within budget? UNICEF
equipment arriving satisfactorily? need to reduce number
of schools to construct? quality of construction? etec.

d. Teacher Training - number Planned actually trained? ade-
quacy of scholarships? logistical problems? adjustment
of priorities for training? new specialties required?
availability of UNICEF scholarships?

€. Textbooks and Didectic Material - production on schedule?
adequacy of distribution System? percentage recovery on
sale and rentals? development of new texts? arrival of
books, charts, maps, workbooks? training of teachers in
use of textbooks?

f. Equipment - Suitability of items selected (cost, durability,
replacement)? ordering phased with construction schedule?
shipment problems, etc?

B- Technical Assistance - quality of assistance? coordination
of AID-UNESCO-PCV assistance? need for additional assis-
tance? probable IBRD funded assistance?

h. Operations and Planning - Ministry Employees vs. outside
hire? costs? quality? need for more or less people?
Problems of coordinating MOE administration? problems in:
obtaining policy decisions? development of IBRD loan?
coordination of AID, IDB, IBRD, UN efforts?

i. Analysis of Maintenance - adequacy of plang? financing?

Education Plan Cbjectives

4. Progress in reorganization of Ministry - consolidation of
offices? improved statistics, accounting, and budgeting?
creation of planned General Directions? coordination with
other GOP Ministries, decentralization of functions to
regional centers?

b. Matriculation - Progress in meeting goals for increased

enrollment and new construction of primary and Secondary
level? statistics on drop-outs? number of complete vs. in-
complete primary schoolsg?
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Other primary measures - curriculum reform? relation of
central and satellite schools? decentralization of super-
visory responsibilities? number of trained teachers in
rural areas? relationship between primary schools and
regional centers? fiexible promotion in first grades?
progress on bilingual problem?
Secondary - progress in meeting goals for secondary en-
rollments and construction? basic cycle facilities?
conversion of normal schools to secondary? curriculum
revision progress? introduction of elective courses?
relation to IBRD and IDB programs?
Career system - success and problems in adopting system?
pay scales? incentives for training course attendance?
method for weeding out unqualified?
Financial - availability of counterpart funds? adequacy
of GOP educational budget? (in absolute terms and as
percent of national budget) distribution between operating
and capital costs? adequate funds for maintenance?
planning?
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PARAGUAY ‘s EXTERNAL DEBT, FOREIGN RESERVES,
AND DEBT REPAYMENT CAPACITY

Summary, Conclusions, and Recommendations

Although the structure of Paraguay’s external debt is quite favorable,
Paraguay has difflculty in quickly absorbing foreigm capital. For the
foresceable future, Paraquay should be able to earn without great
difficulty the foreign exchange needed to make hard currency debt~service
payments. Given the competing uses of funds, ir ‘luding courterpart funds,
it 15 anticipated that debt-servicc payments wili put considerable pressure
on the GOP budget., /Actions necessary to reduce the debt-servicing burden
include longer terms on new loans, actions to increase domestic revenue
and export promotion. The int -~mational reserve position has improved
rocently and the proapects foi1 .cowth over the near future are encouraging.

Paraquay'’s debt-service payments in hard currency will probably not
exceed 27% of exsort proceeds by 19,4. Although somewhat higher than
present ratiog, meeting debt-service requirements should not be a serious
problem in the foreseeable future. In Paraguay, meeting debt-service
payments has priority over other uses of foreign exchange. The disturbing
trend, however, 1s that decbt-servicing will probably continue to grow
faster than exports. If present trends in contracting new debt continue
and if exports do not grow sufficiently, serious problems could develop in
the late 1970’s. Vith an eye toward avoiding these problems, new loans
should be granted under as favorable terms as possible--especially those
loans for projects with long payout terms i.e. roads, education, PL 480,
etc. Loans for directly productive activities which generate the funds
for debt servicing could be continued at normal terms and conditions.

In light of this, the U.S8. should be prepared to extend the most favorable
terms possible on future loans not associated with directly productive

activities.

Discussion

Authorized debt at the end of 1969 reached $243.8 million. However,
since $100.2 million had not been utilized and $20.9 million had been
repaid, the total for which Paraguay was "liable” ia reduced to $122.6

million.

UNCLASSIFIED

)71



UNCLASSIFIED
ANNEX III
Page 2 of 11

TABLE I

NET DEBT POSITION OF PARAGUAY AS OF DEC. 31, 1969
(Thousands of $)v

Amount Authorized a/ $243,814.9

Less: Principal Paild 20,918.0

Amount Outst:nding 222,896.9

Less: Ar unt Unutilized 100,239.2

Amount Repayable on 12/31/69 $122,657.7

a/ Excludes Suppliers Credits
Source: Program Office, USAID/Paraguay

Concerning the growth of external debt, Table II presents amounts
loaned by ycars and the percent disbursed by the end of 1969. For example,
v December 1969 only 53.4% of the loans made in 1967 had been utilized.
The slow utilization of avallable resources is due to several factors
including lead time required for bidding, lack of project planning,
implementation time requirements, and shortage of counterpart funds or
GOP acticns. Regardless of the reasons, Paraguay’s ability to quickly
absorb capital is limited.

TABLE II

LOAN UTILIZATION A3 OF DEC. 31, 1969
OF LOANS AUTHORIZED IN SELECT YEARS

(Thousands of $)

Authorized af Utilized as of Percentage
Amount 12/31/69 Utilized
1955-196 16,673.6 16,673.6 100.0
1961 : 20,686,5 20,686.5 100.0
1962 231.2 231.2 100.0
1963 18,443.8 18,153.7 98.4
1964 29,927.2 27,646.9 92.4
1965 20,030,5 16,971.0 84.7
1966 17,327.1 14,489.6 83.6
1967 42,350.0 22,608.4 $3.4
1968 7,000,0 2,525.4 36.1
1969 71,145.0 3,989.4 S.0
1955-1969 243,814.9 143,575.7 58.9
a/ Excludes suppliers credits
Source: Program Office, USAID/Paraguay UNCLASSIFIED
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Concerning the source of external loans, Table III indicates that IDB
iz the largest supplier followed by AID a/ and private lenders, The
predominance of IDB is even more striking when one remembers that AID
loans stretch back to 1955 while those of IDB did not begin until 1961.
Viewed diffcrently, of the $120.5 million authorized in the 1967-69
poriod, IDB accounted for $63.5 million or 53%. Considering the entire
1955-69 period, IDB accounts for 40% of Paraguay’s authorized foreign
loans.

a/ In what follows, the term "AID” means AID and predecessor agencies
and AlD~administered loans i.e. Commodity Credit Corporation (PL480).

TABLE III

ENOWN ACTIVE LOANS BY LENDERS AS OF DEC. 31, 1969
(Thousands of $)

Authorized

No. Lender Amount
25 AID & Predecessor Agencies 59,540.5
21 IDB 97,753.1
8 Foreign Governments 21,758.9
4 IDA 21,400.0
4 IBRD 11, 350.0
8 Private a/ 25,623.9
2 Ex~Im 6,388,5
243,814.9

al Excludes suppliers credits
Source: Program Office, USAID/Paraguay

With respect to the purpose of foreign loans, highways, utilities,
and trancportation equipment have received about 547 of the funds while
the fields of education and health have received less than 2%. The agri-
culture and livestock sectors account for s su stantial portion of foreign
loans (18%) hut due to rapid population increases, the effect on increasing
exports has been limited,

Although debt-service payments have risen rapidly since 1965, Paragquay
has not exzperienced undue difficulty in meetiny them., Table IV, supplied
by the IMF, indicates that debt-service payments grew from around 10% of
export earnings in the 1965-1766 period to about 26% in the 1969-1970 period.

UNCLASSIFIED
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TABLE IV

RELATIONSHIP BETWEEN FOREIGN DEBT-SERVICE PAYMENTS 1/
AND NATIONAL ACCOUNTS AGGREGATES (1%)

Payments as % of: 1965 1966 1967 1968 1969 1970 P
Exports Receipts  10.4 9.5 14.0 17.8 25.4  26.8 2/
GDP 1.4 1.1 1.5 1.8 2.4 2.6

1/ Denominated in both local currency and foreign exchange.

2/ It should be noted that this is based on a low export projection,
If 1970 exports reach $57 million, this ratio would fall to about

241.

Source: IMF Tit'ie XIV Consultation Report, Part II.

As pointed out by the IMF, ”"two factors explain the rising debt~service
burden. First of ¢L1, the projects financed with external loans were mainly
of a basic infrast;uacture type, including roads, power plants, airport
construction, and c>lonization projects. Such projects have an impact on
exports only in the long run. Secondly, a large number of loans contracted
in the late 1950’s and early 1960’s had lory grace periods, many of which
terminated during :he past two years or are due to terminate in the near
future. The unusu:lly rapid increase in the debt-service relative to
export earnings in the past several years hes not resulted from a deterioration
in the structure of P:raguay’s external debt, On the contrary, from 1965
to 1968, the share of the foreign debt outst.nding with initial maturities
of ten years and over rose®from 88% to 92L. In 1969, a small shift did
occur in the distrib:tion toward debt with initial maturities to one year and
less than ten years, but the shift was too small to account for any significant
part of the rising d:ot-service burden”.

With respect to temms: and condition: of the loan to Paraguay, IDA
offers the most favo: ible terms followed Y:r AID, Foreign government and
commercial type loan: typically have higrer interest rates and shorter terms,

Concerning the 1rend of future paymets, the IMF’s projections of
amortization payments on lsans as of Dgce:nber 31, 1969 indicates rather steady
annual requirements c: be'ween $10.2 and 510.8 millions from 1970 to 1974
(see column 2 of Table V) Interest payn :nts from the Central Bank are set
out in column 2 but do nc: consider the i:terest payments on recent loans
that either had not been ipproved by the :OP Congress or for other reasons
had not been included on the lentral Bank list. Such loans amount to about
$45.9 million (i.,e. Trans-Cheio, World Ba'k Cattle Loan, recent PL 480, etc.).
If one assumes this amount wi'l be evenly utilized over the 1970-74 period,
the interest payments (assumi:y 4% on dissursed balance) would be as shown
in column 3, Amortization Pa.tents will oce assumed only on the PL 480 loan,

UNCLASSIFIED
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or about $100,000 per year.

At the present time, international lenders are consldering various
new projects. It now appears that IDB will soon sign a $20 million
plus agricultural sector loan; AID io considering loans that could
reach $7 million in 1972 and probably will have annual PL 480 loans.
It can also be assured that other governments and private lenders
will continue to be active. Although amounts to be loaned are unknown,
for purposes of Table V, it has been assumed that new loans will have
grace perlods, that they will be utilized at the rate of $10 million
per year starting in 1971 ahd that interest will be charged at 4% on
the outstanding balance. These amounts are shown in column 4 of Table V.

TABLE V

PROJECTED AMORTIZATION & INTEREST PAYMENTS - 1970-74
(Millions of $)

Other interest Interest on
Year Amortization a/ Interest b/ _Payments ¢/ new loan d/ Total

1970 10.73 4.83 .47 -- 16.03
1971 10.45 9.77 .84 «40 17.46
1972 10.60 0.47 1.20 .80 18.07
1873 10.82 9.14 1,57 1.20 18.73
1874 10,22 4.68 1.94 1.60 18.44

al From IMF Title XIV Consultation Report, Table M, Page 72. Represents
‘ amortization payrments on debt as of 12-31-69. Central Bank data on
amortization thought to be understated.

b/ From Central Bank, represents interest payments on debt as of 12-31-69.
Includes recorded suppliers’ credits.

¢/ Thiz represents interest and principal payments on those loans not
shown on the Central Bank table. See text.

d/ Seo text,

Henco, by 1972 one can expect debt repayments of about $18 million., If

we can agsune that export earnings will increase 5% per year from the
projected 1370 level of $57 million, (i.e. 1974 exportas of $69.0 million)
this would put 1974 debt-service requirements at 26.7% of exports.

UNCLASSIFIED
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A factor reducing the pressure which debt-service paymonts will put
on the balance of paymonta 1s the practice of international loadors permitting
repayment in local currency. In the IMF’s calculations used above, currency
of repayment is not a crucial consideration, The IMF defines debt in
terms of residents and non-residents. Since non-residents can convert
local currency to hard currency, all paymcnts are considered by the IMF to
be potential claims on export earnings. If one assumes that international
lenders will not convert local currency payments (i.e. by making local
currency loans or use repayments for meeoting local currency expenses) the
pressure on the balance of payments will be reduced. Table VI presents
egtimated local currency repayments. These payments are deducted from the
total payments estimated in Table V and presented in Table VII,

TABLE VI

ESTIMATED LOCAL CURRENCY REPAYMENTS b/

BY LENDER 1970-74, BY AGENCY
(Thousands of $)

Lender 1870 1971 1972 1973 1974
AID 1,270.6 1,290.6 1,314.6 1,346.1 1,379.1
IDB ¢/ 2,642.4 3,041.1 3,375.2 3,515.7 3,689.3
Other 9_/ - Lallad - -~ - - - -

3,913.0 4,331.7 4,689.8 4,861.8 5,068.4

al AID and ILB are the only agercies permitting repayment in local
currency.

b/ Principal and interest.

¢/ Due to lack of fimm data, the local currency repayments on the
Tranc-Chaco loan ani the proposed 520 million agricultural package
are not considerod.

Source: UCZAID calculations using Cer:ral Bank loan table corrected
for more rocent consilderat.»ns.
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1870
1971
1972
1973
1974

TABLE VII

DEBT-SERVICE PAYMENTS 1970-74

(Thousands of $)

Total

16,030.0
17,460.0
18,070.0
©18,730.0
18, 440.0

Local Currency

UNCLASSIFIED
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Hard Currency

12,117.0
13,128.3
13,380.2
13,868.2
13,371.6

If only the hard currency figures are considered, the 1974 foreign
currency debt-service burden assuming a 5% export growth between 1870
“and 1974, will be 18.4%.

Although local currency repayments may reduce balance of payments
pressure, it does not reduce the need to ralse local currency. For
the GOP, this will be a problem;for the irdependent agencies, less of
a problen (except BUF) since they have their own wources of revenue. The
following table gives a distribution of local currency repayments by
agency. Notice that by 1974 about 71% of the local currency repayment
will be due from the following list of agencies. For the GOP, which
accounts for the remainder of the local currency loans, this means that
1974 local currency requirements will approach $1.48 million, up from
the ostimated $1.12 million in 1968.

TABLE VIII

LOCAL CURRENCY DEBT-SERVICE REQUIREMENTS
FOR SELECT AGENCIES

(Thousands of $ equivalents)

Agency 1670 1971 1972 1973 1974
ANDE 1,501.8 1,581.4 2,066,3 2,020.1 1,942.2
CORPCSANA 72.3 72.3 72.38 295.6 512,9
BlIF 838.4 1,028.3 894.8 797.4 779.9
ANTELCO 70.0 70.0 70.0 70.0 70.0
Private 255.8 2968.8 295.3 302.2 287.3

Total 2,738.3 3,060.8 3,398.7 3,485.3 3,588.3
Qrvevmas TIOLETN AalmilatbdinAane
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In summary, local ourrenocy repayments reduces the debt-service ratio
to a more manageable level and presenta less of a threat to the balance
of payments. It does not, however, relieve the borrowers from raising

local currency.

In conclusion, it do2s not appear that hard currency debt service on
registared loans will be a problea over the 1970.-74 period since the
ratio is not significantly higher than present ratios. This conclusion
should be tempered when one considers unrecorded debt and suppliers credits.

Suppliers Credits: At the end of 1969 authorized suppliers credits stood
at $21.9 million af/. Of this amount, about $15 million had been utilized.
Due to the short-term nature of suppliers credits, $6.7 million in
principal had been repaid by the same date. Hence, at the end of 1969,
outstanding suppliers credits stood at $15.2 million. Using average repay-

ment terms of 7 years for suppliers credits (assuming that additional credits

will be assumed as old ones are repaid) will require annual principal

payments of $2.1 million and (assuming 8% interest) annuwal interest payments

of $1.2 million or total annual interest payments of $3.3 million b/.

Unrecorded Debt: As more fully set out in State 101 of August 12, 1969,
There ic reason to believe that interest and principal payments effected
under the guise of repatriation of capital and profits could reach $2
million annually. Assuming annual repayments of 10% of borrowing, this
would represent unrecorded loans of $20 million or an amount equal to
recorded suppliers credits. Assuming this figure to be accurate and
adding these paymenta to suppliers crediis and recorded debt produces

the following table:

a/ See Part II of USAID’s list of External Loans. Unrecorded suppliers
credits are considered in the following section.

b/ There is probably some double counting with respect to interest payments
on suppliers credita. The i.terest payments shown or iable V, column 2,
include interest payments on & .ppliers credits whose authorized value

is about $15 million.

UNCLASSIFIED
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TABLE IX

ESTIMATED DEBT-.SERVICE REQUIREMENTS
(Millions of $)

1970 1971 1972 1973 1974

Payments on Recorded Debt® 12,1  13.1  13.4  13.9 13.4.
Payments on Suppliers
Credits D/ 3.3 3.3 3.3 3.3 3.3
Payments on Unrecorded
Debt b/ 2.0 2.0 2.0 2.0 2.0
TOTAL 17.4 18.4 18.7 19.2 18,7
P R - —— - U - - D - - — - B - ]

Total Payment as:

% of exports (assuming 5%
growth) g] 30.5 30.7 29,8 29.2 27.1

a/ Amount payable in Hard Currency - from Table VII

b/ Assumed all payable in Hard Currency
c/ $57.0 million in 1970 rising to $69.0 million in 1974

Reserves: After reaching precariously low levels toward the end of 1969,
Paraguay’s international reserves recovered rapidly during the first quarter
of 1970 (Table X). Several factors were involved including higher prices
for major export products and the distribution of the IMF’s special drawing

rights.

As more fully set out in TOAID A-~113 of April 3, 1970, the prospects
for continued improvement are good. Briefly, the demand for sawn lumber is
expected to continue increasing as is the demand for cotton and tobacco.
Present high prices for tung and continued growth in tourism will also be
important factors in improving the 1970 reserves position. These factors
are expected to produce an increase in exports earnings to $60 million,
or an increoase of about $5 million in 1970 (i.e. an increase of almost
10% over the 1969 level). Table XI presents latest balance of payments

projections.

Prospects for improved reserves are encouraging for the foreseeable
future. Looking beyond 1970 there are also some encouraging factors. Paraguay
vill soon start exporting electric power, and by 1972 will be earning $2.5
million annually. Cement exports are expected to become important while the
market for tung should be stahbilized. More importantly, tourist-related
foreign exchange earnings are anticipated to grow rapidly and become more
avallable for import financing and debt servicing. Imports will continue
to grow, but at rates somewhat lower than previously. All in all, the
prospects for strengthening of reserves are encouraging and it is not thought
that the balance of payments will became a serious problem in the near future.
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IABLE X
PARAGUAY
T
Dec 31 Dec 31 Dec 31 Apr 30
1967 1968 1969 1970
8,529 8,490 6,593 8,035
-837 -1,590 -1,191 -1,510
7,692 6,900 5,402 6,525
3,750 3,750 3,750 6,270 &/
11,Lk2 10,650 9,152 12,795
-7,5U3 ~7,833 ~7,841 -7,489 b/
3,899 2,817 1,311 5,306

s/ Includes Special Drawing Rights of $2.52 million.

b/ Figure for end of March.
End of April data for commercial baiks not yet available.

Source: Central Bank of Paraguay
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TABLE XI
PARAGUAY

BALANCE OF PAYMENTS
(Thousands of §)

Current Account: 1965 1966 1967 1968 1959 1970
Exports 60.8 53.6 504 50.0 55.1  60.0
Imports -53.0 -59.6 -61.5 -69.3 -7Th.6 -75.0
et Services -15.5 =-12,0 -13.4 -11,k -10.2 -11.0
Transfers , 3.6 L 5.0 L.6 5.5 L.5

Balance on Current Acct. -4.1 -13.6 -19.5 -26.1 -24.2 -21.5

Balsnce on Copital Acct., 12.b 17.3 2.4 26.6 35.k4 33.0

Brrors and Omissions #5.4  -6.7 8.1 -2.7 -1kL.3 -7.5
Reserve Movements -3.0 3.0 5.2 2.2 3.1 -4,0
(- = increase)

Source: 1966-1969 Data: Central Bank, revision dated May 4, 1970.
Figures for 1969 are preliminary.

1970 Data: USAID estimates; see TOAID A-113 of April 3, 1970.
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TRANSLATION

Ministry of Education and Worship
Asuncion, June 4, 1970

N.No. 239

Mr. Peter M. Cody
Director, USAID/Paraguay
Asuncion, Paraguay

Dear Mr. Cody:

The purpose of this letter is to submit for the consideration of
the Agency for International Development a formal request for financial
assistance for the educational development and improvement program of
the Government of Paraguay. This is the program which we have had under
intensive discussions with the USAID over the past six months, and which
we presented to Assistant Secretary of State Meyer during his recent

visit,

As you know, the Government of Paraguay has prepared a Plan for the
development and reform of its educational system during the period
1969-1980, This plan calls for a large investment by the Government of
Paraguay and the cooperation of internmational agencies. In addition to
this loan request being made to the Agency for Intermational Development,
we have initiated discussions with the World Bank, aimed primarily at
secondary and technical educgtion, which will be carefully coordinated
with the loan now belng requested, as will technical assistance being
received from UNESCO, UNICEF, and the Organization of American States.

Specifically, we are requesting the assistance of the Agency for
International Development in the construction and equipping of 20 Central
Schools and 100 Sub-Central Schools for Prim-~ry Education, preferably in
the zones with influence from Regional Centers; two new Regional Educaticnal
Centers in Pedro Juan Caballero and Puerto Presidente Stroessner; the
improvement of facilities in Pllar to create a new Reglonal Center; and
improvement of existing centers; and the construction and equipping of
the Superior Institute of Education and a Nommal School. These programs,
plus technical assistance, textbooks, and laboratory equipment, and in-
service training programs, will make it possible to accelerate the

reforms already underway.

As part of the efforts in the improvement of the educational system of
the country, the Ministry of Education plans to accamplish the following
reforms which will substantially improve the quality of Paraguayan

educaticn:
UNCLASSIFIED
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1. Gradually increase the percentage of the national budget duvoted
to education. In addition ¢:113,400,000 of PL 480 funds will be
made availlable in direct support of the project.

2. Adopt revised curricula at all levels of education.

3. Limit normal school training to the post-secondary school level,
and limit the supply of normal school graduates to the numbers
which can be absorbed by the school system,

4. Adopt new regulations for the employment, prowotion, salaries and
in-service training of teachers throughout the school system.

5. To the extent feasible, gradually decentralize educational and
administrative responsibilities to the Regional Education Centers.

6. Make it possible for all primary school students, especially in
rural areas, to have basic and supplementary textbooks and establish
rotating fund for continued production.

7. Accomplish a reorganization of the Ministry of Education which will
greatly improve the ability to plan, budget, and account for the
use of funds. In particular, an office will be established with
responsibility for administering this and the proposed IBRD loan.

The cost of this program over a three year period is $6,000,000, of
which the loan would furnish $4,200,000 and the Government of Paraguay
$1,800,000 from a combination of regular budget and PL 480 funds., I have
discussed questions of financing with the Minister of Finance and he has
agreed not only that the Government of Paraguay will provide the $1,800,000
required, but also that he will initiate in CY 1971 a program which will
increase the percentage of the Central Government Budget devoted to
education during the period of the Plan, thus ensuring adequate maintenance
of buildings and equipment, salaries and other needed requirements for the
continued improvement of the educational system.

In swmary, the Government of Paraguay has assigned a top priority
to the education sector in its public investment program and is prepared
to initiate the program immediately. It is an ambitious program in terms
of the funds required, but is modest in the light of Paraguay’s pressing
educational needs. We are hopeful that, with the assistance of international
financing, we will be able to successfully implant our program and make
a substantial contribution to Paraguay’s econcmic and social development.

s/ RAUL PEfA
MINISTER

UNCLASSIFIED

v



UNCLASSIFIED
AID-DLC/P-91k
ANNEX IV
Exhibit B, Page 1 of 1
TRANSIATION

MINISTRY OF FINANCE
No. 199
Asuncion, June k4, 1970

Mr. Peter M. Cody

Director

U.S. AID Mission to Paraguay
Asuncion, Paraguay

Dear Mr. Cody:

I have che pleasure of writing you in support of the Minister's
of Education letter No. 239, of this same date.

In his letter the Minister requests a loan of $4,200,000
(FOUR MILLION TWO HUNDRED THOUSAND DOLLARS) from the Agency for Inter-
national Development, in support of the Ministry's educational reform
program.

As you are aware, the Government of Paraguay gives educational
improvement top priority within its development plans, as reflected
in its presentation and discussions with CIAP and, recently, with
Assistant Secretary of State Meyer.

As an endorsement of this loan, the Government of Paraguay
pledpes the guarani equivalent of $1,200,000 (ONE MILLION EIGHT
HUNDRED THOUSAND DOLLARS) during 1971, 1972, and 1973, plus such
additional funds as may be required to ensure successful completion
of construction included within the loan project. The source of
these funds will be a combination of PL L8O proceeds, to the extent
they are available, and regular budgetary funds.

Given the priority which my government places on education, it
{5 our intention to increase annually, as much as possible, the per=-
centape of the national budget devoted to education, within the
next ten years. With this increase, we believe a substantial improve-
ment in the quality of the Paraguayan education will be made possible.

¥ay I take this opportunity to ratify the aforementioned
conccpts and at the same time, express you my highest regard and
esteem.

CESAR BARRIENTOS
/s/ GENERAL D.I.M.
MINISTER
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Mr. Peter M. Cody
Director, U.S./A.I.D.
U.S. Embassy
Asuncidn, Paraguay

Dear Mr. Colty:

The Peace Corps plans to place 1k additional volunteers in
the b existing and 3 proposed Regional Centers. These volunteers
will provide technical assistance to the Centers and the schools
in the centering communities in the following curriculvm areas:
Ag.-shop, sciences, mathematics, home economics and health. It is
our understanding that the major task of the volunteers will be
instruction of teachers and development of the teaching program in
the Centers and in the Center's zone of influence.

A 15th voluntecr will be placed in the Regional Center Office
of the Ministry of Education to co-ordinate this program and to
help this Office deveclop its program of assistance Lo the schools
in the Center's zore of influence.

It is our understanding that A.I.D. will provide, under the
loan, vehicles for each Center for use in visiting schools in each
area and provide a small amount of appropriate supplies to each
student for use in this prosram. Maintenance and repair of these
vehicles will be paid for by the Ministry from the regular budget
funds or by funds from tne loan project. We also urderstand that
the Ministry of Education will provide a qualified full-time counter-
part for eacn volunteer, with the further understanding that this
counterpart will remain after the volunteer terminates his service.

Volunteers will be phased in for two-year terms beginning )
approximately January, 1971. i/

Peace Corps Director/Paraguay

\q l
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LOAN AUTHORIZATION (DRAFT)

Provided from: Alliance for Progress Funds

PARAGUAY : Educational Development Program

Pursuant to the authority vested in the Deputy U.S. Coordinator,
Alliance for Progress, by the Foreign Assistance Act of 1961, as amended,
and the delegations of authority issued thereunder, I hereby authorize
the establishment of a loan ("Loan") pursuant to Part I, Chapter 2, Title
VI, Alliance for Progress to the Government of Paraguay ("Borrower"), of
not to exceed four million two hundred thousand United States dollar
($4,200,000) to nssist in financing foreign exchange and local currency
costs of equipment, material and services necessary for the conduct of
the Borrower's Educational Development Program. The Program shall provide
for revision of curricula in public schcols, improvement in the employment
conditions and supply of teachers, increased and improved educational op-
portunities (particularly in rural arcas), a greater role in Regional Ed-~
ucation Centers of educational developments within their zones of influence,
and a larpger share for educational purposes within the national budget.

Up to $225,000 of the loan shall be available for technical assistance
to the Borrower, and up to $3,500,000 for local currency costs. This
loan shall be subject to the following terms and conditions:

1. Intcerest and Terms of Repayment

Borrower shall repay the loan to AID in United States dollars
within forty (40) years from the date of the first disbursement
under the loan, including a grace period not to exceed ten (10)
years. Borrower shall pay to AID in United States dollars on
the disbursed balance of the loan interest at the rate of 2%
(two percent) per annum during the grace period and 3% (three
percent) per annum thereafter.

2. Uther Terms and Conditions

(a) Prior to the execution of the Loan Agreement, Borrower
shall be current in all debts owed by it to AID or pre-
decessor agencies.

UNCLASSIFIED
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(b) All goods and services financed by the loan for the Project
shall have their source and origin in the United States or
the nations of the Western Hemisphere south of the United
States, with the exception of Cuba. Ocean shipping financed
with loan funds shall be procured from the United States and
marine insurance financed under the loan shall be placed
with a company authorized to do marine insurance business
in any State of the United States.

(¢) Prior to and as a condition to the disbursement of Loan
funds to finance any particular construction contract, Bor-
rower shall, in form and substance satisfactory to AID, fur-
nish USAID:

1. Evidence that all necessary rights to the Jand have been
obtained.

2. TFinal engineering designs and specifications for the
specific school; and

3. An executed contract with a qualified construction
firm satisfactory to AID and the Borrower.

(d) Prior to and as a condition for the first disbursement under
the loan, the Borrower shall appoint a Project Administrator
who will have the authority and responsibility to coordinate
all aspects of the project, including both construction and
qualitative improvements within the primary and secondary
school system.

(e) Prior to and as a condition for the first disbursement under
the loan, the Borrower shall covenant to provide $1,800,000
during calendar years 1971, 1972 and 1973 in support of this
project, and a schedule, satisfactory to AID, for its con-
tributions. In addition, the Borrower shall pledge its best
efforts and intent to increase the percentage of the national
budget devoted to education.

(f) Prior to and as a condition for the first disbursement under
the loan, the Borrower shall, in form and substance satis-
factory to AID, contract for a period of up to three years
with an independent consultant engineering firm or individual
authority to approve final engineering designs and specifi-
cations, recommend construction contract awards, supervise
construction, and certify AID disbursement requests, for a
period of up to three years,
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(g) Prior to and as a condition precedent to the first dis-
bursement for the first year's construction under the loan,
the Borrower shall, in form and substance satisfactory to
AID, contract for long term technical assistance of edu-
cational administration and curriculum development for
reriods of up to two years, and such short term assistance

as

may be necessary to begin implementation of the loan.

(h) The Ministry of Education shall declare in writing its
responsibility and intent to implement as promptly as
feasible the following measures included within its Edu-
cational Development Plan:

1.

2.

5.

3. The

Planned organizational changes within the Ministry of
Education;

Establishment of a career teaching service, which will

provide remunerations as an incentive for participation

in in-service training, which will make possible the

gradual elimination of unqualified teachers and the elimination
of surplus graduates from normal schools;

Education reforms for the primary and secondary schools,
including curriculum reform;

Adoption of a plan for the delegation of educational and
administrative responsibilities to the Reglonal Centers
and a plan to increase the role of the Centers in the
improvement of other primary and secondary schools within
their zones of influence;

Adoption of an adequate maintenance plan for all schools
financed under this loan.

Ioan shall be subject to such other terms and conditions

as A.I.D. may deem advisable.

Deputy U. 5. Coordinator

Dat::



