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MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Colombia - Urban/Regional Sector Loan

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed $37,700,000
to the Government of Colombia to assist in financing the local
currency costa of goods and services needed to support Borrower's
program cdirected toward solving problems of the urban sector,
including, but not limited to, redirecting rural/urban migration,
improving basic infrastructure conditions in both major and
intermediate cities, and improving .scal planning and administra-
tive capacity.

This loan proposal is scheduled for consideration by
the Development Loan Staff Committee at a meeting on Monday,
Junc 12, 1972,

Rachel R. Agee
Secrctary
Development Loan Committee

Att zchments:
Summary and Recommendations
Sector Analvsis
A.JEXES A-C

UNCLASSIFIED



UNCLASSIFIED
AID-DLC/P-1032

June 5, 1972
URBAN/REGIONAL SECTOR LOAN II

TABLE OF CONTENTS

Page
SUMMARY AND RECOMMENDATIONS . . ¢ ¢ v v v v ¢ v o s 0 o o i
SECTION I BACKGROUND. . . . .. e e e e e e e e e 1
A. Summary of GOC Urban/Regional Development
and Sector Strategyand Plan. . . . . . .. ... . .. .. 1
B. Appraisal of Past Assistance and the Current
Sector Loan. . . . . .. e e e e e e Ve e e e e e e e 5
SECTION II THE PROJECT: URBAN/REGIONAL SECTOR
LOANIL . . 0 v v i v et e e e v v e e e e e v 16
A, Purpose of Urban/Regioral Sector LoanIL . . . . . . .. . 17
B. Description of Key Levels of Impact and
Anticipated Results, . . . . . . . . .. .. 0000 18
C. Priority of Sector Loan Project . . . . . . v « v v v ¢« v o 20
D. Environmental Aspects. . . . . . v v v v v v e e w0 e 20
SECTION III ECONOMIC AND SOCIAL ASPECTS OF THE
URBAN/REGIONAL DEVELOPMENT PROGRAM., . 22
A. Present Status of Colombian Economy. . . . . . . . . . .. 22
B. Impacton U.S. Economy . . . .. ... .. .. .. Ce e 23
C. Title IX - Building of Democratic Institutions . . . . . . . 23

UNCLASSIFIED



SECTION IV

E‘

UNCLASSIFIED

Contribution to Colombian Development . . . . . .

Consistency with CIAP Reviews . . . . . . .

Consistency with Consultative Group Review . . . . .

Certification of USAID Director « « + ¢« « « « + +

SECTOR LOAN . . . . v v ¢« v e v v o 0 v
Borrower - The Government of Colombia ., . . . .

Relation to Total Urban/Regional Sector Financing

Relation to Implementing Agency Financing . . . . . .

Terms of Loan, Alternative Sources, and
Repayment Prospects. . . . . « « v« o« o o0

Financial Plan . . . . . . . ¢ v v v v v v « ¢ v .

SECTION V COVENANTS AND CONDITIONS « + . . . .

A,

B.

FINANCIAL ASPECTS OF THE URBAN/REGIONAL

Conditicns Precedent. . . v v v « v v v v v v v v o 0 e

CovenantB « « v « v« 4 v e v 0 e e e e s e e e e e

SECTION VI LOAN ADMINISTRATION. « « v « v v v o &

A,

B.

Administration and Implementation Plan , , , . .

Evaluation . . . . . ..

UNCLASSIFIED

Page

24
24
25

25

26
26
26

29

32
33
34
34
35
36
36

39



UNCLASSIFIED

ANNEX A STATUTORY CRITERIA AND USAID DIRECTOR'S
CERTIFICATION
ANNEX B PROJECT DETAIL
Exhibit 1 Status of Accomplishments in CY-1971 and Plans for
CY-1972
Exhibit 2 Draft of Annex to Proposed Loan Agrecement
ANNEX C DRAFT LOAN AUTHORIZATION

SUPPLEMENTS (See Official Files)

SUPPLEMENT ONE  URBAN/REGIONAL SECTOR ANALYSES PAPER
(May 6, 1972)

SUPPLEMENT TWO MACRO ECONOMIC ANALYSES "COLOMBIA.:
ECONOMIC PERFORMANCE AND PROSPECTS
(1972)"

SUPPLEMENT THREE COLOMBIAN THREE-YEAR SOCIAL AND
ECONOMIC PLAN (1972-1974)

UNCLASSIFIED



AID-DIC/P-1032
UNCLASSIFIED
Junc 5, 197«
-t

URBAN/REGIONAL SECTOR LOAN IIX

SUMMARY AND RECOMMENDATIONS

A. Borrower and Implementing Entities

The Borrower will be the Government of the Republic of
Colombia (GOC), represented by the Ministry of Finance. The
implementing agency will be the Ministry of Development,
which will be a signatory to the loan. The following are sub-
implementing agencies: National Housing Agency (ICT),
Institute for Municipal Development (INSFOPAL), Bank of the
Republic ‘BOR), acting through the Urban and Finance Funds
(FFDU and FFI, respectively), Popular Finance Corporation
(CFP), Advanced School of Public Administration (ESAP), the
National Planning Department (DNP), and the Administrative
Department of Statistics (DANE). For purposes of coordina-
tion, the Director of the National Planning Department will
also be a signatory to the Loan Agreement.

B. The Loan
1. Amount: Not to exceed $37.7 million.*

2. Terms: Interest in dollars at 2% during the first
ten years; 3% thereafter. Repayment in dollars over 40 years
with a l0-year grace period.

c. PurEoses

To support both new and expanded on-going GOC initia-
tives which serve urban/regional development objectives,
including promotion of economic growth in urban areas, with
emphasis on the elimination of discrimination against inter-
mediate cities in the areas of cr=dit for the promotion of
labor-intensive industry and for municipal infrastructure,
and improvement of living conditions for low income families
in all urban areas, and improvement of local level planning
and public administration.

*All peso amounts shown for CY 1973 are calculated at an
exchange rate of US$1.00=23.8 pesos.
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arca, generally is expended over several years, is mainly concerned with
the end-use of loan funds, and is relatively rigid in its applici:tion once
negotiated, the sector loan permits assistance to essential elements in the
entire area of concern, especially improred poiicies, planning and manage-
ment, and is under constant attention, through review and negotiation,
allowing refinement of the assistance and strategy as sector problems
arise, Also, & sector loan has many of the aspects of a program loan,
such as its effect on helping to meet balance of payments problems and
spurring on rnore adequate fiscal performance; however, in the main, it
addresses directly the crucial sector iseues and seeks improved efficiency
and utilieation in the use of applicable resources.

F. Description of the Loan

The loan will provide AID assistance to the Colombian urban/regional
development program in the achievement of the following of the development
plan's intermediate objectives:

l, Increasing credit available for intermediate city infrastructure
improvemant, particularly streets and water and sewerage lines projects
financed through valorization and ta:iff collections.

2, Increasing credit for srmall and medium labor-intensive industry
in intermediate cities.

3, Expansion of ICT's low-income housirg program, with increased
emphasis on the lowest cost solutions possible, such as sites and services.

4. Improvement of local level public administration and national
level administration, data collection and policy-making in the urban/regicnal
sector,

G. Alternative Sources of Financing

The Mission understands that the IBRD, IDB, and Eximbank have
been advised of this proposed loan and have indicated no interest in
providing this financing.
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H. Loan Administration

1. Procurement: No dollar procurement is contemplated under
the loan.

2. Disburaements: Local currency utilized under the loan shall be
Colombian pesos obtained by AID with U.S. dollars. (See Section VI A 4
(b) for a more detailed description of the procedures to be used for genera -
tion of local currency to be utilized under the loan.)

I. Views of the Country Team

This loan will be the principal instrument of the FY-1972 United
States assistance program for stimulating more balanced urban/regional
development. The loan program will have a measurable effect on the
Republic of Colombia's capacity to orgarize more adequately, from a
developmental standpoint, her urban areas and strengthen her regional
structure, and so foster the achievement of mutually accepted developmental
objectives. The Country Team recommends approval of the loan.

J. Statutory Criteria

All statutory criteria have beon met, (See Anrex A, Exhibit 1.)
K. lIssues
None.

L. Recommendations

Authorization of a loan to the Government of the Republic of Colombia
in an amount not to exceed $37.7 miiior, subject to the following terms and
conditions, in addition to the normal AID loan conditions:

Utilization of Previous Loarn Proceeds

Disbursement of pesos under the loan shall be made orly after all
peaos generated by Loan 514-1,-063 furds have been completely disbursed
to each sub-implementing agency under that loan, unless AID otherwise
agrees in writing.
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URBAN/REGIONAL SECTOR LOAN

SECTION I BACKGROUND

Since the mid-sixties, when Colombia pasaed the 50% mark in urban
population as a percentage of total population, increasing attention has
focused on the relationahip between national and urban development problems.
It cannot be said that the two a~e synonymous; however, the interdependence
of urban growth pressures and national political, social and economic pro-
blems has been recognized to be extenasive, The central national develop-
ment strategy of the 1972-1974 GOC Plan focuses on urban growth as a
"motor' for development. Urban unemployment, rural/urban migration
and Colombia's urban/regional structure sre areas that increasingly
occupy the attention of Colombian planners, economists and public figures
generally. As analyais is applied ail problems and priorities are vetter
identified, this identification process has begun to yield a sectoral approach
to urban development. This has led to a more precise definition of prime
objectives and greater coordination of inveatment activities to achieve those
goals,

A description of the urban sector and an analysia of its principal problems
are contained in the "Urban/Regional Sector Analysia Document' recently
completed by the Mission. However, the GOC strategies which bear on
urban development warrant reviecw here from the standpoint of their
increasingly unified sectoral orientation.

A. Summary of GOC Urban/Regional Development Sector Strategy and Plan

1. The GOC Development Plan

Analysis of development in Colombia reveals marked differences
in the social and economic indicators measuring the levels of urban develop-
ment between cities. In general, these disparities, in terms of gross

UNCLASSIFIED






UNCLASSIFIED

-3-

b. '""Zquilibrium metropolises' (Medellin, Cali, and
Barranquilla): promote industrial specialization and the creation of
industrial complexes, and emphasize improvement of infrastructure.

c. Medium-gized cities {100, 000 to 300, 000 population):
strengthen small and medium industry as well as large industry, as
appropriate,

d. Small cities (30, 000 to 100, 000 population): promote
agro-industry.

In addition to the urban/regional strategy continued from last
year's Plan, the 1972-1974 Plan presents an overall strategy which will
have significant implications for urban development. This strategy seeks
four major objectives: (1) employment generation; (2) growth of exports;
(3) increased productivity in agriculture, and (4) improved income dis-
tribution.

The Plan assumes that investment may not necessarily be the
prime mover of development, but, rather, that increases in effective
demand for particular types of commodities are a necessary pre-condition
to economic growth., Having made this assumpticen, the Plan then proceeds
to discuss directly the problems of unemployment and under-employment,
That is, instead of merely associating certain levels of employment creation
with inveastment-stimulated economic growth, the objective of employment
generation is given equal status. The Plan argues that fuller ermnployment
of the unemployed and under-employed will lead to more evea income dis -
tribution and this, in turn, will lead to greater effective demand. If the
dernand is guided properly, it, in turn, will lead to incentives for greater
production,

There are four main areas of attack by which the ’las aimns to
acnieve this result. First, it urges a major effort at urban developrment,
mainly in the field of housing construction. Theire¢ are both econornic and
social reasons stated for this approach, The social problenis of the rural
sector cannot be resolved by acting on rural areas alone, it is argued,
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has not had a significant impact on policy, nor hae it contributed suffi-
ciently to a sectoral strategy through emphasis on priority projects
within a framework of overall objectives.

Technical assistance activities have had a greater effect on
policy-making. John Turner's study of low-income housing has been a
key element in restructuring the ICT program. The AID-provided technical
assistance for preparation of the Cali genera) plan was conside -¢d innovative
and has been influential in plan preparation methodology in other Colombian
cities. Finally, the IDF study of Cartagena's slurhs was the basis for
development of a small business program in Cartagena that is one of the
more interesting approaches to economic improvement in slum areas, and
may prove to b2 a model for similar programs elsewhere,

Not insignificant in AID's contribution to the development of the
urban area of Colombia has been the support provided to those Colombians
who have been attempting for some ycars to promote the concept of a sector
strategy for urban/regional development, taking into a.count i.s broad
scope and the interrelationships amongst infrastiucture, housing, industrial
development and virtually all other key aspects of urban life, including education
and some aspecte of healta and interrelationships with agriculture, The
FY-197" urban/regional sector loan, as the first attempt at implementation
of a program for the gecio~, sought to provide a tocus {for analysis, planning,
execntion, and evaluation. 7The current cector loan is explicitly cited ia,
and further hoped-for AID secior financing i8 au integral part of, the
Colombian vtrategy sct forth in tis 1972-1974 Plan document.  'The noctor
loan device clearly is serving to provide the necessary encouragement
and inducement to Colombian ministries and agencies (o e<anine urban/
regronal problims in all their complexities and (nterrelationships -- as a
basis for designing pclicy actions and programs vhich make sense and arc
mitually supporting.

The sector Joan technique in Colombis Wi Lecn accornpanied
by new procedures and requirements that have bad invaluable consequoaces
in the management of development in all three secior loan arcas.  In the
urban/regional area there have been special cormnplications., There are
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2, Appraisal of the FY-1971 Sector Program (Loan 514-1L.-063)

a. Financial Progress - As of May, 1972, 390.8 million
pesos (US$18, 400, 000 equivalent) of FY-1971 loan proceeds had been dis-
bursed to the GOC Treasury. This represents 63.4% of the U5%29 mi:lion
scheduled for peso disbursement under this loan, and corresponds to an
initial advance, plus a second disbursement pursuant to a GOC progress
report and request., (See Annex B, Exhibit 1, for a summary of this progress
report,) Since funds disbursed under this second request are intended,for all
but one sub-implementing agency, to meet demaud through June 30, 1972,
it is expected that a third disbursement will be requested shortly after that
date. In view of the heavy demand for funds, particularly in the cases of
ICT, the FFI, and the FFDU, there is little doubt that any undisbursed
funds remaining after the third GOC request will be disbursed piior to
December 31, 1972.

The summary table which follows presents, for all
activities covered in the first urban/regional sector loan, the results of
the GOC 1971 fiscal exercise and its plans for 1972, This table indicates
that for the period covered in the Loan Agreement therec will be a total
expenditure of 63.5 million pesos less than provided for in the Agreement
(the sum of columns 3, 5 and 6, compared to the sum of colurnns 1 and 4j.
This 3% difference in total financing is due entirely to a miscalculation made
when the CAP was drafted regarding recuperations for the FFDU and ¥FI,
and offsets what would otherwise be a 20 million peso increase over loar
targets,

The delay in sector loan disbursements i1 1971 was ace 1o
procedural problems in moving scctor loan proceeds from the GO Treasury
to the sub-implementing agencies. These problems were cxogenous to the
operation of the urban/regional sector loan, and have now largely been
corrected. As will be seen, only in the case of one sub-implementing
agency (the FFDU), did this '"cash flow'" difficulty delay the initietion of
its program,

In sum, as concerns overall investment for the urban/
regional sector, the GOC has lived up to its commitments as set forch in
the FY-197]1 Loan Agreement. The program is accelerating in terms of
both disbursements and demand for funds as it becomes more widely
known and sub-implementing agencies become more fully familiar with
administrative procedures.
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NATIONAL URBAN/REGIONAL DEVELOPMENT INVESTMINT

1971 - 1972

(Millions of Current Peso: )

CY-1971 * TY--_ 572
Total Total Total Rensived Trhal Totel Disbursed ewa’ Trograumed
rogremmed Obligated by Sub- Prcgrammed +o Dat= to Sub- for Distursement
per loan or implementing per 1oan implementing During Balance
Type of Funds Agreement  Expended ** Agencies Agreement Agencies of Year
(1) (2) (3) (4) (5) (6)
Sector Loan 86.0 37.5 0] 522.3 85.0 523.3
Counterpart 89.9 89.¢6 85.9 - - -
GOC Resources 391.3 405.1 Q4.1 91€,1 202, oL 1

TOTALS 567 .2 532.5 43k.0 1,438.4 287.7 1,170.4

* For FFDU and FFI period from 8/11/71 - 12/31/71 only included.

** Obligation figures for FFDU and FFI; expenditures for ICT, ICFES, and DNP
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b. Qualitative and Quantitative Progress

(1) Overall Analysis

(a) Prior Analysis - The analysis of the FY-1971
urban/regional sector program began several months before the actual
loan request. The initial presentation was contained in the A1D Country
Field Submissinn and the GOC Economic and Social Development Plan,
1970-73, These documents, in turn, were supported by numerous other
studies, Immediately following submission of the CFS, intensive effort
began on the overall urban/regional sector analysis. The analysis drew
upon the resources of the National Planning Department and AID/Washington.
These efforts resulted in the most comprehenaive analysis of the Colombian
urban/regional sector in existence at that time., The recent, in-depth
sector 2nalysis has confirmed the main conclusions reached in last year's
analyais,.

(b) Strategy Design - The sector analysis was
substantially in agreement with the GOC strategy in terms of approach.
Both analyses identified three main problem areas: (i) discrimination
against Colombia's important inte:rmediate cities, principally in terms of
credit distribution; {ii) the poor quality of life for the very large urban low-
income class, and (iil) the ineffectiveneas of urban public administration.

In terms of promotion of interm ediate cities
growth and the quality of urban life, employment creation was identified
as a key factor., Emphasis was placed on the role intermediate cities
could play in absorbing rural/urban migration, thus reducing pressure on
the largest cities in their efforts to cope with rapid urban growth. Employ-
ment creation is considered the major single factor which enables smaller
cities to attract and absorb a larger share of the migration stream.

The major areas of public scrvice deficit

affecting the quality of urban life, particularly in intermediate cities,
were identified as water and sewerage service and housing,
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One major problem that has arisen in the
implementation of the FY 1971 loan has been overall manage-
ment and coordination of the program. The DNP Urban/Regional
Unit has thus far performed these functions well; however, it
is the Mission's judgment, shared by the DNP, that this func-
tion should not be the sole responsibility of the DNP, since
time-consuming management problems have diverted it from its
planning functions. It is proposed that che FY 1972 Loan
Agreement contain a condition precedent to disbursement that
the GOC study current implementation procedures and develop
proposals to solve current probhlems.

Another problem -- common to most sec-
tors-- which has been identified is the lack of certain kinds
of data and of disaggregate analysis of available data. This
situation is being remedied to some extent, e.qg., via the
design of the 1973 national housing and population census,
through an IBRD-CEDE study of employment cffects of different
kinds of industrial investment, through sampie studies of the
employmecint effects of working capital vs fixed capital loans
and through an in-depth migration motivation study. However,
a need scill exists to define more preciscly -- and then
drrange to install -- a comprehensive data base and an
analytical system for using the data.

(d) Allocation of Resources - The quantitative
allocation of resources o the urban/regional sector has
followed that specified in the FY 1971 sector program. (The
allocations to individual entities and organizations arc
discussed in Annex B, Exhibit 1, to this paper.) The distri-
bution of allocated resources, however, lagged hehind the
expected disbursement schedule., In part, this resulted from
the newness of the distribution process established for this
program (as contrasted with the former system of gradual peso
generation through importation). and from inherernt complexi-
tices of the Colombian Government's system of badgeting and
financing, Fortunately, as can be seen from the proqgress
report portion of Annex B, this delay deterred progress only
briefly. At this writing, the problem appears to have been
resolved,
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(e) Policy Issues Raised on the FY 1971
Program - These included the possible need for technical
assistance to implement the FY 1971 program. In addition to
this point, which was specifically identified as a policy
issue in the FY 1971 CAP, there were several other policy
questions reflected in special covenants to the Loan Agree-
ment, the major ones being: (i) the nced to provide techni-
cal assistance to intermediate cities to preparc infrastruc-
ture projects, and (ii) the need to undertake broad based
evaluation programs.

No need for external technical assistance,
other than that made available, has yet become apparent in the
course of execution of the program. The GOC has shown the
capacity to satisfactorily implement loan activities now under
way without external technical assistance. iowecver, the uni-
versity urban studies center program is just now commencing,
and progress will be monitored to determine whether assistance
may be helpful.

In regard to technical assistance to inter-
mediate cities, the GOC, through the DNP, has created a special
traveling technical assistance team to help identify and do
initial development work on intermediate city projects. 7This
program will receive support through the proposed FY 1972 loan.
All traveling assistance teams include¢ representatives of
FONADE, the major national source of credit for technical
assistance. Thesc FONADE representatives assist municipalities
in identifying technical assistance needs and in applying for
FONADE financing. Thus FONADE services have bheen effectively
extended to intermediate cities, perhaps more effcectively than
through a program of publicity as reguired Ly the previous
sector loan agreement,

With regard to initiation of an cevaluation
program, separate from loan monitoring, ther~ has beon little
progress to date. This is duc, in part, toe the fact that all
available time and energy of the DIP has boen concentrated on
getting the operational program under way.

() Action Plans and ILmploacntation Lxpericence =
The implementation of the FY 1971 dctivitics whicn woerce
scheduled in CY 1971 and early CY 14972 are describod in Annex B,
Exhibit 1, by sub-implementing agoicy.
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In all cases but one, substantial imple-
mentation has already taken place despite the initial flow
of funds problem. Several entities had cut back on lower
priority programs, where they were able, to finance their
sector loan-related programs. These efforts have kept tar-
get achievement fairly well on schedule. In addition to
implementaticn, the sector loan, from the ocutsebt, has been
instrumental in effectuating a number of major policy reori-
entations, perhaps most significantly in regard to credit
for intermediate cities. 1In this regard, the principal
activities and accomplishments arc described in brief below.
Full details are provided in Annex B, Exhibit 1.

(1) ICT - In 1971, ICT utilized close to
G0% of its resources for low-income programs. This is a dra-
matic turnabout from the trend in the late sixtics of ICT
construction of relatively more¢ expensive housing., ICT has
prepared, and AID has approved, a detailed analysis for the
implementation of a "site and secrvice" program and will
shortly commence project construction.
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(ii) FFDU - The regulations governing FFDU
operations have been modified, lowering the interest rate by a point and
providing for 80% rediscounting on intermediate city lnans. ILs approvals
reflect this new orientation. More than 60% of its disbursements in the
April-June trimester will go to intermediate cities, and over 50% of its
total lending for 1972, as now projected on the basis of approved applications,
will be in intermediate cities. In prior years only about 20% of this financing
went to intermediate cities,

(iii) BOR-FFI - FFI regulations have also been
modified, raising the rediscount rate for loans in intermediate cities to 80%.
As a result, 50% of its lending has been in interme diate cities since the
commencement of the program, as compared with 20% prior thercto. The
FFI has also increased its eligibility standards and will now lend to firms
which have up to 20 million pesos in asscts if they rneet a labor-intensiveness
test, vs. the previous limitation of 15 million pesos.

(iv) ICFES-ESAP - ESAP initiated its public
service training program in CY-1971 and trained 1, 350 officials in that
year and 4,868 more in the first three months of 1972, This was accom-
plished in spite of delays in sector loan support; it was {inanced by deferiing
lower priority programs,

(v) ICFES - Univergity Urban Studies Program
The GGOC has presented recently, and AID hasg approuved, a proposal for
developing university urban study programs. It is expecterd that vhe first
disbursement for this activity will be made shortly.

(vt} 2_1“_!!_) ~ The DN has beon active 1n 1ts sector
loan-related program since CY-1971, although it oniy recently received
its first loan disbursement. It has carried out extensive publicity activity
and has finished substantially the job of preparing criterie and technical
aggigtance programs for the municipal development and industr. i promotion

foundation activities,
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SECTIONII THE PROJECT: URBAN/REGIONAL SECTOR LOAN II

The Mission's Urban /Regional Sector Loan Committee has analyzed
Colombia's urban/regional sector strategy and is convinced, in view of the
above, that further AID capital assistance, as requested by the GOC, will
assist the Colombian urgan/regional sector to continue progress in ways and
at a rate otherwise not currently feasible.

This proposed second sector loan is generally structured along the same
lines as the current loan; however, AID inputs are planned for seven sub-
implementing agencies, instead of four as in the previous loan. I'wo of
the new agencies complement the activities of those now supported; the
third represents a one-time activity designed to improve the data base for
the sector. The additional agencies are:

INSFOPAL - which will finance the construction of water and sewerage
lines in intermediate cities which do not have local entities to undertake
such activities and 8o cannot utilize FFDU f{inancing. This program will
include priority projects already planned, and will include a mechanism to
induce many of the cities benefitted to establish local pubiic service

corporations.

Corporacion Financiera Popular - which will provide direct credit for
small and medium labor-intensive industry in intermediate citics. This is
the principal, existing Colombian institution serving this purpose and has
developed a program to virtually double its lending portfolio during 1973,

DANE - This will be a one-time input to finance the 1973 national
census, which will provide essential data bearing on urban/regional develop-
ment, particularly rural/urban migration and housing. AlD has already
provided technical assistance to help design the migration component of
the census.

The remaining activities will essentially be continuations of the present

program, All activities are fully described in what is proposcd as the
Annex to the Loan Agreement, a draft of which is provided as Annex B,

UNCLASSIFIED



UNCLASSIFIED

-17-

Exhibit 2, to this CAP. It should be noted that certain activitics encompassecd
in the current loan will not be programmed to receive commingled funds
under the FY-1972 proposal. These are the municipal development institutes,
regional industrial foundations, and university urban studies activities, All
these programs are experimental, and although the latter two programs are
getting under way, and sector loan money will soon be dishursed for these
purposes, the GOC is not now prepared to make a judgrnent as to the necd

for additional funding for them for 1973, The municipal development institute
program is in the advanced planning stage; however, its initiation is not
anticipated prior to the second semester of this year. In the case of the
municipal development institutes and the regional industrial foundations,
should it later be determined that additional funding is needed in 1973, this
can be accomplished by authorizing the FFDU and FFI to make the necessary
allocations against available commingled funds.

The US$37. 7 million pesos equivalent for the deven sub-implementiag
agencies under this loan will be commingled with US$64. 3 million peso
equivalent of national budget and non-budgetary resources for a total of
approximately US$102. 1 million equivalent in resources directly agsociated
with the sector loan program. As will be noted from a review of Chapter 12
of the Sector Analysis Document, it is difficult to determine precisely the
level of national urban/regional sector inveastment; howrver, based on

the analysis therein, this US$102. ! million represents about 187% of total
urban/regional investment, It represents, of course, a key 18% since it
constitutes the essential financing {or the priority expansion arecas of the
GOC's urban/regional strategy.

A. Purpose of Urban/Regional Sector Loan II

Within the broad objectives of ameliorating credit discrimination
ayaingt intermediate cities and improving the quality of urban iife, the
loan is designed to aid the Borrower in carrying out its urban/regional
sector development program by continuing support for previois programs
and by supporting new or enlarged initiatives in the fcllowing specific
areas: (1) further gstrengthening valorization financing entities at the
national and local levels by providing them with working capital and
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increasing their capitalization; (2) supporting priority water and sewerage
installation programs in intermediate cities without public service corporations;
(3) continuing support for ICT's efforts to enlarge its innovative low- income
housing programs and reach the lowest possible income groups; (4) increasing
the flow of credit to small and medium labor-intensive industry, particularly

in intermediate cities; (5) continuing support for the local public official
short-course training programs; (6) providing support to the 1973 census;

and (7) continuing support for the DNP's program to coordinate and provide
technical assistance and promotional efforts on behalf of the loan.

(See Annex B, Exhibit 2, of this CAP for a detailed description of the
use of loan funds, )

B. Description of Key Levels of Impact and Anticipated Results

The loan will have immediate impact on intermeaiate city credit flow
and the quality of urban life, through new and continued requirements that
(1) the proportion of credit directed to interme diate cities, flowing through the
FFIl and FFDU, will be maintained at 50%-60% levels and credit terms for
intermediate cities will be relatively more attractive; (& INSFOPAL will
concentrate on improving intermediate city infrastructure and use its
resources and influence to induce intermediate cities, which have the
financial capacity, to strengthen their institutional structure by setting up
public service corporations; (3) ICT will concentrate its investment on the
lowest income Bolutions possible; (4) ESAP will continue and expand its
public official training program; and (5} the DINP will strengthen its
capacity to provide assistance in the public administration field.

In addition, the loan will support the following quantitative goals:

- To increase FFDU's level of outstanding rediscountsfrom 635
million pesos to approximately 940 million pesos by the end of 1973, with
60% of new credit invested in intermediate cities. *

- To increase FFI's level of outstanding rediscounts froin 590
million pesos to approximately 830 million pesos by the end of 1973, with
50% of new credit invested in intermediate cities.*

* The CY-1971 sector lecan used capitalization to define targets for both
the FFDU and FFI, We have since determined that, for a variety of
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- To increase the level of CFP's outstanding lending from 240
million pesos to approximately 440 million pesos by the end of CY-1973.

- To increase ICT iow-income housing investme.ut in 1973 to
1,000 million pesos (60% of its total invesime ut budget).

- To increase INSEFOPAL's investment to 383 millizn pesos in 1972
and 547 million pesos in 1973, 60% of which will go to intermediate cities.

- To provide 500 short courses in public administratior. for
15, 000 local public officials,

The measurable direct human impact of this program is, of course,
substantial in itself. The indirect impact, in terrms of employment created,
should be much greater when one considers that the programs supported
are all highly labor-intensive.

reasons, this is not an arlequate basis for measuring achievermnent, The
principal reason is th. ; capitalization of these two entities 1s subject to

wirle fluctuation since their Fonds are issued for a six-month term, and
there is no way of insuring that at the end of the term bearc *s will rot
liquidate their holdings causing abrupt and unpredictable ¢t unges. Thus,

a taryget may be achieved on December 31, and soon thercafter the capra!
may diminish., As will be seen in Annex B, Exhibit 1, this has been alroacdy
a problem for the FFI, and is a potential problern for the FFI'DUL  In addituon,
the level of capitalization does not adequately reflect the regource capabiittics
of these two entities., In this regard, for example, as of May 1, 1972, the
FFIand FFDU had borrowed 67 million and 103 million pesos, respectively,
from the BOR, which had been utilized to finance previous activities, These
loans have no fixed term and the BOR, as a policy matter, has Aecided not
to require repayment at this time, Thercfore, for this year's Tnan, the

M ission considers that a better and more stable reflection of DI and

[FFT activity is the increment in rediscounting outstanding. ! his will give

a good indication of net lending and is obvicusly not subject to the degree

of variability of capitalization moveinents.,
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C. Priority of Sector Loan Project

1. Relationship to Recent Sectoral Studies and AID Strategy

The Sector Lican Committec has re-examined the IBRD Regional
Development Policy Paper and the ILO report "Towards Full Employment"
and finds that Urban/Regional Sector Loan II is consistent with the analyses
presented in these reports. The Urban/Regional Sector Loan Il program
grows out of AID's 1972 Urban/Regional Sector Analysis and is consistent
with the last CFS submitted. It is fully consonant with the new GOC 1972
1974 Social and Economic Development Plan, which was considered by the
Consultative Group in February, 1972. The loan activities have been drawn
from this Plan and other Colombian initiatives, and have been reviewed in
close collaboration between USAID/Colornbia and GOC officials. The loan
program was approved pr presentation to AID by the GOC's Economic and
Social Policy Council under the Chairmanship of Colombia's President on
May 19, 1972,

2. Priority of Project

The urban/regional sector is designated by the GOC as onec of
the key areas for development leading to accelerated social and cconomic
growth., This loan proposal is part of an overall, on-going urben/regional
development program. Other sections of this loan proposal describe the
‘"continuing” aspects of this total program, and malke clear that this proposed
loan is for the purpose of enabling the GOC to accelerate its urhan/regionat
development efforts, undertake the necessary reforms and innova*ions,
and continue expansiond on-going urban/regional activitics,

D. Environmental Aspects

The development activities of this sector loan have an environmental
impact 1n the sense that they affect urban expansion, including building
of sanitary systems, construction of housing, and financing of industrial
development, as well as influencing the spatial distribution of the populat.on,
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Nevertheless, some of these environmental implications are the
result of second or third-level actions, removed in time and spacc from
the sectoral loan program, and difficult, if not impossibie, to predict or
quantify. Therefore, the presumnotion of the Urban/Regional S«ector Loan
Committee is that a detailed analysis of the environmental impact of the
ultimate sub-projects contained in this sector loan proposal could neither
now be determined, nor should be required.

Notwithstanding, Borrower will be under an obligation to take
ecological considerations into account, or cause same to be taken into
account by the sub-implementing agencies, where appropriate, among
other factors to be taken into consideration in approval of any specific
sub-project under the Urban/Regional bector Loan II. (Sec Section V. -
Conditions and Covenants, )
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SECTION III ECONOMIC AND SOCIAL ASPECTS OF THE URBAN/
REGIONAL DEVELOPMENT PROGRAM

A. Present Status of Colombian Economy

The annual rate of real growth of GDP for the period 1965-1970
averaged 5.8%. The period 1968-1970 saw a steadily advancing rate of
growth (6. 1%, 6.4% and an estimated 6.8% in 1970). Businessmen reported
an excellent year in 1971, Nevertheless, preliminary cstimates are that
the rate of real growth in 1971 was to 5 to 5. 7%, largely for reasons beyond
Colombia's control. (The IMF, on April 13, 1972, estimates it to have
been 5.7%.) Excessive raing in the first half of the year adversely affected
agricultural production, although production in the second half made up
much of the loss. In addition, coffee prices were down considerably from
1970 levels, and this affected not only export earnings but domestic
income as well. Thus far in 1972, coffee prices have remained above last
year's levels, agricultural forecasts are excellent, aad industrial and
commercial activity 18 high. Present indications are that growth rates on
the order of the 1968 to 1970 period will be achieved 1n 1972, Prices rose
in 1971 by 10-15%, depending on the index used, a higher rate of inflation
than in the preceding several years. Supply shortages, due to adverse
weather and modification of the petroleum exchange rate, contributed to
this price rise.

Fiscal revenues in 197! were aubove projections, as were invest-
ment expenditures. Current expenditures were somewhat lower than anti-
cipated. However, domestic credit resources as well as dishursernents
on foreign assistance loang were helow expected levels, and the overall
goorl figcal results for the year were possible by maintaining, in terms of
constant pesos, rather than reducing, as planned, the GOC floating debt,
and by some additional central bank borrowing. Revenue collections for
1972 are continuing to grow satisfactorily but, with planned investment
expenditures also growing rapidly, Colombia must continue to pursue
sound, improved fiscal policies.
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With respect to the balance of payments, Colombia has enjoyed
consistent surpluses through 1971. Minor export growth, which had been
improving by over 25% per year from 1967 to 1969, fell off somewhat in
1970, but picked up again in 1971 and still more in the first quarter of
1972, Because of lower coffee prices than in 1970, which were foreseen
late in 1970, the import budget for 1971 was reduced from earlier targets.
Nevertheless, imports, which grew steadily from 1968 to 1970, are once
again picking up well and should be sufficiznt in 1972 to help support expanding
economic activity. (See Macroeconomic Supplement 2 ""Colombia: Economic
Performance and Prospects' for more detailed discussion.)

B. Impact on U.S. Economy

The project complements and does not compete with U.S. enterprise.
It will not have an adverse effect on the U.S. economy.

The current U.S, share of the Colombian global import market
is about 41%. This represents a decline from somewhat above 4%% during
the 1969-1970 period. As a result of the recent changes in monetary
parities, the first fruits of the very welcomed greater and more flexible
activities of the Export-Import Bank, and other increased promotional
activities on behalf of U.S. exports, this loan, by improving Colombia's
import capacity, should also help to improve once again the U. S, share of
the Colombian market.

The very purpose for which this loan ts designed should help to
bring ab out a stable, growing economy, one which will provide a larger

market for U.S. exports over the long run.

. Title IX - Euilding of Democratic Institutions

This second urban/regional sector loan directly addresses Title
IX objectives by placing emphasis on helping to achieve maximum parcti-
cipation in the task of economic development on the part of the pcople of
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Colombia through its encouragement of a stronger infrastructure of gelf-
sustained, viable private, as well as local, regional, and national govern-
ment urban development insatitutions. The loan's effects will increase
urban/regional reform activities and gupport Colembian initiatives and
human resource dedication to the advancement of municipal and civic
activities in the priority areas covered.

D. Contribution to Colombian Development

A a continuance of the development impetus created by previous
urban/regional sector assistance, the prograrn will support the GOC's
overall development strategy as described in its 1972-1974 Social and
Economic Development Plan and with primary focus on the potential of
intermediate cities to contribute to improvement of urban conditions
generally, and the expansion of urban employrment ¢apecially. The previous
urban/regional sector loan stimulate a substantial increase in budger.ary
and human resource inveastment in the sector and this proposed new 18sis-
tance is expected to catalyze further efforts toward a still greater increase
in the future.

E. Consistency with CIAP Reviews

Asg of this writing, the last review of the Colombian economy by
the Inter-American Cornmittee on the Alliance for Progress (CIAP) was
made in February, 1971, In that review, CIAP recognized with satisfaction
the urban reform «ffort developed by the GOC and expressed its pleasure
in Jearning that the propoeed strategy and the inatitutional structure neces-
gary to carry out urban reforing are beinyg aubmitted to extensgive public
discussion. CIAP noted that, within the scope of Colormbia's urban reform
plans, an on-going analysis in depth is being made of the {ollowing aspects:
an adequate mechanism within the central government to resaolve conflicting
prioritics and regional centralization; the effectiverness and way of carrying
out the control and use of land; the criteria for identification of thoge cities
whoge growth should be encouraged or limited,; and the constraiots which
may exist relative to the capacity of the construction indastry., CIAP,
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Percentages of Total Sector Financing by Source

1970 1971 1972 1973
AID 2.8 2.9 6.1 6.4
Other donors 17.2 15.3 14,1 14,0
GOC 80.0 81.8 _79.8 79.6

100. 0 100. 0 100, 0 100.0

Although total sector growth is shown at about 70% over the three-
year period (1970-1973), this is probably a significant understatement,
Potentially substantiai inew national investment for urban construction is
planned for 1973, but is not reflecterd in this table, since neither domestic
nor possible foreign-financed amounts are yet known, Also, substantial
existing and planred urban public investment is not included for lack of
sufficiently precise information as to exactly what portion has been made
or is planned in urban areas (within such fields as energy, transportation,
communications, etc. ).

the correspondinyly increased GOC contributions to the sector.  The
tollowing is the mstitutional breakdown of increased sedctor loan and GOC

cortributions in 1973

(millions of pesaos)

I3

ICFES (ESAP) 13
FFDU (Valorization) 300
FFI - CFP 110
ICT 156
DANE 30
INSFOPAL 14

Also,in 1972 the INSFOPAL total budget was increased by BO million
pesos over the figure shown in the reference table,
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The table showing financing by source indicates that the GOC
component has been about 80% over the three-year period. This table
indicates an increase in AID share of 0.3% in 1973, but the Mission believes
it likely that when firm GOC investment targets are fixed, this slight
further upward tread in the AID share will be canceled out,

Projected 1973 investment figures for most c¢ntities are still tenta-
tive and incomplete, and are treated conservatively by both the Ministry of
Finance and the DNP, Firm figures probably will not be available until
later in the year. However, in view of GOC emphasis on urban development,
and its past record of generally under-estimating investment projections, the
percentage increase in total sectoral investment should be closer to the
1971-1972 increase of 26.7% than the 19.5% shown.

The above tables are based on a fairly broad definition of the urban/
regional sector and, as mentioned above, include components where data
are lacking. If one used a narrower definition, i.e¢., those major sub-
sectors with which the sector loan has been concerned directly, a somewhat
different picture emerges. There is clearly a decided shift in investment
priorities from other sub-sectors to water and sewerage, low-income
housing, small and medium industry promotion, and valorization, as
reflected by an overall increase in investrnent in these sub-sectors over
the 1970-73 period of 136%, as compared to 70% for the sector under the
broader definition used.

The following tables indicate the evolution of invesunent,with 1973

conservatively estimated, in the key sector-loan related arcas of urban/
regional investment:

{millions of current pesos)

1970 1971 1972 1973
Water & Sewerage 1,056 1,045  1,0Lu09 ), 937
l.ow-Income Housing H48 751 1, 500 1, 861
Small & Medium Industry 227 340 565 750
Valorization 369 355 900 300

2,300 2,491 4,574 5, 144

Percentage increase
over previous year 8. 3% 83.6%  19.1%
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Comparison of Loan Year to Past Year for Ow -Going Activitics

(1973 over 1972)
(millions of current pesos)

(3)
Percent of
Increase (2/1)

(1) (2)
Change in Change in

Agency or Program Total Activity AID Support

1ICT 346.0 134, 0 38.2
INSFOPAL (water &

sewer line installation) 164.0 48.0 29.2
FFDU -74.0 -37.0 -
FFI -120.0 -65.0 -
CFP 200.0 60.0 30.0
DNP 0.1 -0.6 -
ESAP 13.0 3.0 23,1

Financing of Implementing Agency Programs
(millions of current pesos)
Entity 1971 1572 1973

T

Total 438.9 655. 0 1001.5

GOC and other 402.9 420.0 32,7

AID - 235.0 368,
INSFOPAL

Total - 383.0 5470

GOC - 343.0 420. 0

AID - 40.0 127¢.6G
FFDU*

Total - 360.0 2261

GOC and other - 180, 4 143, 0

ALD - 180. 0 143, 0
FEL

Total - 360.0 240.0

GOC and Other - 180.0 125.0

AID - 180.0 115.0

* New resources only
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Entity 1971 1972 1973

CFP

Total - 240.0 440.0

GOC - 240.0 380, 0

AID - - 60. 0
DNP

Total 7.0 10.5 10,63

GOC 7.0 7.5 8. 25

AID ' - 3.0 2.38
ESAP

Total 10. 0 18. 4 28.5

GOC 10. 0 9.4 16. 5

AID - 9.0 12.0
DANE

Total - 30.0 57,0

GOC - 30,0 27.0

AID - - 30. 0

LLooking at the data from the viewpoint of change in AID support
ag 4 percentage of total change in the input for each g cucy with an
on-going program, for CY-1973 (the proposed loan year) over (Y -1972,
the following picture emerges: AID financing ranges between 23, 1% and
38. 2% of the increment. In three instances the proposed AT inpit in
1973 is lower than for 1972 and, thus, cannot be reflected as a percentage
of the increment,

In addition to the above, the proposed loan provides sucport to the
DANE Housing and Population Census. Since this (s a digcrete activity,
the funding for which stretches over a 3-year period (1972-74), the above
formula is not considered to be applicable. The total costs of the Census
are eatimated by the GOC to be 102 million pesos, of which 30 ruillion
are being spent in 1972, 57 million are programmed {or 1973, and 15
million for 1974, The GOC request for sector loan support 15 50 million,
which corresponds to 30% of the total, or 52. 7% of the 1973 expenditure.
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D. Terms of Loan, Alternative Sources, and Repayment Prospects

1. Terms of the l.oan

The terms recommended for the proposed loan are 40-year
repayment by the Borrower, including a 10-year grace period, at an
interest rate of 2% per annum during the grace period and 3% per annum

thereafter.

2. Justification of LLoan Terms

The Sector Loan Committee is of the opinion that the terms
recommended are reasonable for this sectoral non-revenue producing
program,

3. Other Free World Financing Available

IBRD, IDB, and Eximbank have been advised of this proposed
loan and have indicated that they are not interested in financing this
program. Substantial other free world financial and technical assistance
has been providead and is anticipated for the urban/regional sector. This
assistance has been coordinated through the Consultative Group. (See
Part Three of 1972 Colombian Urban/Regional Sector Analysis for details
and discussion of external assistance.)

4. Propsects for Repayment

The prospects for repayment of the proposed loan are excellent.
The Government of Colombia will undertalke the obligation and assume the
exchange risk. The debt burden of the GOC is low compared to other Latin
American countries of similar economic conditions. (See N acroeconomic
Supplement Two: '"Colombia: Economic Performance and Prospects' for
survey of GOC foreign debt and net foreign exchange resources. )
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SECTION V. COVENANTS AND CONDITIONS

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

A. Conditions Precedent

1. Prior to any disbursement under the loan:

a. Borrower shall provide evidence, satisfactory to AID,
that the GOC has disbursed completely n1l peso funds generated from
Urban/Regional Sector Loan 514-1,-063 to each sub-implementing agency
under that loan, unless AID otherwise agrees in writing.

b. Borrower shall provide evidence that it has entered into
arrangements, acceptable in form and substance to AID, with a suitable
ingtitution, under which said institution shall provide information and an
analysis of the progress of the program by sub-implementing agencies,
and itse impact on urban/regional development in Colombia.

c. Borrower shall undertake a review of the procedures and
institutional arrangements now in e¢ffect in connection with Urban/Regional
Sector Loan 514-L-063, for overall management and coordination of the
program, including the role and responsibility of the following institutions:
Comite Politica Sectorial, MINDES, and the DNP, and upon said review,
the Borrower shall provide to AID, in writing, its conclusions as to the
management and coordination of the program, together with any recommen-
dations considered appropriate, and indications of plans to effcctuate such
recommendations,

d. Prior to any disbursement under the loan for usce by FFI
or FFDU, the Borrower shall furnish, or cause to he furnished, to AID,
in form and substance satisfactory to AID, agrcements between a
suitable institviicn or institutions and the Bank of the Repubiie setting
forth the reaponsibility of the partics to the contracts for administration
of funds to be transferred to the FFI and the FFDU under this Agreement,
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2. The above conditions precedent to disbursement will not
apply to the initial advance in CY-1972 for use by INSFOPAL,. (Sce Annex
B, Exhibit 2, Section IV B.) However, prior to any distrirscmn ent under the
loan in CY-1972, the Borrower will furnish evidence to AJD that it has
established a total 1972 appropriation in the investment budget for INSFOPRAL
of 213 million pesos.

B. Covenants

l. Borrower covenants that its contribution to the prograrn, as
described in Annex [ hereof, shall be provided in a timely manner, and
in accordance with the provisions set forth therein.

2. Borrower covenants that, during the disbursement period of
this loan, it will undertake a study of JCT's leng-tern. financial situation,
particularly in regard to ICT decapnalization reeulting from subsidization
of low-income housing and from the cffect of inflation on its mortgage
portfolio, and will, on the basis of said study, take such measures as are
necessary for the resolution of these financial problerms,
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SECTION VI LOAN ADMINISTRAT ION

Administration and Implementation Plan

1. Execution Plan

Major execution steps of the program are described below,
The Loan Agreement, together with its Annex and Basic Implementation Letter
No. 1, will state the conditions which must be fulfilled by Berrower prior to
any disbursement.

USAID/Colombia will ensure that conditions precerdent, the
covenants contained in the l.oan Agreement, and the procedures required
thereunder are, in fact, being followed. USAID personneci will make
periodic inspections and reviews of the program, assisted by contract and
AID/W personnel, if required,

Until the loan is repaid in full, an audit of the loan will be
made by AID at such times as may be deemed appropriate.

2. Loan Monitoring

Implementation responsibility for the program will be under
the primary control of the Ministry of Developrment. The prirnary respon-
sibility for fulfilling AID's part of the monitoring rests with USAID/Colombia,
assisted Ly AID/W personnel, as appropriate. Disburscment requests will
be reviewed by the USAID's Urban/Regional Developrnent, Capital Resources
Develaopment, and Controller Divisions. Qualitative progress of the program
will be monitored by the USAID's Urban/Regional Development Division.

3. Disburscement Plan

Peso disbursements of this sector loan arce planned to be
ceffected over a 15-month period, beginning in the second semester of
1972. However, to allow for unforeseen eventualities, the Loan Agreement
will provide for a 2l-month disbursement period. We now cstimate that
to start up the disbursements of the 898, 2 million peso loan program,
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(b) In advance of disburaements, USAID/Colombia
will obtain from the U.S. Trefsury Depgrtment dollar checks in amounts
approximately equivalent to the next anticipated disbursement. When the
disbursement request has been received by USAID/Colombia, the USAID/
Colombia Controller will convert, through the First National City Bank, the
prepositioned dollar checks to a Colombian peso draft payable to the GOC
central bank (Banco de la Republica). This peeo draft, in the exact amount
of the disbursement, will then, on the same day, be transmitted to the Banco
de la Republica for deposit to the GOC Treasury account there, Concurrently,
the Loan Agreement will be charged with the exact U. S, dollar equivalent
of the disbursement.

(3) Peso Disbursements

(a) In the first months of implemention of the FY-1971
sector loan series there were a number of problems in making the pesos
generated under the above method available to the sub-implementing agencies
with a minimum of delay. This problem has been thoroughly reviewed with
the GOC at *the very top levels and disbursements are now moving with
greater efficiency. In addition, the GOC is exploring the desirability of
having its Treasury set up a separate sub-account for receipt and disburse -
ment of AID sector loan funds. This system is expected to prevail during
dishursement of this proposed loan and should provide a mechanism whereby
there is a minimum delay between AID disbursement and sub-agency receipt

of funds.,

(b) At such times as ALD may specify in mplementation
Letters, the GOC sector central irmmplementing agency shall provide cvidence
satisfactory to AID of receipt by it and by sub-implementing agencies of
loan-generated pesos from the Treasury of the Republic, Upon receipt of
pesos allocated to the GOC implementing agencies, the funds will Jose
their separate identity and be merged with the funds of those entities,

(¢) At such timmes as ATD may specify in Imiplementation
letters, the sector implementing agency shall furnish evideno ¢ satisfactory
to AID of the total budgetary flow of the commingled peso funds of the
sector, and of each of the sectoral program's operating agencies, in
accordance with the scctoral plan agreed upon in the Loan Agreement,
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(d) The purchase and release uf pesos will he on an
advance basis, equivalent to the eatimated needs of given activities for a
mutually agreed period, to permit opportune application «l resources.

{e) Justification for advances, after the initial
ones, will be reports showing progress on overall execution of the specified
activity, including evidence of disbursernent of cornmingled funds reported
in (d) above.

(f) The timing of disbursement will be retlected by
sector needs and requirements, and auch disbursement will be approved
subject to (i) the GOC's requests for dishursements based on needs, and
(ii) USAID/Colombia's careful periodic review of these needs and overall
sector fiscal and qualitative perforrmnance.

5. Procurement Procedurer - No dollar procuceranent is con-
templated under the loan,

6. Small Busgiress Notification - Not applicable to thig loan in
that no dollar procurement of goods or scrvices is conternplated under the

loan,

f. Shipping and Insurance - Since no dollar goads or services

are contemplated for procurement under the loan, the standard clauses
concerning shipping and insurance will not be itnclvoded in the Lican Agreement,

D, Evaluation

The evaluation of this project will be carrierd out through the esta-
blishment of processcs and criteria for evaluation acceptabie to the GOC
and USAID/Colombia. The basgic conceptual framework of the cvaluation
will be developed in Implementation l.etters,

It should be noted that the process of evaluation o view.:d as o
joint responsibility. The burdenfbr carrying -t the evaluation sturdies
following the agreced guidelines rests with the CGOC, whicn will report to
USAID/Colombia the results of cvaluations according to an agreed schedule,
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CRITERIA

(Alliance for Progress)

following abbreviations are used:
- Foreign Assistance Act of 1961, as amended.
- Foreign Assistance and Related Agencles Appropriations Act, 1972.

- Merchant Marine Act of 1936, as amended.

COUNTRY PERFORMANCE
Progregs Towardg Country Coals

1.

FAA B. 208; 8. 251(b),

A. Describe extent to which country is:

(1) Making appropriate efforts to
increase food production and
improve means for food storage
and distribution.

Colombla is making appropriate efforts through its Office of
Agricultural Planning, Institute of Agricultural Marketing,
Institute for Development of Natural Renewable Resources, and
the Colombian Agriculzural Institute. Thene efforts are more
fully described in Sections I and II of the FY 1972 Agriculture
Sector Loan Paper.

(2) Creating a favorable climate
ior foreign and dumestic private
enterprise and investment,

Colombia has traditionally created a hospitable climate for
foreign and domestic private enterprise and investment. However,
the recently announced common foreign investment code of :he
Andean Group may have at least temporarily inhibited foreipn
investors from investing in Colombia (See Supplemesnt Two for

a fuller treatuent of this problem).
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(3) Increasing the public's role
in the developmental process.

The GOC has increased the public role in the development process
through the stimulation of wide public discussion of development
policies, financing widespread and active community development
programs, and substantial increases in the financing of education
and of credit for small and middle-sized farmers.

(4) a) Allocating avallable budgetary
resources to development.

The GOC is allocating available budgetary resources to development.
(See Supplement Two).

b) Diverting such resources
for unnecessary military expenditure
and Iintervention in affairs of other
free and independent nations. (See
Item No.16).

It is considered that some expenditure for modernization of
Colombia's armed forces in justifiable.

Colombia 18 not intervening in the affairs of other free and
independent nations.

(5) Willing to contribute funds to
the project or proygram.

The GOC has demonstrated willingness to contribute substantially
to the program.

(6) Making economic, social, and
political reforms such as tax
collection improvements and

changes in land tenure arrangements,
and making progress toward respect
for the rule of law, {reedom of
expression and of the press, and
vecognizing the importance of
individual freedom, initiative,

and private enterpriae.
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Fiscal measures which have been taken or which are actively being
considered by the GOC, such as tax collection improvement, are set
forth in Supplement Two.Colombia's program of land reform is
discussed in detail in Parts One and Two of this CAP. The develop-
ment plans of the GOC recognize the importance of individual
iniciative and private enterprise. Individual freedom, freedom of
press, speech and religion continue.

(7) Adhering to the principles of
the Act of Bogotd and Charter of
Punta del Ente.

Colombia is adhering to the principles of the Act of Bogotd and
the Charter of Punta del Este.

(8) Attempting to repatriate capital
invested in other countries by its
own citizens.

Under the 1967 Foreign Exchange Statute, Colombian nationals were

to repatriate demand and time deposits by mid-~1967, upon their sale,
and no Colombian national was to invest abroad without the prior
approval of the Department of Planning. During 1967 it is estimated
that up to $50 million was repatriated. No data are available for
later periods.

(9) Otherwise responding to the vital
economic, politlcal, and social

concarng of its people, and demonstrating
a8 clear determination to take effective
self-help measures,

The GOC 18 urdertekinyg effective self-help measures in response to
vital concerns of its people.

B. Are above factors taken into account in
the furnishing of the subject assistance?

Yes.
Ixeatment of YU,S5., Cltizeny
2. FAA B8, 620(¢), 1If nuwsistance is

to government, ian the government
liable as debtor or unconditional
0

guarantor on ary debt to a U.S.
citizen for gouds or secvices
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furnished or ordered where (a)
such citizen has exhausted
available legal remedies and
(b) debt is not denied or
contested?

According to the best information available, Colombia is not known
to be so indebted.

FAA B, 620(e)(1), If assistance

is to a government, has it
(including government agencies or
sub-divisions) taken any action
which has the effect of nationalizing,
expropriating, or otherwise
selzing-ownership or control of
property of U.S. citizens or
entities beneficialily owned by
them without taking steps to
discharge its obligations

tovard such citizens or entities?

No such action 18 known to have been taken.

Act, 8 5. If country has selzed, or

imposed any penalty or sanction against,
any U.S5. fishing vessel on account of
ites fishing activities in international waters.

There 18 no evidence to indicate that the GOC has so acted against

any U.S. fishing vessel. Two fishing vessels were detained in 1969

In the area of Quitasuefio Bank and Serrana Cay, areas which are claimed
both by the U.S. and Colombia. The fact that the area is in dispute
was recognized by a U.S.-Tolombian treaty signed in 1928. The deten-
tions were in error, admitted by the Colombian Government, and the
vesgsels were released without fine.

a) Has any deduction required by
Fishermen's Protective Act been made?

N.A.

b) Has complete denial of assistance
been considered by AID Administrator?

N.A.
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Relations with U.5. Government and Qther
Nations

5.

FAA 8, 620(d). If assistance is for

any productive enterprise which will
compete 1a the U.S. with U.S. enterprise,
is there an agreement by the recipient
country to prevent export to the U.S.

of more than 207 of the enterprise's
annual production during the life

of the loan?

Loan funds will not finance the construction or operation of any
productive enterprise which will compete with U.S. enterprise,

FAA B, €20(1), Has the country

permitted, or failed to take
adequate measures to prevent, the
damaga or destruction by mob action,
of U.S8. property?

Colombia 1ia taking adequate measures to prevent the damage or
deatruction by mob action of U.S5. property.

620 If the country has
failed to institute the investment
guaranty program for the specific
risks of expropriatfion, in con-
vertibilfty or confiscation, has the
AID administration within the past
year consldered denying assistance to
such government for this reason?

The GOC signed an investment guaranty bilateral agreement in 1963,
and has cooperated i{n implementing the guaranty program to date,
However, the agrezment has not been ratified by the Colombian
Congresp. For chis reason, the "Administrator's Determination"
under which the program has operated was not renewed upon its
expiration on December 3], 1970. OPIC currently is studying the
question of whether to continue the program in Colombia. Pending
this study, the Misasion recommends against denying assistance.
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. 62 . Is the government
of the recipient country in default on
interest or principal of any AID
loan to the country?

No such default exists.

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?

Colombia has not severed diplomatic relatioms with the United States.

FAA B, 620(u). What is the payment
status of the country's U.N.
obligationa? If the country is in
arrears, were such arrearage taken
into account by the AID Administrator
in determiniug the current AID
Operating Year Budget?

Colombia is not delinquent with respect to dues, assessments or other
obligations to the U.N.

FAA 8, 620(4), Does recipient country

furnish assistance to Cuba, or faill to
take appropriate steps to prevent ships
or aircraft under its flag to carry
cargoes tn or from Cubal

Cclombia does not furnish assistance to the present Government of
Cuba. Colounbia has taken appropriate steps to prevent ships or
aircraft under Lts registry from engaging in ~uy Cuban trade,

FAA B, 620(b), 1f assistance is to a

government, has Secretary of State
determined that it is not controlled
by the international Communist movement?

The Secretary of State has determined that Colombia 18 not controlled
by the international Communist movement.
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FAA B8, 620(f), 1s recipient country

a Communist country?

No.

FAA 8. 620(1), 1s recipient country

in any way involved i{n (a) subversion
of, or military aggression against, the
U.S. or any country receiving U.S.
assiatance, or (b) the planning of such
subversion or aggression?

No.

FAL B, 620(n), Does recipient country

furnish goods to North Vietnam or permit
ships or aircraft under its flag to carry
cargoes ro or from North Vietnam?

To the best of our knowledge, no Colombian shipa or aircraft trade

with wWortn Vietnau.
RN [ o ppe o e fanes)

16.

PAA 8, 620(p). What percentage of
country budget is for military
oxpenditurea? How much of foreign
exchange resources spent on milicary
equipment? How wuch spent for the
nurchase of sophisticated weapons
syatam? (Connideration nf these
polnts to be coordinated with
PPC/MAS. )

a) Military Evpenditures as percent of total budget: in CY 1971
10.4 percent of appropriated funda, In CY 1972 11.) percent of
approved Ludget.

b) Foreign Exchange Expenditures for Military Eguipment: In CY
1971 the GOC assumed commitments for forelgn exchange expenditures
of US$Y9]l milllon. Glven thnat most of the acquisitions are baing
finenced with credit over # to 10 years, actual appropriations for
foreign exchange expenditures in 1971 were US$9 million. 1In 1972
new commitmentn are not expected to eoxceed USS10 million, while
the 1972 budget provides for actual forelgn exchu.nyge expenditures
of US$16 millian.

UNCLASSIFIED
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c) Foreign Exchange Expenditures for Sophisticated Weapons: Of the
foreign exchange totals above, the frllowing are the amounts related
to purchase of sophisticated weapons, i.e., Mirage jets; 1971-commit-
ments of USS$4]l million and actual expenditures of US$8 million; 1972-
anticipate no new commitments and estimated actual expenditures of

US$8 million.
CONDITIONS QF THE IOAN
General Soundness
17. FAA B, 201(d), Information and

conclusion on reasonableness and
legality (under laws of country and
U.S.) of lending and relending terms
of the loan.

The terms of the proposed loan are congistent with the laws of
Colombia and the United States and are not excessive or unreasonable

for the Borrower.

18. TAA 8, 251(b)(2): 8, 251(e),
Information and conclusion on
activity's economic and technical
soundness. If loan 13 not made pursuant
to a multileteral plan, and the amount
of the loan exceeds $100,000, has country
subrmitted to AID an application for
such funds togather with asgsurances to
indicate that funds will be used in an
economicelly and technically sound
wanner?

The projectis economically and technically sound. (See Part II of

the Loan Paper). The GOC has submitted an application for the
propogad loen and the Mission haa been provided sufficient information
and assurances to indicate reasonably that the funds will be used in
an economically and technically sound manner.

19. FAA 8. 251(b), Information and

conclusion on capacity of the
country fo repay the loan,
including reasonableness of
repayment prospects.

The terms of the proposed loan are such that there are reasonable
prospects for its repayment. (Section IV D.4).
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23, FAA 8, 251(b)., Information and

Lo

24.

conclusion on availability of financing
from other free-world sources, including
private sources within the United States.

The Mission understands that the IDB, IBRD and Eximbank have
expressed no interest in financing this program. The IDB and IBRD
have been informed of the contents of this loan and have expressed
great interest in its accomplishment, as the loan is complementary
to their Colombian activities.

n vement
nd ion 1s

H . Extent
to which assistance reflects
appropriate emphasis on:

a) Encouraging development
of democratic economic, political,
and social institutions;

A large portion of the loan will be devoted to helping small
business through FFI, obtain and productively utilize credit,
and to provide hune ownership opportunities for low income
families through ICT financing.

b) Self-help in meeting the
country's food needs;

N‘A.

c¢) Improving availability of
trained manpower in the country;

Part of the loan vwill be used to train manpower for Colombia,
through the sub-implementing agencies and the Winistry of
Development.

d) Programs designel to meet the country's
health needs;

The expansion and improvement of water and sewerage facilities in
urban areas will assist in raising the general level of health.
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281(a) Describe extent
to which the loan will contribute
to the objective of asnsuring
maximum participation in the task
of economic development on the part
of the people of the country, through
tha encouragement of dewocratic,
private, and local governmental
institutions.

The use of pesos generated by the loan to assist in infrastructure
improvement, industrial credit, and decentralizmtion of planning
functions of the GOC will further foster participation in development
by the people, and contribute to the encouragement of local govern-
mental institutlonn.

FAA B, 28]1(b) lescribe extent to
which program recognizes the
particular nneds, desires, and
capacitles of the pesople of the
country; utilizesthe country's
intellectual i1asources to encuuray?d
institutional developeznt; and
supports civic aducetion aad
training in skille ragulred for
effactive participation iu
governmontal and political processges
essantial to aelf-govarmuent,

Improvement of urbsa nreus and decentralizetion of planning functions
is indispenscb iz to the future vwell-being of Colombla. Part One of
this puper avd Supplaue. i Oune: Urban/Regional Sector Analyais
degcribe in full thoe weed {or an enhanced urban improvement program,
and the expected bencfivs therefrom, As also described in Part Two
of the papar u portiun of loan funds will be used to train local
level public aduiilstratovs therebv encouraging lustitutional
development,

FAA B, 601{(n)., TJufurastion
and concivaion whether

loan will ancourxiye affortes
of the country to:

a) Increave thoe flow of
International trade;

UNCLASSIFIED
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The Loan will Increase the flow of international trade by making free
dollars available to the GOC with which 1t can continue a sucstantial
importation of necessary goods. The Palance of Payments section of

the macro-economic snalysis, Supplement Two, discussed these considera-

tions Iin full.

b) Foster privute
initiative and competition;

The loan will foster private initiative and competition by making
poasible the continued importation of goods needed to sirengthen
the private sector's procductivity, and by supporting the GOC's
develomment plans vhich contain many mesngures designed to stimulate
private initlative, especially 1in the Intermediste cities.

c) Encourage deveiopment

and uge ci cooperstives, credlt
unions, and aavings and loan
assoclatlions;

xIlAl

d) Discourage
monopol’stic practices;

Thn loan will dircourage monopolistic practices by providing credit
to meny small businessmen thereby providing more effective competition.

e) Improve technicul efflcienzy
of irdustry, sag.irulture, and
commerce;

The loan 1s desipgned, in part, to improve the techr .cel efficiency
of smnll busineuwuen, oy providing credit tor technicel assistance.,

) Sirengthen free
labor unions.

N.A.

FAA B. 613, 1f asslstance

is for nowly independent country,
is 1t fwrnished throngh
multilateral organizations or
plans to *the maximum extent
appropriaste?

H.A.
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FAA 8. 251(h). Information

and conclusion on whether the
activity 18 consistoant with ths
findings and recommendations of the
Alliance for Progress in its annual
review of national development
activities.

The proposed loan is consistent therewith. (See Section III E).

FAA 8. 251(g). Iuformation
and conclusion on use of loan
to assist in promoting the
cooperative movement in Latin
America.,

N.A.

FAA B. 209; B 251 (b)(8).
Information and conclusion
whether assigtance will
encourage regional development
programs, and contribute to
the economic and political
integration of latin America.

The loan has no divect bearing on achleving economic and politi-
cal integration 1in Letin America.

8 Effect on U.5. and AID Program

55.

FAA B. 251(c)(l); 6. 102
Information and conclusion on
possible effects of loan on

U.S. econany, with special
reference to areas of sub-
stantial labor surplus, and
extent to whlch 'J.S. commodities
and assistance are furnished In
a manner conglstent with improving
the U.S. balance of payments

- 8ition.

The Mission does not contemplate any adverse effect on the U.S.
economy. (See Section II1 B).
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Information
and conclugion on how the loan
will encourage U.S. private trade
and investment ahroad and how
it will eaccurage nrivate U.S,
participatiou i1 foreign
assistance programs (including
use of private trade channels
and the services of U.S. privace
enterprisec).

it is articipatad that a substanzlal number of =hs 2cllare expended
under this loan to purchase local currency will reurn to the U.S.
in payment for U.S. ¢nports to Cc.ombia.

FAA B, QC2(d8), If s

capital preject, are englirecring
and proelessloual sexvices of U.S.
firms and ctheir affiliaces used to
tho woaxiium oxteut concistent with
the netionul interast?

do procurement of vnginsering or professional services ia
contemplatad uander the loaa.

FALAL. 607, laforastlon

apd conclunion s scher 1.8,

gz ll bugincus will particlpate
equitably in the furnizhing of

ooda snd neriicen flaanced ty

the inan.

W0 procirament of pools vid asril:es sre provided under the loan.

Pl 80830 00 Wil the
loaa prowose or assist
foreign aid projecis or
activitiss of tha Cormandct-
Block eouantriza?

Ho.

FAA B 024, 1f ccchnlcal

geglotance iy Flaanced by the loan,
information cnd coaclusion wastcher
duch asglstance will be furaished

to the fullest cwtvext practicabla as
goode &nd prolavslo-al &nd other
sorvicas from pricsrs enterprise on
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STATUS OF ACCOMPLISHMENTS IN CY-1971 AND FIRST QUARTER 1972,
AND PLANS FOR THE REMAINDER OF CY-1972

This Annex summarizes the data provided in the first progress repoxt
on Loan 514-L-063, included in the request for disbursement received from
the Comite de Credito Sectorial, dated May 12, 1972, In general, the Annex
follows the format agreed upon with the GOC for periodic reports, which was
incorporated into Implementation Letter No. 5, dated December 6, 1971,
and is constructed on a sub-implementing agency basis, showing fc. each:
(1) financial data, and (2) atatus of program accomplishments,
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TABLR I, FINANCIAL, TICW DATA - ICT Extibic 1 Page 2 of 2b
(coo?
cY - 1971 CY - 1972
1) (2) {3 (&) (5) (8) 7 (8)
Reserves Add.Antic.
Established Releases Beleases Antic.Rel. Tctal Bel., BRe..Progracmed
Released Actual for 1372 to date thru &/30/72 for 1972 Per Loan
Progracmed Roleases Disbursesent 5/22-6/20/72 1/n /72 s ) Agreesent
A. Sector Loan Lisburscrents to
Treasu-y 1/ 36,000 36,000 - 174,60C - 24,400 199,000 193,000
(1802) (18c2) (8275) (1155) (931) (9431)
B. Distu-semsnts to agency by treasury
Sec:or Loan 36,000 - 36,000 36,000 174,600 24,450 235,00C 199,000
AID Counterpart 89,958 89,958 - - - - - -
GOC Besources 26.042 348,942 - 96,000 130,390 298,010 521.;%0 427,000
TOTAL 452,000 438,900 36,000 132,000 304,990 32,410 159,4001/ 626,000
USS Bquivalent (22,623) (21,967} (1,802) (6,256) (14,455) (15.280) (35,991) (29, 668)
C. Progran Expendjtures Expenditures Expenditures Expenditures Expen.Antie Expen, Antic Totai Total
Commingled Funds 2/ Programw:-d Ingurred YV/1/72-3/3i/72  6/30/T2 1412/ /2 aotic Prograsmed
1) PFando de Redes 130,000 62,500 21,500 59,500 45,700 127,100 225,000
2) Mejoramiento de Vivienda+PMA 6,000 1,000 - - 2,500 2,500 7,000
3) Soluciones Nimimas 247,000 106, 500 27,600 85,100 91,200 203,900 307,000
4) Viviends Desarrollo Progresive - 268,900 &5,70G 150,000 195,200 230,300 -
5) Lotes con servicios - - 1,200 10,000 23,800 35,000 -
6) B=abilitacion de Barrios 000 - - - - - 87,000
TOTAL 452,000 438,900 96,000 305,000 358,400 79,00 626,000
US$ Equivalent (22,623) (21,967) {(4.550) (14,455) (16,986) (35,991) (29,668)
1/ This is a projected figure ss of the last ICT disbursement request. For purposes of other calculatfions in this CAP a more conservative
estimate of $655 million which was the total programesed for 1972 in the Loan Agreement . bas beea utilized.
2/ Prograzmed figures shown correspond to the CAP definition of the Barrios Javemes prograzn. Expenditura,figures correspond to a redefinition of
this program vhich is described in the narrative vhich follows.
3/ A= of 5/22/72
&4/ Asof 3//72

Exchange Bate: Coi $19.98 = TS$1.00 for 1971 and Col $21.10 = GS$1.00 for 1972.










UNCLASSTI LD
ANNEX B, payce 5 cf 35
Exhibit 1, page 5 of 24

wWhilce achicvement of initiel targets plus the
addition of an increased VDP program would have added up
te: o major breakthroush in ICT's attention to the low-income
ceator, attainment of currently projectoed tarvets, in light
of the absence of the p:lanned BCH loans, reproescents a con-
ciderable step forward in bringing ICT's attontion to hear on
He target pepulation most in need of its services. As noted
carlier, not only have total allocations incrcased sharply,
but the portion of ICT's resources devoted to this level of
housing now surpasses 50% as compared to under 30% on the
average prior to 1971,

C. Status of Physical Accomplishments

1. Fondo de Redes Operation

a. ICT and the DMP are now well advanced 1in
Fhe development of quidelines on the demarcation of projects
financed via FFDU and FI,

oo Total 1CT invest: wt in the FR program in
1971 was 62.5 million pesos which financed ntility instal-
lations in 55,400 homres in low-income areas. Approximately
0% of this investrent was in major citics and the remainder
in intermediate cities., In the first quarter of 1972, 1CT
disbursed 21.5 million for the PR program. Infcrmation on
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city size distribution of lending and type of project financed, has been
submitted; however, it includes projections for all of 1972, and is now
being analyzed to segregate first quarter information.

2. Construction

For 1971, 1CT Barrius Jovenes housing construction was as

toliows.

Average Cost
Number of Units Per Solution

Soluciones Minimas 8772 US$1, 000
construction commenced 5771

constructian terminated 3001

Vivienda Desarrollo Progresivo 7432 US%1, 800
construction commenced 3396
construction terminated 4036

In the first quarter of 1972 ICT disbursed 27,6 million pesos
tor construction of Solucion Minimas projects and 45,7 million for the con-
struction of VDP projects, Again, further information as (o projects
inttiated in the firgt quarter mugt await analyses of the [CT sabmission,

. Pilot Site and Service Program

ICT has submatted and AID has approved a program for the
construction of 3,500 urbanized Jowsincome housing sites, This is 1, 000 units
more than required by the Loan Agreement., Construction of sites commenced
in March, 1972, The sites will be sold for US$500. Two thousanrd sites will
be located in major cities and the remainder in intermediate cities,
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(000)
CY-197) Y- 1972
1) (2) (3) 4) (s) (s) M (8)
Reserves Add, Antic.
‘Established Releases Releases Antic. Rel. Totzl Rel. Rel. Programmed
Releases Actual for 1972 to date thr 6/30/72 - for 1972 Per Loan
Programmed Releas Hud
A. Sector Loan Disbursement 19,000 - - 69,600 - 110,400 180,000 161,000
20 Treasury (951) (3,299) (5,282) (8,591) (7,580)
(US$ =quivalent)
B. Disbursement to Agency by
Iotersodiary, and Other
Rezelpts
1) Fros Sector locn 19,000 - 19,000 19,000 50,600 110,400 180,00 161,000
2) FTrom ATD Counterpart - - - - - - - -
3} From . . Resources 21,787 2,787 2 53
TOTAL 40,787 2,787 38,000 40,588 88,785 225,976 370,382 380,213
(uS$ Equivalent) {2,041.1) (139.1) {1,902) (1,923) (4,202) (10,710.8)  (17,552) (18,020)
= ==
3/ obl.
2/ Oblige— Antie, Opl.
obl. tions thru 4/1/72 Antic. Total
Progras- Obl. March 80/ thru 6/30/72 Antic, 1971-1972
ed _ Incurxed =
C. Program Obligations of
Commingled Funds
1) Intermediate City
Valorization Projects - - 32,900 65,772 141,328 240,000 240,000
2} Municipal Development
Institutes - - - - 21,000 21,000 21,000
3) Other FFDU activities - - 19,500 29,791 62,848 112,239 160,000
TOTAL 52,400 95,568 225,176 375,139 421,000
(CS $ Equivalent) {2,483) (4,529)  (10,672) (17,684) (19,953)

1/ Period between 8/11 ard 12/31/71

2/ Obligations were not programmed by year.

3/ Disbursements to borrowers authorized
Exchange Rate: Col $19.98 = US$1.00 for 1971 and Col. $21.10 = US$1,00 for 1972.
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The average term of the loans approved to date is

(.75 years, at an average interest rate of 13,8%.

The 10 lnans approved to date break down by type

nt project as follows:

Cost % of

No, Projects {000 pesns) Total

Roads 4 130,000 66.5

Sewerage 1 5,000 2.6

Others S _60,350 30,9
10 195,350

o gt - ey o ey e s

The detailed financing of each of the approved 10

projects and its location is shown in Table 2.

The impact of TFDU policy changes in distribution of
credit 18 clear. Prior to the sector loan, about 20% of FI'DU lending
went to intermediate cities. The percentage, thus far in 1972, is 672
and it is expected that the FI'D should easily meet its 507 target as of

the end of 1972,

UNCLASSGIFIED
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URBAN DEVELOPMENT FINANCE FUND

URBAN/REGIONAL DEVELOFMENT LOAN
(AID 51k-L-063)

Pinancing of Approved Projects Betwesn August 11, 1971 and March, 1972

— ¥FDU CONTRIBUYION
APPROVED REDISCOUNTAELE REDISCOUNTARIE FROJECT
cITY VAIAE RATR RATS OTHER CONTRIBUTIONS VALUB
$ (000) % $ (000) $ $ (000) $ $ (000) $
*
Barranquilla 50,000 65 32,500 k5.0 L1,318 56.0 73,88 100.0
Manizales 60,000 80 »000 6.2 15,000 25.8 63,000 100.0
Monter{s 10,000 80 8,000 41,3 11,375 58.7 19,375 100.0
Keiva 8,000 80 6,400 34.8 11,991 65.2 18,391 100.0
Sincelejo 10,000 80 8,000 52.h 7,276 %7.6 15,276 100.0
Magangué 950 80 60 4.0 1,138 60.0 1, 100.0
Ttagusé 10,000 8 8,000 50.9 7,722 k9.2 15,72 100.0
cal4® 38,400 65 2h,560 18.7 108,550 Ti.3 133,510 100.0
Santa Marta 5,000 80 ,000 28,2 10,182 e 1k,18¢ 100.0
Yalledupar 3,000 80 2,400 59.0 1,61 k1.0 k071 100.0
I0TAL 195,350 143,000 39.8 216,223 1k.6 359,243

#* Only major cities: All others are intermedists citias.
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(000)
cy-1971 Y/ cY-1972
1) (2) (3) (4) (5) (6) (7) (8)
Reserves Releascs Antic. Ant, Rel. JYotal Rel, ReY.
Releases Actual Established to date Releases 6/30/72 - for 1972 Programmed
Programmed Releases for 1972 (5/23/72) Add. thru 12/31/72 4+ 5+6 per Loan
Disbursement 6/30/72 Agreement

Sector lLoan Disbursements

To Treasury 26,500 - - 100,100 - 79,900 180,000 151,500

(US$ Equivalent) (1,426) (4,744) (3,784) (8,531) (7,180)

Disbursement to Agency

by Intermcdiary and Other Reccipts

1) From Sector Loan 28,500 - 28,500 28,500 71,600 79,900 180,000 151,500

2) From AID Counterpart - - - - - - - -

3) Froa QOC Kesources 25,300 25,300 - 72,831 4,856 137,070 214,757 249,700
Total 53,800 25,300 28,500 101,331 76,456 216,970 394,757 401,200
(US$ equivalent) (2,693) (1,266) (1,426) (4,802) (3,624) (16,283) (18,708) (19,014)

Cbligations Obligations Obligations obl. obl, Total
Progrummed _2/ Incurred _Z_!./ through Antic. 6/30/72 Aatic. 1971 - 1972
3/30/72 3/ 6/30/72 antic. 1971/72 Programmed
- 12/31/72

Progras Expenditures

Commingled Punds

1) Intermediate City Industry - 28,044 16,879 80,561 74,393 199,877 175,000

2) Regionsl Indust:rial
Development Foundstions - - - 2,000 18,000 20,000 20,000

3) Other FFI activitiea - 45,756 27,4825 (8,561 48,438 200,180 260,000
Totsal 73,800 44,304 161,122 140,831 420 057 455,000

(3,694) (2,100) (7,636) (6,674) (19,9508) (21,564)

Period between 8/11 and 12/31/71
Obligstions were oot prograsoed by year.
Loan applications aporoved.

Exchange rates urilized: $19.98 - 1971
$21.10 - 1972
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111 FONDO FINANCIERO INDUSTRIAL (FFI)

A. Financial Targets

As indicated in the preceding table, total disbursement of omminglec
fundas over the loan period ise now estimated to be about 35 million pesos
(7.7%) under the targets eetablished in the Annex to the Loan Agreement.
This apparent shortfall resulte frorn miscalculations, at the time the CAI
was prepared, concerning recuperations. The CAP figures erronecusly
included recuperation for the entire 12 months of CY-1971, whereas the
loan period (and the figures on the preceding tablc) cover only 4 1/2 months
of 1971, between August 1] and December 31. There also appears to be
some overestimation of recuperations in 1972, The situation is currently
being discusned "with the Ban'. of the Republic in an attempt to arrive at
more exact {igures and to determine whether an adjustment of the overall
target is necessary.

An regards the comnposition of loans, as can be seen from the
preceding table, 38% of the 118, 1 million pesos for loan discounts approved
between August 11, 1971, and March 31, 1972, were for intermediate city
industry, This compares to the loan target of 40%. The FFI, based on
applications received, estimat 28 that by the end 0f CY-1972, the percenta:;.:
for intermediate cities will be 50% (10% moxre than established as a target
in the L.oan Agrecement),

B. Status of Program Accomplichmen's
1. Credit Policy Changes

As a condition precedent to disbursement of sector loan funds
for use by FFI, it was required that the discountable portion of FFI-supported
industrial credit in intermediate cities be raieed from 65% to 80% of each
loan, The purpose of ihis policy change was to make intermediate city
lending somewhat more attractive to banks in order to further ‘nduce an
expanded credit supply in intermediate ¢ ies. The change has been effected
and early indications suggest it has acccrr plished ita objective «.

UNCLASSIFIED
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It was also expected, though not made a loan condition,that FF1
would consider the feasibility of raising the total asset eligibility require-
ment for lahor-intensive firms. We have been advised that the eligibility
requircrnents have been so revised.

Establichrnent of a loan guarantec fund is still under consideration,
but no decision has yet been made,

2. Loane

The foilowing summary table indicates the status of applications
received, approved, etc., between Auguat 11, 1971, and March 31, 1972:

Intermediate Major

Totals Cities Cities

Number of applications received 764 NA NA
Value of projects covered by

applications(millions of pesos) 192. 4 NA NA
Number of applicatione approved 713 352 361
Value of projects approved

(millions of pegnsg) 168.7 56. 1 112.6
Value of discounts approved

(millions of pesos) 118.1 44, 9 73.2

The 71% approved projects are estimated to result in the creation of
7, 194 jobs. Averag® investment per job is low (37,288 pesos, or less
than US%2, 000).

The geographical spread of approved projects is wide, with
all 22 of Colombia's departrments being represented,

The range of industry assisted and employment relationships
i shown in the following table.

UNCLASSIFIED A7
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VALUE OF

ATMENT EMPLOYMENT a 3

TYPE OF INDUSTRY $ (000) % CE\'ERA""‘D % b
Extraction of rommetallic minerals 4 351 1.6 20 0.3 217.850
Food Products 20,956 7.8 774 10.8 27.075
Drinks 610 .2 44 0.6 13.864

Tobacco - - - - -
Textiles 22.882 8.4 477 6.6 47,3842
Shoes and Textiles 46,312 17.3 1.640 22.8 28,239
Wood and corx, excep s furniture 6.183 2.2 270 3.8 22.900
Woofen iTurniture S$.,265 2.0 327 4.5 16,101
Paper and Paper Froducts 12,080 4.5 197 2.7 61,320
Printing aad publishing G ,888 3.7 184 2.6 £3,73¢
Leather and leather products, except shoes §.97¢ 3.3 27 3.8 33.118
Rubber preducts 3.288 1.2 76 1.1 43,263
Chemical products 11.5877 4.3 202 4.1 30,647
Derivati of petroelews and coal 200 0.1 6 0.1 33,333
Non*ma‘aA;:c mineral products 29,3356 10,¢ 640 g.Q 45 _ 838
2.428 0.¢ 77 1.1 31.494
Hetal pAOU :ts, oxcpet machines 41,5884 15.5 827 11.8§ £0.247
Nomelectric machinerv 5.372 2.¢ 136 1.9 39.300
Machinery and electrical accessories 7.428 2.8 246 3.4 30,1095
Transport material 15,589 S.8 309 S.4 3e,070
Other 14,277 S.4 201 4.0 40, 062
TOTAL “68.248 10,0 7.194 100.0 37.288

UNCLASSIFIED
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The term and interest rate structure of the loans discounted
is as follows:

Term jaterest Rate Number % of Total

1 year 14. 0% 15 2.1

2 years 14, 5% 112 15,7

3 years 15. 0% 421 59.9

4 years 15.5% 78 10.9

5 years 16. 0% 81 11, 4
Total 713 100. 0

3. Grants to Regional Industrial Foundations

FFI has not yet provided grants to regional industrial
foundations as anticipated in the sector loan program, It has pending
applications against which it hopes to make disbursements prior to June
30 for 2 million pesos of the 20 million pesos allocated to this activity.
Legal and organizational criteria for approval of grants are expected
to be cornpleted within the immediate future. Initial grants are expected
to be rnade by June 30, 197Z,

4, Capitalization of FFI

As’'indicated in the body of this CAP, this has proven to be
an illusive indicator of progress, While certain data has been provided,
given the current financial structure of the Fund, it i8 not considered
sufiiciently relevant to measuring progress in this activity, The Mission
will be exploring this problem further with the BOR.,
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TABIE IV ~ FINANCIAL F?ou jmu:A - ICFES
CY-1971 CY-1972
(1) (2) (3) (%) (5) (6) €9) (8)
Releases Antic. Total Total Release
Reserves Relesses Anticipated Releases Raleases Programmed
Releases Actual Bstablished to date through 9/30/72 Anticipated per Loan
ExBrme Releasag g ‘ 0 2 or 2
A. Sector loan Disbursement
to Troasury k,000 1,500 - 6,000 2,200 3,100 11,300 8,800
(Us $ Equivalent) 1/ (200.2) {75.1) - (28L.%) {10k.3) (147.0) (535.7) (417.1)
B. Disbursement to Agency by
Treasury & Other Receipts
1; From Bector Loan 4,000 - 1,500 1,500 8,200 3,100 12,800 8,800
2) From AID Counterpart - - - - - - - -
3) From GOC Resources 8,800 10,000 - 2,300 4,200 8,200 14,700 12,700
TOTAL 12,800 10,000 1,500 3,800 12,400 11,300 27.500 21,500
(Us $ Equivalent) (640.6) (500.5) (75.1) (180.1)  (587.7) (535.5) (1,303.3) (1,028.9)
C. Program Expenditures
Commingled Funds Programmed Fer Bxpend. Expend., Otlig. Antic. Programmed
loan Agreement Expenditures toDate Antic, To  %0)2/72  From Toty)l _
1) BSAP 10,000 10,000 3,800 8,400 §9/f’»o) 6,200 §9 ) 18,500 15,000
2) University Programs 2,800 - - ,000 (6/30) 5,100 6/30) 9,200 6,900
TOTAL : 12,800 10,000 3,800 12,400 11,300 27,500 21,500
(Us $ Equivalent) (640.6) (500.5) (180.1) (587.7) (535.5) (1,303.3) (1,019.0)
1/ Exchange rates utilized: 19.98 - 1971
21.10 - 1972
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1V, ICFES

A, Financial Flovw Data

As indicated in the summary table, sector loan releases did
not begin to flow to the sub-implementing agency until CY-1972, In spite
of this, ESAP did proceed with execution of its full public official training
program, shifting resources from lower priority programs, ESAP r
received more funds than expected from the GOC, The ESAP public
officials training program is now moving rapidly, and 83% of sector loan
funds have been disbursed.

The university urban studies program was not presented to AID
for approval until February, 1972; however, approval bas now been granted,
The GOC has advised the Mission that they will shortly be requesting a
$2.2 million peso disbursement for this program,

B. Status of Program Accomplishments

1. ESAP Short-Course Training for Public Officials

In 1971, ESAP held 54 courses designed for public service
training. A total of 1, 350 public officials were trained during this period,
321 from drpartment offices, 202 from municipalities, and 827 from public
service corporations and similar municipal entities.

From January 1, through May 31, 1972, 165 courses were
programmed to train 4, 868 puhlic officials -- 2, 628 from departmental
offices, 1,752 from municipalities, and 488 from public serv:«.e corpora-
tions,

These accomplishments compare with original program
goals for training 2, 300 officials in 1971-1972,

UNCLASSIFIED
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The distribution of courses was as follows:

1¢71 1/1/72 -

5/31/72
Project design 3 24
General public administration 20 40

Urban and regional planning

administration 19 22
Urban and regional fiscal admin. 1 53
Others 11 26
Total 54 165

The above work was carried out mostly through 7 newly
created regional offices of ESAP,

2. University Urban Studies Centers

The DNP, pursuant to the Loan Agreement, has submitted
to the Mission a plan of action of university-level urban studies program,
The plan has been accepted and approved by AID,

Under the pregram as proposed, funds will be made avail-
able for undergraduate as well as postgraduate programs, and they will
be distributed on a regional basis, Three institutions would receive
assistance for the creation of postgraduate programe (the University of
Valle, National Univereaity in Bogota, and National University in
Medeliin), In addition, funds would be available on a regional basis to
~maealler universities without the capacity to set up a graduate program,
to initinte undergraduate courses in the areas of urban and regianal
atudies, It is contemplated that eight such undergraduate programs will
be initiated,

UNCLASSIFIED
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_FINANCIAL TLOW DATA - DNP
(000)
€Y — 1973 CY - 1972
) (2 (s) () (s} (6) &) (8)
Reserves Add.Antic,
Established Releases Antic, Rel. Total Release Rel. Programmed
Releases Actual for 1972 Releares to irough 6/30/77 - for 1972 Per Loan
Brograomed Releasen Disoursement date €/30/72 12/31:172 _ 456 Arxesment
A. Sector Loan Disbursement
to Treasury 1,000 - 2,000 - 1,000 3,000 2,000
(U.S. § Equivalent) (50.0) (50.0) (%4.8) (47.4) (142.2 (94.8)
B. Disbursement to Agency
by Treasury
1) From Sector Loan 1,000 - 1,000 - 2,000 1,000 3,000 2,000
2) From AID Counterpart - - - - - - - -
3} From GOC Resources 7,000 7,000 bt N.A. N.A. N.A. 72500 71,500
TOTAL 8,000 7,000 1,000 - - - 10,500 $,500 .
(U.S. § Equivalent) {400.4) (3850.4) (50.0) - - - (497.6) (450.2)

C. Program Expenditures
Comuingled Funds

Y/ Information on use of funds by activity not currently available.

Exchange rates utilized: 19.98 — 1971
21.10 ~ 1972
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In CY-1971 and thus far in CY-1972, DNP financed extensive urban/
regional unit sector loan-related activities, although it bas not yet re-
celved any sector loan disbursements.

‘B. Btatus of Program Accompl.ishments

1. Information and Publicity Activity

The DNP has established a Travelling Advisory Group (Grupo de
Asesorfa M&vil) which is @arged with the dissemination of information re-
garding loan-financed activities and other non-Ioan related GOC urban and
regional development pollicles and progrsms. In relation to the Group's
function of providing informsiion and publieity, it has preparsd teaching
materials such as menusals, pamphlets, books, etc., bhas organized seminars
and conferences, and is publicizing the activities of the program through
the use of televislon, movies, radio and the press. The following seminars
and training courses have been organized for municipal and departmental

ouploypes:
1) Reglonal Seminars for Mayors of Intermediate Cities.
2) Regional Seminars for Chiefs of Municipal Planning Offices.
3) National Semlnars for Chiefs of Departmental Planning Offices.
4) Minimm Urbanization Standards, Public and Comminity Services.

Panphlets and manuals covering the following subject matters
are being preparad for distribution to mmnicipal gavernments:

1) Internal Public Credit.

2) Requirements and procedures for credit applications for
municipal development stwedies and works,

3) Terms of reference for the elaboration of Urban Development
Plans,
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Activity Targets - The program to be carried out by ti:: FFDU
envisages expenditure from new resources and net recuperations during the
disbursement period of this loan as follows:

(Millions of pe3os)
Credit operations for intermediate

city valorization projects 183
Other FFDU activities 124
307

Credit Operations for Intermediate City Valorization Projects -
The funds made available for intermediate city valoriz: don pr«jects will be
used to rediscount loanc by financial intermediaries to municipal puhlic service
corporations, valorization departments, and other municipal entities eligible
under FFDU regulationa, on the following terras and conditions:

Interest 147

% redigcountabhle 804
Term (maximum) 10 years
Grace period I year
Intermediaries rargin 2%

Priority will be accorded projects fuor sewerage installation and street paving,

Other FIDU Activities - The funds programmed {or "'other
FFDU acrivities''may be used {or valorization projects in other than inter-
mediate cities and/or such other projects in any city (inciuding intermediate
cities) that the FFDU may wish to [inance.

B. INYFOPAL

Financial Target - To make available for expenditure by INSFOPAIL
the following amounts in 1972 and 1973 to be financed as follows:

(railiicns of pusos)

CY 197z LY 1973

1/ 2

GOC 343, 0— 420, 0=

AID _.40.0 127,0
Total 383.0 547, 0

1/ Includes 63,1 million from projects administered or superviscd by INSFOPAL,
but which appear in Ministry of Health and Ministry of Public Works budgaets plus
32 million of official revenues frern CY 1971,

2/ Includes estimated 0 million from Ministry of Health and Ministry of Public CO
Wor ks budgets, Q)
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Activity Targeto - This program calls for the expenditure of
commingled funds in the approximate amounts shown:

(millions of pesos)
CY 1972 Y 1973

Intermadiate city water

and sewecrage installation 185 286
Other INSFOPAL and

INSFOPAL-controlled

investment 123 191

Administirative and Debt

Service Costy 75 _170
Totals 383 547

Intermediate city water and sewerapge installation - This pro-
gram 15 concerned with the financing and construction o! water and sewerage
projects in intermediate cities which do not have rnunicipal public service
corporations, or other municipal entitizs capable of undertaking the proposad
project. All projects under this prograrnwill provide in their financial plan
for eventual recuperation of their capital cost thr-ugh tarni{f collections and/or

valorization,

Within sixty (60) days of the execution of this agreciment,
INSFOPAL shall submat to AID, through the Ministry of Developnient, for AID
approval, a program for stimulating, in conjunciion with INSFOVFPAL projects,
the creation of municipal level entities capable of undertaking future water and
b.werage projects. Such program shall include criteria for determanation of
cities which arce financially capable of undertaking water and sewouge pro-
jects o an unsubsidized basis, general financial characterictics of the pro-
gram (which may vary from city to city), and a description of any ftechnical
aagistance INoFOPAL niay provide or finance in whole or in part.

Other INSFOPAIL and INSFOPAL-Cpuiroilcd Investinents - The
funds programmed for this cactivity are prirnarily for INSFOPAIL. investment
in cities under 30, 000 population,

UNCLASSIFIED

of 55
ol 1L



UNCLASSIFIED
ANNEX B, Page 30 of 7%
Exhibit 2 Page 6 of il

C. ICT - Barrios Jévenes Program and Inquilinato Programs,.

Financial Target - To make available for expenditure by ICT on
its Barrios Jévenes and Inquilinato programs ian 1973, the following amounts
"« financed as follows:

(millions of pesos)
CY 1973

GOC 632.7
AID 368.8
1,001.5
Activity Targets - This program calls for the expenditure of
commingled funds during CY 1973 in the approximate amcunts shown:

(millions of pesos)
1. Barrios Jévenes Program

Fondo de Redes (FR) 152.5
Soluciones Minimas {SM) 291.5
PMA 2.5
Liotes con servicios (LS) 42.0

Desarrollo Progresivo (VDP) 469.@

Sub Total 957. 7
2. Inquilinatos Program 43,8
Tutal 1,001.5

Barrios Jévenes (Young Neighborhoods) Program

1. Fondo de Redes - is concerned with financing the
installation of public utilities in low-income neighborhoods,

2, Soluciones Minimas - 18 concerned with the construc-
tion of 10 m2 - 30 m2 shell housing, During 1273, it is intended that 12, 000
units will be financed under this program,

UNCLASSIFIED
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3. Vivienda Lesarrollo Progresivo - is concerned with
the construction-of 30 m2 - 50 m2 shell housing. During 1973, it is intended
that 13, 400 units will be financed under this program,

4, Lotes con servicio - is concerned with the preparation
of urbanized sites for sale to low-income families, During 1973, itis
intended that 4,200 sites be financed under this program,

PMA - functions in connection with donations from the World
Food Program and is concerned with self-help improvement projects in
existinyg slum areas,

Improvement of Inquilinatos Program - This is tu be an experi-
mental program, concerned with the creation of rental accornmodations for
low-incorne families through the sub-division of homusing and the improvement
and rehabilitation of existing multi-family housing located in arcas of major
cities where there is a high deman for low-income rental housing,

Within ninety (90) days of the execution of this lL.oan Agreement
the (GOC shall furnish, or cause to be furnished to AID for its approval, a plan
for the development of the inquilinatos program, This plan shall include
operational, financial, ownership patterans and provision for social service
and/or "guidanced'activities,

[0, Fondo Financicro Industrial (FFI)

Financial Target - To increase the level of outstanding FFIL redis-
counts from the January 1, 1973 estimated level of approximately 590 mijlion
to approximately 830 million by the end of 1973, This is t+ be accomplished
throupgh an increase in FTI'8 own resources of approximaicly 1245 inillion

pesos an CY-1973, a scctor loan contribution of approxirately 115 mnillion
prsus, and the use of recuperations,

Activity Target - The program to be carried out in €7 1973 as
regards new loans i8 as follows:

(milliomw of pr-os)
Credit to intermediate city

industry 230
Other FFI1 activities 230
Total 460
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)‘
A

%
"1l



UNCLASSIFIED
ANNEX B, Page 32 of )%
Exhibit 2 Page 6 of 1

FFI shall continue rediscounting 80% of loans to intermediate
city industrial firms, the incentive adopted under the first Urban/Regional
Sector Loan, Other terms and conditions shall be the same for all redis-
counts irrespective of location.

The FFI shall continue to give priority in its loans to industry
with a high potential for employment creation.

E. Corporacién Financiera Popular (CFP)

Financial Target - To increase the level of outstanding CFP lend-
ing, exclusive of rediscounts from FFIl, from the estimated January 1, 1973,
level of approximately 240 million pesos to approximately 440 million pesos
by the end of CY-1972, through GOC budget allocations and resource alloca-
tions of other official entities to the CFP of approximately 140 million pesos
and a sector loan contributior of approximately 60 million pesos,

Activity Targets - The program of new loans to be carried out in
CY-1973 from recuperations, sector loan contributions, increases in its own
resources, and non-FFI rediscounting is estimated to be as follows:

(millions of pesos)

Credit to intermediate city

industry 116
Other CFP activities 174
Total 290

The CFP will continue its policy of increascd decentralization
of credit approval and administration,

The CFP will continue to pursue and will expand its program of
technical assistance to small and medium-sized industrial enterprises in col-
laboration with universities and various technical institutes,

The commingled funds shown as ''credit to intermediate city
industry' will be used only for loans to individual producing enterprises, and
not be used for loans to associations of enterprises or promotional entitics
such as industrial parks,
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F. ESAP Shourt-Course Program

The approximate cost and financing of this sub-activity is as follows:

(millions of pesos)

CY-1973
GOC 16.0
AID 12,0
28.0

ESAP will utilize the above funds to organize and administer during
CY-1973 a program of approximately 500 short courses in accordance with
its Plan General de Adiestramiento en Tecnicas Administrativas. These
courses shall be held at ten regional centers around the country, all of which
will be created in 1973, Approximately 15,000 departmental and municipal
level public officiale shall be trained in planning and public administration.

G. DNP Urban/Regional Unit Program

Financial Target -~ The activities under this program, as they relate
to the use of commingled funds to be placed at the disposition of the DNP, are
to be undertaken by the Urban/Regional Development Unit. The approximate
cost of operating this Unit and of the services which it obtains under contract,
as well as source of financing for same are:

(millions of pesos)

CY-1973
GOC 8. 25
AID 2.38
10.63
Activity Targets - The activities to be financed from the above totals

are as follows:
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(millions of pesos)

Information and Publicity 1. 00
Technical Assistance 4, 08
Program-Related Studies .25

Loan Administration and Other
Unit Activities 5.30
10.63

Information and Publicity Activity - This will consist of the
dissemination of information regarding loan-financed activities and other
non-loan related GOC urban and regional development policies and programs,
and will be carried out through the publication of material describing these
progrmas and the holding of seminars and conferences for professional
groups, public and private entities in intermediate cities, and in other
suitable forums., ESAP and other specialized entities will assist in this
activity,

Technical Assistance - This program will consist of the provision
of technical assistance to intermediate cities in the identification and selection
of financeable projects and the procedure for preparing, presenting and
evaluating them. Information will also be provided on the efficient manage-
ment of funds during project execution. The program will be managed
through the Urban Development Division of the Urban/Regional Development
Unit, which will organize travelling instructional teams. Six professionals
will be engaged in this activity on a full-time basis and three will be engaged
in it on a part-time basis.

Program-Related Studies - It is anticipated that the need for
ad hoc studies will develop as the program proceeds and a reasonable amount
of funds needs to be reserved for this program.

Loan Administration and Other Urban/Regional Development Unit
Activities - This is intended to cover personnel and statistical se rvices
needed for monitoring purposes, as well as costs of the Unit, in addition to
thosec specified above.
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H. DANE Housing and Population Census Program

The approximate coat and financing of this sub-activity is as follows:

(millions of pesos)

CY-1973
GOC 27.0
AID 30.0
57.0

DANE will utilize the above funds during CY-1973 for the following
activities related to the 1973 Housing and Population census:

(millions of pesos)
Enumeration and production

of prelimiuary results 37.0
Processing 16.8
Training 3.2

57.0
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1. Interest and Terms of Repayment: Borrower shall repay the Loan
to A.L. D, in United States dollars within forty (40) years from the first
disbursement under the Loan, including a grace period of not to esxceed
ten (10) years. Borrower shall pay to A.I.D. in United Siates dollars
on the outstanding balance of the Loan, iniercst at the rate of two (2)
percent per annum during the grace period and three (3) percent per annum
thereafter,

2., Other Terms and Conditions:

(a) Goods and cervices financed under the Loan shall have their
source aad origin in Colombia,

(b) Unlted States dollars utilized under the Loan to finance local
currency costs shall be made available pursuant to procedures satisfactory
to A.L. 2,

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

Administrator

Date
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