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URBAN/REGIONAL SECTOR LOAN I I 

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 (lCT), 
Institute for Municipal Development (INHFOPAL), Bank of the 
Republic ~BOR), acting through the Urbaa 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: Intere~t in dollars at 2% during the first 
ten years; 3% thereafter. Repayment in dollars over 40 years 
with a IO-year grace period. 

c. Purposes 

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 cr9dit for the promotion of 
labor-lntensive industry and for municipal infrastructure, 
and improvement of living conditions for low income famili~s 

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$I.OO=23.8 pesos. 
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, Coordinated, sector AID assistance in this field commencea in FY
19.72 with the first urban/regional sector loan of US$29 million. However, 
prior to this, AID had for many years provided counterpart financing on an 
ad hoc basis for several of the Bamc activitics now incbJded in the sector 
loan. For example, since 1962 the peso equivalent of $85.4 million of 
program loan counterpart has becn distributeo to Colombian agencies com
prehended within the urban/regional acctor. Of this total, more than 50% 
($48.5 million equivalent) was distributed betwecn 1968 and 1971. AID 
assistance in this area has nelped finance expansion of urban infrastructure, 
slum improvement, greater industrial investment, low -cost housing, urban 
planning studies, and "cottage industries." 

, Sector Loan I supported the GOC's first major attempt at implementing 
a coherent urban development strategy consisting of a sedes of coordinated 
priority programs with clearly defined objectives. In view of Colombia's 
difficult, persistent urban problems, the momentum generated by the first 
sector loan must be accelerated if substantial results are eventually to be 
achieved. 

On May 15, 1972, the GOe submitted a formal request for an AID 
sector loan in the amount of $37.7 mllion. This request proposes con, 
linucd support for the major programs assisted \~~df!r thf, first sector loan, 
as well as the addition of scveral new and compl(:In(·,;-I~?ry loan a ,ti'ti<;'es. 
The request represents an important acJv~,r..c:p in the GOC apf.':-()~ch to Sl~ 'lor 
programs in the sensc that it reflects greatc:- awareness of th~ importance 
of weighing alternatives and maki.ng delica.te priodty dctf:rminations. In 
this regard, it demonstrates further the value of the: scclor appro".ch and 
the impact that this approach is having upon the govcrnmental decision-making 
process. 

E. Reasons for Selecting the Sector Loan Techrique 

In addition to the above, thc Sl'~~t:.H lertcJing technique is considered 
to be' preferable to either project loanA ot' pre gram loans at this lime for 
sC'vl'ral other reasons, Unlike a pro.i~cl loan which ("overs only a limited 
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ar~a, leneraUy is expended over several years, is mainly concerned with 
the end-ule of loan funda, and is relatively rigl,d in its app!ici-..tion once 
ne.otiated, the aector loan permits assistance to essential elements in the 
entire aJ'ea of concern, elpecially impro',red poJ.icies, planning and manage
ment, and iI under conlunt attention, through review and negotiation, 
aHowins refinement of the atHlistance and strategy as sector problems 
arile. Alia, a sector loan has ma,ny of the aspects of a program loan, 
such a. U. effect on helpinR to meet balance of payments problems and 
spurrinl 011 more rodequate fileal performance; however, in the main, it 
addrel.ee directly the crucial sector i38uel and se('ks improved efficiency 
and utUiza-tion in the use of applicable resources. 

F. Delcription of the Loan 

Tne loan will p.rovide AID as S'LS tance to the Colombian urbani regional 
development proil."am in the achievement of the following of the n~velopment 

plan'l!I interm.4iate objectives: 

1. Increal!ling credit available for intermediate city infrastructure 
improvem~nt, ,.articularly Itreets a.nd water and sewerage lines projects 
financed throuJh valorization and ta'riff collections. 

2. Increasing cledit for small and medLu.'Yl labor -intensive industry 
in intermediate cities. 

3. Expa.nsion of ICT's 10w-i:1('ome housing program, with increased 
emphasis on the lowest cost solutions possible, such as sites and services. 

4. Improvement of local level public adminiiltration and national 
level adminiltr_tion, data collection and policy-making in the urbani regional 
lector. 

G. Alternative Sources of Fina.ncing 

The Million understa.nds that the IBRD, IDB, and Eximbank have 
been adviled of this proposed loan and have indicated no inte rest in 
providing thil!l financing. 
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H. Loan Administration 

1. Procurement: No dolla r procurement is con~emplated unde r
 
the loan.'
 

2. Dilburaements: Local ('urrenC'y utilized under the loan shall be
 
Colombian pelol obtained by AID w:th U. S. dollars. (See Section VI A 4
 
(b) for a more detailed del!Jcription of the procedures to be used for genera, 
tion of local cur::-ency to be utilized undp r the loan. ) 

I. View II of the Country Team 

This loan will be the principal inst:rument of the FY -1972 United 
States as.il!Jtance program for stimulating more balanced urban/regional 
development. The loan program will have a measurable effect on the 
Republic of Colombia l B capacity to orgar.ize more adequately, from a 
developmental standpoint, her urban areas and strengthen her regional 
structure, and 80 foster the achievement of mutually accepted developmen~al 

objectives. The Country Team recommends approval of the loan. 

J. Statutory Criteria 

All statutory criteria havl' \)(" n md. (SCI.' Ard~ex A, Exhibit 1.) 

K. Issues 

None. 

L. Recommendations 

Authorization of a loan to tht:' Government of the Republic of Colnmbta 
in an amount not to exceed $37. '7 rnilhn', subjec': to the f(\llowing terms and 
conditions, in addition to the normal AID loan conditions: 

Utilization of Previous Loar. Proce(~dg 

Disbursement of pesos under thf' loan shall be made only after all 
peaos generated by Loan 514-L-06J funIs havf~ bc('n completely disbursed 
to each sub-implementing agency unrl"r that loan, unless AID otherwise 
agrees in writing. 
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~AN/REGIONALSECTOR LOAN 

SECTION I BACKGROUND 

Since the mid"lIixties, whfln Colombia pal!ilBed the 50% mark in urban 
population a. a percentage of total population, increasing attention has 
focused on the relation.hip between national and urban development problems. 
It cahnot be said that the two n":'e synonymous; however, the interdependence 
of urban growth pressures a.nd national political, aocial and economic pro
bleme has been recogni7,ed to be extensive. The central national develop
ment strategy of the 1972-1974 GOe Plan focuses on urban growth as a 
"motor" for development. Urban unemploymont, rural/urban migration 
and Colombia's urban/regional atructure 9.,..e areas that increasingly 
occupy the attention of Colombian planners, economi ets and public figures 
generally. As analysis is appliec. un,: problema and priorities cUt ucner 
identified, this identification proce8s 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 aector and an a.nalyaill of its principal problerns 
are contained in the "UrbanlRcgional Sector Analysis Document" recently 
completed by the Miosion. How(wer, the GOC atrategics which bear on 
urban development warrant review here from the fJtandpoint of their 
increasingly unified aectoral oricni;ation. 

A. Summary of GO.C Urban/Regional Deyelopment Sector Strategy and Plan 

1. The GOe Developmcl].t Plan 

AnalYllis of development in Colombia reveals marked rliffer(~nces 

in the social and econ~mic indicatoro measuring th(~ levels of urban develop
ment between citics. In general, thcsc diBpv.ritiea. in terms of grclAH 
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product, industrial development, literacy rates, and urban and soc:a,1 
iniza:structure, reflect Uie aavan age in terms of devf:lopmerLt erilphasis 
the four major cities -- Bogota, Medellin, Cali and Barranq\4i la -- have 
receiv d, to the detriment of the dev:elopment and growth of other centers 
and regions of the country. 

TnlS situation has led the Colombian Government to dei~ne 

po ides and strategies which seek to reduce the discrimination that ha3 
resulted in a regional imbalance in opportunities and wealth, so that the 
growing benefits of development may be enjoyed by more citizens. 

Briefly, the Gove rr.mentls objectives in rega rd to thi.s problem, 
as scl forth in the 1972-74 Plan, are: 

a. To raise the atanaard of living in the various regior.s; 

b. To reorient migration toward medium-sized cities; 

c. To promote economic growth in small and medi m-sized 
dties; 

d. To promote industrialization in accordal1ce with 10 al 
poter.tl.al, and 

e. To improve infrastructure, par\:i.cular:y ... ·.r',:~:J:l? d:.ilt,. 

"",d ~;naJ] dties. 

Development policy for various regions and c";:',es i." tc be 
dt-t.f'rrnined by the existing state of development and the poter.. t:.a: Jor further 
devl'lopment in these localities. This is referred to by the Pla:-r.:.' g Depart 
m nt as a Itdiffcrential policif'slt approa(:h. Cities and appE 'abJ" deve~cp
m('nt and indu8trializa t.ion policy arc ca.tegorized as fol JOW8' 

a. National mf'tropolig (Bogota): maintain continued industr .al 
growth and improve infrastrudu reo 
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b. "Equilibrium metropolises" (Medellin, Cali, and
 
Barranquilla): promote industrial specialization and the creation of
 
industrial complexes, and emphasize improvement of infrastructure.
 

c. Medium-sized 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 urbanI regional strategy continued from last 
year' 8 Plan, the 1972 -1974 Plan pre sents an ave rall strategy which will 
have significant implications for urban development. Thil3 strategy seeks 
four major objectives: (1) employment generation; (2) growth of exports; 
(3) inc rea.sed productivity in agriculture, and (4) ;.rnpro\fed income dis
tribution. 

The Plan assumes that investment may not necessarily bn the 
prime mover of development, but, rather, that increaseB ineffective 
d(~mand for particular types of conunoditics are a neCeS6al'Y pre -condition 
to economic growth. Having made this aS8Ulnptioll, the Plan then proceeds 
to discuss directly the problems of unemployment and under-employment. 
That i8, instead of merely associating certain levels of ernployrnent creation 
wi th inve stment-a timulated economic growth, the obj e cti ve of employmC' nt 
generation ia given equal status. Thf' Plan argues that fuller emplllymcnt 
of the unemployed and under-employed will lead to more eve,l in(()/YH' dis

tribution and this, in turn, will lead to greater effeetiv(~ demand. if the 
der~1and if! guided ('roperly, it, in turn, will leac.l to incentivcn fur greater 
production. 

There are four main areas of attack by whtch the 'I;", aims to 
acjlif~'J'e this result. First, it urges a rnajf)r effort at ul'ball de'/!~lor'ncnt, 

mainly in the field of housing construction. Thelt~ arc buth pcrJllOrnir: and 
Bocial rea sons stated [or thio approa eh. The 8 Oc; ia.l p rob kn,.; ()f the rt Ira J 

sector cannot be resolved by acting on rura.l areas alon(', it is arglH:d. 
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Likewise, rural/urban migz:ation ca:nnot be haltea solely by operating on 
the rural sector, and social sOJ. 'tions must be' found in the cities. Further, 
there is a huge demand for housing, and construction creates s\.lbstantial. 
employment per unit of investment, and at small direct cost in foreign 
exchange. There are two principal mechanisms by which to finance 
housing: by government subsidy, operating directly through public and 
qu&ai-public financial institutions, and by the self-sustained generation of 
private savings. The first, by the nature of its financial substitution, ca not 
create substantial new employment, except by running a government deficit. 
(Though, insofar as this substitutes for less labor -intensive endeavors else
where in the economy, new employment may be created.) The seconri can 
create new employment, because it can generate " new" savings. The Plan 
envisages use of both methods, with greater emphasis on the secol.d. 

For purposes of the urban/regional s~ctor, the overall strategy 
is relevant mainly for its emphas is on urban em~lloyment gene ration and 
irnproved income distribution, as well as for its concern with urban con
struction. A more specific analysis of the relationship between the urba.n / 
regional and overall strategies must await further definition of the latter; 
however, this question is discussed preliminarily in Chapter 13 of the 
Sector Analysis Document. 

2. Po icies and Programs 

The urban/regional strategy takes concrete form in erma e.f 
invf'stment and targetH in the various Bub-sectoral plans contL:.in.-r1 in Pla!", 
('harters on housing, water and sewerage, industry, energy, ('t". For 
(·xample, in the case of housing, the Government's ape Hic plans' all for 
renewed and greater emphasis by leT on low-income programs, w:', hit!'! 
C"(,'tcria to be based on the "Minimum Solutions Study" recently compi t(~ct. 

The Government objective in the water and sewerage Bub-sen;)}' 
;s, over the next ten years, to provide such services to 850/0 of the urban 
population. Institutional changes are proposed in order to achieve the 
goal. Greater financing is expected to come from user charges, which, 
like all public service tariffs under Plan proposals, are to be made pro
gressive (i. e., higher rates for larger users). 

UNCLASSIFIED 



The Regional IDevelopment chapter p,rovides a framework for 
the coordinatior of these various sub-secforal p1ans, uf~ing c:ty size as 
a cri.terion for determining Electoral investment strate y. The poE-ies 
oesigned to effectuate this emphasis include: 

a. Equali.zing opportuni. ies vis-a-vis big citi s for the 
u;iEzation of credit by intermediate cities; 

coordinatior. and 
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b. A':ssistance to intermediate 
developing project opportunities, and 

c. Improving planning, 
in intermediate dties. 

The key programs and insHt ions for their implementaEon are 
ioer-tified in terms of the FY-1971 urban/regional sector loan, wh:ch is 
df'scribed in detai.l in the Plan document. The principal inst:'tutions ider. 
tified are lCT, the FFI, and FFDU. 

B. Appraisal of Past Assistance and the C1Hrent Sector Loan 

1. S\mmary of the Role and Accomplishment of Past U. S. AssistanC' 
to Colombia.' 5 Urban/Regier!;;.l Sector 

As r.o~t!d above, A1D assistance for Colombian l:.rbar./r gio:.al 
development over the last decade haf been substantial. In add~'.ior. :0 ~r,l· 

investment of cou:-.ter!-,?rt ""nds, this assistar.ce has taken the forrYl of 
r, TO 'eet len~:r.g for urbar. infrastructure improvement and tech~:£cal ass', 

taneC'. (See Chapter 2, Urban/Regional Sector Analyses Documer.t.) 

Th~ impact of bo~h countc rpart funds and project ler.ding has 
b t'n I'mited p:-i c'pally to the phys'cal improvements financed (e. g. wah r 

ayat ms and hOl:.sing frojects). This is not to sugges :hat the inpact of 
this i.nvcatment has beel ir.significant. In the caae of lCT, AID f. rovic:1rd 
a !'IlIbH~a. r:al I-"a.r of :'.8 ' .Vl'stment over thl' I ast. ~en y~ars, and this 
BII port has gr 'l tly . trength ned that lost'.l1 ion. Howevl."r, past s 'ppod 
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has not hea.n a significant impact on policy, no r hap. 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 -pro';idec1 technical 
assistance for preparation of the Cali general plan waR conside ~(;d innovat;vf' 
and has been influential in plan preparation methodolc\gy in other Colombian 
cities. Finally, the rOlF study of CartagenalB slutllfl was the basis for 
development of a small busincss program in CartagenA. that is one of the 
more interesting approaches to economic improvement in [;Iun) <,.reas, and 
may prove to b~ a model for similar programs elsewhere. 

Not insignificant in AID's contribution to t.he devPlllpment of the 
urban area of Colombia has been the SIlPfJort provided tn t'-1os,' Colombians 
who have been attempting for some yeanJ to promot~ the concppt of a sector 
strategy for urban/rcgional df!veloprnent, taking into a ,,'count ieS broad 
5 cope and the inte r re lation ship!l among 9 t j nira s L U L tu rc, hous j ng. indus tr ial 
developMent and virtually all other key aspects of \Irban life, including f~ducLlf.ion 

and some aspectf' of healf.1 and interrdatiol1sl11pb wittl agriculture. Thr.· 
FY-197:. urban/regional sector loan, as tht' lJ.r~t attc~mpt at inlplemcl1tdtion 
of a. p-ogran. for the 8e( i.o'·, sought to provide a locus for analytlis, planning, 
f~xf'clltion, dnd evaluation. 1~c current .:;edur loa.n is explicitly cited iil, 
and iurtlwr hopf~d-for AID 8eclor financing i~ ell. i;,tegro.: part. of, thp 
Cu!ombian tlrah'gy St.:t forth ~n its 197!..-1,)74 Pla.n dOl.llrnenl. 'lhe :."ctor 
loan dt'vic(' clf'arly is Rf':-vin~ to providf' th.· IH'ce~sary cnclJur2.!=.crJll·nl 
and Inducl'rn,'nt to Colombian nlinistriC's and agen(_if'~; t(l (~,,"a.ninl· urb,ln/ 
rl'glOn;tl probl. nHi in all their lomplpxities and ,nlt·r,,·1atlOnshi.ps - - as a 
ba'iis ior dpsigning policy actions and progran1:, v:hic:h lllake sense unci arv 
fJI'ltllillly supporting. 

The sector Joan technique in Colornbia ~;t '. L"~cl1 accornpanic(l 
by n.'\',' prucedures and requirenH:,nts L1at have' b~r' i/l'/ci 11liible ~:onseqll\ ,1C'~'~ 

in tl)t' management of developn1t'nt in all t1lr(:e sel':or leJd.n it rt :'l.:'. In the 
urban! regional area there have ber'n special corllpli(~~lUns.Iherr- arc 
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diverse agencies at the national, departmental and local levels deeply 
involved in the development process. These have specific fur..ctions and 
responsibilities and need to adopt a common or, at a minimum, a compatible 
approach. After only a few months of experience i this sector, it is 
apparent that the diacipline of sector lending is having its positive and in~ended 
effect. There are several reasons why. 

a. Top-Level Support - Urban problems were an issue in the
 
1970 presidential campaign. President Pastrana took great interest i.n the
 
issue and pledged to do 80mething about it if he were elected. In his
 
Inaugural Address his attention to the issue was, perhaps, the principal
 
innovation and change from the policies of his predecessor. Since that tim,
 
the President and his key advisors have shown that they are personally and
 
deeply committed. 

b. Relatively Strong Institutio lal Structure for Plannir:g and
 
Carrying Out the Urban Sector Loan - Th~ urban/regional sector loan as
 
not had to depend upon bUilding a completely new institutional structure, nor
 
creating a completely bran d new cadre of technica.lly-qualified personnel.
 
rhe structure largely existed, although only partially utilized. By dev~lol _
 

i 'l:1-country standards, it is a good one. The primary constraints wer. r. t'
 

so much institutional or human, as they were shor "Comings in pc.!icies,
r --i '~;('s a d funding. 

The Natior.al Dep;trtment of Planr:i-g r,ad over the ~:.lst
 
.to C';' Y'(lrtr, qttraC'"tNI young, enthusiastic, qualiiiecl sr:iff In J ber 1'1.'
 
I)e r a 

rtm nt had d erno ns tra ted con c(: ptual capa hili.:y a l'!eI a nab ~ l.:.:-y 0 ... .- r1
 
imaginf'\ ive approaches to helping solve serious development probl' lS.
 

1,.. staffing of the urban/regional unit was no excepion. Then> a Iso 
x;stcd many development organizations, both public ano prh/atc, COn crntd 

with urbar/regional development -- over and abov tht> ',radl'i.onal orgar.iza
.io H of government. All "f thCBC organizations w re ~~~ve, most w>re 
reasonablyeffe tivc, but 8t:"me tended to duplicate [Uti::'.) of others. 
Th· re were gaps and there st'll ar. Taken as a ho , thoL.g '., C jl mbia 

J 
, 

ins.~ t:~ional structure demonstra es that it can be a dy amic forc c> for 
ch?,,'1ge in th urban/regional area. 
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The three major channels being used for ciircct>·.g loan 
funds existed prior to loan signature. The Colombian Hous~ng Agency 
(ICT) had long existed and enjoyed AID and IDB SUppor. There were two 
funda in the Bank of the Republic, one to redia count municipal loar.s 
directly, the other to rediscount loans for small industry authorized by 
othe r lending institutions. 

It may be noted also that with a great ':ncrease ir. the 
numbers of university-level educational institutions and graduates, 
together with growing members of Colombians who have been trair.'':( 
abroad, there are at least three times as many trained persons today to 
plan and help carry out development programs as there were only ten years 
ago. Becaus(' of the nature of their training, and because the Gove:nment 
~s traditionally the largest employer of technical talent, they have tended 
o gravita.te toward Kovernment service. 

Co A Change-Oriented Environment " It is not often :.:1 a
 
developing country1s history that there is a converger,. (> of top-level
 
supp'nt, a relatively sou..d institutional and humar: resource brise, and
 
a favorable developmer-t environment in which policy changes find such 
ready acceptance. This is the case in Colombia, and i~ is part~:ularly trill; 
w'th respect to the urbar./reg~onal area. 

tirba: ./ r .g:onal d velopmel.t is beg:.r:r.\r.g to a':~Ta ~ rrL h 
~:'I~j jon in all var<ed aspects. the needs, the (') .. S·.T~l~nt3, ..... h· r.~r-{)T-
tunr; .1' s, em pI oyn1c or, ·l.r.t> mp: oyme nt a r.d u r.d e Z' - emFwy:ne rot; r: [Hil a t;.o;'", 

gro\\,;.h and the cffe ls of mig:-=ltion, par:i .t:letrly fro: .IAn! ~o vb;J.(' 
arl'i\S; natural and h man factors which have bo~h heIr,cd to cause ~h. ~ re
fHlll situation and may c r.tribute toward resolution of th' p:oob!cms. Thc ...;{ 
aspl>cts and others ha·,re bcen a:1d ar e being studied in Colombia. TI'erc- 5 

mlld1 work yet to be done; there are fruitful areas for lontinucd resear,:h 
.IIHI i'1vcstLgation. There is a growing body of knowledgc, but ther still 
arc many gaps. Yet, there is Fresently sufficicnt irf r 1ation on wr.£ h to 
develop a policy course and proceed. As elsewhere, Colombian urban 
problems arc so pervasive and difficult that the Government has re og .iZNl 
it must take action promptly. This affords the U~ ited States Gov rnmer.t 
the opportunity to make a major development cor..tribu ion through th 
most suitably-effective mechanism presently available -_ the se ~or loar.. 
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Z. Appraisal of the FY -1971 Sector Program (Loan 514 -L-063) 

a. Financial Progr~ - As of May, 1972, 390. 8 mill~on 

pesos (US$18, 400, 000 equivalent) of FY -1971 loan proceeds had been dis
bursed to the GOC Treasury. This represents 63.4% of !he US$29 midiotl 
scheduled for peso disbursement under this loan, and correspnllds to an 
initial advance, plus a second disbursement pursuant to a GOC progress 
report and request. (See Annex B, Exhibit 1, for a summ.a ry of this progres s 
report.) Since funds disbursed under this second request are intended,for all 
but one sub-implementing agency, to meet dema.uG through June 30, 1972, 
it is expected that a third disbursement will be reque sted shortly afte r that 
date. In view of the heavy demand for funds, particuJarly in the cases of 
leT, the FFI, and the FFDU, there is little doubt that any undisbursed 
fundi remaining after the third GOC request will be disbursed pdor to 
December 31, 1972. 

The summary table which follows prE.3ents. for all 
activities covered in the first urban/regional sector loan, the results of 
the GOC 1971 fiscal exercise and its plana for 1972. This table indicates 
that for the period covered in the Loan Agreement there 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 columns 1 and 4). 
This 30/0 difference in total financing is due entirely to a m::scalculation made 
when the CAP was drafted regarding recuperations for the FFDU and "'FI, 
and offsets what would otherwise be a 20 million peso :nc:reasc OV(:j loar 
targets. 

Th(' delay in aector loan dioburaenlcnts i."l 1971 WilS nLl' 1.,,-, 

procedural problems in moving sector loan procf'eclH frurn the GOC' T r('a~lj ry 
to the sub-implementing agencies. Tbese p:'')blenlfJ w(~re C'xog('nous to th, 
opt'ration of the urban/regional sector loan, ~nd have n()w lrtrgely bcC'n 
cG!"rected. As will be seen, only in the CaMe of one Aull-imp](·nl(:nt;.ng 
agency (the FFDU), did this "cash now" difficulty delay th(~ ilJil.ial1.on of 
its program. 

In sum, as concerns overall investrnvnt for the urbani 
regional sector, the GOe has lived up to its commitm(~nt~ a~, set. fordl in 
the FY -1971 Loan Agreement. The program is a ccele rali ngin te r ms of 
both disbursements and demand for funds as it bp.comcEi morc widely 
known and sub -implementing age nci cs be come more f1l1 IY fam il ia r wi th 
administrative procedures. 
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1971 - 1972
 

(l-'..i.llions of Curreni; Pe~(F)
 

l;'f ~:..:"'::'7-=2__, _CY-1 211 * 

Type of Funds 

Sector Wan 

Counterpart 

GOC Resources 

Total 
Programmed 
per loan 

Agreement 
(1) 

86.0 

89.9 

391.3 

567.2 
==.== 

IhtM 
Obligated 

or 
Expended H

(?) 

Tot-.,al Re'~f:ived 
bjr Sut

implementing 
Agencies 

(3) 

Pregra:nmed 
per Ina.n 

Agreement 
( 4) 

37.5 0 522.3 

89.5 89.9 

405.1 ~94.1 916,1 

532.5 
--- 

484.0 
-- 

1.;436.4 
======= 

T\.IU'_"":.. Di~bUl"sr::d 1:-:"-,s.:'. ?rogr<'-DlI1leQ 
-t:,.') Dat.r-; ~J Sub·· f,~r ;:rJ.5tu.rse~nt 

implementing Du.r~ B:=>2a.nce 
Agencies of Year 

(5) (6) 

523·3 

202·1 647.1 

287.7 1,170.4 
---- -.--

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

** Obligation figures for FFDU and FFI; expenditures for leT, ICPES} and DNP 
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b. Qualitative and Quantitative Progress 

(1) Overall Analysis 

(a) Prior Analysis - The analys is of the FY·1971 
urban/regional sector pr0lo!ram began several months before the actual 
loan requelt. The initial presentation was contained in the AID Country 
Field Submission and ~he GOe Economic a.nd Social Development Plan, 
1970-73. Thele documents, in turn, were supported by numerous other 
studies. Immediately following submission of the CFS, intensive effort 
began on the overall urbani regional sector a nalys is. The anal yais drew 
upon the resources of the National Planning Department and AID/Washington. 
These efforts resulted in the most comprehensive analysis of the Colombian 
urban/regional sector in existence at that time. The recent, in-depth 
sector analysis has confirmed the main conclusions reached in last year's 
anAlysis. 

(b) StrateKY Design - The sector analysis was 
substantially in agreement with the GOC strategy in terms of approach. 
Both &naly.el identified three main problem areaa: (i) discrimination 
against Colombia'. important int~rmediate cities, principally in terms of 
credit di.tribution: (ii) the poor quality of life for the very large urban low
income c1asB, and (iii) thE: ineffectiveneaa of urban public administration. 

In terms of promotion of interm ediate cities 
growth and the quality of urban liff·., employment c rea tion was identified 
as a key factor. Emphasis was placed on the role intermediate cities 
could play in absorbing rural/urban migration, thus reducing pres sure on 
the largest cities in their efforts to cope with rapi.d urban growth. Employ
ment creation is considered the major Bingle factor which enables smaller 
cities to attract and absorb a la.rger share of the migration stream. 

The major areaB of publir. aen'i.ce deficit 
affecting the quality of urban life, particularly in intermediatp. cities, 
were identified as water and sewerage service and housing.. 
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The Mission work:d closely with the DNP 
in developing a sector loan program designed to attack these 
problems in the most effective way possible. As part of this 
effort, quantified goals and targets were s~ecified in order 
to strengthen the imp·lementati:on and evaluati"on Rrocesses. 
Consideration of a broad range of needs as part of a single 
overall program automatically focused attention on the need 
to set priorities and use them to select among various pro
gram mixes. This has proved to be a major advantage of 
strategy development within the sector programming framework. 

Beyond this immediate effort at develop
ing an urban/regional sector loan, AID provided the GOC with 
technical assistance to help further refine its urban/regional 
strategy. This assistance was in the areas of intermediate 
city employment creation, rural/urban migration, cost of 
infrastructure, and public administration, and is described 
in Chapter 9 of the "Urban/Regional Sector Analysis Document." 

(c) Problem and Constraints Identification 
During preparation of the Capital Assistance Paper for FY 1971, 
as well as during the conduct of the current and previous 
sector analysis, the Mission worked closely with the DNP in 
the identification of constraints and the selection of inno
vative programs to be directed at their alleviation. 

In addition to those constraints which 
Loan supported programs are designed to alleviate (e.g., 
credit discrimination for intermediate cities) ot~ers were 
identified which are more difficult to attack directly. These 
included labor code provisions which inhibit intermediate 
cities from profiting from factor advantages -- although 
possibly not to a significant extent; nnd lack of administra
tive decentralization in such matters as import license 
approval. The stated policy of the GOC is to decentralize 
administrative machinery and progress is being made, but it 
is n slow process. In general, it must be recognized that 
.mailer cities do not offer the economies of scale, business 
service, and inter-industry linkages available in major cities. 
This disadvantage lessens, however, as risi 9 costs and taxes, 
general unrest, and "urban strangulation" affect the metro
polises at the stage Colombia is now reac ing. The time is 
ripe for incentives to intermediate cities, because signifi
cant response to such incentives can now be expected. 
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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, thLlt this func
tion should not be the sole responsibi J i ty of t11(~ DNP f since 
time-consuming management problems hav~ diverted it from its 
planning functions. It is proposed that the FY 1972 Loan 
Agreement contain a condition precedent to disbursement that 
the GOC study current implementation procedures and develop 
proposals to solve current problems. 

Another problem -- common to most sec
tors-- which has been identified is the lack of certain kinds 
of data and of disaqgregate analysis of availabl~ data. This 
situation is being remedied to some extent, e.g., via the 
deslqn of the 1973 national housing and population census, 
throuqll an 18RD-CI,:r1E study of (~mployment effects of eli fferent 
kinds of industrial. investment, th!-ough ~3arnpJ.c c1tudjes of the 
ernploym'.:ilt effects of workinq C:,-lpiL:l1 'IS f lx-cd capital loans 
arId through an in-depth m,igrutJon motivation ~;tudy. }lov/(,;ver, 
0. liCe] still CX.lsts to defir~c rnure precisc'ly -- and then 
drl'anse to install --- a compre!J(~nsive dato ba;.;e and an 
analytical system for using thr~ data. 

(e1 ) Allocatio!1 of Hesourc(~c~ - The; quantitative 
allocation of resources to the urb.J.n!reg-r;.)n<11 sr~ctor ha~:3 
Eollo'ded t:lat specified in the 1"Y I 971 sector proejraHl. (The 
allocations to individu31 entities dnd organizations .J.rc 
disc~sscd in Annex S, Exhibit 1, to this paper.) Tho distri
bution of allocated resourcr=,s, hO'dever, lagged hehind the 
(:expected <1i ~;bursemen t schcdu 1e. In part, t 1l i f3 rr~ su 3. tl:d from 
thc' IwvJn0.SS of tJ1C' distrilJlll,:.i.on Pl-OCt-_'~3,,; establj:;Lr~c1 for this 
proqr-affi (as contraste<i \.Jj til ttle former s'/~:;tC:!Tl of qraduill peso 
Q0ne!-;'tLion throuc:rh impurtation) .. dnc1 from in!ir;rr_,r,t cornplc:xi
tit,:" of t.he! Colombian (,oV(lrnmellt.. I:, ~-;y~.;tCl:l of t, :clqotinq ,ulc1 
fi,tdllcing. Fortunate)y, ilS cun be seen frr)!I, tllO [Jroqrc!s~; 

(',_'porL pOI-tion of Annex S, tlJi~; c!0L"1/ det-,(~iTL'd !;r()qr('~;:-; only 
lil-ie'l" lye At thi[; writing, the prolJ1c'Jn apP"'ldr~; Lo ha'."e been 
rL' ~;( I I'led. 
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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 speci.fically 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 nl~f.!d to provide techni
cal assistance to intermediate cities to proparo infrastruc
ture projects, and (ii) the need to undertaKe broad based 
evaluation progrRms. 

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 h~s shown the 
capacity to satisfactorily implement loan activities now under 
way without external technical assistance. HO\'lcver, the uni
versity urban studies center program is just nuw commencing, 
and progress will be monitored to determine whether assistance 
may be hel pful. 

In regard to technical assistance to inter
medi ate ci ties, the GOC, throuqll the DNP, ha:-; CL oa ted a special 
traveling technical assistance team to help id~nti[y and do 
initial development work on intermediate city projects. ~his 

program will receive support through the propo~jer1 FY 1972 loan. 
1\11 traveling assistance tearns include: representatives of 
rONADE, the major national source of credit for technical 
assistance. These FONADE reprc'sentatives assist rnunicjpalities 
in iden t i f yin g tee hn i cal as:3 j ~3 LlI1 C e nE' e dsancJ i;1 up ply i nq for 
FONT-.DE f inane ing . Thus FONADE services hd 'Ie h(~f:n c~f fl'cti 'Ie ly 
ex tended to in te rmedi at ..:! c i tics, perhaps more (' f fccti 'Ie 11,' than 
t:hrouyh u program of publicit,/ ;lS roguired by the previous 
~ecLor loan agreement. 

With regurd to initiation 0f ~n eVQluation 
program, separa to from loan mon i tor inC], the rt.: :1,-1 S bc:':n li t tle 
progress to date. This is due, in p'lrt, t'-.- the fact tlwt ull 
Llvai lable time and energy 0 f tho DilP ha::; br:cn ';onccn tel tcd on 
getting the operationul proqrcun under ,,,/C:~'. 

(E) Action rlan~c~ unC: TJ'itJ1.'::\(:nLli:ion E:·q)(~ri(nlC8

Till' implOOlentation of the F"T"L7j-71-,-I;:.~i-:[ti,-:::,; (/,;}I-~(..:r·rr: 
~~chl'duled in CY 1971 and (~urly CY If))/. di': (j(:scril)(.~d in I,nnex B, 
j':xlJiIJit 1, by sub-implcmcntinq i1ql~'I("/. 
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In all cases but one, substantial imple
mentation has already taken place despite the initlal flow 
of funds problem. Several entities had cut back on lower 
priority programs, where they were able, to finance their 
sector loan-relat.ed programs. '}'hese efforts have J:cpt tar
get achievement fairly well on schedule. l~ addjtion to 
inplemmtaticn, the sector loan, f rom the ou tse t, hit::-; been 
instrumental in effectuating a number of major policy reori
entations, perhaps most significantly in regard to credit 
for intermediate cities. In this regard, the principal 
activities and accomplishments are descriGed in brief below. 
Full details are provided in Annex B, Exhibit 1. 

(i) Ie'}' - In 1 9 7l, I CT uti 1 i zed c lose to 
GO% of j.ts resources for-row-incorne programs. Thi::;.is a dra
matic turnabout from the trend in the late sixties of leT 
construction of relatively more expensive housing. rCT has 
prepared, and AID has approved, a detailed analysis for the 
implementation of a "site and service" program and will 
shortly commence project construction. 
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(ii) FFDU The regulations governing FFDU 
operations have been modified, lowering the interest ratc by a point and 
providing for 80% rediscounting on intermCC'Hate city I(Jans. Its approvals 
reflect this new orientation. Mon~ than 60% of its disburB(~ments in the 
April-June trimester will go to intermediate cities, and over 50% of its 
total lending for 1972, as now projected on th(' b<:tBis of approved applications, 
will be in intermediate cities. In prior years only aboul 200/0 of this financing 
went to intermediate cities. 

(iii) BOR-FFI - FFI r('guliltlOns have also been 
modified, ralslng the rediscount rate for loans in inh'l'rn(~diatp cities to 80%. 
As a result, 50% of its lending has been in interrr~ diale CLUes since the 
commencement of the program, as compared with 20% prior thereto. The 
FFI has also increased its eligibility standards and will now lend to firms 
which have up to 20 million pesos in aS8C'ts if they [fll'cl a labor-intensiveness 
t('st, vs. the previous limitation of IS million jJE':-;(jfL 

(iv) ICFES-£SAP - ESAP initiat(~d its public 
service training program in CY-1971 and trained 1, '~50 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 f1l1ancl'd by rleferllng 
lower priority programs. 

. - Urban Studies Prr~al1l(v) ____ lCFES University::.:......l.-._..... __. .. _. ._. _ --- _. .~ 

rh" (ioC haa pr(Hcnted n'ccntly, and AID has appruv/·d, a proposal for 
dt'vt'lopil1~ university urban study prograrns. It is f'xp('clcr! t!la.1. the first 
ditlburBf'mcnt for thiH activity will })(' mad(· shortly. 

( v l) Di~L~ - T h f' u rH) h;l s b I' I' /l d l i v t· I nit s s l' (' torI 

loan-j('lated prograrn Binc(~ C'1'-1971, alth()'l!<h it oni,' ["f cntly l'l'(!·\v(·d 

its iirst loan disbursement. It has carried out (~xl.c[l'li'.·{' puhij( ity a<livity 
and haa finished substantially the job of preparing (·rilt'ria. .:i.nd fl'( hnical 
assistance programs for the municipal development ar,d Indll';(r,. i prornotlon 
founda tion a eti vities. 
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SECTION II THE PROJECT: URBAN/REGIONAL SECTOR LOAN II 

The M iss ion's Urban 'I Regional Se ctor Loan Committee has analyzed 
Colombials urbani regional sector strategy and is convinced, in view of the 
above, that further AID capital assistance, as req uested by the GOC, will 
assist the Colombian urgan/regional sector to continue progress in ways and 
at a rate otherwi.:le not currently feasible. 

This proposed second sector loan is generally structured along the same 
lines as the current loan; however, ArD inputs are planned for seven sub
implementing agencies, instead of four as in the previous loan. fwo 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 construdion of water and sewerage 
lines in intermediate cities which do not have local entities to undertake 
such activities and 80 cannot utilize FFDU financing. This program wi.ll 
include priority projects already planned, and will include a mechanism to 
induce many of the cities benefitted to establish local public service 
corporations . 

.Corporacion Financie ra Popula r - which will provide direct credit for 
small and medium labor-intensive industry in intermediate cit~L·s. This is 
the principal, existing Colombian institution serving this purpose and has 
developed a program to virtually double its lending portfoli() dllring 1973. 

DANE - This will bc a one-time input to finance lht' 1973 national 
("cnsus, which will provide pssential data bearinK or. lIrban/rf~gional devc]o;)
ment, particularly rural/urban migration and housing. AlD has already 
provided technical assistance to help design the migration component of 
the census. 

Thf' remaining activities will essentially be continuations ()f the prescnt 
program. All activities are fully dl'scribed in what is proposed a9 the 
Annex to the Loan Agreement, a draft of which is provided as Annex H, 
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Exhibit 2, to this CAP. It should be noted that certain activities encompassed 
in the current loan will not be programmed to receive comming)~d funds 

under the FY -1972 proposal. T~8e are the municipal cl(·vclopnH~nt institutes, 
regional industrial foundationa, 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 800n be r:lisbursed for these 
purposes, the GOC is not now prepared to make a Judgment as to the ne(~cJ 

for additional funding for them for 1973. The rnunicip;d rlev£'1opment institut~ 

proRram is in the advanced planning stage; however, its initiation is not 
anticipated prior to the sl'cond semester of this y(~a r. In the case of the 
municipal development infititutes 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 FF'I to make the necessary 

allocations against available commingled funds. 

The US$37. 7 million pesos equivalent fo!" the 8even 8ub-implementhg 
agencies under this loan will be commingled with US$64. 3 million peso 
equivalent of national budget and non-budgetary reBOUrCpf.l for a total of 
approximately US$102. 1 million equi val cnt in rf~ s oure(' s dire ctl y as so, iatf~d 

with the sector loan program. As will be noted from a review of Chapter 12 
of the Sector Analysis Document, it is difficult to det.ermine precisely the 
level of national urban/regional sector investment; hov/,'vpr, haRed on 
the analyaiB therein, this US.$102. 1 million reprcsentH about 18(~1 ()f total 
urban/regional investment. It r(~pre8ents, of course, i1 kf~y 18% since it 
constitutes the essential financing for the priority expansion areas of the 
GOe's urban/regional Btratcp;y. 

1\, ,?urpoae of lJrban/Region~~'-ie~tor Loan 11 

Within the broad objedivC'F; of ameliorating credit discrimination 
al(ainst intermediate cities and improving the qualIty of urban life, the 
loan is designed to aid the Borrowl'r in carrying out its urbC'.n/n·gional 
s e eto r clevel opme nt p rog ram by conti nuin g suppor t for p r ('vi 0' I'; p r og ra rlls 
and by Hupporting new or enlargf~d initiatives in the icllowing sp£'ufic 
areas: (1) further strengthening valori7,ation financing ('rllities at the 
national and local levels by providing them with v:orking ciipit2.J and 
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increasing their capitalization; (2) supporting pl'iority water and sewerage 
installation programs in intermediate cities without public service corporations; 
(3) continuing support for leTl s efforts to enlarge its innovative low·· income 
housir..g 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 &s .istance 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 a.nd 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 dtie"!, flowing through the 
FFI and FFDU, will be maintained at 50%-60% levels and credit terms for 
intermediate cities will be relatively more attractive; (?;t 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 structur(: by setting up 
public service corporations; (3) leT will concentrate its investment on the 
lowest income solutions possible; (4) ESAP will continue and expand its 
public official training program; and (51 the Dr'~p 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'a level of outstanding rediac;mntsfrom 635 
million pesos to approximately 940 million peoos by the end of 1973, with 
60% of new credit invested in intermediate cities. * 

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

II< The C Y-1971 l!lector loan used capitalization to define ta rgets 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 lcnding from 240 
million pesos to approximately 440 million pesos by 1ht' end of CY-1973. 

To increase lCT low-income housing invcstrnc"l ir. 1973 t.n
 

1,000 million pesos (60% of its total invesLmPllt budget).
 

To increase lNSFOPAL' s investment to 383 Ir:::ir;n pesos i:1 1()72 
and 547 million pesos in 1973, 60% of which will go lo irtC'rrr.ediate 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 courSt', 

substantial in itself. The indirect impact, in terms of employment created, 

should be n-lUch greate r when one cons ide rs that the programs supported 

are all highly labor-intensive. 

rea80ns, this is not an adequate basis for Ineasuring achieverner:t. rh" 

principal reason is tr.. ~ capitalization of these two enti.tics is Sllbjcct t () 

wide fluctuation since thf'ir runds ai"f~ issued for a six-month tenn, and 
therf~ is no way of insuring tl"3.t at. tht' end of the tern1 bean 'S will rot 
liquidate their holdings causing abrupt and unpredictable (I .• ng":;. TIll!:>, 
a tilq/et rnay be achievc~d on Dpcf'r1'1ber 31. and Boon th('rl'41[I.(·r the (·Jr·'.,! 

Tnay diminish. As will be' seen in Annex H. Exhibit 1, Il1i:; has I)('en ;jlrl r.J.';", 
a problem for thl' FFI. and is a potential problcrn for 1.11(' Fl'J)!i. Ii) ildd:,I'J):l, 
the level of capitalization does not. adequately refll'd the j"('!"jurc(" ('arabij!f;,·" 
of tlwse two t·ntitic~. In this regard, for example, a~; ut r,.~dY 1, 1'1-:'!.., th, 
F F I and F F D TJ ha d b 0 r rowed () 7 mill ion an r:I 10 3 mil Ii 0 Ii F f' H n s , r .. :.; p (. d iv, ~ ) / . 

from the BOR, which had been utilized to financf~ previous ;:(tlivit.i('s. The:;(' 

10antl have no fixed t.erm and thl' BOR, as a policy J1l<lI'r'r, h":J 'I"cider! '~n! 

to r"Cj\lire repayment at thiA tiln(~. Therr'fore, fOf Ihi.,; yl'ill'S I(kln, th,· 
tv iAtiion considers thdt a bettf'l' and rnore 8t.abl(~ rc:Jlt·ll.ion uf ;~'i··Dr; and 
FF'J activity iA the increm(~nt in p'rliHco\JntinR outstanding. '! hi.s NI11 gi,· ... 

:l Kood indication of nd lending and if, obvlcusly not Hubjt'ct t.o Ill(' d('gn'(' 

of variability of capita.lization !nOVl'nwnts. 
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Although the program is not intended to divert or 
reduce the amount of resources flowing to major cities, and 
in fact will increase the flow of resources to major cities 
over what would otherwise be available were there no sector 
loan program, a key policy aim is to reduce credit discrim
ination eoward interme iate cities. ]n this regard, he 
following table will give an approximate indication of the 
division of sub-implementing agency investment of comingled 
funds on a city size basis: 

CY 1973 
(millions of pesos) 

Major Cities Intermediate 
Cities 

1. FFDU 1< 124 183 

2 • INSFOPAL 286 191 

3. f'FI 230 230* 
4 . CFP 116 170 

5. leT 600 400 

TOTALS 1,356 1,178 

Ne\>, resources only* 

In the area of financing for small and medium industry, an 
attempt has been made to provide more effective support to 
the Colombian institutions primarily concerned with this 
activity through the addition of loan funds to be provided 
directly to the CFP, a GOC entity. 

As pointed out in Chapter 10 of the Sector Analysis 
Document, th CFP, in 1971, used roughly 50, of FFl redis
counting and over 60% of FFI rediscounting dir .cted to inter
mediate cities. Thus the CPP plays a vital role as a primary 
lender to small and medium business in intermedi..;lte cities. 
'I'he GOC has determined that it wishes to strengthen the CPP 
and has proposed a substantial increase in its program for 
FY 1973. In order to support this initiative, and to some
what rationalize the flow of industrial credit AID will pro
vide direct support to the CPP. CFP investment targets, as 
stated above and in Annex B, Exhibit 2, are exclusive of 
rediscounts from the FFI. 
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C. Priority of Sector Loan Project 

1. Relationship to Recent Sectoral Studies and AID St,_'atcgy 

The Sector Ll.an Committee has re-examinl~c1 the IBRD Regional 
Development Policy Pape r and the I LO report" Towa rds Full Employme nt" 
and finds that Urban/Regional Sector Loan II is consistent '.'.'ith the analyses 
pre se nted in these reports. The Urban /Rcgional Seeto r LOa n II p rog ram 
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 coe 1972 
1974 Social and Economic Development Plan, which was consirlered by the 
Consultative Group in F~bruary, 1972, The loan activities have been drawll 
from lhis Plan and other Colombian initiatives, and have bel'n reviewed in 
dOB c' collabo ration betwce n USAI D ; Colombia and coe official s. The loan 
program was approved ilr presentation to AID by the GOC's Economic and 
Social Policy Council under the Chairrnanship of Colombia's President on 
May 19, 1972. 

2. Priority of Project 

The urban/regional sector is designated by the coe as one of 
the key areas for dt'velopment leading to acceleratpcj social and econornic 
growth. This loan proposal is part of an overall, on-go~ng IJrh:',l/r l 'gionc>1 
d I' vel 0 p In e n t pro g ram, 0 t h I' r s f: C t ion s 0 f t his loa n p I' () P0 sill d /' s ( r ilJ(' the 
"continuing" aspecU; of this total program, and rnake "\/'ar thaI lhi,~, prnpcJ",·rj 
loan is for the purposl' of l'nabling the GOe t.o accl'lr:rCl.t'· i~~:; urhan!rl'glfHJe\1 
d t' V I' lop nH' nt e ff 0 r t 9 , U nd e r ta k l' t h (' n (' c l' 5 S a r y ref0 r 11'1 S d I) din nov (l ': ~ () 0 S , 

a no continup expa os ioC1'c{ on - going urban / regiona 1 il cti viI iI's. 

D. Environmental Aspects 

The development activittf.'s of this sector loan havl' an f'I1',ironrnl-/1la! 
impe1d in the sense that they afft'ct urban expansion, il1l1u'{illg b\lilding 
of ,'1<lnitary systen18, construction of housing, and finan,ir~g of IndustrIal 

dl'Vl'!opment, as wdl as influencing thl' spatial distribution llf fhl' pnp\l]<t!,Oll. 
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Nevertheless, some of these environmental implications a re the 
result of second or third-level actions, removed in time and space from 
the sectoral loan program, and difficult, if not impo8f:jibJt~, to pn·rliet or 
quantify. Therefore, the presum?tion of the Urban/Hq~ional S"dor Loan 
Committee is that a detailed analysis of the environmental impact of tl1L' 

ultimate sub-projects contained in this sector loan proposal could Il('ithl'r 
now be determined, nor should be required. 

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

A. Present Status of Colombian Economy 

The annual rate of real growth of GDP for the period 19615-1970 
averaged 5. 8%. The pe riod 1968 -1970 saw a steadily ad vane ing rate of 
growth (6. 1%. 6.4% and an estimated 6.8% in 1970). Bus inessmen reported 
an l:lxcellent year in 1071. Nevertheless. preliminary {'stimatcs arc 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 5.70/0.) Excessive rains in the first half of the year adversply affected 
agricultural production, although production in the second hal f made up 
m u c h 0 f the los s . In add it ion, c 0 ff e e prj c (~f:j w ~ l' e do \Iv n r: 0 n sid r' I' a b IY fro rn 
1970 levels, and this affected not only export earnings but domestic 
income as well. Thus far in 1972, coffee prices have remained above las 1 

year's levels, agricultural forecasts are excellent, and industrial and 
commf~rcial activity is high. Present indications are that growth rates on 
the order of the 1968 to 1970 period will be achieved In 1972. Pric{~s rose' 
in 1971 by 10-15%, depending on the index used, a higher rate~ uf inflation 
than in the preceding several yean3- Supply shortages, due to adverse 
wf'athpr and modification of the petroleum exchange ratr·, contributf'd to 
thiH pril crise. 

Fiscal revenues in 1971 "'/(:rc~ above projections, as Wl~rl' invr·st 
rTll~nt (·xpenditures. Current expenditurr:s were somewhilt low('r t1Hll anti 
l'ipa.tf~d. However, domef}tic credit resources as well as di"b'lrSI:I"(l('nts 
on foreign assiRtance loans were bc:Jow expf~ctcd l{~vr:ls, and thl' ovr'rrtl] 
g U () rl f i sea 1 res \l Its for the yea r weI' epa 8 Bib1e h y m a j n ta i n i n g , i n U' r m S 0 f 
constant pesos, rather than reducing, as planned, lhf~ GOC floating debt, 
and by some additional central bank bor rowing. RI~ vr:nlJr' (rJIJ f:( ,j(HIS fol' 
1972 arc continuing to grow satisfactorily but, with plannl'r1 in'l.ostn1l'nt 
('xfH'nditures also growing rapidly, Colombia must (;()ntinuf' to p\lrSIlI~ 

soulld, improvpd 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 coHee 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 19()8 to 1970, are onc(' 
again picking up well and should be sufficient in 1972 to help cJ,upporl expanding 
economic activity. (See Macroeconomic Supplement 2 "Colombia: Economic 
Pc rformance and Prospects" for more detailed dis cus s ion. ) 

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 r.1arket 
is about 41%. This represents a decline from somewhat above 4":% during 
the 1969-1970 period. As a result of the recent changeR in monetary 
parities, the first fruits of the very welcomed greater and morc flexible' 
activities of the Export-Import Bank, and other increased promotional 
activities on behalf of U.S. exports, this loan, by improvin? ("olrJmbia's 
import capacity, should also help to improve once again tlH' U. S. sharf' (If 
t}lt' Colombian rnarket. 

The very purpoAI' for which this loan ia designed should tll'lp to 
brill~ about a stable, j.i(rowing economy, onc which will provide· a !<1rp£'r 
n1arkd for U. S. exports over the long run. 

C:. Title IX - Euilding of Democratic Institutions 

This second urban/regional sector loan directly addrpss£'s Titl!' 
IX objectives by placing emphasis on helping to achif~vc maximum p3 rti
cipation in the task of economic development on the pa rt of t1w people of 
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Colombia through its encouragement of a stronger infrastrurhl re of self
sustained, viable private, as well as local, regional, and national govern
ment urban developmp.ot institutions. The loan's cffcctH will iClCl'(;aae 
urbanI regional reform activities ar.d 8upport Colcr,bian initiatives and 
human reaource dedication to the advancement of inunicipal and civic 
activitieB in the priority areas covered. 

D. Contribution to Colombian Development 

As a continuance of the development impetus created by previous 
urban/regional sector assiotance, the program will support the GOCI S 

overall development strategy as described in ito 1972-1974 Social and 
Economic Developmcn~ Plan and with primary focus on the potential of 
intermediate cities to contribute to improvement of urban conditions 
generally, and the expansion of urban f;mployrnent '.=specially. The pr,;',ious 
urban/rp.gional sector loan stimulate,1 o. RubstantiaJ i.ncrease in budg',..ary 
and human resource investment in the Elector and thiE:l propoBf:d n'~·N.iBsi6
tance is expected to catalyze further efforts toward a still greater increase 
in the futu reo 

E. Consistency with CLAP Reviews 

As of this writing, the laRt revi,;w of the Colombi~11 economy by 
tlw Intf'r-American Committee on the Alliance for Progrr:ss (ClAP) vIas 
mad,· in February, 1971. In that revi,;w, CLAP recognizr;d WIth !jatisfaetion 
th,: urban reform ,:ffort developed by thr: GOC and exprf:<;[;r:d its pleaflurr: 
in Ir:arning that the proposed strategy and the inAtitut.ion,.d 8lructllrf~ n':CCH
gary tn U:1.rry out urban refIJr)(lH are bf;inf~ aubmittcd Ir; .·xL'·r1fJivf~ )J\lblic 
diH(Ussion. ClAP not!:d that, within dH~ Hcope (Jf" (>J]rlrnbia 1r, urban rr:ffJrm 
pliillS, an on-going analysis in df~pth iA [H:ing ma.rI,; rJf t.h,. [r;]]o'//ing a~pr~r:tI3: 

arl adr'qllatr' rnecbanism within the ('~ntral i~f;'/,~rn[fl(:n\, If) rr;::lf,] 'If: f.nnflicl.ing 
prifJritif'f:l and n:gional centralizat.ion; thr: r;ff(;r:tivi'li(';jfj and '/liJy of carrying 
out the I'ontrol and Ill:;r: r)f land; trl'~ criteria for irj·:rltifjr_a!.irln ()f lhr,Clf: (iti"H 
who!lf' growth ahc1uld br: encouragr:d fJr lirnitr:d, ,lond thf: funst.raillt,'j which 
may !'xif:lt relativ,; to the capacity of thr' conntructifHl indilbt.ry. ClAP, 
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at that time, suggested that selective criteria be developed concerning the 
optimum density and form of the cities considered within the urban sectoral 
reform. Given the fact that whatever formulae are adopted will imply a 
heavy load on the implementing institutions, CIAP urged that the international 
agencies intensify their assistance to the Colombian entities involved in 
analysis, evaluation, and training,and to provide direct technical assistance 
over the short-term to those institutions most widely concerned with the 
process of urban development.. CIAP ehdorsed equally that the international 
financial institutions bear in mind the needs for external resources which 
the program may reguire. 

The 1972 CLAP review of the Colombian economy is expected to be 
held, at the earliest, in June, 1972. The Sectoral Loan Committee anti
cipates that, in its 1972 review, CIAP will express general concurrence and 
support for the urban/regional sector objectives set forth in Colombia's 
1972-1974 Social and Economic Development Plan. 

F. Consistency with Consultative Group Review 

The IBRD-sponsored Consultative Group for Colombia met February 
28-29, 1972, in Paris to aSBess Colombian economic performance and to 
coordinate prospective economic assistance from donor ountries. The 
Consultative Group expressed its general satisfaction with Colombia's 
r cent progress in the development field and showed particular interest in 
Colombia's urban sector program, and in Colombia's need to continue to 
receive a high level o! external assistance for urban seetor and other priority 
prog rams. AID' B sectoral app roach to external as 8 istance wa s giv L special 
attention by the donors as was the GOC's appreciation for this type of 
aSHistancc. The Consultative Group's stresR on the need to focus more 
intensively on employment and in ome distribution matters as dis \IBsed 
in Paris, is one of the key elements addressed by this propos d second 
urban/regional sector loan. 

G. Certificatloh of USAID Director 

The U. S. AID Director certified on May 24, 1972 that in hiB 
opi nion the Gove rnment of Colombia has demo;-ls trated the nee es sa ry 
capabilities to carry out this sector loan. Refer to Ann'x A, Exhibit 2, 
for text of this certification. 
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SECTION IV FINANCIAL ASPECTS OF THE URBAN/REGIONAL SECTOR LOAli. 

A. Borrowc r - The Gove rnment of Colombia 

The Bor rowe r will be the Government of Colombia, which will be 
authorized, after approval by its Economic and Social Policy Council and 
its Inte rparliamentary Commi s s ion, to ente:r into a Loan Agreement without 
further Congressional ratification. 

The implementing agency will be the Ministry of Development (MINDES). 
The following entities will be sub-implementing agencies: The National 
Housing Agency (ICT); the Bank of the Republic (BOR), acting through its 
Urban Development and Industrial Finance Funds (FFDU and FFI, respectively); 
the Municipal Development Institute (INSFOPAL); the Advanced School for 
Public Administration (ESAP); the National Administrat.ive Department of 
Statistics (DANE); the Popular Finance Corporation (CFP); and the National 
Planning Department (DNP). 

B. Relation to Total Urban/Regional Sector Financing 

Toe following tables indicate the recent evolution of total public 
financing and source of financing of the urban/regional sector; 

Total Sector Financing 
Percentage 

Millions of Increase over 
Pesos Previous Year 

1970 7, 7 
1971 8,853 14. 5 
1972 11,220* 26. 7 
1973 13,413* 19. 5 

>I'	 F"'om Part III, Chapter 12, "Urban/RegIonal S' Lor Analysi. ," Table 12-1. 
Illl\v"vcr, 1<)73 tot.al lnVl'sl.ment has benn increas'd conscrvativ ·Iy On the 
bal:lia of the aome at larger than expccl·d GOC se .lor loan I' qupst and 
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Percentages of Total Sector Financing by Source 

1970 1971 1972 -.J..21~ 

AID 2.8 2. () (). 1 6.4 
Other donors 17.2 15. 3 14. 1 14.0 
GOC 80.0 -_.•. 79.881.8 79.6 

100.0 100.0 100.0 100.0 

Although total sector gro\\·th is shown at about 70% ov(~r the threp· 

year period (1970-1973), this is probably a significant understalt'menl, 
Potentially substal".tic>.l ilCW national invpstment for urban ('onstnlction is 

planned for 1973, but is not reflected j:~ this tab]p, since neither domestic 

nor possible foreign-financed amount s ;trf' yet known. Also, substantial 

existing and planr.ed urb3." public inv/'stnwnt is not inclllded for lack of 
RlIfficiently precise inforn1ation as to ('xactly what purtion has bl~('n marie 

or is planned in urban arf'as (within such fields as (~n{'rgy, transportation, 

l'onlrnl1nications, etL). 

t~1f' ((JrreBpondin~'ly i;1;rcaspd GOC :'ontributions to Ih.· -;t:( lor. Th(' 

Jollowi.ng is the 1I1Sf::tut~onal breakduwn of increased Sf', tor loan and GOC 
lortlihl1tlons in 1971· 

trnillions of PC'fiO~) 

ICF ES (ESAP) 13
 
FFDU (Valorization) 300
 
FFI - CFP 110
 
lCT 156
 
DANE 30
 
INSFOPAL 14
 

623
 

Alao,in 1972 tht~ INSFOPAL total budgl'l was incrt'illH:d by 80 million 

pt'SOIi ovrT thl' figuTl' shown ill the r('(,.~rencl' table. 
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The table showing financing by source indicates that the GOe 
component has been about 80% over the three-year period. This table 
indicates an increase in AID Bhare of 0.3% in 1973, but the Mission believes 
it likply that when firm GOe investment targets aTl~ fixpd, fhifi nlight 
furthf'r upward tre.'ld in the AID share will be cancelled out. 

Projected 1973 investment figures for most entities arc still tenta
tive and incomplete, and are treated conservativf>ly by both the Ministry of 
Finance &nd the DNP. Firm figures probably will not be available until 
later in the year. However, in view of GOe emphaai1; on urban devt::lopment, 
and its past record of ge ne raIl y under -estima ting j nvp 1; tme nt projections, t}w 
percentage increase in total sectoral invest:Inent should be clOfjf:r to the 

1971-1972 increase of 26.7% than the 19.5% shown. 

The above tables are based on a fairly bi'oad definition of the urbani 
regional sector and, as mentioned above, include cornponentB where data 
are lacking. If one used a narrower definition, i. e., those rTl2.jor sub
sectors with which the sector loan has been concerned directly, it s.oTT1ewr.at 
different picture cmerRes. There iH clearly a decid(~d shift in inveRtmcnt 
priuriti?s from other Bub-Rectors to waler and flew('ragf~, low-inCOlf1I: 
hou8ing, small and rneriiuTTl industry promotion, and vaJuriza.tllJn, as 

reflp<'tcd by an overall increase in invefltrnf:nt in thl'Hf' ijllb-s(;( tors over 
thf' 19-/0-73 pf'riod of 136%, as comparf~d to 70% for th,· sector Illlrj(~r the 
brOd.fjpr definition used. 

The following tables indicat!' t.he evolution of lnVI·gUm:nt,'.':lUl 1973 
conservatively estimated, in the kf~y sector-loan relat(~d an'as of urbani 
regional investment: 

(m i 11 ion fI of (u r r (' n I (J f~ B o~.; ) 

1970---  1971 19 '/2 J{} -I 3 
------

Water & Sewl'rage 1,056 I, 045 ] , fjl)fj J, ()37 

Low-Incomf' Housing (J48 751 I, 500 1, 861 
Small & Mf!dium Indusl ry 227 340 :j (, ') 7S0 
Valori:t.ation ..~ 6() ~5S I) () () I) 00 

2,100 2,491 4,li-/4 5,44H 

Pe rcentage inc: reaB I~ 

over previous year 8. 3% 

UNCLASSIFIED
 



UNCLASSIFIED 

-29-

Financing by Source 
(millions of currcnt pesos) 

1970 1971 1972 1973 

AID 164 (7. 1) 688(15.0) 858 (15.7) 
Othe r donors 361 (15.7) 898 (19.8) 867(15.9)
Goe 1,775 (77. 2) ..:;..1r....::;.,;;;...;.....l-:....;;..;~ 2,958 (65.2) 3,670 (68.4) 

2,300 (100) 2,491 (100) 4,494 (100) 5,434 (100) 

The most important fact to keep in mind in evaluating the impact of 
ALDis substantial sector loan inputs in 1972-1973 is that 41% (618 million 
of 1,507 million pesos) of those inputs represents increased resources for 
FFI and FFDU. Rather than promoting continued GOe reliance on AID 
contributions, capitalization of these entities will mean lessened require
ments for external support as they become more self-sufficient in the 
reasonably near future. For example, the GOe proposes an increase in 
FFDU's resources to 900 million pesos by the end of 1973. If FFDU reaches 
this lcvel, the prospects are that it will need little additional assistance after 
1974. 

Thc initiation of substantial sector lending in 1971, and its continuation 
through 1973, has n·sulted. quite nat'urally, in an incr ase in the AID share' 
of ~cdor finan ing. Thl' Iv.ission believes that thcse years repr scnt a peak 
input that is csscntial and justifiable if sufficient resour es ar to b' made 
a va i labl e to inn uencc opportunely modi fi cations in GOe urban / regiona 1 
policy, and to strengthen key institutions rapidly so that they may become 
more self-sufficicnt and not have to rely too heavily on external Bupport 
In thc! future. 

C. Relation to Implementing Agency Financing 

The following tables compare, on a summary basis, AID sector 
loan and GOe; inputs to proposed seeto r loan Bub-implementing agencies: 
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Comparison of Loan Year to Past Year for O~ -Going Activit,jet? 
( 1973 0 ve r 1972) 

(millions of current pesos) 

( 1) (2) 

Change in Change ill 

Agency or Program Total Activi.!}' AID SUP.I20r.l-

ICT 346.0 134.0 
INSFOPAL (water & 

sewer line installation) 164.0 48.0 
FFDU -74.0 -37.0 
FFI -120.0 -65.0 
CFP 200.0 60.0 
DNP O. 1 -0. () 
ESAP 13. 0 3.0 

Financing of Impl eme nting Age nr-y P r~),g rarr..!.~ 

(millions of cur rl~ nt pc 80S) 

Entity 1971 1972 

leT 
Total 438.9 655.0,---
GOe and othe r 402.9 420.0 
AID 235.0 

INSFOPAL 
Total 383. [)----_. 
GOC 343.0 
AID 40.0 

FFDU*
Total 360.0
GOC and other 180.1 
AID 180. (J 

F' FI* 
Total 360.0
GOe and Othe r 180.0 
AID 180.0 

~. New resources only 

(3 ) 

Percpnt of
 
Increase (2/1)
 

38.2 

29. 2 

30.0 

23. 1 

1973

1001. 5 
~-.-- ----_.

(, ~ ? , 7 

J LEi. i~ 

S~7. f) 

420.0
 
Jr.'I.1)
 

--2Ji£.... iJ 
14'3.0 
},n.o 

;:40.0 
---~--,-

12 S, (J 

liS. 0 



---
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Entity 1971 1972 1973 

eFP
 
Total 240.0 440. 0
--_. 
Goe 240.0 380. 0 
AID 60.0 

DNP
 
Total 7.0 10.5 10. 63
 
GOe 7.0 7.5 8.25
 
AID 3.0 7.. 38
 

ESAP
 
Total 10.0 18.4 28.5
 
GOe 10.0 9.4 16. 5
 
AID 9.0 12.0
 

DANE

Total 30.0 57.0
 
GOe 30.0 27.0
 
AID ,0.0
 

Looking at the data from the viewpoint of change in AID ~;I.:i'port 

afJ ,l percentage of total change in the input for each cg ('1)( Y \\ilr: all 

on-going program, for eY-1973 (the proposed loan year) over (Y -1'J72, 
the following picture emerge s: AID financing ra nge g be l".!If' (. II ~.s. I','" ilnd 

38.2% of the increment. In three in8tancea the proposl'ri /,, II) irqn;l in 

197 3 i s 1() W e r t ha n for 19 72 and, t h US, can not bere fJ e (" ted a s it r (' r < (' n t il. g (' 
of the increment. 

In addition to the above, the proposed loan prv'Jidl',''J ..:II! j") "I to th(' 
DANE Housing and Population Census. Since thi";:b a diller(:/I D( fivity, 
the funding for which stretches over a 3-year period (1972-74), tilt' above 
formula is not considered to be applicable. The total CORts of ihl' Census 
are pstimated by the GOe to be 102 million pesoll, of ><'hith :;0 rrlilJion 

are being spent in 19'/2, 57 million arc programmed {or 1()?'), ,HId Ie> 
million for 1974. The Goe request for sector loan sUP]JUl': I'; It) lllillilJn, 

which corresponds to 30% of the total, or 52.7% of the 1973 (·xlJl·nditllrl'. 
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D. Terms of Loan, Alternative Sources, and Repayment Prospects 

1. Terms of the Loan 

The terms recommended for the proposed loan are 40-year 
repayment by the Borrower, including a IO-year grace period, at an 
interest rat:e of 2% per annum during the grace period and 3% per annum 
thereafter. 

2. Justification of Loan Terms 

The Sector Loan Committee is of the OpinlOn that the terms 
reconunended are reasonable for this sectoral non-revenue producing 
program. 

3. Other Free World Financing Available 

IBRD, lOB, and Eximbank have been adv! sed 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 provid"d dnd is anticipated for the urban/regional sector. THs 
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. Propsecta for Repayment 

The prospects for repayment of the proposed loan are excellent. 
The Government of Colombia will underto.ke the obligation and assume the 
exchange risk. The debt burden of the GOC is low compart~d to othpr Latin 
AnH'rican countries of similar economic conditions. (Sec Ivacro('conomic 
Supplement Two: '·Colombia: Economic Performance and Prospects" for 
survey of GOC foreign debt and net foreign exchange resources. ) 
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E. Financial Plan 

Estimated total costs of the program over the estimated 
disbursement period are shown in Section IV C. The loan is 
anticipated to be disbursed during the course of CY 1973, 
except for 40 million pesos in the latter part of CY 1972. 
In general, disBursements are expected to follow the normal 
GOC disbursement pattern. However, since one of the purposes 
of the program is to enable GOCto proceed faster than it 
ordinarily would on progress of the program, and since his
torically the GOC disbursements from ordinary revenue are 
smaller in the first half and higher in the second half of 
any CY, it may be determined desirable for AID to disburse a 
higher percentage of loan funds in the first half of the year 
and a lower percentage in the second half, depending upon 
c'rcumstances. 

A condition preced nt to disbursement to any sub
implementing agency under the loan is the GOC's having com
pletely disbursed all funds from Urban/Regional Sector Loan I 
(514-L-063) to each sUb-implem nting agency, unless AID 
otherwise agrees in writing. 

Subject to the above, and to fulfillment of all other 
ronditions precedent to disbursement, AID would make an 
automatic disbursement of up to approximately 15-20% of the 
total amount of the loan, distributed among all sub-implementing 
agencies. The exact breakdown of the amount of initial advance 
to be allocated to each specific sub-implementing agency is to 
be determined during negotiation of the Loan Agreement and will 
be indicated in the Loan Agreement. 

This initial advance is considered justified by the need 
to -nsure continuity and impetus of the plogram of Loan 514-L-063, 
rather than experiencing a time lag and possible disruption of 
program progress awaiting a final report on physical accomplish
men s pertaining to the last release of 514-L-063. With regard 
to subsequent disbursement requests under the loan, after the 
first advance, the language of the Loan Agre ment will provide, 
uS it did for the pr.evious loan, that disbursements vlill be con
tingent on demonstrated financial and physical progress toward 
loan targets and that GOC requests for such disbursements will 
be automatically honored when submitted with evidence of the 
required financial and physical progress toward loan targets. 
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SECTION V COVENANTS AND CONDITIONS 

In addition to the usual covenants and conditbns, the Sector Loan Committl>e 
recommends that the Loan Agreement contain the following: 

A. Conditions Precedent 

1. Prior to any disbursement under the loan: 

a. Borrower shall provide eviden,:e, satisfactory to AID, 
that the GOC has disbursed completely r..ll peso funds generated from 
Urban/Regional Sector Loan 5l4-L-063 to each Bub-implementing agency 
under that loan, unless AID otherwise agrees in writing. 

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

c. Borrower shall undertake a review of the procedures and 
institutional arrangements now in effect in connection with Urban/Regional 
Sector Loan 5l4-L-063, for oVf!rall management and coordination of the 
program, including the role and responsibility of the following institutions: 
Comite Politica Sectorial, NdNDES, and the DNP, and upon c;aicl review, 
the Borrower shall provide to AID, in writing, its conclusions as to tl-w 
management and coordination of the program, together with any n'("(Jlnmen-
dations considered appropriate, and indications of plans to effectuate such 
recommendations. 

d. Prior to any disbursement under the loan for usc by FFI 
or FFDU, the Borrower ahall furnish, or cause to he furnished, to AID, 
in form and Bubstance satisfactory to AID, agreem.ent!:l b~lween a 
suitable inatirudon or institutions and the Bank of the Repubii r ' setting 
forth the responsibility of thf partIes to the contracts for administration 
of funds to be transferred to the FFI and the FFDU under thio Agreement. 
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2. The above conditionE; precedent to disbursernent ,.... ill not 
apply to the initial advance in CY -1972 for use by INS FOPA L. (SC(~ Annex 
B, Exhibit 2, Section IV B.) However, prior to any di~ih'trsl~n'r:nl under th(~ 

loan in CY-1972, the Borrower will furnish evidenC(~ tl) APi that it has 
established a total 1972 appropriation in the invcHtml:nt burlgt'l for INSFOPAL 
of 213 million pesos. 

B. Covenants 

1. Borrower covenants that its contribution to the prograrn, as 
described in Annex I hereof, shall be provided in a tirrll·ly rnanner, and 
in a( ('ol'dance with thp provisions set forth therein. 

l. Borrower covenants that, during the ciisbun; •.'rn'·f1t pl'riod of 
thiH loan, it will undf'rtake a study of rCTI H leng-tern. flfianli,l] sit1lation, 
pa.rticularly in l"f~gard to leT decapllidization n:E:ultiIJg from :,\Ibsirlizatio/1 
of low-income housing and fronl I. [H.' l:ffer;t ()f inflation (,n its 1lJ 1Htgag(: 
portfolio, and will, on the basis of said study, take s:lch rIlr~aSllrr~fj as arr' 
n(~c('ssary for the r(;solulion of these financial fJrobJf~I'lg. 

UNCLASSIFIED
 



UNCLASSIFIED 

-36-

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 Ben'ower prior to 
any disbursement. 

USAID/Colombia will ensure that conditions precedent, the 
covenants contained in the Loan Agreemerlt, v.nd the procedutes required 
thereuruier are, in fact, being followed. USAID personnel will make' 
periodic inspections and reviews of the program, assisted by contract and 
AID/W personnel, if required. 

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

2. Loan ?V, onitoring 

Implem<:ntalion rctlponsibility for the proglam will bt~ under 
the prima ry control oi the Min i 8 t ry of Development. The p r irna ry re spon
sibility for fulfilling AID's part of the monitori.ng rests with USAID/Co]ornbia, 
assislpd !Jy AID/W personnel, as apprupriate. Disb\ll'sr'fnl'llt r,'qll('sts \vi11 
hI' reviC'wed by the USAlj)'s Urban/Regional Devel(ll'rtl('!ll, Capital Rvsollr, IS 

f)<:vl'!llpmpnt, and Contro]ll'r Divisions. Qualitative prugr,':;:: (If t}w progrilJl\ 

will bl' monitored by the USAID's Urban/f(cgional Deve]opmf'nt /)ivi~iun. 

3. Disbursement Plan 

Peso diHbul"s('r.H'nls uf this sec!or loan arv planner! 1:0 bl' 

eft (. ( t I' d 0 ve r a I 5 - rn 0 nth per i 0 d , beg i n rlin gin the 1] I ~ C (J I I r! ~; (, I ' \(' s t e r () f 

ll)'ll. However, to allow for Ilnforeflcen eventualitif~uJ thl' Loan !\grI'Cnll'nt 
will provide for a 2l-month disburb(~ment. period. We flOW t:sllrna.!I' that 
to start up the disburscrnentB of the 898.2 miiJion P('/w loan !lcograro, 
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to II SFOPAL 
approximately 40 million in Colombian pesos will be disbursed/following 
fulfillment of formal conditions precedent, with another 135 to 180 million 
peso equivalent being disbursed in January, 1973, when completion of 
disbursements under Loan 063 is currently anticipated. The balance of 
678 to 723 million in Colombian pesos is anticipated to be disbursed during 
the remainder of CY-1973. 

4. Disb'ur sement Procedure 8 

a. U. S. Dollar Costs - No U. S. dollar procurern nt is 
contemplated under the loan. 

b. Local Currency Costs (Colombian Pesos) 

(1) The Loan Agreement shall be denominated in U. S. 
dollars insofar as payments of interest and repayment of principal to the 
U. S. is concerned, but will clearly state that the U. S. dollars are being 
loaned for the purpose of converting them into Colombian pe os so as to 
satisfy stipulated peso needs of the sector program. The Agreement will 
also indicate the uses (or which the pesos are destined, the executing 
agencies which will be responsible for expending them, and the time period 
ave r which they arc to be spent. In conformity with this, the Agr men 
will pruvide that peso disbursements will be released to a given sub
implementing agency in concert with the program of the specifil'd entity 
and <,viden c of satisfactory progress. 

(2) Peso Generation Procedure - 'lh- oil' 'c;t onvcrsi n 
proc ·dure will be emp) led in accordan e with the foJJowing syat'f .: 

(al Except for the tnitial advan '8, Borrow wiH 
r quest disbursement {or the local urr ncy requir 'm('nts th an 
program in accordance with th terms and onditions f h_ Loan Agr 
ment by Bubmitting to AID su,:h supporting docum 'ota as th ion will 
pr scribe in Implementation Letters. 
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(b) In advance of disbursements, USAID / Colombia 

will obtain from the U. S. Tre~sury Deptrtment dollar checks in amounts 

approximately equivalent to the next anticipated disburso:'lIll'nt. When the 
disburscment request has been received by USAID/ColomlJia, tht' USAID/ 
Colombia Controller will convert, thl·ough the First National City Bank, the 

prepositioned dolla r checks to a Colombian pc sod raft payabh' to the coe 
central bank (Banco de la Republica), This peeo draft, in the exact amount 

of the disbursement, will then, on the Bame day, be lJ'ansmitted to the Banco 

de la Republica for deposit to the GOe 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 impletnention of the FY-1971 
sector loan series there were a nunlber of problems in n1aking the pesos 

generated under the above method available to the Bub-implementing agencies 
with a minimum of delay. This problnn has been thoroughly reviewed with 
the coe at "he very top levels and \lif~b'.lrBernent8 an: now moving with 

g rca t (' I' e ff i ci e n c y . I n add it: ion, til(' GO(" i B e x p lor i n g t h t· d e 8 irab il i t Y 0 f 
having its Treasury sel up a Beparate sub-account for receipt and disburse

ment of AID sector loan funds. This Hystern is expected to prl'vail during 
disburst'ment of this proposed loan ano should provide a lllt'chi.lnism wher(~hy 

there is a minimum dt'lay bet'.vc(·n AID disbursement and sub-aW'ncy receipt 

of fund ti. 

(b) At Bu,h tirne:·; as A[D rnay spc'cify in I1i1r1('mcnlatiol1 
Lctll'rs, the GOC sectol' central impJl'lli('nting agency shall provid p ('vid(~ll\l.' 

satisfactory to AID of receipt by it and by sub·-irnplenl"rlllOg agencies of 
1oa n - g (. nera ted p (' S 0 s f r () m t h p T r (' a s 'J r y 0 f the Rep \l b j i (" . UP 0 nrc c (' i P t 0 f 

pesos allocated to thl' GOC iTnpl('nl(~'lting ag?nCicll: the' funds '.'Jill JOSf' 

theil' Heparale idl'ntity and bt' merged with th", fllllJs of t!lnsc' '·ntitil's. 

(( I A t !-l U (h t i :'1 H' 13 d H t. ID In.il y s p e \. 1 Iy i n III IP I c' rn e 11 tat ion 
J.t.'ttf'rs, tlw sectol' inlplf'Ill<"nting agt'n,y :lj);tll fll~'ni:,h ,"'ir!(,Il' t· satisf.l.ctory 
to AID of tht' total budgetary flow of tIll' ("oTlunillgled pesu lllnds of tht' 

aeetor, anrl of f'aeh of lht' 8ectoral program/a up~raling ;J.gencil's, in 

accordance with the sectoral plan agreed upon in the Loan Agreement. 
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(d) The purchase and release ()f p{~sor; \" ill be on an 

advance basia, equivalent to the cRtimated needs of givf'rJ activitil'H for a 
mutually agreed period, to permit opportune applic.at.ion d resources. 

(e) Justification for advances, aftei' the initial 
ones, will be reports showing progress on overall n::ecution ()f th(~ flpccified 
activity, includ'ing evidence of disbursem~nt of c:or(lm~ngled funds reported 
in (el) above. 

(f) The timing of di8bursemr.nt will lw retle<..:ted by
 
sector needs and requirements, and Buell diaburRclnent 'Nill be appr.)ved
 
subject to (i) the GOC I 9 requests for ni1:lbnl"fieirnentfJ baHccl (In needs, and
 
(ii) USAID/Colombia's careful periodic review of these needs and ov<.rall
 
sector fiscal and qualitative perforrnanc(·.
 

5 . Procur e ITl e n t Pro c e d II r e r !'Jo dolla r fHOCU CC!"llent is con· 
templa ted unde r the loan. 

6, Small.J1U!!-i~~Nutificd.tion Not c:.pplicabJp to this loan in 
that no dolla.r procuren"lf~nt of goods or services is conternplated under the 
loa n. 

'i. Shipping and .!.!:..~~!-?-_~ce - Since no dollar F~o){lb ur ~1en'i('cs 

an' contemplated for procurement under the luan, the standd.rd clauses 

concerning shipping and inHurancc~ will not be incllJd(~d in Lhi' L()..in Agrcenll~ni. 

D. Evaluation 

The e va j 1.1 a t i () n 0 f t h i 8 P r () j (' et w il J \; (> C i.l r 1'i e d () 11 t t II r 'J\l g h tIll' (' S t a 

bliahrnent of prOCe8fl(~8 a.nd criteria. for evaluation ac'. cpta.h;,-, u, the GOC 
and lTSAID/Colombic.. The basic CUl1u'ptual froJili·'.J,,(jrk ,;[ th,· "v;duation 

will he developed in hnpl ementation !,etterH. 

It should be Iloted t}lat HlP. pr{)('I~f,H uf f.'J:.lJua.tloll ;,. I,'ll·\'i.:d as ,I 

joint reaponeibility. The bunJf'r:br (~'r'ryil1g r.lt Lhl: CIJ:1JU,,:!()11 ;;l.urJics 
following the agreed guidelin(,!:l l"CfJtl-:i with the cue, 'Nhi' I, will J'('pOJ'l to 
USAID/Colombia the rcsllltB of evaluiitinl1'J <J.l(.)rrling 10 ;HI agreed sc!wdu}c', 
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CHECKLIST OF STATUTORY CRITERIA 

(Alliance for Progress) 

The following abbreviations are used: 

FAA - Foreign Assistance Act of 1961, as amended. 

App. - Foreign Assistance and Related Agencies Appropriations Act, 1972. 

MMA - Merchant Marine Act of 1936, as amended, 

COUNTRY PERfORMANCE 

Progress Tgwurd§ Country Goa18 

1. FAA It 208; 8. 251(b). 

A. Describe extent to which country is: 

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

Colombia ia making appropriate efforts through its Office of 
Agricultural Planning, Institute of Agricultural Marketing, 
Institute for Development of Natural Renewable Resources, and 
the Colombian Agricul:ural InBtitutc. Thene efforts ure more 
fully described in Sections I and II of the tv 1972 Agriculture 
Sector Loan Paper. 

(2) Creating a favorable climate
 
;~r foreign and domestic private
 
enterprise and investment.
 

Colombia has traditionally created a hospit3ble climate for 
foreign and domestic private enterprise and investment. However, 
the rf:lcent ly announced common foreign 1.nvestment code of ':he 
Andean Group may have at least temporndly inhibited forei8n 
investors from investing in Colombia (See Supplem~nt '!'wo for 
a fuller treal~ent of thi9 problem). 
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(3) Increasing the public's role
 
in the developmental process.
 

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

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

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

b) Diverting such resources 
for unnece8sal~ military expenditure 
and intervention in affairs of other 
free and independent nations. (See 
Item No.16). 

It is considered that some expenditure for modernization of 
Coloabia'a armed forces in justifiable. 

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

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

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

(6) Making economic, social, and 
political reforms such 8S tax 
collection improvements and 
changes in land tenure arrangements, 
and making progress toward respect 
for the rule of law, freedom of 
expression and of the prese, and 
:ecognizing the importance of 
individual freedom, initiative, 
and private ent~rpriae. 
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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 
initiative and priva te enterprise. Individual freedom, freedom of 
press, speech and religion continue. 

(7) Adhering to the principles of
 
the Act of Bogot' and Charter of
 
Punta del Eflte.
 

ColombiQ is adhering to the principles of the Act of Bogot4 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 delTlllnd and ti.me deposits by mid-1967, upon their sale, 
and no Colombian national was to invest abroad without the prior 
approval of the Department of Pl..anning. During 1967 it is estimated 
that up to ~SO million WHO repatriated. No data are available for 
later periodo. 

(9) Otherwisf' responding to the vital
 
economic:, political, and social
 
conc~rnB of ito people, and demonstrating
 
a clear determination to take effective
 
self-help mea8ure~.
 

The GOC 19 urdertaking 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?
 

Yea. 

Treatment Qf U,S, ~~t1!zenq 

2.	 f6A 8. §ZQ(c}, If uHslatance fA 
to government, in the Rovcrnment 
liable as debtor or uncondltion;11 
guarantor on sPy d!~ht to il U.S. 
citizen for goods or Ilcl:"Vicell 
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furnished or ordered where (a)
 
such citizen has exhausted
 
available legal r.emedies and
 
(b) debt is not denied or
 
contested?
 

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

3.	 fAA It 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 
seizing-ownership or control of 
property of U.s. cltizens or 
entities bfmefidally owned by 
them without taking Bteps to 
diGcharge ita obligations 
tOUQt'd such citizens or entities? 

No	 such action is known to have been taken. 

4.	 ~\A s, 62Q(Q}. F!&h~rmen'9 Protective 
~ If country has seized, or 
imposed any penalty or aunction against, 
any u.s. fishing vessel on account of 
its fishing activities in international waters. 

There is no evidence to indicate that the GOC has so acted against 
any U.s. fishing veGsel. ~,o fishing vessels were dctained in 1969 
1n the. area of QuitEHiuef'lo Bank and Serrana Cay, areas which are claimed 
both by the U.s. and Colombia. The fact that the area is in dispute 
was recognited by a U.S.-Col~~bian treaty siRDed in 1928. The deten
tionu 'Wert~ in (~rror, admi tted by the Colombian Governmcnt, and the 
vessels were released without fine. 

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

N.A. 

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

N.A. 
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RelatiQns with U,S, Goyernment and Qther 
NAtions 

5.	 FAA I. 620(dL If assistance is for 
any productive enterprise which will 
compete i~ 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 201. 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. 

6.	 FAA S, ~?Q( 1), Has the country 
permitted, or failed to take 
adequate measures to prevent, the 
damagG or destnlction by mob action, 
of U.S. property? 

Colombia is taking adequate measures to prevent the damage or
 
deatruction by mob action of U.s. property.
 

7.	 fAA s, 620( 1) , If the country has 
failed to institute the investment 
guaranty program for the specific 
risks of expropriation, in con
vertibility or confiscation, has the 
AID administration within the past 
year considered denying assistance to 
such government for this reason? 

The	 GOC signed an inveBtrn~nt guaranty bilateral agreement in 1963, 
and	 haR cooperaterl iT' implementing the guaranty program '.:0 date. 
However, the agrf'~ment hEt& not been ratified by the Colombian 
Congrel'1it. For chiB rClillon, the "Administrator' B Determination" 
under Which the program han operated waR not renewed upon its 
oxpiration on December 3), 1970. OPIC curcently is 9tudying the 
question of whether to continue the program in Colombia. Pending 
this lltudy, the His6ion recommends against denying assistance. 
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FAA I. 62Q(~. 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 I, 620(t). Has the country 
severed diplomatic relations with 
U.S.? If so, have they been resumed 
and ~ve new bilateral assistance 
agreements been negotiated and entered 
into since such resumption? 

Colombia has not severed diplomatic re1atioDS with the United States. 

FAA 8. 62Q(~ What 18 the payment 
status of the country'Q U.N. 
ob1igationa1 If th~ country is in 
arrears) were such arrearage taken 
into ~ccount by the A!D Administrator 
in determin1.lig the curr~nt AID 
Operating Ye£r Budget? 

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

~\a P.. 620JiL~ Doe5 recipient country 
furnieh a&siatance to Cuba, or fail to 
take appropriate steps to prevent ships 
or aircraft under ita flag to carry 
cargoea to or from Cubal 

Cclomb1a dOlHI ilOt furnish assistance to the present Government of 
Cuba. Colo\nbil~ has taken appropriate steps to prevent shipe or 
a:l.rcrnft under its regiatry from engaging in ~ny Cuban trade. 

FAA n. 62Q(b}, If e.sGilltance is to a 
government, haa Secretary of State 
determin5d that it i8 not controlled 
by the international COVImunist movement? 

The Secretary of State haa determined th~t Colombia 1s not controlled 
by the international Communist movement. 
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13.	 FAA B, b20(f), Is recipient country 
a Communist country? 

No. 

14.	 FAA I. 620(11, Is recipient country 
in any way involved in (a) subversion 
of, or military 4ggre6aion against, the 
u.s. or any country receiving U.S.
 
a88iQtance, or (b) the planning of 8uch
 
subversion or aggression?
 

No. 

15.	 FAA I. 620(0), Does recipient country 
furnish goods to North Vietnam or permit 
ships or nircr~ft under ita flag to carry 
cargoes to or from Horth Vietnam? 

To the beRt of our knO".J1edge, no Colombian ships or aircraft trade 
wi.th l~ortil Vietn,'lllJ. 

",1(.	 :;IJ.. ).' r .. ,. :fl,~(' .' t.:.· i.~trj(·/)---_._-
M,lll~xv EAv~nd1tur~p_ 

16.	 FAA 6. 6?:.9ill. What percMt .. ~e of 
country bucleet in for military 
oxpenditur~n7 Haw much of for~ign 

exchdnge ieaOUrC~& Bpent on military 
(~quipmenl? Haw tauch spent for the 
?urchase of ~ophiaticated weapons 
syntam7 (C0nnirlerullon nf these 
~olntR tn be coordin&tcd with 
PPC/MAS.) 

a) MllitarJ E:v:rlencliru,((~!3 a~l percent of total budget: in CY 1971 
10 ./~ percl!O t of a ppropri&. ted funds. In CY 1972 11.1 percent of 
app roved ~:,udgf:l. 

b) For6ign Exchange EA.p~nJ1tureB for Military Equipment: In GY 
1971	 the GOC hllF~l.Jrn(!d corntullrnents for foreign exchange expenditures 
of U5$Yl mililon. Given tnB~ mOAt of the acquisitions are being 
fine.nced with cr~d1t over 8 to 10 yeArn, ac.tual appropriations for 
foreign exch~nRe expenditures in 1971 were U5$9 million. In 1972 
new commitment:1 e.re not. expectr-d to ~xceed U5$10 milli.on, while 
the 1972 buC;3et pl:ov1.dE'~ for llctusl foreign exchl.!1~e expenditures 
of U8$16 mi11inn. 

lINCLAS SHIED 
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c) Foreign Exchange Expenditures for Sophisticated Weapons: Of the 
foreign exchange totals above, the fr,llowing are the amounts related 
to purchase of sophisticated weapons, i.e., Mirage jets; 1971-commit
mente of US$41 million and actual expenditures of US$8 million; 1972
anticipate no new cOfamitments and estimated ac~ual expenditures of 
US$8 million • 

.cONDITIONS OF THR WAN 

~eral Soundne'Q 

17.	 W s. ZQl<d), Information and 
conclusion on reasonableness and 
legality (under laws of cmlntry and 
U.S.) of lending and rslending tenns 
of the loan. 

The tcrmA of the proposed loan are consistent with the laws of 
Colombia and the United States and are not excessive or unreasonable 
fur the BOl'rOHer. 

18.	 fM Sf 2Sl(b)<ll.;,.,a. 251(e). 
Inforn~tion and conclusion on 
&ctivity'H economic and technical 
Boun.dn~ss. If 10<,.1\ i3 not made pursuant 
to a multileteral plan, and the amount 
of the loan Clcc.:ccdB $100 ,000, has country 
subreitt~d to AID an applic8tion for 
Buch flmda together wi th assurances to 
indicate that funda will be used in an 
econolldca lly and technica 11., Bound 
manner? 

The projecti3 economically and techn:cally sound. (See Part II of 
the Loan Paper). The Goe has submitted an application for the 
propoG~d loon llnd th~ Mission hll3 been provided sufficient information 
and assurances to indicate reasonably that the funds will be used in 
an ecotlomicBlly and tClchnically sound manner. 

19.	 FAA B. 2.5l{b)..r. Information and 
conclusion on capacity of the 
country r.o r~pay the loan, 
including reasonableness of 
repayment prospects. 

The terms of t.he proposed loan are such that there are reasonable 
prospects far its repayment. (Section IV D.4). 

UNCu\SSIFIED 
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FAA 8. 611(a)(1). Prior to sfgning
 
of loan, will there be:
 

a) Engineering} financial, and
 
other plans necessary to carry
 
out the assistance?
 

This loan finances part of the GOC program in the Urban Regional 
Sector. To the extent engineering plavs were required to develop 
the program, they have been carried out. With respect to financial 
planning, the total cost of the program is based on an analysis 
of quantitative demand and absorptive ca)acity of the Urban Regional 
Sector (see Sections II and IV). Organi~1tional plans are set 
forth in Section I. Preliminary implement.,tion plans for the loan 
are contained in Sections II and VI of this loan paper. 

b) A reasonab.y firm estimate
 
of the os to the U.S. of the
 
assistance?
 

A reasonably firm estimate of the cost of the program is set forth 
in Sections II and IV. 

21.	 FAA 8. 611(a)(2). If further 
legislative action is required 
within recipient country, what is 
basis for reasonable expectation that 
such action will be completed in t~ae 

to permit orderly accomplishment of 
purposes of loan? 

No further legislation is required except for the yearly Budget 
Law which ia normally approved by the end of each CY. Based upon 
past performance, there are reasonable expectations that the 
necessary Budget Laws will be enacted and that the law or amendments 
thereto will contein tile amounts scheduled to be contributed by 
the GOC. 

22.	 FAA 8. 611(e). If loan is for capital 
assistance, and all U.S. assistance to 
project now exceeds $1 million, has ltission 
Director cert1fied the country's capability 
effect~vely to maintain ond utilize the project? 

Yes. See Director's Certificate in this Annex. 

lIl'lC LJ\SSIFIED 
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23.	 FAA~. 251(b), Information and 
conclusion on availability of financing 
from other free-world sources, including 
private sources within the United States. 

The Mission understands that the lOB, lBRD and Eximbank have 
expressed no interest in financing this program. The lOB 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. 

Loan'e Relationship to Achievement 
of C}untry and Regional Goals 

24.	 FAA S. 207; S. 251(al. Extent 
to which assistance reflects 
appropriate emphasis on: 

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

A large portion of the loan wi]l be devoted to helping small 
business through FFI, obtain and productively utilize credit, 
and to provide hune ownership opportunities for low income 
families through IC'l' 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 lOll n \-;ill be lIsed to train manpower for Colombia, 
through the sub.... implementing agencies and the l1inistry of 
Development. 

d) Programs des1.gnu,j to meet the country's 
health needs; 

The expanBion and improvement of water and se\lerage facilities in 
urban aress will assist in Taising the general level of health. 

UNCLASSIFIED 
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e) Other important areas of
 
economic, political, and 80cial
 
developme~t, including industry;
 
free labor unions, cooperatives,
 
and voluntary ageDCieI; transportation
 
and communicationl planning and public
 
administration; urban development; and
 
modernization of existing laws.
 

It is anticipated that the loan will contribute to the economic 
development of the country by assisting in the upgrading of techno log • 
availability of credit, and increased productivity of the small induBtry 
sector; moreover a portion of loan funds will be used to provide training 
in the areas of urban planning and public administration; and lastly, a 
significant portion of the loan will be dedicated to the urban develop
ment of medium sized citiea in Colombia. 

25.	 FAA S. 209. Is .project susceptible 
of execution as part of the regionnl 
projeot? If 10, why io project not 
10 executed? 

The propoled loan project is not susceptible of execution as part of 
a regional project. 

26.	 FAA,. 25l<b)(Jl. InformaHon and 
conclusion on activity's re14t10n~ 

ship to, and conuistency with, 
othar development activities. and 
ita contribution to realizable 
long-range objectives. 

The loan will contribute to realizable long-range objectives by 
encouraging tne GOC to t&~e pIa ning and administrative measures which 
will improve ita action in the urban-regional sector, to provide 
incentives for the ~nveotment of private capital in that sector, and 
to increase the GOC investment in that sector The loan program is 
consintent 'ofith the plans of the IBRD and the intention of the ?>1ission 
to support urb n-regional investment 

;ri.	 fAA 8. 251(b)(Z)L Information 
and concluoion on whether or not 
the act1vity to be financed will 
contribute to the A h1evemcnt of 
self-sustaining growth. 

See comment under I om 26. 

in future years. 

UNCI.J\SSIPlED 
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28.	 FAA I. 281(a)£ Deacrlbe extent 
to which the loan will contribute 
to the objective of aUGuring 
maximum participation in the tnnk 
of economic development on the p~rt 

of the people of the t::ountry, through 
th~ encourag~ment of de~ocratic) 

private, and local governmental
 
in.titutions.
 

The use of pesos generated by the loan to aaalst in infrastru~ture 

improvement, induotrial credit, and decent~al~~tion of planning 
functions of the GOC will further fOBt~r participation in development 
by the people, and contr:l.butc to the encourag-elll~nt of local govern
mental institutiono. 

29.	 FAA I. 281ill l!cacrib~ extent to 
which program rec0gniL~o the 
particuln~ neada, de8ireu, and 
capacities of thQ people of the 
country; uti 1izo:n (bc COUlll: ry 1 8 

intell~ctual Lc~ourcea to encvurag~ 

instItutional dcveJop~~nt; and 
lJupporta civic adu',;l'. rio!l and 
training in nk1l11' !·':;'i;J~.rcd for 
effective participation 1" 
governmontal L\nd poliLicJ:ll proceasea 
osoantial to nelf-Ho~~rruDont. 

Improvement 0i urb~~ UTCUS ~"d decentralization of planning functions 
16 Indi3pen:;cbl'3 tJl thF. future \l~ll-being of Colombia. Part One of 
thl.9 pl.l.per LlT,d StlppJ,~~iJ,,·.i: Oile:: Ut"ban/Regional Sector Analysis 
describe in full th{·. need lor ;'.n enhanced urhan improvement program, 
and the expected b,~;H;;£il!j thercfrorll. /.8 also described i'"l Part Two 
of the pel.per u. po;~t .1.-.111 (IJ lO1l1l fundg will be used to train local 
level publ.ic adL.1illial.rlllOl"fj tilen:i>y encouraginR 1notitutional 
developmt:nt. 

30.	 tAil B•.. J!.9.li!Ll.!. Juf,Jnr...-!tion 
And c()~\(:h"8iC'Jn \'/hethcr 
l~n 1,,111 encoun{>j<: ,,[{'c'rte 
or the country to: 

a) lncrelltle tho flO"", of
 
Internationa 1 t rddc;
 

UNCLASSIFIED 
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The Loan will increase thc flow of internationnl trEJdf: by lll.flking free 
dollars available to the GOC with which it can c~ntinue a 8uGJtantial 
importation of' nec~88ory goods. The Palance of Payments section of 
the macro-economjc ooo1yai8, Supplement Two, discu13seel these considera
tions in full. 

b) Foster privute
 
initiative and competition;
 

The loan will footer private initiative and competition by making 
poaaible the continued importation of goods needed to strengthen 
the private sector's proc..uctivity, and by 8upporting the GOC's 
develoltnent plano \lhlch contain many meflBures designed to atimuJ.ate 
private initiative, eapeclally in the intermediate cities. 

c) Encourage dCV(~.l.0Jlinen(;
 

and U1JC c.:1' coopcrBtivea , credit
 
unlon8, and nnvings flnel loan
 
116 aoc in t iO:lG;
 

11. A• 

d.) Dil3CO\ll'l1ge 
monopol~Btlc pr~c~jce6; 

Thr~ loan wlJ~ clhlcournge monopolisti':: practices by providing credit 
to :niil1J" small u'_winc6smen the:-eby providing more effective competition. 

e) ImprOVE: te~hnj f~ul ef~' tcietl'~y
 

of ir:duatrj') liv,;'jr'ultUrf:, Fwd
 
CO'lDmercp.;
 

The lonn i" -l':ole,rJ':d ) ~n part, to improve the ter.:hr _cal effie iency 
of BmLllJ. bU8ini:d!Jl,~C:l, .J} providing credit for techn1cI11 ossistance. 

f) ~~1, ,enGh/~n t'nw
 
labor unions.
 

31.	 FAA 0. 612' If atJfl1ritanr~l: 
10 for nowly 1nd fjIJenr.l(:nt COilJltry, 
is it f'unl1l1ho rl thr(~llgh 

multilaternl Ol'gIWiZHticJ!1H (J!" 

plana to the mn.:dlnum f::xt/:nt 
uwroprll.lto'{ 

UNCLASSIFIED 
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'2.	 FAA I. 2 1 h. Information 
an cone us on on whether the 
activity is con8iot~nt with the 
findings and recommendations of the 
Alliance for Progresij in its annual 
review of national development 
activities. 

The proposed loan i8 consistent therewith. (See Section III E). 

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

N.A. 

,4.	 FAA o. 209L.!. 751 (b) (8). 
Infol""Ulation aM. canclu.a1on 
whether assistance will 
encourage regional development 
programs, and contribute to 
the economic nnd 11011ticaJ. 
integration of I:E.tin Amerl(~ll. 

The loon haa nn ell '·~ct bearing on achieving economic and politi 
cal integrlltJ. on in Latin America. 

35.	 FAIl 8. 251 (tJ) (lUi-.il. 102 
Information a.rul (~on(;J.uaion on 
p038ible effects of loon on 
U.S. economy, witll upaciuJ.
 
reference to areaa af oub

atantj,o.l labor eUl'pluR, nnd
 
extent to wh:l.ch !J. S. cammodities
 
and aauistwlCP. are furnished 1n
 
a manner conlJiatcnt with improving
 
the U.S. baJ...unce of payments
 

IB1tion. 

The Mission does not contemplute any adverse effect on the U.S. 
economy. (See Section III B). 

UNCLASSIFIED
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36.	 FAA I. 6Ql(p)L Information 
aDd concluaion on how the loan 
viII encourage U.S. private tr&de 
and lnv60tment ahroad and hew 
it will encour~8~ ~rivate U.S. 
participsttou 1f, foreign 
assistauce progrnm~ (!~clud1ng 

use of priv~te tr~de channeln 
and the se!vtce8 of U.S. pTivA~6 

enterpr1sQ). 

It 19	 &nt1cip~ted that & RubDtnnt!al number of ~h~ d~::~re exp~nded 

und0T	 thio lonn to ~lrcha9o local ~urrency w~ll re~urn to the U.S. 
in p&ym~mt for lI.S. l'::pcrtil to SC:"ombia. 

37.	 fAA a1 RQ.1L~JI;. If G 

c~pital project, nTC eng!~~orlng 

Itnd p: ();; IJ :.Hl :l OH<\1; '·:n:v 1. c (lfj 0 f U. S • 
rimej	 lInd t:\", ir J. f £J H!.l '(1~D u:J<;d to 
tUG il:JoXi:;fUl:. '...':>{·~!Jl,t con(ils~e\1t with 
the n~tionu~ 1ntar"et~ 

Ho f.rocur"~16nt .)1' t~n~i(,cc·cink or profeosior..al service& 18 
cCJntcllplutort ul\(il.\r the 10.)..1. 

38. .f.AL~.Q3.;;. .~Il f (Jl;-,.1!~ t ion 
IU>.d conclll:\~J:1 .It ;!l;:hor. n,s. 
CJ\Mtll bua~.r'i;1l9 p~,rticipil.te,,,,q: 
equ1t~bly in th~ furniJhing of 
[joexl:,l 'tl'd r, '1.'. ·,,·d. r:. ~!! f t n~ r.c "J (l 

th~ Loan. 

39.	 ff.h\_r'.t__ftf~~l)~!." :.d! I ~h~ 
l'~i':l p·l'Gl:10~(;: n:· ;lfln1.ut th~ 

forQign ~id prol~cta ar 
uctlvit:;!,~t1 i)( th3 l»"ITT•. lnic:
Dlock	 ,~o~ntri~o? 

no. 

40.	 WL~~~.iu. I.E ~(:chn::ca. J. 
~681GtDnc~ iij fl~unce1 by the loan, 
infort!lQ t 1(.'1\ c utJ co ,1C lu.; io r.,~he ther 
auch aoniat~ncG uilt be fur~ish~d 

co the tull~3t (:·,'J,;·'.C prli.;t!cllbl~ aa 
Boode cnd pro[bLtiio"al and other 
Sctvicila from pd,:;.r~ ~nterpri0e on 

U~'lCUSSIFlED 
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a contract basis. If the facilities
 
of other Federal agencies will be
 
utilized, information and concl~sion
 

on whether they are particularly
 
8uiteble, are not competitive with
 
private enterprise, ana can De made
 
available without undue interference
 
with domestic programs.
 

No technical as~i8tance will be 

41.	 FAA I. 252(a). Total 
.mount of money under loan 
which is going directly to 
private enterprise, 1. going 
to intermediate credit 
institutions or other borrowers 
for use by private enterprise, 
is being used to finance imports 
from private sources, or is 
otherwise being used to finance 
procurements from private sources. 

None of the funds made available under the loan will go directly to 
private enterprise. The loan will be disbursed directly to the 
government, whose agencies, including intermediate credit institut1~~, 

in turn will supply funds to large numbers of irldividual small borrowers 
in the private sector, who will procure from private sources. 

Loan '8 Compliaqce with Specific Requirements 

42.	 ~, 20l(d). Is interest 
rate of loan at lealt 2h per 
annum during grace period and 
at least 32 per annum thereafter? 

Yes. 

43.	 fAA I. 606~@), Information 
on measures to be taken to 
utilize U.S. Government excess 
personal property in 11~u of 
the procurement of new items. 

N.A. No dollar procurement of property will be made from loan funds. 

UNClASSIFIED 
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44.	 FAA'. 604(,). Will all
 
commodity procurement financed
 
under the loan be from U.S.
 
except as otherwise dete~ined
 

by the President?
 

No dollar commodity procurement will be made 

45.	 lAA I~ tQ4(bl. What
 
provision is made to prevent
 
financing commodity procurement
 
1n bulk at prices higher than
 
adjuBted U.S. market price?
 

N.A. 

46.	 PM I. 6Q4(c;j), If the
 
host country discriminates
 
ageinst U.S. mArine insurance
 
companies, will loan agreement
 
require that marine insurance
 
be placed In the U.S. on
 
commodities financed by the loan?
 

N.A. 

47.	 !AA I, 694'e). If off-shore 
procur~.nt of agricultural 
commodity or product is to be 
fiMliced J is there provision 
agai st Buch procurement when 
th. dome~tic pr1c f 8uch 
commodity 18 1 os than pzArity? 

N.A. 

48.	 FM .6. HUb), APD' 8. 101. 
If 10«n finances watec or water
related land resource onstruction 
pr ject or progam, is there a 
benefit-coat computation made, 
insofar ns pr cticable, in 
accordance with the procedures 
ftct forth in tho Memorandum of 
tho President da d }illY 15, 19627 

N.A. 

UNCl.ASSIFIED 
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49.	 FAA ,. 61l(c). If contracts
 
for construction are to be
 
financed. what provision will
 
be made that they be let on a
 
competitive basis to maximum
 
extent practicable?
 

Colombian law so requires. 

50.	 FAA II 62~ What
 
provilioD is there against
 
ule of. lubject alli.tance to
 
comrten.ate owner. for expropriated
 
or ~tion&lized property'
 

The loan agreement will not permit such use. 

51.	 FAA ,. 612(b)i I, 636(h). 
Describe Bteps taken to assure 
that. to the maximum extent 
possible. the country is 
contibuting local currencies 
to meet the cost of contractual 
and other services. and foreign 
curre~cies owned by th~ U.S. are 
utilized to meet the cost of 
contractual and other services. 

'rhe GOC is financing the major portion of the cost of the program 
for which thi8 loan is ~de; this financing includes the cost of 
contrActing and other serY~ces. No U.S.-owned foreign excess 
curr~ncy is uvailable for these purposes. 

52.	 l6A I. 104. Will any 
loan funds be used to pay 
penoions. etc., for military 
personnel? 

No. 

53.	 FAA I, 106. If loan is 
for capital project. is 
there provision for. AID 
approval of all contractors 
And contract termS? 

UNCLASSIFIED
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The loan is being made to the GOC which will in turn supply funds to 
vArious go,ernmental agencies for redistribution in the urban regional 

contracting procedures and criteria for selection of 
ot these governmental agencies are approved by AID. 

54.	 FAA I. 108, Will any loan 
funds be used to pay U.N. 
4eaeument81 

No. 

55.	 FAA I, 102. Compliance 
with regul~tion8 on employment 
of U.S. and local personnel for 
funds obligated after April 30, 
1964 (Regulation 7). 

N.A. 

56.	 FAA I, 6J6(i~ Will any loan 
funds be u8~d to finance purchase, 
long-term lease, or exchange of 
motor vehicles manufactured outside 
the U.S., or any guaranty of such 
transaction? 

No motor vehicles are to be obtained 

57.	 App. I. 491. Will any 10an 
funds be used f.or publicity or 
propaganda purpoaen uithin I1.S. 
not authorized by he Congress? 

No. 

58.	 FAA , 6Z0(K2. If construction of 

nder the loan. 

productive ~nterprise, will aggregate 
value of assistance to be furnished 
exceed $100 million? 

N.A. 

59.	 fAA I, 9l2(d}. Doea the U.S. own excess 
forei~n currency, and 1f 80, what 
arrangements have been made for ita 
dlease? 

No. 

UNCLASSIFIED 
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60.	 FAA 8. 901 (b). Crnplianoe with require
rrent that at least fifty percent of the 
gross tamage of cx:mrodities (CXXlputed 
separately for d.-y bulk carriE'!rs, dI:y 
~ liners, and tankers) financed with 
fundS made available under this loan 
shall be transported 00 privately-amed 
U.S. flag cx:mrercial vessels to the
 
extent that such vessels are available
 
at fair and reasonable rates.
 

N.A. No cbllar cx:mtDdities will be funded by the loan. 

l5a.	 FAA ~ 481. Has the governrrent of recipient countIy failed 
to take adequate ~'teps to prevent narcotic drugs and other 
controlled substan<..'eS (as defined by the Conprehensive DIUg 
Abuse Prevention and COntrol Act of 1970) produced or process
ed, in whole or in part, in sud\ countIy, or transported 
through s\.ld1 country, fran being sold illegally within the 
jurisdictioo of soch country to u. S. G::>vernrI'ent personnel or 
their dependents, 'lir from entering the U.S. lbnlawfully? 

There is a narcotics interdiction awareness generally in 
Colombia, especially at the highest levels of the Govern
rrent. 'l11ere is kncMledge and appreciation of the inportance 
of im:emational cooperation in aC'CX:(l'plishing the neasures 
necessary to help solve this problem. In the past nine or 
ten m::nths, the Cbvemrrent of Colarbia has taken a nurrber 
of steps 'vhidl have i..rrproved its narcotics interdiction 
capability. Arrests in Colorrbia have been ste~ up 
sharply. The GOC has <Dltinued to oooperate closely with 
U. S. operational agencies in interdicting drug flON. lhere 
is an irrproved Colarbian narcotics control structure, 
particularly in the National Police and in the Office of the 
Procuraror General (Attorney General's Office). The ~part
rreut of Administrative security (D7\S) is seeking to effect 
I1'ajor inprovenents in its interdiction capability. There 
are also new indications that the Colcrrbian Olstoms service 
is disposed to becare IlDI"e active in this regard than in 
the past. Cooperative efforts are being stepped up; the 
Cbvernrrent of Colorrbia is clearly interested in further 
inproverrents. 

UNCI.J\SSIFIED 
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CERTIFICATION PURSUANT TO SECTION 611 (e) OF '.1.ftE FOREIGN 
ASSISTANCE ACT OF 196rA'SAMENf)Eb --

SUBJECT: COLQM][A - Capital Assistance - Urban/Regional Secto~ Loan 

Having taken into account, among other things, th ma.in em nee and 
utilization of projects in Colombia previoUBly f'inan.cl!d or aBaisted 
by the Un1'b~d states, I certify J.;.ha'li in my j'l.l.df}1!.ent Colombia 008 the 
financial capability and the human re:SQVXCEm to maintain and utilize 
effectively the ~ropoeed Urbaq/Regiolal Seo~or I~an. 

This judgment is be. ad pr.1DJar1!-y on t acta dtl eloped itL the Capital 
A8siatance Paper tor tll<& propo ed 10 n of $3707 milion, AnI.DoTs 
analyu18 and e~luat10n o~ the Co omb1Bn Urban/R~bional Seutor contained 
in the document ont1tlu(L flU 'ban,!RElg1oi:U:lJ. Sector Ana].yais", and t}:le 
ll18nner 1n l1h1ch the f'irrJt U ban/Regional. sec'" Loall 1. being utilized 
by the Governm~ut of Oolombia and. t e var1 ga~ rnmentul agenai~B 
which presently al'e ilIl;plement1ng that lean. 

A ''''1') ,
~.rl1/~~-.. 
_,_... __I •• 

M.9.rvin Weissman 
!tlae on Director 

May 24 p 1972 
-- Da-te--'--_.---

UNC!.ABSIFlE 
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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 rep0i'"t 
on Loan S14··L-063, included in the request for disbursement received from 
the Comite de Credito Sectorial, dated May 12, 1972. In general, the Annex 
folloWH the format agree~ upon with the GOe for periodic reports, which waf> 
incorporatt:d into Implementation Letter No.5, dated December 6, 1971, 
and is constructed on a sub-implementing agency basiB, showing fe... each: 
(1) financial data, and (2) status of program accomplishments. 

UNCLASSIFIED
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TABU I, YlJlAlJClAi. :U:.. DATA - lCT lJm1bit I Page 2 or ~ 

(coo~ 

CY - 1971	 CY-1m 
(1)	 (2) (J) (4) (5) (6) (7) (8) 

Ee:lerTe:l .lCd.Antle. 
Eatabli :!!bed Bel_sea Releasea Antle.ReI. Tetal He1. Be..~ 

Bel_tied Actual for 1-::r72 to date thru 6/]0/72 rcr 1m Per Loan 
?rograJ::llled Rc1ea;;es Dlab=~nt 5/22-6/]()/72 1bJ.tz2 4-"~ AgreE9rnt 

A.	 Sector LoaD I:iSbur"Sl':z:eDts to 1/
t'reasu-y !I )6,000 36,000 174,l:IJC. 24,400 199,CXXl 199,000 

(18002) (l8C2) (B275) (1l5~) ~94.Jl) (94n) 

B.	 D1s!lu=-~ts to agency by tnl8sury 
!J 

Sec:or LoaD 36,000 36,000 36,OCO 174,600 24,.400 235,000 199,000 
liD :;Ounterpu-t. 89,958 89,958 - !II 
GOC	 BullDurces 000 

36,axJ 132,000
 
ust Bquivaleat. (1,002) (6,256)
 
~ 

c.	 Prograa ~itares Jbpendi tures ~1.tUI"'B1I £x?cnd 1.t.urea Expen.lntic Sxpea.1DUc Tot.a.1 tow. 
ea-Jngled Funds y Prog~--d Inyurred l/1(12-J!Jl/72 6Dq/72 7/l-12/1l/72 A!!!.k.. Progr d 

1) P'tmdD de Bedes 1:X>,CXXl 62,5(X) 21,500 59,900 4S,'700 127,100 22S,ooo 
2) "'JoraJdento de ViTieDda~ 6,000 1,000 2,500 2,500 7,000 
3) So1ucioaes Mlat-as 247,000 106,500 Zl,fDJ 85,100 91,200 203,900 m,ooo
4) ViTieoda De-n-ollo ProgresiV'O 268,900 45,?OO 150,000 lCJj,2IlO 390,900 
5) Lotea COD MtT1elos 1,2G} lO,OJO 2J,tllO 35,000 
6) Bl!Ib11itaclon :!e Barrios 69.000 tn,ooo 

TOTAL 452,000 438,900 96,000 J05,OOO 358,.400 7iJ,/,id/ 626,000 
ust Equlva1eot (22,623) (21,(67) U•• 550) (l4,455) (16,986) (35,991) (29,668) 

!I	 this is II project.ed li«ure as or the last ICT dl~t. request. For purposes or other cal.cul.at.ioDs 111 thls CAP a mn-e COIl88!'YlltiYII 
eni_toe or 1655 .ulioa Zlc:b _s tbe total p~ tor 197.2 in the LoaD agr-t . bas bee:1 utw-l. 

Y	 hogl-.i figures Ilbowa corre~ to the CAP da!1D.lt.ion ~ the Barrios Javeaes prognm. bpsvtJtura,f'1gurea correllPCDd to • redatiDit.1aD of' 
this pf'OC!"IIIl llhlch is deeeribed in the aarTIlt.1ve \ltdd1 follous. 

JI Aa or 5/22/72 
!J As or J/Jl/72 

bcbaDge .tel Col $19.98 =t:SIl.OO Cor 1971 an::! Col $21.10 = USIl.oo for 1972. 
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INSTITUTO DE CHEDI'I'O 'l'EHRI'l'OIUAL (IC'f) 

A. Financial Targets 

Due to scr.iou"· eli fficultie~; 'llcounterecl by the BCH 
dllring CY-1971 (see discussion in Ch~pter 8 of Sector Analysis 
Pa~cr), the leT suffered a major shortfall in its CY-197! over
all investment level. A lo~n it believed would be forthcoming 
from the Bell, agreed to oriC)inally by both parties, did not 
materialize. CompoundillCj Jerr's difficulties, t.he BCH's persistent 
financial problems (despit continued attention from GOC authori
lies) makes it rno£:t Ul J i.kc:ly th~t u projected 1972 loan to lc'r 
wi] 1 materinlizc. 

The rC1', cons qucntly, has lowered its total invest
IIll'nt targets jn 1972 frarll 1,573 million pesos to a currently 
projected ~unge E 1,245 to 1,505 million pesos. The Mission, 
in view of t h" 1f:'I" s recen t financial history, considers the 
lower 1972 plie'jection to be more prudent. In either case, 
JeT's projected invcstm~nt in 1972 is planned to be far above 
the levels achieved j.n uny J.->r 'cc:ding year (see Table below). 

13. IC'r's Adjustment to l"inancial Situation 

As the current financial situation began to become 
clear, the GOC approached tl r'1ission pointing out that the 
lInin thrust of the Loan Agreement was to have leT increase and 
reorient its investments toward low-income projects, and that 
1e'1' was prepared to live up to this commitment withi.n available 
resources. Specifically to offset partially inevit~ble short
f~lls in planned targets, th0Y proposed to increase the amounts 
programmm d for the Desarrollo Progrtlsivo (VDP) program (where 
Jl'o there \ere fewer operational problems to surmount than 
with the Fondo de Redcs or Soluciones Minimas), and to incorporat 
thi.s lJrogram into thE' target: amouni:s, when?lt should have 1 een 
in.itially in terms of estabJi hing low-income hou3ing targets. 

The' Iolll1will I t.Jblc ':ihows the shift in invE.stment 
(·(Jl1\po.;it:j( II (. filII .1V, i lablc' 1('1' resources: 

UN '/'I\~SIF If,:n 
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(millions of[ pesos) 

(1. ) (2 )	 (3) 
Total! Investment in (~) as 

Investment Low-Income Projects Percentagp. of (I) 

.l9£J8 395 133 33.7
 
] l) G9 399 103 25.8
 
1')70 648 130 20.1
 
I (\ 7 1 751 439 58.5
 
I q ,.:~ 1 ,24 ~ 655	 52.6 

In tenllS of tl1(' lo,,'-income progrulll now considered
 
J ilJ Iy fot· ]CJ7?, ;)ncl th actu ..J1 1971 results, targets become:
 

(mi] J.j uns of pesos) 

Original Targets Revised Tarset~ 

CY-1971 CY 1972 CY 1971 CY-197~ 

l.	 F' 130.0 225.0 62.5 118.f:
 
2 I".. Jl1'11\ *	 6.0 7.0 1.0 . -' 

~ 

J • sr.!	 247.0 307.0 106.5 184.(, 
4 . II~** 69.0 87.0
 
r
I. r....I.' 33.0
 

:-;ubLo tu b, ~52.0 626.0 170.0 338:'7
 
/.. PJus VDP*** 194.0 244.0 268.9 316.::
---' (Not in oriyill.".l t,lnJcl" ) 

_____ 4'I'ot" I ~.	 G4t.O 870.0 438.9 655.0--- _.._•._-

*COrl: ~slJun i~.; 1:0 I:lIr De::arro11o l.. ro'Jrc~sivo I.·rogrum in AnnLX J,
 
~;·('tion 11 B of T.oun l\greem'~nt.
 

* * flub iIi tac i on de l1ar r ios (1m) program has been c::1imina ted a s a 
c1j:.,creet activity, but., Tn f,:lct, \·,i11 continue to be carr.i~d aLA 

under the Fondo de Rec1cs (FH) ()nd 51'1 programs. All HB projects 
\oJ<.'rc in fact a combi.niltion of SM and F'H prCljccts, \Olith a 
dj ff:crc:nt name. 

4-H"Vlil"' cOflsisLs o( shell hou!3in~ tram 30 m2 - 50 m2 in size at 
,) l'p!'",l" of .:tbout 30,000 pesos (less than US $1,500) per unit. Tt. 
1:· d(,.'i9nl~1l for families with an income of: 1,000 - 1,500 pesos 
'll l1'untll. vnr I t'usin9 is the ~,lllle uS Soluciones ~linimas (SI) 

II( lI::il1f/, with OIl(' .,L11it iOln] nOli. It Is clesiqncd to meet: the 
II'" I ; "r d 1.11 'JI' lIlli'll 1'1 (Ir 11\'/- il COI'f: farn.i 1 ic~.: whn Ciln· a[f r<1 

"!fl, II i 11 1 / mOll' tl'.I1l ,I IIi Iii I 1':1 1 1I1 it, !lut rnu.:L d I' 'n(~ nil 1 'f rOJ 

: II: itli7.(·.l I l"'\I:: i 11<1. 

IJNl'ld\S~: [1"Um 
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While ach.i.cvem(~nt of initii:J. targets plus the 
.-Itld i L.i on 0 f ,"j n j nc )1',) f~('(l VDP [JrOCj r am y!OU ld tid vc! added up 
L(; .1 mujor breakthrCH\tl}: in ICrr's iJttcnti0n to the Im'l-income' 
:'l.'r.t-or, .1ttajnp'L'nt 01 c 'Jrrc!lllly pro-jcct.t~d turc1f:t:::;, in liC]ht 
of the iJbsencc of the' I:L.1n:lod BCII lU<1w.i, r('E)l·c'~~c.'nts il cori
r.~i<l(·rabl(' :;tql fon'/drrl in bringing JeT's dttcntion to bc.'cl.r ('f, 

thc' tilr<.jct [Jo[Jul.1tion m0[5t in need of iV, [,(:rvice:;. /,s noted 
('c1rlicr, not only have total (Illocations incre:dsed sharlJly, 
hut the portion of leT' s resou_rCCf:~ elevoted to this level of 
housing no..... surp~lf~sCf: 50?, (IS cc.mpu.rl'cl to limler 30?j on the 
(l IJ e r.:l <Jcpr i 0 r t () 1 9 7 1. 

iJ. reT and LI\(~ IHlP .:lre now \Voll adv':lI1ced in 
Ihe devl.·lo[Jmt·nL uf quidc:! inc':: on the clf'marc.:ltio/1 of projects 
r j lldnccd vi ,'I FFIJU and FI~. 

I,. Total leT invc!;!l lilin the.' FI, pro'jrClffi in 
1071 ",;as 62.S milljon Pl'~;O:) v/llich finunced I1tility instal
1..Itions in '>S,400 horr,c"i in In,'-incoHic ,~re,]s. Appro;<imately 
')0';, of lhif3 inv('~)Lrrl'nl Wd~; in n'i.) jor citicf-j ,lIld the r.emainder 
in intermediate cilj(,~;. Jr: Lill' ril~it fj\ElrLr'r of 1972, lCrr 
disbursed 21.5 millio!l f()r tIl'.' FI'~ protjri.1rn. lnf('rmation on 

l'NCLASS IF I ED 
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city size distribution of lending and type of project finallcpd, has been 
submitted; however, it induc\£'s projections for all of 1C)72, and is now 
beIng analyzed to segregat c first quart£'r infornution. 

2. Construction 

For 1971, J<:T J~<.Lrri.~ .Joven('s housing cOlIslrul'\ion was as
 
lolloWH.
 

Ave ra gl' CObl 
Number of Units Pc r ~olution 

Soluciones Minimas 8772 US$l,OOO 
construction commenced 5771 

construction term.inated 3001 

Vivienda Desarrollo Progrcsivo 7432 US$1,800 
construction comnlC'nced 3396 
construction ternllnatl·cl 403 () 

]n tiw first quarlt'r uf 1972 leT disburspd 2.7. () rnillion peso,; 

lor \ Il/lHlruetioll of .eol\1t.~.!-t!!l ~;_~~~i~~0..:<;. projt'ds and ·h. 7 million for lh0 C0rl

~; t 1"111 I Ion 0" V D P Pr () iI' t'! H. 1\ ~ a in, f \I r t h ('r i n 10 I" n 1a t i () II a s 1() Pr (I j I • \ 1s 

i Iii I I" I l' d I II t hi' fir H t q \I il r 1(. I" III lI!-1l il v:; I i1 iL II il 1y S t' S IJ f tlil' I(' T ..d I b III iss i / I I I. 

leT has subn11ttt·d and 1\1D ha!-l approvt·c\ it program for thl' 

('onstruction of 3,500 Urbanli'.(·d low .. incoITw housing sitt·s. This is I, aDo 11111ts 
rnore than r£>quired by the' Loan Agn·ement. Construf'tinn of s;t!·s COlnnW'1( eli 

In warch, 1972. The sites wtli bro sold for tJS$500. [ ....·0 l:lOusand s~tes ,,','ill 
1)(' located in major cities and th(~ l"('maindt:r in interml'r1ialf' lilips. 

IINCLASSIF'lF:D 



(1) 

Rely"" 
ProKrtpted 

TABLE II. FINANCIA1 fL()J DATA - FFDy 

1J 
(000) 

CY=1971 
(2) (3) (4) (5) 

Reserv_ Add. Anrte, 
. Esub11ahed Releaaes ReI..a 

Ac:nm.l for 197'2 'to da't'e tbr.J 
Relep,'je6 D18bursS!!!!ent c.~3/n ) 6130171 

~ un(6 

Antle. ReI • 
6/30/7'2 -
12/31/n 

ANNEX B Page 7 of 35 
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(7) (8) 

ToUl Rd. Rei. Progralllllled 
for 197'2 Per Loan 
1+51-6 Aq,elUDt 

A. Sector Loan Mabursemmt 
~o Treasury 
(US$ £quivalert) 

19,000 
(951) 

69,600 
(8,299) 

110,400 
(5,232) 

1110,000 
(8,S!1) 

161,000 
(7,580) 

B. Dubura~ to A!!ene)' by 
1m:er-diaJ'y, aDd ~ 

~~s.pa 

1) Fro:s Sertar T.~n 
1) FrOII'y1) COQlittipetrt 
3) From·". . .:: Resources 

TOrAL 
(US$ Equiva1~1:) 

--11.787 f.787 19.909 21.588 
40,787 2,787 38,000 40,588 

.,.!c'2:::,,,,,()4C11 .., ...1Li:s:r.:L:::l=3S2OC9 '.,,~.c)....:=i(..1.., 9O'Z_a:)=_....::d(::lj",913~•.=)== 

SS.188 
88,78S 
(~22a) 

115.576 190.352 119'713 
225,976 310,351 380,213 

_~:~710=,8=)==,.,....Q=-==1."::;",:.5:::z52...2:c::::a::::="",{1:::IL...::i:,02-=0::2..== 

ObI. V 
Progrur
ud 

ObI. 
1Ds;urred 

V ObI. 
Oblip- Antic. 
~ tmu 4/1/7'2 
Karch SOl tiIru 

7A 6/3Q(72 

001. 
Antle. 
6/30/72 
12{311n 

Total 
Aatic. 
1971-72 

1971-197'2 
PrpRx '" 

C. ProttX'Zllll Ob111artons of 
Commingle-! Fl,DdIl 

1) Intermediate CUy 
Valorization Projec:~ 32,900 65.772 141,328 240,000 240,000 

2) Hunicipd Development 
Institutes 21,OCO 21,000 21,000 

3) Other FFDU activities 
TOTAL 
(US $ EquiVl1ent) 

JJ Period between 8/11 Br.d 12/31/71
11 Obligatione were not programmed by year.
11 DisbuI1l8lMnts to borrowers authorized 

Exchange Rate: Col $19.98 =US$1.00 for 1971 and Col. $11.10 =US$1.00 

19.500 
52,400 
(2J 488) 

for 1972. 

29.791 
95,568 
(iilllL 

62.848 
225.176 
(1°1672) 

W.!!9 
S73,159 
(17,684) 

160.000 
421,000 
(~~.95S) 
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Ii. URBAN DEVELOPMENT FINANCE fUND (rfDU) 

f\. Fini\ncii.l] flow Oats! 

I n terms of movement of funds, the IWnU h(\~ heen nn r1~;ld l'f~lri' :1' 

rrom the inception of the pro~ram (August 11, 1971) until the latter 
part of May, 1972. As cnn be seen from the preceed i ng table, dllri ng 
CY 1971, the only receipts of the FFDU were 2.8 million pe~lo8 jl'l recu
perations. They received 110 new funds from sector loan proceeds (due 
to delays in approval of the contract providing for transmittal of 
funds from the Treasury through an intermed iary), nor froIT, c':'i' ~ j~ rr'\'···o .":- . 

The non-loan resources which the FFDU had counted on had to be used to 
retire bonds held by the Central Mortgage Bank (BCH) when the latter had 
liquidity problems. 

The 40.6 million pesos shown as having been released to the 
ITDU thus fnr in CY 1972 has only taken place in thf: latter half of Hay, 
11172. Consequently, actual cash dishursements to date have been very 
lnw (3.8 million pesos). However, as can be seen frolll the table: In 
appli.ca tiona receiveo and approvcrl (Section n), the rrou eOTrti nued Va 
receive amI process reques1 s. Thus, as shown on the p!"ecet'?ding table, 
ilS of Harch 30, 1,972 the Agency was in a position to make 52.4 million 
in ('ash disbursements and is now proceeding to use the 40.6 million ,illst 
rf!c~~iverl by it to meet the lJul k of this requirement". 

It /?hould il1so be noted that present estimi 1.)5 of the ;>101')\1 t 
of. recuperations to be recf!ived during CY 1972 are si~n:ifil~f.':rt·1y 'ler-:s 
than were estimated at the time --L·he CAP was preparecl. :his ~c{"'~.:~ tts 
for the 4R million di.fference between planned and pre~en'ny pr..~gr·Jlnnlerl 

disbursempnts. The figures shown arc preliminary, Clnd this m~tJ_e!' i <, 

currently being discuAsed wi.th the FTDIJ. Part of the di.fference result··· 
from an error when the CAP was prepared and recuperatL riG f~):r t~e e:l.· re 
(~Y lQ71, rnther than .iust the R/ll,- 12/31/72 estimatf!s w,~"e i:nduded. 

II. Status of Physical Accomplishments 

1. Hynidpal Ocvf!1oplllcnt Instit\lt(:;! Grants 

Wlli]., no funds llilve y' he~n cxp(moed I'llr thi:; :Il"l:;v.ity> 
tllcr'p haH hOfJII prngress in c1flve]()!', nt of the program. A (',-,"~'t'(t(,;t In:: 
hcen signpd between the nOI{ Clnd In/. under which the lfl1:~'0l' 'oI":.lJ pr("v'de 
technical assistClnce ann undertake promotional activi~ie~~ \) 'Ie', IfP.mi
dpal development institutes. Also, with assistClnce fr'Jm thA \;~)v, nn I 

UNCLASSI PIE D 
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as a part of a national seminar on regional development held in March, 
)Q72, plans and proposals of representatives of several ner~rtmentp 

were put forward ilnd discussed. The DNP is well ad ·;tnccd in preparing 
tit,. documents ('overing Finane ial, or~an izational and 1egal C'rHI.ria to, 
hr~ used in making grants. Finally, there have been formal indir:;:J1'irnF 
of interest and requests for assistance from fOlr departments. It is 
ilnticipated that this activity wi 11 become operil t i onal during the li'ttter 
hill r of 1C) 72 • 

~. Credit Upc!~tions 

a) QrganizatiQnpl Mutter~ 

As called for in the I,Oiln Agremormt I regulilt ion!' 
governing rrou operations have been modified to lower the intere5t ra r:
by 1 point and to provide for 80% rediscounting on intermediate city 
loans. 

A r~view of the reporting and monitoring Rjotem used 
hy rrnu for its loans has found that the present system is adequate. 
Furthermore, the Credit Department ()f the BOR which administers the 
rrou operations has undergone a needed expansion and i 1'1 " better 
pClS ition to provide needer! monitoring. 

There has heen no action to (late ()T1 expa'ld-'ng the tt). 

II!' rrlllJ fin;tndn~ for non-valorization activitier,. 

Thr> rnll, "dnl: "011,1 1 sUlTlmarizes II,· 1..=\) .1pC!:-.1 ,,,,. 
111'lwf'l'1I 1\\IJ..:UAt 11, )1171 .mll M~lrc'h :n, lr)72. 
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TABLE 1 

August 11, 1971 - Harch 31. 1972 

1/
I\pp lications App1i(~ations Disbursements 

A roved A roved 
2./ No. of 

Va1lliL 

,d	 1n1,'rlllpdiate 
City Vctlorization 3. 

Ii)	 Ma;llr r.it}' 
IIrh(llli uttion 2 ;';.5 2 19.5 

TOTAL ~~ 56fi.2 10 :143.1 10 f2.4 

J II 1Il'I'ilkdnWll Ill" 11111SP I"ip:t1rl1s is yP.t ilvilil al)l\.:.
 
"pIll.! I't'/I.ipl'1 v,,'lIlP RllOwn.
 
II;,'("'IIIII'ilh1(> pllr1inll Ollly or prn,ir.>I'1'R l'ntalling IflS.:llll:i:1-;nn 1'(3!ll)S.
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The average term of the loans approvf!d to rlate is 
fi.75 years, at an aveTa~e inter~8t rate of ]3.8%. 

The 10 loans approved to date brea~ down 11y typfl 
of project as follows: 

Cost 
No, Projects (000 pesos) 

Roads 4 130,000 66.5 
Sewerage 1 5,000 2.6 
Others _5_ 60,350 ~O.9 

10 195,3S0 
------------_ ... -

The rletailed financing of each of the approved 10 
pro,iects and j ts location is shown in Table 2. 

The impact of frDU policy changes in distribution of 
('reclit iA ('] ear. Prior to th(! sector loan, about 2n~~ of FTDU lenriing 
w(~nt to intermediate citieH. The percentage, thus far in 1972, is 67~; 

and it is expected that the FrDlJ should easily meet its 50% target as of 
tll(' end of 1972. 

lJNCLK).'JI FIE J) 
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URBAJf IlINELOHmft !'IlWCE JU1ID 

UlUW\IRmIOlIAL ~00i:I'l' LOU 

(AID 514-~') 

JP1DaDc1a§ at AWoved Project. Betvftn AUfWlt ll, l$T1. all! March, J.912 

nw COlftRIBarICli 
API'RC'IED REDISCOlIIIT.ABLE REDISCOOJI'IABIJ: ~ 

VALUE RAT! RATS OTHER ccmRIBO'lICIIB VALOZ 

• (000) ; • (000) ; • (OOO) ; • (OOO) ; 

•Barranqu1lJa 
Jlanisa.l.ea 
Monter:!. 
IIe1Ta 
S1Dcal.ejo 
~ 
J:bsgu8 
Cali· 
Santa Marta 
Val.ledUllBr 

50,000
60,000 
10,000 
8,000 

10,000 
950 

10,000
,s,AIoo 
5,000 
',000 

65 
eo 
eo 
eo 
eo 
eo 
eo 
65 
eo 
eo 

~,500
ltS,ooo 
8,000 
6,ItOO 
8,000 

760 
8,000 

24,960
11,000 
2,1iOO 

".0 
76.2 
41.' 
~.8

52." 
IjO.O 
50.9 
18.7 
28.2 
59.0 

~l,3J,8 
15,000 
11,'75
11,991 
7,276
1,138 
7,122 

108,550 
lO,J.82 
1,671 

56.0 
2,.8 
58.7 
65.2 
47.6 
60.0 
49.~ 
n·, 
-:~.8 

~.o. 

U,81.8
6,,000 
19,'75 
18,~1 
15,276
1,898 

15,722 
1}',510

1.4,l.8e 
4,071 

100.0 
100.0 
1.00.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

~ 195,~ 14',0120 ~.8 216,22' 14.6 '59,24' 

• ClD1T -Jar clU... All otbera U'e ~te cltUa. 
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(000) 

DATA - HI Al'llUO.L .tl rase J.;l or v.] 
Exhibit 1 PBso 13 ot 24 

CY-1971 2/ CY-1972 

(1) 

Re1ea.ea 
Prosr__d 

(2) 

A.c:tua1 
R.1~llses 

(3) 
Reserves 

[stab lished 
for 1972 

Disbursement 

(4) 
Release. 
to date 
(5/23/72) 

('i) 
Antle. 

lleleases 
Add. thru 

6/30/72 

(6) 
Lit . Il.et. 
6/30/72 _ 
12/31/72 

(7) 
ToUI ket. 

for 1972 
4+~ 

(8) 
lel. 

1'r°sr-d 
~rLoan 

Agreement 

J.. Sector Loan Diebursl!l:IIanta 
To rr.as'.1ry 
(US$ !.quivalent) 

28,500 
(l,426) 

100,100 
(4,744) 

79,900 
(3,784) 

180 ,000 
(8,531) 

151,500 
(7,180) 

I. Disbursement to Agency 
by lDteI'ml'dtaxy aDd Other Reca!.J)ta 

1) 
2) 
3) 

From Sec r.or Loan 
Froc AID Counterpart 
FToa <XlC i.csourc•• 

28,500 

25,300 25.300 

:!I',500 28,.500 

72,831 

71,600 

4,856 

79,900 

137,070 

180,000 

214,757 

1.51,500 

249,700 

Total 
(U5$ equivalent) 

53,800 
(2,693) 

25,300 
(1,266) 

28,500 
0,426) 

101,331 
(4,802) 

76,456 
(3,624) 

216,970 
(IG ,283) 

394,757 
(18,708) 

401,200 
(19,014) 

C. l'rogr- ~iture. 

eo-.1.ng1e.s Func:U 

Obltgat lons 
prograamed 2:/ 

Obltgstions 
Incurred 2/ 

Obligations 
through 

3/30/72 2/ 

ObI. 
Antic. 

6/30/72 

ObI. Total 
6/30/72 Antic. 
Antic. 1971/72 

12/31/ ,2 

1971 - 1972 
1'rogrnzmed 

1) Intenledlate City lDduetxy 28,044 16,879 80,.561 74,393 199,877 175,000 

2) 

3) 

aealonal !Dduatrial 
I)eyelopme'llt Foundatlons 

Other n'1 activit!.... 45,756 27,425 

2,000 

18,561 

18,000 

48,438 

20,000 

200,180 

20,000 

260,000 

Total 73,800 
(3,694) 

44,304 
(2,100) 

161,121 
(7,636) 

140,831 
(6,674) 

420.057 
(19,908) 

455,000 
(21,564) 

1/ 
1/ 
1/ 

P.r1od be tweeD 8/11 aDd 12/31/71 

abIls.tlona VOlre DOt Ilrosr_d by year. 

loaD a~l1cationa amtroved. 

Exchange rate. util1&ed: $19.98 - 1971 
$21.10 - 1972 
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III FONDO FIN~NCIERO INDUSTRIAL (FFI) 

A. Financial Targets. 

A. indicated in the preceding table, total disbursement of :omminglec 
funds OVflr the loan period is now estimated to be about 35 million pesos 
(7.7%) under the target. eatablhhed in the Annex to the Loa.n Agreement. 
Thi. apparent .hortfall l"t..!lulto frorn mi. calculations , at the time the CAL 
waa prepared, concerning recuperations. T~e CAP figures erroneously 
included recuperation lor the entire 12 months of CY -1971, whereas the 
loan period (and the figures on the preceding tabh:) cover only 4 1/2 mon~hs 

of 1971, between August 11 il.nd December 31. There also appears to be 
some overel!!timation of rel:~perations in 1972. The aituation is currently 
being dhcus,~ed with the ~a.ll\ of the Republic in an attempt to arrive at 
more exact !ig'Jre. and t.o determine whether an adjustment of the overall 
target h ner-e ••ary. 

A", regard. the. composition of loan8, a8 can be seen from the 
preceding table, 38'-0 of the 118.1 million pesos for loan discounts approved 
between Augu.t 11,1971, and March 31,1972, were for intermediC'.te citi 
industry. This compare. to the loan target of 40%. The FFI, baJed on 
application. received, e.timat ~l!J that by the end of CY-1972" the pf::rcenta~>; 

for intermediate eltie. will be 500/0 (10% mOl'e than established a 8 a target 
in the Loan Agreement). 

B. Status of Proaram Accomplia1unen~8 

\. Credit Policy Changes 

As a condition precedent to disbllrSeme:lt of aeetor loan fundfJ 
for use by FFI, it was required that the discountable portion of FFI-aupp;Jrted 
indul!Jtrial credit in intermediate cities be raieed from 650;0 to 80% of ead) 
loan. The purpose of this policy change was to make inte rmedia te city 
lending somewhat more attractive to banlca in order to further ;nduce an 
expanded credit supply in intermediate c -iee, The change haa been effected 
and early indications 8ugR~,b~ ~~ ~as acctrr plished ita objeetivr". 

UNCLASSIFIED 
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It was also expected, though not made a loan condition,that pr. T 

would conaider the feasibility of rais ing the total asset eligibility require
ment fOl" lahor-intensive firms. We have been advised that the eligibility 
requirc:rnents have been so reVised. 

EF;tablir:hrncnt of a loan. guarantee fund is still under consideration, 
but no dccif.llOn has yet been made. 

2. LOc~nB 

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

Intermediate Major 
TotalR Cities Cities 

Nllmber of a.pplications rec ei ved 764 NA NA
 
Vdlue of project9 covered by
 

appli ca tionA (mill iona of pe80s) 192.4 NA NA
 
I'..J'umbcr o f a p p 1i cat i 0/1 B a. pprove d 713 352 361
 
Value of projcct8 approved
 

(million8 of P(~flOYI 168.7 56. 1 112. 6
 
Value () f d iy count s appro'/(~d
 

(mill i()n~ ()f resoB) 118. 1 44. 9 73. 2
 

The 7 n appro'/ed rJr()jects are estimated to result in the c n:ation of 
7,194 jobs. f.I.'/ei·ag~~ investment per job is low (37,288 pesos, or less 
th<\n U~-;2, 0(0). 

T~H: v,f.:()graphical bpread of approved projects is wide, with 
all 22 of Colombia's departml'nts being represented. 

The range of industry assisted u.nd employment relationships 
is shown in the folluwing table. 

UNCLASSIFIED 



TYPE OF I}''DUSTRY 

Extraction of ~on-~etallic minerals 
L-,od Prod~cts 

Drinks 
Tobacco 
Textiles 
Shoes a~d Tex~iles 

Wood a",l c~':-:,:, exce t,' ;:'urni'lll:::-e 
\-.!ol~en ;'~~l!.""ni..lctlre 

Paper 2~d F1Fcr Produc~s 

Printi::'f. 311d pl:~-'lishi:1g 

Lea t":,er <:::.: J ,co:, ~::E:::" ~,~·~·dl:,~ts, except shoes 
Rubber P:-C,.::il~cts 

C:'emical ~.1:·,:-..::luct-s 

Derivati~:;. of ?E:-!-T~~le'..z, 2nd ~0cl1 

Non-met0.E:c oni"eral pr,x1ucts 
Basic :ret3l:.; 
~:et3.1 ?rO(~l:c ts, C)~cf'c~ ;::C\chines 
Non-electric ;:;.J.chi~ery 

.'!achinery <l:,d elec~;'·lc'c:l accessories 
Transport ~~teri01 

Othe:!." 

VALUE OF 
Pi\YHENT ... 
;;- (000) 

J . ,,51
 
2(),956
 

610
 

22,582 
46,312 

6.183 
5.265 

12.080 
0,888 
S.97~ 

3,288
 
U.S77
 

200
 
29.336 

., '''C;..... --t _...

41.554 
5.372 
i.428 

15.5S9
 
14 , 277
 

"68.248 
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(V 
i-O 

1.6 
7,S 
0.2 

8.4 
17.3 

2.3 
2,0 .. 
-r.~ 

3,7 
., ~ 

.....1 ......""'1 

1.2 
4.3 
0.1 

10,9 
0.0 

15.5 
2.0 
2,8 
5,8 
5,4 

100,0 

DIPLOYHE},7 
GENER.J.TED 

~o 

774
 
44
 

477
 
1. Q40
 

270
 
3'J"'
.. ,
 
197
 
184
 
271
 

76
 
292
 

6
 
640
 

77
 
8')~_I 

136
 
246
 
309
 
201
 

7,194
 

Li~;CL:\SS IFIED 
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0 1,Exhibit 1 I'agElu of ........
 

,.,a--- ;:, 
~, b.-0 

0,3 217,550 
10,8 27.075 

0,6 13,864 

j,~ ...... " 6,6 .. ," .j~ ...• 

22,8 'ZS,23Q 
3,8 22,000. 
~,O 16,101 
__ , 1
., -

~ 

61. 320
 
c;, ............ 0
2,6 ~.:1, 1.:1 .

3,8 :13,118 
1.1 43 e 263
 
4,1 30 .647
 
0,1 33,333
 
8,9 45.838
 
1.1 31.4 0 .. 

U.5 50,247 
1.9 39,500 
3.4 30,1°5 
5.4 39.070 
4,0 49.062 

100.0 37,288 
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The term and interest rate structure of the loano discounted
 
is al3 follows:
 

Term J.1terest Rate Number 0/0 of Total 

1 year 14.0% 15 2. 1
 
2 years 14. 5'0 112 15. 7
 
3 years 15.0% 427 59.9
 
4 years 15.5% 78 10.9
 
5 years 16.0% 81 11. 4
 

Topol 713 100. 0 

3. Grants to Regional Industrial Foundations 

F FI 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. 
Legdl and organizational criteria for approval of grants are expected 
to be completed within the immediate future. Initial granto are expected 
to be rnade by June 30, 1972. 

4. Capitalization of FFI 

As' indicated in the body of this CAP, this has proven to be 
an illusive indicator of progress. While certain da~a has been provided, 
given the current fin~ncial structure of the Fund, it is not considered 
81-lfiici cotly relevant to measuring progres 8 in this activity. The Mission 
will be exploring this problem furthel' with the BOR. 
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WI? IV FINANCIAL FWW ~ - IClES 
(000) 

CY-1Q71	 CY-1912 
(1)	 (2) (3) (l,.) (5) (6) (7) (8) 

Rel.eaaes Antic. Total Total. Belease 
Reserves Releases Anticipated ReJ.ee.ses Releases Progra.m:Ded 

Releases Actual "Established. for to date ~ 9/30tr2 Ant1c1pt1ted per lJ:)an 

Pr9!7J"'Y"'OO'l Releases 1972 DisbuUPjIlept (5123tT2) 6/}OfT2 to 1213J.tT2 for 1972 Agreell:!ADt 

,....	 &':tor 1DaD. Disbursement 
to~-~ 4,000 1,500 6,000 2,200 3,100 ll,m 8,800 

(US *' Equivalent) y (200.2) (75.1)	 (284.4) (104.3) (147.0) (535.7) (417.1) 

B.	 Disbursement to A8ency by 
Treasury & other Reee1pts 

1~ From Sector lJ:)an 4,000 1,500 1,500 8,200 3,100 12,800 8,800
2 From AID Counterpart 
3) From (JQ(' Resources 8.800 10.000 2.m 4.200 8.200 14.700 12.700 

TO'mL 12,800 10,000 1,500 3,800 12,400 1l,300 27 .500 21,500 
(us $ Equiva:...mt) (640.6} (500.5) (75.1) (lBO.1) (587.7) (535.5) (1,303.3) (1,016.9)' 

c.	 Program Expend1turef< 
Collllll1ng1ed	 Funds Pro~Per Expend. Ex;pend. ot:llg. Antic. Prograzlllled 

loan Agreemen1; Expenditures to Date ~~ to 12tT? ~ ~ 

1) ESAP	 10,000 10,000 3,800 8,400 6,200 ~9~) 18,Il0o 15,000
2) University Progre.ms 2.800·	 4.000 ~~~~ 5.100 6 ) 9.100 6'500!O'fAL . 12,800 1.0,000 3,800 12,400 1l,300 27,500 21,500 

(us $ Equivalent) (640.6) (500.5) (lBO.1) (587.7) (535.5) (1,303.3) (1.,019.0) 

Y ExcbaDge rates util1::.ed: 19.98 - 197J. 
21.10 - 1972 
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IV. ICFES 

A. F~nanclal Flov.' ~_ 

As indicated in the summary table, sector loan releases did 
not begin to flow to the Bub-implementing agency until CY -1972. In spite 
of this, ESAP did proceed with execution of its full public official training 
program, ahiftillg resources from lower priority progrp,ms. ESAP~' 

received more funds than expected [rom the GOe. The ESAP public 
o!!icia19 training program is now moving rapidly, a.nd 83% of sector loan 
funde hilve been disburacd. 

The univer flity urban 8tudies progra.m was not ?resented to AID 
for approval until February, 1972; however, approval bd,s now been granted. 
The C.rO C haa adviH cd the Mis sion that they will shortly be requesting a 
$2.2 million peso disbursement for this program. 

B. Status of Program Accomplishments 

1. ESAP Short-Cour 8e 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 [rom dr.pitrtment offices, 202 [rom municipalities, and 827 from rJublic 
service corporations and similar municipal entities. 

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

These accomplishments compare with original program 
goals [or training 2,300 officials in 1971-1972. 
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The distribution of cour sea was as follows: 

1C; 71	 1/1/72 
5/31/72 

Project design 3 24 
General public administration 20 40 
Ur ban and regional planning 

administration 19 22 
Urban :l"d ;:,,~gional fiscal admin. 1 53 
O~hers 11 26 

Total	 54 165 

The above wor k was carried out mostly through 7 newly 
created regional offices of ESAP. 

2. University Urban Studies Centers 

The DNP, pur suant 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 program as proposed, funds will be made avail 
able for undergraduate as well a8 postgra.duate programs, and they will 
be distributed on a regional basis. Three institutions would receive 
aoaistance for the creation oE postgraduate program~ (the University of 
Valle, National Univereity in Bogota, and National Univer sity in 
Medellin). In addition, funde would be available on a regional ba.sis to 
. :naJ.l(·r universities without the capacity to set up a graduate program, 
to initiate undergraduate courses in the areas of urban and regional 
fltudiefJ. It ia contemplated that eight such undergraduate programs will 
be initiated. 
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FINA~CIAL fL~ 
(0;)0) 

DATA - PHP 

(1) 

Releases 
PrChrgm:<l 

CY - len 

Actual 
RC1eil l.lt:l!l 

(3 ) 
Reserves 
Established 
for lQ72 
D1.s9\lX1lems:Dt 

(4 ) 

Releases 
da:t: 

to 

(5) 
Acd.Antic. 
Releases 
Through 
flS.I"oL72 

CY- 1972 
(6) (7) 

Antic. ReI. Total Release 
6/30/77. - for 1972 
12/31'7'2.- . 4+8-6 

(8) 

Rel. Progracmed 
Per Loan 

hgnement 

A. Sector Loan DisbursSllent 
to TreB.Bury 1,000 2,000 1,(:00 3,000 2,000 

(U.S. $ Equivalent) (50.0) (50.0) (94.8) (47.4 ) (142.2) (94.8) 

B. DiBbursSllent 
by Treasury 

to Agency 

1) From Sector Loan 
2) Frcm AID Counterpart 
s) Frcxn GOC Resources 

.I2LYt 
(U.S. i Equivalent) 

11 
C. Program Expend i hires 

CCIIllingled Funds 

1,000 

7.000 
8,000 

(400.4) 

7.QOO 
7,000 

(350.4) 

1,000 

1,000 

(50.0) 

N.A. 

Z,OOO 

N.A. 

1,000 

N.A. 

3,000 

7.5QO 
10,500 

(497.6) 

2,000 

7.500 
9,500 

(450.2) 

1/ Information on use of funds by activUy not Ctlrre'Dtiy avaUable. 
Exchange rates utilised: 19.98 - 1971 

21.10 - 1972 
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v. ~ 

A. fJ..uAg.s;W l'argete 

In CY-l97l and thus far in CY-1972, DNP financed extensive urbani 
regional unit soctor loan-related activities, although it has not yet re
ceiYed any sector loan disbursements. 

·B. 8tat\.U! of Program Acco!l1Pliah.ments 

1. Jnforroatiqg_~.Publli.!.tyActivity 

The DNP ha.s 6atabliBhed a Travel 1 1 Dg Advisory Group (~ de 
ABesoda Movil) which :113 dlf.:ii-4~ged with the dissenrlnat:lon of information re
garding Loan-financed activities and other non-Loan related GOC urban and 
regional development pollderj and progr8JllB. In re.lat1an to the Group's 
function of p:roYid.:!.ng inform9.i~ion and publicity, it has prepa.rad. tM.ching 
rnaterials such as manlla) B, pamphlet B, books, etc., baa organhed semi nars 
and coni'ercnceB, and is publicizing the activities of the program through 
the use of televiaioll, movies, radio and the press. The folloving seminars 
and training cour8ea have been organized for municipal and departmental 
om:P1oyees: 

1) Regional Seminara for Mayors of Intermediate Cities. 

2) Regional Seminara for Chiefa of Municipal. planning Offices. 

3) National Seminara for Chiefs of Depar~~t&l PJanning Offices. 

4) Min1rm.un Urbanization Standards, Public and Community Services. 

Pamphlets and manuals covering the foJJ.a'Wing subject matters 
are being prepared for dia°l;ribution to nn.micipaJ. governments: 

1) IntcrnaJ. Public Credit. 

2) Requil"Cl1l":lnta and procedures for credit applicationa for 
municipal development attl.diefJ and worka. 

3) TermB of reference for the elaboration of Urban Development 
Plans. 
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I~) Organiz.at1on and Operation of Municipal PJann10g Offices. 

5) lie.t1.onal FUnd tor Development Studies. 

6) General Information end Method of Preaantjng Applications • 

• 
2. Pro@tional rtop,d 1:ecW11caJ. ApsistAAce tor the Deyelopment of 

IndUltr1eJ, Proeot1on FoundAtion" e,p.d Myp.1cipaJ. J)eve).qpll1Wlt Inatitutea. 

The DNP bas assisted in ~he negotiati n and pr paration of con
tracts with "IDEA!' and the "Fun.da.ciou del Desarrollo de Cali" for iarplement
ation of this activi't'J. In addition, in conjunction with its publicity 
activity, be DNP has promoted the develO'pment of nev institutions through 
aem1na.ra and conferenoes at the departmental and lIlWl16ipal levels. 

F,1nally, the DNP baa been enga.go'.i in th devel.apIz:ent of legal, 
organiz.ational and. f1nanc1&l cr1teria for prov1d.ir\B gr!}Jlt BUpporl for such 
1netitut one. 

'lbe DNP haJ uudertaken BubatantiOJ. r~ aponalbllity for ma.nag.e.men t 
of the urban/regional De~r loan. It 1s estimated that three profe8s1u~s 
of the Urban R6g1onA1 Unit are engaged a.lmont full-time jn this activity. 

4. Pr0KrO.lD. aeJmd S1iucll~ 

Rone have been undertaken thus far. 

In addition to ita normal activit1ea, the U ban Regio Unit 
bas undertaken an extensive prograI1l of technical assist ce to intermedic l.~ 
c1ties that 18 directly relAted 0 .he sector loan. 

II fly 1n~ Comrni tteWith regard to his program, the DHP 

Commic.tc 
e rlp - a tiona 

C n 
'1

creat<:: ~ \I 

ct in Jr (I.e. Com1si6n Volante) in order to hav direct an.d 
vialt.&u 26vid1ng ass .stance to unm1c1:reJ-it1ea. To date, t 
.• chn1calintermed1&te and 15 amU1 citieB, reviewing 84 

follo..n..og ar aD.assistance. T6Qbn1cal aBsistance baa b n oolici d in t e 

IJNCu..s I YIEl) 
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Nos. 

Study of Urban Development Plans 14 
FeaaibUity Studies to be Financed by roNADE 11 
Preparation of Credit Applications 16 • 
Review of Credit applications already presented 12 
Organization of planning offices 7 
Administrative and f1n.ancial organization 12 
Organization of valorization offices 7 

1Organization of ~reaaB ~blicas
 
General Advico
 .Jt 

84TOTAL 

In addition, eleven intermediate cities have presented credit 
applications with DNP's &nistance, 1n order to 1m;p1 emen t urban development 
projects; 12 more cities are in the process of preparing credit applications 
to carry out such projec"ts. 

Among the projects for which credit applications have been received 
and which e.re being prepared for financing are: 

~a of Projectp NOB. 

211. Roads 
82. Water 
6;. Sewerage 
44. Drainage 

5. l!Zlergy 3 
6. Telephone 1 

17. WarehoWJea 
18. Parka 

9. other -2 

48TOTAL 

Approximately 15 intermediate citiea have also submitted 25 
credit applications for urban Dector studies; 9 of theBe applications 
are vell under way and the refit are :1.n the initial stages. 
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DRAFT ANNEX TO PROPOSED LOAN AGREEMENT 

1.	 OBJECTIVES
 

The GOC intendl:l, with a uppor t fr om this Loan, to Impl(:
 nt the ur ban /
 
regional development program aet forth in ita 1 72 1974 Dev
 lopm 'nt PIal.
 
This program has the following objectiv 8:
 

1. To promote economic gr owth in inler media tc citi 8 (30, 000 - 350, 000
 
population) ;
 

2.	 To improve infrastructure in intermediate citi ~s; 

3.	 To r eoncnt migration toward inter mediate cities; 

4.	 To improve living conditions in urba areas gerl rally, and 

5.	 To raise the ata.ndard of livirg in the vari 8 regions. 

II.	 BASIC PRINCIPLES 

C rtain basic principle, aet Eorth bel w, und riie tl , str ctuTe of the 
Program supported by thl Lo n. The cntablishment of critcri . f r approval 
of loao3 and other a aistance to local-lev 1 entities nd r this Progra , and 
th r solution of policy ifll3uea that may arise irl the ourae of irn l(~m"ntatICJn 

[ the Progran, ah 11 be g id.d by lh· following prinCIple. 

J.	 Fund [or development a ti'J'iLi{~B w 11 be comm )n1
tIes r cntiti which meet at hJiahcd criteria; 

2.	 Funds will be made av HabJ· () ly 'n r.a 0 a 10 al in't at' and
 
[forta;
 

3.	 E>:iating inatH tiona, or ina itu ion8 fowl ic pro lo ty ) . '1 no lei( i I", 
rather than new and nte t d in titutilJ 6, a '/ehic1(:1:l (or ilnpl; 
mentation of the Program; and 

4.	 Efforts will focus on the ellrn natioc J bi. r:8' ilH1Sl
 
r m . diate citiea.
 

l,J I C LA" r..' I FIE 0 
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Ill. IMPLEMENTATION OF THE BOAN 

Subject to normal GOG procedures, the Implementing Ag ncyand 
each Sub-implementing Agency specified in Section of the Loan 
Agreement shall have the authority to make upward or downward adjust
ments between the targeted amounts Eor each of the aetivitea managed by 
it with which this Program is concerned of not to ex(;eed 10% of the total 
amount of commingled funds programmed for each activity. Adjustments 
of greattn' t.'lan 10% between the activities within the same Sub-implemenhng 
Agency shall be Bubject to AID approval. Any adjustment of Loan funds 
between Sub-implementing Agencies ahal1 be subject to AID approval. 

For purposes of implementation of the above adjustment provisions 
and the Program in gcne,al, the activities of Sub-implementing Agencies 
shall be cono ider ed as followa: 

Sub-implementing Agency	 A.::tivity 

1.	 FFDU (all activities) 1. (a) Credit operations for 
interm diate city valoriza
tion projects. 

(b)	 Other FF DU acti VitlCS. 

2.	 INSFOPAL (all a tivltiea) 2. (a) Intermediatc city water 
and sewerag . installation 
projects. 

(b)	 Other I SFOPAL and 
IN FOPAL Contr.olled 
Inveslment. 

(c)	 Adminiatr dv· a I Debt 
Servi l;:. "":0 t8. 

3.	 leT (programa indicated 3. (a) aTrioa 36 r:..~ Prugram 

only)	 (b) lnquilinato improvcme t 

pr gram. 

4.	 FFI (jill activities) 4. (a) Credit to int~rrncrlia e 

ci y inel Rtry. 
(b)	 Oth 'r FFI activi lCS. 

UNCLASSIFIED
 



UNCLASSIFIED 
ANNEX B, Page 27 of 35 
Exhibit 2 Page 3 of 11 

5.	 CFP (all activities) 5. (a) Credit tn interm diate 
city induf:;try. 

(b)	 Other CFP activi ies. 

6.	 ESAP (program indicated 6. Shor t- cour oe training for 

only) local level public offici Is. 

7.	 DANE (program indicated 7. 1973 Census.
 

only)
 

8.	 DNP (Urban/Regional 8. (a) Infon;nation and publicity 

Development Unit program. 

Acti vitieo nly) (b) Technical and public admin
tstration activities for 
. nter mediat clties. 

(c)	 Pror~r -1'e ated atudicG. 
(d)	 Other rban/regiona! 

development unit acLiviti .. 

The amount of pesoB ohown a Loan proceeds and designat d [or u hy 
the Implementing and Sub·lmplementing Agcnciea are approximati n8 only, an 

r 8uhject both to the dollar limitations aet forth in Section of this 
Ag cement and th se provisions go erning the rate of exc.ha gP. L tainecl In 

S",ction hereof. Moreove, pesos scheduled for dabuTscrnent in a giv n 

cal 1.C3.r year lr8uant Lo th ~ provisions of this Annex may br· r iabul' ~d in 
B be.:: ent ealen aT year B in accor dance with the n eds of r gram. 

IV. THE PROGRAM 

A.	 Fondo Financiero Dc:aarrollo Urbano (FF I) 

'F DU inancial Ta~ - To iocr eelS	 the 1evo of 0 I at· r ding r ;u' 8 crt) t'iOI l!'~' 

nr"om th. projected Ja uary 1, 1973 level of approx' alely 3 rI' lli to 

approx mately 940 milliCJn p SOB, This is to be ...h· eve hr.Jll GOG 
sector loan contributions of approximat '1y 143 millio p'soa (.<tt:::h ann c IH: 

of recuperations, 

UNCLASSIFIED 
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Activity Tar gets - The program to be carried out by tl;;: FF DU 
envisages expenditur e from new r caourc es and net r ecuperatioll!::l during the 
disbursement period of thi~ loan as follows: 

(Million:': of pe30s) 
Cr edit operations for intermediate 

city valorization projects 183 
Other FF DU acti vilieB 124 

3('7 

Credit Operations [or .!E!erl'!:....e.<:iiat~CitLyalorization Projects 
The funds made available for intermediate city valori2:~ cion pr' jectd will be 
used to rediscount Ioan~ by financial interrnediaricH to municipal pu~lic 6t::l"vicc 
corporations, valorization departments, and other municipal entities ebgible 
under FF DU r egulationa, on the :ollov/ing terms and conditions: 

Inter est l'Y1o 
% rcdiecountahle 80% 
Term (maximum) 10 year (l 
Grace period I year 
Intermediaries mar gin 2% 

Priority will be accorded projeetB [(.\r newcl'age inetallation and B treet paving. 

Other F F DTLAc!ivi ti ~~B - The [llnds programmed for "other 
FFDU accivities11niay be used for '/alorization project"s in other t!l"!1 inter
rnp.diate cities and/or Buch Otllf~1" projectB in ~.ny city (including intermediate 
citics) that the FFDU Inay wish to finance. 

B. IN~FOPAL 

Financial Tar get - To make a vail able for expenditun..: by TNSFO PA L 
the following amounts in 1972 and 1973 to be fillaneed a ~~ fo11owH: 

(,c,iJiiCYltl of P'.:SOh) 
CY 1<)71. CY 197'j 

Goe ] /
343.0

2/
420.0-

AID 40.0--- 127.0 
Total -3n3.0 547.0 

1..1 Includes 63.1 million from projects administered 01' 8upervisc;r! by IN~)F'OPAL.• 
but which appear in Ministr y of Health and Miniotry of Public Wor ks b\ldgctti plus 
32 million of official revenues from CY 1971. 
?:...1 Includes estimated tJO million from Ministry of Health aml Ivtinistry of Pl1bl~ L [) ~ 

Works budgets. -V 
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Activity Targeto - This program calls for the expenditure of 
comm"mgled funds in the approximate amounts shown: 

(millions of pesos) 
C Y 1972 C Y 1() 73----_._-

Interm~diate city water 
and BeW\~rage installatIon 185 286 

Other INSFOPAL and 
INSFOPAL-controlled 

Investment 123 1<)1 

Adminisb'ative and Debt 
Service Coat::! 75 70 

Totals 383 547 

Intermediate city water and sewerage installation._- This pro
graIn IS ("onC"'~rned with the financing and ll:,rlstruction ()~ water and sewerage 
projects in intermediate cities which do oot have municipal public serviC(~ 

corporations, or other nlunicipal cntitin!l carlable of und(~rlaking th,: pt'OP08,~d 

project. All project8 under thio prograrnwill provide in their financial plan 
for eventual recuper;.'.tiol1 of their capital COHt thr,-ugh tanff cnll(:ctioos and/or 
valorization. 

Within Bi~~t.y (60) da)'s of the executioll 01 thif. il~~rl~(~IIl(~nt. 

INSF'OPAL shall Bubrr.lt to AID, through the Ministry of DevclrJpn'('lll, for A11) 
approvid, a progranl f,Jr Btlrnulating, in conjuncl:Jn with INSF'Of'AL pl'oj,,('ls, 
I'he creaLJon of Inll1tiLip;ll level entities capable of undertaking IU!.llrc wal(;1' a.nd 

b.,wel·ai!.t~ projccl3. Such progranl shall include critr:ria for ~Ir.:t(~r:idn,tf:ion of 
citiet, which a.~~ financ.ially cap'3.blc of und(;:'taking water a.ne! S(~Wf ':.l.(!,' P),(j

)(,c:tH 01. an unl:Jubaidized ba~Ji8, general fina.nClal Chal':l,~t('ri:,ticf, "r tilt: pro· 
gram (which may vary frOln cit.y lo city), d.nd a d(;[J(],Jpt.j~)n of ;\n)' It:c1l(llC<.tl 

;l'!sislancc IN.:>FOPAL rdClY provid(~ or fll1ance in whole or In rart. 

Other INS FOPAL and INSFOPA1.r CollLroll I~d 111 VI'C; llfl(~ nts - 'I'll f:----_.,- -.- ~ ---'.._--'... - -- _.'
fund'! programrncd fOJ: this .::.ctivit:y arc primarily for lNSFOPAl. lnvcsf.rnr:nl 
In CltieEJ under 30,000 population. 

UNCLASSIFIE~D 
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C. IGT - Barnos J6venes Program and Inquilinato Programs. 

Financial Target - To make available for expenditure by IGT on 
its Bar rios J6venes and lnquilinato programs in 1973. the following amounts 

! (~ [inane ed as follows: 
(millions of pesos) 

GY 1973 

GOG 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 amounts shown: 

(millions of pesos) 
1. Barrios Jovenes Program 

Fonda de Redes (FR) 152. 5 
Solucioncs Mrnimas (SM) 291. 5 
PMA 2. 5 
Lotes can servicios (LS) 42.0 
Desarrollo Progr esi va (VDP) 469.e 

Sub Total 957. '1 

2. Inquilinatos Program 43.8 

Tuta1 1,001.5 

Barrios Jovenes (Young Neighborhoods) Program 

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

2. Soluciones Mrnimas - lS cone er ned with the canstI' uc
tion of 10 m2 - 30 m2 shell housing. During 1 ')73, it is intended that 12, (Jon 
units will be financed under this program. 

UNCLASSIFIED 



UNCLASSIFIED 
ANNEX B, Page )1 01' ~) 

Exhibit 2 Page 7 of 11 

3. Vivienda Desarrollo Progresivo - is concerned with 
the cons tr uction '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 J973, it is 
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 
existint.: I:llum ar eas. 

Improv~_ment of Inquilinatos Program - This il:l tu be an experi
mental program, concerned with the creation of rental accommodations for 
low-income families through the sub-division of hO:llsing and the improvement 
and rehabilitation of existing multi-family housing located in iifl~as of major 
cities where there iB a high deman for low-income rental hour.Jing. 

Within ninety (90) days of the execution of thil:l Loan Agrr~erncnt 

the cae r~hall furnillh, or caUfle to be furnished to AID for ito approval, a plan 
for the development of the inquilinatoR program. This plan BhaH include 
0pl~rali()nal, financial, ownership patterans and provision for Bocial service 
and/or " guidance"activitics. 

Fin ;~ n cia1 Tar get .. T () 10 erea sethe) (~v e 1 0 [ 0 II t :-i t;L f) dill g F FIr e dis 

count;., from th(~ January 1, 1973 el.ltimalf~d level of approxirn;}tl:J\/ ljr)() rnijl1lJn 
to <t.pproxirnatcly B30 rnilli()ll by the cnd of lCJ73. Thifl ifi tr, bl' ar'()rnp)iHh(~r1 

t h r u II )4 f I ani ncr c a ~iI~ i n F [' 11 fl 0 VI tl I' (~B 0 U r c e fl 0 [ a ppro xi n 1 ,1 ;. ( : 1'I J /. ') I nil Jion 
p':HOH in C'I-1973, il sector loan contribution of apprnxirnat.;] 'I J I tj million 
P';:)U~;. anrlthp. \lBe of recllperationH. 

Activity Target - The pl'ogram to be carried 0UI. in C/ 1')'1';' as 
rqolilrdH new loana is as followa: 

(millioro of p(: I) ~) 

Credit to intermediate city 
induatr y 230 

Other FFI activiticA 230 
Total 460 
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FFI shall continue rediscounting 800/0 of loans to intermediate 
city industrial firms, thc incentive adopted under the first Urban/Regional 
Sector Loan. Othel' terms and conditions shall be the same for all r edis
counts irrespective of location. 

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

E. Corporaci6n Financiera Popular (CFP) 

Financial Target - To increase the level of outstanding CFP lend
ing, exclusive of rediscounts from FFI, from the estimated January 1, 1973, 
level of approximately 240 million pesos to approximately 440 million pesos 
by the end of CY-197~, 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 Tar gets - The program of new loans to be carried out in 
CY -197 3 from recuperations, sector loan contributions, incr eas es in its own 
rcsources, and non-FFI rediscounting is estimated to be as follows: 

(millions of pesos) 

Cr edit to intermediate city 
industry 116 

Other CFP acti vities 174 
Total 290 

The CFP will continue its policy of ir.creascd 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 enterpnses in col
laboration with universities and various technical institutes. 

The con1mingled funds shown as "credit to intermediate city 
industry" will be used only for loans to individual producing enterpnses, and 
not be used for loans to associations of enterprises or promotional entities 
such as industrial parks. 

UNCLASSIFIED 
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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 adminis te r during 
CY -197 3 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 officials 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, arc 
to be undertaken by the Urban/Rp.gional 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 [rom the above totals 
a re 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 Othe r 

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 intel"mediate cities in the identification and selection 
of financeab1e 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 - ThiB is intended to cover personnel a.nd statistical Be rvices 
needed for monitoring purposes, as well as costs of the Unit, in addition to 
those specified above. 

UNCLASSIFIED 
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H.	 DANE Housing and Population Census Program 

The approximate cost 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 C Y-1973 for the following 
activities related to the 1973 Housing a.nd Population census: 

(millions of pesos)
 
Enumeration and production
 

of prelimina.ry results 37.0
 
Processing 16.8
 
Training 3.2
 

57.0 
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. DOliN ~U':DHORIZAT:EON (DRAFT) 

Provided from: Alliance for Progr .ss Funds 
COLOMBIA: Urban/Regional Sector Loan 

Pursuant to the authority vested in the Idministrator, 
Agency for International Development ("A.I.D "), by the 
Foreign Assistance Act of 1861, as amended, and the 
delegations of authority issued thereunder, I hereby 
authorize the establishment of a loan ("Loan") pursuant to 
Part I, Chapter 2, Title VI, Alliance for Progress, of said 
Act, to the Government of Colombia ("Borrower") of not to 
exceed thirty-seven million, seven hundred thousand United 
States dollars ($37,700,000) to assis~ in financing the 
local currency costs of goods and el:vices needed to support 
Borrower's program ("Program") irected toward solving pro
blems of the urban sector, including, but no~ limited to, 
redirecting rural/urban migration, improving basic infra
structure conditions in both major and intermediate cities, 
and improving local planning and administrative cap city. 
More specifically, and as fur the described in the Loan Paper, 
the Loan shall finance activities to be implemented by (a) 
the Urban Development Finance Fund ("FFDU") in the amount of 
approximately six million United States dollars ($6,000,000); 
(b) the Industrial Finance Fund ("PFI") in the amount of 
approximately four million, eight hundred thous nd United 
States dollars ($4,800,000); (c) the Popular Finance Corpora
tion (lIeFP") in the amoun of app oximately two million, five 
hundred thousand Uni ted State dollars ($2,500,000); (d) the 
National Housing Agency ("Ie'l''') in ] e amount of approxi.mately 
;fifteen million, fiv; hpndr d thousand unitec1 state dollars 
(. 15,500,000); (e) tf e Nati nal Municipal Development Institute 
("INSFOPAL lI 

) in the amount of appro imate]y even milli n 
United States dollars ($7,000,000); and (f) 0 h r 9 lcies i.n 
.he amount of approximately one m:llion, i. e hun red ousand 

United States dollars ($1,900,000. The Loan shall be subject 
to the following terms and condi tiOl . ~ 
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1. Intere.t and Terms of Repayment: Borrowe r nhall repay the Loan 
to A. I. D. in United States dollars within forty (40) years from the first 
disbursement under the Loa.n, including a grace period of not to exceed 
ten (10) year•. Borrower shall pay to A.!. D. in United SLates dollars 
on the out.tanding balance of the Loan, in~e1'(~Bt;tt the rate o[ two (2) 
percent per annum during tho grace period and three (3) percent per annum 
the r eafte '1:. 

2. Other Terms and Conditions: 

(a.) Goodll and £ervicea financed under the Loan shall have their 
.curce a~d origin in Golombia.. 

(b) United StatOG dolla.rs ut!.lized under the Loan to fina.nce local 
currency coota shall be made available punmant to procedureEJ satisfactory 
to A. 1. L;. 

(c) The Loan 9hall be Bubj e ct to 6uch other b'.:rma and conditions 
I1S A.!. D. may deem e.dvifJA\ble. 

Administrator 

Date 
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