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THE ROLE OF AGRO-INDUSTRY IN THE URBE*CONCEPT 

The Urb., Concept 

~~.On August 3, 1978, a $10 million loan agreement was concluded between the
 
United $tates'and the Government of Panama. 
 The agreement included an additional
 
-authoriza'-ion for $5.4 million ofHousing InvestmentGuaranty (HIG) funding

which br0ught the amount of the package up to $l. 4,million. Counterpart funding
 

from the Government of Panama raised the total amount to $28.5 million for a
 
period 	of five. years.
 

The program included a family of components, each of which was to be sup
ported 	by a portion of the loan, as follows:
 

Small Businesses and Industries $ 3,000,000

Agro-Industry Projects
CTransport Terminals 	 3,200,000
2,500,000

Housing 
 5,400,000
 
Technical Assistance 
 5,300,000
 

TOTAL 
 $ 15,400,000
 

The project, designated "Rural Growth and Service Centers" by USAID, became
t 	 better known by its Spanish acronym, which was contracted from Proyecto de 
Desarrollo de Sistemas Urbanos Interados to "Proyecto URBE". 1 

The overall objective of Project URBE was to provide a comprehensive iegion

al development plan for western Panama in order to integrate that region more
 
directly- into the urban industrial, modern life of the nation. 
Project developers
 
felt that a well-articulated, cooperative effort organized uoder the Ministerio
 
de Planificacion yPolitica Economica 
(Ministry of Planning and Economic Policy
 

or MIPPE) would be 
the best method by which a comprehensive development program
 
could be carried out in the western region.
 

..
 The general concepts under which the program operated drew heavily on growth
 
pole and central place theory in geography. Rank-size distributions of a nation's
L 	 . cities would indicate those which needed their urban infrastructure enhanced in 
order to grow, Through the growth of smllor towns and cities, the distribution 

of people and wealth in [lio nation would he "rationanixe.d". 
Project URBE was to affect five provinces in western Panama, listed from east
 

-to west: 
 Coce, Los Santos, Herrera, Veraguai, Chiriqui, Within these, primary
 

investments were to 
be mode In two growth centers: Chitre-Los Santos (Iferror-Los g. 
SantosIborder area), and David (Chiriqul). Secondary investments were 4to be made
in.six 	service centers: Penonome and Aguadulce (Col), Las Tablas (Los Santo,
 

Santiago (Veraguas), Concepcion nd Puerto Armuelles (Chiriqui). 



Bysin 2I'itthat
t:the various ministries--those responsible for housing, 

waestransportation, etc.--worked together, a program would
be created in which multiplier effects would expand the overall impact of individ
ual projects in eacharea. 
It was estimated that these multiplier effects, along

with the direct effects, would in'the end create between 2,700 and 3,500 jobs for
 
the urban poor and migrants to the cities of western Panama. 
We have, however,
found no ev dence to indicate whether these expectations have been realized. 
 No
 

* , . effort seems to have been made to determine a method for estimating numbers of
 
* * ! jobs created.
 

The task of employment generation was distributed among several components of
Y, :the URBE Project: agro-industry, housing and small scale enterprise were all seen 
to contribute to this objective. 
 However, the contribution of agro-industry was
 

* of a special type. Where all other components of the URBE Project were to be lo
cated in the communities described'above, the agro-industries could be placed in
 
rural locations since they were to serve a linking function. 
They were intended
 
to consume rural resources and stimulate rural productivity. At the same time,

they were to purchase services and utilize lhbor from the communities designated
 
above. 
While the concept was not well-developed at the time (1978), today we recog
nize that the purpose of the agro-industries was to generate rural non-farm employment.
 

The Role of Agro-industry: Requirements for Proect Eligibilit"
 

Approximately $4.6 million will be used to finance subloans for agro-indostries; 
 $3.4 million from the USAID loan and the balance ($1.2 million) from
 
GOP contributions. 
The subprojects are expected to generate 750-1000 new jobs,

of which 90% will remain within the target area of Western Panama. They are also
 
expected to provide "significant occupational opportunities' ,inthe agricultural
 

sector by stimulating the demand for agricultural products.

The lending mechanism for agro-industries was to be the National Finance
 

Corporation (COFINA)---an autonomous government agency. 
Technicians of the agro
industrial division of the Ministry of Agriculture (MIDA) will assist in sub
project identification and development, preparation of feasibility studies, and
 
provisfon of technical assistance during implementation. Each proposed sub
project is to be reviewed by a Technical Committee with equal representation
 
from COFINA and MIDA. 
 This committee will insure that each proposal is consistent
 
with national agro-industry planning objectives and priorities. 
Examples of th,
 
kind of agro-industries intended for financing are dried and processed fish,
 
fruit nnd vegetables, fertilizer production and animal foods.
 

'. :i! . .. , " ""•> 
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VLoans up to 
$500,000 will be provided for individual projects. Funds
 
Iare to be applied to plant, equipment and working capital. Subloan reflows
 

are to finance additional projec~s. Skills training will be provided for the
 
employees who will~hold the Jobs to be genr~rated. Examples of the kind of
 

training t~ha~t may be provided includes grading and sorting of agricultural pro
f duce, quality-testing; installation, operation and maintenance of common in

dustrial machinery. The worker training program'will be carried out through
f-~the National Training Center (CENAFOIU'), at a 
cost estimated at $.3'million.
 
Additional'technical points concerning project selection and financing
 

which appear in appropriate sections of the project paper include the follow
ing:
 

V 1. Subprojects must be consistent with MIDA's policy for agro-industrial
development. 

2. All subprojects must meet viability criteria 
 specified in COFINA'sF standard appraisal guidelines (AppendixK 1 
3. Evidence of an adeqjuate domestic or export market is requirt~d.
 
4.1 Subprojects must demonstrate,a clear benefit to the target &roup, pref

which have underutilized capacity.
 

[ erably through employment generation and linkages with smallholder 
agriculture. 

/ ' :i. .i . ,,, , !: ;: ? : ; ' !' -. ,J- - : : ' e :V : - ' "" . , ": ':'i : t S 

F : !¢ : 

5. One identifiable fulltime job 'should be generated for .each $5,000
invested. A higher cost may be allowed if the project produces'i , y , i !: , / !i ' - % : I , i " ,:! ! a 
product usable by rural small-holders (animal feed, for example),or provides additional income to large numbers of rural households 
(such as cr'!ao or castor bean processing). In no case may the cost 
par job exceed $10,000. 

' i : . . ? ' < % J k : ' 
' 

6. Subprojects should utilize raw materials for which current demand is 
weak, or for which production by small-holders can be expanded. 

7. Total loan amounts should not exceed $500,000 per project. 
8. Investors must provide equity equivalent to 20% of the total invest

ment cost of new and 25% in th'A case of existing industries. 
9. Subprojects should not directly compete with exisiting industries 

L10.All subprojects should.be in or near a growth or service center.
 
11. 	 Proposed oubpro iocts must not qu'alify for commercial loans.
 
12. 	 Existing industries must provide a current certified financial state

mont.
 
13. 	 Subprojects must be environmentally sound.
 

viol N-,-Lc. 
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Subprojects are expected to originate from two sources: 
 proposals mayfbe directed to COFINAby interested entrepreneurs, or pre-feasibility studies 
for desired projects may be prepared by COFINA and/or MIDA. An entrepreneur
 

to apply for the loan must then be located. In either case, proposals will be
 
reviewqd by 
a fqur-person Technical Committee consisting of two .representatives
 

from each agency. The Technical Committee will also determine what further
 
steps and documentation may be needed to obtain final technical approval. 
The
 
COFINA format for subproject analysis (see Appendix A) will serve as a guide.
 

7 : 
 Following this preliminary review by the Technical Committee, a full-scale
 
project study must be prepared on technical, financial and administrative phases
 
of the project. Analysis of the feasibility study will be completed by MIDA and
 
COFINA personnel; additional consultants may be retained if needcd. 
Technical
 
assistance funds provided by the project may be used for this purpose. 
Folloing
 
approval of the feasibility study, a credit analysis will be carried by COFINA
 

r using its "normal procedures%, 
When technical, financial and administrative analyses, and credit evaluation 

has been performed, the project will be reviewed for a second time by the Technical 
Committee. If the response is positive, the loan application will be forwarded to
 
COFINA's Credit Covmittee for final consideration. With Credit Committee approval,
 
the loan application is advanced to COFINA's Board of Directors. 
If approved,
 
then COFINA's legal officer prepares a contract for the loan.
 

COFINA is to be responsible for all disbursements and collections. Tech
nical assistance to borrowers during the life of the loan w ll be provided by
 
MIDA. 
In the project paper (Rural Growth and Service Centees, AID/BAS-002, p.

29) a list of illustrative indistries with appropriate cost figures has been
 

prepared. 
 It is entered opposite as Table 1. The cumulative total of this 
list is $6.3 million, and the paper notes that, "All the above proposals are con
sistent with MIDA's agro-industrial policy, and pre-feasibility studies have


Lbeen 
completed for 75% of them. 
The total identified credit demand...exceeds
 
by a comfortable margin the $3.4 milllon in sublending resources available from
 

the project." Neither tobacco nor alcohol-related projects can be funded.
 
Applicants for project support must meat COFINA's requirements for elig

ibility: evidence of managerial and financial soundnems; willingness to accept
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Table 1 

EXAMPLES OF AGRO-INDUSTRIES FOR COFINA FINANCING
 

Total
Industry 
 Itvestment
 

Meat Cannery 
 $ 150,000

Dried and Salted Fish 
 200,000

Fruit and Vegctable Processing 
 475,000

Frozen Frog Legs 
 130,000

Commercialization of Sharks 
 220,000
Animal '7aste Collection and Processing 
 80,000

Banana Waste Collection 
 100,000

Castor Bean Processing 
 400,000

Cacao Processing 
 500,000

Pineapple Processinq 
 100,00c,

Potato Frocessing 500,000
Fer j.li:'er ,.Iixing 500,000
Picc Bran Oil 160,000
Frozen Yucca 80,000

Yucca Stcirch 400,000

Soy Oil, flour 400,000

Industrlalizafion of Potatoes 500,000
Cashews, Cashew 0;l 350,000
Animal F(.ed from Molasses 250,000
Citric Acid from Molasses 400,000

Lea ther Curing 
 .400,000
 

Total 
 $6,295,000
 

Source: 
 Project Paper, "Rural Growth and Service Centers,"
 
AID/BAS-O0?, p. 29.
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recommended technical assistance in productio 
techniques, worker training,
 
financial management orlother area which COFINA deems necessary, and normal
 

Y.eligibility requirements established by COFINA for agro-industries.
 

COFINA: 
 The Administrative Agency for Agro-industrial Loans
 

The Compania Financiera Nacional was established in December, 1975. It
 
had been in operation for approximately 2.5 years before 
 the URBE Project
 
was signed into law. 
COFINA received funds from7several government sources,
 
primarily a 7% tariff on imports imposed by the government. Credit lines were
 
also obtained fromU. S banks.
 

COFINA's mandate provides that it shall promote priority activities in .3i Support of economic development. Favored areas for COFINA investment include
 
manufacturing, export, tourism, transport, and exploitation of Panama's natural
 

resources. 
 At the time URBE loans were initiated, COFINA was lending at 8.5'
 
to 10% interest. 
 Loans can be made for up to 15 years with a grace period of
 
up to three years. Most loans were mad2 for up to six years with a one year
 
grace period. COFINA's loan portfoli6 in 1978 was only valued at 
$1.4 million, 
plus $3.0 million in approved but undisbursed projects. At that date, there 

L i were no delinquent accounts in the file. 
From its inception to mid-1978, COFINA approved 31 loans at an average size
[of
$150,000. 
 The majority were for industries located within the Panama-Colon
 

corridor. 
In 1978, COFINA had an administrative staff of 30 persons and an in
dustrial credit staff of 24 responsible for project identification and promo
tion. In 1977, regional offices were opened in David and Colon. 
The URBE Pro-

Ject designers considered COFINA to be well-provided with staff and technical
 

L expertise. 
Therefore, only ten months of short-term technical assistance was

considered necessary for subloan promotion.
 

L rA statement in the text notes that "COFINA only has one individual on its 
current staff who is knowledgeable in the technical aspects of agro-industrinl[ development....Rather than attempt.to build such expertise into COFINA, it 

. 

was
 
decided 
to rely on the technical capabilities of the %irectorate 
of Agro-

Industries located in the Ministry of Agricultural Development." When this
 
cooperative relationship between MIDA and COFINA failed to materialize in sub

sequent years, 
the lack of "in-house" tehnical capacity to review agricultural
 
projects became a recurrent problem.
 

http:attempt.to
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The failure to forge a close working relationship with MIDA may have
 

been the 	result of extremely rapid growth. 
In the years since it was organ
ized, annual new loan commitments at COFINA increased as follows:
 

Total
 
Year Financing
 

(000's)
 

1976 476.1
 
1977 3,836.9
 
1978 11,573.4
 
1979 14,698.4
 
in80 17,877.6
 
1981 35,579.5
 
1982 7,330.0*
 

* first 6-months only 

Source: 	 Corporacion Financiera Nacional,
 
Informe Anua1, 1982, Cuadro No. 8.
 

It should be expected that other dimensions of growth increased at the
 

same pace. Table o th 	
I 

st 1 was much
 
more co:-plex than that described in th, project paper. Notice that the 
 Division 
of Projects? (Cerento de'rovecte ) incorporates two sub-units, one for agriculture 
(Director Airoinhetr i-) and another for industry (Director Induistrids). Other 
noteworthy features o: thif tab e Include the followinc' 

1. 	By 192, a !;e, ,rate field office for the Azuero had been 
estab I irhed in (:hltr-Lm; ;aitos . This is; inaddi Lion to 
those in ColMn andI ,vid already des;cribed. 

2. 	 Tie re !, ;epr;cte, di rr t ,ratc> f(er ;idm;nis r;ition (Aulinist:rt d 2.tciiv n 	 :,ni ,rin;' (2<t.vtiiinieiti). 

The 	numr of 
p.r,;onI, a s]c incrf'a.<;ed ;ib:t'ntially from the figure o
54 cited 	in tli rll' p - ,r fc r Y97,-, Tible 3 con 'irmr; that there were 97 
personnel i iii; iiio (f 19"! -Ilar'Xd in d tLhat lum ir incrLa d to 122 a year later 

,in June o) I .o'fb, 
 i :e,5 t i or I ide.nt ifi ed aIddit:i, tbetwee, 11]1 and 1982 was
 
,llmbrIn the 	 ,i V;II'aI t r;. ! t 17i;',i t apLpea,.-r t 11At t 11 mon it or i 1 aI ft: 


f !;dii!i;tr';pr i (, "t a l ( ) ff is ici ) c,,mp)rr.1, pI,l with tInpi.a;;eti nt l in 

flew p r(,),j ,,(-t t:!i 

The 	 di ;triiitioin of ]( ln activi ty within CIcit'NA is,;mlrrnred for the years 
1980-1982 in Fib 4 ot)ppoAte. The tat)le 5;Uggst: 	 a declining role for agriculture 



Table 2
 

TABLE OF "ORGANIZATION: COFINA
 

(1982)
 

Board of Directors
 

General Nanager
 

Assistant General Manager
 

Planning Management
 
Special Projects
 

Committee for Credit and
 
Document Administrrtion 
 Investment
 

Public Relations Director
Legal Consultant 

i I Il
 
Finaincial Project Director Operations Director 

Monitoring Administrative Agro-Indut rv Industries 
Director 
 Director I)irect.or D)irct or 

Director 
 Irector Director 
Colon Repion Aziro Regi on Chiriqui Region 

Source: Corporacion FJnanci Nac iona.rn Informe Anual 1982
N'ational Financial Corporation: Annual F-eport, 1982 

http:I)irect.or
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Table 3
 

GROWvTH OF PERSONNEL, COFINA, 1981-1982
 

Personnel Personnel Personnel Change 
 Personnel
 
Detailed List 
 June 1981 July June June 1982
 

1981 1982
 
- + 

TOTAL 
 97 
 122
 

Executive Personnel 
 16 
 17
 
Managers 
 6 2 2 
 6
Directors 
 8 
 - 1 9
Consultants 
 2  - 2
 

Technical Personnel 
 24 
 37
 
Financial Analysts 
 3 1 2 
 4
Credit Officers 
 4 2 4 
 /6
Project Evaluators 
 12 3 
 11 20
Planne rs. 

Project Audi t.ors 
Monitoring' Officers 

2 
1 
2 

-

2 

1 
-
3 

3 
1 
3 

Admini stati ve 1fr.onn(,l 57 68 
L iwvers 
Department leads 
Others 1 
Temporary Help 

1 
4 

41 
11 

-
1 
4 

11 

2 
-

19 
6 

I 
3 

56 
6 

1. Technical Administrators
 

Source: Corporacion Financiera Nacional: Informe Anual 1982

National Finance Corporation: Annual Report, 1982 



- 10-

Table 4 

INVESTMENTS BY TYPE OF ECONOMIC ACTIVITY
 

(1980 - 1982) 

(In thousands of balboas/dollars)
 

ECONOMIC ACTIVITY 
 1980 1031 
 1982
 

Total 
 10.862 5,104 
 3,016
 

Mining-

600
 

AgroindusLry 6,120 3.454 
 -

Manufacturing Industries 
 1.812 1,050 
 3,016
 

Bakeries 
 48  _
 

Candies, Sk,'eet-s 
 1,727 -


Oil Refining 
 - 1,050 

Manuifactu, ir,! Clay

Prodwu.t:, for Con:t ructjon 37 
 -

Gl are! M i.c
I;,tt.,,~ .nd
 
2ro a
c':f (;lI 
 _500 

M'anufar t 
 f. P.,;t.rnaceiticals 
and ,i ,,I-


2,516
 

Tour i in 2,800 
 -

Trni ; por tat.i oi 130 

Source: Department of Planning and Credit Policy, COFINA 



at COFINA during 1981. 
 The special division for agro-industrial projects was
 
terminated in November, 1981. 
 The directorate formonitoring (Seguimiento)
 
was closed at the same time. 
 Emphasis apparently shifted to manufacturing in

dustries.
 

fhile the statistics in Table 4 reflect activity in the entire COFINA
 

loan portfolio---not just the portioni 
in which URBE has an interest---it will 
be seen in the balance of the manuscript that they reflect the situation in URBE
sponsored ao-indu.;tri Cs as well. A premonition of future disclosures is con
tained in Table 5 opposite, a news clipping from La Prensa, a Panama City 
news

paper, dated April 11, 1983.
 

The headline states 
that "COFINA needs applications for agro-industriaI
 

projects". The body of 
thy paper d,.scriles N mueting held in Chitre at which
 
COFINA official]s requ,, tud the lccal 
Ciamber of Commerce to canvas the Azueri
 
region for projects whiih could '.emrate loan applicat ions; 
 The article warns
 
that while SI.S mill ion has 
aIreadv been expended by UA II) through COFINA on
 
enterprises wh;ich 
 pro.cess fruits and vegetable s and si milar activities;, another 

SI.8 millon roeins; to be invested, and will be lost unless it can be committed 

by ay 31, 190! 

Table 
6 propsent s a trend nnalyvsis of the cost per new job generated by 
the entire COFTNA loan portfolio since its; inception in 1976. The rate of in
vestment dis;plavys; s rprising vol atility, ranving from as little as $24,000 to 
as much as; f7224,000 pir ,mlo'.'e. Tilii; tiL i; quite sini ficant, however, for 
it reveals; that t no point in it; hi;slorv has; COMNA aplcr,,(!d tino degree of 

efficiency at; an jp],wVmni t y',nierator rquied Lv ProJect, I I. 
The tarpot fi gire for aw:o-indu; ts-i s; in the pro ic t d,;Wign wa $5,000 

to $1O,(00 pr joL, In It m s;t ,fffiCinut years (1976 and 0) cOI'INA's in
vestment ratio w.s; 2.n to I imps; tih nmxirntwi figure,. This; i.; another area 
where, as; we vi w t he rsa, itc; of -OFI'A',activi t wi thin Project UPEBE, we may
 

expert to ti(ounfiIi s 5't llrlle.
 

Over the v ,ir 
ii,vIn iii it has; s;erved as; aidminis;trator for a major portinn 

of Proj ect 1tHE WOWitup, (:()WItA ihas; bt-"t c'iaractri;.od by two trends, neither 
of which can bt infoerprtud fOivorably, The firs;t has; been the drift to''.rd in
velve,tnt in very ]lairo, very ,.prxp; Ivye shwpteee project';t th, tr:nn-isthmtus 

http:c'iaractri;.od
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Table 5 

COFINA REQUEST FOR AGROINDUSTRIAL PROJECTS,
 
April, 1983
 

La Prensa LUNES 11 DE ABRIL DE 1983 L L 

COFINA necesita solicitudes 
de proyectos agro industriales 
Por Rogelio Herrera I 

En interesante reuni6n ccle-: 
brada recientemente en la ciu-
dad de Chitr6. entre directivos, 
de Ia Camara do Comercio. In-. 
dustrias y Agricultura do esta: 
ciudad y reprosentantes do CO-i 
FINA, sC estableci6 la necesi-i 
dad de quo sc utilice 1.8 
milloneE do baiboas destinados 
a promover los proyectos'
Agro-Industriales on Panama.' 

Los Licenciados Alexis 
Arias. Daniel So-,isa y el scfior 
Alvaro Tello. promotores de 
COFINA. explicaron a los asis-
ttntcs el mecanismo quo hace 
posible lograr los cr~ditos, 
respectivos. 

La entidad creditl3ia aporta 
hasta un 70% do lia nvers16n, 
tocando al inversionista cubrir 
cl 30% restante. La tasa de inte-
r~s es do un 12% an ual fijo, ."' 
do maIejoy Ide comproiiiso. 
Se dan 15 aios; do plazo pari t,1 
activo fijo y 5 aios Il Capital do 
trabajo. En el primer ca ,-cxi,-
ten 4 aifos de gracin y on cl se-
gundo 1 ai'o. Sr presta un 
minimo do 25.000 balboas y un 
mnl,"ino do 250.000. 

Muy oportuna fueron las in
tervenciones del Ingeniero 
Jos6 Holguin, Ingeniero Benito 
SuArez y los ompresarios Vic
tor P6rez y Jos6 M. Rodriguez. 
Observaron la necesidad do 
mano do obra especializada, 
oficientcs agencias do morca
deo y una mejor estructura do 
]eyes proteccionistas por parte 
del Gobierno Nacional. 

Los fondos quo provienen del 
A.I.D.. son destinado3 aempro
sas que procesen frutas, verdu
ras y otras actividadoo 
similares. Hasta el momento 
1.8 millones de balboas han 
sido invertidos on la Rcpbiica 
do PanamA con esto fines. Sin 
embargo. COFINA tieno la 
minsma cantidnd por prestar. 
quo de no ser utilizada al 31 do 
nm /Y0do 1983, se puede perder.

Los fu ncionarios de OFI NA. 
solicitan por lo lnenos. proyoc
los de ideas en estos campos. a 
fin Co solicitar una pr6rroga al 
banco respectivo y quo se apro
vechen las inversionen on 
nuestro pals. 
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Table 6 

COST OF PER JOBINVESTMENT NEW GENERATED 

Years: 1976 - 1982
 

(In thousands of dollars)
 

Investment Employees 
 Relation of
 
Investment/Employees
 

TOTAL $ 196,876 3,684 
 54
 

1976 
 700 29 
 24
 
1977 
 6,828 193 
 35
 
1978 56,809 254 224
 
1979() 48,792 
 930 
 52
 
1980(') 35,706 
 1,242 
 29
 

) 
 35,227 826 
 43
 
I9 (2) 12,814 210 61
 

(1) Includes financing Hlotelesfor Turisticos, S.A. 
(2) First half of the, roar. 

Source: Offic" of Plann i I, n)d C:(,dit Policy, COFlTNA 

C(orr)(rrJ( i~m Iriicir' N;IonaI :l 1fol Anita I, 1982Na t ion; I .i n ( r r(,rat ion, An iii;a I Ie or., 1I 2[1; r1 



- 14 

petroleum pipeline (oleoducto), the Marriott Hotel, and the development 
of Conta

dora are examples which come readily to mind. Several of these have proven to
 

be unwise investments. 

The second trend has been toward extremelv rapid staff turnover and re

placement. The COINA 1981 Annual Report provides names and pictures of the 

administrative sta:f , hliie c onductinp our interview.ing durinp the first quar

ter of 1983, we were una hi to locate any of these people in the same positions. 

Since the ubhlicat!n of the ]tQP2 Annual Report, the directors of the regional 

offices with which " wp.'wprtucern ,J---Chiriqaij and Azuer .--- were alsn replaced. 

The 	 'ighest officer in (COTiNA, the (;enecal Manager, Yarcos Fernandez, was also 

a recent appointee at th tim! of ou r ";urvev. 

Conclusions: A Project in Trouble 

The acro-indus,rv component of tlhe bikilBE Project appears to have cncount

ered some serious difficulties. As Table 5 discloses, the loan account in 

COFINA faces t ermination in : wees:; 0t nearly 507 of its budget 'jncommit

ted. Dur iny five vtrs of prjo ct life, only half the_ project ha:; heon allo

cated proper]y. An ,qual l :nerious issue from USAPi 's point of view has been 

the 	failure of COFI NA to present reinbur.sement requests. 

At the bei[.nniing of April, accordin;g to USAII) accountant;, only $1.265 
million had La.un proi,,rlv ru ihbirsed to COI" N' ;A. An.:tlitr .'million had 

either not been requ,si;ted , or rtel..st. pre;ented h , been disall]owed for in

sufficient dacu:'oen-tat i , . V h the prcject facing a closing, date of May 31, 
.V, onp-t hiri1983, only tt 	 of theionlit sitie .a'ilab e for agro-indu!;try in 

1978 had oon , 1,,i 2,,1frc: 'h )' h,ot,!,! 

t is dfirutf ,a r(ospoin,,n t, r,'i:; ter bett0 er performance than theU for t 

agency 15 , 

componen t hare 1" n ( ,i, 'VY lr,, lt'ra:';. l'iic;e have includcd the foll ow ing: 

in "'hir it. s l,.tn.I 'Ih, pr ormlono; of Project 's acro-industry 

1. 	 I:.Jpid( t1 1ion t h i ),Ih ; 1ofshowpI-iece pr jcIect.s wi tith little time 
for can"()] id t ion

2. 	 Pre ,r, a hr :.; -trii'tl manufacturing, ,no rprti.os huaring 
littl ' rli ii I t, I'n;unn' r; i';tiiiSuc!, or cronnumer needs. 

3. i)ecl in i Hti"ra;t in 'ricultur;l pr o ',ts. 

4. 	 Rapid ';taf f tircov,,r. 

5. 	 Nvorra iz.at i on I :Irc a'riciiitrAl directorate and the monitoring 
dir ,a ou iF 1 i118;it t"r .w in,'o in . 

http:rprti.os
http:rtel..st
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In addition, there have been rumors 
of favoritism in the award of 
loans and
 
of internal mismanagement of funds.
 

An underlying theme throughout the five years since 1978, has been the
 
lack interaction between agencies 
 required by the project design to link each 
component with the overall objectives. The implementation of the agro-industry 
component wns the joint respon;:ibilitv of the Ministry for Agricultural De
velopment (MTDA) and COFTNA. 

MIDA was; to mak.e policy, identify priorities. participate in the prepar
ation of pre-fe:nibilitv studies;, and provide technical ass istance to loan re
cipients. 
 MIDA ap -ars to have abdicated or minimized its responsibility as
 
outlined above in all matters except participation in the Technical Committee
 
charged with making evaluntics of proposals. The Technical C, nittee was 
 and 
is chaired by a I .A official frc.n the Dir,.cinn de Aroind,'tri:a. Technical
 
assi stance 
 under the projLet was; ilhodied in the support provided by two con
sultants; (D.ani I 
 Ruiz and Auvusto Rio) rather latu in the project (Nay and
 

September, 1983) for priods of ono (Rio;) or two 
 (Ruiz) years. Their contrib
ution w as ;a'ite i rruty to tlu. 1 ehnical Com;,i tte ., (a p ini on; on proposal.;)
 
or to COFINA adm1ni0i;t trators; (as , 
 'dvic, on project priorities;). No technical 

assistance w=s; providd to r.p('- iIits (f ;ub oi ns. 

The Project Ei.bl1uepr Int c.,I]' for overall proje ct ;.anagtent to be 
provided b' ti_ Mini.strXv of Planning and ;c o::;ic Policy. The organization 
expected to imp];:,nt tiin un:p.ctiti-:, is ( cre!d in fibl 7 op;osite. A spe
cial unit wo, cr,,tin withPin MIPPi': Direct,'ra for 0,io:i I Planning and Coor
dinat on wink .a f ! i:: 'r c (Qct rd i ,,r. ; n t l t i i;i in p lanx of "co
ordinatinr; ,,ff c,.r: f r b-' c'oa.: nnon: ,,f P'roiect ti i" 

Ile pro;>. d.eit i eor, If hit ;ict iv, int-r'r ntin to s;tahlish working 
accor ud0!atf,, I, 'v,,n tli n :n'-i n,.l .rvproj i t i thr parts of the program 
are essent, i.l, a; n t forth sp;N c i :, llv 0,' l,, : 

1. At; ro-i n to , iio,; (, ,ul ! I,' !an I',' 1, th', two induht ial park; to b,
coni;triictf d in lav).' idnh (d! fre 1-v U P ; a port Ioil of its counter
part fc 1' 

2. A;r ,-Indl ; ri, e c, il dii i .th e trarnnporrain ,:puir I u inl ; and r late'd 
train.;c,, tat en nt'wor.,; 1lniin, birhnu rent ers withl the rural r,'source

ai';t, frni whivc, raw flit eral:; were to ho' provfided. 
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30 	 Agro-industries could utilize maintenance, support and supply ser
vices, as well as goods required by workers, to ba provided by
proprietors of small businesses to be created with'loans fr'om the
 
program provided by tire Ministry of Commerce and Industry.
 

4. 	Agro-industries could have utilized housing for managers and tech
nicians, lover level employees* and also for producers of the raw
 
materials which their presence was intended to stimulate.
F From this perspective, agro-industries can be een as 
the 	key element in the
Sestablishment of backward linkages from the regional groth ceniter s theto
[ service centers and rural regions which they serve. 
 They occupy a pivotal
 

position in the URBE Project.
 

Unfortunately, MIPPE personnel interpreted their responsibilities toward
 
the 	separate components as monitoring rather than management. An attempt was
 

* made to establish and maintain a communications network between HIPPE and the 
 1 

r m 
 separate offices responsible for each of the components. Periodic visits were
 
made to check on individual progress. Memos wore written on the basis of results
 

+[ 	 and transmitted to USAID for the purpbse of preparing the latter's q6arterly re

ports,
 
: The self-perception which MIPPE apparently developed concerning its role
 

was 	one of liaison between USAID and the components in charge of the saphrate
fj 	 GOP ministries (IDAAN, MICd, MIVI). Itdid not include negotiating among the 
ministries to actually integrate the components in thesense envisioned bX the 
project design. However, In addition to liaison, it did undertake some specific
 

administrative assignments: (1) establishinf the Coordinating Committee and (2)
 
preparing the agenda for its meetings.
L The Coordinating Committee was to include representation from the five
 
major ministries involved in portions of the multisectoral development project:;
 

+ + Ministries of Agricultural Development (HIDA), Ministry of Commerce and Industry
 
(MICI). Ministry of Housing (MIVI), and Hational Water and Sewer Institute
 
(IDAAN). It's authority was to include (1)approving the annual project bud
gets for all components- (2)analyze end approve changes in project plans; (3)
 
evaluate project progress on the basis of reports prepared by "IPPE
 

Despite th~is heavy administrative responsibility, the Coordinating Committee
 
appears to have met only twice inthe years prior to the evaluationi Neither MIPPl


itt 	 hI' , 	 ' ..
nor 	USAID personnel appear tc have made regular visits to the field to inspect
 
.....
 t.
 

.. 
+
...+ii1%
 



the status of individual projects, although ad hoc field trips to attend an
f occasional seminar or 
escort visitors (e.g., members of the evaluation team)
 
were undertaken. The level of information at MIPPE was quite limited concern
ing 	completion status or performance record of any specific component; 
 since
 
MIPPE was .to'be.-the data source for USAID administrators, their knowledge of
 
the project was also inadequate.
 

The 	integrated area development concept which was central to the accom
pl13hement of Project URBE's objectives was rendered inoperable, finally, by
 
administrative decisions for which USAID is responsible. 
In mid-1982, when
 
only a year of LOP time remained, administrators became fully aware of lack of
 
progress among several componentsi 
 industrial parks and transportation term
inals were seriously jeopardized, and COFINA industries were lagging behind
 

schedule
 

The USAID judgement on this situation was that the project team, consist
ing of a manager and members of four administrative units under the leader
ship of the Office of Agricultural Development must be reconstructed. Indiv
idual projects were separated and made the independent responsftlity of USAID
 
divisions:
 

1. 	COFINA and the MICI small loan program were assigned to the Office
 
of Human Resources Development.
 

2. 	Transportation terminals were assigned to the Office of Engineering.
 
3. 
The 	housing program was assigned to the Regional Housing and Urban
 

Development Office.
 
40. The Office of Agricultural Development was left with a
"coordinating"
 

function over a set of components now in the hands of divisions over
 
which it had no control.
 

In an ironic turn of events, tSAID unintentionally created a structure
 
which was 
the mirror opposite of that represented within the GOP by NIPPE (the

coordinating agency) 
and its loosely affiliated ministries (MIDA, HICI, HIVI,

IDAAN and COFINA). 
 It appears to have functioned more effectively in the USAID
 
environment than in the COP context, at lenst for the purpose of stimulating
 
administrative action. Under this arranement, USAID succeeded in complattng
 
a May, 1983 review of the project and sphciied terms for an 18-month extension
 
of the PArD to December 31, 1984. 
 However, the intograted area development con
cept has been unable to survive the chnnge In administration.
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The explanation for the failure of MIPPE to exercise its coordinating 

function, and an account of other management problems which frustrated inter

agency cooperation will be found in a comprehensive report by Carlos Morales, 

who served as project coordinator from URBE's incepticn Lo December, 1982.. 

His report is entitled, "Proceso de Ejecucion del Proyecto URBE/AID Informe 

General de la Coordinacion del Provecto hasta 1982." 

Morales notes that during the course of the project the position of Min

ister of Planning wns vacated and filled five times. There has been one more 

turnover since hi departure. Nle also reports early disagreements (in 1979) 

between COFINA and MIDA which eliminated the prospect for close cooperation 

during the balance of the project. 

As a con r u ce of the e developments, the evaluation team has pre

pared a set of sep.rat, tdst I concentrate on each the threewic h of URBE 

Project crcnp unent vhich have made substantial independ]ent progress: the 

small budiin:,,:s loan pr ogra:m. administered bv the Min stry of Commerce and In

dustry, ::he helter prograr a in : tered by the Ministry of Hiou:;inp , and the 

present study which duals with the agro-industry loan program under the man

agement of COFINA. 
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CHAPTER !I 

LEARNING ABOUT TITE PROGRAM: 
Information Sources 
on the Aro-Industrv Component
 

Locating the Sources
 

Conducting a project evaluation should consist of 
a comparison between
 
achievements and intentions. 
 The intent, where USAID projects are concerned,
 
is contained in the project paper. 'IL,achievements shourld be fully documented
 
in the file; of the rp:.ponsibl,e agencies, both SATI) 
 and GOP. Evaluration teams
 
do not expect to spend most of lheir 
 time doing detective work to discover what
 
actually took place during 
the life of the project, 
 During the URBE Project
 
evaluation, however, "detective 
wrk" is an accurnte description of onu: per
formance. Nowheore does.this apply quite 
;o well as to tle agro-ln(iustrv com

ponent.
 

Durin; our prelim inary visit 
in July, 1982, to Novelop terms of reference
 
for the eval uation, we l,,,imr 
f;,:i iMr with th, adi;:iini2t rat.ive -trur ire created
 
by MIPPIE for prn0 t m orin;r 7).
;nit (Tab] e We were informed at th, ti:e by the
 
project coordi:aitor h at 
 ,:1h pcrson n hi staff was intir;.teyv familiar with
 
one or another ccpcm:ont- of the o.
projv, We were assured that the appropriate 
staff menbr would work with us o)n squti. phr;es of the evaluation, provid-


When t h- ,,:lu;ti nn [e m arri,'. to login work in .inuary, the situation 
encountrod w n quite 
 iffr,.:t. t itti i]laie F'SAID:; al,la'a fresi (to be des
cribed L,. 
'w) t.', ill iMa I, 1 !iI hisi ! Iw!, 1o: r ;ut ):rriin :sinre' a fIIIl tI!e 
llaisn; ;v,,nrv hadL .li i,.l atr' !- i! HlPP1! an'! we h.d Lien invittid to -stat
11 s h our p i T. ;:-In: c1fir,.u ,tt .r,, ,,, 12 

UIH' aat MIN'> p, o '' ti mw,.lv n . . ' 

s r, in f t i'.:i ro rr(-t.n Pi oj ct 

I. ia! n , in the ferrm of oral re
ports; fro ti,, ":,ipu i5nsrj ,;(r- is;il .,;"lat h. r t hi:. docs'im'nt:;.
 

With 1 ' .rti ,, Inri li,, ,.s ;:,i';i,,.r . ;ii:,'.otr: it; in Table
I 7, tihe following: 
notes m 'a''4. usi u lin rn; ]lahIinq 1-'' p li t: 

I. 'Mast ' PI al'. In,7 1ri,: Ii,- , ( 1 ,iI I,r1,1i, t Y,n . 

T'h, 'r:., in r r',. si';.'. ; r ,1,'t i the tri.t ipr ln];in for l,as Tabl is.
All ,Ihr. w.r, 1, l I. ttmph,t,. hi 1;ne, i)thlng about their statu; or

1), tlh,. r,*spi,,r l*.*, rir-itunitihe'.11;V 'lfil; was not her assi)'gnMelL 
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2. 	 Transport Terminals and 	Housing. 
The 	engineer in charge was 
quite knowledgeable concerning the 
status
of transport terminals, and had made field visits to verify contents
of designs. 
However, since neither project had advanced 
to the point
of 
land purchase, his competence was not effectively utilized, 
 le had
no documents but provided copies of drawings and site plans.
 
On 	 the much more important subject of housing, he knew nothing since itwas not his rcsponsibility. A liaison.person in another MIPPE office
had recently been appointed to represent thn Ministry in dealings with
the inistrv of ousing. 
 She had no 
records and little information.
 

3. 	Industrial Parks and 	Sewer Svstems 
The 	engineer in charge was 
quite knowledgeable concerning the 
status of
industrial parks although he produced no 
documentation. 
 Once again.
the 	preliminary status 
of the project (one in Chitre was 
in the site
preparation Stage, the 	 one in David was less advanced) prevented hisinformation from making a contribution. On the sewer systems he wa's 
not well informed. 

4. 	 Sports -rd Cu ltir,' Centers.
 
The pers.;n at i 
 t thi, .minor component of the project possessed 
little 11.r,:, ion -ind no documentation. 

5. 	 Acro-indi:- im ,
and Small usinessWays
 

These two as': 
 ,nmnts repres.nt the 	major portion of funding for which
u.IPPI: ros po ; ib le: S'6.2 million of the $10 million available inloan fund:;. It vat:; our great disappointment to discover that the engineer respnnibl for both of 
them had neither reconisncr first-hand

field Wael;,rvations concernin; sub-pro.jects. His 	oversight consisted
of periodic visits to the Ml(:I and CONIA offices in Panama City to
obtain fipure.:; on the currnt :taLu;t of (1) loan approvals; (2) expendit u.rq and c l::mi-t',nt:s; (3) 	rp''h r ,ment reqli,t!,s. Thes,;e weretran:;nmi t~t. to, 1;'';D pr,.,ct 	

then 
m:a ,'r for incluihin in quarterly re

ports. 

6. 	 T-Anhn 'a I . iS Uii ii Irainii"
 
Cont racit 
 i, ,r te c ical a'vistanre, "r more properly the lack of it,p'o.'.d t I rat, " ajotr ,bt" iu ion in the :x:ecutiton of all phases ofProjeict W'P',. I),lwI ; f or legal. 1and 	admini strative reasons have pl aguedthe 	 pr iect ';inu, I UP. ((Ii ,q(ilt lv, 	 there w.r; io n''d for a personi 	 hi ; c i),( i ," in 11 n)n' wa'; i ntriduc .l to ut;. In famc t , each mini.;try
includ' d itl tlce l"i,'t 111.1,' it, own ;irran', nvlent ' for recrui t mint oftechnic:.i c i ist. . Thi.' wer- then rrlt,,d thriugl i 11I1I'W for 	111p formi 
approva l;.
 

These brief not 
vs ,:: haitn why it was tice,'.;rv ,forthe 'v,,luation team to cnnduet 
an elaborate records search through IlbSAIN, COFTA and MIPPE for 	whatevesr records 

http:repres.nt
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could be found. The provincial offices of MIPPE were also included in the 
search for documentation. Offices were visited in Penonome, Santiago, David and 
Chitre. There was no evidence encountered to indicate that any of these MIPPE 
employees were maintaining contact with their counterparts who were implementing 

portions of the URBE Project. 

The'situation concerning agro-industries was worse, with reference to doc
umentation, than that encountered with either the small business loans or the 
housing components. However, in neither of the other undertakings,did the team 
find that recorded data was adequate to provide the basis for an evaluation. It 
was necessary for us to supplement file data with other research methods in all 
three cases where it was decided to make a detailed inquiry suitable for the prep
aration of in-depth reports. 

[ 
The information sources employed for all three studies were essentially 

the same: (1) collection of photocopies of such records as are available; (2) 
interviews with officials of relevant agencies; (3) field inquiry conducted a
mong the recipients of agro-industrial loans. The analysis based on'the com
parative evaluation of these sources is the basis for the text of this report. 

Record Sources 

{.~i 

The files of the three administrative units intimately involved with the 
conduct of the agro-industries loan program were USAID, MIPPE's Directorate of 
Regional Planning and Coordination, and COFINA's Directorate of Projects in 
which the agro-industry unit is located. 

1. USAID. 

L 
A. Quarterly Reports. 

The project manager is responsible for preparation of reports documenting 

L 

L 

the progress of all parts of the program, explanations of delays if any, and 

plans for the next interval of time. From the date the loan agreement was signed 
until the end of December, 1978, reports were filed on a monthly basis. The sub

stance pertains to meeting the conditions precedent to disbursement, Beginning
with January, 1979, administrative reporting is conducted on a quarterly basis. 

Each quarterly report contains a preliminary section pertaining to overall 
project administration followed by individual paragraphs on each of the compon
ants# The reports tend to be highly condensed, lacking namon and dates of crit
ical events within bach of the componnnts, 11owever, copies are present for the 
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interval of time between January, 1979 and September, 1982.
 
The COFINA sections of the quarterly reports deal essentially with numbers
 

of projects submitted for approval and the amounts of support committed on 
the
 
-
 assumption that disbursements will be released to cover the amounts approved.
 

Other items pertain to the need for submission of reimbursement requests equal
 
to disbursements. However, the content of these 
reports is episodic rather
 
than cumulative. Subsequent reports never refer back to, 
or attempt to correct
 
or explain, differences with preceding reports.


F This is important because of the apparent "numbers game" being played byCOFINA in conveying the data on loan approvals. The quarterly reports contain 
F the following sequence of unverified assertions:


1) January - March, 1979.
 
COFINA alleges that 8 projects worth $2.5 million are under
 
review.
 

2) July - September, 1979.
 
COFINA alleges that 26.subprojects are under active consideration
 

with an estimated value of $5.7 million. 
Three projects have boon
approved, four are "in final process of approval", and eleven are
in "an advanced state of feasibility study". 
The total value of
 
these projects is reported at $5.7 million---close to twice the
 amount available 
 for lending.
 

3) January - March, 1980.
 

COFINA reports seven projects approved for $1,046,653.
 

4) January - March, 1981.


fTo 
 March 3, 1981 COFINA reports 14 subloans approved for $2.0
 
million.
 

5) July - September, 1981.
 
COFINA now alleges that it has approved twenty subloans with

funding amounting to $2.4 million.
 

6) January - March, 1982.
 
COFINA now claims that 16 of 20 subloans have boon completed; the
remaining 4,are in progress, "It is anticipated that during the
coming quarter COFINA will submit at least one more project worth
$.4 to .5 million. 
This would bring COFINA's commitments to with
in $.3 of the total originally planned." 

7) April - June, 1982. 
COFINA ib abbcrted to hnve a revised target of 22 projects with16 completed.
 

~ L
a 
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8) July. September, 1982. 

.Eighteen COFINA loans are "completed"; twelve more are ",in pro
gress". The report continues.* "COFINA anticipates that during

the next six months most of these subprojects will be reviewed
 
and 6ubmitted for approval by, the COFINA credit committee.' These
projects have an aggregate investment value of.,$3.0 million. Un

4commiited AID funds amount to $1.0 million, which suggests that 
if this schedule is adhered to funds allotted to the agribusiness 
component will be fully committed prior to the current PACD of 
May 31, 1983." 

The number of COFINA subloans reported as either "approved" or "completed" 
is an unpredictable variable. In the vari'us.quarterly reports it changes from 
14 (March, 1981) to 20 (September, 1981) to 16 (March, 1982) to 18 (September, 
1982). Without implying that there was a deliberate attempt to mislead, the 

error factor contained in these reports could not avoid giving a false sense 
of security to AID administrators who are guided by them. 

When the evaluation team assembled and verified the loan accounts at COFINA, 
however, it appears that on March 25, 1983, only 13 subloans were assigned to the 
URBE/AID account. These approved projects, all cleared for disbursement, had an 

aggregate value of $2,034,930. No others were anywhere near approval and no 
more were activated prior to the May 31, 1983 PACD. The "prediction" contained 
in the July - September, 1982 report that "funds allotted to the agribusiness 

component will be fully committed prior to the current PACD of May 31, 1983"
 

proved to be wildly inaccurate,
 

There were no more recent quarterly reports in the file. They apparently
 

ended with the report from which the quotation was obtainedt July - September,
 
1982. This may have resulted from the removal of Lhe project manager who had
 
served since the beginning of the loan program. His interim replacement, who 

served until June, 1983, filed no reports. A third project manager who now
 

has the coordinating responsibility has not yet had the opportunity to prepare
 

:any quarterly reports.
 

B3. Pro ect Implementation Letters (PIL's). 
There are specific and important references to the COFINA agro-industry
 

loan project in PIL's Nas. 23 (June 17, 1980), 29 (October 30, 1980), and 37
 
(May 18, 1982), The first two letters provide USAID approval for the only
 

COFINA loans specifically authorized by lame and loan amount, as follow a L
 

4 • 
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1) Industrias Apicolas 
 $ 148,000

2) Fabrica de Embutidos 
 62,500
 
3) Apiarias Guerra 
 90,000

4) Quesaria Dalvs 
 10,000
 
5) Planta de Fertilizahte 
 500,000
 
6) Apiarias Industriales 
 150,000
 
7) Hermanos Rudas 
 150,000

8) Semillas Superiores 
 220,953

"9) Yiel de San Sebastian 150,000
 
10) Nutripec 
 48,149
 
11) Ernesto Berard 
 62,500
 

This listing also contains some errors 
and reports events that are not
 
operative at present. Loans numbered 4 and 
10 above are not in force at pres
ent: Loan number 11 is the same as number 2. 
While this level of inaccuracy
 
shakes our confidence in the PIL's 
as 
a data source, they do provide names of
 
borrowers and amounts 
of individual loan approvals and are therefore verifiab]e.
 
Nothing in the quarterly reports is verifiable except the U)tal numbers of so
called approvals or completions, 
none of which appear to bp correct. 

PTL' s Nos. 37 and 49 provide authorizations for the expenditure of loan
 
funds for COFINA's techiral 
assistance' requirements. The latter number (dated 
May 31, 1983) is acco:mpanied by the memorandum of agreement which describes the
 
terms under which (HIlNA\ will be permitted to contin e to operate until June
 
30, 
1984 . Them.e termn include 
a time frame for approvals and a dated schedule
 
for processing a set of propo;ed 
 new ;,ro-industrial loans. 

C. Awe it hoc urn '.t t . 

The Penit) a li ;p.'ct tr (:eneral for Audit, Latin America, investigated the 
status and cotnivt of thp ilBIE Project during 1981 (mo;t rWdent data in the 
audit report .trv for June 30, 19S]H). A final report was p~repred and ;ubmitted
 
to SAI)/P'ctna ..
"n Xath 19, 198Y. uli oif the factual dat I of value in the 
USAID filte'n 'd'a o vyleI uped in r 'po nsi, t o tihe audit re ct:;iun nd:t ion:;. inlike the 
quarteriv r iJ 
r:: .iti PI.' d i hi d atovc, tin data inclued !1 ,1'l!;sp e.s to 
the audit m i, m'aini.dind A i i;,ht.r 1 ,',I " f .:WUii icit V ('OQtit u ; h!. , dat-e.; and 
amountts) ;tuid 'i,- i t y ( er i, (if mnro (:upl ott id it ifiat ioU of events, we 

could 
es t~ l Q wd ,io rt.int. t W,,roer' t trmt or f a ;;o).
 
The atdi t ,doto'tl,, wit .b wor(e 1 u::.
t1,, t o iUn llued till'fol lowiny,: 

I1) Au d it ['pItt) No. V 1i'-) I : ri"u- ;. 

P'1'',:', u1- ilt i tr; Ind,! ,p,, t . it11 1).-' i f i,a I v to (Z ' I NA . 
i V(, 

tnlft 'a' 

T111he ' (iII ri ( .'l"g' ti -::i,.,it,, I' '.:; it , of r I iltb)turse
r';,j d rt ting.,,viw ](p ess aiid a pproval pro

cedtre:; to 'xp.dlt,Itht ditr'e-n n l'oviow prot'iw;vs. 
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2) Status Report of September 22, 1982.
 

In discussing audit recommendations 5-6, the project manager 
notes the intent of COFINA to approve a "pipeline of new pro
jects" in excess of $3.0 million "within the next 3-6 months 
(See Attachment 14). 

Attachment 12 to this status report offers a list of 17 loan
 
subprojects, identified by name and amount of loan funds com
mitted ( total of $2,035,899). The list is dated September
 
15, 1982; it is included as Appendix A to this report.
 

Attachment 14, dated September 13, 1982, identifies 12 projects
 
valued at $3,600,600 which are "to be brought to the stage of
 
disbursement in a period of 3 to 6 months". 
The letter conveying 
this information is signed by Pedro R. Mora, Project Manager 
for COFINA. The projects are listed by name, location, activity 
and investment level proposed; this attachemnet is included as 
Appendix B to this repnrt. This letter anpears to be the source 
of the quote from the qnarterly report of September, 1982 (p. 24).
 
None of the 11 projects proposeo for new support (there is 
one,
 
Ernesto Berard, proposed for an addition) were ever funded.
 

3) Statu; , 22, 19(;.of- 7:cbruarv 

This report and it:; attaclhmenst provide the most comprehensive and 
accurate iaselini to he found for an assessment of the current 
problems and pre:;pec ts of COFINA during 1983-1984. A thorough 
study of this report and its attachments is advised for anyone resp
onsible for the fnte of COI NA's loan program (luring the during 
the time extensicrp of the IYCD. 

Recommendati(n No. 1. of thre audit report was that a revised tech
nical assi stance plan should be pr,-pared by .IPPE. This demand 
was ba.rd oin thre findin;, that en]v 78 man months of 266 planned 
had been cntracted. Of $1,0O5,0,() ohli gated for this purpose, 
only $192,821 had been di;bursed by UAI) at tie time the data 
were teported (..ptember 3C, 19F]). 

The status report ill'roratv a5 At tachment I a revised technical 
t 

1982. It bismariz:',; ex nd ituse:; to dat e (9-22-82), inrllnding tihe 
cost of the twe ci'a;ul.a t_i;, P1.i:;si nr R tawli a prnpes(, eXpen Ld t r 
for a ,, :i ility studv oft a ri fpe prod ucrr c peratlve, h|onvy 

assi stance program prepared and W iu>, btydv1 1 P1'!E on September 22, 

prodluc tion, a p1lan for Wi lruiand ovm 1a t in of pro uCc?:, anud a 
stu dy o i ri i t , ndic ,d h,' 11)IAl' (tbe', rn,-Jndu,5rt l rit I ,, ,o coIw 
Pnamaniar n Innt itit, for Appl, i d Agricu-nltuoral 1,sear'In). Se, 
Appendi.' C to thji; repor t., Atiex, No 1_ Ane,:.:(r No 4, under "Pro
yecftisl:!-,,utt ,d:;'" mrelv nowt ; Ht fmancik"o Iha bern pr,vlded for 
19 ArrO Inn ria W am u.inn t .. mill ion. eit her this 
firuir, r thle:t cent. ,In iii Att ,h i nt 12 to the earlier status 
repoirt (5Sd AppendrIix IB) I a correct. 
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Recommendations 5-6,pertaining to COFINA specifically, are 
 4 
consideredi detail in the text of the status,report (pp.,
3 5) and in Attachmets 4-7. This entire set of records
 
is included as Appdndix D to this 'report.
 

The text observes that there has been a complete change in
administration at COFIN A since .the status report of September22, 1982. The new project manager, Casildo Gonzalez, considers
 

that only two of the twelve projects listed in Appendix Bf"show
 
genuine promise of for implomentation in the short run".
 

. But.and meetingsCOFINA haswithundertakenprospective;a promotional,applicants campaignin of-publicity ; ;' : ft, December. From 

this, COFINA has produced a new list of ten potential loan 
opportunities "which they are now actively pursuing". 

The source of the data USAID.included in this status report 
on

COFINA originated at a meeting held January 25, 1983, between
 
representatives of MIDA, COFINA, USAID and MIPPE (see agenda
 
in Appendix D).
 

The minutes of the meeting contain a statement by Casildo Gonzalez, 
~ F the current manager Pf COFINA projects,"that COFINA has approved
V 15 loans for an amount Qf,$2,201,421.51, of which $2,1Y5,075.81 

bs been disbursed, Applications for reimbursement of $1,495.346.81 
have been presented to USAID, of which USAID has paid $1,264,521.95 
andeC. has rejected $194,797.92. This last figure aggregates to the 
sum of $227,136.90 which corresponds to approvals unable to be re
imbursed by USATD, raising the amount available for commitment to 
new projects to $1,820,513.31. 

"For the commitment of these funds ($1,820,513.31) COFINA will present a list of 12 projects actually at the level of feasibility 

studies or evaluation which represent a commitment of $1,670,000
 
which will be committed and disbursed during 11983."
 

Appended to Attachment #4, the agenda and minutes of the January
25, 1983 meeting, is a table entitled "Status of Reimbursements 
to AID-URBE" prepared by COFINA'a Manager of Operations and dated

November 2, 1982. 
it is the source of some of the figures provided

in the quotation from Casildo Gonzalez' statement., It reports

data on 14 loans with approval of funding amounting t9 $2?201?421
Lnd disbursements of $2.115,075.
 
But the observations pertaining to (1) the applications for rem
bursement of $1,495,346; (2) USAID payment of $1,2640,521; ind (3)
412 new projects representing a commitment of $1,670,000 at4 from 
Attachment #7, a year-end report dated January 21, 1983. So is the 
conclusion that $1,820,J513 is available for now projects. 

http:1,820,513.31
http:1,820,513.31
http:227,136.90
http:194,797.92
http:1,264,521.95
http:1,495.346.81
http:2,1Y5,075.81
http:Qf,$2,201,421.51
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The balance of this meeting dealt with uses of technical assistance 
proposed for the remainder of the project, including studies which 
MIDA listed in the agenda (item II). Promotion of the loan program 
to attract additioial applicants for loan funds was also discussed. 

Attachment 5, a letter frorm John Champa,,ne to Augusto Cedeno, MIPPE 
Director of Regional Planning and Coordination, notes that no new 
agroindustrial project has been submitted to USAID for final appro
val since October 1981. According to the PIL's cited above, this 
should be October, 1980. The evaluation team has no record of 
a project approvad by COFINA more recently than March, 1981. It 
is not mentioned in any of the PIL's as having received "final 
USAID approval". 

Attachment 6 is a copy of an announcement advertizing the COFINA 
agroindustry loan program in La Estrella de Panama, December, 1982. 
It is included in Append.ix ). It contains an appended list of 
prospective inves.tors from Chiriqui and the Azuero region. 

4) Status Report of June 21, 1983. 

The fi;nl statu; report on the audit was filed on this date , to
gether with nine attachments. However, the evaluation team de
parted Panama, havino, comp]eted its field work, on April 25, 1983. 
Our documentation on events subsequent to that date is not com
plete. We are lacking this item. 

The project audit wa, a grueling experience for USAID staff and incited 
substantial opposition P andfrom HIPP" , other p overument agencies as reported by 
Carlos Morales in memoir (se p. 19 above for reference). However, it served 

to stimulate, staff me bers of both U;AID and GOP to develop written reports of 
URBE Project performance which were noi available previously or from other sour

ces.
 

1). 5i3r o,ram i Tr, * I)ocumen t S
 

Background on the, rep rogramming 
 exercise is provided in the memo r anduln pre

pared by the eva]:at ion team entitled "Interim .'eport and Work P1nn for the IIRBE 
Evaluation", l .cl ,.r:r to .earon, Febr 'nry 1, 1983, pp. 4-6. The 'meo not,:' 
the impendin ,e:lp ration date , May 11, 19 HI , and th1e fall dresp to ::pendl m,1ore than 

60% of ti, 010 milli on in loane furnd and 207 f the $5.4 mii]l m iII HI; Who:;inng 

suppo rt. 

Th. p rima rV r,(poi,;lbiliy QI I DI) ,lf ci al1; upi ct ,,d in tie lIi, pro

gram dMring tho fir st half ,,I IM , t ,leon, wa; to ,chi v a saltlsfartoy( rpro

grammtng of tie, hlanc, of f rinds. whi c wmil]d j ;t i f v an ,'xten;ion of the, ,xp i ra

tion date. 'lIh i e::riticateen wan; co t in .d in a s, r'|ip.; of dcetiwum ni5 referenced 

http:Append.ix


below, many of which are working drafts: 

1) Draft Response to MIPPE's Revised Urbe Plan, March 16, 183. 

This is a draft reply 
by HIPPE on Marrh 9, 

to the 
1983 as 

reprogramming 
the basi:; for 

proposal 
granting 

submitted 
an exten

sion of the PACI). 

Pp. 4-5 note that no 
1 monthn, and that 

new .nnn,; 
;ubmi..;ison 

have ben :,pprnwed in the 
of reirnbur;ecnt requestS 

past 
con

tinue to ng. 

As for the 'cheduu of new loans proposed by COFINA ; none of 
the projects proposed for February-March have thus far been approved 
althoug h four were scheduled. 

"Furthermore, we have been informed by COFINA staff that no more than 
four of the twelve projects listed in the plan art ie]V to be 
approved during the next twelve months,;. The evs ti mated total val

ue of theqe four projects i,; 04 3 0,000. With appro:cimately $1.2.
million in available credit under the loan and the additional $307,000
available / frm inclnaimed reimbur:;ement./ for new loans , USAII 
estimates; that even with the on'e-year t::t.n:;ion CO1INA will not
be able to utilize $,°1.1 million or more of acirhned UiRhE funds. 

"If 'SAID's , sMtir 
funds ei th,.r be 
the curttjn t May 

at, .;i ccurate, 
r'progrr:rt :or 
31, 1983 !PA.cDI." 

we ;trnn l:'. recc r::nd that tiQ 
othi uO,., or (bobli gat,,,I it, of 

The evaluation team :tronglv 
the end of its inquiry into 
loan pnrram by CAJIIXA. 

concurred 
the cunduct 

in thi:s 
o," the 

recommendLlton 
agro-indi;tris 

at 

2) Draft Treliminarv Umv:p:::,nt (m the MII'PP_ Ft, r r - .a..;min P opoma1, 
March 25, 1983. 

Ti! draft wa. 
andler to co'nv.v 
pos;.1 ,of March 

propared fur N dtiscui;on with Vict-Xinin.tpr 
: him PKAID din;qat , far- ion v.'th hP .IPE 

9, 19 3. 

Alex
pro-

It 
in 

cont. r -id 
0!1nbn','.. 

;i ,p;p nish11 ver;ion of the re;a rk, on (Vl1:1 A ,;l ited 

3) Draft Q !?iwtr;of... e.!tandito Bttwpvn UKAT a XOP'l 
Apr-il 1 08i 
OnI (C'Fl!.' , the drt";l r'vqnvK1;K al ,vur',ll('o that n ,:,!ft i nl1 rv'-
Imhr q-nr imin/'rtr will 

f; ,r);~l;, C( T1* ;,'A 
hp s"tl i pd 

w i I I },~ isu l l it 
nn t:7 i 

r:l t l : . ,, 
l ,u ; 

,I* 
u,,. 
, . ' 

1 , nr'w 
, ly r:o ~ h 

r('Oq i r, i I)r t I , .ipii t .1 t II 1 ' i ( t i,, 

4) P /.L ;No. 4q , a t ., " iv 1, 'XI , wi rh Acr a: n ,, to of::,eritn(tf 
1.'nd or:; indi11. 

T*h PIL v'xt 'wnd'. tli,' 
I),,'emb r 31 , 19jh,;9H4 

1/1'A' f or 
i ittlni (t 

Ilu', Ilril rt at i n murnal 
tporl,'i; s to hme 30, 1984. 

; to 



The Memorandum of Understanding contains the same language 

ras the draft of April 19, 1983 (see #3 above). 
A time schdule is' appended to this memorandum which requiresf that all outstanding requirements be met by May 30 

, ,)~ Action Memorandum for the Mission Director, May 30, 1983. 

This document is included as Appendix E to this report.
It repeats or paraphrases large sections of the evaluation 
team's memoof February 3, 1983, referenced at the beginning 

F of this section. 

It contains tle following crucial paragraph (p. 5):
 
"As indicated in the recently completed URBE project evaluation 

~ I by the Clark University team, the prospect of a ,projectextension 
based upon a revised implementation plan presented two options
for USAID/Panama. The first was to adhere to the original project 
purpose and attempt to reschedule those URBE components which
 
were lagging behind: technical assistance, transport terminals
 
and industrial parks. The second was to recover funds from
 
those lagging components and reassign them to activities which
 
were making progress. ' I
 

"Both USAID/Panama staff and MIPPE administrators are committed
 
rj to try to complete the original project objectives." 

In other words, no substantive reprogramming was undertaken.
 
The original components were simply reaffirmed as objectives
Iwithin
a revised time frame. This time frame is the substance
Qf the Memorandum of Understanding.
 

An extension of the project completion date was advised by the evaluation 
team. Adherence. to the original set of components was not. Neither the trans

port terminals nor the industrial parks are apt to be completed within the new
 
time frame and there is no reason for believing that they will. The housing
 
program will no longer perform its role in the initial integrated area devel

opment design since the funds intended for home construction to serve the needs 
of middle income households have been reassigned to home improvements for the 

L po* 

We have little confidence in COFINA's ability to process further loan 
applications on the basis of the performance to be reported in the following 
chaptors. Furthormore, because of the lagged and distorted time frame in which
 
project operations are now perceived, there is no prospect that the gulding 

premise of the UfBEconceop that infrastructure and loan programs will be
 

-.
{*
 



--31
 

mutually rein-forcing elements inan interdependent pattern achieving the 
retention of population and generation of employment---can be realized. 

FE. MiscellaneousReports
 

The following items in the USAID Project URBE archive proved valuable 
in rounding out.the evaluation team's perspective. 

1) Proposed Framework for Evaluating the URBE Project,
 
-
F 	 May 22, 1979. A methodological essay on evaluation 

by J. Wunsch. 

2) Project EvaluAtion, Rural Growth and Services Center, Loan 
525-T-046. June 30, 1980; 
This evaluation was completed at the end of the first 18F months (to June 30, 1980)., The unsigned document from an
unidentified source consists of four pages of text vith appended

tables and charts.
 

With regard to COFINA the report notes only that six subloans
have been approved valued in excess of $1.0 million and ex
iF pected to generate 430 new jobs.
 

It is true that six projects, currently in operation, were 
approved prior to June 30, 1980. 
But he number of jobs
 
Aenerated b t hose loans is 61 
not 4301 

3) Comments on Feasibility Studies by USAID Staff, January May,-
I-.
 1980.
 
USAID staff popared reviews of the feasibility studies for four 
loans under consideration by COFINA, three of which were later 
implemented. This practise was discontinued. The comments are 
extremely valuable and testify to the technical competence of 
USAID staff members preparing them. 

4) Project URBE Reimbursement Rquests, January '13 and January 19,
1982. 

,ii:.:Discussion of the COPINA failure to prepare reimbursement requests
 

and review of requests received to this date. Seven loans then
 
fouinnforce are identified bye'nme.
 

Thcore of documtaion available on Project URDU from USAtD is to be
 
found in the Rasionallnopactor Goneral's Audit Report, end USAID/PanaAM'. reply
 
to it. The attachments are especially useful since they are annotated in the
 
text and reason for preparing them are explained. Data in the quarterly reports
 

is worse than useless since it tends to convey erroneous impressions of the 

status of the project. Information in PIL's proved to be inaccurate on some 

;~K. important points, Reprogramming documents vera of htgh quality. 



2. MIPPE 
A. Annual Plans and Program Reports.ILN.1cl a rprto
 

Implementation procedures spelled out inPLN.Icl 
o rprto

of
F an annual budget and work plan at the beginning of each project year. Annual
 
reportk eyaluatIng the degree of completion accomplished at the end of each year
 
were also envisioned. The items listed below, for reasons unexplained, have 
been omitted from recent lists of project documents prepared by HIPPE (see 
Anexo No. 4, Revised Technical Assistance Plan September 22; 1982; this doc

ument appears as Attachment 01, 
Status Report on Audit, February 22, 1983).
 
!1 ~~1979." ) Proyacto UBE/AID: Objectives, Functions and Components. May, 

This document outlines the conceptual frame of the project and
its primary goal: the integration of urban systems. 
 It gives
 
an overview of the administrative structure and components.
 

The outline of components is instructive:
 

a) Infrastructure
 
1. Transport terminals
 
ii. Industrial parks.


L iii.$ewer systems.

iv. Housing

v. 
 Cultural and sports facilities.
 

b) Productive Enterprises.
 

i. Loans for small business.
ii. 'Loans for agro-industries. 

,L. c) Institutional Development.
 
01 d) Integrated Plans for Urban Development
 

e) Training of Workers and Small Businessmen
 
According to this document (p. 6).Wit is the responsibility of

COFINA to administer sub-loans provided to municipalities for
: 
 torminal construction and for taming terminal administratorsin their operation and maintenance. This did not occur. COFINAis also assigned the fiscal responsibility for COP funds to beL used inindus'rial park conscruction.(p. 8) 

Diviaion of renponaIbilities between COFINA and HIDA are clearly spoiled out with reforence to agroindustrial loans (pp. 15
17). COFINA is to (1)administer the loan; (2) perform feasi
bility studies; (3) evaluate applications; (4)approve credit;
(5) administer loan agriemants. IIDA Is 
to (1) identify projects
* 
 to be developed; (2) provide technical assistance in preparing

applications and feasibility studiost (3) technical assistance to
applicants In the execution of financed projects.
 



ii-'--' $'*Empresa(MICI) 

r 

This document sheds some light on a question which vexed the
evaluation team and may still perplex USAID and MIPPE admin
istrators. The cdirrent view at USAID concerning the Peguena

and agro-industry (COFINA) loan programs is that
technical assistance should be provided from support funds to
loan recipients (restatarios). Within HIPPE, the view peails'
that loan supported technical assistance isfor institutionbuilding and should go to the administrative agencies rather 
than to the borrowers. 

f + 

In Section III, "Desarollo Institucional" it states that, "The
project will finance a program of technical assistance for the 
personnel who work in the public institutions that participatein the project, with the intention to strengthen national in
stitutional capacity, for (1)planning and assisting in thedevelopmontof growth and service centers.eand (2) to continue 
developing other similar centers in the future...The Ministry.
of Planning will execute all the contracts for technical assistance and training." This is item (e) in the outline above. I 

r 
What USAID officials ad the evaluation team regarded as tech
nical assistance to loan recipients isprovided in this document as "Training of Workers and Small Buuinessmen".i t is 
conceived of as instruction and cursos are to be provided for 
this purpose (p. 20). 

The difference between technical assistance for institutional 
development and training to be provided to loan recipients is 
made clear in the budget. A total of $300,000 is intended for 
training o! workers and businessmen while $1,300,000 is intendedfor technical assistance for institutional developmnat (Anexo 1). 

. -

This document is included ai 'AppendixF to this report. 

2) Progress Report to Juno 30, 1980. 

-:L 

L 

This isan'account of project Ioperations to the end of the first year, On egro-industries, it describes efforts to coordinateCOFINA and HIDA activities. It notes that while the $500,000
revolving fund was established with USAID support, the first 
reimbursement request prepared by COFIHA was rejected "practi
cally 100V"because it did not comply with specifications in 
the loan agreement. 

-

f 

During 1979l COFTNA and NIDA jointly approved subproJocts allo
cating 10.92 of funds available. The slow progress of this component innoted and attributed to "problems of administration 
and internal methods of work for formulating and evaluating pro
jacts.11 The report notes that COPII4A must establish separate
files for each loan account with documentation which will sup-r 
port reimbursement requests. It also obaerves the failure ofHIDA to providoeguidelinas for project solicitation. 

• ++++.:+.+ ++ .. :+.. . + ... ++ + +++ +++ ? " 



The report concludes that for the present year, the cornpletion
7of two loans of $500,000 each satisfies o~ject i'e of accel-the

erating the dispersal of fbndi. 'Th -sck 'of a policy defining
o m
politicau nd eco 'uic object'ives appears to be responsible for 

the failure of the' progrto generate loan applications from 

Progress Report to June 30, 1981. 

" r The tone of this report is more positive with respect to agro
industries. Procedures for.joint.roect,review by COFINA-MIDA
 
have been established and a national agroindustrial plan is to
 
be undertaken.
 

-
 The report claims that 18 agro-industrial loans in the amountof $2.7 have been approved. A program of investigation forF the development of productlive projects has been initiated and 
a technical assistance contract for creation of a system to 
monitor and support loan recipients is under negotiation.

iiF Another six loans valued at $855,433 will be realized by May,
1983. 

4) Progress Report to June '30, 1982.
 
This report is much lesq comprehensive and deviates frdm the
 
outline first presented in document #1 at the be.nning of this
 
section.
 

TheL statement cldimu that $2.2 million hals been committed toprojects but no number is reported. A program of agro-industrial
investigation is being continued and "actually have developedfi:.investigations relating to Aoya and maranon."
 

"Consultants David Ruiz and Augusto Rios have continued to work
 
to implant a system of post-credit monitoring of the loans fin
anced by COFINA."
 

COFINA has engaged in an intensive promotiona4 campaign intend
ed to arrange for the commitment of $1,400,000 in the next few
months. Announcements have been placed in La Estrella de Panama 
and meetings have been held at the local level. 
It is noteworthy that, despite frequent references to work on pol
icy documents and studies of individual agricultural industries 
to determine their suitability for COFII4A support, no copies of1these documents were encountered by the evaluation 
team.
 

1. Reprogramming Documents.
 

The USAID officials maintained a stratgy throughout the Project URB period
 
of not earmarking funds more rapidly than they wore being utilzed by the appropri
ate GOP agencies. Since funds for several components ---transport terminals. 



technical assistance and agro-industries---had not been expended at 
the 	pace re

quired, substantial surpluses had accumulated. USAID administrators demanded
 
that MIPPE produce revised plans and budgets indicating how (1) funds at hand
 

would be disposed of, and (2) how remaining unearmarked funds could be utiliz
ed befdrethe PACD of May 31, 1983.
 

Three revised plans were prepared and released by HIPPE after September,
 
1982, as follows:
 

1) 	Technical Assistance Plan of September 22, 1982.
 

This has already been prepared as Appendix C to t.is report.

See description, last paragraph, p. 26.
The last page of this document presents a budget summary show
ing that, according to HIPPE's figures, $6,058,800 of the original $10,000,000 in the USAID loan remained uncommitted.
 
USAID replied that this document was inadequate since it did
 
not indicate how an accelerated program of appropriate expendi
tures would liquidate this amount.
 

2) 	Revised Project Plan, March 9, 1983.
 
This plan contains 3 
pages of data pertaining to the status

of agro-industrial loans. 
 The 	number of loans proposed for
 
processing during the coming year (12) and the sum proposed

for new commitments ($1,670,000) are the same as in Appendix
D, Attachment 7. They arc 
from the COFINA statement of accounts
 
prepared for the meeting of January 25, 1983.
 

See USAID's draft response of March 16, 1983., p. 29 above.

USAID notes that COFINA staff members now admit that no more

than 4 of the 12 projects listed are apt to be operative during

the 	next 12 months.
 

There is also a section pertaining to technical assistance and

truining. 
Brief extensions of the consultancifs of David Rui:
and Augusto Rios are proposed, together with newly funded studios of the following:
 

a) 	Marketing and commercialization of fruits.
 
b) An agroindustrial system for meat production.

c) An agroindustrial system for dairy products.
 
d) Agroindustrial promotion.
 
a) Agroindustrial Investigations (IDIAP).

f) Training seminar-workshop on an agro-Industrial plan


which is a working draft of the National Plan for Agro
industrinl Development. 

S) Training seminar on management of the African bee 
The text of those recommendations andloan status reports in
 
included as Appendix G.
 

ii 	 ... .. i 



3) Second Revision of Project Plan, May 16, 1983. 

With reference to COFINA, this document contains the following: 
a) A new proposed,list of 15 projects in various stages of 

review. The estimated expenditure for these will be 
$1,973,000. A number if these are similar to (the same 
as?) projects submitted in the list which appears as 
Appendix D, Attachment 17. 

b) Disbursement schedule proposed for these loans. oto 
that 12 of the 15 were to be d~sbursed at least in part 
by the date this is written (October 28, 1983). 

c) Schedule of reimbursements requested fromUSAID.,f d) A revised approval schedule outlining the steps in the 
evaluation of applications and assuring that the review 
can be completed in 66 days (1).

f This document appears as Appendix H to this report. 

*! A chronological review of this set of documents reveals a progressively 

diminishing role for MIPPE in project administration. In the early annual re

ports, criticism is expressed and an effort was made to correct deficiencies in
 

the performance of individual components. Later, it becomes clear that HIPPE's
 

role has become essentially clerical,.assembling notes on current performance
 

from participant agencies and collating them for presentation to USAID.
 

Early statements by HIPPE are incorporated in comprehensive annual reviews
 
which restate and emphasize the role of regional development goals based on
 

fi. the improved performance of growtl' and servicecenters. This theme is completely
 

lacking from later documents, eog., the Annual Report of June 30, 1982. By


4 this time, it appears that the plannors have lost faith in the grand design
 

and are focusing on the performance of individual ministrios rather than the
 

relationships between components. In this respect, they are duplicating the
 

parallel performance of USAID/Panama.
 

3. COINA.
 

The Corporacion Financi~ra Nacional was a difficult subject for inquiry.
 

Officials were cooperative and made positive responses to our questions. But
 

they failed to provide background or context for their answers. Neither docit

monte nor responses could be clearly related to each other. And there was no
 

i::. 	 master file containing a chronological or topical sot of sources on the entire
 
agro-industry loan program, or on Individual subloans making it up.
 

L 
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The file structure for individual sub-loans at COFINA is complex and 
difficult to penetrate. Data on a particular loan is divided between separate 
sets of files built around the following subjects: (1) a legal file contains
 
contracts and approvals; (2) a credit file contains data on collections; (3)
 
there ,isa separate file for project studies; (4)and a separate file for eval
uation and monitoring. A monthly executive report is supposed to be prepared
 

for each project (Informes Ejecutivos).
 
We attempted to collate information from all four files on several pro-


Jects but were unable to proceed further because of the amount of time con
sumed. 
Data quality appeared to be good and coverage was complete. Record
 
sources utilized within COFINA include the following:
 

A. 	Annual Reports.
 
1) Informe Anual, 1981.
 

These reports are more concerned with locating COFINA's
 
contribution within the national economy than with an
 
account of any specific subprojects. 

These reports manage to convey surprisingly little infor
mation that would be useful to anyone. But the pictures are superb. 

2) 	 Informe Anual, 1982. 

Like the previous year's report, this one gives no specific
project data. However, taken together these reports manage
to convince t4e reader that the agro-industrial program isa minor part of the total level of institutional activity. 

B. 	 Other Documents 

1) 	Gulon General, November, 1982.
 
Thio document, prepared by consultants Rios and uiz, is
 
evidently the much discussed Suide for formulation of pro
grams for agro-industrial development.
 

It seeks to "establish general terms of reference", and 
contains the following sections within its 9 poges:
a) 	;,ntecodents
 

1. Chnracter and Justification of the program.

ii. Methodological aspecto for the formulaicon of a program.


h) Elements for the Formulation of Diagnosos and Prognosis.

i. Diagnsis of an agricultural system.

ii. Analysis and description of agricultural products.
 

I 
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As a record source, COFINA was a puzzle, Individual project files 

appear to have been properly maintained, There was no clear answer avail

able to the ques tion which is lh I: oiis from the foregoing notes: why did 

the number of projects reported approved dii.nish from earlier to later doc

uments in the serfies? Mil e files appenr to he compreietsive, the reports 

which were based on them were quite fragmentary. Our solution to this prob

lem is containp.d in the follIowing section. 

Althouh couI ultancies were provided to Augusto Rios and David Ruiz, no 

copies of reports or memoranda frcm them were encountered at COFINA. Accord

ing to Rios, Interviewed in the flu d at Los Santos, his reports were filed 

with ,'JIDA at rhe Coeit Tecnico. The uvauation team visited Eng. GuiIlen, 

chairman of the Comitu Tecnico, but was not able to recover this material. 

No records were made available from the meetings of the Comite either. 

Interview Sources 

Officials re:sponsible for the conduct of the COFINA agro-industrial loan 

program were intervie-wed in Panama City and alSo il Lhe field. The following 

resource perso:; were especially helpful to us. 

1. USAi). 

Persons rvpoaille for the COFINA component of Project URBE who had 

personal 1tns.:lecip'u of its operations were interviewed a number of times. 

These included the foilul up: 

Jocelyn FrPorn( 
J ohn Champ anus 
lar Ian Dav s 
Bernal Vvlarde 
Frank op'
 

Cel so (, -,r.o I I 
Frannlk i I Ir 
1 l: i ..- Ini i er 

Tihe op i n 1 n wa:; widolv shared amongL UtSAII) prsetinel that COF NA was 

extremel IviI ( ),, d,, t in ti i cornduct: it:W AlD-.sn pnrt.,d a1ct-vit I e and ,m

responsivr to reri r"c, for infori- ! (moOF r( ,pliuse withi rogulgttiS= . It wa." 

asserted sveral t ins tip; the Cnral :aunaer of CO]INA hind reiu:,ed retquLts 

to meet with top-lv,. I lATD pr:u nmel to attempt to io,, lx differences.', The 
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explanation for this was usually given in terms of COFINA's relative affluence
 

resulting from generous support from other sources. 

2. MIPPE.
 

Within MIPPE the designated official responsible for liaison with COFINA 

was Eng. Jorge Prado. le was a generous information source, giving much time 

and sharing a ,abstantial amount of travel with us. PerhaP; because of other
 

responsibilit"e-, he was less well-informed on COFINA loan operations 
 than we
 

could have wished. le knew little 
 more than nhat was contained in the brief
 

notes and 
 listinqs he collected for transmittal to USAID. These, in turn, be

came the substance of the quarterly reports discussed above, 

Prado was fully indoctrinated in the philosophy ot urban and regional de
velopment, however, and never tired of reccounting the intricacies of UBE Pro

ject design, an:i the presumptive re lation:;sip between the components. As was, 
so often the case, however, MIPPE personnel failed to convert this knc,,'ledge of 

the conceptual model to a criticism of th~e performance of individual components. 

3. CO INA 

At COFI.NA, our contacts were primarily with S ra. Maria del Carmen de C
deno, the Assistant Prelect Manager. 11er superior, Casildo Gonzalez, also met 

with members of the evaluation team on, several occasions. Both Cedeno and Gon

zalez were f(rthc n-i n and acc e; sibI,. Howevor, neitheor uas especi aly well

inform e o the pe rformance of the apri,-lndti'try component. This was attrib

utablcin b .oth to rceucv with whichases the 
 they had asumed their present 

positi ons. 

In the field, the eviltuat:i oni team isited (OF I ' A of i Jilln both liavid 

and! io; S,-cntc.. Alv.:ra Tallo was in charge of the Ch'tre-os Santos office. 
In David, ue intprviv , .wedSra. E;tribt, tLhe as ; tan Brector, and Igniacio 

Ouinter; , a tptnician. In Jo,; ,.osn 'S ;, Env. Au' u,;to lio; and Daniel "'ou.a, 

both cnn;ult.an ;, wpro ,1o fulrviwd. in Painaa Citv, we visit ed tle MIi)A 

off ic e of Alricen ture Ove I mci acd Eng. \'I1orci , the 

chairman of the Techni'al (;mciittee rep unqihil]u for aipproving fi.i;ihllity 

stud i es. 

It becaLne apparent thgnt our invos ti'tnions point.ed toward i numcher of pol
icy quest ions which o"Id only be answered at the tol' management level within 

http:point.ed
http:cnn;ult.an
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COFINA. For this purpose, we sought an interview with Dr. Marco Fernandez,
 

the General Manager. We were unsuccessful.
 

Original Data Sources 

At tile end of our review of documents and interviews with experienced
 

personnel who had worked 
 with the program, we remained ignorant concerning both 

the accomplishments and effectiveness of the a ro-industrial loan program. The 
most basic question---how many loans are presently in force?---remained unans
wered. Follow-up questiins which were of interest to us concerning" the number 

of emp loyees generated with loan funds, and the investment per new job created, 

could not be answered either from COYPINA files or USAII) reports.
 

In the opinion of the 
 evaluation team, however, our responsibility in
cluded Much more than this. We felt compelled by our scope of work to provide 
an opinion on the rne,:al health of the loan-supported industries, their prc'uc

tivity and performance. [his wa: 'n;peciall' true since reconsideration of the 

budget allocation mna (i to C P NA was an important factor in the rcproFramming 

exercis. Li':i in pr1t;r, 

Two meiasur.s we, und'ur taken to r'medV our l ack cf Substantiv\'e knowledg;e 
after a thorough review of exi"ting information sources . First, we requested 

Sra. Maria de Cedeno to complete an information sheet on each loan currently in 
force. COFINA complid prr"ptlv with this requpnt The resultii, tiIrteen 

responses will he u-ed in ChapLer 7V bl ,ow. 

Secondly,', we undcrto,O . ,rl fi ld trips to visit as manv of the thir

teen operatin: l1an-sqipport. d onterpr :;e5 as posibie . Of the tlirteen lo(in 

recipients, fnur were not (;iyrational for a variet of reansi which will be 

discussed in due, courve. of the rnmainip nine, four were nney--produc r. 
We chne m, of tli e,;, r; rpr1 !at;it'v, of the ;riup, and vlsited all fIfvHe o' 
the onter'. ( ,ii samp ,," t n cI z'ns of 5t1C0 P!i the nine po: h;pi recipi ents 
of fieil visit;. Dat. fr ,m thli f[iid stud ios will aIl bp int.l-od u ed in Chap

ter 1V, which in conernem'-c!d wi the i 5e nt statts of Pf ItNA o rprise:.rt 

Conl 1c1 li; I ensl: 

In :ma' wri V,,, i nf ormation d(,v,,- ,;,',d by tie ,valut 1 Ionn team on COVINA 

from the lnformat ton sources described in thir"chapter faills to satisfy us. 

It In much .1As!;s5 advq1 nate th-n doemurcn t,arv data devoloped on MIVI's shelter 
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program or MICI's small business loan project (Dlreccicn General de la Pequena
 
Empresa). Among the items which mitht have been expected to be present were
 

the following: 

1. Application guidelines for prospective borrowers. 
2. Financial statement s indicatinp the statu; of collections, delin

quency in repayment, and related financial matters. 

3. A statement of techni al as ;istance resources available to loan 
recipients. 

4. Periodic rp,rts:; in i catiny; either the performance of COITNA in 
generating new loan applications, the performance of the agro
industries establi shed by loan recipients, or both. 

5. Analvis performod by COFINA comparing loan performance with tar
gets, lcan .'pplicaits with loan approvals, employment goas withjob<s yenerat,-d, ilnvPstm:ent per occupati on in loan supported enter
prises, otc., 

6. Policv statenntr; for the rtlance of applicant; and loan officers 
indlca t8 the t.'pe ef loans which miMgot be pre f errOd l, COI.A 
becaue f: their prnpCC vo impact on the n-riuiltural euco-'.,'

f :' Panna nod. the.' :c'trn e'r'' ,', ', ,-t. rep in P.URbE.
 

None of wore :
these ava:] , from Y I'PE, COKI!. or USAID. T't, cl(,;.;t thing to 
a program de;cription prepared by COFINA, for e:.:amplC, was the newspaper adver
tisement publishpdt n !A IUst ro laU e Panama (see Appendix " , Attachment 6). 

lowever, nelthe..r .AI 'PE nor U5AII) appear; to have ruq~ues:ted that COFINA 
provide r, O.. u,at... 'a:.it ien whichi i,,ht servt, _ di:c-o; the level of 
its perform n.ce frri'n 07" thr'u 1 ]1982. F:, the iioex.; Ici ni recor! Of 
anyone, in -i:trl y takkii ntg , of I' fac t !hit ()1' 1 A fiail,,d to approve a 
new loan :'.r r .c n:l ]' thai March, h'h i . ' .p.... on.h ', on f icial con
ern over f. I o o bta:ain val Id(re i nrirl-.;e~nt r,'qnst,:; we,re trai:m tted to 
COFlINA at r'u';'l "arli iv;il , ether matter,; of equal importance (.'c, item; 1-6 
above) Wt ti el'.;; i' d. 

Yutit or<::.()re , the'll fi,'Id:AnistraI,'t W ed [liiu ofI rl'imb i mellll;' :l ,.<tn r'equv 

recelv ,d lit tle a tent iont fr" U AID until the iInv':; t fgation by th' RW.gional 

Its;)p,'rtor ,.'t'ra, wIq ofio iul i t,'O,-f 1c0 ';, , 'Ilil l i, o fir t draft of the aiUdit report 
wals r,,rvi,.al (M v'.,,whwr 6), 1981l). It: 1l, l,,w, thatl mlirh Qif thi islulll dloc'ltnme ta

tioi ;re';'n:,d inl this: ch;ipt,,r wil;t ,'i ';. i;it ,¢] withi t ec' th, *iil epOruit' TV['l 

re:n dpiid'ir wan dv',lo,,d a;s part of tOli' ' ''pronr.na nin i':t,'rcI s . 

http:pronr.na
http:r,,rvi,.al


CHAPTEER III
 

PROGRAM OPERATIONS 
.
 COFINA As Source of Agricultural Credit
 

ExDectations and Realities
 
With the information sources inventoried in the preceding chapter, the
 

-+ :evaluation team concentrated on two questions: How had -COFINA discharged its
 

administrative responsibilities to the credit program? 
How had the enterprises
 

receiving COFINA loans performed? 
The present chapter will seek to'answer the
 
first question; the second will be the subject of the chapter to follow. 
In
 
both chapters we will follow the same presentation strategy: comparison of
 

performance with the objectives and procedures outlined in the project paper. 
The 	 expectations contained in the project design will be matched with the real
ities existing after more than four years of experience with Project URBE. 

The present chapter will era~xine COFINa,. -Perf ormance within a framework 
of three sequential responsibilities assigned to it by the project design: 

1. Development of an agro-indusdrial policy, including priorities

for the recruitment of entrepreneurs within the Project URBE
 
target area.
 

- 2. 	Establishment of application and review procedures and-promotion
 
of the program in a manner which will attract loan applications
 
from enterprises which fall within the policy guidelines estab
lished in #1 above.
 

3. 	Provision of supervision, technical assistance and monitoring for
 
the loan-supported enterprises approved by procedures established
 
in #2 above.
 

These responsibilities envision an interdependent working relationship between
 
COFINA, the credit agency, and HIDA, which was exected to devise policy and to
 
prepare studies of specific industries. 
Each of the three issues outlined above
 
requires inter-agency cooperation for success. 
 The performance of all three will 

be considered in separate sections below, 

Policy Issues and Policy Studies 

- COFINA apparently entered into its contractual relationship with Project
 
URBE with h backlog of projects under study valued at $6.3 million (see p. 4
 

- above). The project planners noted that "total identified credit demand exceeds 

by a comfortable margin the $3.4 million- in oublending-'-.- 4- m ''++ '++1+ P ,bI+ m + * +'4 " 	 resources available from" 	 ".. . +..... U l .::
 
i t+ 't bt .... O1 + +V Zi +S + + PP++:+ 
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the project." The apparent glut of prospective applicants probably encouraged
i:.the planners to introduce selectivity in allocating loan funds -7hich were to be 

offered at concessional races..
 

As a consequence, the agro-industrial loan program was hedged with a set
 
of constraints aimed not 
only at generating agricultural employment in the UPBE
 
target area but also at strengthening the agricultural economy of Panama. 
This
 
was to be accomplished by devising an a.ro-industrial strategy for Panama and
 
fitting the URBE-supporced enterprises into its framework. 
For this purpose,
 
(1) a national policy was 
to be developed by HIDA identifying suitable resources
 
and agro-industries, and (2) pre-feasibility studies of particular industries
 
were to be performed by HIDA jointly with COFINA through the former's Directorate
 

of A~ro-ndustries.
 

From the statement in the project paper (prepared in 1978) it is evident
 
that HIDA's policy-making role was an ongoing responsibility, and not an ad hoc
 
assigrament defined as support for the URBE Proj;ect. 
 The project designer's
 
affirme4 the following (Rural Growth And Service Centers AID/BAS-0021 p. 64):
 

...
the Directorate of Agro-Industries, a part of MICt since 1953, was
relocated in the neow Agriculture Ministry in 1973. Since that time
Lit has pursued two principal lines of action. The first is to prepare
feasibility studies for potential agro-industrial enterprises, and, where
possible, locate investors and financing sources. 
 During 1977, the Dir
ectoratoe undertook four major studies: 
 feasibility study for a slaugh
terhouse in Santiago to be funded by FODEN to cost $.5 million; feasi
bility study for a $1.3 million leather industrial complex in Sons...;
feasibility study for a plantain processing facility; aida comprehen
sive analysis of Panama's agro-industrial sector with recoendations
 
for a national sector policy to be coordinated by a kingle inutiution
 
.... Government will use a review of the recently' complated MIDA


*The 

study as a mechanism for addressing the issue...The Directorate's sec
oond major activity is to establish and tomoorarily mana.e processing

p.nLls...oThe Agro-Industrial Directorate nas a protessional staff
of ll,.athret chemical engineers, two industrial chemical engineers,

a mechanical engineer, two economists and one each: 
industrial techni
cian, plant ndministrator and agronomist....
 

S"Additional 
 technical assistance will be provided to the Agro-Industrial
Directorate under the project in specialized processing field, to com.
plement technical assistance being provided by the OAS. Three months
each are programmed in the following fields: meat procesing, oil extraction, fruit and vegetable juices, industrialiation of sugar de
rivatives, animal fod and milk products and three months of an agro
industrial developmenc generalist."
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This quotation has been provided to establish the expectations which existed in

1978 that (1)a comprehensive analysis of Panama's agro-industrial sector was
 
available for COFINA's guidance; 12) abundant personnel resources from MIDA were
 
at hand within the Agro-Industrial Directorate for-technical assistance and
 
studiesiof specific industries, named in the project paper: meat processing,
 

oil 	extraction, fruit and vegetable juices, sugar derivatives, animal feed
 
and 	milk products.
 

1. The National Plan for Agroindustrial Development.

Despite the reference made to it in the project paper; and frequent refer

ences in other documents, the evaluation team could not locate a 
copy of the
 
national sector policy alleged to have been in existence for five years. 
It is
 
clear from our discussions with USAID and COFINA personnel, and from the des

cription in HIPPE's reference documents, that the following were to be prepar
ed:
 

A. 	A national policy statement on agro-industry.
 
B. 	Specific priorities for establishmenc of particular kinds
 

of agroindustries.
 
C. 	A guide to prospective applicants explaining the priorities
and 	technical requirements for developing particular agro

industries.
 

Verification of the ~acus of a national agroindustrial policy has proven
to be more difficult than anticipated. Since we haven't seen it,we cannot be
 

certain that it exists. 
There is reason to believe that HIDA's Agro-Industrial

Directorate possesses a draft. Apparently it has not yet bein finalized (or was
 
not 	at the end of January, 1983).
 

The nebulous status of this document leads to one certain conclusion, how
ever. It is 
not a finished working document, has not been transmitted to COFINA 
and has not been used as a guide for project selection as intended by the UVRE 
Project designers. 

The source for thoa statements is the discussion which took place at a
 
meeting of January 25, 1983, called by USAID to discover the present status of
 

the agroindustrial loan program. 
The moting included representatives of COFINA
 
(Casildo Gonsales), MIDA (Ens. Victor Guillen) and HIPPE (Arq. MHirachi). 
 rt was
 
the only Interagency meetinR of this sort 
 to our knowledge) In the history of
 
the project. t wns called to resolve Ismuja 
 in tho Audit Report (Recommenda
tio m 
5-6 pertaining to COFItA) and also to gnather data for the reprogramming
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effort made necessary by the impending May 31, 1983 expiration date for the
 
project. 
Minutes of the meeting were kept by Arq. Victor Mizrachi of MIPPE
 
(Appendix D. Attachment #4).
 

The following points were 6stablished at this meeting:
 
I.,David Ruiz and Augusto Rios, consultants provided to COFIHA with

URBE funds allocated to MIDA, had developed a matrix that establishes priorities for agro-industrial projects as part of the National
 
Plan for Agroindustry. The matrix, acc6rding to Casild Gonzales,

Project Manager for OFINA', will be used by COFINA as a guide in
 
selection of enterprises for loan support.
 

2. 	Eng. Victor Guillen, of HIDA's Agro-Industrial Directorate, plans

to assign project funds to finance a seminar-workshop for the dis
cussion of the completed document entitled "Plan Nacional.de Desar
rollo Agroindustrial".
 

3. 	USAID inquired if work methods to be employed in determining invest-'C,, ment possibilities by MIDA in the future will conform to the diagnostic (presumably the matrix produced 4y'Ruiz and Rios).
 

4Lit.
Nunez answered for MIDA that the procedure for identifuing
fields of investment is responsive to the matrix developed and 
to the Plan for Agroindustrial Development.
 

4. 	With reference to specific agro-industries, USAID inquired when
 
they will have established a set of priorities for fruit production.
 

Nunsz answered that the proposed seminar-workshop will provide a
 
frame of reference for establishing the priorities.
 

5. USAID inquired when MIDA proposes to hold the seminar.
 

Nunez replied that it will be held during the comiAq year, depend
in.on the matrix and completion of a working docuinten. Moreover,

it requires a plan or norms for developing agroindustry which will
 
guide institutions like COFINA.
 

6. 	USAID suggested that HIDA ought to provide dates, even if tentative.
 
for presenting the program of agro-industrial priorities.
 

Casildo Gonzales addud that COFINA has an interest in developing
profiles for projects through consultancies if funds can be made
availablo. but this awaits complotion of tho matrix when types of 
priority agroindustrios have boon idant fiod.
 

The substance of this meeting would have been appropriate for an early 
data in the developing of the loan program. But it took place only four months 

P4 
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before its conclusionl At this late date, COTINA and MIDA are still making
 
reference to the need for seminars to convey the policy guidelines and prior
ities concerning agro-industries to interested parties and cooperating Minis
tries. 
And the dates for these events are still placed in the futurel
 

The evaluation team 
remains unsure as to the nature of the documents that
 
now exist Oithin'MIDA's Agro-Industrial Directorate. They ma include a 
work
ing draft of the national plan, a matrix developed by the consultants, and a
 
set of priorities for specific industries. However, these documents have not
 
played the fundamental role in guiding the setection of loan projects during the
 
1978-1983 interval which was Intended for them.
 

In its revised plan for the URBE Project, dated March 9, 1983, HIPPE in
cluded a budget item of $3,000 for the seminar-workshop on the working draft
 
(borrador)c the National Plan for Agroindustrial Development. It is to be a
 
model of development planning responding to the interests of all sectors.
 
To the evaluation team, this soundi like a classic example of too little, pro
duced too late!. A description of the seminar workshop appears in Apjendix 0.
 

At the time of the evaluation team's field inquiry (January-April, 1983)
there were no statements of either agroindustrial policy or priorities available 
for use by COFINA, and MIDA personnel could give no firm date for their delivery. 
At the January 25 interagency meeting, USAID also inquired about the presence of 
a guide to be used by prospective applicants in preparing their project studies. 

Casildo Gonzales answered that a guide was delivered to the applicant on 
the content of the study, "depending on the mount of the project". It also 
was said to provide orientation to the regional COFINA offices. The only doc
ument which might comply with this description which was encountered by the
 
evaluation team was the "Gulon General" prepared by Ruiz and 
lioe (see pp. 37
38 above). It was noted in the description of this document in the preceding
 
hapter that it seemed doubtful that anyone could find it useful.
 

2. Studies of Specific Agro-Industrics.
 

Selectionof appropriate loan applications was to have been facilitatod by 
preparation of pre-Coasibility studies of particular industries which were dant
ified In the project papers moan processing, oil extraction, fruit and vegetable
 
juices, sugar derivatives, animal feed and milk products.
 

{I~ -..
i': 




The interagency meeting of January 25, 1983, described above, also re
ceived a statement from Eng. Guillen of HIDA concerning these studies, 
 He
 
affirmed that $50,000 had been budgeted for those studies, of which $29,600
 
had been expended by December 31, 1982. 
 The expenditure had paid IDIAP to
 
performan investigation relating to the production of soya milk, an inves
tigation of cashew nut production (maranon), and has planned a study of fruit
 
trees.
 

wuillen added that the remainder of the technical assistance program
 
should include consultancies to perform the following:
 

A. A study of marketing and commercialization of fruit trees.
5. A study of agroindustrial systems pertaining to meats.
C. A study of agroindustrial systems pertaining to dairy products.
D. A program for agro-industrial promotion.
 
E. A study of the impact of the African bee on honey production.


The MIPPE revised project plan of March 9, 1983 Sives further detail on
 
the work completed by IDIAP, claiaing compleo±'- of the following investiga[ 	 tions: fruit trees, honey production, ,vegetable oil, cheese-making. 'rho 
budget accompanying this report has some additional useful data. MIPPE agrees
F with Eng. Cuillen that $29,600 was committed to IDIAP for these studies, but

claims that only $20,100 was expended prior to December 31, 1982; 
 a balance
 
of $9,500 remains for expenditure in 19831 
 The remainder of $20,400 is 
not
 
budgeted for any specific purpose.
 

With rogrrd to the activities designated as A-E above, the MIPPE revised
plan includes budget allocations for each to be expended during 1983, as
 
follows:
 

A. For the study of fruit trees: $17,300

B. For 	the study of meat production: 21,600

C. For 	the study of dairy products, 21,600

D. For 	the promotional program: 
 5,400

E. Seminar on the African bo 
 10,000

F. Budget assigned to IDIAP for 1993 
 29,900
 

TOTAL 
 $105,800

Zn flarch, 1983, facing the completion date of May 31, 1983, the MIDA component

of the agroindustrial loan progrnm had expanded $20,100 and had a balance of
 
$105.,800 	unaxpended. 
 This also supports the conclusion that HIDA had failed
 
to provide the research rmquired for COFINA's policy guidance since 1978.
 

Q,
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In conclusion, some of the studies outlined in-the project paper were
 
alleged to have been completed by IDIAP. No reports of these studies were
 
described or 
shown to members of the evaluation team. Furthermore, some of
 
the 	subjects covered by the IDIAP research were apparently duplicated in the
 
new 	research agenda set up by MIPPE for the present year:-
 cheese making and
 
fruit tree cultivation. This duplication remains unexplained.
 

As in the case of the alleged National Plan for Agroinduscries, the con
clusion is unsatisfactory. We did not see satisfactory evidence of 'studies
 
completed by IDIAP or by MIDA's Agro-Industrial Directorate. However, we can
 
be certain that even if some studies were completed prior to December 31, 1982,
 
most of the budget remained unspent. Furthermore, the work completed does not
 
seem to have influenced any COFINA decisions on project development.
 

COFINA's Application and Review Procedures and Loan Promotion
 
The 	structure for applicat1in processing envisioned in the project paper
 

appears to have been followed. The proponent of a project makes intitial con
tact with COFINA's Panama office and secures a loan application. He discusses
 

terms of his enterprise with a loan officer. 
If he decides to proceed he must
 
negotiate the following steps:
 

1. 	Preparation of the loan application (see Appendix J).
 
2. 	Prepare a comprehensive project studying following the
 

Gula General (see Appendix K)
 
3. The project study is then reviewed by the Technical Committee
 

which passes on its agroindustrial merit.
 
4. 
If approved, a credit investigation is made by COFINA offi

cials. This inquiry will include the collateral offered (garantias)
 
5. 	The results of the credit inquiry, together with the action of
the Technical Committee, is subjected to a final review by the
 

Credit Coimitee.
 

6. 	If approved, the legal status of the applicant is verified, the
 
necessary documents are submitted, and the loan contract is pro
pared. (See Appendix J for documents inventory).
 

Neither statistics nor details could be obtained from COFINA on the stops
 
involved in the application process nor the length of time required. 
 However,
 
scattered observations were obtained for throe of the nine projects presently
 
in operation. 
The length of the interval between date of application and data
 
of first disbursement was 
7 months (Mioi San Subantian), 11 months (Sarigua) and
 
26 months (Somilla Su eriores).
 

f ,. 	 ..... : , 	 , : . :, r : i 'i
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More systematic observations were not possible concerning the length of
 
time required because COFINA does not report dates on which application forms
 
are filed. However, these three examples suggest that the duration of the re
view process is usually greater than six months and usually less than two years,
 
In the MIPPE revised project plan, submitted on March 9, 1983 (Appendix G),
 
the 	lead time required for disbursement of funds following approval was estim
ated for 12 applications. The range was from 3 to 8 months, and the modal in
terval (six cases) was 6 months.
 

One 	 of the audit recommendations (No. 6) was 	 that COFINA should modify 
its review and approval procedures in order to shorten this interval. 
In 	the
 
COFINA section of the second MIPPE revised plan for Project Urbe, prepared on 
May 16, 1983, there is a section entitled "Proceedings and Justification for
 
the Mechanism of Approval" (see Appendix H to this report). 
 This section con-,
 
sists of an outline of steps required and time consumed in the applications
 

process.. 
 4 

The outline begins with the delivery of documents by the clientito
 
COFINA. 
These documents apparently include a completed project study. 
 It
 
ends with the preparation and signature of 
a contract, following intervening
 

approvals by the Technical Committee and the Credit Committee. It estimates
 
that the time elapsed is only 66 days.
 

The 	document argues that the applications process will be accelerated by
 

the 	following measures:
 
1. 
COFINA will assign a technician with experience in ngroinduatries


to assist the client from the moment he arrives atICOFINA. This
 
will speed the preparation of the project study.


2. 	With reference to the presentation of the study at various levels
 
for approval, a meeting of the Credit Committee will be held every
 
week.
 

3. 	Expansion of the legal department has greatly reduced the time re
quired for contract preparation.
 

4. 	COFINA in providing a team of consultants who will work with the

technician and entrepreneur in formulating the project and shorten
ing the period required for approval.
 

5. 	COFINA is mintaining a continuous program of promotion including

meetings with Chambers of Commerce 
in 	the interior.
 

6. 	Finally, an official of the office of Project Mannger has been

designated to speed up all the exchanges relating to Project UI3E.
 

~iS 



Without intending to dis:parage there initiatives, the evaluation team 

must note that the 66 d.v:; desceribed in the 'tup: outlined in Appendix H{do 

not inclu.de (1) the im.wt.. tlea n Phta ninr the appllication and filing the 

project :;ruw,', nor (2) the intcrvn betwp.-,n nbta mini:, apprnv. i Tind necuring
 

the fir, (:Iur ;emen:;t flan n:u1s . Toi'2e t:o itrvalr ;p:,ir to make un
 

the greater pr oportion of thy t ine required tn ,', a loan.
 

Will ,hOFIM' s'r,'.i;od proee ,r (if actual ly inpl 'em,2n:t speed up theed)

app]i ,ation, 7roc,;? : n the econd rev';.d IPPE project plan of May 16,
 

19R3, there i:; a second ;et of ,, rm tos, f th,, trm .'hic~h will be needed to 

proc.;qsa I t of loan application; umr cIoiVnerat ion at COFINA (see also 

Appedi: H). The time required fer approval ol th <:,prnjpctn range; from 

one to thre . .onth(S are to be arrr..d in one m:nth.. 3 in two :onths, and 

4 in three :c:uhs) .Yollowin.2 the approval, the man unot'. of tie elapsed 

prior to .. o,'itinard at three nth..fir;t disburmut in 


ar, 1Ihile we e.,,witi e.;timatt; ratier tiin actual intervals con

sumed in procer;2nq; real projects one ccnclusion s;eem cleat . COFINA 
a',' be
 

seeking, to anpoite it; 
 approval roce,- astated Hiowever, it dn'n not in

tend to s;hort,'n the ti:me between a c:]lfnt'sr appncrarce to prepare an application 

and the date hP receive: iisfi:r:;t di:hursement .to much lO!;fl than ,i: nwiths. 

Hlowever, i::xon q frc- start to finish would represe;.nt i substant ;1 :mprove

c1eCrit: over pa;" r: Orna .stt 

One furthr :yonit!-''. oh;ner'ation :shouli he included with rofo-runce to the 

fourth of the :;i:x pn;int, in the list of proposed Ntrov'e:nc, o'fevr,.d by cOri NA 

above. Thl-re L; .m exc:let.L team 01 ,cuP:Wtan: W, V 9!4 'l ! t1 who 

renuire as';irtancy' in foruIait.iing their project!. I Otiont', had th.'l , ,',lu 

opportun t'y 1oI:;t,:rvi,,w Arig;w; to R{Io5; and Daniel S'ouza , two rvinv ,er; who were 

working out if (:o( ':;'q L; Sl (tos office in !arch of thi ' year. ':hiv were pro

v di : .lN!;ci s;tLncU ii comI',p ing fea ibi IuIdt! ';t c , ild ,1],;m.lci ringi!, ,',,;Itani
oti ct 

tonoin prnc. 

WO w,.r hi)It' 10 -i',' e IT ; ;e';:M,0IIt , ' ',rniuu (Is) hei r u , ,d -,.,-oi,oppor

tinitlr;for l.roi:du'lqtri,> i to he e;tabl ';lnd within the, R!'BI rcl. irn: (2) t.,ir 

op inion; of tL ' r,'qtq ir n l'A r improiv.::ic,n1 ,t sevor;,I CPUIl*A- nund ,nL ,,,,,k11' prIr 

wh i h we hid v it';ited: l:l (7) w'v' in wi i h i w .ippliic t t(m ind aptrv.Ai proc ,''i 

r'rn"j d h, mp':p,'d It,e ,. No w.ro po iItlve' 1r ' d. -4tv 11 h-i .1f .id'n wl.',', 3il' ;ils 'o 

http:aptrv.Ai
http:represe;.nt
http:inclu.de
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their technical judgements regarding these questions. On the final point, 
they noted that their monthly reports and comments on projects wore transmitted
 
directly to the Technical Comnitthe rather than to the COFINA office in Panama. 
They were unsure as 
to whether the data they were developing was utilized in the
 
decision-making process.
 

Our final comments in this section concern the matter of loan promotion,
 
i.e. advertisement concerning the availability o? loans for agro-industry.
 

COFINA offers no statistics on its approval-disapproval ratio in processing
 
loan applications. However, of the 13 projects currently defined as URBE loan
 
recipients by COFINA, the chronology of approval is provided below:
 

APPROVAL DATES FOR URBE-FUNDED COFINA PROJECTS 
Semester Number
 

1979 
First 
 1 

Second 2
 
1980 

il First3
 

Second 
 2 

1981
 
First 
 5 
Second 
 0
 

TOTAL 
 1
 

There were no projects approved during 1982. The implication from this distrib
ution of project approvals is that either thn volume of applications is quite
 

lov or the number of rejections is quite high.
 
The latter assumption, that tha rejection rate it high, is supported by
 

some M4o$or evidence. Of the 12 projects considered to be active in March of 
this year (see Appendix G), only 5 wore still being procoessed when the tnay
 
revinion of the project plan was proparad by HIPPE (Appendix H). Similarly,
 
in September, 1982, a list of 12 projects tinder consideratibn was preparea by
 
COFWNA (Appendix 0). By February of 1983 (Appendix 1)), only four of those were
 
still said to be in progress.
 



Discussions with Augusto 
 Rios in Los Santos revealed that several appli

cants had withdra'-m their filus because of the length of time required for apprc,
val by the Technical Com.ittce. The:;o _rer:siuns; sug;est the irmportance of main

tainin a substantia] nuer of nc, ar nlic-itln,; i preparation at all times if
 

the aero-indu.trial 
 program i xctod to co:,in,,e. The nrornotiorii campaign 

is the appropriato vehicle for this po rues .
 
In th i nu....!r.. "I :' l Ni t n T
In he .r...,:.... S.,g .,, ,T'DA and MPPE, Casildo 

Gonzaies ]i t1tU a u:Thu r o ne t_ei activf ties which had been recently 

completed. The included .,'suuer acvrti;cunents , radio announceiments and 

meetings wi th the oai Chazniers of Comomrce. Howver, the earliest of the 

newspaper titicm; ( em n, i" D Atchme 6) is dated Dece r 2. An
other (.;ee me 5 :iove) i-s dated .,pAnsi 1 , l95i---,;ix ,,'eo -:sso 0 Ire the pro

ject completion dILtJ. 

Ther s ttfio dc'_-t h t that (D77 NA prmo.-innalL,ffort., k? policy 
developnent for e, ,:ston, Ctrn-lnQnl'trv.t ti, 'id o the Ve year ' co'm1 

life- of Lio pi-2 t tie,- '1-1-inMin:ihlL 

to have, iiiit 1 ,-.rtur pr "'t Ionact vi t: wooud have ben n) 

Ln at t. I' e >a1,2. The time 

De later 

than the s.,- ofacauc 'iwn ti, stramr of !g L of ncw' loan recipients dried 

up ccmplepIv. 

S_, .. '
U 47.,, , C .
 ::, i, tor- ,: 1 1 mlow-lTT . crtvities 

Once oloan 11.15 c.n 1tte, the coopt1Ct!In atencies of 

the rnnt cov ano:.- !If r:-te:usibiity or .;int;:ini n, th, projectnave the 

in a profi - : por;:t-11 (11n,1r11 d sI :r nI, tf1at: lo i fun; aI'1, .u 1 Id for the 

purpc,. ; : ,. Th ,pr c t. -,'r, t. t hatI ) '; to ,Aide tech:i
ca I ss al e., I :,: ; i :, r,''u r n r pu t ,. ,'n tO-n,i!itst :,r 00;o ] f thi 

was to ) ,) c' nun " , by ,"""',l,A , h'iini atr .t Iv. C::.p I 
ThIe p- C"e 5t b "),t, , i -upport for t(ch In stan ce,e ] I0t0iinc a I as; 

studie s %nd prrmotisu s Cfor lows (ura I (rowth and Scrv i ' Cin-rr; ,%ID/BAS-002 

p. 82):
 

A. CFIA $ 7(),000 To he ','d f or loan 

B. MIDA $120,000 To be ,;!" :"or special 

st tldics; (,I p:1rt Ica1ar 
agmro- ildI,;t r ic,;.

TOTAL $1qr, 000
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'As allocated in the MIPPE revised_ pan^of-a-ch 
 18_ h e,. m t recentt, of
 
COPINA budgets available to us) intended expenditures were as follows:
 

Agency 
 Purpose 
 Amount Allocated
 

COFINA 
 Loan promotion in
i 
 URBE Project area 
 $ 000,000 
MIDA 
 Technical Assistance:
 

David Ruiz 
 .35,282
 
Augusto Rios 
 34,667
 

Subtotal 
 $ 69,949
 

Special Studies:
 

IDIAP Research 50,000

Contract Studies 
 65,900
 

Subtotal 
 $ 115,900 
TOTAL 


$ 185.849
 

When the MIPPE budget allocation of March, 1983 is compared with the project

budget of 1978, a 
basic change has taken place. 
The &ind intended for COFINA 
to promote the loan program was transferred to MIDA to finance technical assist
ance in the persons of Ruiz and Rios. MIDA did not assign its regular staff 
to this task as the project planners intended. 

Did Ruiz and Rios function as resource persons to assist loan recipients

in improving their projects? 
Casildo Gonzales, COFINA's project manager, at
 
the inter-agency meeting of January 25, 1983, affirmed that Ruiz and Rios were
 
engaged in monitoring COFINA projects and had provided useful advice. 
 In our
interview with Rios at Los Santos, he stated that he and David Ruiz were 
par
ticipating in the preparation of several feasibility studies for applicants:
 
Procesadora do Granos and Productos Lacteos.
 

Rios observed that since October, 1982, the follow-up responsibility

(Sc uimiento) has been located in the regional COFINA offices. 
This was the
 
data upon which the administrative unit responsible 
 for this function in Pan
ama City was closed. 
 There are 13 active loans in the URBE.portfolio and these
 
are divided between the Los Santos office 
(7 projects) and 
the David office (6

projects). 
 Rios performs follow-up functions for the Los Santos office, and
 
Ignncin Quinteron, 
a COFINA permanont amployae, is his counterpart in David.
 
In David, ob..rved that he visits each project every six weeks to two
 
month.
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Previous to October, 1982, 
the follow-up responsibility was assumed by
 

COFINA's main office personnel. In the case of Semillas Superiores, for exam
ple, a project which received its, first: disbursement in ,lay, 1981, there have
 
been 12 follow-up visits, 
 These took place between November, 1980 and June,
 
1982. These and other data confirm that "isits every two Tonths have been the
 

normal frequency,,
 
At no prnint in thene interviews, however, did the consultants accept res

ponsibilitv for providia;: 
 technical assistance to ongoing projects.- Since Rios 
and Ruin have been ,:,lde responsible for policy-related research and follow-up 
visits, in addtion to feanibilitv studies for applicants, this is not surprising. 

The appoiitment of David "Rui'z fro, May 1, 1981 Aum.sto Rios joined COFINA 
on September I, 1981. 'here is no indicaLion as to who (if -nvone) dchar-,ed 
their a... lma prior to those dats; however, the ollow-up visits were being 

made from Panama durin, late ]i9s)o and 1981. 

The n tehni(a assi;tance conid fiaveahvrtfallbeen remedied by MIDA's 
-,r.. ...... ..... ..... ..... , ,r......... 
 . n ....... .. e t a ... . question at the
 

n...,19F3, . i rcplied that his staff
 
included three idu:;trial chrmi.';, three economists, three industrial 
engineers, 
an indt';trial mechanic, and a l;bus administrator. MIDA appears to have made 
Ruiz and Rios co-Mplet_,1v reSpen, ;ibl for i. t; commi temn t to URBE projects; it 
appears thati t-; ro-0f'1 ( oln taf was; othe.'ie (ocupied.
 

It s:,; c ear f ra: the U;IU{ plan; that 
 the two tpe:,p; of rcsponsibilitv 
follow-,up and technical a:; i.;ta; :e, .w'ere divi,ied between (O17TLA and MIDA. in
 
the month.,: pr or to tht ,;'c(II :;st.r ni 
 I981, :oIlow-up ,ctivit:,; we!re per
formed bv (;OPI~;A;in from ,lnam'hC(t. S then, t.h appoiintienLt of the MIDA cjn
sultants, ,,,is and PI., ,; permi ttd C I,'A to ;:; I i art: o Lthi / ; burden to them. 

MI DA' ; ; to t ft a;-Iv;!nd!uci i it," ;111 providedai techinical 
assistance, :'ricr t,- t:ut;., u (I R. ;1; i a ;,:it~unt , these were perforn
ed. After t11 ;: t 1'a't Inc; ,'rod ii e , partici p",t (,d 

but ill Wlot ;;,, hil ic I 

fhv ill projct .;rudi s:, 

i.; :: t;u, t . At t1. :;Iwm [1il;, a portion of 
MIDA'-; pre-U]hI': r,;pnn.; 'itv , 

policy ,;w ; raim; , r ,, r 

,r the lv l1ep- t.nt f national ;griciultural 

0 .ii a.11 Ri ; alo
 

In abort , lint t (;W~t:I 
 ,1) 1t A tP k ; da -Iltl;a: of thi Con!;iILulfnt appoint

menits to t:raWn:;f r :; h, unkri;n de;;igtlmInr project plan, were to bewhi thi! 
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assumed by their permanent employees. Meanwhile, little or no 
technical assist

ance was provided to the rcipionts of Project URBE agro-industrial loans, 
as
 

will be confirmed in the fal]cwin chapter.
 

Cone us io ns
 

Assed at the b i of this chapter, COFINA and MIDA shared res
ponsibility for the followin': 
sequential componen.cs of the agro-industrial pro

gram under Pcj,,ct URE;E:
 

i Development of 1oicy and priorities for selection of agro
indu:;trins wihich would be 
loan recipients.
 

2. Conduct an app lications revie,.w program and promoLe interest in 
a.gribu'.sine,;; qpnortunities throughout the tarvec area.
 

3. Provide ';ryfu:,:ion, techntcal 
asi:stance and monitoring for loan 
ec pi;t, -. 

Since COFINA ,wa; pruqme, d :n ,nrer th, project in :973 with a large backlog of
 

projects arwwriqirvawn:nt. , it:asr.:m;urmed( thet tiupi , of 22 projects averaq
ing S150,000 *.:oul be v2'.,' rv:ac;wid within the nrj vet ppe 1 

Thu a.; ,umption pirv'',.1 to b, incorrect. Th: ia:;t ('TNA loan project pres

ently opern:0ti;; wa:; $''-1n,' i en MaCh 

.o 

16, 1981. it was Lhu 13th loan-,upported 

agribusines: L, ;,i it from the propra. " 13 proj 'ct, nkfun toether, 

rpresent an of':ndiLur S,2U,02.,N060 i:n UiiE fu:'i,wh n fll]y" di:,bureed. More 
than one-third of the Nan funi "a nver cVm'ittd ad nor' than le-third of 

the nroject. li'?1. :,r support w re never dnt fie. 

The ;,hrr:fal1 :mav be attribut,,d at let in or: to the record e:;tablishcd
by the .iT,inki -rativp p'onricie:, o"d" . ..... ,\., md1, NIA n the 

''ol,,¢:'paortnt; ruvi i d in 

Lhis chapt.r: 

1. A conpruhen-inen i,, .;rliiont of agr in u:;tri a policy, de!;pite the quo

tati on from the project papr at the hoinniur,of thi:; chapt er, ha.; not been 

made ava ioble to ,'ithL Ltrt: 'n01" .A ,,r UKAII) 1y,'.I nA : thM, prese.n t the 
$120J,000) vr'r.in&: !y budqt,;,{,, wi np,,cif in n;t.dtt] ; of l'r - xd t:tr ,: inlt ended, 

to estn ib i j':Li '" 520, i0( hadb oamo,,n, 'i,, ! 'I 
: m: ; pri , b :h- 'iii 2id '1 

i w".tiere war,, r p rt;; in,cliiru lii hm. HP rili'a : fhc. t,''.m-, w i'{ .{Il than 
three monthq f; th,. pr'j,,ct pe,.riodt r'malitnl,;, :l)\w,i!, :;Kti ,I~ fQ_'~lfn!_W_;, ma~k ingo.y 

1. ' t: 'p t :a ! '' of' 2? " prn pou. t%I v ro' ii '.1',(),()() in Ik en 
from to OPA D Qimir( ntrlv Repl rt,q or t i,' lotI'r ho I ! of 108 % TI 
fIji:u ro''; io( ll t .ilppo r III lIhe J 'r 'l;.r 

2. Otur data and tho1'.. ru n.'l!,inni'; rvll'rv';,onnI he' t Iil *i',o! April
15, 1981. TliI won tihe' ,day We' 'omplt.Lvd field wirk oi this project. 

http:componen.cs
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arrangements for allocating $96,000 In-, technical assistance money from'-che p-0 
ject for new studies of specific industriesi These would require the negotiation
 
of contracts with a'-yet-unidenti'fied consultants.
 

There were neither policy statements nor identifiod priorities available
 
to guide COFINA .inselection of applicants for loans during the interval from
 
February, 1979 through March, 1981 in which all presently operating projects
 
were approved. 
Projects were reviewed during a p'eriod when there were no pol
icy statements. If drafts of statements or partial research results have been
 
available since that date, they have appeared during an interval in which no
 
projects we;re successful brought to the stage of loan contract completion.
 

2. The applications review process appears to have taken from six months
 
to two years to complete, i.e. to close the interval between filling out a loan
 
application and receipt of first disbursement. At least some applicants were
 
discouraged by the length of time required and 4 tithdrew. 
 Audit recomendation
 
No. 6 requires COFINA to improve and expedite the review process for dealing
 
with applications. It has provided anlassurance that it can now complate tha
 
reviews in 66 days. 
However, its own time schedules for completing the process
ing of loans now in progress indicates that this is not realistic.
 

While $70,000 was budgeted in technical assistance to COPINA for the pro
motion of loans for new agribusiness in the target area, it was not received.
 
Instead, the entire $190,000 budgeted for URBE techncial assistance to agro
industry was assigned to HIDA. 
COFINA has undertaken some promotional activities
 
beginning in December, 1982. Multi-media have been utilize 1 and some applica
tions have been generated (12 as of the end of January, 1982). 
 As yet, none of
 
these efforts has produced a loan contract. There is no explanation of COFITA's
 
failure to engage in promotion during the first 
four years of the project, or
 
its failure to receive support budgeted for this purpose.
 

3. Neither COFINA nor MIDA appears to have assigned regular staff to the
 
tasks of supervision, assistance with feasibility studies, and technical support
 
of loan 
 recipients as the project design envisioned. When two consultants were
 
rotained for these purposes (in May-September, 1981) almost three years of pro
ject time had passed by. By the time the consultants became available all the
 

loan projects now operating had already been approved (the last was March 16,
 
1981)1 
 They have since ben nactive in reviewing now projects and preparing
 

.:;4.C ,. : , . 
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feasibility studies. 
 However, none of the projects on which they have worked
 
have been funded.
 

The subjects discussed in this chapter hove all been afflicted with a
 
+
7, common fault: disjuncture. 
By the time promotion was undertaken and technical
 

assistance.in'preparing feasibility studies became available, all loans in force
 
had already been approved. 
The policies and priorities which were to be estab
lished to guide COFINA in selecting clients have not yet been formulated, and
 
the bulk of the research to be supported has not yet been conpractea. At the
 
present time, when COFINA has expedited its review procedures to facilitate the
 
processing of loan applications, there seems to be a severe lack of suitable
 
loan projects being presented. 

These points have eon established beyond reasonable doubt but they fail 
to deal adequately with the the central problem uncovered in this chapter:wh. have no COFINA agro-industrial projects,rched the stae of completed loan 

;-- contracts since March of 1981? To answer this question, we must exam [ne the char
acteristics of the projects nov in operation. 
The next chapter introduces the
 
data collected by the evaluation team on loan-supported enterprises.
 

4 -v1 
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CRAPTER-ZViv 7 

~ LOAN,PERFORMANCE;
 
Auro-Industries Supported by COFINA
 

F Introduction
 
t"- Despitethe 
difficulties which have beset the agro-industry component
 

of the URBE Project since its inception, a number of loans have been advanced
 
to the disbursement stage. 
COFINA identified thliteen enterprises which had
 
received credit from the program. Curiously, this figure (13) doesnot corres

pond to atiy of the lists of approvals provided by the agency for the months of
 
September and November, 1982, or February, 1983 (see Appendix I), which contain-
Fed 19, 14 and 12 enterprises, rispectively. Furthermore, the companies identi
flied 
on these lists (and on other COFINA documents in circulation) are only
 
partially congruent.with those to be described belch.
 

It is the intent of this chapter to examine these thirteen funded enter
prises for what may be learned about thvir performance, and how this performance
 

reflects on the management of this program by COFINAA IDA and USAID. 
 At the 
same time, we will develop some insights which shed some light on the enigma of 
the conflicting approval lists introduced above. 

* Desriptive Characteristics of Funded Enterprises
 

Between February 9, 1979, and March 16, 1981, thirteen enterprises receiv
ed loan support from COFINA under the Project URBE program of agro-industrial
 
credit. Their descriptive characteristics appear in.Table 8 opposite. The
 
average amount of URBE/AID support provided is $155,764 per 'nterprise, but the
 

average amount of credit advanced to each firm is $258,276. In other words, USAID 
is only funding 60% of the loan funds advanced to these enterprises; COFINA is 
providing the balance from other sources of credit which are not described in
 
any communications with USAID or with the evaluation team.
 

Likewise, there are agroindustrial projects financed by COFINA without 
any contribution from URBE funds. Examples of these are documented in the
 
COFINA annual reports for 1981 and 19821 Pesquera Taboquilla (a fishery project); 

S ! -Fabrica do Barquillol Hanolo (a bakery); Inqenio la Porseverancia (a sugar central); 
uDallys
Queueris (cheese factory), Several of these projects which did not receive
 
URBE-funded credit are within the target area.
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URBE/COFNA A " IN -USTALLOANS 

Year 

1979 
ist 

Senester 

(All Tc,.: O , COU 

Ent.rpri: 
Nam, Loc;v::,n. ,'rlm:,1 D)it e 

1. Industr-mw. Apicnls 
- oquote. rqti 

to April, 

Typ,, oI 
Indtr' trv 

[taitev 

Producthon 

1983) 

Loan 
Total 

S 151,200 $ 

URBE 
Sunport 

148,000 

2nd. 

Semester 

1980 
1st 

Semester 

2. 

3. 

4. 

February 9 
Ernwto wrird 

Volc:1, . ::!I; i,.ui 

July 2 

Apiarl ;r; 

Bonquot, Chiriqui 
Decohr 27 

',,.ro:v : Won. Agrop. 

A;:uaaulcv, cocie 
,.Ic,, 1'.3 

Meat 

Products 

loney 

Production 

Fertilizer 

122.500 

90,000 

1,100,000 

102,500 

80,010 

500,000 

5. Th', S>: '.':itian 
tUcu, iHorrr,i 

Mv 22 

•1Jine7 
Production 

150,000 133,350 

2nd 

Semester 

6. 

7. 

WmIr;ano:; Rudil, 

t 
May 23 
S ri;':r 
rari . !,rrr.ra 
Septe.mbi, 12 

.raguas 

Honey 

Production 

Shrimp 

Farm 

150.000 

95,090 

133,235 

55,000 

1981 

Ist 
Semester 

8. ,J,;t;is rui, Cogley 
Los Prczo , liforrvra 
teo.nlber 11 

9. 5cm lI o;t (r!:; 
Aiton, CwXr1, 
Janui ry 2 

10. Frtt .:,}W'rtr:(, ;:; 

SaII1 Anrdt , Clii riqui 
*lanuryti 22 

11. A lal:. i Im iii 2 al 
4 cdlon,(ii (ui 
F''lrti K' 

Swine 

Fe'd 
Plant, 

Seed 
Production 

I'a!;ion 
Frui t 
Juice 
IIWiv 

Product in 

47,000 

1 

220,953 

728,370 

150,000 

41,783 

196,427 

186,940 

133.350 

12. Puntt Pin 
Canvtbwo,,,v 

n 
, (Airiqui 

'; i pll 
"rotr 

241.516 214,.70S 

13. , 

.I 
!l( h 

, 1.(),. S.11t i 

:;h 

Prodtic t :on 
110..I 4,16,',3 99, 512 

TT(',%1.., 13 P'ro ,jvUf . 1, 3I l,,72702. 930 
'!u'n V11uu1. $ 2A,.276 $ 1'5,764 

t,"Mrc:' rnv? NA !a.. :h,.,.",n, Appvdll I L,, 
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Industries receivin; COFNA loan ;uppirt (Table 8) are distributed evenl'"
 
with reference to the g~rowth cente2r; 
 f David and Chitre-Lo,; Santos. 2I. K
 
the tlirt'n loan; zr' ~cnceno atd K (:i 
 rqu! while tle other :.'vv are di
v'ide.d betwouni 
 Los Salnros;, C cle, Hierrera .and Nrayuv,.n. H!w,.v,,r, UP,re.itric

tion contained In the prnj rct papr (p. 25) tha't all :shol d h, lca:eti in or
 
near a growth or s;erv.ice coter 
a give a liberal inte, 2retation. fSteS
 
s.uch as MAN& S. sebatian) , Volcon (Erne;to Brard) , San Andres 
 (,RUP!. 
Boqutte (Aplar 5 
 ,.'rr ), P'arita (Sari;'ua), Anton (e:."ills iwrbres)
 
edios (Apiarions Induatria lvn), 
 and S.an Loren:z.o (I'unta Ri nct-,) strai n the de in-

Ition 	of "lear".
 

They are also dis;tributed eve.nlv along an ancendin trnnd line with r' 
 '
erence 
to gro,th, in ners thruh the 'oar'; 1979 (3), 1980 (S), and the f 71t 

,;eM,," of 195l (5) coming to a ruddrn halt. While there waq.ore ubsta: .U
 
government reor'an: ;at ,on and 
 policv c"an". fulowIii the deith of general ,-ar
 
Turrijc,; on Auu; 
t 1, 1.81, th,e approv'al :Q aro-lun!:,t ra. loans fr- U. 	 .:nO5
 
tur:,inat,'i Pir: ,,r in tWa r 10)",e:y 	(Y, rcn : he i . t .. inca n C(;"* ,.
 
opratlon; which took p"ane 
in that nouth w ; tUP Con,lu.i u 0,f ionlg:... 
ment with th,, 'Worl ;ank. or :20 :;11 Oin in int ustrial crtdIft f Ur relendin," to
 
local 
Inv'st nr;. n th opinion of USAIN adnini tratNrn, .tOFINA'% attention was 
d!verte:d to -ur ,ofth, lar; p.oh diibur, ,.,. -, , by r he ,,r id :ani cre it. 

Wi t r . .. to th ,'nta:rpri.:;',othemsel lhe- ;re' a y'ZL;m triLall, c r.,,
trated in :.everal Ind"utr.'s: hotey p'rructl Ion for P'x' rt (4 N121;) , atid shr:'p 

fa ;rmin(2 n) * 's 't u !. ,,INneither of thri,' t" lt v uhvI.; "dI :m str i. 
*ntron. linkar'p; !a .greultur :,pro!I, on wihin the pr IPA.ar ir,o " cllcd f .. 
by th: proj-r-, parr (p. 2.). " 2tih,,r ,nt'rn ;rin;.. cutmpiv nerio I? ' :lly W..01t 
thi; r,'quir,,',,t ... ,r,:i, of 1,,,1l!1napi ti r,.y'i in.il form prOthl(' n 
are f rtQ2 	t.r "l:: ; (-(A2,;), d I ,du ("*n l io. ;tqwrtor,-n), me, 
ing' (Bo,..a, d,.) M tIt l (,1rI"r 1"P 4 ",, ; ("tI11 ! A; ) 

.. o! ;. rum 2 :'M ", ,( ) 'litur(I thil'. 
In d" 	,,pti P. A, tu N. in,, ,1 1I,4" W ",.V ti ll. , 

n1 "f, tlc ,, i .,i,'.1, W thhhr.n 

bt'n ., Mi n. ;qrai!" TOa nl 	 t'in t:%'t "! , -t o 101,"10' a ,1,:,1a1tativ A .
tlr'.Inu,r" b' .',,, i'v (t,. nial,, ,w ' o i r.r,, P , iu.im e,, for I r'I n u ',hrcpoi ant! the, - .In~mallvr ,.m ,rprf.,,,, (01,0.00 0 r','ling) wh'~l(h "a1r, Hnllnr,,, tlhrmidi, Ml(C 4, = 	 1,1 him 
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Financial Status of Funded Enterprises
 

The average funded project has a grace period of 24 months and a term of

7.3 years. Individual arrangements for these variables may be inspected in Tab
1. 9 opposite. The average term of loan is much shorter than the maximum of 15
 
years allowed. Panamanian investors, like those in most developing countries,
 
;refer to make commitments for limited periods of time. 
The interest rates
 
have hold rather consistently at 12.5% for most projects since 1978, although


r cowmercial rates have been in the range of 18-24%.
 
The table contains two surprises. 
The first pertains to the substantial 

number of fatalities encountered in the rather short list of only thirteen fund
ed projects. Enterprises numbered 1, 8, 12 and 13 have all passed into the hands
 
of the legal department. Repossession has already been initiated, as in the case
 
of Industries Apicolas, or is about to take place, as In the case of Punta Rincon.
 
All four projects have suspended operatlonse.,4f
 

Perusal of theinformoseiecutivo. 
 prepared at COFINA for internal distribu
tion (see App4ndix M) conveys the additional bad news that three more enterprises
 

''r
+on 
 the list are being considered for legal action: numberp 3, 5 and 6. The judge
ment of failure is based either on their inability to get into production or to
 
market their products, resulting in substantial deficits and non-payment of amor
ti2stiofl.
 

,Theoverall situation regarding delinquent accounts (morosidad) is the sac
end surprise. Non-payments of $10,000 or more are encountered in eleven of thethirteen clients. Non-payments of morea than 5100.000 are fodnd amUong three ofrthem 
 (and two of these approach the $200,000 mark), The average level of delinquency across the board is $66,857 on a portfolio in which the average face value
 
of the loans ts only $155,764, i.e. 42.92 
of the man, loan value.
 

The situation regarding delinquent accomnt 
Is especially distressing In
* 
view of the recency of the loan program. Four of the clients are still making
 
only payments to interest. 
 Since only one of those is in serious finnncial diff
iculty (number 6) an ominous implication is suggested, 
when the other clients 
who are still in the grace period (numbers 7, 9 and 11) eme ge from it, they may 

*fall Into the high risk category. 
Those data also highlight a disproportionat, rate of failure, or high risk 

*
status among members of a sinle Industry groupt honey producers. Three of the 

'.4 . .4 
 . .. .
 
, - ,:. 
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Table 9
 

URBE/COFINA AGRO-!NDUSTP'IA!L LOANS: FINANCIAL STATUS 

(All loans to April, 1983) 

UI, E Criw" Term of Interest Unpaid 

Year Fntrrie Nome SutD)or! PerP-i Loan RaIte Balance 

1979 1. Industras Apicola;#$ 148,U0 29 11o. 7 Yrs. 12.5Z $199,71" 

2. Erne.to Berard 102,500 24 Mo. 5 Yrs. 12.5 3,232 

3. Apiarias Guerra 80,010 24 Mo. 5 Yrs. 12.5 31,992 

1980 4. Fed. Coop. Asro. 500,000 24 Mo. 9 Yrs. 12.5 23,33 

5. Mie San Sebastian 133,350 24 Mo. 10 Yrs. 12.5 194,011
 

6. lermanno Puda; 133,350 24 Mo. 10 Yr:;. 12.5 12, 52 1 

7. Sar4uWu 55, 00 12 Mo. 5 Yrs. 12.5 42,S38:: 

8. Je:;u:; Coglev# 41.782 0 7 Yrs. 12.5 58,531 

1981 9. Semillia; Superiores 196,427 12 Mo. 7 Yrs. 12.5 42,446",' 

10. FRUASA 186,940 12 Mo. 7 Yr3. 12.5 64,716 

11. Ap:aria: In. 133,350 24 Mo. 10 Yrs. 12.5 9,5830
 

12. Punt .'nconj 214,708 12 Mo. 6 Yrs. i LIBOR 84,606
 

+ 2.25 

13. PunIa i'mcaroi 99,512 0 - 12.5 133,569 

1,01'k. $2,024,930 $869, 145 

# Thwr,' proj.rt-o ire inrbp',rativ,, and In procrvss of foreclosure. 

" Ptiyrenr., c har,,,d on I h o,rw.,'t only. Thin u:,umnly invami ; project is still 
in (;ra.e Pr od. 

Sourre: COFI'NA Dirn !,w t, L.; Appnoix 
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four members of this class are in serious financial trouble. 
Two of the three
 
seafood enterprises have also been unsuccessful. 
The seafood producers'prob
lems appear to be highly individullized and do not Isupport generalizations.

In the case of the producers of miel de abeJa (honey), however, there is evi

. dence of industry-wide difficulties which will de discussed later in this Ehap
ter.
 

Emolovment Generation and Investment Cost
FThe primary objective of the URBE agro-industry program was to encoutage
production of raw materials and add value to them in order to stimulate the re

7i gional economy. The secondary objective was to generate employment in orderto retain population who might otherwise have migrated to the metropolitan 
region. The project paper set the goal of 750-1000 direct I.-bs to be created
Lfrom the URBE investment. The amount to be spent 
per job was to be an averageof $5,000 and in no case more than $10,000.,, 

Since the URBE loan fund provided from USAID sources alone was $3.2 million,
it might be expected to produce 640 Jobs at the $5,000 "average" figure, and 320
 
jobs at the maximum $10,000 figure. 
The range of 320-640 (rather than 750 to
 
.1000) will be used for this analysis. The data from the COFINA field study and 
interviews with regional COFINA office staff are presented in Table 10 opposite.
 

It is conventional in employment generation lending to produce a figure

for Jobs expected in the preparation of the project study. 
For the thirteen

F loans listed in Table 10, the total funding commitment was $3,357,592 and the 
Jobs to be generated were 186. If this ratio was adhered to, the cost per job 

would have averaged $18,052, or approximately twice the maximum allowed by the
 
project design. 
But it was not realized. 
Even with two enterprises in the
' suspended" category with zero employment, 
a total of 225 was reached.


L. To determine the level of investment per occupation generated, we sub
tracted the loan funds advanced to industries with zero employment (numbers 8
 
and 13) from the total loan commitment ($3,357,592) and divided the remainder
 
by 225. The average investment par job generated is now $14,220. While this is
 
40% higher than the project paper estimate, it is substantially below the target

provided by the COFIA pojacc 
studien.
 

The column on the right margin of Table 10 provides data on investment per

direct job for each industry. The range is quite wide: 
 from $5,883 (Ernest Der
.rd) to $44,000 (COAGRO). tn general, only proc'esnors of farm products staid
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Table 10 

EMPLOYMENT PL kNNFD AD'I ' : AT1"ED V:: INVISTMENT PER JOB: 

UPLEE/CO I NA.. I ..... 

(All Lo Lnso Ar" , 19,-3) 

Investmel;t-
Total mpovm'nt Direc t Indi rectEnter-pris, 'no L.oan a 	
per. 

- ?Ilovmrenr Emiloyment Direct JRb 

1. 	 Industirias 151,200 8 13 $ 16,631 
Api colas 

2. 	 Errne.to 122, 500 15 21 
 5,833
 
IDer-a rd 

3. 	 Api ar i 90,000 84 18,000
 
Gu r ra 

4. 	Fed. Cou, 1,100,000 16 25 60 44.000 
Agrop.

5. 	 'Mi.1 :;n 150,000 11 9 	  16,666
 
Se Ii~St 1ia111 

6. 	Iferm~inos 150,000 11 
 8 	  18,750
 
,udas
 

7. 	Sarigua 95,090 9 
 15 12 
 22,959

Inc. 

8. 	 lJe!us 47,000 6 06 _
Cogl,,v
 

9. 	 Semi Ila:; 220,953 85 11 35 
 20,086
Super i or e,

10. 	 Fr-tas; 728,370 63 95 60 7,667
 

11. 	 Ap iaraiza; 150,000 11 15 	  10.000
Tnnru,t. r :, i .; 

12. 	 Punta 241,516 8 8  30,19 

13. 	 Punta 110,963 12 6 

[lica ro 
"I'Imu $3, "37, 92 186 225 $ 14,220 

I. 	 Tl'he tot a I ,,,nh ;t ,heu'lld in comput ing cost pcr job, not just URBE 
I)0r t. I fl. 

2 .	 Frori (",[ I 1) () 1, 1 ;1 ,,1i(.;.'3. 	 Fri~r;i I,','; I, lt r l, det, 	 '. t ',ur v,iy . 
. " ) I iIrI' t , 1'+r, V i r, 

6. 	 /4 . iui.' ,NP t , it. l Vl ha a6. 	 Xo'(t pl upl.itit o lr .* irlti 0t, ffl 	 t2o tLl f!Iall inlv e s~ tm en t p cr .job , 

http:Errne.to
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below the USAID maximum figure cf $10=,0per job. It should be noted, paren
thetically, that the status of employment 
 in several of the industries in pro
cess of foreclosure remains uncertain. 
 It is interesting to note that for the
 
four enterprises with a computation proviied for Investment per direct job who
 
are als9 in financial difficulty (numbers 1, 3, 5, and 12), 
all are above the
 
average in cost 'er worker! 
This certainly suggests the conclusion that lower
 
investment per worker increases chances for survival.
 

Potential for Survival: 
 Field Data on Selected Industries "
 

r 
The precarious position of a substantial number of funded COFINA agro

industries has been documented above. 
Several are in foreclosure status and
 
the majority are in 
arrears on their loan payments. To seek explanations for 
this precarious state of affairs, the evaluation team chose a sample from among
 
the COFINA-funded agro-industries which were not already at the edge of extinc
tion.
 

The following enterprises were visitd I 
thefield:
 
1. Ernesto Berard. Volcan,.Chiriqui. March 2.
2. Feduracion CooperativeAgroecuaria. 
Aguadulce, Cole. March 10.
3. Hermanos Rudas. Santiago, Veraguas. March 3.
 
4. Sarigua. Parinta, Herrera. March 4.

5: Semillas Superiores. 
Anton, Cote. February 9.

6. Frutas Panamenas. San Andrea, Chiriqui. March 1.
 

Since our time was limited, we visited only one of the honey bee operations: Rudas.
Cogley, Punta Rincon and Punta Bucaro wore not in operation. All others were vis
ired. 
 The selection of cases is biased toward the more successful recipients of 
COFINA loans. Only one of the enterprises we observed was later designated as 
in a high risk positions Hermanos Rudas.
 

COFINA executive reports were available for 10 of the loan-supported en-, 
terprises (see copies, Appendix H): 

1, Industries Apicolas.

2. Ernesto narard
 
3. Apiarios Cuerra,
 
4. Fertilizantea COACRO
 
5. Miel San Sebastian 
6. Serigus. 

7. Frucas Panamenas.
 
8. Apiaries Industrialeas.
 
9. Punta Rincon.
 

10. Punta Bucaro.
 
The material from the executive reports has been used to supplement our field
 
obsoervation. whare overlap occurs. 
 In cases where we have exacutive reports but
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no field data, a supplementary set of observations has been added a't 
the end
 
of this setion,
 

1 
Ernesto Berard, S. A.
 
This is
Chiriqui, a meat products factory, or packing plant, located in Volcan,.Th afiou -o he oa ... 

Ciqi e 
 unt of the loan approved by COFINA was $102,500 to be used for
the expansion of the plant. 
 The funds were applied to the coistruction of a new

-building, equipment and working capital. 
The loan was approved in two parts:

$62,500 on July 2, 1979, and $60,000 on December 19, 1980. Payment'periods were
 
set at 8 and 5 years respectively with interest at 12.5%.
1982, loan payments were $3,232.45 in arrears and the legal status of the mort-
As of December 29,
 

": 
 Vgage pledge as collateral was still pending.

According to the COFINA field office in David, the overall performance
 

of this enterprise was good. 
 The factory purchases butchered meat from suppliers in Concepcion, and sells most of its outoqt in Davaid. 
Working at only 50%
pof capacity, it produces 8 types of prqducts including hams and a variety of
 
sausages, the most important of which are hot dogs. The plant presently employs


- 21 persons (17 permanent and 4 temporary). Before the expansion there were only

three employees. Now are two administrators, one technician and the remainder
 
are laborers.-


The main problem which has faced Ernesto Berard is contamination of its

products. 
The plant receives periodic health inspections and it has been found
 
deficient. 
 Health Hinistry inspectors have assisted the company to improve its 
sanitation practises. The co-owner, who gave us this interv ew, affirmed that
contamination has been reduced but not eliminated. The technician stated that 
sources of problem have been controlled at the planto but difficulties remain
 
because of transport of meat to the factory from Concepcion in open trucks.
i. At the time of our visit, COPINA was considering an additional loan appli
cation to purchase refrigerated trucks. 
 If the contamination problem is solved,

this enterprise appears promising. According to the COFINtA field office (David),
total sales of $411,000 in 1981 were increased to almost $600,000 in 1982. 
 With
 
proper marketing and sales strategies, the plant could expand its market area
 

4" and soon work to full capacity.
 
1 
 To insure the viability and growth'of thin industry, we believe that fur

thur improvements can be made in (1) the control of cantamination at the plant
 

http:3,232.45
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Fabricaci6n de Embutidos
 

Ernesto Berard
 

Volcan, Chiriqui
 

Proyecto aviplici6n de la fabrica
 
B/60,000 aprobado febrero de 1980 
 Equipos 
 40,000
 

Capital de Trabajar 20,000
 

Empleados
 

Plazo do amoruizacign: 
 5 afios incluye el period de gracia
 
Morosidad: B/3,232.45 al 
 29 de diciembre de 1982 (Incluye el otro prestamo de COFINS 

11/62,000.00),
 Problemas actuales de ]a empresa: Alto grado de con'-iu.nacion en la planta. Controld, nrnduccion comuras e inventario. Necesita a estu iar la estrategia de venta. 
": ";,W''.i r '. -Coifocci _e;' n de Emnbu idos en la 

1-rpresa Berards,L ,, camrne es remorida de los huesos 

.77--- - . V La carrie deshuen;ada es molida y 
',,'~ I ( I -.4c oild i o n t a .
 

- '. 
 . . La care moIida se cyloca en una niqui
r....---,--' " ..--" - . -. ... ..... O rl It 1 T . )t (' 1b:cu inn e lp1li:t: ic ].a 1 .rtoa empul:nacon tub ola 

-
.- t,,." ~e 

- ''G •~":,~."--5,:" - - " '" , .. car iaE, para;,.. i., q".u.eliut n , ir a~~~~~~~~~~~ . . , . •. . : ,:..... " "; e u . (;E. ; L;~~a rellenii -:qe~~~~s o pe r a dlo ,...,. .... .. ...-- * - por el obrero con el can.co: ,..:.a , ma r o )1 
','.i-.*E;-1 

tubo con la carne molida ;i';a* {....2, por 
.. V; ....... 


Z. otra _Ic tninia qitu amr n a ei tubo-, en7f interval; de aproX:Tnaclaente5 poT gta,-l; creado io,; c:.butidos:"..]i -Id 1snC. iquinavidu (';0ta et;;: i{ v .: c;:: but dos, 

. ': sta;t .- cuerda; de ombt- ido.n !;o coluc :l ,, i co, . adores 
(it, motal. y 'se in ' rIt- (,i 1 1 orIcia ltohu i Lt ( dhumae ma dera Ien;o '1 . (Ote con Ui fu, rvon ci cbrero 

S.L k;, r40' r I cal ocado ci co_;,dAi cion loo;;rrio'r'i ido; en4y e l fp"c on l 'I; o(hl1 barn1) 

D-,!,pt!j
C-"... do, 111 1 r ,,,Aa I):4:)". ), Ic I .I,(I rfTc' 1) fr-, t I iCO
.Ab-0111 o'c a u11 o,., "O,:;i-V otI (iO,,l II()V i ;I n(.hf cw;IilI, , * : 1 to' c :i p1cI Id , ; (Oi 


, .l ,(''"'fl'JI', S
.iP , i il( 
' 

~ , ( / C lll ll . ) I~ ll 
' 

' i, ''d.... *"n I'( T'I1 C 1 ; Ii.1 ; (1( rsfri e 1 ac , * . . ., , . ('I I d o c i(ccIIlia i:f. r e r..V co td i: i riai'("siln, 

i lid i v I thiii 1n01; V n pa e I pa 1-; 1a I!nt . 

, . .,. I /":' "" 

.. . . 
i 

p / *''.' 

http:11/62,000.00
http:B/3,232.45
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(handling methods could be improved), and (2) stimulation of sales outside the 

David-Concepcion area. The Berard enterprise aspires to penetrate tile Panama 

City market. Appropriate technicMl assistance by experienced experts (perhaps 

from outside Panama)could make a substantial difference in an operation which 

already appears to be profitable. To the pre.5'ent time, no help has been re

ceived from either COY'INA or ,:IDA. 

Additional detais of the Ernesto Berard company and its sausage produc

tion accomtanv the honto.:rapis or. rhe preceding page. The sausage-stuffing, 

slicing and roasting operations are described in the photos and accompanying 

text.
 

2. Fed -:icit ,do Cctn(l r~it 4v,,. A ro[iectarias (COAGRO)
 

This is the iar',.'ot iulnbo;in in the p1T2 and it was approved onport folio 

ly after e:t(onsivc re'vie, by both COFINA and USAID. The URBE contribution to 

the financin, of this 5L1,1i0,Q00 project is $500,000, loaned at 12.5% for 9 

years. As-i 1r4 19.2 the paym,-nts btniind byof , wore schedule $23,331.05 

FunIS for tais; pr' j,_,t wt-r urc 1 to uild a .... r. crtil. .r mixin, plant near 

Aguaduice, oclu. 

Thi,;'as; conc-:ve,_ as a capital intensive enterpris.e since it is highly 

mechanized. The ratio of inves;tment to employment genlarateld is hig ier than the 
limit .st bv USA-D for 1;A aro- ntho;,ttri e:;. }However. it was considered accept

able becausei of the sa':. from i1port substitution and the potential reduction 

in cot: t. t, fLaor' .r ThI p 1ant oJ I 1 a;I,- op r.atec by COACRO, an urnbrella 

organi:::i.on :or 32 r ro 1 rai coei,,,r,' ; -:vt ; Ia t:, .m, rb ip of about 

10,000 farmer:,:. 

Th . t .I):; li. i n?. waCs; 5 /::,re SW:ai', (e;(-e photio,: on Ii! owin), two 

,cv Inpages tdo( 'it';ii ; ld wi si il t ilk' 1n). i:ilivi d :; il ed t hI o 1o y is 

empl)Ioyed to pro uic,, :I li] if-7:;fi ion ;acl.; of I,,5 i lI.' p i, ,. (;,ls _lrs .ire 

privae et, rs ; (nt) ;''2 ,r-'; nt t.t t,,i), t . 0':; (' :) .Ird tle! ;',ovrln et't (5:). 

lHow vier, :!t. pr 1 W ; , ilt ,) i t it ,ifl',' ',), I it,. r:ite, 'lt.ti X'.1. 

The Ain ,t, , }iis'., .' rt' i a i t.sI; (.'it) ,i, ''i .. l it ii i tnt ,if i , it:; ,:on-

I.';I-') , vI c 'd S I,., tr c tIn ;, I 1-,-1" ib1!111, : ;( I 1ri' 1: 1 4.tI . Xp ;II't'Im "111, d t 

cent dec I i ,it, Ill ;l' pa.iu'rt, ki . roodut i rclIi, ,0, 0() -o c tn;, ;!1rin . t on t .r.o 

from a r l', 1, ',' -4.35; , i. I 1-,,1 i,,. ;intt , the s, ga r Ind :;,*rv I,; COA ;IO's 

http:organi:::i.on
http:23,331.05


FR? IL1Z,',:,T1-s COAGRO, R. L. 

F'Zib ricZ Ci 611d L abono s v plagijcjdas 
Federacion de Coo terativas Ag,roj)LCcu~rj as David S5iicht.-z 
B/500,0O0 aprobado (URBE) mavco do 1980 11/. ,000,000 aprobado (COFINA) 
Prop6sito d.21 Financiandenco: -eji'~u, cowvrrucriri y c apical de trabajoEmpleados 16 (d ireC tO) EmplecadmSj1 d ireC',oS 12Plaza de amort-.zaci6n 9 a. os itncluye el periCI de gracia. 
Morosida"d: 
 3/23,2331.05 (I:1fornmacit-n al 14 de c'icieinbre de 1982) 

El negocio marcha muv bien. Hav probleinas del admiiiistraci6n de los cooperativos. 

El edificio de COAGRO, 

I"aYALos Angeles, Aguadulce, 4 or0a 4 r * 

y -k 

1 ;, A r I. j 

A. j
 

__Is 

4-j. 

F1 di rector d(: 1.a)1*lnta do 
1%!rt ~ i dt, COACNO, 

n i ii4.-g ti r i C 

-4 A
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largest purchaser of frtili:er, COAGPO operators are increasingly concerned. 
The prospectc for a viable ';umtar indu,,:srv in Panama are dim at tre.;ent. 

On the ':financial ,,side, the m.mnaneir is dis:turnte about the 12.51 interest 
rate charged by (2I'I A. , , f ,i t t , k i nq')ul or :1: P and: ,c, ,! l1ke to 
renegciate the- n r . ,.,r ra , P1 parm;alnent job.; 
There are si : "in a in r:;:.ti en in 1in "!.to Parm in q. ' t, , A,'pril and 

J u l y , a n a d i i i .-al f r , , [t n" o r a ry t nn ar e "d d . hi , - D o j c t c r vitne s u b 

stanvia Wirlovekof t noinwnr al r. T011 . r~ Dct r(:te Sb 
shifts of 20 -' r'or; o:" hired fWr 3-4 da'.':r to load,, ,in!",.ad nid trw isnort
 
about 
 2,800 or; of r w :atriis fVrm thp: port of Awua'ltulc- to 11 p 1 

The :t-r :ot ,ttoi :': -rnnr ,: laceth, that aIl v;r: t!:ra! ica1 usedWA ,:o 

in frtIi v-a i n
c r ar i:,:,ori',,i. Additional t-chno]J .' :;: '.'d by 
IDIAP in tL ';: :, i1 i:a i,, mid pr,'; linr ,,pri' !.. t i i: r " '::ures; and' 
crop condit,n , and,-rE: ual: 1 p c ion n the:o W ob
vions rr'?i'h K*thQ-' ;'cal;uI ('' !()orair. w 2 to, be
 
adqa., for th, yr, ,nt. A 'wr p( 
 e c'', io mar P 't i , ,r . o,'d ; to in, cj 
crea;e prv'; ut Iavv' !o pla,nt u !v;!. :en. Thin. pro,1ni mavh, evro. increasin:-ly 
serious if Pal~ana in a I 'i tur, rO t in,:; to , .1clin 

3. 2221 : . A.
 
Thi.s; !:; onet, oi 
 s:..ra hoe,,- pu,-,ion operations financed by COFINA and
 

it is not doing "oll. Isi atpvnd 
 COFINA loan it; for $133,350 at 02.5% for a
 
tern of tn ".','ri;. ti.-r run our;i v, there are 
 two other honey production loan:; 
grant,,1 "y, CH :FA i v,.Vut, y the Naim- amount (5133,350 to MIN] San2 , ,,:istian and 

Aptar io. Ti, liust .il e;). 

Alfo;nso Puda the, propr otor ha only 'r,.,juv,; ted I j,u3,, of' hin, .aouunt 
and will not Ka.ir further rli:;birqvm,.nt r. A; of flarci, , 9WI, no s;itnificant rv
payment; of t.? loian had been u.ado. ie had el li t,fl't a d'er rral ()f Ili:; 'bli at. ion
 
to ('OF:A unil! 19N4, but It: 'wa, 
 nfd. So fir no It'';'iI6 .l 1ti,)n hit!; be n take 

against. h km. 

Af tr, I.t: (,l ;Irk,. , i -_I, oI, , .-iilf lt ti ' :aI., Ill ttbe w ,'v prttdur r; 
who hav, rctc,!v d (:01 A crdit, theli majr pi ti lmn of hl% bit',.in ,:. IN; Wck of 
-Aeqi'l.ut . n m, ir . Opt'rat t ; .ani'ohvii on';v ,r,,.,'I F:di 1!1 .Iiv a1v in 
poor cOiitII r Ion. Wl Mla: Ion .i il quitalWtv rntor l ar' in()i-e ist c titl .nd(]liihr:tr.
tion i; go ,nrally pYr. The Intter I h. , noi re'gul.tr Wton! rvo f his o,,rat ion , 

http:re'gul.tr
http:rli:;birqvm,.nt
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miel en esto.; ir(1'L 0.;CIcI Sr. Ru ot: 
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i,,.o El prC*:tnmo me realizd Para 
oA9*4~' 4 ~'.la opeerici6n, qtw ya contab4 

mla 
Con400 colmen::, con 300 coIMon:. 

Al ~ adicionales. Solamente ins pocas*colmonas 
 quopaen a n
w o
 
estan localiZadas an este Area.

A, El Sr. Rudas nos asogur6 quo lax 
otras colmonas esan esparcialax 
por toda 1a provincia. 
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and seems to lach knowl, 
.qu of n;impl. accounring and bookkurin:ing practice;.
 
Beyond a fow' j',qir.il expiinditur .. reported verbally, there se::; to have 

been no recnrd of the trs r:Iai, o'f lvo. fulnds. It in tln('2 :r that the fund',
 
were us;ed ! r the,, purn.:; prco raned. 
 i):bt is d ,tpp:o by :in apriarent s;hift
 
in the proprietor'; 
 aut:viti s from ,et-keeppin,; to a fut nitur mt in uprat On 
s upported by a contra't from. the Mini;rv of Educattinu (.dho u ir.'riph,: ,.ind text 

on the precci inr two tOU't ) 

At proent , aiurdi ng to Mr. Ruda :;, he has. only 4'50 beehives and doe:; 
not
 
expect to reach the program::ed total cf 
750 in 1983. COUI 'A ',;f1ield represent
ative lelieve:; that he has; only about 200. In any case, from the 
1982 harvest
 
(about 10 dru:: 55 allon:;: each) no honey h: been .old 
 Ther. are to p)..pec..1,. 

beyond :;o !,rp r l .r : u2.- aiv ; n with a buyer in Cost:a iPci.
 

This projeict i ; al.J wea 
 o e:::plom t 

family m(embers who "r 


inn ,.:::; l o ;,eratin. ,i Ci.i;cr fjve 
in thv hu,;inv:;. , tlir, are on!v three addrt nal labor-

er; (one p,'no:n.ent, two tt:mporary). 
 lo Ol2frv:t What ":;I,:itbIv a Mgh y critical r;
pcrt c.c. nno:;:!.. ,. , o lh +S:hoUR W,... ,'.,. IL wan , t .vide.h U tq th . eval
uati on team . t,iva:' QQ,'-;ati''.,a. lhr..:.t.i:1d:; in ' / 11eba land n z ,riared ± tile
 

bu:; n::;:.l (probab , (i a veyrv !,::,,al:;<c-l ) for Vytar,.
 

H.* f2ail; to iJlder:s;andj the 1i f:rene' btwP('r. 
 Cemdll CtinV, :Uch o;p ration.;
 
an a lo(Wl I t'ie '.l'lih eI crirr 
 in;- '. .tn0 o t:uly '. nt-r'pr;r, r, l n:. wlth
 
eXpIctat. to f:;
02.t ; it,,-: :;l . Hb ha:; .pl irentlv vctiv,,d no "i nia] .;';1;tnnct. 
and no W nw:2i',,:. ,duc.,tion. It s;hmlod he ,1i iv i to anv vi,A tor to hI plan.e of
 
bu:;Iue.:n (wrh Kn h1. ,"itO,p.) that h,' I:. In
Vol:.- need ,il ,ith. 

'i
714 ! :,.rlrultI i;' prd. n o! : [ kl. :".Ie,v t p'" , NA1 CO proi t 
bned (m the a';n':; ln o 
 -' ,,t ::,o ,t;. P'-veet ,tud, ,':; a ,rt tMe poW,e .O: 

for export Wit noth ;' tind rr' t r io .a1"04, with 'h, pla(,,:e,"it ,:" .'novific
 
prodi ct; A. r iii. 
 !".ot 2 OptetletIt h e i 2 her tt tie rh' ,e':.h 1 le cntact,
 

or th,. .:i,.: ' ! ". to 'm ,iul, : ti .
n i, : ."Alv ir n; o he : coulnt:1 ,qi by thct

:01""('. f '1+."+ "o:; t ... ,'' .' ,: n t,, hi~ 'i .i ;: li, de e, e•. i 1p~z 
Of ef..v k .i .; -tw 'in, . Y 1'. Q.ip 1',t 1 I ; ' w, 1j.t c:ti nat hna! ',v' 

'i - h o u, './. pr'" ' . iltl'i ' bV 4)) ! ,',;' t o he ";11 r id . t h al o t h,er 

aosint;:(iri WIiet, 0i"l, ptoldc rt paper: thlat t th,,vi '.wri'tten. ,'ll ld mlet ent.eAr narn ofii'I,~ l |ldl;fl, %-',,r, ,othe'r ,+, hadu1 taw1 tll ov+,d e.laavtyT, A ntuick perunl|l [
 

http:j',qir.il


of supermarket shelves in Panama City should be sufficient to convince anyone
 
that there is a substantial numbe*r of producers operating in the same areas
 
where the COFINA supported bee-keepers are trying to operate. 
This suggests
 
that, failing to export their products, they are unable to get a share of the
V 

domestic marke. 

4. Saritua, S. A.
 
This business is one of two shrimp producers in which URBE loan funds ar,)

invested by COFINA. The operation consists of capturing young shrimp found in
 
estuaries and raising them to marketable size in artificial ponds under 
 closely
 
monitored conditions. The 
 URBE portion of this COFINA loan ($346,936.61) in
 
$55,000, lent at 12.5% interest over 5 years. 
As of March, 1983, loan repayments
 
were $42,838.44 in arrears (the project is still in its grace period and only'
 
interest payments are being collected). Sarifua employs 7 persons (2 technicians 
and 5 laborers) in the field. Total employment reported to COFINA's office in 
Los Santos is 15. 

The ccmpany has had both technical and financial problems. Shrimp pro
ducticn has been poor both in quality and quantity. To be profitable, COFINA
 
representatives assert that production must be increased by at least 5O. The
 
low output has caused serious cash flo problems for the company. In the field,
Sarigus technicians explained to us that their water control system which deter
mines the degree of salinity in the tanks (where salt and fresh water are mixed) 

had been damaged by the breakage of a flume. 
More Important, however, is the lack of sead shrimp in-the estuaries adj.


scent to Pants. There is no hatchery or cmercial source of seed shrimp in 
Panama. Another shrimp producer in Veraguas, Interviewed at the forte in Sona, 
made the same complaint to the evaluation team, asking if USAID could provide 
technical assistance with this problem. 
Since shrimp Is a product which appears 
to have An assurei overseas market, the production problems appear to be worth 
InquLry.
 

In 1981, COFIHA agreed to refinance this company bit required that it be 
$iven more direct participation in managament. At present, COFIA supervises 
All flov of revenue and expenditures, and participates in meatinss of the board
 
of directors. At some point, COFIRA had considered making Sartgua shares 

http:42,838.44
http:346,936.61
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4, PROYECTO URBE-COFflNA
 

SARIGUA, S- A.
 

Cria de Camarones en Estanques
 

..F Samuel Pfir.z Batista 

* Parita, Provincia do Herrera 

r B/55,000 aprobado aeptiembre do 1980 (URBE) 
B1/344.396.61 aprobado (COFINA)
 

Prop6sito del financiamiento: construcciin 
 equipo y cap'ital de trabajo. 

E"pleados 9 

?lazo do umortizaci6n 5 oo incluye .1 perfodo do g'acna
 

Rorosidad: B/42,838.44 y en 1982 e les retAanci6 1 deuda.
 

"El estado del proyecto actualmente no'presenta probleuas do tipo rfcnico

previdndose a cot 
 plaza *1 despague definitivo on cuanto a producti6n.

Opino quo so le dabs seouir dando el apoyo
puternalismo adoptodo por lou promotores,"
 

logfsctico, no sin embargo el 

Es*as bombas do aguas, comprodos
 
con fondox del pristamo, bombean
 
al agua dal mar hacia los ascanquespor Is noche cuando In mares an
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PROYECTO RECFN 

Parica, Herrors 

Este proyecto de produccion de 
camarones cubre un area de 48 
hectares con 13 estanques arcifi
ciales de agua salobre. Algunos
de 6stos se ilustran en lasotog.. 

.. '' 
"" 

Las larvas de los camarones -on 
pescados en alta mar y se ci,ocan 
en los estanques pers compleas su 
crecimiento. Cade estanque con
tiene camarones de m[s or menos 
la misma edad. Estas ya estfn 
lista para la cosecha. 

Se realizan 2 1/2 cosechas al afo 
en cada estanque. 

on camarones se alimentan con una 
mezcla de granos y conchas trituradas. 
U~egan a la ntadurez an aproximadamente
.10 a 120 dias. . 

~stos camarones son protegidos las 24 
,-horas del da de los ladrones: 

iumanos, ves y cangrojos. 

v _7. 

4 

Para cosecharlos, so vacian los estanques y los cama
rones son atrapados an radeo. Aproximadamence do 400 
a 450 libras do camarones per hactares se cosechani 
anualmeneo. So roquire una cosecha do 600 libraspar hoctarea par ao para ubrir los costos y obtonor 
una ganancia. 

A.f1'Vogo Leta ompresa podria tseer unn mnyor produccl6n siestuviornn on capncidad do producir sus propins 0 

" Ok i 

* 

5~Mdpum~to 

2 

~lot 

4%4 

-J- 2.1-Woo 

- larvas 

m a r 

on voz do dependur do Ins poscas an altn 
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available to the pub lic, hur it has not "et taken place. While the future of
 
this enterprise is uncertain at preselnt, 
 COFINA 5emns to have as;urmed ;, commit
ment to its survival. 

The 1tvout,, and-iul,,ctiteci;nic;i lpevi; ion of the Saril ua !;hrinp
 
enterprie:- e qite 
 .nnr,:;;ye. It .lpm..,-: to have h,l the b efll('ijt o ,ood
 
project i and-::iI .irlta 
 t iA f Ca :;:I t ;inct in dew in;;with M:,:mliiNte
 

problern of ,at.yt-l 
 in! ff o'r,.en.* A.-, with the nirketi,:; prob
lenm.:; e nun r .i I ~l, he-,':v ,:'i; ,
n r; nll I prlcurement

of seed :;Snre::: ,. ,,' r, 
 ':, ! "n:,Int rnational ,i probably, iI' ircc, 


mus:t be tapp.-f 
 ni ,t':: 1,*.' r,.'eirch ::1v b need,ed. Within n1n1,, MIDA may
 
be able to prI.';i,, ;orn, :1';: ;itance through 
 bDIA---perhir, withv.' contrancing 

expatriate (:2ll;ltat:;
 
Further lti is thiie Sari-ua oper ation appoer in tile 
phioto lavout, With 

acco-qpanvii, text ppteari., on tile precedinz pa,, The pictare!; document that 
some of tfiQ 2 leVloent .venerated by thue preject take Thethu form of :;ecurity. 

tanks are t''1irdud 2
un a .- ;'ncur b0.;is bcau.;, of tih: in:4v of the crop. 

5. 1,:: u .;!].: r ,r 


This i ; a cc)ms(,rr ;.-lAl rice so.. ruct;s inw plint loacte d at Anton, Cocle.
 
It involve:r c lean n: ;, ';; 
 ;:tin:"i:ar'in iIi '"i quali ty rIce seedn );cn.-da 
 Ior dis
tributIon thro 
 ;ihout I',la. The !:rurce ef the e's] Is Cu 1 irntIla anui Cos; ta RIci. 
All cI a''',; se'.rI ar, cc,:rt if b, 1s'I .0, l' 1)r,, pLlnt .11(1; t ,t-d on farm,; 

1 t:o r,: 1_ n 11 I',:1!.;t:' -r o . t; a ;oei i ,d i. ,f .. ,., r ,n h, .: .. 

h -, " ,' a, re,,,'r 1rl~ t~h ,' ,Illd] t ,r 
 , I fl l lr p ro c ir e d 
loria ly Alr -ids:, ar' s, (1 w :i ', P, in: !I pl!2 I v 1,.'14.li I in the fil
prov.'.:; ,ft]- ,t rice varlet le.,. Te:-.t:; to det.r.in, w'oet h r ';ultihl,,v.riel s of 

coe rn ;iroj 0 ;h -. iiican),, p rliw J t -4ir n '.. Ii ' 

Al .thw ertification ()f i!: ; riot . ,d i t.,::i, ted.h f r: - hit.t , , this; 

:, 12, 7: ot.,rq .,t f r Vi';,'. w''; 1; "I',d ft ,t ,I'On ii, in;', u I.q , ip-I.)Il, u 
M nltt (;IdrF 'r ww'a'; l.rs' t ;in alt,,;rod r 4)rl,4I, :,, ,i I. ,'.',, i .'u,, i. 

31 , 19 .!, 1oan r'p:v;'.i ,;n-ere .. , . in,' ,, ,, r'. a. tti'l', , , ;:nn ,,or F ,b
, ;,,-cotjl) ,.inL I (-d ",.r,:,n9 :,'".'l: I wL ri-.l th;.l,t '11,,1,1wi',I ill, to+ t"is,..
 

Th r0 ,'ct i pp.,,.ap ',r:; o.,i )i;1 'rat : ,'s*;? IIcI1 ': l Ir t1l,' b,'gintTillIn', 
.11 IOI T"h 1 t '()- 'thwit ;roh I Itinn Da. -c,,ihr " , I'l'Q 1,ctt or t ()2 F A, the 

http:det.r.in
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owners maintained 
that current cost 
 were much higher than tho;e which had been 
estimated in the project stud , Init!O cash flow P)roblems were attributed to 
the excensivP iosh af L~imo r'-:rr by , , :;o prorne: the loan. Funds only
became ava ,l, 5?,mn"th, anr rho data 
of appi c ition. De 'tj thin, first 
year oDeratic:'e,or, iM2r[*'-; as qU2d O'fuict; r..iv, wide ;acc-ptance and
 
total :;a; :.ce' e
les ,.n":!,n,'donilh ,, .,o l;l,, r,+,' r"e"r 

Duri:' , ;,;or. ,Ji v,.,Pr inn,i:'-: ! ait,::lttan n th, ccmrpany lim.proved.
 
Sale, ere 
:tr ,' A;,i *."11 ,':d-,i-':e,,ar 'III i*- 'Jihow, I a rrofit for 19F2. At present the ccmpanyv. pl'n :o r idditionn.! fI n:,,nrq,, tn !aupir. tr production. 
linwe''r , Lk" o - inn inpr'.i-.d ,xprn:; .:1 an.,, di a:at i::: action writ h CnFINA.
 
ThI. t "ti 'atf"-a 
 ;i hii,'l eoadn madi :Yn the p lant ;airpi the :oan war cor
pleted. For x+,:,in,, , +'yorJ . Cu(p.clc', . 2"l ;o_ t cn a ' t . " to po"by
 
aptply)ing :or in I ;eind;t.ria laa friom(It
W/ladlnali'.
rca:' hWira-u ,It: it. was re
peateod 
that nto anctril or , nancitaHI ,rvic. Ics"h Von rp-'-vd "r.m COFINA. 

5 :,ili:; ;uvriir,; ,'' : r 1 ar.;ynt; .r ' t . i ' , (3 , and 6. per'n 
temporary), 
,tni aiut 15-20 workers in & , ri.,ce 
t id . : ri::;, a. v'.',:; t the
 
number of or.,r: in tL, field ,,i D,,.,; ima ;,s.na.
 So far as th, ,:'.'nlu;ation
 
team could dac!-jrin during "t; :
itr 
 i';.iit, thin ik a -eIl-dOined and effic
iently operated Ksaincu; fillin- a dIf ititu 
 nt_.i'a -laian qiculture. 
As in the r'ai; of ErnretO i,rard , howvor th,h ,rc,m tr o thi:; ,ontorpris. have 
ben in bukin,,;:; for a tini br of year:; ('I). Th,. a=ount of CpIiA inve:; ment is
 
377 and the clicnt'a inveaent i'; 63Z of the _,Iaount expendeC. 

6. Frr.a; . , .. (A.MPA';A)
 
This project, located act An
San rn: in the uplands of Chriqui, produce!; 

passion fruit (Wrnrny ) and ,.:trArtn and procPnii the juice commercially. it 
It su p po Id to he an xp o r t-n r: n t ,d i ndu :stry . V .cieUR B - ] na n of 018 6,9 40' r pii : nu - Q , m f $ . ( ,/0 
part of a lar:'',r tant p;inv ,'; ' ,ci over -I .i I l (]n-)I l,:i; tnvolvin l !-ix 
dlfferent ,.loin I term vurfli; soullrces.. (AI'INA Isathe larip;t lnil,.r witt, an ivx

po:;ur, of Q7:, 0.37).
 

lh'cau, of I nn i iv lena; ,a i. f''cnini'. tp],.:. ti, hi;; ha!; been a diff-
Pcult prno;,lrr to ,v l,,-,t,,. At p r,,'nw, h, plant K bvIn, ,,itpratod on an .xper-
Imntal basis; and its re,.al potential ito.1 ,nkj .i nce It1 Isa on lv hetInt operated 
at 40,. of , aca t Th' lel'al ';tatu'; , cortf'tv. . ind.. othor c llter l ; ;ti 
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unresolved, and the firm's cash flow shows a serious liquidity problem. ,As of
 
November, 1982, FRUPASA's payments were $64,716.13 in arrears. 
The last payment
 
was made May 14, 1982.
 

On the technical side problems have also developed. The farm of 70 hec
tares which.is operated by the company has suffered a fungus infestation. Fruit
 
is also purchased on contracts with 60 small farmers 
on the outside who operate
from 3 to 15 hectares each. The infestation has been combatted successfully

and technical personnel in charge 
of the plant appear to be quite bfficient.
 
Although their only product is fruit juice, they are looking forward to the 
preparation of extracts, preserves, and concentrates.
 

The employment impact of FRUPASA is broad. 
There are 25 employees at the
 
plant (5 technicians and 20 laborers), and 70 on the plantation. 
Most of ther fruit ispurchased from the contract growers mentioned above. At full capacity
this enterprise could contribute significaprn.otlieeconomy of the region. 
From the standpoint of the URBE Project design, FRUPASA (like Ernesto erard) 
seems to be a perfect industry: 
 it has backward linkages to agriculture, util
izes local labor, and provides a quality product which adds substantially to the
 
value of the raw materials utilized.
 

However, also like Ernesto Berard, FRUPASA has a 
marketing problem. 
Evi
dence that a substantial amount of maracuya (like honey) is being produced for
 
the local Panamanian market can be obtained at any grocery in Panama City. 
Even
when supermarkets are out of milk, they offer many varieties of maracuya juice

in their refrigerated dairy 
display cases. Preliminary efforts by FRUPASA to
 
capture a local market share appear to be unsuccessful. The'availbility of an
 
export market, therefore, appears to be crucial.
 

A preliminary contact was made in California but it 
seems to have been a
poorly designed effort. 
Once again, as in the case of honey-producers and the
 
shrimp farming enterprises, some intern.cional contact would seem to be needed
 
if fruit production is going to.prospor. As with other projects in the URBE pro
gram, it appears chat FRUPASA has not received any help from MIDA-COFlNA with
 
reference to its marketing problems or 
technical difficultiqa. While the project

is technically well-designed, it obviously cannot become profitable while oper
ating ct 400% of capacity., 

Further details of FRUPASA's nperation appear in the photos on the pro
coding page. 

http:which.is
http:64,716.13
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The foregoinq six accounts represent the sum of observations obtained by 
the evaluation team from field visitq; to COFTNA-supported agro-industries which 
had benefitted fr eon IURBE Projec(t financning. However, executive reports (Tnfores 
Ejecutivor;) were Nhared with u:; by (X)FINA. 'he;e arc prepared for Internal di':

tribuiion and have not been indi , t' y v,-.rified; however, they reflect the 

perspective (btai:ed by the 'pom;or toward th,;e projects and are useful for 
that purpose. C ir:,i ,, O(F1'iA. l',d not- ';erveA its owni nc rets by present

ing thuse *,: V,.rpr-i in ,An "tive po:;ition. 

The follwin s;ix brief statements are baqed on the Informes E- ecutivos 

which appear in Ap)pondi: 

7. Tos, " t . ..K ; I :APA A) 

The r it ., -, ti i rpri se : s know''n arnang the office ,taff as Ma 

Abeja Rein,'. Nr a tpri ;, w:; the first he,-keepin, venture funied by COFINA 

a com::.:, . in '9'") u is ,() year!;with t h,O T!e le s.;ev,'rn at 12 57, 

The ,zip-ild , on icount 19l,76!) one the()In: thi:; ( i; o: the I,'r;,;t. -n COFINA 
portfolio. ,V ;':,::5ror had r 'v' Ya'' n ,: ,rol:' .. , . ,, . , I .r ::., iIrA for 

the sam; pr l, i :; n, in d, .,'t u ,,r, yec:' w'i - -:, ,'.'al .'r tlo . it appear; 

that some of the r, l witer,, pl(,,i.ed t) '(( NA; kin2 . I, t t,:crid h'., i)S. 

The ,I f't,.;tlih ;r ,!,,<,, : i '. , ( .. , rut. pr!!.rH tr,.:.s 'all; to 
receive folicw-,p vi:;:t., C)INA Va. tr ,:i K., . , ti, :,r,:1iooe this, en

terprise. A judg iI) iIn . i'oli:.:mr.tor , ':,r..:-v ,; . for the prop-IHI, 

erty :a Feb.ruary 2q, 19H, "Thar,, ,pp,, :q- h,o a,. !",,rit=: ques;tion roncerning 

the use; of ] win ,iml.; ," - ), , .t(' , t.:; p"fj,(c. 

. Ai _l- ! t'- ' '"_ :-.. . 
Like I,,, thi:; b'-kie,.ping venture does business from,, Boquete in the 

province of WLur iI .. WIth $8),O 1( I UI.M : fund in;, i I st one: of the ::;rallcr 
COFINA .rro-ind a;trl Kann, wi i A Irm of liv, year' a 12.5 i:urt, t. A 

It, thil! ,a rsf I11wA,' , t hi., 'nt ip ri , a, ;a p i , ', A tlan. ITt ,, r 'filn-

It h .v ,rv,'r .'d, I U it iiI) t *(j i'); ! :A ,)it I :r h in. I t hI cv. l IoI d ' i a11,,1,, ,1 n, 

hill; ino";,; d]o q) llot,und 'l ,.1, l ,,,,. r , , w, .111(f 1t;,v ,. nIt( llv Ill.' . }.,[r,,l,t 14.ey w ,, r v 

to halve nlpvrnLvd I,1[( ho,,! h v - in,,; tll,,l hin;MW p~r,,i ,,t but h,tv,. ,iiv~l a°,;,t prv!.,.nt. 

http:prv!.,.nt
http:pl(,,i.ed
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Apparently, the bees contracted a disease colorfully designated "Loque Ameri

cano" 
Because they are not knowle'dgeable in the business, they have only obtain

ed a harvest of six gallons per hive, yielding a total harvest of 14 tons. At 
the current.price of $825 per ton, their gross for the year will be only $11,550. 
The promotors, says the report, have no knowledge of administration, "and no 
idea of their financial status, status of profit and loss, control of inventory 
or other aspects of administracion." 

The report concludes by noting that the mortgages intended to secure the
 
loan were not registered in the loan agreement. The ::eport condludes that if 

the status of the mortgages can be clarified so that zollateral can be attached, 
then legal action is recommended. 
It was observed by officials in David that "La
 
AbeJa Reins" was recruited as the technical advisor to the operators of this

enterprise. Her business, like theirs, was baled in Boquete.
 

9r Miel San Sebastian 

This is another honey producing project, this time located in Ocu, Herrera, 
with a loan of $133,350 from URE resources. 'The loan is for ten years at 12.5% 
interest. Most of the investment ($113.,395) is for working capital. The project
 

has had financial problems and they are not able to sell the product. 
The com
pany has a huge delinquency of $194,011. Furthermore, the intended pledge of
 

collateral in the form of mortgages has not been secured by COFINA. 
The company
 
has sold some honey this year and has a letter of credit for $40,000, payable on
 
delivery to the shipping firm. They have promised delivery o the ship on Febru
ary 20, 1983. The credit official recommended that COFINA wait until February 20 
before taking further action since the promotor has promised to make a payment
 
when he cashes the letter of credit.
 

This project is one of many where the collateral pledged was evidently in
 
the form of goods or equipment to be acquired from the loan. 
 This arrangement,
 
while fairly common among Icnders at concessional rates in Panama, creates prob
lems when the project experiences financial difficulties and it is necessary to
 

take legal action. 
 It appears tha' COFINA, all too frequently, has failed to 
secure mortgages on the equipment or goods after delivery. One gets the impres
sion from COFINA that they would like to intiate proceedings against Miel San 
Sebastian but couldn't recover anything if they did.
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10. Aniarios Industriale,;, S. A. 

This is the last and mos;t recent of the bee-keeping operations. It is
 
loacted in PKemedioA;, Chiriqui, 
 ind has the same amount of IMBE financial support 
as Miel San ,ba t i n: S111 , 350 ... In2nisTh repavale ove2r t el years at 12.5%. 
According to COFINA , Mn'. i' the, v oc o: the hiony-:nakern who 1; doing well. 

Their unpaid halnanc 'i VOv 5'..,2, 

The c,:1,p ;., ol,; , .. , t-t i ., ,l ,., loan p'vmecnt wa, in December of
 
each year. Laa( 
 :I () ,', .: ; thIs e htcau:;e the hirvent oi hoteV begin s
 
in December and ccont i,:,n 
 un::til April. 'Theyv reque;t:ud a rev ised program date
 
located in the month of 
 v. ThoIrp have been tecdhnical prol1iMn; hut C:I,NA ex
pects tLat tI:e 
 :)rujt: will reach it; objctive of "2,(}i( hiv': diuring th,. 

coming ye: r. 

An .c :-:.;anv': nr t chiia:ril rep.)t note-_ tiit Al :'.% prs; ntly ha'; 988 
hives, in prdnlct.io a;': will harvinr O.7 ton,. The i ncome is Ltimated at 
$66,577 for :hy- yar. 'OFN certainly compar:.; favorahbv with the f;;ure:; given 
for ArfarJ , ,, rra : :,. A ;;;:irCn-.. . ,th'" have n .... :In''.... 

11 .,I!IA~~~~~~ ]'il1 1P ~ ~ , 

This ; narr.i:;: projPcQ a ii:;>. ;- located at San Loren:.o, Chiriqui. It
 
receivc;1 a m 
 ]W . ,70A frn MIE fund:,, for a potid of six y.'ar,; at LIBOR
 
(London Intrih;k Of..rars:' ,at,) plu:; 
 2p ,int:;. TV- r'anoiqn for this rather
 
high rwayon'rcial inturet 
 r."te are not xp laincd. Their level uf delinquency is 

S8 4,6n6. 

' r ior, not ;I:hat. the pro ,lu 1!; far behind in rlhtioll t ts s che:d
ule. COFMNA do"l:)t thei capan-t' of t h, plrot,or to follow hthrl""en,, ito it.t nptd 
to got addltion,- t fi ndna ing fmrorm N," t wa: r,,fs;d. linlil r ithr proj Ir;, 

the mort ;a,,, ";n-rant.n for tli:. lon appoar o be va]lid. It I!. ",r;i'',d thit 
COFINA ,:hculd tnt,,rve.ie Ie.:al ly to reov.r it% in'vvntmiot . Ti piolJt ha,; never 
beCOmvT oporatia .l, aIt !Iou;;ic n1o r'ains *r' given. 

12. Pu':.i* iPocarc. ;. A.
 

rii. 1i, ny' pr, I 'ft W'. l,,rate, InIn .; :;,M tiro , Lo 
 :;.,"anio . It received
 
finanral ,r,; ikent ,1 S9'9,512 fromn UIRBL;. Tii. project never ',c;mn' tpern

tionnl. U.mn fun&,. .ere' OhIa.iItag,-A, d t hi, C" ';cpanv h:n't tn i credltnr, . The' pro
j prt W.s b,.'n Forec,-.losid and ,a )icrem.,nr f,.m INt,' t,,. We,'crort IN ,iwalt-d Olnce 
merongL~;ag.. .:'i;iraint oeq w rvi n ot,'.;I', y W*l, Ir', ii,,. Inutn!,.'Ivm. he r'o h }ilr!chr for 

http:tnt,,rve.ie
http:prdnlct.io
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COFINA to recover its money. Although we saw eight outboard motors on the
 

office floor at the COFINA regional headquarters in Los Santos. They had been
 
recently recovered from the entrepreneur, COFINA hopes to reclaim enough of the
 

project to locate it with another promotor.
 

1h a.final'note on the project status of COFINA's ogre-industrial loan
 

portfolio, current information on reimbursement requests transmitted to USAID
 
by COFINA is appropriate. In September, 1982, in connection with the Status
 

Reporton Audit Recommendations, USAID reported that the total amount reimbursed
 

to COFINA was $1,225,074 (see Appendix A). 
 By Nay 16, 1983, after the passage
 
of eight months and a substantial amount of encouragement, COFINA had requested
 

reimbursement for $1,345,355 (see Appendix H). 
 Thi., latest data appears as
 
Table 11 opposite.
 

Performance of COFINA Agro-ndustriest Conclusions
 

The 	following generalizations have b..n..supported by data introduced in
 

this chapter:
 

1. 	No COFINA project presently in operation was approved more recently
 
than March 16, 1981 (Table 8).
 

2, 	The total amount of funding advanced by COFINA to these clients aver
ages $258,256. The URBE portion of these loans averages only $155,764,
 
or 60% of the total (Table 8).
 

3, 	Where the average value of URIBE agro-industrial loans is $155,764, 
the average delinquency on repayments (morosidad) is $66,857 (Table 9). 

4, 	Despite designation by COFINA as the "active" U84,four of the
 
thirteen projects are inoperative or in process of' foreclosure
 
(Table 9)
 

5. 	Assuming that the project design intended to fund 22 projects at 
an average level of S145,500, and generate 320-640 jobs (see p. 63) 
at an investment of $5,000 to $10,000 rer Job, we may examine the 
COFIUA accomplishments The project design requires 15 to 30 jobs 
per industry; thus far, COFINA has provided 20.5 (Table l0),.but at a cost of $14,220 invested for each person employed, 

If the losses from Cailed antoerprises are kept in the numerator 
(all URID funds disbursed) while the persons who have lost their 
jobs in those enterprises are subtracted from thi denominator (all 
persons presently at work), then the cost par job could reach a 
vary high figure over the next few months. 

6. 	Dompite substantiAl interv ention by USAID and MIPPC to secure forth
er action on raimbursement requests, the position of COPINA in May
had not improved significantly over the previous September (Table 11). 
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The review of enterprise:; which resulted from field visits, intt'rviow, 

with COFINA reg; ional off ce. p,,ronnol, and perusl1 of e.ecutive r(ports was the 

most produc-t I'o portion of th,. &''.'inatinn. .umm:a': thlii'. act:; pre,;.nt d i'n;;r::in-


the prec'dino :,'to n of thi:; ch pter, we' h. ve 
pr',pard 'iTable. 12 oppnO'it( which
 

places each of the thirite : vnterpr:nc:: in a four:'-unit c!an,'.f ,:at .n.
 

Cla: A ,nterpris..; in Table 12 requ,,ire 
 nothin: ' !rhou :.'orablp world 
economic ronditi on; and a ;prinkin of oOnd 1I(-k. Th'.v wi l1 repay their loans 

and probabl y d :sla'y'iav 'Ic.t (ncL1 (onoc g'rowth. (K.1v COAG;.'O In t:hi, blu1e
 

ribbon group of aigre,-ind,::tri,,, ha
; ,;riou:; prob ,.:n:unoir-ut ili ed capacity. 
We believe that thin in correct l1 atrr ibuttd to the. world :arket in cor=erclal 

crop:;. While. It i'; intvrve'nti to control , it han, niot svriou:sly threato''conid (r 

('lie d the survival (,t' ,he ,'rpr';,:. 

Are there comm.,n araLctc Lic::, az:;'n Clas.:; A enterpris.e:; which may be* 

the subject of %ome gioral iz:tion:; abcut agro-indunt rial ,;uccess;:? We believe 

So. All three, Cia',s A lirt; ore larg;-,nale pro:j',(ra. All are technically 
!3oti ,'i th !!od h",..in,.: ; and financv al'a'2;I;iv4ment. And, above ; 11, v.'h . 

marketin.' arrouL' i e .cie.t-,n wt iv . :m /:E'of its prduc:... ,CG( ) nri -k,.; U';e of i ui 

network of farm co,9.raitive,. and majlor ; i:nt at icn,. K.m-lii,; ,up,.ripren has 
a national networl of dlStrh'tor';. AP I 'A was able to dispo., of it; entire 

harvst in 19,2 to '; ingli. contranil r (C(r;i.pania NEG(;I). 

Clas; B nrterpri:.e'; in TONb: 17 are al;o technic.ally sound ,mtrpriuet; 

with good buni:,',; -:I:nI : 11,1111:1al " ,i;g,,'nt. t li' C a';:,. A f ir:.s , all are 

d!S:tr(,s::'(i by o'ri,1), level ; ,of u el,,rut lI.,ed or ,"n ', uap.mcit':. These pro

ducers are ,,0a0,. iI (ItItoC p11,',," th,,ir ;'rudeictn..odvc u,:et v . iHt atd nwteii:, bro.d
i Q':it l,' rig V21 toer pp'net Iii th L'a''.t ir, r i i. .ltkvt and l'l[1'A:;A n'e'd ';-iin a('Ceil; 

to the exp lr tade. Anud lo',.r ,iobli::; are pri .blv not asi 'I:'plI. .1% tie eon
clutIni n ;of i.it :',. rt-t iii.n,on pre ar:,*oo''-av tn:.' In ,,):port 'Iiilmp:; (,r f i prod

ucti, a h iv v,' , ,l1":,,"' pi '.', with .,,hd ft :nnil ,v: I , v will p roh ably be,ho 

roputl .,d. :;nI, :q.v he tr,' " 'n" for Ierart 1 Ii' Ih to14t" . pn: " 'at; ui" p'roduttt; 

to Piana1: ( jt v. 

I. Is S i:, Poi ti ICv of.I C K Ia, I"m l. .i iipip "%e'd aptlot i no-,ll',dfI/iI I,:v.I(iJC

m t .:s'i'* Iqlan m|irhaat il = rl' ati ,,'r',,e,.arch, Cno i'tlIt , Mnt lie (nCutdI('J 

on the prohi.pn'i it pa:tirwr :i"ldNlrir'%. Atl to thNl: p imnt, On, evaluatinn 

http:pre,;.nt
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Table 12 

COFINA'S AGRO-INDU.STRIAT, PRO.ECTS: SURVIVAL POTENTIAL 

Class A: 	 Profitable enLt,:rpri,;,!; appropriate technology, sound business 
management, ind good r.p y:vvent record.; 

Fedcracl ,n Ce p, r-:t ,.; Ag rnmecuarias (COAGRO) 

Aplar i,,; I ndn, t .'l,: (APIS'PA) 

Class B: 	 Potentially prof ltabl,. cnterprIt;es with appropriate technology,
sound I ne il,ap ,,:,. t, ant;a rd acceptable repayment records. At 
present, thlw;o r'it erpri far theires ,,:rt- from reachinp potential. 

Erne. toe,rard
 

Sari g ua
 

Frutale Patnamena: (FRUIPASA)
 

Class C: 	 Unprofita'.)he enterpri.e!; wi;h !;eriou: management and teclnial 
problems, and .;u:, tint a indh:,.dne:;. At pre,;ent, the',e enr,.r
prir,; are desc::iy. t o;:.ard failure and legal action. 

Apiarlo; Gueerra 
:',e I Sain !iTha,. 

lle rmnon ;<~l: 

Class D: 	 Unproffttaib]o. iu rattve n:-nterprin.e,; which never became pro
ductive, ,ja! 'hi't, hav. accunualtd sub,.tant a] delln(Iti ent accounts.
At prp:i,'n !, tli,.,,, t: have 1,e,n wrlttv.1 off b' c'n ;A w.; not 
alvap,, !,l,. 
 L.; ':I *itc i i h.... bei tai cn ;gai w.t tht-r'- or fr 

planned. 

Indli,. tr Ia. ApI cr{,!.l: 

Jet,u;; C '*,,,' 

Puntt lKincon 

Punti Biica-v 
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team must regret the failure of COFINA-MIDA administrators to make more effective
 
use of the $120,000 originally budgeted for ,studies of specific agro-industries
 
and their mar'eting mpportunitls,(soe pp. 47, 52-53). Instead, facing an
 
expiration dat* in less than three months, HIDA remained in March, 1983, with
 
$105,000 unexpended. And the Class B agro-industries in Table 12 remain in
 

jeopardy for lack of information these studies might have prcvided.

There is an invisible line to be drawn betwen Class A-B and Class C-D
 

enterprises in Table 12. The Class A-B group includes the survivors, present

and prospective. Below them, in the Class C-D group, we are examining a mortal

ity table. These industries consist of the moribund (Class C) and the deceased 

(Class D). But there is a significant difference between the two groups. Sever
al of the Class C honey-producers might be salvaged with substantial doses of 

. basic technical assistance (for which there is no need in Classes A and B). 
The Class C entrepreneurs are unskilled in basic business operations
 

and in the technology of honey production. They have accumulated substantial
 

levels of delinquency. The attitude taken in conversation by COFItA officials
 
p 	 . is that they are already beyond Intervention. However, little if any advice or 

assistance has been provided to them by their COFINA-HIDA sponsors. It is among 

thesa proprietors that COFINA's knowledge of business administration and HIDA's 
capacity for conveying production and marketing information would have been well 

placed. 

Once again, the evaluation team must regret the failure of COFINA and XIDA 
to honor their commitments to provide this support with allo cations of regular 
personnel time as called for in the project design. It was Unrealistic to expect
 
that c.sultsnts, such as David Rult and Augusto Rios, would be able to fill the
 
void in this area while conducting feasibility studies for applicants and con
tributLng to the design of a national agro-industrial policy..
 

The Class D group has bon properly written off by COfINA. It consiSLs
 
,of incompetonts and, In several cases, unethical businessmen. 
 It would be a
 
waste of good money to pursue those people by other than legal moans. Perhaps,
 

* 
we do an injustice to Jesus Plinio Cogley with thoseharsh remarks, since he was 

not included either in the field study or in COPINA executive reports. If so,
 
-then we have made it up by a charitable attitude tovArd At least one member of 

the Class C category, for whom these adjectives seem to be appropriate. 
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It seem; inevitable, given the subs tantiala nunber of moribund and de
ceased members; of the 
 li:st in Table 12, to ral;e a final i ;ue concerning COFINA 
review proc,,ur',;. Uht. kind of 'project study would have e:a::ined the prospects 
of the Clna; C-D ent,'rpris:;. and req-',lted in th!r b00n, Aap o%,vd by both Tech
nical Comi tti'e and Crtedit Cei ttee? noes the faul t 11o ''i trho o nicin,;
 
who 
 prepard the studies? nlem:,; they deliber;tely intendq to dir.'vi., this
 
appear; unlikel'y. It n;ees; more rea,',ona lv to concli.!, tiat 
 tin. 'L"':ic. l
 
Committee and thI. Credi t Co:mi ttee od
t: a thno 1 ll-pr- ,r :,, tr rN : w' ith
 
ill-designed arro-industrie,; becau;e 
 thy were the only ,pplicat a'vailab le. 

And thi; return; our discus!;ion to the point cf orfrin "t ti, l,'U'inning
 
of this chapter. lh'" do th number:; of ko-:al I!id 
 a'prival1'; =n i, v:,r olf;
 
1its circu 
 dlie!by CO;iNA (Se'e Ap-'tind : A, 11 an,! I) ki, 2.,;::i;'*' ';h'y have
 
no nuv' a;ro-ind';trie! been 
 addd to the ,tU,' ,e I st Uij' Mirch , 19817 Aid
 
finally, 
 why do,: COFI:'A kez,' prus.iny to dt liver a new li:st of projects
 
"undcr active cons:; 
 d :ra tion" th;at nvr ,:ateri all ne:. (Appt, di D, Hi)? 

Thin' ; n!'r rus.t be gi'.'n in two part:;. HIM;t the failure o HIDA to 
develop It'. agra-io , :t ril pol i y' and per: or:' p .cific Indu;try .,tudics has
 
left COFIN:A with io ; d'.iance in it; recruit:mtent effort;. 
 Second, the incredible 
fallure rate they , -: ,'rxpv'r:.'icdby accepting, ;ipplicgntfn. from: ';elf-;elvcted 
entrvieneurPiirz; ha,. un:;,U1 v rpulu:;ilted in nx-pariys;i:, with rt!'.pct to accept

anice of Ii'w pro;.aI',.. 

But tiK, dn.'. not e.:;'l1ain th , e'vnw l'.'!n, 1 at'p:l p roval!, which lever 
contain ti':h, ":n,' v .d I ndus:tr ,,in o'vei* ut,,r'.'a .. of sv,ra1 hunth,, .'|e Ihave 
no ab olut :1::..,z to thtq but h toILo t C0 I :'n appa eli po:,soo I oil 
of .'.evera!; 1,oa:' ,ic -":tn firmL : whithl t,; :l- funh-!i 2 I". {]t: ,' Lay' atdvorwvd.' 

Ther, K, Kr ,ix,*j;l., Qv ,a', of 'Itn, r I. Pu, ,,,, whi,. appeared on .,overal 
1K rq of EL ! IAI p p0 Vi1%, i 1 ... ! r ... ' orl'' toi a; ',ir ; a CO]'INA

:nupportcd p-;j1ei It lIi M? AniiiMi" Up'fihr 

It h, II., tha. l:M rularl'i; t 'ti,.Ai , tH ' Ilicy of Jt;.;llng tire 
, .41! k;'tW 11"Jlt r.1 I 11 "n ' f 1* : .0 i 1 = 1 (, a;f'ni 0,t ! f , It,,,,l if i lit v' nl'l 

(:)a11 ftl ';,it e , I1 ', , t t:iO,' ,*.l,, I."),', l ' n t e co;'.,' that 1%i' attractiv, 
prO p''-'r t. '' v' , ','I d to i't t do Ii,! '. rial l'ooni a, ,ii t n . It ,er'r, imt robrihble 
that th,, er Q' mr,*.,, I rh app,,.r In M RiiiI t2cPo" d!l have hPi,,t nI',*:'h ,d 
by eha:,ie e .iloiv, Ar- the Wflntv: reiN { Irt'.lpiit: from hol i oqrro.'? 
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There is no conclusive test of this hypothesis, but some inferences may

be developed from the data assembled in this chapter. 
If COFINA has reserved
 
the better clients for support from loan funds other than those provided by USAID 
through Project URBE, then we might expect that URBE funds would cover a smaller,
 
proportion of 
the exposure in Class A-B categories of Table 12, and a laer,.:
 
proportion.of the exposure in Class C-D categories.
 

We have tested this proposition in Table 13. opposite, with rather sur
prising results. The hypothesis is confirmed in several ways. 
In terms of
 
the total loan c amitment, 72% of 
 the value of the portfolio approved by COFINA
 
($3,357,592) 
 is assigned to the "safe" loans in the Class A-B category; only
 
28% has been placed with the high mortality Class C-D group. When we turn to
 
the URBE portion of the portfolio, however, we find that only 58% of the total
 
URBE commiemnt ($2,024,930) is located in Class A-B loans; 42% is found among
 
Class C-D enterprises.
 

ohen
we examine the portions of loan commitments covered with USAID funds
 
class by class, the differancer are even more startling. 
In the Clasi A-B group,

only 48.5% of the total value of these 
loans is assigned to Project URBE finances. 
In the Class C-D group, however, 90.4% of the total value has been paid from 
the Project URBE account. The proportions of each category assigned to UURE
 

are presented in Table 13.
 
demonstration does not "prove" that COFINA has followed a deliberate
 

policy of assigning large proportions of risky agro-industries to the Project
 

URBE account. 
 But the outcome is the same as if this practise had been pursued.

The result inevitably will be that the failure rate among U4E-financod loans
 

will be much greater than the 10% "acceptable" level defined in the project
 
paper. In fact, 42% of the value of the URBE agro-industries financed to the 
present date is in serious danger of default. 

Inevitably, there appears to be a linkage between,the large proportion 
of URBE funds located in high risk projects and the reimbursement issue. 
The
 
agro-industrios in the C-D class are prone to mismanagement and misdireection of
expenditures to unatithorizod purposes. 
 Small wonder than that a substantial pro
portion of those expenditures do not provIdo the basis for valid rombursmient
requests.l
 

http:proportion.of
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Table 13 

DISTRIBUTION OF LOAN SUPPORT BEM EEN COFINA AND PROJECT URBE BY CLASS 

Name of 
 COFINA 
 UPBE 
 Loan
Avro-Tndu,;trN Loan Total Loan Amount % URBE 
Class A COAGRO $1,100,000 $ 500,000 

Semillas 220,953 196,1427

APISPA 	 150,000 13,350 

Subtotal S1,480,953 
 $, 29,777 56.40 

Class B 	 Erne;to Berard ,. $ 122,500-., $ 102,300
Sari, :a 95,050 55,000
F,,UPASA 7'8,370 186,c)40
 
Subtotal $ 945,960 $ 344,440 36.41 

Class C 	 Apiar'ias (;uerra $ 90,000 $ 80,010
Mie! San Sebastian 150,000 133,350
Iherminno2 Ruda,:; 150.000 13. 2 
Subtotal $ 390,000 $ 3"46,710 88.90 

Class D 	 INAPA.SA $ 151,200 $ 1/41,000
: Co,,' ! rv 47,01)0 41,78-3 

Purt.- Bc, iro 110. 963 99, 51 2 
Ptinta Rincon 241.516 
 214. 708
 
Subtotal $ 55(j,679 $ 504,003 91.50 

TOTAL 	 $3,357,592 $2,024,930 60.31
 

IK4. 

http:INAPA.SA


CIIAPTER V 

PROJECT URBE OBJECTIVES AND COFINA AR-INDUSTRIAL ACHIEVEMENTS: 

Conc Iu; i cis 

Executivt Summary 

Project RYE was initiated with a $10 million USAID loan on August 3, 1978 
to finance a mulitL;soctoral interavd area develoment program in Panama's Western 
Region. Thp ov:rall objective wa; to ,;trenqthvn the economy of the regions serv
ed by two urban arowch r nterq, D:avid and hit re-, Santos by a c"'Mbination of
 
infrascructcuro anr! :cdor.co(:iic 
prnIt:;.,r Thu inf:r-qrcrtlur pr'ctjsC inCluded
 
indt,.crial par '. ,2), ran;'pnrt.ii ,n LCr:::in a 1; (2) * pIort> ,and 
c:ltural faucM 
ties, and a husi1:n:, pi uoram pr:::ir ily 
 for the bQnntit wi ,iidlo-income hou:,mholds
 
whose pro:': sicnal and technical 
 :.kill; wore d,,cud ,:;euitia- ta :;ustained econom

ic growth. 

Thue nocioconomi- progrcam; "ons;iotd o a1al.'l Iuiess loan f:nd tO be
 
administered 
 by the lini:, try of Commerce And ndu::r'., and an agrncndu:ntriaj credi
it program to he administered by COFOINA Both werv in'tenaed to geerate employ
ment and e:pand the range of quod, and .,r',icu, avai ible in the Western Region. 

Th OI.A program, in ,additoni, wa, to timulatc Lhe ProMdcton oIf Agricultural 
raw mater:al: whih culd 6 pr.:wN,:;. fr ..prt to mar>u: outildu Panama. Thc 
COINA ,agro- ndu:;tr Q c:r lit pragi-am :. rho: s;ub of tiQ n report. 

1. A:o-Induq;tr ;c I Program (ao; l am1and G ideli nes. 

"A: 11nunThe~ I nt.'i' Kn t~o ':.'r..' P ri 11 in in IT'i 50 nU nd t f inanc'i 
anproximnatelv 22 pro ct'" ,r ":c av,,ra:,,, valuee , .II 0,O()(. It W n ,'pOcted rhat 
direct ,i'n, MtLMi .',nen t .iM, ,l by rhi:; Invo tm n t wouldIlranqe frOIm 320 to 640 Ohs;
 
in ave ra'r' K:. meni of 2 r,, OQ() ter v'piployeo wi; Advis,ed, 
 with .a cciviit, of no 

more than It110.000(b to btoI'rmi -w 

1lh. ,-;'rL- itltmtr .al ,'Lt rirjc'c would lfi he,llovor ll p ,rol.c i ioc
' by,' '. iing ll',ym'rmt witIvP prov -, l wou rI , ilti lrndvnts- withi l ii rugI t;, cunand 

wrv'(dl':f' th,' Ii'' '" 'in.I P n ;a It,'. lunt AA. Imrp .t ntm, trn-v would "'i 4tm 
hark'.'.rd link.n;,,. nin :o ,' uttur a i mpipm'oenutooI the r)irc)'n, t Plam I cr Agro
rtinr u;ut l bvo.opmnr , a prohcirt id MINA'% A'.rn-Indam trt l 0 rPtrmtoratv bei ylvd 
by proy)rct p;la n,r. tn thav b',e'n crmpl td In 19M. 

http:hark'.'.rd
http:ran;'pnrt.ii
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Loans up to $500,000 were to be prov~ided to' individual projects at 12.5%
 

'interest
F~ 	 for a maximum project life of fifteen years. Projects were to be con
sistent with national policy and meet the viability criteria in-COFINA's guide

f 	 lines for the preparation of project studies (see Appendix K). Technical assist
an~e wi~th production and guidance with business management were to be provided 

rby the staff members of MIDA and COFINA, respectively. Evidence of an adequate
 
domestic or export market was required.
 

Agro-industrial projects were to choose raw materials for which production
 
by smallholders can be expanded; they should not compete with existing industries
 
with unused capacity. Enterprises to be funded by COFINA should not be eligible
[ 	 for commercial loans. However, promotors, should have adequate business experi
ence and acceptable credit ratings.
 

1KAn additional fund of $190,000 was provided for special technical assists
ance. 
 COFINA was to receive $70,000 for l9,jji promotion while MIDA obtained the
 
balance, $120,.000 for aseries of special studies of particular agrol-industries
 

which might be developed during, the life of the project: meats, vegetable oil,
 
cheese-making 
 and other milk products, industrial use of sugar derivatives,

L and animal feeds.'-A% 	 !. 
At the beginning of the project period, it was believed that COFINA had al

ready identified a portfolio of prospective applicants for funding whose projects
 
,had a value of $6.3 million (see Table 1). Therefore, the project design assumes
 
that selectivity among an oversupply of prospective enterprises is necess,ary.
 
The criteria for excltsion have been reviewed in the foregoing paragraphs.
 

COFINA,*the administrative agency, was established in '1975, and experienc-
Fed a steady pattern of growth in annual loan commitments-through 1981 (see
 
P. 7), This growth was reflected in the establishmeut of, regional offices 

L 	 (David, Colon, Chitre-Los Santos) and the growth of personnel (Table 3). The 
cApital intensive nature of COFINA's investment pattern is indicaIted by the sub
stantial costs per job generated ($54,000 is the average figure in Table 6). 

COFINA's predilection for showpiece projects capable of attracting inter
national Publicity was well known during the 1970's. 
 Thepse included the Hotel
 

Marriott, the development of Contadora and the trnns-isthmian pipeline. Failure
 
of several enterprises on this scalehave resulted In heavy losses. Critics ob-. 
served 	that focusing on these showpiOces-diverted solid work and concentrated
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eff6rt from smaller agro-industrial projects such as 
those to be financed by
 
Project URBE.
 

Like other government agencies, COFINA has suffered from rapid and massive
 
personnel turnover. The problem appears to have been worse in COFINA than in other 
agencies and may be 
a reflection of its diminishing stature within the government.
 
We noted (p.'14) that none 
of the persons identified as regional office staff
 
in the 1991 Annual Report were in these positions when we visited them in Febru
ary-March, 1983!
 

These ominous portents signify the problems which were encountered by the 
agro-industrial credit program financed by URBE. 
 O. April 11, 1983, with six
 
weeks remaining before the project termination date, COFINA placed 
 a news story 
in La Prensa (a Panama City newspaper) announcing that it was still in possession
 
of $1.8 million of URBE funds for agro-industrial lending and warning that funds
 
would be lost unless cormaitted before May 31, 
1983 (Table 5)! Promotors of suit
able projects were 
encouraged to contact COFINA immediately.
 

In view of its laggard performance, USAID/Panama was deeply inv6lved in a
 
review of 
 this component when the evaluation team beyan its inquiry in January.
 
USAID's interest was also motivated by the 
need to satisfy reco-mendations con
cerning COFINA included in the 
Audit Report submitted by the Regional Inspector
 
General on March 19, 1982. 
 Much the bnckground data used is this report was de
veloped by 
 USAID and 'TIPPE' personnel in connection with the Audit Report. On
 
the other hand, most 
 of the field data and origina research contributed by the 
evaluation team found ts way into the USAID reprogramming effort required to
 
justify a one-vear e:t.ns 
on of the PACD of May 31. 

4 1emin trati .. Structure. 
The ovemral. coordination of the URBE Project was the responsibility of 

the Ministry of P 1onngn ; and Economic Policy. I;ts organization for this purpose 
is set forth in T,0W:, ; ()p. 1). [tnforriini-tr lv, MIP!PE " nt~erprte its role as 
that of monitor rat.io.r th.-h an:,,,r. A rsonI [, O. 2;t rnctr,,ICe was' 1WO, urp i th MI'PE 
pfers;onnel , '1 ,1 d to ':a1la pi.r ct' ;, gov'1lwwnt :(.'hr V, J"tintl li n) (,)FINA. How
ever, th v '1.0er to h: IveinterprfoH.,, the,ir InIct oil -I! ;'. ll. r~nlIllI riit ion to 
transumi.t. to IUSAID fr the prepJ)a r;lat:on Of Itf2 quart,r Iv Pro (j t repel ?.
 

Oil1e of the most: s:orionu; f,i il roq in the inlmploi'nen t1:1 oil of the pro jot do,
sign was the re uc tanco of 1.11TPE to uI Ik;o, It:; pr ; t j ,l to nignt .a t mons the 
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ministries to 
to actually integrate the components in the sense envisioned by
 
the project design. 
According to MIPPE personnel, the source.
of all failures
 
experienced it,Project URBE was 
the inability to conclude contracts For the
 
$1 million worth of technical assistance to be provided to all participants.
 
However, the ronsultancies to be budgeted for COFINA-MIDA were not central to
 
its role as 
lender and technical overseer. Both agencies were already experi
enced in the roles assigned to them.
 

The National Agro-Industrial Policy which was to guide COFINA's invest
ments was 
a product of MIDA's Agro-Industrial Directorate. 
Technical assistance
 
and participation in feasibility studies was 
to have been provided by MIDA's
 
pevnanent staff. Business administration assistance, likewise, was to come from 
COFINA's pen'nanent personnel 
resources.
 

,MPE was naglicent, moreover, even its reduced role as program monitor.
 
The evaluation team was completely 
 unable to obtain or rely upon data from this
 
agency on many aspects of Project URBE, but most 
 particularly with reference to
 

tie COFINA comnonent.-
* or -xamp e,, Cares .. rler., M1PP:'r; project manager

through 1982, prepared a final report rom his own files on the state 
of the
 
project in December, 19z, claiming, 
that there were 19 COFINA loans financed and 
in operation reprelen i, an e>:pendlture of $2.5 million. The evaluation team
 
discovered that in Fabruarv, 1983, there were in 
 fact 13 COFINA loan; in operation 
valued at S2.0 mjll7.C'n,, "o1ae ; and ni taff were the resource upon which USAID 

was to reiv or i*_s IinforMr;:ion 

The ;hor 11 -peri nccd ill C.he , loan program was riot the only fail
ure Indu-tr tie1alin Proj ecr URE. Ne~,ither parks nor the tt ansport terminals 
were anywnere tvxL r C 'wv leti,m durim; theifirst quarter of 1933. Only 20. of tao 
hous.in i,,] ;I, t: had beun , T,-:pe,:1A' adii-iIfl ,!;trators decided t-o -,
vise tier mat:mc; eme t role bv parti tJoiiin,, the int, rat mc ;r-.i devel1opment Ou:;i ,n 

and di.,tribut I ii- c p(,,. im; wnongthe .*ppiopriI e d ivi ia o ,; ot lie le(n.cy (:;ee p.
 
18).
 

.e iimer 1iPP)E nor 11.;A1I) adher-d to the ,mii ,; 1rar.ive role I)po ( for
 
it In tihe preect (,WK I'. Th, 
 omo,;l;tant:,1]os:;result jug trom tJie, reorg
anizatinn whmuh nccirred was tho rog ionatl devi(,J ,rlpintmwmIt(.oet l t:;ol . Trhtre 
have beminno ,tfort ;lou:; o;,",r exertld to cmmrdrinate tihe r-orporments; of the IJRBE 

deign to .mrhjev,, mit,,a] roinfrcemi-t- and ro -projetnu t i or effects. 
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3. Information Sources for the Agro-Industry Evaluation.
 

The evaluation team undertook to 
review and provide an assessment of the
 
achievements of COFINA-MIDA based,on 
the following information sources: (1)
 
project documents; (2) interviews with project personnel (USAID, MIPPE, COFINA
 
and MIDA); (3) a field investigation of 
a selected set of COFINA-supported enter

prises.
 

We assumed that complete project files would be available at both MIPPE
 
and USAID for this purpose. Our disappointment with MIPPE was profound (see
 
pp. 20-21) because of the 
 presence of fulltime staff allegedly assigned to this 
activity. There were neither records, reports nor 
first-hand field observations
 

available to 
us from this source.
 

Within USAID, the only trend data which presumed to follow the URBE Pro
ject components over time were contained in the Quarterly Reports. 
 These proved
 

to be not only inadequate but 
frequently inaccurate (see pp. 22-24). Neither
 
the amounts of loan f unds conunitted nor the number rf projects approved was con

sistent from one 
quarter to the ne:xt in the COFINA sections of these reports
 
(see notes abstracted on pp, 23-24 above).
 

We later learned that tle source of these inaccuracies was COFIA. There
 
was no attemrt at consistenuc 
 among the many lists of approved projects and the
 
amounts :xponded on them frm quarter to 
quarter in their official documents.
 
Co..para for exampl e. the 
 three lists provided b' COT',A Ln September and Novem

ber, 1982 and Febrarv 1983 (Appendi% E). 

Ihe; Iuncol:; .,inr 's; came to our atLuntion th'ouh prusal of the records 
assO.I cd) n lt:1 ,.h , KIM:11 =1 :RP,-t_; mli Audit }kwcu: nwndawu::; (se Appendix 

A, B, C, and 0). Fqrtxr dct:mernt at.ion (;n:d addHotenai variants) were intro

duced Kn the 
 .'rN,! r;prngr:in propnosa;Is preparurd by MI!'PPE in February, 1982,,.arch, 1991 ?LN 108'3 an( '"" a nd v,, 7 (Atpwrndi:: C'.,(; ,ro ). 
'"',F u ik .qow) .'Il ] i, 0 ' i5W;tf*I ,aCc)u1It.:; of Iv iin , p o c : aI a t u sotn 

pa ;sed tth o;,, t P i imuc of _,th 7KI(,ld fic ;1:ln ';ev vral years ,'I; K;A, Ii)of a t 

they w,,rQ,~ !,M w".nI
, ,rt
TP.., r,.irP,"P nW.Ki.,q of" Qither a,m,.cy,. EDF)INlA played
 

th e I,,,,!:. ' i." : ., " i , , I r ;j , t:; " - ,I i .'(, , ilns;1d ,I,,, i ,k", p r ;en t 2, :,1,' i 

reni in;in pr" Th nrt !u i; in 0r, ,r. ,aich 1': !',,';;iv% ist., l,.pIJin tin; with 

SeptrtPm 'r, 10.. (Ap"'indi x B) anl r r inuIil,' with ,Ianuair'.', 19H3 (Ap'o,,ldix ), 
AtLarhmnt 
17) ,ind a tch. 1981 (Appendix' 6) inal Mv, 1'3)l (Appendix H) reportu; 
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different enterprises and different amounts. Occasionally, time schedules are
 

attached indicating proposed dates of approval. Neither dates, nor names nor
 

amounts had any predictive value during the interval (January-June) over which
 

the evaluation team maintained its surveillance.
 

USAID's awareness of the lack of validity in these COFINA declarations of
 

intent are contained in several of the Reprogramming Documents prepared by the
 

Mission's staff during the spring (see p. 29). Members of the evaluation team 
who met with USAID personnel during March-April sought to convince them that 

COFINA's performance record and the precarious status of many of the funded
 

projects did not warrant continued financial support for additional agro

industries even if some of the "promised projects" could be realized. It was 

recommended, instrad, that COFINA's uncommitted resources be reassigned to the 

Ministry of Commerce and Industry's small business loan program which, when com

pared with COFINA's efforts, was a magnificent achievement. 

Howeve r, USAID staff decided to accep't 'verbal assurances from COFINA 

..... ag...et p'rsonne.., wu,." and new lo.r cc-,-mitments would be pro
duced accordIng to the lates schedule On that slender(Appendix 1). evidence, 

no reprogramming attempted the PACD merely extended for anoLhurwas and was year 

acording to the terms of the Action Memorandum of May 30. 1983 (Appendix E). 

See also p. 30 above. 

At this late date it is of primarily historical interest, but MIPPE docu

ments from tht: fir:;t y.ear of the proiect capture the fx;a-or and substance of the 

mult isectorai de;ign, the individuail (and inter ocking) resporsibilities of each 

agency, and tLhe lunctjt of the Coord in at in- Committee (soe , . 17, 32-34) . To 

our knowlt-d e', t he (.oordoin atin Cumm ittee. has ed two metings durinmg the life 

of the proj ect:. The firs t year report Is attached (Aplpendix F). 

Docutine ut:; ;a'iqudred from C 'I NA which proved to be useful weio few in num

ber (s-ee pp. Th-- ) uLt important , e;peciall- the Tno r,,; L itfve; on Lon 

current prrj,'t_: (!,o App )) nd : . Interviv ; with personin,,i from the varolo ; 

agencie!; i nrv.'l,,.d with thm (Oi NA prnj oct aro, dcrihed libov, (see pp. Th-40). 

The !valtiati,,n t:sm, or gin, l data ,omirc-; are di;rus:-;: d also (p..40) but are 

presented in full in Chapter TV: Lnoan Perforrnance) 
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The evaluation team was 
less than satisfied with the quality and quantity

of documentary data available on COFINA's activities after five years of program
 
ope.atijn. As noted in our coaclusions (pp. 40-41), "There is no record of any
 
one in authority taking note of 
the fact that COFINA failed to approve a new loan 
more recently than March, 1981." At least, this was true until the excitement
 
was stirred up concerning 
 the impending empiration date in the first quarter of 
1983. And even then, no 
one drew attention to this specific point. Other data,
 
conspicuous by its absence, is listed on p. 41.
 

4. COFINA's Performance 
as Loan Administrator.
 

The COFINA-MIDA joint responsibility for the agro-industrial loan program
 
included 
 (1) establishment of agro-industrial policy and priorities for specific 
industries; (2) establishment and conduct of application and review procedures; 
(3) provision of supervision and 
technical assistance to loan-supported enter

p r i ses . . . ,
 

A. P:Iicy and Priorities. 

The LRE Pro Ject 
dsi nurs a:;sumec that a comprehensive national policy was
 
in e::istence u the 
tiao the loan agreement was prepared (see quote, p. 43). 
 But 
it was not. Neither were priorities determining choices among specific industries. 
The minutes of .he ter-a;'nv-y nting of January 25, 1983 (see excurpti, p.
 
45, and Appendix D. K nichment vl for rmp:;te text) 
 convincv the evaluatinx
 
team that nrithqr pnlfcv nor 
 pricriVti are available it the present time. Al
though a wori: nc draft of 
 U., policy statemnt may have been prepared, we were
 
not able to locat, it.
 

With r r:, io 

1 

vudie; of spec:ific agro-industries W1i were to be preparod 
 in actio11-5 'with deter-lining prioritLea, the picture is aliso murky. At
 
the .Janua:, 27 u tr-:avency moetin; (Appendix D, Attachmnt 
 04&), Eng . Guillen
 
of MiI)A' a A ro-I ::duv 
r i.l Dir'(tn atit .f,.!.r..o' that IDIAP had r:oMP:tOLed approx
imnately 52n ,000 w, t A r-,c';, m i;pn'o: fi indun t r ,e, (a 
e p. 47): soya milk, 
111r"inoIlo , n(i 0th,r"ron I!I !: ' ;.. 

'
 iai ir7At '.a -, :o:,a i ', :I, p t e the i mendI1 y 'e:pirri tion date for the pro
ject, he prfr;d t, prcogr m an ,dditienal n]0 5,nflo for five ":pvcific projects 
and ,mimar-;, and -an aIi t ional contract wi th [DIA . No C ntracts- have as yet 
been p rp.a r,,d f,r any the ItI n rd iion t r or kn v,de, hC 'V,,r. Frthermore, 

there are nn i'p; iln ci rcilait Ionl "f the ,'*;earch prportdo tn hav' een 

p1(lte(d hy1)TAP. 

( com
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Finally, the evaluation team fails to understand the purpose in provid
ing contracts, at 
this late date, for the conduct of this research. The point
 
of the activity was 
to provide gu'idance to COFINA in developing its loan pro
gram and 
to determine which pre-feasibilitr studies should be performed in brder
 
to recruit entrenreneurs 
into specific enterprises. Tf completed, these srudies 
would have developed technical e:pertise within MIIDA which might have been used 
for advising loan recipients.
 

Granted that a one-veir extension has been provided for spending the URBE 
budget, contracting the MIDA studies is without purpose. 
 They could not be com
pleted in time for COFINA's use during this extension of the project period.
 
Like the nebulous national agro-industrial policy, whatever the r 'suts, they
 
must come under the 'heading of too little, 
 tao lat . 

13. COFI'NA' s App-ication and Review Procedures. 
Information on this !;ubject was scant. COi....A keeps no record of the date 

on which a client -ile, ii applirtLion. 6C1r I.cacttered onb:ervations indicated that 
the ra. e of time con_,. betw' ,n :1l)2icatii onI I ur!; mtnt W,;is se_,ven months
 
(Mi e Sn hpnzta ) t 2(0 montiI; ( I VI:; I11)
S er r,.). 111 e Audit Peport r en u ir
ed COFINA to exprodiL.e th' rcviow procec-, p,2rhaps in the belief that this was res
pons1ble fur the t aiIrz . ii ne. project to !)e actviated ,ince Mar'CIh, 1981. 

The -i-,-l icatlJon :mri, nind -,1idf, for p , arat!i,n o, pr-f,:ct :t :'( e niov ed 
bV CO!.IN. ,-,r,1,ir 15;A n) xi 111 xh [ 2",11'" (', ttI r41i , i the course of
 
,-cmpliancO, itew.thhhMIthe I)oN;chedule
A,,t 'o,-t. 
 vir , NA ,:fri a w tAn 

for c+c.r 
 ; "l iur.Ic; prtain+t;; tiu loan a;'orcvs ( Appmdi:: ;i),claiming
 
that oniv ', .,;', l,i ,. '. r, .
 :. doctb, ;t WiP; pl(";, *itt'd ni1 lav 16,
 
1983. 
 O l' i~ 'n 'r11 ItS 'IaI Id!I tX', 'f.,,r1?II1(. ' IITi:,ron i!;,; weremade ':onc:: -o V 0r

'I'Lj :; ' '-V t:'w rIor;eotxt,r ,; ,ii1. c-oos';; igruIIeht~[ 0-! ;'rz;oslic I to exped
.... 


ite eb rc.'; .'.) 
, t. e d; nlo Le1 Mn p. 0,I)eert.h timt I n I tne offe redLy (COFINA !. ; ; .,,,ru.,,:'.' of I,,,ww.4r pro ,jorc; '(iring (,()fillI1 . 1,ut 1!, :,:ns; to 

requ irc ! cilou to :ioti t 1) 

covI:;,, , p p 1nI aln ] re, Iow (:esiIi ;i ! io idi, pon m; 1o ,1nt I n
for'LlSt ioi, 6 i ) rtll'ct I. tlt 'I - ip1(1 tto tt h(( ' lin i Jrist ,tivn appi I
cant.;. 2mg.#'-(1h1,-;rv1h int ,-ao ,..y : 4,Iil;, colt. ,:.I -ri tt-, , o1 off f rtS
 
initi t i tc :r d il2l. c , A no,:paipo r ,innO lo r.1lr C. ()f t . !;lln*U,ltet ltppoar s 

as App rin D.O A lLtatc . If t6,) A:; w ith li c.,,, prrtIm(t i , , p r ot',c lm s;
p ;o t i(n ,;e 
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to have taken place at the end of the project rather than at the beginning.
 

Extravagant claims were made for the 
success of t.cis December promotion at
 
the January 25 meeting and it was alleged to have produced 12 new applications.
 

However, this euphoria had collapsed by the time the February 22 Status Report
 
on the Audit Report was prepared; only four of 
the 12 were still considered as
 

possibilities (Appendix D) 

'e note e]sewhare (pp. 52-53) that $70,00" was to 
be made available to
 
COFINA to be used for promorion. This budget item appears to have been added
 

to the MIDA research appropriation. where, like the bulk of 
the $120,000 allo

cated for special studies, it remained unused.
 

C. Supervision and Technical As;istance.
 

Two consucitlct:; were retai ned beginning in May, 1981, 
for a number of pur
poses. Engineers 
 David Ruiz and Aucucsto Rios were used in preparin4 project stud
ies and in monitorin; of those 
,1roadv funded. in addition they prepared drafts 
of docuent for MIDA' tinal Aro-Industri, P1an.IHowever, they failed to 

L
offer t enical a;q:; s.tance t an'one, 'lSpite Lheir CMPrtCULM (ee. pp. 50-51). 

Approximately 670,00( was; budqtd for their services, and thi proubbly repres
ents the tran;fer cf -udq ri ,inNl.intended for COINA'5azomotianl use. 

Do:Pte their iave Lxtr in feasibilitv studies, nnne o; the projects on
 
whici thrv ;:orkv d hcas n'.-r W 'n funded. The policyv dem,-, o the,- prepare re

main un !f~ldn, 'iW t,.cInn ,:;l a[O;isvnce thcv n.iq'ht hive ,rovided rcmains unde

livered, 'o "ur L -lWi 'f,', "ta !t_:hc:icl ,si:;i
', "cnce supes,d to be provided by 

MIDA':s rerc:ir ;ta ff fai led nat"r,riale; Lhe same for ndvic rn business 

admini:;rat: o to be a i tr, bo (0 A. 

TO ,cIc i', I"n )t''r,",', byUP p(OO 
 retained for possible tec!ac~aal
 
assistace' 
 , ri, 

activiLif ( ,',rih,' t i 

vi -n',, plicy, prioritita;, s;pecial studies, and promotion 

in Ki ;, t-Ki )u, we:or inc r(vve o redr. The consulantL ,; 

Ru iz and iti, 't,,d i ft,,r . ni.',dhr of the I ;1,t aippraved ' r ~oan (.>larcl, 

1931). Vh! 1- thpit-or Np,,,i r. h -ncp iv- cich po l,!t','it. f.iil.d to addres.-.s 
iLhder !) t ,t:,- n q, r,cva .pht l ,ars iut ltel(, ii , or (2) the need 

to provid,, cuip rl , cii i' K'a 'ci ','t (wp c i ).ptor 


Iho d'it pr. in': ni ''o i'ii" ' 't ' com' Irr t'wo suiirct: . !;vt of inform

ntion fcrmni, prinop , h,..(AtI,NA on 13 .u, i''' Prol ,- O.',i, AIpildix ., aindlour 

field inqui ries cond,'ct.el lr(ntii Wh'.r,u.rv 9 to March 4. Our firt: set of 

http:Wh'.r,u.rv
http:cond,'ct.el
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conclusions concerning these 13 enterprises is presented in Tables 8-11, based
 

on the information sheets and summarized on p. 85:
 

1. 	No COFINA project presently in operation was approved more
 
recently than March 16, 1981 (Table 8).
 

2. 	 The total funding advanced to these clients averaged $258,256. 
But the URBE portion of these loans averaged only $155,764, or
 
60% of the total (Table 8),
 

3. 	The average amount of delinquency (moiosidad) on the thirteen
 
projects is $66,857 (Table 9). Four of the projects are inope'ative
 
and in process of repossassion,
 

4. 	The average number of employees generated per operative project 
is 20.5. This falls within the target range of 15-30 per enter
prise. 

However, the investment per job is $14,220---well above the proposed'
 
ceiling of $10,000 invested per job. Nonetheless, this is a substan
tial improvement over COFINA's previous level of investment: $54,000
 
per 	job produced (Tables 6, 10).
 

5. 	Despite substantial intervention by USAID personnel, the level of 
reimbursement requer;ted by COFINA hz-d failed to improve suustanti
ally. In September, 1982, the total reimbursed to COFINA stood at 
$1,225,074 (see Appendix A). By Nay 16, 1983, COFINA had requested 
reimburqement of $1,345,355 (see Table 11). 

The review of enterprises which resulteO frrom field visits, interviews with 

COFINA personnel, and perusal of executive reports (Appendix M) was the most pro

ductive part of the evaluation. The de.;criptive data resulting from this review 

is prevsented in detail on pp. 65-85 and i t mu;t be read in the form presented. 

A few summary ohlervationr can he offered on the entire set 0,f studies, however. 

The IRPE projict,; hamve good gtograplical di tribution. Six of the 13 are 

in Chiriqui ; 7 are divi dpd bhtwc'tn Los Sunrto, Coce, lk('rrera and Vernuas. 

They are 1 ocnLed at sitc ts wl ih-e art' fr:qenty a cons i ~ierwblc di!;tannc from ei

ther growth crntu('r,; or c . ar' con,'t'vitt ('tou 'e;, hwver 'Thev asymmtricaily 

centrated in ,'v'vra1 inmlnd'trit'':: honey production for export (4 1oanh,), shrimp 

farming (2 loins); 1l0, h r of l ,t' d(.mrnstr.nt, t t rong b;'lh.,ir 1 inki',s to ari

cul tor'. Othtr, (''mplv with U K: rqu irement. (!;'e "11i'a 8). 

Th' wr't clod rt'p ,,ymn t record (f funded projects (Table 9) supports COFINA's 

J udg'ement that four of them (Nom. 1.8, 12 and 13) should be foreclosed, It 

became apparent from furthor Inquirv, however, that three more are being 

http:d(.mrnstr.nt
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considered for legal action 
(Nos. 3,5 and 6 in Table 9). If and when this
 
action is completed, 7 of the 13 "active" projects will be eliminated from
 

the list.
 

At the other extreme, three of the larger projects appear to be making
 

distinguished records for profitability, repayment and production: 
 COAGRO,
 

Semillas Superiores and Apiarios industriales. These industries are 
in need of
 

nothing but favorable world economic conditions. -Three others are in less
 

secure status: 
 Ernesto Berard, Sarigua and Frutales Panamenas. While tech

nically sound and well managed, all three of these suffer substantial levels 
of unutilized capacity. 
This last group, according to our diagnosis, could
 

be helped substantially by the special industry and market studies which
 

were to have been performed by MIDA, but were not.
 

Below this group of six which is either safe or salvageable there are
 
three unfortunate bee-keeping operations which are in moribund 
 financial sta
tus, either unable 
 to produice or to sell their products: Apiarios Guerra, 
Miel San Sebastian, and :Ierrianos Rudas. This group, according to our'diagnosis 

could havebeen (and still mi,'h t be) substantially benefitted by the kind of 
"hands on" technical assistance which NIDA and COFINA regular staff members 

were supposed to provide, but did not. 

Finally, there are the four enterprises which have already passed into 
the hands of the law: IniustriasF Apicolas, Jesus Cogley, Punta Rincon and Punta 
Bucaro. These enterpri,;es; never became operative. Notes made by COFINA personnel 
indicate that they have n biness experience and no financIa] or managerial 

skills. ' eThme e; .. r.i o:. are, m-idr about several in thepreced ing group of 

moribund bee-keepers. 

We are left with a .searchine qu !f;tion: Since these entrepreneurs inspire 
so lttle conf idexnce in prrosent COFINA pers onnel, how were tlheir project studies 
ever approve-d? Al I ;eom to )e obviou!;Iv unqualified and to have never had much 

chance of : 'e,;. 

Our fi(l( stiid e! and additional data have (ee, organi;ed in tabular form 
ir, Tab.1 e 12 . Wh,,n da;t in aihble 1-1 are compnrc(I with data In Table 8, a rel a

tion:,hip emerges whi.h i. the point of our final ob!;ervntion: the better (Class 
A-B) projoct ; ippear to have i ,o.werproportion!; of' URBE-1ASAII funding In their 
loans. The converf;;e if; il!.o true. The poorer (Clas!;- C-D) projects appear to 
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have larger proportions of URBE participation in their total loans. This
 
relationship was tested in Table 
 13 with surprising results: 
 In the Class
 
A-B group, only 48.5% of the funding comes from URBE; 
 in the C-D group, 90.4%
 
of the financing has been charged to 
the Project URBE account!
 

Finally, we noted that there appears to be a linkage between the 
large
 
proportion of URBE funds in bad loans and the reimbursement issue. Loans in
 
the C-D 
 to-oup have sometimes been mis-appropriated or used for purposes other
 
than intended, It is not unexpected, then, that COFINA will have trouble pro
ducing valid claims for reimbursement for advances to 
this set of clients.
 

Conclusions: 
Objectives and Achievements
 

The objectives of the agro-industry program supported by Project URBE arf
 
capable of quick review: $3.2 million was to be spent on credit advanced to 22
 
projects with an 
average value of $150,000. - ry were expected to generate
 
320-640 jobs 
at a cost of S5,000 to $10,000 each, mud to construct backward
 
linkages to acricuiture which would ititulate the production of raw.4 materials. 

At the end of the five year program period the record wa-:; as follows: 
1. COFINA had loaned a total of ')3, 37,592. for 13 projects. 

2. Project UPJE w.,s charg;ed with $2,024,930 of this amount. 
3o COFINA had ciaimied 51. f86 .376 in reimbursem!t ,2c110s tis 

4. UISAID had )aid * 5.355 of5 3 this amount. 
The b,'tora line i:; to!e important 'ine. \lmos;t 2 milion of the original S3.2 
million rnntimnej tinr,;mbir sed ;t the driexpir date of Project URBE Tt remains 
to be seen iiowi much of th-it :um cin Y valid lv exnend ed (1uring the 12-month ex

tens ion granted to C0i'INA on Mv 1, i98'3. 

Only 225 j b; "wareproduced ait an ave rage co' rf .'14 ,220.
 
g.-ckwanrd 1 nkgn',,; ay,rvicit're ,re :ichieved in
to signific ant quantity 

by onLy four of ti,, pr-jocrh-;: qOACRO , >;, iia]n uperior.,;, 7r:csto Berard, 

and ' FRUPAE,\. 'h be,.-k,_p i ndt -,srimp proj ect ; don't r-met this crite ri , 
Old there ar no oth r sn rv i', rs:. r)ni,mm of th,:' (COAr;,U( ) 4,; 1c cat,*d in or 

near n growth or ,;srvicte cn er. 

Sono oi the other dir,.'ti,-y,'; pro';,ntcr1 iln pp. 2-6 .ibov de,erve a final 
comment. Cotrary to pro-j ot ,tosi g,, a number of the entr,:preneur: receiving 
nupport who now appear in Class C-O (TMilh 12) were inexper [crd. It ,eems 
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unlikely that bee-keeping could have been part of the national agro-industrial
 

plan or a very high priority; nonetheless, it was numerically the most important
 
recipient of COFINA support. 
 Clearly, the demonstration that a market exists
 

for he product, required by the project paper, does not apply in this 
case.
 
We also-suggest that there is substantial unutilized capacity for honey produc

tion elesewhere in Panama and no need for COFINA to create 
further competition
 

in this industry.
 

A number of the promotors who received COFINA loans and URBE funding were 
able to obtain credit from coimiercial sources or other agencies. Many had al

ready done so at the SiMe tL:y applied to COFTNA. Strict adherence to the pro
ject desicn would have rendered them ineliqibl-. However, enforcement of this 

rule would have also plivinated some of the better projects.
 

A USAID official, a;sociated with URBE since the project's inception, has 
repeated an important observation a number of 
 mes to the evaluation team:
 
"Project URBE was intended 
to test a concept; it was not intended to accomplish
 

substantial econamic impro'ement in 
the Western Region". The concept may be in

ternreted either brordlv r uarrowly. 

A broad interpreation woul.d examine the role of COFINA's agro-industries
 

in connection with nther proict components: transport ter-minals, industrial
 

parks, hoising projerts and small buriness loans. It-was suggested on po. 15

17 bov" how tnelv all miqhc have been i .te.ratedand mutually reinforcing el

ome!1t5 in a rlomreo,:;Ivp (evijODmhntf '2sign. 

:ie tw'2 t L5h co:icepr produced unuaL ified ne,'aLive results. The other 
comp orent s.or m:anv of Yhri m, main od on V in the Ianning; stage or were just be
;jun at the ,nd n! Q, five-yar priod. Furthermore, neither the Coordinating 

Committ.2 nor MIPP E nor the U,,,AID Project "Team survie d the exteri nce in tact. 

During the fQitil ',n'r of the projecL, "TPPE'. .ut'orJyv to concrolI technical 
assi.tance ,:orltrAc::;d Prdr, and other ministries were permitted Co prepare 
their own crntran'r:, indpnnen iv 11 CortinntinrV. &o Comnmi ttoe, which onlv met 

(w nvr imrf-ps, n 
 : A ninnil ianr i riv. And LSA[I) administrivorn divided 

the nrojivt cnmpnner:'.. wit-hin !ho i.s;;.on 

A narrow interprtation of h, col'' op would ci()I n itq;?o M[)the role 
pla';nd by ]OF[A in ,'ri: tin and LpJ,,mpntign; PInnama '; asro-ndustral1 develop

:n nt sd 

if them . tabli shed, "h0n the 

p 'an. it k,'.'.,t, ind ;tri,,q; n'' ho',n Went if ed aind surcc,_sr:;t l examples 

(FeIN \ ;grn- I nustrv program might have established 

http:i.s;;.on
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itself in a leadership role for for the development of rural resources in the
 

Western Region.
 

Because of the failure to complete either policy or priority studies, 

and to relatc the choice of loan-supported enterprises to them, this opportunity 

remains-unrealized at 
present. Yet, the significant achievements of several 

individual loan-sunported enterprises should not be iightly dismissed. Both 

COAGRO and Semillas Sueriores have aiready succeeded in positively influenc

ing the improvement- nf agriculture in Panama. And both are COFINA projects 

supported with Project UPBE funds. 

Tf the halance f the L;.BE: ogro-industrial support which now remains 

available for reailocation until June, 1984 can be assigned to equally sig

nificant enterprises, the record of the project could still be creditable. 

In that case, the narrower concept might be said to have passed the test. 


