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Table 1

EXAMPLES OF AGRO-INDUSTRIES FOR COFINA FINANCING

Industrv

Meat Cannery

Dried and Salted Fish

Fruit and Vegctable Processing
Frozen Frog Legs
Commercialization of Sharks
Animal VWaste Collection and Processing
Banana Waste Collection
Castor PRean Processing

Cacao Processing

Pineapple Processing

Potato Frocesrsing

Fertalizer Mixing

Fice Bran 0il

Frozen Yucca

Yucca Staich

Soy 0il, flour
Industrialization of Potatoes
Cashews, Cashew 031

Animal Feed from Molasses
Citric Acid from Molasses
Leather Curing

Total

Source: Project Paper, "Rural Growth and
J p

ALD/BAS-007, p. 29,

Total
Thvestment

$ 150,000
200,000
475,000
130,000
220,000

80,000
100,000
400,000
500,000
100, 00C
500,000
500,000
160,000

80,000
400,000
400,000
500,000
350,000
250,000
400,000

1400,000

$6,295,000

Service Centers,"
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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 commitmenté 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
1780 17,877.6
1981 35,579.5
1982 7,330.0%

* first 6-months only

Source: Corporacion Financicra Nacional,
Informe Anual, 1982, Cuadro No. 8.

It should be expected that other dimensions of prowth increased at the
f
same pace. Table 2 discloses that the ovganizational structure in 1982 was much

more conplex than that described in the project paper., RNotice that the Division

of Projects (Gerente de Provectes) incorporates two sub-units, one for agriculture

(Director Acroindustrinas) and another for industry (Director Industrias). Other

noteworthy featurces of this table include the following:

Lo By 1982, a seporate field office for the Azuero had been
establiched in Chitre-Los Santos. This is inaddition to
those in Colen and David already described,

2. There are scparate directorates for administriation (Adminis-
trativa) and monitering (Sesuimiento), )
The nunber of personnel also increased substantially from the figure of
! J 3]

54 cited in the project paper for 1978, Table 3 con“irms that there were 97
personnel emploved in June of 1951 and that number increased to 122 a year later
In June of 1952, The bhivyeent sinele identified addition between 1981 and 1982 was
in the uumber of nroject cvaluators, 1t might appear that the monitoring staff
fs disproportionately amall (3 of fictals) compared with the personnc engaged in
new project development,

The distribution of Joan activity within COFIilA is mirrored for the years

1980-1982 in Table 4 opposite.  The table suppests a declining role for agriculture



Table 2

TABLE OF ORGANIZATION: COFINA
(1982)

Board of Directors |
General Manager
Assistant General Manager

—————— Planning Management
Special Projects ——me—

Committee for Credit and
Investment

Document Adminis

tration e —— |

Public Relations Director
Legal Consultant e |

I 1
| |

Financial Project Dircector Operations Director

Management
! 1
Monitoring Administrative Agro-Industry Industries
Director Director Director Director
. L4 - T - L1
Director Divector Director
Colon Repion Azuero Region Chiriqui Region

[}
§

Source: Corporacion Financiera Nacional. Informe Anual 1982
hational Financial Corporation: Annual Report, 1982
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Table 3

GROWTH OF PERSONNEL, COFINA, 1981-1982

Personnel Personnel Personnel Change Personnel
. . June 198] July June June 1982
Detailed List 198] 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
Plannecrs 2 - 1 3
Project Auditors 1 - - 1
Monitoring Officers 2 2 3 3
Administiative Peorconnel 27 68
Lawyers 1 2 3
Department Heads 4 1 - 3
Others 1 41 4 19 56
Temporary Help 11 11 6 6

1. Technical Administrators

Source: Corporacion Financiera Nacional: 1Informe Anual 1982
Nationnl Finance Corporation: Amnual Report, 1982
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Table 4

INVESTMENTS BY TYPE OF ECONOMIC ACTIVITY

(1980 - 1982)

(In thousands of balboas/dollars)

ECONOMIC ACTIVITY

Total

Mining

Agroinduscry
Manufacturing Industries
Bakeries

Candies, Swveets

0il Refining

Manufacturing Clay
Products for Construction

Glase Monufacture and
Products of Glane

Manufacture nf Pliarmacenticals
and medicines

Tourism

Transportation

1920 1631 1982
10.862 5,104 3,016
- 600 -

6,120 3,454 -
1.812 1,050 3,016
48 - -

1,727 - -
- 1,050 -
\
37 - I

- - 500

- - 2,516
2,800 - -

130

Source: Department of

Planninp and Credit Policy, COFINA



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

Jhile the statistics in Table 4 reflect activity in the entire COTINA
loan portfolio-~-not just the porticu in which URBE has an interest---it will
be seen in the balance of the manuscript that thev reflect the situation 1in URBE-
sponsored acro-industries as well. A premonition of future disclo%ures 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-industrial
projects". The body of the paper deseribes o meeting held in Chitre at which
COFINA officials requested the lecal Chamber of Cormerce to canvas the Azuers
region for projects which could sencrate loan applications.  The article warns
that while $1.8 million has already been expended by USAID through CGFINA on
enterprises which process fruits and Qoxctnbles and similar activities, another

$1.8 million remains to be Invested, and will be lost unless it can be commit:ed

by Mayv 31, 1a063!

Table ¢ presents a trend malveis of the cost per new job penerated by
the entire COFINA loan portfolio since its inception in 1976. The rate of in-
vestment displavs surprisine volatility, ranving from as little as $24,000 to
as much as S124,000 per emplovee.  This table is quite sipnificant, however, for
it reveals that at no point in its history has COFINA approdched the degree of
efficiency as an cplovment senerater required by Project URBIL.

The tarpet fignre for acco—industrices in the proicet decign was §5,0006
to $10,000 per job. In it most eff{icient vears (1976 and 1980) COFINA's in-
vestment ratio was 2.0 1o 3 ii“””‘t}“'fliiiﬂﬂﬂ fipure. This is another area
where, a5 we view the results of COFINA'S activity within Project URBE, we m:iyv
CXP(‘(‘L’ to cnecounter Some !I"‘ll}‘]"-

Over the vears in which it has scerved as administrator for a mnjor portion
of Project UFEE fundineg, COFINA has been characterized by tvo trends, neither
of which cin be intervpreted favorably,  The first has been the drift tovard in-

volvement in very larye, very expensive showpiceee projects:  the trans-isthmus
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Table 5

COFINA REQUEST FOR AGROINDUSTRIAL PROJECTS,

April,

J

PN A ek "f&"

e E !

La Prensa LUNES 11 DE ABRIL DE 1983

R e ¥ SN RO

COFINA necesuta solicitudes

1983

P RO T I SO IOPY ToW g .

de proyectos agroindustriales

Por Rogelio Herrern !

En interesante reunién cele-'
brada recientemente en la ciu-
dad de Chitré, entre directivos
de la Camara de Comercio, In-.
dustrias v Agricultura de esta!
ciudad y representantes de CO-
FINA, se establecid la necesi-;
dad de que se utilice 1.8
millones de balboas destinados
a promover los proyectos’
Agro-Industrinles en Panama.

Los Licencindos Alexis
Arias, Daniel Souasa y el sehor
Alvaro Tello. promotores de.
COFINA. explicaron alos asis-
tentes el mecanismo que hace
posible lograr los créditos,
respectivos.

La entidad crediticia aporta
hasta un 70% de la nversion,
tocando al inversionista cubrir
el 30+ restante. La tasa de inte-
rés es de un 129 anual fijo, <t
de manejoy 1% de comproniso.
Se dan 15 anos de plazo para el
activo fijo y H unos al capitaide
trabajo. En el pritner cns o exia-
ten 4 anos de gracis y en el se-
gundo 1 afo. Sr presta un
minimo de 25.000 balboas ¥ un
maximo de 250.000.

Muy oportuna fueron las in-
tervenciones del Ingeniero
José Holguin, Ingeniero Benito
Sudrez v los empresarios Vic-
tor Pérez y José M. Rodriguez.
Obsesvaron la necesidad de
mano de obra especializada,
eficientes agencias de merca-
deo y una mejor estructura de
leyes proteccionistas por parte
del Gobierno Nacional.

Los fondos que provienen del
A.LLD., son destinados a empro-
sas que procesen {rutas, verdu-
ras y otras actividades
similares. Hasta el momento
1.8 millones de balboas han
sido invertidos en la Republica
de Paunamé con este fines. Sin
embargo. COFINA tiene la
misma cantidad por prestar,
que de no ser utilizada al 31 de

mnryou de 1983, se puede perder.

Los funcionuariosde COFINA
solicitan por lo menos, proyec-
tos de ideas en estos campos, &
fin de solicitar una prérroga al
banco respectivo y que se apro-
vechen las inversiones en
nuestro pais.
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Table 6

COST OF INVESTMENT PER NEW JOB GENERATED
Years: 1976 - 1982
(In thousands of dollars)

Investment Lmplovees Relation of
Investment/Employees

TOTAL S 196,876 3,684 54
1976 700 © 29 2%
1977 6,828 193 35
1978¢1) 56,809 254 224
1979(1) 48,792 930 52
1980(1) 35,706 1,242 29
1931 (1) 35,227 826 43
1082(2) 12,814 210 61

1) Includes financing for Hoteles Turisticos, S.A.
2) First half of the vear,

(
(
Source: Office of Planning and Credit Policy, COFINA

Corporacion Financiern Nacional Informe Anual, 1082
National Finance Corporation, Annunl Report, 1982
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petroleum pipeline (cleoducto), 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 sccond trend has been toward extremelv rapid staff turnover and re-
placement.,  The COFINA 1981 Annual Report provides names and pictures of the
administrnfivc stal’f, While conductine our interviewing doring the first quar-
ter of 1983, we were unable ta locate anv of these people in the same positions,
Since the publication of the 1982 Annual Report, the dirccrors of the regional
offices with which we werce concerncd---Chiriqui and Azuero---were alse replaced.
The Miphest of ficer in COVINA, the General Manager, Marcos Fernandez, was also

a recent appointee at the rtime of our survey.

Conclusions: A Preject in Trouble

The agre-industry component of the URBE Project appears to have encount-

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

COFINA facces termination In oix weels with nearly 507 of its budret yncommit-

ted. During five vears of project live, only halt the preject has been alle-
cated properiv. an equally serious issue from USATD s point of wview has been
the failurc of COFINA to present reimbursement requests,

At the bendnning of April, according to USalD accountants, only $1.265
million had bLeen properly reinbursed to COFINA.  Another 6,965 million had
either not been requested, or requests presented had been disallewed for in-
sufficient documentatica, With the project facing a closing date of May 31,
1983, onlv abhont one-third of the amount made available feriagro-industry in

1978 had been cleared from USAID'e books!

It is difdicult for o component to resister better performance than the
agency in whicl it o located The problems of Project URDE's agro-industry
component have bheen COVINA'S problems.  These have ineluded the following:

1. Buapid prowth on the basis of showpicce projects with little time
for convolidation.

<o Preference tor export-orientod manafactaring enterprises bhearing
Titele relationahip to Panoma's yesourcen or consumer necds,

3. Declinine intereat in apricultural projects,
4o Rapid staff tarvover,

5, Reorvanization of the apricultural directorate and the monitoring
directorate ont of exictence in 1081,


http:rprti.os
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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 apencies required by the project design to link each
component with the overall objectives. The implementation of the apro-industry
component was the joint responsibility of the Ministry for Agricultural De-
velopment (MIDA) and COFTINA. -

MIDA was to make policy, identifv priorities, participate in, the prepar-
ation of pre-feasibility studies, and provide technical assistance to loan re-
cipients. MIDA arpcars to have abdicated or minimized its responsibility as
outlined above in all matters except participation in the Technical Committee
charged with making evaluaticons of proposals,  The Technical Coumittee was and

is chaired by a MIDA official frem the Dirveccion de Arroindustria, Technical

assistance under the project was enbodied in the support provided by two con-
sultants (Daniel Ruiz and Aurusto Rios) rather late in the project (May and
September, 1981) for pericds of one (Rios) or two (Fuiz) vears. Thelr contribe
ution was nade dircetly to the Techuical Comsittee (as opinions on proposals)
or to COVINA administrators (as advice on project priorities). No technical
assistance was provided to recipients of subloans,

The Project URDE bPlueprint calls for overall project wanagenent to be

provided Ly the Minictry of Planning and Peonomic Policy.  The organization

expected to inplement thia cupectation in dencribed in Table 7 opposite, A spe=
cial unit wasn created within MIPPE'S Dirccetorate for Eegional Planning and Coor-
dination with o fall it Prajeet Coordinat or. Beneath hiw in g phalany of “eo=

ordinating officors for b conpenente of Project Unsin',

The proj et destpn cortifion that actjve fntervention to establish worlking
accommodations be *veen the apyoeipdogos e project and other parts of the program
are essential, as ot forreh specifically helow:

Lo Anro-industrics conld be nopvid by the two industrial parks to be
constractod in David and Chitre Ly GOP an g portion of {its counter-
part funding,

2, Apro=tadustrics could ntil ize the troncport terminals and related

transpoitatfon networks Tinking urban centers with the rural resource
base from which raw materials were to be provided.,
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The explanation for the failure of MITPE to exercise its coordinating
function, and an account of other management problems which frustrated inter-
agency cooperation will be found in a comprchensive report by Carlos Morales,
who served as project coordinator from URBE's incepticn to December, 1682,

His report is entitled, "Proceso de Ejecucion del Proyecto URBE/AID Informe
General de la Coordinacion del Provecto hasta 1982."

Morales notes that durinm the course of thé project the position of Min-
ister of Planning was vacated and {illed five times. There has been one more
turnover since hiz departure. He alse reports ecarly disagreements (in 1979)
between COFINA and MIDA which eliminated the prospect for close cooperation
during the balance of the project.

As a conscquence of theve developments, the evaluation team has pre-
pared a sct of separate studies which concentrate on each of the three URBE
Project components which have made substantial independent proesress:  the
small business loan propran administered bv the Hin}ntry of Commurcc‘nnd In-
dustry, the shelter progran numinintefod by the Ministry of Housing, and the
present study which deals with the agro-industrv loan program under the man-

agement of COFINA,



CHAPTER II

LEARNING ABOUT THE PROGRAM:

Information Sources on the Aero-Industrv Component

Locating the Sources

Conducting a project evaluation should consist of a comparison between
achievements and intentions. The intent, where USAIN projects are concerned,
is contained in the hroject paper. The achievements should be fully documented
in the {iles of the responsible asencies, both USAID and GOP.  Evaluation teams
do not expect to spend most of their time doing detective work to discover what
actually took place during the life of the project. During the URBE Project
evaluation, however, "detective work" o an accurate description of our per-
formance, lNowhere doos this apply quite so well as to the agro-industry com=
ponent.

During our preliminary visit in July, 1982, to develep terms of reference
for the evaluation, we brecame famitiar with the adminisirative structmre created
by MIPPE for project monitoring (Table 7). We were informed at the time by the
project coordinator that cach person on hifs staft was intimotely familiar with
onc or another component of the ﬁrojvr(. We were assured that the appropriate
staff member would work with us on sequential phases of the evaluation, provid-
ing appropriate documentation  {rom MITPE s files,

When the evaluation team arvived (o berin work in January, the situation
encountered wan quite diffcerent,  Documentation available from USATD (to be des-
cribed below) wid minimal, bat thic wan net t oo serpricing dince a fulltime
Taison arency Lad becen catablie e at NIPPY and we had bv'd invited to estab-
Hsh our pervannt o Cicen ther, Howewer o information resources o Project

.
1
i

URBE ot MIPERL prevcd to b catreme v uneven and nest v oin the ferm of oral re-
ports from the "nncicnarios coordinadores" rather than documents,
With veference to the toam membeer - and ansivnments jn Table 7, the following
notes may e ounetn] fnesplainine onr plisht:
o Master Plans for Growth and Servie o Coenter:,
The pevion In chiaree was completine the maot or plan for Las Tablas,
AT othere were complete but she knew nothing about thelr status or
use by the respective comamition,  This was not her assipgnmenc,
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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 1land purchase, his competence was not effectively utilized. He had
no documents but provided copies of drawings and site plans.

On the much more important stbject of housing, he knew nothing since it
was not his responsibility, A liaison, person in another MIPPE office
had recentlv been appeinted to represent the Ministry in dealings with
the Ministry of Housing. She had no records and little information.

3. Industrial Parks and Sewer Svstems,

The engincer 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 stapge, the one in David was less advanced) prevented his
information frem making a contribution. On the sewer systems he was
not well informed.

4. Sports and Culture Centers,

]
The pevson assipned to this .minor component of the project possessed

Httle {nformation and no documentation,

5. A(:ro-l'nrlui;t;*.'ivs; and Small Business Lonrsg.

These two assipgnments represent the major portion of funding for which
MIPPE was vresponsible: 6,2 million of the $10 million available in
loan funds. Tt was our preat disappointment to discover that the en-
frineer responzible for both of them had nelther reconlsner first-hand
field observations concerning sub-projects,  His oversight consisted
of periodic visits to the MICT and COFVINA offices in Panama City to
obtain figures on the current status of (1) loan approvals; (2) expen-
ditures and commitments: (3) reimbursenment requests,  These were then
transumitted to U'SATD's project manager for inclusion in quartuerly re-
ports, '

6.

fetonee and 1 raining.,

Contracting

Ctor technical ascistance, or more properly the lack of it,
proved to Lo oa major ohstruction in the execution of all phases of
Project ey, Delavs for tesal and adminiatrative reasons have plapned
the project sinee 1978, Consequent vy there was no necd for a person
In this capacity and none was introduced to wa., In fact, cach ministry
included in the project made its own arrangements for receruitment of
technical assintiance,  These were then routed through MIPPE for pro forma
approvials,

These brief notes ox dain why it was necesasary for the evaluation team to conduct
| ) )

an  elaborate records search throuph USATD, COFTNA and MIPPE for whatever reecords
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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) Miel de San Sebastian 150,000
10) Nutripec 48,149
11) Ernesto Berard 2,500

This listing also contains some errors and reports events that are not
operative at present. Loans numbered & nnd 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 verifiable.

Nothing in the quarterly reports is verifiable except the wtal numbers of so-
called approvals or completions, none of which appear to be correct,

PIL's Nos, 37 and 49 provide authorizations for the expenditure of loan
funds for COFINA's technical assistance requirements.  The latter number (dated
May 31, 1983) is accompanied by the memorandum of agreement which deseribes the
terms under which COFINA will be permitted to continve to operate until June
30, 1984, These terms include a time frame for approvals and a dated schedule
for processing a et of proposed new apro-industrial loans.

Co  Audit Document s,

The Reeional Inspector Ceneral for Audit, Latin Amorign, investigated the
status and conduact oy the URBLE Project during 1981 (most recent data in the
aucit report are for June 30, 1981) . A final report was prepared and submitted
to USAID/Panama on March 19, 1952, Much of the factual dat. of value in the
USAID filen was doveloped in response to the audit recommendations.  Unlike the
quarterly reports and PIL'S desceribed above, the data included in responses to
the audit has raintained 4 hipher level of sheciticity (contains names dates and
amounts) and 2rifiability (hecaune of nore coaplete identiffeation of cvents, we
could establich whether they were true or falae),

The avdit docurients which were neeful to us included the following:

1) Audit Leport No. - 005804,
(

Eecommendations 5 and 6 pertain specifically to COFINA.

They require COFILA to capedite processing of reimburse-
ment vonchers and review loan processing and approval pro-
cedures to expedite the credit review process,



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 1list is dated September
15, 19825 4t 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 lctter conveying
this infcrmation is signed by Pedro R. Mora, Project Manager

for COFINA. The projects are listed by nume, location, activity
and investment level proposed; this attachemnet is inciuded as
Appendix B to this report. This letter anpears to be the source
of the quote from the quarterly report of September, 1982 (p. 24).
fone of the 11 projects proposca for new support (there is one,
Ernesto Berard, proposed for an addition) were ever funded.

Status Repe-t of February 22, 1662,

This report and its attachments provide the most comprehensive and
accurate baseline to be found for an assessment of the current
problems and prespects of COFINA during 1983-1984. A thorough
study of this report and its attachments is advised for anyone resp-
onsible for the fate of COFINA's loan program during the during
the time extensice of the PACD, )

Recommendation No. 1. of the audit report was that a revised tech-
nical assistance plan should be prepared by MIPPE.  This demand
was based on the finding that only 78 man months of 166 planned
had been contracted.  0f $1,095,000 oblirated for this purpose,
onlv S192,821 had been disbursed by USAID at the time the data
were ceported  (September 30, 1G81),

The status report incorporates as Attachment 1 a revised technical
assictance prograr prepared and submitved by MIPPE on September 22,
19820 Tt summarizes expenditures to date (9-22-82), including the
cost of the two consultants, Rios and Fule and proposed expenditure
for a feasibility studv of a coffee producers cooperat fve, honey
production, a plan for deslyn and evaluation of projects, and a
study o! agro-industrial prioritices to be conduct od by IDTAP (the
Panamanian Institute for Applied Apricultural Research).  See
Appendix € to this report, Anexe No 1. Anexo No 4, under "Pre-
yectosBjecutados merely notes that financine has been provided for
19 Aproindustrial Yoans amounting to $2.5% million. nLeither this
fipure nor that contalned in AMtachment 12 to the carlier status
report (cee Appendix B) I correct,
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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 agendaz (item II). Promotion of the loan program
to attract additional applicants for loan funds was also discussed.

Attachment 5, a letter from John Champagne 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 approved by COFINA more recently than March, 1981. 1t

is not mentioncd 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 Appendixz . It contains an appended list of
prospcctive investors from Chiriqui and the Azuero repion.,

4) Status Report of June 21, 1983,

The final status report on the audit was {iled on this date y tO-
pether with nine attachments. However, the evaluation Ceam de-
parted Panama, having completed 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 was a grueling cxperience for USAID staff and incited
substantial opposition from MIPPE and other povernment agencies as reported by
Carlos Morales in memoir (sce p. 19 above for reference). However, it served
to stimulate statf members of both USATD and GOP to develop written reports of
URBE Project perforrmance which were noi available previously or from other sour-
ces,

D. Rvpronrnmminn Documents,

Background on the reprogramming exercise is provided in the memorandum pre-
pared by the cevaluation team entitled "Interim Feport and Work Plan for the URBE
Evaluation", Hiclkenbery to Fearon, February 3, 19830 np. 4-6,  The mnemo notes
the impending cxpiration date, May 31, 1983, and the failare to expend more than

5.4 million In HIG housing

407 of the 210 million in loan funds and 207 of the
support,

The primary responsibility of USAID of ficials dmplicated in the URBE pro-
pram during the first half of 1983, then, was to achicve a satisfactory repro-

pramming of the balance of funde which would justify an extenstfon of the expira-

tion date. This justificatton was contained in a series of documents referenced
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below, many of which are working drafts:

1) Draft Response to MIPPE's Revised Urbe Plan, March 16, 1983,

2)

3

This is a draft reply to the reprogramming proposal submitted
by MIPPE on March 9, 1983 45 the basic for granting an cxten-
sion of the PACD.

Pp. 4=5 note that no new loeans have been anproved in the past
18 months, and that submission of reimbursement requests con=-
tinue to laj.

As for the schedule of new loans proposed by COTINA , none of
the projects proposed for February-March have thus far been approved
although four were scheduled.

"Furthermore, we have been informed by COFINA staff that no more than
four of the twelve projects listed in the plan are litely to be
approved during the next twelve months. The estimated total val-

ue of these four projects is 5430,000, With approximately $§1,2
million in available credit under the loan and the additional $307,000
available 1 from unclaimed roimbursvmnnti/ for new loans, USAID
estimates that even with the one-yvear extension COVINA will not

LI

be able to utilize $1.1 million or more of carmarked URLL funds,

1" v AT . . . N
If USAID's estimate is accurate, we stronely recermend that the
funds cither be reproprammed 1or other uoee or dechlicated aa of
the current May 31, 1983 Pach."

The evaluation tean cstrongly concurred in this recommendation at
the end of its inquiry into the conduct of the apro=industries
loan nropgran by COFINA.

Draft Ireliminary Commentsn on the MIPPYE Kepropramsing Proposal
. 1] ! b L]
March 25, 19873,

Thit draft was prepared for o discussion with Vice-tinicter Alex-
ander to convev to him USATD discatiafaction with the HIPPE pro-
posal of Mavrch 9, 19871, '

Tt contained 4 Spanish version of the remarks on COPNTNA ctated

in #1 above,

Hraft of Memorandum of Understanding Between USATD and HIPPE,

April 19, 1941,

On COIERA, the draft requests assurance that no add {t ionnl re=-
imburcement s will be submitted on onpgoing subloanc,  For new
subloans, COFTHA will aubmit reishuroerent Toegquests every month,

COFINA T al oto cabmit o welieduls fndicative time wirioh will he
requived for the approval of futare cubloans.

PIL Moo A% dared Mav 11, 19873, with Accempany ing Memorandum of
Underscanding.,

The PIL extends the PACD (or the transportation terminals to
December 31, 1984 and ot b components to June 30, 1984,
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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 question which is ob”fous from the forepoing notes: why did
the number of projects reported approved diminish from carlier to later doc-
uments in the series? Vhile files appear to be comprchensive, the reports
which were basced on them weve quite fragmentary, Our solution to this prob-
lem is contained in the following section. ‘

Although consultancies were provided to Augusto Rios and David Ruiz, no
copies of reports or memoranda fram them were encountered at COFINA.  Accord-
ing to Rios, interviewed in the field at Los Santos, his reports were {iled
with MIDA at the Comite Teenico. The evaluatlon team visited Eng. Guillen,
chairman of the Comite Teenico, but was not able to recover this material.

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

Interview Sources

Officials responsible for the conduct of the CUOFINA agro-industrial loan
program were interviewed in Panama City and aldo in che field. The following
resource persons were especially helpful to us.

1. USAID.

Persons responsible for the COFINA component of Project URBE who had
personal knculedre of its operations were interviewed a number of times,

These included the following:

Jocelvn Fearon
John Chawpayne
Harlan Davis
Bernai Velarde
Frani: Pope
Celuo Carbonell
Frank Miller

Froank Aluaguer
The opinicn was widely shared amony USATD personnel that COFINA was
extremely Independent in the conduct of ite  AlD-supported activitics and 'm-
responsive to requents for information or compliance with repulations. 1t was
asserted several times that the General Manaper of COFINA had refused requests

to meet with top=level USATD persounel to attempt to resolhve differences,  The



- 39 -

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 desigrated official responsible for liaison with COFINA
was Eng: Jorge Prado. He was a penerous information source, piving much time
and sharing a substantial amount of travel with us. TPerhans because of other
responsibilities, he was less well-informed on COFINA loan operations than we
could have wished, He knew littie more than what was contained in the brief
notes and listings he collected for transmittal *o USALD. These, in turn, be-
came the substance of the quarterly reports discussed above,

Prado was fullv indoctrinated (a the philosophy ot urban and regional de-
velopment, however, and never tired of reccunting the intricacies of URBE Pro-
ject desipn, and the presumptive reiationship between the components.  As was
so often the case, however, MIPPE norsonnel failed to convert this kncewledge of

the conceptual model to a criticism of the performance of individual components.

/

2 FAS o SRR

Je OUINA

At COTINA, our contacts were primarily with Sra. Maria del Carmen de Ce-
deno, the Assistant Preject Manager. ler superior, Casildo Gonzalerz, also met
with members of the evaluation team on several occasions. Both Cedeno and Gon-
zalez were fortheonming and accesaible, However, neither was especially well-
informed on the performance of the agre-Industry component. This was attrib-
utable 1n both cases to the receney with which they had ascumed their present
positions.

In the ficeld, the evaluation teom vicited COFINA of f febe in both David
and Tos Santen.  Alvaro Tello was in charpe of the Chitre-Los Santos office.
In David, we interviewed Sra. Estribl, the assistant dircctor, and Tpnacio
Quinterns, a technician,  Tu Los Santoes, ool Aurucsto Rios and Daniel Soura,
both consultants, were aloo interviewed. In Panama Cf{tv, we vigited the MIDA
of fice of Anricultural Development and intervicioed Enp. Vietor Coillen, the
chajrman of the Technical Committec responcibile for approving feasibility
studies,

It became apparent that our investipations pointed toward a number of pol-

icy questions which could only be answered at the top management lTevel within
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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 the end of our review of documents and interviews with experienced
personnel who had worked with the pregram, we remained ipnorant concerning both

the accomplishments and effectivencss of the agro-industrial loan program. The

most basic question---how manv loans are presently in force?---remained unans-

wered. Follow-up aquestions which were of interest to us concerning the number
of employeces generated with loan funds, and the investment per new job created,
could not be answered either f£rom COFINA Tiles or USAID 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 opinionon the gencecal health of the loan-supported induscries, their produé—
tivity and performance, This wae cspecially true since reconsideration of the
budget allocation made to COFINA was an importint factor in the rcproprnmming
exercise Lhen in prosress,

Two measures were undertaken to remedy our lack of substantive knowledpe
after a thorough revieu of exicting information sources. First, we requested
Sra, Maria de Cedeno to complete an information sheet on each loan currentlv in
force. COFTHA complicd preopuly with this request,  The resulting thirteen
responses will be used in Chapter TV below.

secondly, we undertoor neveral field trips to visit as many of the thir-
teen operating loan-supportved enterprises as possible.  Of the thirteen loan
recipients, four were not oerational for a variety of reasons which will be
discussed in due cource,  0f the romaining nine, four were honev-producers.

We chose one of these as yopresintative of the sroup, and visited all five of
the othiera.  Our "sarple™ then consictod of six of the nine possible reciplents
of ficld vicits. Data from the ficld srudies will aleo be introduced in Chap-

ter 1V, which in concerned with the present status of COFINA enterprises,

Conclusions
Tnomany ways, the dnformation developed by the evaluation team on COFINA
from the information sources described in thie chapter fails to satisfy us,

[t is much less adequate than documentary dara developed on MIVI's shelter
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program or MICI's small business loan project (Direccicn General de la Pequena
Empresa). Among the items which micht have been expected to be present were
the following: ’
1. Application guidelines for prospective borrowers,
2. Financial statements indicating the status of collections, delin-
quency in repavment, and related financial matters.

3. A statement of techniral assistance resources available to loan
recipientsa,

4. Periodic repores indicating either the performance of COFINA 1in
generating new loan applications, the performance of the agro-
industries established by loan recipients, or both.

5. Analvsis performed by COFIRA comparing loan performance with tar—
aets, loan applicants with loan approvals, emplovient goals with
jobs generated, investment per occupation in loan supported enter-—
prises, cto,,

6. Policy statements for the puidance of applicants and Joan of ficers
indicating the tvpe of loans which might be preferved by COFTNA
becauce of their prospective impact on the arricultural ccopory

ol the Panoma and che wentern replon served by Prodeet UpRB,

None of these were available from MIPPE, COFINA or USAID.  The closest thing to
a program description prepared by COFINA, for example, was the newspaper adver-
tisement published 1n La Totrella de Panama (see Appendix M, Attachment 0) .

However, nefther MIPPE nor USAID appears to have requested that COrIn
provide riore adeguate derumentation which lapht serve Lo disciose the level of
its performance frepm 1070 through 19820 For example, there is no record of
anyone in anthority tabing note of the fact that COVINA failed to approve a
new loan mere recently than March, 1981, While cxpressions ‘'of official con-
ern over fajlure to obtain valid reimbaraement requents were transmitted to
COFINA at repvlar intervale, other matters of cqual importance (sce items 1-6
above) were neplect od,

Furthermore, oven the adefnistrative fnsoe of reimbursement requests
received Titole attention from USAID until the fnvestigation by the Repional
Inspector Conerai's orffce was coneloded and the first draft of the audit report
was vecceived (Novenber 60 1981), Tt follows that much of the usetul documenta=-
tion presented dn this ehapter was asaociated wit hothe audit report.  The

remainder was developed ag part of the repropramming exercine,
.
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Without intending to dizparaze these initiatives, the evaluation team
must note that che 90 davs deseribed in the steps outlined in Appendix H do
not include (1) the interval bLetweon eotainine the applicarion and filing the
project studv, nor (1) the intcrval between obtalnine approvai and securing
the first disbursement 27 lean funds,  These two {ntervals appear to make up

the greater proporzion of the time reauired to 2ot a4 loan.

Will COFINA'S roviced proceiuros (i€ actuallv implemencted) speed up the
applications »rocess?  In the second reviged MIPPE project nlan of Mav 16,
1983, there {5 a second set of estimates of the time which will be needed to
process a list of loan applications under consideration at COFINA (see also
Appendix H). The time required for approval of theee projects  rances from
one to three nonthe

(& are to be approved in one month. 3 oin two nonths, and

4 in three menchs),. Followine the approval, the mean le:

b}

time elapsed
prior to first disbhursemont is esoimated at three montho.

While we are dealine with cestimates réLﬂur than aczual intervals con-
sumed in processing real projects one conclusion seems clear.  COFINA Gay bo
seeking to expedite fts approval procesc as stated. | wever, it does not in-
tend to shorten the fime between a client's appearance to prepare an application
and the date he receives his first disbursement.to much less than six months

However, six monchs {vem stars to Sinish would represent a substantial improve-

ment over past periormance.

3 o
.

One further positive ouservation should be inciuded with refercence to the

fourth of the six points in the 1ist of proposed fmprovements ot fered by COFINA

above,  There s an excellent team or consnltants avallable o app!teants who
require agssintance in formulating thelr projects,  The evaluation team had che
opportunity v Interview Aupusto Rlos and Daniel Sousa, twe cnayrineers who were
working out of COFINA's Los Santoes of fice in March of this year.  They were pro-
viding assistance in comnleting feasibilivy gtudios and alva ot fering assistance
to engoing projecia,

We were able to mabe an assessment concernine (1) their Ynowledpe of oppor-
tunitie: for auroindustricg to be entabliched within the URBL reacicons (2) tneir
opinfons of tne requitenents Cor fmprovesont of several COPFTHA=tTunded enterpriaes
whirh we had wisited: aad (1) wavn in which the anpplicattion and approval process

conld he vupedited,  We owere positdvely fnpregaed with thei: “nowledeo and aleo
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Discussions with Augusto Rios
hecau

Thes

cants had withdrawn their files

val by the Technical Committeo.

taining a substantial nusber of new a
the agro-industrial program ic .xpect

is the appropriate vehicle for this p

In the Januars 25 mecting betwe

Gonzales licted a number of premotion
completed.  These included newspaper
meetings with the local Chambers of C

newsvaper notices (see Appendix D, At

nd to continue,

wn
t2

1}
<
L

n Los Santos revealed that several appli-

se of the lencth of time required for appra-

¢ lmpressions suggest the importance of mein-

nplications in preparation at all times 1f

The vromotional campaign
uroose.

en USATD, COFINA, MIDA and MIPPE, Casildo

L)
al activities which had been recencly

advertisements, radio announcements and

nmmerce.  However, the earliest of the

tachment 6) is dated Decembor, 1382 An-

other (see toble 3 above) is dated April 11, 198Z--=six weoks hefore the pro-
ject compleiion dute,

There Is little doubt butthat COVIna premocional efforte, like policy

t
developaent for anro-induriry celection, has come a2t the eond o the rive vear
4

life of the project rather than at the bepinning wiere it bolonyged.  The time
to have initiated higu-Hressure procetion activitios would have been no later
than the cecond semester of 1981 shen the stream of new loan recipicnts dried
up completrelv,
Sunorvirihqi Tosnniond ﬂﬂﬁlﬁfﬂhcf‘ifﬂi Monitorine: COFIUA Follow=-lin Activities

Once o loan agreement has been ceompleted, the cooperating azencies of
the povernment of Panasa have the respeasibiiity Tor maintaining the project
in a prorit-maring pasition, and fnturine that lean funds are utili=zed for the
purposes latended,  The project planners stated that MIDA was 1o provide techii-
cal assictance, ntilizing ity recular personne! Tor othis purpose. Menitorine

trative coplovees,
nancial suppere for technical assistance,

al _frowth and Service Conters AID/BAS-002,

Was to be conducted by OOFINA adninis

The prejezt budper allocates {4
studics snd premoticn as tollows (Rur
p. 82):

A, CCFINA

M1DA

TOTAL

[

$ 70,060 To be

promotion,

used for loan

$120,000 To be used tor special
studics of particalar
apro=-industries,

$190,000






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 disburcement in May, 1981, there have
been 12 follow-up visits. These took place between November, 1980 and June,
1982, These and other data confirm that visits every two months have been the
normal frequency.

At no point in chese interviews, however, did the consultants accept res-—
ponsibility for providing technical assistance to ongoing projecrs.- Since Rios
and Ruiz have heen made responsible for policy-related research and follow-up
visits, in addtion to feasibility studies for applicants, this is not surprising.
The appoinctment of David Ruiz dates from Mav 1, 1981, Aunusto Rios joined COFIN
on September 1, 1981, There {5 no indication as to who (if anvone) discharcoed

dates; however, cthe Tollow-up visits were being

o]
rt
z
-
]

their assiynments prior ¢
made from Panama durine latve JO980 and 1981,
T
The shortfall in technical assistance could have been remedied by MIDA's

conono

the

o)
8]
t

D_w:v‘,r-xnrnv‘;s"n, nrr-r*nvn');w"y. Inr
TRororaty pProechamanlt 1

te a USAID question

-~
t

inter-avency meeting of January 25, 1983 Eng, Guillien replied that his sta
included three induscrial chemints, three economists, three industrial engineers,
an industrial mechanic, and a business administrator. MIDA appears to hove made
Ruiz and Rios complet:ly responsible for its commitemnt to URBE projects; it
appears that 1ts professional staff was othereise occupied,

It seems clear from the URBE plan that the two types of responsibility,
follow-np and technical assistance, were divided between COFTHA and MIDA.  1In
the monthe prior to the second semester of 1981, Yollow—up activitivs were per-
formed by COVINA Trom Panama Citv, Since then, the appoilntnient ol the MIDA con-
sultants, Ruiz and Riona, permitted COFINA to assinn part of thie burden to them.

MIDA was to have conduct.d feasibilivy studies and provided technical
assistance, Uricr to retontion of Rios and Buizo neither of these were perform-
ed. After theae consnltiants wore hired, thev participated in project studies,
but not in provision of technical dsnistances At rhe same time, a portion of

MIDA'S pre=URRE responsinil fty for the development of a national apricultural
policy was transio-rod to “niz and Rios alsol
In short, both COFINA and MIDA took advautage of the consultant appolint-

ments to trausfer some assigoments which, under the project plan, were to be



assumed by their permanent emplovees. Meanwhile, little or no tecihnical assist-
ance was provided to the recipients of Project URRE agro-industrial loans, as

will be confirmed in the following chapter,

Concliusions

YT A

A5 staved at the beginning of this chapter, COFINA and MIDA shared res
ponsibilizy ‘or the followine sequential components of the agro-industrial pro-

gram under Project URDE:
25 for selection of agro-
ipients,

1

1. Development of volicv and priorit
industries which would be loan rec

2. Conduct an applications review program and promote interest in
agribusiness opportunities throughout the tarpec areca.

3. Provide sunervioion, technical assistance and monizoring for loan

Since COFINA was presumed o enter the project in 1978 with a large backlog of

Projects awalting anoroval, it was acsumed that thoe real orf 27 brojects averag-
1
ing S150,000 would be easily reacned within the project pericd, ‘

The assumbtion proved to be incorrecr.  The lass COFTNA Toan project pres-
ently opernting was approved on Maren 16, 1981, It was the 13th loan-cupported
. .
agribusiness o benefit from the n"u,Adm.l These 12 proiects, vaken tomether,
represent an cxpeadilure of Z2,024,000 ‘u UPREE funds when fully disburced.  “are
than one=third of <he loan Sund as never comnitied and more than one=third of

the projects olipihle ror upport were never identified.

The shorcfall mav be attributed at leant in part to the record established

.
a

by the adminicorarive arencies, COFINA and MIDA on the compounents reviewed in
this chapter:

1o A comprenensive sratement of agroindustrial policy, despite the quo-
taticn from the projece paper o at the beoinning of this chapter, has not heen
made avaiioble to either SOFINA or USAID by MIUA o the present time,  Of the
3120,000 orizinally budested for specilic stadles of apro~industrics intended
to estabiish priovici o, onlw 520,100 had been vipended by the end of 10820 and

1

there were wo reports in civealation.,  In Mareh o this wear, with Jean than

three months of the praojeet period rematning, MIDA wan stil! antice fontine making

Lo The tarevet feuve of 227 loan projects averaeang J150,000 {5 taken
Trom the USATD Quavterly Reporta taor the lagter halt or 1982, The
figures do not appear in the project paper,

2. Our data and these conclunions represent the sltuatton as of April
15, 1983, ihis was the day we completed flceld work on this project.,
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Table 3

URBE/COFINA ACRO=TNDUSTRIAL LOAN
(ALl sctive accounts to April, 19873)
Enternrise Tvpe of Loan
Name, Locarion, Apnroval Date Industry Total
1. Industrzas Apicolas Honev $ 151,200
© Boquete, “hiriqua Product:ion
Februarv o
<. Ernesto Foerard Meat 122,500
Volcan, “inriqui Products
July 2
3. Apiarias Guerra Honey 90,000
Boquete, Chiriqui Production
Decenmbor 27
4. Federacien Coop, Agrop. Fertilizer 1,100, 000
Aruaaules, Cocle
Hav 173
3. Miel Sun Sebastian * Hpney 150,000
Ccu, Herrera Production
Mav 22
6. MHermanos Dudags Honev 150,000
santione, Veraguas Production
May L3
7. Saripun Shrimp 95,090
farita, Yerrern arm
Sepremier 12
8. Jesus Plinto Cogley Swine 47,000
Los Pezos, Herrera Feed
Decenber 1) Plant
\
9. Semilios Duperores Sved 220,953
Anton, Cocle Production
January 12
10, Fruta, Pausmenas Passion 28,370
Son Andren, Chiraqui Fruic
January 22 Juice
L, Apvarias Indatriales Honew 150,000
Hemedion, Chyr rqm Product jon
Fobruary 12
12, Punta vncon Shramp 241,516
Can Lorenco, Chiriqui Farm
Mareth 5
13, Punea acare Fieh 110,403
Lovs Santan, Low Sant s Product yon
Mareh 1o
TOTALYS 13 Progjects  €3,757, 502
Heon Value 1IN0
COFTIA Data “Neetg, Appendis 1.,

URBE
Supnort

$ 148,000

102, 300

80,010

500,000

133,350

196,427
186,940
133,350

214,708

09,512

e

,,,,ow..'; 10
$ 155,704
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Industries receivine COFINA loan suppart (Table 8) are distributed evenl:
with reference to the arowth centers of David and hiltre=Los Santos.  Six of
the thirteen loaus are cencenrrated in Chiirigu! while the other seven are di-
vided between Los Santos, Cocle, Herrers and Veracua:, Hewever, the restric-
tion contained in the project paper (pe 25) that il should b located in or

near a groveh or service ceator was given a liberal internretation. Sites

such as Ocu. (Miel S, Sehastiany, Volenn (Ernesto Berard), San Andres (FRUP: Y),

Boquete (Apfaries Guerr-), Yarita (Sariypuay, Anton (Semilias Superiores), Fem=

edios (Apiarios Industriales), and San Lorenzo (Punta Rincua) strain the de Ln-
feion of "near"
They are also distributed evenly along an ascending trond line with ro'-

.~

erence to growth In numbers through the vears 1070 (3), 1980 (%), and the & -4

semester of 1981 (5) before coming to a sudden hialt. While there was subscan 4l

government reorsanization and policy chanze fellowing the death of Gener ral wuar
‘

Torrijes on Aucust 1, 1681, the approval of apro-{naustrial loans from URET Lunds

terminiated earifier in the vear (Maren 16). The sipnificant cvent in COFINA

operations which toow place in that month was the conclusion of u loan agre.-

ment with the World buane for 520 miilien in ingduserial credit fur reicendinge to

loeal {nvestors,  In the opinion of USALY adnintutrators, COFINA'Y atiention was

diverted o the larpcer nrobhles of dishurcesent created by the World Lanic credis

With repard to the enterprines, thernelves, they are aoymmetrically concoen-
trated {n Several (ndustries: honey procuction for export (4 toang), and shroep
farming (2 loansg. PnfwrtHHA:uly, nefther of these tuo ontedprises "demonstrate
atrong linkaves to apricultural productfon within the prr‘h~fr araa’ called £

by the projece paner (p, 290, e other enternriaee cempiy more foreetylly w,th
this requiresent Beat evarnled of backwardd pinkare to resional farm product fon

are fertilicer mintng (COACROY, eed prcduction (Semillan Suprrifore:), meat pocie

fnn Geroeoto Bevard) and fraft julee procecann (FREPASA) .

-3

heoranee of URUY fdnane o] suppert e Trem VAT, TEY to LR00, 000 hut thi -

Lo decentfve,  Aetaalle nine of the Toany are within or very close te the (ntepvgl

between 100 000 co 200,000, Thia (e sutticient to establinh a qualitatfve Ji-

tincticn hetweoen the »oaqle of cperatiens elipthie Tor COFINA Support and the SETIN 1

tmaller enterpriaen (550,000 cot)ine) whieh ate fnanced throagh MICH's 2mall Suyk=

ey Toan- (‘vnq.ng Pengen ),

AN 2, R R
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Table 9

URBE/COFINA AGRO-INDUSTRIAL LCANS: FINANCIAL STATUS
(A1l loans to April, 1983)

URBE Grace  Term of  Interest Unpaid
Year Fnterorise Name Support Period Loan Rate Balance
1979 1. Industrias Apicolasé $§ 148,000 29 Mo. 7 Yrs, 12,57 35199,701
2. Ernesto 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. Agro. 500,000 24 Mo. 9 Yrs, 12.5 23,3%1
5. Miel San Sebastian 133,350 24 wo. 10 Yrs, 12.5 194,011
6. Hermanos Rudas 133,350 24 Yo. 10 s, 12.5  12,521%
7. Sarigun 55,000 12 Mo. 5 Yrs. 2.5 42,838%
B. Jesus Copleys 41,782 0 7 Yrs. 12.5 58,531
1981 9. Semillas Superiores 196,427 12 Mo. 7 Yrs. 12.5 42,440%
10,  FRUPASA 186,940 12 Mo. 7 Yrs. 12.5 64,716
11, Aprariar Ind, 133,350 24 Mo. 10 Yrs. 12.5 9,583%
12. Punta Rincond 214,708 12 Mo, 6 Yrs. t+ LIBOR 84,006
v+ 2,25 :
13, Punta Bucarod 99,512 0 - 12.5 133,509
TOTALS $2,024,930 $809, 145

# These projects are fpnoperative and in process of foreclosure.,

® Payments charned on interent only.,  This usunlly means project {s still
tn Grace Porivod,

Souree:  COFINA Data Sheetn, Appendix L.






EMFLOYMENT PLANNED AND GENERATED WIT! INVESTHENT PER JOB:
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Table 10

AGRO-TNDUSTRTAL LOANS

(A1l Loans o Apr:il!, 1083)
. Investment
Total Lnplovment ., Direct ., Indirect per
Enterprise Name Loan Planned Fmplovment”  Emplovment , Direct Jeh
l. Industrias $ 151,200 8 13 - $ 16,631

Apicolas

2. Ernesto 122,500 15 21 - 5,833
Berard

3. Aptaries 90,000 8" 5 - 18,000
Guerra

4. TFed. Coup 1,100,000 16 e 25 60 44,000
Aprop. '

5. Miel San 150,000 11 9 - /16,666
Sebastian

6. Hermanos 150,000 11 . 8 - 18,750
Rudas

7. Sarigua 25,090 9 15 12 22,959
Inc.

8. Josus 47,000 6 O6 - - - -
Cogley

9. Semillas 220,953 g° 1] 35 20,086
Superiores |

10, VFruatas 728,370 63 a5 60 7,667
Panamenos

1. Apiarias 150,000 11 15 - 10,000
Tndustrigios

12 Punta 241,516 8 8 - 30,149
Fincon

13.  Punta 110,903 12 06 - - -
Buecaro
TOTALS 3,357,502 186 225 $ 14,020

l. The total
portion,

2,

Yo From bvaluition
G % oermanent,
YA permanent, A
., Not

e '
(IR 1 I

erporary

From COFTNA propct studics,
Lredd rurvey,
temporar v

toaperationcomitted from total mean investment per job,

toan must be used in comput ing cost per job, not just URBE
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Ernesto Berard

671"

PROYECTO URBE-COFINA

Fabricacion de Embutidos

Volcan, Chiriqui
. Provecto amplicidn de la fabirica
B/60,000 aprobado febrero de 1980 Equipos 40,000
- Capital de Trabajar 20,000
Empleados .
"~ Plazo de amortizacidn: 5 afios incluye el period de gracia
Morosidad: B/3,232.45 al 29 de diciembre de 1982 (Incluye el otro prestamo de COQFINS
£/62,000.00).
Problemas actuales de 1a cmpresa:  Alto grado de con-aminacifa en la planta. Control
Wﬁg;‘n;pducciGn‘compras ¢ 1lnventario. HNecesita a estv’iar la estrategia de venta.
DU et : AR ietodin b . . - )
RN 2o} TINTEANS Confeccidn de Emburidos en la
ATy Empresa Berards
ol T
: 2R .
AT La carne es remorida Jde los huesos
j.'V" * manuilmentce, .

e et S

La carne deshuesada es molida y
condimentada,

S T
’F'x»"’z’_‘"
L. v

e
v

;'7

U e o, » La carne molida se coloca en una miquin
. : = i G e oD un pitHn cubierta con el tubo
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pulradas creado los embutidos
individuales. (Enta miquina se
observa a2l frence),

Estas cuerdas de cmbutidos e colocan en colgadores

de metal y se insertan en horno alto con un fuepo

humeante de madera en ] piso. (Observa el cbrero
colocando ¢l colypador con los enbutidos en el horno
y el fuego en ol piso del horno)

Despads de un breve Iapso on el Lhorna, los embutidos

50N removidos coleados v recipientes con apua

o
i

hirviendo para completar wu coceidn.

Cuando son removidos de 1o tandues de apaa, los
- - . -

ot oen camaras de refriperacior.,

enbutidos

Ia venta

colocad
v
individuales y o empaquet ados

embut tdos qon

Lucvo son removidan cortadons en
'

para
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(handling mecthods could be impreved), and (2) stimulation of sales outside the
David-Concepcion area. The Berard enterprise aspires to penetrate the Panama
City market., Appropriate technical assistance by experienced experts (perhaps
from outside Panama)could make a substantial difference in an operation which
already -appears to be profitable. To the present time, no help has been re-
ceived from either COFINA or MIDA,

Additional details of the Ernesto Berard company and its sausage produc—
tion accompany the photocrapns on the preceding page. The sausage-stuifing,
slicing and roasting operations are described in the photos and accompanying
text,

2. Federacion de Ceoperativas Avropecuarias (COAGRO)

Ty

This is the larrost sublean in the URZE portfolio and it was approved on-
ly after cxtaensive review by both COFINA and USATD. The URBE contribution to’
the financine of this 31,100,200 project is $5G0,000, loaned at 12.5% for 9

t
years. A5 al December L4, 1982 the pavments were behind schedule by 523,331.05
Funds for this project were used to build a medern fertilizer mivine élnnt near
Aguadulce, Cocle.

This wns coneeived as a capital intensive enterprise since it is hignhly
mechanized.  The ratio of investment te empleyment geaerated is higier than the
limic ser by USAID for

S [l PRVIFS W W

LE anro-industrics.  However, it was considered accept=

b

able becauce of the savings from import substitutien and the potential reductieon
in costs to the tarmers.  The plant {s owned and operated by COAGRO, an umbrella
organization Yor 3! asvricultural cocperatives with a total .membership of about
10,000 farmers. |

The toar of the plant was quite impressive (sce photos on following two
pages taken ontside and within the plant).  Specially desisgned technolopy is
emploved to produce o half-miltlion sacks of ferdtilicer per vear, Consumers are
private farms (607), membhers of the cooperatives (357) and the poveramert (55),
However, ot precont the niant operates at o ondy 400 ot ite vated capacity,

The manager, bor, Aurciio Changy (wivo ha s been with the plant since 1ts con=
struction stame), Savs that this g not completely vanespected gince demand ends
to e cvaelical in nature,  However, salen have been severely damaped by the o=
cent decline in Panama's supar production.  buring Mareh, a 2,000 ton rontract

from a supar company was cancelled,  Since the sucar Industrey is COAGRO's


http:organi:::i.on
http:23,331.05

SR ECTO URBL-COUY INA

FERTILTIZANTES COAGR y ROL.
Fabricacidnde abonos v plagicidas
Federacion de Cooperativas Afrapecuarias David Sinchez
B/500,000 aprobado (URBE) mavo de 1980 B/1,000,000 aprobado (COFINA)

Propdsito del Financiamiento: equipo, construcaion vy capital de trabajo
Empleados 15 (direcrtos) Empleados indirectos 12
Plazo de amortizacidn 9 afos lucluye el peridd de gracia.

Morosidad: . 3/23.231.05 (Iniformacidn al 14 de diciembre de 1982)

El negocio marcha muv bien. Hav problemas del administracién de log cooperativos.
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largest purchaser of fertilizer, COAGRO o erators are increasingly concerned.
y 4
The prospects for a viabie supar industry in Panama are dim at present.

On the Yinancial side, the manager io disturbed about the 12,57 interest

rate caarvged by COFINA, Yo fonle that el io o Insupnortanle and wonld like to
rencieiate the loan for o lawer Pivuro. The vrogect oenerate, 0] perninent jobs,
There are six in sdininistration and TEdn nlint operationt.  Selween April and
July, an additicnal Cenr tennorary emplovees are Swdded, T nroject creates sub-
stantial levels orf fngirc.cr crploviient alace Ten times durine the Vear, two

"

shifts of 40 wory ave hired for 3-4 dave Lo load, unload ud travivert

about 2,800 tons of rav omateriale from the port of Aruadulce: to the vlant,

The Iatter point underceores the tact that all agriceltura) chesicals used

in forvilicer

retion are jeoorced,  Additional technolorr an ermnloved by
IDIAD in testine seil samnies and prosershing apecitic torrilioer i
crep conditionn.,  Technical coundnens and guality production seem 1o he the obe=

1
Vious strenythn of the COAGED oneration.  Technicas) anuictancwoeuld seen to be

. . i - . !
adenuate Sor othe nrecant, A more crrective marketine strateey {5 needed to ine
creasce present level of piant utilizarien.  This provlem may become increasingly
serious 1f Tanamanian arriculture continues to diciine,

3. Hermanos “udos, S.0A,

This s one of sevoral honey production coperatiens financed by COFINA and
it 15 not doing weil, Hio approved COFINA loan is for $133,350 at '2.5% for a
term of ten vears.  Rather curiousiy, there are two other honey production leans
granted by COFINA in vractly the same amount (2333,350 to Mlel San Setbastian and
Aplarfos Tndustriales). '

Allonso Rudan, the proprictor has requested only S05,00% of thin amount
and will not ¢laim further dishuraementn.,  Ag of Hareh, 19830 no siynificant re-
payments ot the loan had been made. e had requested o deterral of his obl{pation
to COFINA untf! 1924, bhur {t wie denfed. So far no Yegal action hae been taken
apatant hinm.

Avfde trem lack ot market ., problem whileh plapaee all the honey pProdurers
who have reccetoed COFTHA crodit v the major problem of this bundnean {4 lack of
adequate managiment Operat fons are obviogs )y o ioreanfzed, Facilitics are in
poor condirtion, Sanftarion and Qualfty contral are non-exfotent and ad=ind st ra-

tion {5 penerally poor,  The owner taken no repular fnventory of Yis operat fony
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oo LEBL-Gar oA s
Produccidn de Miel de Abeja para la Exportacidn

Hermanos Rudas, SUA,

;:2 ﬂcf}v : J';?*

L "'-‘"M- ."J

-y

5?iu§ f
; Qﬁrd vl

Alfonco Rudas

B/133.%50.00 aprobado mayo de 1980

Propoésito del Financiamiente:
nagquinaria v equipo y capizal de
trabajo.
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Empleados 11

- Plazo de amortizacidn 10 anos incluye
el poriod de pracia.

Morosidad: B/12.521.10

El negocio no marcha acuerdo con lo
prosranmado,

e e e @ 4

. .w..v-m-s n-""

Debido a la imposibilidad de exporto:
micl en estos momentos el Sr. Rudas
se dedica al la fabricacion de silla-
escolares para ¢] Ministerio de
Educac:0n,
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and seems to lack knowlednye of simple accounting and bookkeening practices,
Bevond a few peneral expenditures reported verbally, there seems to have
been no record of the unes made of loun fundse  Tv {4 unclear that the funds

for the purvoses programned. Doubt io deepend by an apparent shife

were used
in the proprictor's activities fvon bee=veepine to o furniture maling operation
supported by a contrac: frem the Hinistry of Fducation (cee vhotorraphs and text
on the precodineg two paves).

At present, according to Mr. Rudas, he has only 450 beenives and does nor
expect to reach the programued total of 750 in 1983, COFINA's field represent-
ative believes that he has only about 200. In any case, from the 1982 harves:

(about 20 drume, 55 pallons cach) no honey has been sold.  There are no prospecsy

beyond some prolivinary diccunsions with a buver in Cosra Rica,
This project §s alue wean in terss of cenlovment peneration,  Resicdes fi?u
family members who work in the business, there are only three additienal labor-
4
ers (one permanent, two temporary).  To off2et what must be a hiechly griticnl re-

pert chno positive olocrvation should Le wdded. 1t was Quite ovident tou the eviaie
uation team that Mr. Kudas undersionds bee=neeping and has been enraved o the
busines:, (probably on o wery wuail scale) for vearn,

He falls to understind the difference between cenducting such operations
on a local neichborhoed marveting Yoasin oand o truly commercfal enteryrise with
expectations of caport nades. He hnas apparently received no technical asgatstance
and no busineos education. It shounld be obvious to anv visitor to hin nlace of
busdness (Widdeh T aldoo B senidence) that b da In need of thoth,

The marketdne problom of Mo Ruean 1- very tvpical among COFINA nroiecty
baned on the inueptfon of esport morbaeg o, Profect studies aneert the potent fal
for export but nothtae 0 undersabven to aoning with the placerent of woeetfic
products abrogd, ooy cotreprencurs have neither the resoutees,  the contacte
or the “ales aniiiey 1o conduet BAthetan aetivities (n other countt fes by thems
aelvens The tatare ot apro-induatre dn Panara probab s depends on the suppors
Ol effective marvor gy cHrertoy perhapn 2ith the varsso fnatfon of natlonal Jeve]
orsantsatfon. foreed tar thie, HAFS S AIALNTIN

The houey produrers Cunded by COp LA abpear to he gt odds with another
connrralnt written to the project paper: that they chould not enter arean of

aprosf{nduntey here other producers had unut t sed capacity, A auicy perunal
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available to the public, but it has not vet taken place, While the future of
this enterprise s uncertain at present, COFINA seems to have assumed ; commit—
ment to its survival, .

The lavoutr, manaccnent and technical supcervision of the Sarigua shrimp
enterprise ave quite impressive, It appears to have had the benefit of cood
project deciun and adequate technical assistance in dealing with immedinte

problems of qua’itw centrol and Cield operations. As with the marketing prob-

Coappears unlirzely that srocurement

[

lems encount.oved by the hepev Nroduee s

of seed shrizmn can be reoolved within Paname,  International resources probably
must be tapped and expensive research nay be needed., Within Panama, MIDA may
be able to provide some assistance through [DIAP--=perhaps by contraccing with
expatriante ceonsultants,

Further details of the Sarizua eperation appear in the photo lavout, with
accompanying text, appearing on the precedinn pages.  The pictures document that
some of the emplevment generated by the preject take the form of securdity. The

tanks arc euurded on oa 24-hour bosis because of the value of the crap,

5. Semillas Suneriores, 5, Al

This {6 a commereinl rice geod prucessing plant loacted at Anton, Cocle.
It involves cleaning, sejectiag and packaving hich quality rice seed tor dige-
tributfon throurhout Panara.  The seurcoe of the seed fs Columbia and Costa Rlca.
ALl clovoes of geod are cortifdod he MIbALs Deeds are plunted and tested on farms
operated by Semiliag Sope rfores at oa diatance of 190 Filometers from the Antoa,
walle the cecas themaelves; are fimportea, the caelhe and !r.'m.',w.:x'(:lr Lonoare nrocured
locallv,  All seweds are sold withip Panama and the primary benet{e is in the im=
provement ot rice varfet{es, Tests to deternine whoether sultable varicetfes of
seed corn and sorshum can be produced are nog In progress,

althourh eortification of {ro rice seed fnonot expected antil 1840 thiy
enterprice has been operat oy with rejat fve success, The URBE loan of 196,427
at 12,57 lnteresr for v Vears owas used to constract o building, purchane equip-
nent (a dryer was o Tavee dtem) and aloo for workfne copital. A of December
31, 1952, loan Tepavments were SA2 ANG B in arrears. However, dur tone our Fobe
Taary 2 vldit, the gecountant reported that payments were up to date,

The project Appears to have operated successtally from the bheginning,

althoreh not withont problems,  In a December 9, 1922 1ottor 1o COFIhA, the


http:det.r.in

- 79 -

owners maintained that current costs were much higher than those which had been
estinated in the projece studv. Initial eash {low problems were attributed to
the excessive Teneeh of tine requived by COTINA o nrocess the loan,  TFunds only

nenthe after the date of application., Despite this, £

N

ta

became availihie ot

r
year operaticns were dmprossive o oseed srodonere recoives wide acceptance and

v

total sales cxcecded Che walome: wvnic!

hohad been provrammed.
During vhe second vear the figaneio! - ftnation of the cempany improved.
Sales were strovs and che end=atr=vear auniis showed o prorit Zfor 1982, At pres-

ent the company tas plans for additional Tinanciny to double jrs production,

]

However, i versonne] intervicwed expressed sone dissatiziaction with COFIN

ol L [ATANY

4]

Thev anserced thae Do o4 iira nad been made vo the plant sinece the oun wiaeg com=

pleted.  For cxoangion crodics rhe company helieves ir Can cet beller ternms hy
3 £ b A R P,

applying tor an iadustrial foan freo the Zavco Nacicnal de Panama. 1t was re~

peated that no technica: or {{nancial services: had heen rocoived frem COFTNA.
{

Semdillag Superiores vapiove 11U persens at the plant (5 normanent and 6
4

temporary), and about 15-20 woriers in the vice Uieldu, Durios arvest, the

number of worsers in the ficid mayooe s hlich oes W00 So far as the evaluation

tean could determine during lts bLried visit, this 15 4 well=desicned and effic-

iently operated busineos Cilling a definite need in ranamanaian asricaltnre.

As In the case of Zrnesto Berard, however, the premotoers of this enterprise have

been in business for 2 number of years (3). The amount of COVINA investment !5

377 and the clicar's investment i 035 of the amount expended,

b, Truras Panamenac, €, A. (TNUDPACA
AL ALY .

This project, located at San Andres in the uplands of Chriqui, produces
passion fruj {maracuv1) and extraces and procesoes the julce commercinlly, Tt

{5 supposed 1o Lo an cxport-oricated jindustry. The URBE sub-=loan of $186,940

[N
)

.

part of a larcer favestment package of over a million dollars fnvolviny six
different loans trom various sources.  COUINA s the larpest Tender with an ox-
posure of L725,370,

Jecauan or 1y many leead and financial camplexiticos, this has been a d{€f-
feult projecr to cvaluatoe, AU presenty the plant !a bhefnp agperated on an expor-
fomental hasis and {rs real potential {4 unknown.ainee ft {5 only beiny operated

at L% of capacity,  The legal status of mortgapes and other collateral {s atill
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The foregoiny six accounts represent the sum of observations obtained by
the evaluation team from field visits to COFTIA-supported agro-industries which
had benefitted fraa URBE Project ‘fin:mf‘.im;. However, executive reports (Informes
Ejecutivos) were charcd with us by COFINA.  These are prepared for {nternal dis-
tribution and have ner been independently verified; however, thev reflece the
perspective obtained by the sponsor toward these vrojects ané are usciful for
that purpese. Cortainly, COUINA wonld not serve its own inceresrts by present-—

ing these  enterprices in o necative position,

The following six brie! statements are based on the Informes Eiecutivos

which appear in Appendix M.

M N . tay LR
7. Tndustr:a ( :u\:’f\fw\)

The nropricviyons this enterprise 5 known among the office staf
Abeja Reins", lier enterprise was the first bee-reeping venture {unjed by COFIN
with a commitnont or S148,000 in 1979, The lban is for seven years at 12,57,

The unpatd balance on this aceount (2199.761) is5 one or the larpest ‘n the COFINA
portiolic. 7The promotor had received an cariier lean of 553,158 From BhA for
the same project which (o 2ico in delanit and under Teeal action., It appears
that secme of the ecnllaternl pledred to COVTHA has beon attached bv LDA.

The seartus of the proicet {0 0ot Snewn becaue e provriverens Yalls to
receive follow=ap winito, COJINA han toren Tooal aetion to Yorecione this en-
terprise. A judge in Panama appointed o temporary adodninrrator for the prop-
erty ‘o Tebruarv 29, 93, There appears to bhe g serions guestion concerning

. ) i

the uses of loan funds by the operater of thts project,

.

£o Apiarion Gverra, S.oA.

Like INAPASA, this bee-keeping venture does business from Boquete in the
province of Chiriqui. With 580,010 in URBE funding, it is one of the smaller
COFINA mprvo-industrial loans, with a4 tLerm of §4ve years at 12,570 interest,  As
foothe case of THAPAS, thin enterprioe had g nrevions BDA loan, Tt was ref{n-
anced with COUTHA fuanding, however, which i diforent from the PHATASN cane.

The entorprice {4 In prodacticn but is cxpertencing Sinancial MM iealey,
It has never made o pavoent to COPTNA on s loan. Tte level of delingquency
At present Lo 231,990 The execat fve teport notes that the proprictors of this
busfneas do not underatan bockocpiar and Bave no buas ine -, backeround., Thew wero

to have operated 1,000 Leehfves under this project bat have only 25 gt present.,
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Aniarios Industriales, S. A.

This is

the last and most recent of the beec~keeping operations.

It 1s

loacted in Remedios, Chiriqui, and has the same amount of URBE financial support

~

as Miel

According to COFINA, thic i

o

San Sebastian:  S1372,350. The loan g repaviable over ten vears ac 12.59.

the omly one of the honey-nakers who s doing well,

Thedlr unpaid balance is only 260 581,

The

conpany abserved
cach year,
in December and
located in the wmonth of

pects that the project will
coming venr,

An oo

hives in production and will harvest 80,7 tons.

$66,577 for the vear, Thig certainly compares favorably with

aoty

for Apfarios Sucrra

1. Tunta Rinceon, 5,

This 1z
received a

(London Interbany, O ferore!

Migh commercial interese

£34,600,

that ior
Thev had ao mone
continues until April.

reach

amtanving technical Teport noted

B oeies ey g
LI R REEREE I R

Later)

rate are not explalned.

scheduled loan pavment was in December of

ab o this time beeause the harvest of hotev begins

They requested a revised proevram date
. ]

There have been technical problems bue COUINA ex-

[ts objective  of 2,000 hives during the

that APTIPA presently has 988

The income is estimated at .

‘
the {ipures given
q

. 1
e, they have no marketing probien,

;oprojecy locaved at Suau Lorenzo, Chiriqui. It
- ’ {

Toan of T215,708 from UBLE funds, for a period of six years at LIBOR

pius Moopoints. The reasons for this rather

Thelr level of delinquency 13

The revors notes that the project Ly far beliind in relntion to 1ts nehed-

ule. COFINA doubts the caparity of

to pot
the morteare cowrantias for
COFINA should intervene

become operational,

. - iy
trom B

additional fdnancing

levally to recover ity

the pronotor teo follow throuph, He attempted

P but wan retused. Undike other projects,

o Toon appear to be valid, Tt fo suppented that

investment,  The project has

althourh no reasons are piven.,

12, Punsa Sucaro. 5. A,

This tinhing profect wan lacateqg fnn Lo Simtos, Los Santon.

financial coimitment of

tionnl,

Jeet has been fovecloned and a Judsement from the court {n

mertyare suariantees wore ot

99,512

Loan tunds were miamanaead and e crenany had many creditors,

It recetived
The project never became npera-

Thae

Trom UNRBL.
pro=-

awalted, Sinrce the

crmeouted, there doon not deen to be moch chanee for

neyver
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The revicw of enterprisvs which resulted from field vigsits, interviews
with COFINA reyional office personnel, and perusal of exccutive reports was the
most productive nortion of the evaluation. Surncrlcing the tacts presented in
the preceding section of this chapter, we have prepared Table 12 opporite which
places ¢ach of the thirvteen enterprives in a foureaniv e¢law,ifzcation.

Class A enterprises in Table 12 reanire nothine more than favorable world
economic conditions and a sprinkling of vood lucr. Thev will repav thedir loans
and probably displav sienilicant cconomic prowth. Crly COAGHO fn thie blue
ribbon group of apro-indestries hae o serious problem: unaer-utilized capacity.,
We belicve that this is correctly attributed to the world warket in commercial
crops,  While ft is bevond intervention or control, it has not seriously threat-
encd the survival of the enterprice,

Are there conmon characteristics among Clacs A enterprises which may be s
the subject of <ome gencralizations about agro~industrial success?  We believe
50, All three Class A tirms are larpe-seale ;‘»roz}tu'ur:;. All are techunically
gound with cocd business and financial® manavement. And, above (V) v;ul‘*h has n

e o o ety

marketine arranvecent which diapnsen of its nroduct,  COACRO makes une of {us

network of farm cooperatives and major piantations.  Semillas buperinres has
a national neiwork of distebotors, APISPA was able to dispone of {ts entire
harvest {n 1932 to o <inple contractor (Compania NEGGL),

Class B enterprines dn Tahle 17 are also technically sound enterprises
with good busnitess ang fdnancial monapement,  Unlibe Class A firms, atl are

distreassed by soriong lovels

Counderut il ved or unused capacite. These pro=
'

ducurs are unable to dispone ol their products adequately, Berard necds broad=
er penetration dn the domestic market. Sarfeus and FRUPASA need to paln accenns
Lo the ezport rrades And thelfr problems are probably not an slmple an the cons
clunfon of appropriate sarbeting arrangesente.  To export chitmp or {ruft prods-
uctn, o hivher level of procecaipe with add?t fen) technolopy will prohably be
requited,  This omav be true aio for Borard 1 e ta to "-vx;m::" meat products
to anama Gy,

Te g ot this polnt fa the pattern of proposed apro~indosteial develop=
Pent that techrdeal asaiatance and marb oy rewearch, {n;:c-llu:x, tmunt bhe focuned

on the prablems af pacticuiar snduntrdes,  And at thin pofut, the evaluation
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Class A:

r

Class B:

Class C:

Class D:

- g§&¢ -

Table 12

COFINA'S AGRO-INDUSTRIAL PROJECTS: SURVIVAL POTENTI1AL

Profitable enterprises with appropriate technology, sound business
management, and pood repavioent records,

Federacion Ceoperativis Agrovecuarias  (COAGRO)

Semillas Superiores

Apfarics Inductriales (APISPA)
Potentially profitable enterprises with appropriate technolog

; ; £ ]

sound busines. manapement, and acceptable repayment records. At
present, these enterprises are far from reaching their potential.

Erncate Berard

Sariyua

Frutales Panamenas (FRUPASA)
Unprofitable enterprines with serious management sand techaidal

+ ’)

problems and suLstantial indebtedness. At present, these entor-
prievs are descending toward failure and legal action,

Apiarios Guerra

Mlel Sun Sebast fan

Hermanos Rudas
Unprofitable or {neperative enterprises vhich never beeame ro=-

!
ductive auc which have accumualted subntantial delfnquent accounts,
’

At present, there projects have been writtea off by COFINA as not
salvapgeables Leyal Getion has been taken against ther or in
planncd,

Inductriag Apfcolas

Jenus Coeley

Punta Rincon

Punta Bucaro
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It seems inevitable, piven the substantial nunber of moribund and de-
ceased menmbers of the list in Table 12, to raise a final issuce concerning COFINA
revice procedures,  What Lind of brojoct study would have examined the prospects
of the Class -5 enterprises and vesulted in thelr beinr approved by both Tech-
nical Committee and Credit Cemmitiee?  Doeg the fault e with the technicians
who prepared the studics? Unless they deliberately intended to diccefve, this
appears unlikely, It seems more reasonable to conclade that the Techinienl

Committee and the Credit Cormnmittee pasced these {1l-prepared propriviors with
ill-designed apgro-industrics becanse they were the only applicanc, available.
Aud this returns our discussion to the polut of oripin at the Leginning
of this chapter., Why do the numbers of so-called approvaly on the various
Hsts cireculated by COrtNa (neo Append s Ay and 1) beor chineing? Why have
no new agro-industriecs been added to the active liot since March, 19817 And
finally, why docs COFINA feep prenising to deliver a new list of projects
"under active consideration” that never materialisces (Appeudin Dy, H) 7,

The answer rust be given an Lu().ﬁ;n‘Lu. First the taflure of MIDA to
develop it apre-industrial policy and perforn specific fndustry studies has
left COFINA with no puldance in its recruftment efforts,  Sccond, the incredible
fallure rate they hove vAperivnced by accepting applications from self-selectod
entreprencurs has undouLoodiy resulted in Bear=paraiysis with respect to accept-
ance of new proposal e,

ut this does not cxpluin the revolving liate of approvals which never

contain the sare naved {ndustries over Intervale of several months.  We have

no absolute wrsner to this but wieh to point to COFINA's .'1;);7;.\1'(111 possension
of several Toon wcernnte fron whiloh apro=tndunteial fomde nay he advanced,
There fo, for cumle, the cane of Queverfo Dl lve which appeared on several
Heovy of Uil /unsty dpprovalyay then wae withdrawn only to appear an oa COVINA-
supported project fnothe 1950 Aunaa! Bepore,

T ey b that 200108 Lo repolavly poariacd the poliey ol fupsling the
arnleneent of cliens o fror o Tong fund Lo anatheer fog teasons of internal
loan fund vanaperenr, 11 sy At may alea Tave been the canae that more attractive
prospects were qeefpenod to other tndutrial Joan acconnte, |t seecms fnprobab e
that the collectfon of Tonaera whieh appears An Table 10 conld have been assemb Led

by chance alone,  Are the winners recefvipg wupport from o other sourees?
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DISTRIBUTION OF LOAN

Class A

Class B

Class C

Class D

Name of

Aero-Industry

COAGRO
Semillas
APISPA

Subtotal

Ernesto Berard
Sarigua
FRUPASA

Subtotal

Apiarias Guerra
Miel San Sebastian
Hermanos Pudag

Subtotal

INAPARA

Jlesus Covley
Punta Bucaro
Punta Rincon

Subtotal

TOTAL

v
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. Table 13

SUPPORT BETWEEN COFINA AND

COFINA
Loan Total
$1,100,000

220,953
150,000

$1,480,953

8 122.500-—2

95,050

$ 945,960

S 46n,000
150,000
150,000

& 390,000

5 151,200
47,000
110,963

241,516

—

$ 550,679

$3,357,592

PROJECT URBE BY CLASS

URE

l.onn Amount

500,000
196,427
127,350

s -t ey
- 529' ;77

L 52

4

£

102, 300
55,000

186,940

$ 344,440

$ 80,010
133,350

133,750

$ 346,710

3 148,000
al, 7873

99, 917

214,708

$ 504,003

$2,024,920

Loan

% _URBE

56.40

36.41

88.90

91.50

60.31
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CHAPTER V

PROJECT URBE OBJECTIVES AND COFINA AGRO-INDUSTRIAL ACHTEVEMENTS:

Conclusions

Executive Summarvy

Project URBE was initiated with a $10 million USAID loan on August 3, 1978
to finance a muitisecloral integratred area develo&mcnt propran In Panama's Western
Regron., The overall objective was to strencthen the econony of the recions serv-
ed by two urban erowrh centers, David and Chitre-Los Santos by a combination of
infrascructure and sociocconcaic projectse The infrastructure projcers included
induscrial parks /2), transportativon terminals (2, sports and culture! facili-
ties, and a housiny progranm primiarily for the bencrit of middle-income houscholds
whose proiessicnal and technical skills were decmed essential o sustained econom-
ic growth. -

The secioeconemin proprams consisted of a small business loan fund to be
administered by the Hiuistry of Cormerce and Induscry, and an agroinduscrial crede-
it program to be administered by COFINAL  Both were intended to penerate employ-
ment and cxpand the range of goods and cervicos available in the Western Region.
The COTINA program, in addition, wau to stimulate the production of anricultural
Faw materials which could Lo processed for onport to markets outaide Panama. The

COFTNA apro-industrial credit prosram {n rhe subfert of this repore,

1o Awmio=~induserial Procram Goals and Guidelines,

The Intertion was to dicpenae 52,0 w1 ilinn in UoATD lnub funds to finance
anproximately 22 projects ot an averave value op S150,0000 Tt wen expected that
direct empicyment stimulated by thin investment would rance from 120 Lo 640 fohs;
anoaverave {awvestment of 55,000 ner cmployes was advised, with g col] fre of no
more than 510,000 to be permitied,

The apre=-induseriag] onterprices would Paitiil the overall project objoe-
tive by providing crplovnent whaeh would ret il restdents within the repion and
reduce the flow ot steranty to Panama Clee, Tucr s dmportant, they would of feet
backward linkages 1o avrdfeulture and fuplement the povernment  Plan $or Apro-
Industrfal Development, . product of MDA Avro-industrial Drectorate belfeved

hy project planners to have boen completed fn 1974,
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effort 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 tharn in other
agencies and may be a reflection of its diminishing stature within the government.
We noted (p;'ldf.that none of the persons identified as regional office staff
in the 1981 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. On 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 uniecss committed before May 31, }983 (Table 5)! Promotors of suit-
able projects were encouraged to contact COFE&A immediately,

In view of its laggard performance, USAID/Panama was deeply invdlved in a
review of this component when the evalvation team began ics inquiry in January.
USAID's interest was also motivated by the need to satisfy recommendations con-
cerning COFINA included in the Audit Report submitted by the Regional Inspector
General on March 19, 1982. Much the background data used in this report was de-
veloped by USAID and MIPPEL persoancl in connection with the Audit Revort, On
the other hand, most of the ficld data and oripinal research contributed by the
evaluation team found its way into the USAID reprogramming e{fort required to

justify a one-vear extension of the PACD of Hay 31.

2. Adminictrative Structure.

The overall coordinarion of the URPE Project was the responsibility of
the Ministrv of Planning and Economie Policy. Tts organization for this purpose
is set forth in Tab'e 7 {(p. 16). Unforrunately, MIPPE interpretes {ts role as
that of monitor rather than mananer. A Jialson stracture was sec up with MIPPE
personnel assioned to cach particpatIneg povernment apenes, including COFINA.  How-
ever, thev asoem to have interpreted their function ns ratherfng infornation to
transmit to USAID for the preparation of {ts quarterly project reports.

One of the most serious Tuilures in the Implementacion of the project de-

sign was the reluctance of MIPPE to utilize its position to nepotiats among 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 ir Project URBE was the inability to conclude contracts for the

$1 million worth of technical assistance to be provided to all participants.
However, the consultancies to be budgeted for COFINA-MIDA were not central to
its role as iendér 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
rermanent staff. Business administration assistance, likewise, was to come from

COFINA's permanent personnel resources.

MIPPE was neglizent, moreover, even its teduced role as program monitor..
The evaluation team was completely unable to obtain or relv upon data from this
agency on many aspects of Project URBE, but-ﬁgst particularly with reference to

{

the COFINA component, For rxampnle, Carles Morales, MIPDPE'5 project manager
through 1982, prepared a final report irom his own files on the state of the
project in December, 1964, claiming that there were 19 COFINA loans financed and
in operation representing an expenditure of 52.5 million. The evaluation team
discovered that in Fabruary, 1983, there were In fact 13 COFINA loans in operation

valued at 2.0 millicn. Morales and nio

")

tall were the resource upon which USAID
was to relv for its information!

The shortfsll experionced in rhe CCFTNA loan program was not the only fail-
ure in froject URBE. Neither the inductrial parks nor the teansport terminals
were anywhere near completion during the firse quarter of 19873, Only 207 of the
housing prouram budeetr had been cxpencad. USATD's administrators decided to re-
vise their nanagenent role by partitioning the integrared area development desipn
and distributlng compey s, anong the appropriate divisions ot the apency (see p,
138).

Neither MIPPE nor USATD adhered to the administrative role proposed for
it in the preiject detipne The most substantial loss reso lting trom the reorp-
anizatinn which oceurred was the regional develapment rnucvbl {tself, There
have beenno sevious erforgs exerted to coordinate the cowponents of the URBE

desinn to achieve mutual  reinforcement and cross-projectmultiplier ef{ccts.,



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)
pProject documents; (2) interviews with project personnel (USAID, MIPPE, COFINA
and MIDA); (3) a field investigation of a selected set of COFINA-supported enter-
prises.v SR

We assumed that complete project files would ke 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-nand 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 funds commifted nor the mumber «{ projects approved was con-
sistent from one quarter to the next in the COFINA sections of these écports
(see notes abstracted on op, 23=24 above).,

We later learned that the source of these inaccuracies was COFINA. There
Was no attempt at consistency among the many lists of approved projects and the
amounts expended on them from quarter to quarter in their official documents.
Coumare  [or example, the three lists provided bx COFINA {n September and Novem-
ber, 1222 and Febroary 1983 (Appendix ).

These Inconsictencies came to our attention throupn perusal of the records
assceabled in the neveral Status Reports on Audit Recommendations (see Appendix
A, B, C, and D)., TFarther documentation tavd additional variants) were intro-
duced in the severa) Tepropramning proposale prepared by MIPPE jp February, 1982,
Maren, 1937 and Mav, 19873 CAppendix C, 6, and ).

However, while these faconaistent accounts ol varying projects and amounts
vassed thromrn the hands ol _’i’_’-,l_' SIPPE and USATD officials for several vears,
they were never queat icneg by representatives of either arency.  COFIHA plaved

. . . . . : t
the same came with 0, Tiors of projects Mider g ive consideration’ y Present-

ana HSATD oG Mevidenee™ ot its intent and capability to dispose of
rematning project fands In shore order, Each cuccessive Tigt, bepinning with
September 19827 (Appendix B) and cont inwitge with January, 1983 (Appendix D,

Attachment #7)  and March: 1983 CAppendix ) and Mav, 1993 (Appendiz i) reports
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different enterprises and different amcunts. Occasionally, time schedules are
attached indicating proposed dates of approval. Neither dates, nor names nor
amounts had any predictive va.ue 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-céntained 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, insterad, that COFINA's uncommitted resources be reassigned to the
Ministry ofi Commerce and Industry's small business loan program which, when com~-
pared with COFINA's efforts, was a magnificent achieverent.

Howevzr, USAID staff decided to acccpf’@erbal assurances from COFINA

I

"all was well" and new loar cemmitments would be pro-

ement personael th

8]
3]
£

(ad

[=]
duced according to the lates schedule (4ppendix H). On that slender evidence,
no reprogramming was attempted and the PACD was merely extended for ancther year

according to the terms of the Action Memorandum of Mav 30, 1983 {(Appendix E).

See also p. 20 above,

At this late date it is of primarily historical interest, but MIPPE docu-
ments from the first year of the project capture the {lavor and substance of the
multisectoral design, the individual (and interlockiag) responsibilities of each
agency, and the function of the Coordinating Committee (see p. 17, 32-34). To
our knewledre, the Coordinating Committee has held two meetings during the life
of the project. The Jirst year report 1s attached (Appendlx F).

Documents acquired from COFINA which proved to be useful were few in num-
ber (see pp. 36--38) but important, ecspecially the Informes Eiccutivos on ten
current projrects (see Appendix M), Interviews with personnel {rom the various
agencies involved with the COPINA project are deseribed above (sce pp. 38-40).
The evalvation teams oripinal data sources are discussed also (p..40) but are

presented in full in Chapter 1V: Loan Performance).
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The evaluation team was less than satisfied with the quality and quantity
of dotumentary data available on COFINA's activities after five years of program
operation. 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 hp éoncurning the impending expiration date in the first quarter of
1983. And even then, no one droew 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) establishmeat and conduct of application and review procedures;
(3) provision of supervision and technical assistance to loan-supported enter-
prises. L e
A. Folicv and Priorities. . ;

The CRBE Project designers assumes that a comprencensive national policy was
in existence ut the tiwe the loan agrevment was prepared (see quete, p. 43). But
it was not. Neither were priorities determining choices among specific industries.
The minutes of +the inter-agency meeting of January 25, 1983 (sce QxCerpts, n.

45, and Appendiz D, Atcachment §4 Tor complote Zext) convince the evaluation
team that neither policy nor pricricies are avaiiable at the present time. Al-
though a woriing drasc or the bolicy statement mav have been prepared, we were
not able to locate ft. \

Hith reforence 1o studies of specific apgro-induscries thch were to be pre-
pared it connecrion with determining priorities, the picture iy aiso murkv. At

-

the January 25 fater-seency meeting (Appendix D, Attachment #4), Zagp. Guilien

- - [ R . s . . - oy . . .
ot MIDA's Apro-indunrrial Divectorite afffrmed that IDTAP bhad compieted approx-—
imately 500,000 worth of recenreh on speciiic industrics (see p. 47): soya milk,

marvanon, gnd other frufl free,

At the danuary meetine, despite the impending expiration date {for the pro=-
Ject, he provosed to program an additional 5105,300  for five specific projects
and seminars, and an additional contract with IDTAP. Ho contracts have as vet
been prepared Tor any of these studies to onr knowledpe, however, Farthermore,
there are no copries i circulation of the 1esearech purported to have been com-

pleted by IDIAP,
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N 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 guidance to COFINA in developing its loan pro-
gram and to determine which pre-feasibility studies should be performed in order
to recruit entrerrencurs incto specific enterprisess If completed, these svudies
would have.developed technical expertise within MiDA which might have been used
for advising loan recipients. .

Granted that a one-vear extension has been provided for spending the URBE
budget, contzacting the MIDA studics 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 narional agro-industrial policy, whatever the results, they
must come under the heading of too little, too larte.

B COFINA's Application and Review Procedures.

Information on this subject was scanc., ~COFINA keeps no record of the date
on which a client files his application, Gur %ecattered observations indicated that
the rangeof time consumed between anplication and disbursement was seven months

(Miel San Sebastian) e 26 months (Semillas Superiores). The Audit 2eport requir-

ed COFINA to expedite the review prececs, perhaps in the belief thar this was reg-
ponsible for the Pailure of 4 new project to he activiated sinee March, 1981.

The zpplication form and euide for prepararion oy project studiecs emploved
by COFINA anpear as Appendiz J oand . They wore not modifing i the course of
compliance with fhe Audgir feport, Howsver, COFINA offored 4 pew time scihedule
for clearing thie hurdles pertaining to foan approval (Geee Appendin i), claiming
that onlv %5 dove would bo requireds This document wag presented on May 1 o,

1983. We have no Intormition on ite walid LV, Lowever o onumber of promises were
made concerning revloog pouvsew Frocedures and reassignment or personnel to expod-
ite the oroevgn (oo n.o Ay As noted on p. 50, however, the tine frame offered
by COVINA Tor ius proposed review of new projects during coming months seems to
require four to siv omonthe.

COPLEA"S application and revfow procedures Glso inclode promorion and fn-
formation diotr . bution throuchout. ¢he Western Regdion to recruit prospective appli-
cantse  The January 20, 1047 Inter-ageaey meeting containe a deseription of ¢ffarts

inifiated in Diecembor ) 1980, A pewnpapes annonncenent of the same date appears

as Appendiz D, Attachmont #6, As with policy and priorities, promotien seems
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to have taken place at the end of “he project rather than at the beginning.
Extravagant claims were made for the success of t.is 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 Februarv 22 Status Report
on the Audit Report was prepared; only four of the 12 were still coansidered as
possibilities (Appendix D).

Ye note clsewhere (pp. 52-53) that S70,000.was to be made available to
COFINA to be used for promotion. This budget item appears to have been added
to the MIDA rescarch avpropriation. where, like the bulk of the $120,000 allo-
cated for special studies, it remained unused.

C. Supervision and Technical Assistance.
Two censnltants were retained begianing in May, 1981, for a number of pur=-

poses. Engineers David Ruiz and Aupusto Rios were used in preparing project stud-

- !

ies and in menitoring of those alraady funded, . in  addition thev prepared drafts
of documents for MIDA's Navional Apro-Tndustrial Plan., However, theyv failed to

.

offer technival assistince to anvone, despite thelr competence (see pp. 530-31).
Approximately £70,000 was budyeted for their services, and this probuably repres-
ents the transier of Tunds oripinally intended for COFINA's pronotinnal use,
Despite thedr iaveolvement in feasibllity studies, none of the projects on
which thev worved has ever hoon funded. The policy decuments thev prepared re-
main uniiniched,  The teechnioal asoistance thev might have wrovided remains unde-

Hivered,  7To our lnowledre, the technical assintance supposcd to he provided by

MIDA's resudar srafd failed :o materialize;  the same for advice on business
administraion to be ol Vored hv COFTHA. .

heaerivities perforned by the persons vetained for possible teehnical
assistance serviceos Uike the policy, priorities, special studies, and promotion
activiticn doseribed fn rhic section, were in reverse order,  The consultants,
Ruiz and Hioo, wore rotained after o rhe date of the Jast approved loan (Marcn,
19810 White thedr worl appears to have been o hivh quality it failed to address
elther (1) tne neca to vet mope applieations into the pipeiine, or () the need

to provide «upport to faijine cnterprices (oo Chapter (V).

Seo Peviormance of Loan Supported Avro-Tnduntriess,

The dara on project pertormance comes [rom two Sources: a s0t of inform-
atfon forms prepared by COPINA on 1Y oot ive projects (See Appendix L), and cur

fleld inquirtfes conducted from Pebroney 9 1o Havch 4, Our firat set of
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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 COFIMNA project presently in operation was approved more
recently than March 16, 1981 (Table 8).

2. The total funding advanced to these clients averaged 3$258,256.,
~ But the URBE portion of these loans averaged only $155,764, or
607% of the total (Table 8),

3. The average amount of delinquency (motrosidad) on the thirteen
projects is $606,857 (Table 9). Four of the projects are inoperative
and in process of repossa2ssion.,

4, The averapec number of employces 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
reinburscement requested by COFINA had failed to improve suustanti-
ally. In September, 1932, the total reimbursed to COFINA stood at
$§1,225,074 (sece Appendix A). By May 16, 1983, COFINA had requested
reimburscement of $1,345,355 (sce Table 11).

The review of enterprises which resulted from field visits, interviews with
COFINA personnel, and perusal of executive reports (Appendix M) was the most pro-
ductive part of the evaluation. The descriptive data resulting from this review
is precented in detail on pp. 65-85 and it must be read in the form presented.

A few summarv obscervations can be offered on the entire set of studies, however.

The URLE projects have good geographical distribution. Six of the 13 are
in Chiriqui 5 7 are divided between Los Santos, Cocle, Herrera and Verapuas,

They are located at sites which are Trequently o considerable distance from ei-
ther growth centers or cervice centers,  however,  Thev are asymmetrically con-
centrated in several industries: honey production for export (4 loans), shrimp
farming (2 loans); neither of these demonstratl e ot reng baclkward linkayes to apri-
culture, Others comply with this requirement (see Table 8).

The wretched repayment record of funded projects (Table 9) supports COFINA's
Judpement that four of them (Nos. 1.8, 12 and 13) spould be foreclosed, 1t

became apparent from further fnquiry, however, that three more are being
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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,
Semillaé Superio}es and Apiarios Industriales. These industries are in nced 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 snecial 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 produce or to sell their products: Apiarios Guerra,

Miel San Sebastian, and lermanos Rudass This group, according to our’diagnosis
could havebeen (and still micht be) substantially benefitted by the kind of
"hands on" technical assistance which MIDA and COFINA regular staff members
were supposed to provide, but did not.

Finally, there are the four enterprises which have alrecady passed into
the hands of the law: Industrias apicolas, Jesus Cogley, Punta Rincon and Punta
Bucaro. These enterprises never became operative. Notes made by COFINA personnel
indicate that thev have no business experience and no financial or managerial
skills, The same obscervations are made about several in thciprccoding ssroup of
moribund bee-kecpers.,

We are left with a scarching question:  Since these entreprencurs inspire
so little confideuce in precent COFTHA personnel, how were their project studies
ever arproved?  All seem to be obviously unquallified and to have never had much
chance of success,

Our ficld studics and additional data have beew organized in tabular form
i Table 12, When data in Table 12 are compared with data in Table 8, a rela-
tionuhip emerpes which is the point of our final observation: the better (Class
A-B) projects appear to have lower proportions of URBE-USAID funding in their

loans. The converse is alse true., The poorer (Class 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 sroup 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.

Conciusions: Objectives and Achievements

The objectives of the agro-industry program supported by Project URBE are
capable of quick review: $3.2 million was to he spent on credit advanced to 22
projects with an average value of SlS0,000.f,?ﬁﬁy were ezpected to generate
320-640 jobs at a cost of $5,000 to 510,000 eacn, and to construct backward
linkages to apriculture which would stimulate the production of raw materials.

At the end of the five vear program period the record was as follows:

1. COFINA had loaned a total of $3,357.592.%or 12 rojects.

e}

2. Project URBE was charped wich 52,024,930 of this amount.
3. COFINA had claimed 51,386,376 in reimburscment TeqUests,

Qe

4. USAID had paid 31,345,355 of this amount.
The borton line Is tne imporcant line. Almost 52 million of the original $3.2
million remained unreimbursed at *he cxpiration date of Projerct URBE. Tt remains

to be seen how much of that :um  can ho valldly expended during the i2-month ex-

tension granted to COFINA on May 21, i983.

Onlv 225 jobs were produced at an average cost ot 314,220,

Backward linkaves to asrieniture were achicved in significant quancity
by only four of the nrajecrs: COAGRO, Semillas Suveriores, Zrnesto Berard,
and FRUPAZA.  The bee=keeping and shrimp projects don't meer this criterion,
and there are no other Survivors.  only one of thege (COAGRO) P4 Yocated in or
near a growth or service eontoer.

Some o1 the aother dirrectives prasented in pp. 2-6 above deserve a final
comment.  Contrary to project desion, a number of the entreprencurs receiving

support who now appear in Class C=) (Takle 12) were inexperfenced. It secns
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unlikely that bee-keeping could have been part of the national agro-industrial
plan or a verv high priority; nonetheless, it was numerically the most important
recipient of COFINA support. Clearly, the demonstration that a marker exists
for the product, required by the project paper, does not apply ir this case.

We also-suggest that there is substantial unutilized capacity for honey produc-
tion elesthere.in Panama and no need for COFINA to create further competition
in this industrv. )

A aumber of the promotors who received COFINA loans and URBE Tunding were
able to obtain credit from commercial sources or other agencies. Many had al-
ready done so0 at the time tlicy applied to COFINA. Strice adherence to the pro-
ject design would have rendered then ineligible. However, ¢niforcement of this
rule would have alse elininated some of the better projecrs.

A USAID officiail, associated with URBE since rhe project's inceptionm, hés

.

repeated an imvortant obuervaciqn a number qfh;imes to the evaluation team:
"Project UPBE was intended to tescla concapc; ié wias not intended to ?ccomplish
substantial econcmic improvement in the Western Region". The concept may be 1in-
ternreted either broadly or narrowly.

A broad interpretation would examine the role of COFINA's agro—ihdusuries
in connection with ather nroiect components: transport terminals, industrial
Parks, housing projects and smail burniness loans. Tt -was suggested on pp. 15-

- .

17 above how tnev all mizhet have been ateerated and mutually reinforcing el-

2wWenes noa conprehensive development desicn,

.

The teco o thin coucept produced unaualified neeative results. The other
Tomponents, or many o! chem, romained oniy in the pianning stage or were just He-
sunooat the end of the rive-vear period,  Furthermore. neither the Coordinating
Committee nor MIPPE nor the USALD Project Team survived the experience in tace.
During che flval vear of the project, MIPPE'S auchority to control rtechnical
assisliance contracrts was eroded and other ministries were permitted o prepare
thelir own contracrs indencndent lv.,  The Coordinating Committee, which only met
TWo o rimes, never heeame o o siniticant entitw. And USAID administrators Jdivided
the project components within the Mission.

A onarrow interprecation of the concept would confine itself to the role
nlaved hy COFINA in eroaving and Lmplemeating Panama's agro-industrial develop-
ment police, 10 Vevoote andustries aad been fdent (S {ed and sneceosstul examp les

of them o tablished, then the COFTHA apro=fndustry program mivght have established
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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 elther 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-supported enterprises should not be lightly dismissed. Both
COAGRO and Semillas Superiores have already succeeded in positively influenc-
ing the improvement of agriculture in Panama. And both are COFINA projects
supported with Project URBE funds,

Tf che balance i the URBE apro-industrial support which now remuins

ocation until June, 1984, can be assigned to equally sig-

p-d

available Zor real
nificanc enterprises, the record of the project could still be creditable.

In that case, the narrower concept might be said to have passed the test,



