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WASHINGTON.D C 20523
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Name of Country : Panama
Name of Project : Immediate Recovery Proiect
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1. Pursuant to Section 531 of the Foreign Assistance Act of
1961, as amended, I hereby authorize the Immediate Recovery
Project for Panama (the "Cooperating Country") involving
planned obligations of not to exceed Twenty Five Million One
Hundred Twenty Five Thousand United States Dollars
($25,125,000) in grant funds ("Grant"), subject to the
availability of funds in accordance with the A.I.D.
OYB/allotment process, to help in financing foreign exchange
and local currency costs for the Project. The planned life of
the project is one hundred fifty (150) days from the date of
initial obligation.

2. The project will provide emergency humanitarian and
ecorncmic assistance to aid in the immediate recovery from the
effects of the Noriega years and the events associated with his
ouster. The project will include the following three
components: 1) settlement of displaced persons from Chorrillo,
2) emergency employment, and 3) technical assistance and
commodity procurement for Government of Panama agencies.

3. The Project Agreement(s) which may be negotiated and
executed by the officer(s) to whom such authority is delegated
in accordance with A.I.D. regulations and Delegations of
Authority shz1ll be subject to the following essential terms and
covenants and major conditions, together with such other terms
and conditions as A.I.D. may deem appropriate.

4., a. Source and Origin of Commodities, Nationality of
Services

Commodities financed by A.I.D. under the project shall have
their source and -rigin in the cooperating country or in the
United States, - cept as A.I.D. may otherwise agree in
writing. Excer . for ocean shipping, the suppliers of
commodities o' services shall have the cooperating country or
the United St ..es as their place of nationality, except as
A.I.D. may otherwise agree in writing.



Ocean shipping financed by A.I.D. under the Project shall,
except as A.I.D. may otherwise agree in writing, be financed
only on flag vessels of the U.S. or Panama.

b.

Waivers

The following waivers to A.I.D. regulations are hereby
approved:

(1) A blanket source and origin waiver to Geographic
Code 935 of not to exceed $5 million for goods and
services, based on the attached justification. This
waiver includes motor vehicles, up to $50,000 per
transaction (exclusive of transportation costs), and I
certify that special circumstances exist to waive the
requirements of Section 636(i) of the FAA.

(2) A waiver of the advertisement requirements for
host country contracts for equipment and materials or
services, pursuant to A.I.D. Handbook 11, Chapter 1,
Section 2.5.3 and Chapter 3, Section 2.3.2, to avoid
serious delay in project implementation, provided that
efforts will be made to secure bids or offers from a
reasonable number of potential suppliers.

(3).A waiver of the requirement in Section 4Bl(e) of
Handbook 13 that private voluntary organizations
(PVO's) receiving A.I.D. grants contribute twenty-five
percent (25%) of the costs of the project from

non-federal sources. A
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I. THE ECONOMIC SETTING, PRIOR TO THE CRISIS
A. Owverall Qutput Trends

In the period 1965-73, the GDP of Panama grew at an annual rate of
7.5%. The leading sectors were services tied to buoyant Canal-related
activities; and manufacturing for the domestic market which grew rapidly
behind high protection barriers, mostly quantitative restrictions on
imports. Growth of the GDP declined to an annual rate of 4.5% in the period
1973-80. The world recession which began in 1974 affected Panama's service
exports negatively, while domestic activities were constrained by a
deterforation of the investment climate which resulted from increased
regulation of the economy, including a highly restrictive labor code as well
as price and rent controls. The leading growth sectors were international
banking and the public sector. The increase in public spending was financed
by foreign borrowing and therefore the external public debt increased from
31% of GDP in 1973 to 64% in 1980. The increased role of the state also can
be illustrated by employment trends. Over 70% of all jobs created in the
1970s were in the public sector; this was an important factor in maintaining
the unemployment rate reasonably low. Unemployment was kept low also by an
increase in school participation rates.

By late 1982 the impact of the economic crisis in Latin America
began to affect the fast growing sectors of the economy. The Colon Free
Zone, tourism , and international banking declined, while uccess to
international cipital markets was sewerely curtailed. The GDP fell in the
period 1983-8+, but economic activity rebounded somewhat 1in 1985-1986.
Value added by the transisthmian pipeline made a significant contribution to
growth during the 1980s and now accounts for about 4% of the GDP. Of
course, some of that increase resulted in a reduction in Canal traffic, thus
reducing value added by Canal-related activities.

During the 1970s and early 1980s there was a marked reduction in
the owverall efficiency of the Panamanfan economy. The incremental
capital-output ratio (the number of units of investment required to increase
output by ane unit) increased from 4.5 in 1965-73 to 6.0 in 1973-80 and to
9.2 1980-85. A study of the sources of growth in Panama financed by A.I.D.
(estimated a production function for the economy and) concluded that the
decline in efficiency during the 1970s was the equivalent of over 35% of GDP.

There are several possible explanations for this decline 1n
efficiency, and it is important to understand them as they may shed some
1ight on the critical fssues of medfum- and long-term economic reactivation
in Panama. The decline in efficiency may be related to: a) a fall in the
demand for Panamanian service exports as the world economy stagnated; b)
excessive regulation, particularly of labor markets, reduced the efficiency
of the private sector; c) numerous large-scale finwvestment projects in the
public sector which had very low internal rates of return; and d) although
more difficult to prove, diminishing returas to Panama's main “"asset”, fi.e.
fts geographic location.

Today services account for more than 70% of GDP, while agriculture
and manufacturing account for less than 10% each,



B. Public Sector Finances

Given Panama's dollar-based ronetary system, the key and almost
sole relevant indicator of macro-econamic stability is the overall deficit
of the consolidated public sector. This deficit reached 10.8% of GDP in
1982 as expenditures were increased rapidly to compensate for declining
private sectar.activity., From 1983 to 1986 Panama was reasonably successful
in mintaining fiscal austerity under a series of programs supported by the

IMF, rent revenue of the lic sectar increased'steadily from 233% of
GDP in the period =75 to 6, a relatively large burden for a
-country of Panama‘s per, capita GDP. Current spending increased rapidly and
reached 29% of GDP in 1986. The most esome aspect of this is the

sharp increase in payroll expenditures--they reached a level of about $800
million by 1986. Public sector employment in Panama is about 144,000, a
very high level in comparison with other countries in Latin America, and
about 22% of total employment.

C. The Financial System

Panama does not have a central bank. The unit of account is the
Balboa but the U.S. dollar is the medium of exchange. In fact, the
Panamanian constitution forbids the emission of fiat currency. As a result
of this and of an attractive regulatory environment established by the
Banking Law of 1970, Panama emerged as a mjor offshore banking center in
the 1970s.

Some of the typical operations of a central bank have been carried
out by the Banco Nacional de Panami, a state-owned commercial bank. The BNP
handles currency issue mrm States, it
acts as the fiscal agent for the public sector, and holds the legally
required minimum reserves of the other banks. The National Banking
Commission has supervisary functions and is’ responsible for bank inspection
and licensing. A relatively weak institution, it was not able to detect

serious problems in two banks that failed in the mid 1980s. As there is no
deposit insurance in Panama, the depositors were the losers.

Offshore operations of the banks were a source of employment and
contributed to the finance of domestic loans. Beginning in 1982, offshore
banking activity began to decline for two basic reasons. First, sovereign
lerding to latin America, a key activity of the offshore banking center,
declined sharply after 1982. Additionally, the establishment of offshore
banking centers in the United States reduced Panama's competitive edge vis a
vis the United States.

There are two government-owned banks: the Banco MNacional de
Panama (BNP) and the C%j?__@_&_bhcz:ms. (There are also two stated
financial institutions, e Banco Hipotecario Nacional, and the Banco de
Desarrollo Agropecuario). The BNP accounts for close to 108 of total

domestic monetary liabilities. It has been a main lender to the public
sector, mostly by intermediating IMF and San Jose oil agreement funds.
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Unfortunately, it has also funded the public sector using its own
resources. The Caja de Ahorros, a savings bank, is the other financial
institution. Its branches are widely distributed. It has about $300
million in liabilities, mostly time and savings deposits, and about 480,000
depositars. It is the principal institution serving low-income depositors,
and a source »f housing finance for middle income families.

The private Panamanian banks grew rapidly in the 1980s, and now
offer some of the services formerly provided by some Qf the large foreign
banks.

D. The Balance of Payments

The us2 of the US dollar as the currency means that Panama does
not have a "transfer problem", does not really hold foreign exchange
reserves and does not face a short term balance of payments constraint. Of
course, it faces the same restriction as any other econamic unit or country
— i.e., the relation between income and absorption must be sustainable in
the long run.

Panamanian exports oonsist mostly of services. Non-facter
services account for more than three-fourths of total exports of goods and
non-factar services. These service exports arve a function of the geographic
position (Canal, oil pipeline, Colon Free Zone, and travel), and of
favorable legislation (offshore  banking, fees for incorporating
corporations, and registry of vessels). A number of these service exports,
such as the pipeline fees, reached their upper limits and therefore will not
increase rapidly in the future. The level of some of these service exports
depends directly on the use of the U.S. dollar as a currency, but it is
difficult to speculate on the proportion that does.

E. The Policy Environment

The Latin American debt crisis which began in 1982 affected Panama
in two very direct ways. First, service exports declined. Second,
commercial banks became reluctant to provide net transfers to countries in
Latin America, and therefore Panama lost its main source of public sectar
finance. A policy to stimulate non-traditional exports began to be
formilated, and A.I.D. oontributed to this process in the mid-1980s through
the provision of technical assistance and through policy-based lending.

In the Panamanian oontext, where a devaluation is not possible,
increased international competitiveness can only be achieved through
measures designed to reduce the relative cost of labor and through increases
in the efficiency of the different sectars. In 1983, a financial
stabilization and structural adjustment program began, supported by the IMF,
the vorld Bank and A.I.D. It incIuded, inter alia, the following measures:
a) allowing domestic agricultural prices to move closer to intemational
prices; b) modifications in the labor code to increase flexibility; c)
divestiture of state owned enterprises; d) elimination of most quantitative
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restrictions on imports; e) elimination of price controls; f) reduction in
the level and dispersion of tariffs; g) measures designed to reduce the
actuarial deficit of the social security system; h) changes in the system of
granting investment incentives on an ad hoc manner (Contratos oon 1la
Nacion); i) improvements in the system used to consolidate the accounts of
the public sector; and j) continued fiscal austerity. Some of these
measures were never implemented, while others were reversed after they had
been implemented initially. The reform package was sweeping; however, the
measures designed to improve public sector efficiency. and acocountability
were not sufficient and were not pursued vigorously by the GOP.

I1I. THE ECONOMIC AND SOCIAL EFFECTS OF THE CRISIS (1988-90)
A. OQutput

After relatively slower economic growth in 1987, the GDP declined
by 16% in 1988 and it stabilized in 1989. (These are official data. The
Embassy Foreign Economic Trends Reports estimates the GDP decline at 20% in
1988 and at 7.5% in 1989). All economic sectors declined in 1988, but
oonstruction and manufacturing activity decreased much faster than other
sectars. In 1989, agriculture grew at 4% while all other major economic
sectors continued to decline.

B. Employment

Official data indicate an unemployment rate of about 16%
nationally and an urban unemployment rate of 20% in 1989. The new
government estimates that those official statistics under-estimted the
unemployment rate, and that by December 1989 the nationzl unemployment rate
was 20% and the urban unemployment rate was 25%. The looting which followed
the U.S. intervention and the disiuption of economic activity may have
increesed the unemployment rate in the Panama-Colon area to at least 30%,
and this constitutes the most important problem being faced by the new
government.

C. Economic Iosses in the Period Immediately After the U.S.
Intervention.

The military operations and the looting and arson which followed\
the U.S. military intervention have resulted in important economic losses.
The GOP has estimated these losses at between $700 to $1,200 million for the
destruction of private sector businesses and the loss of inventory; and $35
million in losses because of the destruction of public buildings and loss ©
equipment. These estimates wu?ﬁm quite high,
Particularly the estimate of private sector losses. It is probable that
private sector econamic losges are significantly less than $700 million. A
problem with these losses is that insurance companies may not accept claims
by alleging that the destruction and looting was the result of an act of
war. This issue is still under discussion.




D. Public Sector Finances

Public sector finances have been under tremendous strain since
1988 as a result of political instability, the decline in economic activity,
and the ecoromic sanctions imposed by the U.S. For example, Central
Government Revenue declined by $473 million in 1988, equivalent to a 44%
decline, and there was an additiomal decline of $16 million in 1989. The

was about $185 million per year.

Public sector expenditures declined, basically as a result of a
sharp drop in capital expenditures. Capital expenditures, which averaged
$233 million in the period 1985-87 declined to $81 million in 1988 and to
$78 million in 1989. As a result, important road links, the power secter,
and other essential infrastructure have deteriorated significantly.

E. The Banking Crisis

The political situation detericrated significantly in 1987 and the
loss of confidence reszulted in capital flight and in a reduction of econamic
activity, and this was accompanied by a sharp decline in public sectar
external barrowing. The GOP financed the public sector deficit by borrowing
from the Banco Nacional de Panama (BNP) and through the accumilation of
extermal payment arrears. By early 1988 the liquidity position of the
bankii,y system was under strain: a combination of the loss of liquidity of
ENP and the loss of about $500 million of Private domestic deposits from the
commercial barks.

A banking crisis in Panama was imminent in early 1988 but it was
precipitated by the freezing of BNP's assets in New Yark in March 1988, The
Iun on the banks which ensued forced the GOP to declare a bank holiday which
lasted for nine weeks. Commercial banks reopened in May 1982 with
Iestrictions on the withdrawal of previously held deposits. Restrictions on
demand deposits were eventually relaxed totally, but restrictions on the
withdrawal of savings and time deposits remain. As of September 1989 about
85% of total time and savings deposits remined frozen. Presently, frozen
deposits can be used to Py loans to the commercial banks holding such
deposits, to mmke tax and utility payments, and to purchase special
certificates of deposit with a minimm maturity of three years (CEDIS). The
CEDIS are issued at the request of a depositor holding a frozen deposit and
they are traded in a secondary market at a discount which ranges between
15-30% depending on maturity.

The freezing of BNP's assets in the U.S. led to the freezing of
its deposit liabilities with other domestic banks, and to the interruption
of the interbank clearing mechanism. Bank clearings have been comducted on
a bilateral basis since the onset of the banking crisis, an inefficient and

time consuming mechanism.
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At this time the banking system is operating inefficiently and at
a low level of activity. In recent months the amount of loans granted was
approximately 50% of the average of end of 1986 and the first half of 1987.
The reactivation of the Panamanian economy will not take place unless the
financial system can mobilize financial resources to meet working capital as
well as longer term investment funds. The lack of finance has become more
acute with an urgent need to rebuild inventories which were lost following
the U.S. intervention.

F. The Housing Situation

The information we have about the housing sector in Panama at this
time 1s that there has been a drop by over 50% over 1987 lewvels in
employment in construction representing a loss of 20,000 Jjobs. Construction
1s on hold for over 9,000 units costing under $16,000 (we did not look at
higher-cost housing; but, the situation must be similar). Banks have pulled
out of their commitments to provide long-term, take-out financing for
housing projects and are disbursing very slowly on the few which they had to
honor,

There has also been a drop in the demand for housing at all price
levels, a deterioration 1in public services necessary for housing projects
(water, electricity) and a partial breakdown of the production and
distribution of construction materials.

II1. THE IMMEDIATE RECOVERY PROGRAM
A. Emergency Relief

Problem - Displaced persons:

OFDA was alerted on 20 December to the need for humanitarian
assistance to Panamanfans displaced from their homes due to the conflict.
The Ambassador exercised his prerogative and declared a state of emergency.
The 96th Civil Affairs Battalion of the U.S. Ary assumed responsibility for
the displaced, and set up an emergency facility at the Balboa High School.

Immediate Action taken by OFDA to resolve the problem

Two OFDA Disaster Specialists were sent from USAID/San Josf on 29
December to assist USAID with the post-emergency relief effort and conducted
an ewluation. OFDA Director Andrew Natsfos accompanied the high-level U.S.
team to Panama the first week in January. During his visit he approved a
grant for $250,000 to be made to the Panama Chamber of Commerce to provide
food and medical supplies.

After the assessment and subsequent discussions between JSAID,
OFDA and the Military it was agreed that OFDA would take over the
responsibility for the displaced persons then under the care of the Military.
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The U.S. Army Corps of Engineers cleaned an old hangar at Albrook
Field, constructed the sanitary facilities, and prepared the hangar to be
used as a temporary shelter for the approximately 2,500 displaced persons.

OFDA agreed to conctruct internal divisions at the Albrook Hangar
to house the displaced persons for a period of 90 days. This would provide
better facilities and more privicy to the family units,

Agreements were reached with the Military for the transfer to take
place January 13,

OFDA also agreed to provide $300,000 to the U.S. Corps of
Engineers for part of the cost of the rubble removal and cleanup of the
Chorrillo area.

Plans for remainder of the reifef actions

OFDA has agreed to assume the responsibility for the cost of the
administration and management of the shelter, and this will be handled
through a grant of US$250,000 to the Panama Chamber of Commerce. The
on-site control of the shelter is the responsibility of the Panamanian Red
Cross under the supervision of the wife of the first Vice-President of the
Republic of Panam§, Mrs. Teresa Arias Caldergn,

Medical care for the displaced is the responsibility of the
Ministry of Health and the Social Security Institute through a Medical Post
located in the same area.

Long Term solution

The Albrook Displaced Center 1is a short-term, temporary measure
provided on a humanitarian basis. Initial plans are for this center to
operate no longer than 90 days.

The Tlong-term solution for the return of the displaced persons
back 1into the community and normality 1s beyond the mandate of OFDA.
However, if a permanent solution has not been arranged prior to the end of
the 90 days, OFDA can assist 1n additional financing to ensure the operation
of the center for an additional period of time until a permanent solution
has been found for all of the displaced.

Cost Summarz

Up to 12 January 1990, OFDA had committed the following amount for
the immediate post-Emergency Relief:
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1. Ambassador's declaration

(food and medical supplies- $ 25,000
2. Construction of temporary 1iving quarters 50,000
3. Costs of Displaced Persons Center for first

90 days : 250,000
4. Rubble removal and cleanup of E1 Chorrillo 300,000
5. 3,000 folding cots 126,000
6. 100 rolls of plastic sheeting for shelter 30,000
7. Transportation for cots 100,000

TOTAL....... 887,000

B. The First 150 Days
Introduction

The Endara gowernment has established the framework for 1its plans
to reform national economic policies along market based lines, reducing the
size and improving the efficiency of the public sector. Their task is
monumental. While they proceed, they have identified high priority urgent
recovery needs which must begin now. The provision of housing to the people
whose homes were destroyed in E1 Chorrillo, emergency employment programs
and assistance to productive sectors top the 1ist -- along with reactiwating
the banking system,

~The> activities presented below as the AID Immediate Recovery
Program (IRP)' respond to the GOP's priorities during this first 150-day
emergency phase. The IRP 1includes sub-projects to: a) house the people
displaced from Chorrillo, b) an emergency employment program to repair
deteriorated public works, c) a technical assistance and commodity support
fund to provide assistance to the new government {in 1{ts efforts to
restructure the public sector, and d) emergency small business lending
program to help small businesses looted and wandalized by the "Dignity
Battalfons® during the first days after the U.S. intervention to restore
inventories.

Another activity which must be addressed urgently 1s the
restructuring and reactivation of the banking system, but this is beyond the
scope of A.I.D. The GOP has requested assistance from the IMF, the! World
Bank and the U.S. Treasury. Without this assistance, the economic recovery
will be nearly impossible.

Because of the emergency nature of the Immediate Recovery Program
($30 million grant) it should be funded under OFDA authoritfes, therefore,
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the Administrator is requested to approve a waiwver of standard procurement
rules and regulations provided in Handbooks 1B, 8, 11, 14 and 15 for all
contracting, and a waiver of standard grant provisions in Handbook 3 and 13
for bilateral and non-governmental grants as necessary.

This package of emergency assistance to the fledgling Government
of Panama also depends, if it {is to succeed, on exceptional actions to
promptly assign A.1.D. TDY personnel to Panama for an estimated four to five
months to manage the program. Personnel should be in place throughout this
emergency program to the point of a smooth hand off to permanent USDH staff
of the new A.I.D. Mission.

Summary Emergency Recovery Program Cost
(by sub-project]

Sub-project Cost

Sub-Project ($000)

1. Chorrillo displaced persons housing 12,500
(HG-012) (3,500)* <—

2, Emergency Employment 7,000

3. T.A. and commodities support 5,500

4. Small Business Lending 5,000

Total $30,000

* Non-add
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1. Housing S.:bprojecti
a. Problem

Destruction of Chorrillo

At midnight on December 20, U.S. troops attacked the
"Comandancia”, headquarters of General Noriega and the Panama Defense
Forces. Residents of Chorrillo, a neighborhood contigquous to the PDF
Headquarters, were moved by U.S. forces and fled their houses for the local
church. Fighting continued all night. In the early morning of December 21,
many buildings in Chorpillo caught fire, including the remaining wooden
Structures put up originally to house the workers who built the Panama Canal
just after 1900. These structures had been condeme: for years but still
served as home for hundreds of families. There are conflicting versions
about the origin of the fires, including one provided by many of the
residents themselves blaming the "Dignity Battalions". Other buildings did
not catch fire but had to be evacuated by the residents during the
fighting, About one half of the Chorrillo district still stands.

Immediate response

In mid-morning, the 96th Civil Affairs Battalion (U.S.
Army) began moving the families to emergency facilities, where nearly 12,000
persons- were received. Very few of these people remain in the emergency
facilities. On January 12, 2,500 persons were moved fram Balboa High School
(D.0.D.), where classes were scheduled to YedWMe, to a displaced persons
center in a hanger at Albrook Air Station. The center currently is budgeted
to remin open for 90 days. All of the remaining persons displaced from the
Choarrillo district have found temporary shelter on their own. The site
itself is being cleared by private contractars under the supervision of the
U.S. Corps of Engineers, with funding provided by OFDA and by the U.S.
military. They are expected to finish their task by the end of January.

Remaining needs/GOP request for assistance

The destruction of Chorrillo left about 2,000 families
homeless. An additional 500 families were displaced from two low-cost
apartment buildings, damaged by the fire and remndered uninhabitable by the
pillaging which took place in the days following the attack on the PDF
Headquarters. The actual number of affected families is mot ¥nown
precisely. The Ministry of Housing has tables showing a larger number,
about 2750 families based on data available before the destruction. Smller
nurbers have been used in discussions with GOP officials. For planning
purposes, we are using an estimate of 2,500 until a firm, agreed figure is
arrived at. With the immediate emergency under control, the major remaining
task is to address the housing needs of the displaced families.

The GOP will also need to address the issue of the
reconstruction of the now-vacant area where the PDF Headquarters and the
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housing destroyed by fire once stood. This issue is emotionally charged and
highly political. President Endara has made public statements about the
“rebirth of Panama from the ashes of Chorrillo". According to the media,
the reconstruction of Charrillo has received strong public support from
General Thurman, Commander in Chief of the U.S. Southern Command. Both
President Endara and General Thurman implied Chorrillo would be rebuilt as a
housing project for the displaced residents.

The U.S. Government has been asked by the Endara
government in a letter to President Bush dated January 8 to provide a
donation of $40 million to fund the construction of infrastructure and
housing for 2500 families' from Chorrillo. The request combines the solution
of the two problems -—— reconstruction of Chorrillo and the housing for
displaced families —- into one project. We have been engaged in a dialogue
with the GOP encouraging that alternmatives be considered. At a January 13
meeting of the top leadership of the GOP with the Catholic Archbishop of
Panama among others, the President reversed his earlier stand and emiorsed
the notion that the people of Chorrillo should be given the freedom to
choose for themselves where they want to live and that whatever assistance
they receive should be consistent with this principle. We are proceeding to
work with the GOP on the details of the free choice concept. Decisions on
the use of the Charrillo site remain to be taken.

b. Summary Project Description

Overall design and costs

This paper recommends that the U.S. Government provide
immediate assistance to families whose homes were destroyed or damaged in
Cherrillo in the context of the attack on PDF Headquarters and in the
immediate aftermath. It is likely that the GOP will approach the USG at a
later date for assistance in the development of the Chorrillo site once they
reach their own conclusions on its use. Thus, we make no recammendations at

this time as to additional funding for the reconstruction of—Cl'BrnIlo

itseIt, —Me assistance to the familtes willrequite:
[

- 810 to $15 million (depending on resolution of
beneficiary numbers) which will:

-provide a grant to families whose homes were
destroyed, to help them buy or rent a new unit;

-pay for the cost of repairing the apartments of
families who were living in the buildings which were
damaged; and

~fund local PVOs assistance to the families who might
be unable to address their own housing needs, such as
the elderly.
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- $7.5 million HG to provide additiomal fimancing to buy
or improve a unit for those families who are willing
and able to complement the grant with a loan

\ The final cost of the assistance to displaced families
will not be known.until we have additional data on the number of displaced
families and until the families themselves have exercised the choice to rent
or buy and decide whether to request a loan to complement the grant. The
request for grant funds is based on a preliminary GOP estimate of $6,000 for
the average grant per family, with some receiving more and others less.
$6,000 would pay for a core house on a small lot in Panama today. The HG
financing would provide ‘an average loan of $3,000, which is well within the
capacity of the group of families and which would allow many of them to
enter the private housing market. The request for HG resources is not based
on an estimate of demand. Rather, it should be understood as a request to
use resources from Project 525-HG-012, up to the amount of $7.5 million
available in the existing escrow account of that project. Any remaining
grant funds will be transferred to other sub~projects in this package. Use
of the remining HG funds will depend on a subsequent decision about the
future of the other activities included in the original project for which
these funds were authorized.

Operation of the program

The following precepts will apply to the grant given to
the families:

-Each family will be free to decide for itself how it
wants to resolve its housing needs. The grant will be available to buy or
to rent a house anywhere in Panama, as long as it will become the habitual
place of residence of the family., This will include families who are
willing to wait for the reconstruction of Chorrillo. Others will want to
find a solution in the formal or informal markets.

-All families who choose a particular option, say to rent,
will get the same amount, regardless of family size or income.

-Families who either buy or rent within 90-120 days of the
official announcement of the program will receive a small additionmal grant,
as an incentive to stimilate them to act quickly.

-The following will be the procedures for control and
disbursement of the grants:

- The family will receive the grant initially in an
escrod account opened in its name in a banking
institution, such as the Caja de Ahorros. The funds
will belong to the family, which will have access to
them only as described below.
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- The funds will be disbursed to the family from the
account only upon presentation of a valid rental or
purchase contract, following a procedure mich like a
loan closing. The full amount of the grant will be
disbursed, regardless of the cost of the unit. If
applicable, the 120-day incentive bonus would be
disbursed from a central program acoount at the same
time. Upon receipt of the funds, the family will
certify that its housing needs have been met.

- Eligible families who had already found a permanent
place before the official announcement of the program
will qualify for both the grant and the time incentive
in the same amounts.

- Any additional loan, which the family wants and
qualifies for, will be handled concurrently following
existing commercial underwriting criteria.

Institutional Arrangements

The following are the key institutional roles in the
implementation of the project:

- The GOP will develop the list of the displaced families
who will be eligible to participate in the program. Local
commnity and religious groups from Chorrillo as well as
A.I.D. will monitor this process.

- The Ministry of Housing will bid and manage the
contracts to repair the damaged low-cost apartment
buildings.

= A local banking institution, will manage and control the
disbursement of furds.

- The families themselves will have the primary role in
identifying a viable solution to their housing needs,
whether through the formal or informal private housing
market.

- Private builders and property owners are expected to
react to the demand, especially as enhanced by the grants,
by developing affordable units in their omgoing projects
for sale to displaced families and by offering apartments
for rent.

- PVOs will work with the least able displaced families,
advising them on suitable housing solutions and/or helping
them to package tailor-made solutions, such as a hame for
the elderly. (Given the need to work quickly, registered
PVOs will be given priority.)
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Beneficiaries

The destruction and damege in Chorrillo affected a variety
of housing types camon in the area. Altogether 106 structures were
destroyed or damaged. Five were churches. The rest provided housing for
numerous families. The most prevalent by far were the wooden buildings
initially constructed' to house persons working on the construction of the
Panama Canal. These structures had been condemned as much as twenty years
ago. All of them were destroyed by the fires, as were all of the remaining
structures which once were private homes and had become tenements when they
were abandoned by the owners. Also destroyed were most of the one-story
wooden barracks used as temporary housing for families relocated from other
parts of Chorrillo as ‘part of the ongoing urban renewal process in the
area. The structures which were damaged and can be repaired are all
low-cost apartments built by the government, including a fifteen-story
building called "24 de dicienbre", with 450 units.

The beneficiaries of the proposed program are the families
and single persons displaced from these buildings, preliminarily estimated
as follows:

Destroyed:

Housing Type Families
Condemed wooden structures 1,200
Temporary wooden barracks 315
Abandoned private homes 485

Sub-total 2,000

Damaged:
"24 de diciembre" 450
Urban renewal building No. 17 50
Sub-total 500
Total Beneficiaries 2,500

There is an undetermined number of single persons whe were
living as transients in Chorrillo and renting one roam. The Ministry of
Housing has identified 157 persons who lived alcne just in the condemed
wooden structures. Their losses cannot be compared to those of the other
residents of Chorrillo who lost their homes. Yet, these single persons are
currently counted as “families" in the data available from the Ministry of
Housing, which shows 2245 affected "families". Once the awrrent detailed
survey is completed and the figures are adjusted to reflect the single
persans, the mumber of families whose homes were destroyed will be known
more exactly. A.I.D. oconsultants have been ocontracted to provide an
independent assessment.

c. Goal, Purpose, Expected Results

Goal/Purpose

The goal of this project is to address the housing needs
of the families whose existing housing was destroyed or damaged in the




The purpose of this project is to complement and support
the efforts of the. displaced families to address their own housing needs by
pProviding assistance to them directly and immediately.

Expected Results

Those families who choose to find a response to their
housing needs in the existing formal or informal market, rather than waiting
for a new apartment in Chorrillo, will be housed within 120 to 180 days.

have to wait 12 to 18 months in the best of cases. These families will
become a source of pressure on the government, particularly if the
reconstruction is delayed. Satisfaction with the housing will be greater
among those families who took the initiative to solve their own problems.

The demand for housing created by the efforts of the
displaced families, as complemented by the grant and credit assistance, will
lead to construction activity and generate an economic impact in terms of
jobs and purchase of basic construction materials. One measure of the
volume of construction and its impact might be:

Construction Expenditures
mmnt Total % Value Labor Materials
Repair $ 2,600 100 2,600 800 800
Purchase

- Grant 6,000 S0 3,000. 900 900
= Credit 3,500 70 2,400 700 700
Total $1Z,100 n/e 8,000 T 2,300 3400

(Person—days 120,000)
d. Rationale/Issues/Alternatives Considered
Rationale

Although the proposal to rebuild Charrillo has great
symolic merit, we do not believe it represents the best response to the
needs of the families displaced from that district. We do not believe that
a massive low-cost housing project of the type which has been proposed would
provide the most effective symbol of the new Panama. The situation facing
the displaced families from Chorrillo is similar to that of families whose
homes have been damaged or destroyed by a natural disaster. Experience in
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dealing with post-disaster housing needs would argue against depending on a
single large new-housing project. Even under the most efficient management,
such projects take years to complete and become largely irrelevant to those
left hameless by the disaster. Instead, the majority of the families
resolve their own problems without assistance of any kind, since all
available funds are cammitted to the large housing project. Conversely, the
few who wait out the completion of the project end up receiving even deeper
subsidies than originally planned because the final cost of the housing
units exceeds the injtial budget. Such an approach has the wrong
incentives, since those who display the greatest initiative receive little

if anything at all.

The proposed approach is designed to encourage individual
initiative on the assumption that the affected families will expend great
energy in finding a response to their own housing needs. The fact that 80%
of the families have left the emergency shelter without any prampting to do
SO and are living elsewhere would tend to confirm the assumption. The
approach is also designed to provide the benefits directly to the affected
families so that whatever else happens they at least receive assistance as
intended.

Issues/Alternatives

U.S. assistance for the reconstruction of Chorrillo: This
paper does not address the issue of possible additional funding for the
reconstruction of Chorrillo. Preliminary surveys of the site by U.S.
military engineers have surfaced oconcerns about the 90-year old water and
Sewer systems and unstable soils of the area. Time amd care should be taken
to consider alternative uses for the site and to conduct preliminary
engineering studies as the basis for a soud development plan and budget.
It did not seem appropriate to try to rush these decisions so that they
could be included in this paper.

Alternatives to proposed approach: Two possible responses
have been discussed to the housing needs of the displaced families of
Chorrillo. The one recommended in this paper would rely on the individual
initiative of the families to find th own new housing, with support if
necessary from a PVO. The other would provide a house to the family in a
reconstructed horrillo. The remaining alternative would be to try to
combine the two by developing a self-help project for all of the families on
one or more sites other than Chorrillo. Actually, this could occur under
the proposed program, since the Ministry of Housing is willing to offer
access to the families to ongoing sites and service projects. The key
difference is that as proposed in this paper the family would retain ocontrol
of the assistance and would be free to choose sane other option.

Rule-making: How complicated should the rules be? The
proposed program would keep rules as simple as possible. Everyone will be
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treated equally regardless of family size _or income, with very few
exceptions:

The grant amount will be different for those who buy, rent
or repair a damaged unit.

Young, single persons who were transients in Chorrillo and
did not constitute a “family" will receive a onetime grant
of a lesser amount, whatever they choose to do about their
housing needs.

Loan ambunts will be based on capacity to pay.

Keeping the rules simple will 1limit the bureaucracy
required to> run the program and should expedite implementation. It will
also minimize the amount of time spent by the families trying to beat the
System, rather than dealing with more important needs.

e. Feasibility Analyses
Technical

The market for new housing: The preliminary GOP
suggestion circulating among the staff of the Ministries of Housing and of
Public Works that the average level of the grant be set at $6,000 is meant
to ensure that the poorest quartile, who have little borrowing capacity, can
at least afford a core house on a sml! plot of land. At the other erd of
the spectrum, this average grant places the more affluent upper half of the
beneficiaries, who can afford a loan of $2,500 or more, squarely in the
market for new housing built by private developers, where prices range from
$8,500 on wp. Informtion obtained from developers and from the Caja de
Ahorros on units in this price range identified 200 to 300 available in the
next 90 days and as many as 600 more available in 120 to 180 days. The
Ministry of Housing may have as rany as 600 lots available in ongoing sites
ard services programs. Taken together this formal sector supply could
account for much more than half of the housing needs of the displaced
Chorrillo families.

The options available through the informal sectcr could not be
confirmed, but they are in evidence throughout the city. With the funds
available the families will be able to buy a smll lot in an area such as
San Miguelito and pay for the construction of a small two-room house. They
can also add rooms to the house of a family member. It is even possible
that same families might leave the city of Panama and buy a property
elsewhere in the country. The informal shelter sector will offer the most
options, although it might also pose procedural problems for the families. in
Presenting evidence in order to draw down the grant. This still needs to be
worked out. The informal sector may also allow the family to find a place
for less than the grant amount. This is a decision which should be
respected. As proposed in this program, the families will get the full
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amount of the grant regardless of the actual price they pay as long as they
find a place that will become their habitual residence.

The rental market: Renting could be an important option
for many families and it will be available in the proposed program. The
Panamanian Association of Property Owners indicated that there could be as
many as 300 apartments available for rent, at monthly prices of $100 to
$200, which would be high for the incomes of the displaced families without
the grant. The informal sector likely offers possibilities for lower
rents. The grant will also help by allowing the families-to prepay the rent
ard obtain a discount. ILack of lower rents, at least from the formal
sector, reflects the negative effects of a rent control law approved in
1973. We ure sneking to obtain the information on the informal rental
market, where far lower rents should be available. It is reasonable to
assume that the displaced families will either already know or come to know
of such opportunities. (Annex A includes a preliminary report on the
Possible supply on new housing and rental units available through the formal
private sector).

Administrative

Identifying the displaced families: The most critical
administrative process in the proposed program will be the initial
certification of the displaced families. The Ministry of Housing has been
active in Chorrillo for more than twenty years, since this was the site of
their major urban renewal effort. The Ministry has maintained information
on the families living in the condemned building and in the barracks built
as temporary housing for those being relocated. In addition, those who had
moved into one of the low-cost apartment buildings developed by the Ministry
are registered as borrowers in the records of the Mortgage Bank, the
financial arm of the Ministry. Together, these account for 80% or more of
the displaced families. Although the Ministry's data represents a good
starting point, it will require verification against other sources.

It will be an even more complicated task to identify those
who were living in one of the abandoned private homes or other structures in
the area, where the residents were not pying officially to anyone. There
are two parallel sources of information which will help in this process.
The local Catholic parish has prepared a list of all who were residing in
(horrillo. In addition, the persons who came to the emergency shelter were
registered by the Red Cross and U.S. military, using some form of
identification mumber such as the "cedula". Taken together with the data
from the Ministry of Housing, these two other lists should provide as
accurate a certification as is possible in current circumstances. As
indicated earlier, a consultant has been contracted to help assess the
available data.

Financial Management: The procedures described in this
paper for the control and disbursement of funds are very close to existing
practice in the banking system in Panam. The concept of a blocked or



- 19 -

eScrow account is used in the so~called “"cuentas de navidad", which are very
popular. Persons save a fixed amount ‘weekly during the whole year and
cannot withdraw funds at all, even in an emergency, until early December.
The requirement that the families present a binding agreement to buy or rent
a house in order to obtain the grant is exactly analogous to what occurs at
@ loan closing. Banks have established procedures for such occasions,
including field inspections to verify the information contained presented by
the proponent. The process will be especially easy in the case of a sale by
the Ministry of Housing or a private developer or of a rental agreement with
a private property owner. Transactions in the informal sector will require
some imagination to cpme up with a practical form of agreement that is not
too camplicated for the families. The Caja de Ahorros has offered to assign
lawyers from their staff to help in this process. 1In fact, all financial
institutions contacted, including the mortgage banks, indicated that they
had surplus capacity for the moment and would be able easily to handle the
volume generated by this program.

Social

An element critical to assessment of the feasibility of
the proposed project =- and to alternatives to the current ooncept == is a
general urderstanding of the background, perceived n + Ppreferences,
perspectives and camabilities of its intended beneficiaries. The emergency
Situation has not yet permitted consultation with them. An AID consultant
has been tasked to increase our understanding of these important matters and
to examine through them some key assumptions underlying the project concept
and its individual elements.

Anecdotal information obtained from the priests of the
Fatima parish in Chorrillo, who have been consulted about the merits of the
approach proposed in this mper, indicates that as high as 80 to 90% of the
families would seek to find new housing outside the area if given the type
of support available through the grant. In fact, the priests have becoie
very strong proponents of the program, which they view as the best opti:n
available to their parishioners.

The consultants' efforts began on January 12. Substantive
conclusions will be available tefore the end of the month. His interviews
with the intended beneficiaries will include a sample of the roughly 25% of
the affected families who reside in a large emergency shelter and same of
the 753 who are at present dispersed in the city, living in temporary
arrangements which they themselves devised.

The team did not try to negotiate a firm agreement with
the GOP on the precise numbers for the grants to be given to each displaced
family. The GOP and local religious groups, which have been active in
Chorrillo, will develop a more precise assessment of the numbers and
characteristics of the displaced families. The A.I.D. consultants have been
asked to arrive at an independent opinion on the accuracy of the numbers.
In addition, there should be a preliminary report available from the
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consultant who is attempting to develop a better understanding of the needs,
preferences and perspectives of the displaced families. This wvital
information on and urderstanding of the displaced families will provide the
basis on which to negotiate a firm agreement with the GOP on the assistance
to be provided.

f. Cost Estimtes/Financial Plan

Component costs

Grants to families: The U.S. Corps of Engineers did an
estimate for the cost of' repairing the low-cost apartment building called
“24 de diciembre". Replacing doors, frames, windows, wiring and fixtures
will cost about $2,500 per apartment. Repairing the elevatars, common areas
ard replacing the main wiring will cost close to $1,800 per unit pro rata.
With ALE costs and contingencies the total will be around $2.4 million, or
Cclose to $5,200 per apartment. The cost for the other damged building
should be similar or lower.

In discussions so far with the Ministers of Public Works
and of Housing and with their staff, they have been using $6,000 and $3,000
as the grant amounts for buyers and renters, respectively. They also have
indicated that the additional grant for action within 120 days should be
$2,000, which is very high. An alternative could be $5,000 as the basic
grant, with a time bonus of $1,000. Using these numbers and assuming that
75% of the families succeed in finding a place to live in 120 or less days,
the overall cost of the grant side of the program would be:

Per Capita
CoEnmt Cost Families Total Cost
Repair $5,200 500 $ 2,600,000
Purchase 5,000 1,200 6,000,000
Rent 3,000 800 2,400,000
Time incentive 1,000 (1,500) 1,500,000
Total n/a 2,500 $12,500,000

Credit: The Ministry of Housing has prepared the
following incame profile (which needs to be verified) of the displaced
families by type of housing in which they were living.

Number of Monthly

Type of Housing families Income
Barracks 315 $ 140
Abandoned houses/other 485 $ 170

Cordemed wooden structures 1,200 $ 270
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A conservative estimate of demard for credit at 10% and 20

Type of Monthly Total

Housing Incame Payment Loan Demand Credit

Barracks $140 $20 $2,000 50 $ 100,000

Abandoned $170 $25 $2,500 150 375,000
Houses

Wdn stctrs  $270 $55 $5,500 550 3,025,000

Total n/a n/a n/a 700 $3,500,000

In other words, the demand would require about half of the

HG funds which are available in the escrow account of Project 525~-HG-012.

Summary Financial Plan

(U.s.$ 000s)
Source Grants to Credit to
Applicetion  Families 1/ Families Total
Grant Funds $12,500 - $12,500
HG - $3,500 $ 3,500
Total $12,500 $3,500 $16,000

Implementation Plan

Next Steps

What Who When

Prepare detailed GOP task force By January 19
procedures for MIPPE, MOP, MIVI,

implementation of Caja de Ahorros.

program.

Survey of data amd A.I.D. consultants Initial

of preferences/ results by
attitudes of families. January 19.

1/ The grants to PVOs will be small. Funding for such
grants should be viewed as coming out of the overall
funding provided to assist the displaced families.
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What Who When
Review and approval AID/W Week of
of program, as January 16.

modified if necessary.

‘Certification of 1list GOP with oversight By January 26
of displaced families of religious

(all but disputed groups active in
cases, if any) Chorrillo and/or
A.I.D.
Negotiate and sign AID/MIPPE By January 26

AID/GOP agreement.

Start program Gop By January 29

Revised Design 525-HG-012

The
existing "Subprogram

proposed use of HG funds is consistent with the
I - Urban Renewal" of Project 525-HG-012. In fact,

Chorrillo itself was one of the main targets of that component. The

proposal contained in

LAC
of Project 525-HG-012.

this paper differs in the following aspect only:

The proposed activity will help the families, and will
not focus on rebuilding the site.

Most families are expected to want to relocate and HG
financing will assist them in buying units outside the
renewal area.

Procedurally, this proposal relies on banking
institutions other than the Banco Hipotecario
Nacional, which will not be involved in this activity
at all.

All families who are certified as being among those
displaced from Chorrillo will be eligible for HG

financing. The unit they purchase must remin within
price 1limits that are affordable to below-median
income families.

is asked to concur in this modification to the design

Staffing Implications/Requirements

A.I.

D. will need to have a staff person available close to

full time for at least the 30-45 days until it is clear that the concept is

j/
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working and that any unexpected problems with the implementation of the
program has been overcame. Assuming no major issues remain beyond that
point, A.I.D. oversight should become less than a full-time job. Should the
old HG portfolio in Panama, which includes Projects 525-HG-012 and 013 with
combined funding of $32.5 million, be reactivated then it will be necessary
to have a resident housing advisor. The person in that position could
SOncentrate initially on the assistance to the displaced families from
Chorrillo, then spend progressively more time on the HG projects.

Dishursement Procedures

The disbursement of grant funds will occur when the
individual acoounts are opened in the name of each certified displaced
family. HG disbursements will follow procedures established in the existing
Implementation Agreement.
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2. Emergency Employment Subproject
Problem

Econamic decline in Panama predates the 1984 elections. Since
then, the econamic situation has worsened steadily and in early 1988,
following commercial isolation, econamic decline gathered an ever
accelerating pace. Recent events have aggravated the situation, leaving a
wake of unemployed and urderemployed to their own resources and ingenuity
for survival. The employment situation is grave.

The population of Panam is roughly 2,300,000. Of that
number, approximately 1,400, ple fall into the economically-active age
group. Current a@lm, which are cutdated, suggest that the
warkforce in Panama is same 625,000 strong with about 500,000 actually
employed and 125 t working. These figures put the unemployed at 20%
of the warkfofCe. The popular perception, however, is that unemployment is
mich higher than these figures portray, and there js little debate that
recent military events, as welcame as they may have been, have exacerbated
an already critical situation.

At the same time, the GOP faces serious deterioration of the
basic infrastructure in both the urban and rural areas. At present,
existing vital infrastructure is in such a detericrated cordition that
immediate interventions are required to salvage it before it is rendered
useless. Many such projects are nearing a state of risk which would
prohibit public use. Should this occur, there would be a deepening of
unemployment and a further downturn in the econamic picture.

In urban areas, the major needs are the restcration of basic
Public services and road and street networks. Most preventative amd
periodic maintenance for this infrastructure has been deferred over the past
several years. The reduced revenues gathered during recent years for this
purpose were used for the massive public sector payroll cor skimmed-off by a

?ili_g-gr__sw and invested in military civic-action projects
Accion Clvica Militar). ‘The latter were designed for political, not

econamic impact.

During this period, in which the military supplanted civil
governmental functions in many critical areas, norml governmental
Capacities and private sectar activity atrophied and fell respectively into
disuse, near bankruptcy or collapse.

The newly elected government is only days old. For the most
part, ministers of state are only at this time becoming familiar with their
paralyzed portfolios and have not had opportunity to focus on medium amd
longer-term mployment strategies and goals to increase national production,
employment and income, and create socio-econamic oprortunities.
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a. Summary sub-project description

Goal. The Sub-Project has three mtually supporting
goals: 1) the generation of employment; 2) the reactivation of the moribund
construction and associated industries; and 3) the repair, maintenance,
rehabilitation or -replacement of the nation's deteriorated econcomic
infrastructure.

Purpose. The purpose of the Employment Sub-Project is to
hire a portion of the idle workforce and put it to ‘work on the repair,
maintenance, rehabilitation or construction of meaningful and worthwhile
infrastructure projects. The GOP recognizes that "work for work's sake"
would provide only a temporary and artificial solution to the country's
growing, unemployment problem.

Rationale. Unless corrective measures are taken soon, the
econamic decline of the last several years will continue during 1990. The
basic rationale for the Employment Generation Sub-project is to break the
vicious cycle by helping to reactivate the econamy through the generation of
new employment opportunities and the resurrection of the private sector
construction industry and related commerce.

Hope and expectations are very high. There is a general
euphoria with the ousting of the Noriega regime, but the 20 to 40 percent of
the population which is underemployed or unemployed represents a potentially
volatile force for whom the euphoria will quickly fade. The immediate
future, the January to May dry season, a period of traditionally high
employment, must be taken advantage of to provide same cushion as the
Government organizes itself and begins to put its reforms in place.

The GOP recognizes the need for immediate action, but is
not able to embark on a large-scale, or even a smll-scale, program without
external assistance, which is unlikely to come quickly from other donors.
Therefore, AID should move forward quickly with an emergency employment
activity that can begin to create jobs by no later than early February.

Two-Phase Program. The program is expected to take place
in two phases. Phase I (The Emergency Phase) will be a period beginning
immediately upon the availability of funds and running for a pericd of three
to four months. This phase is critical because of the cwrrent popular
expectations and potential political turbulence. It is also critical for
seasonal reasons. Many critical infrastructure repair works must be
implemented during the next four to six months or they will have to be
deferred until next year.

During Phase I, the concentration of work project activity
will be the terminal urban centers in Panama City and Coldén as well as the
populated corridar oonnecting these two population poles. Some selected
work project activity will be conducted outside of this area such as linear
structures (bridges and roads) for which a further deferment of maintenance
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or repairs ocould result in serious public safety risks or the total loss of
critical, and costly to replace, infrastructure. Some watershed management
activities related to the Panama Canal Basin which are of high pricrity may
also fall outside this area. '

Phase II will continue these public works projects into
1991 if and when additional funding becames available. It will consist of
basically the same kinds of work projects but will entail the expansion of
the geographic area and the increase in participation of implementing
entities based on pricrities and exigencies identified during Phase I.

Specidl Development Activities. ‘A number of high impact,
community development activities are plarmed on a nationwide basis.
Basically what is intended in this regard is the establishment of a Special
Development Activity that can be used by local government units, service
clubs, and commnity groups to complement local commnity resources and
permit the realization of projects such as schools, roads, footbridges,
health centers, irrigation structures, potable water projects and other such
activities in which the communities themselves will contribute land, labor,
local building materials and some cash of their own as well as their ideas
amd organizational capacity. This activity will be conducted in accordance
with an adaptation of the procedures and practices already developed and
used successfully by the former AID Mission in Panama.

Types of Work Projects. It has been determined that the
most attractive targets for investment in employment generation in Panama
would be small -wark projects which require no, or minimal design or
preconstruction preparation. Emphasis will be placed on mintenance,
rehabilitation and upgrading of the existing infrastructure rather than new
construction.

Typically work projects in the Emergency Phase of the
Sub-Project and the early follow-on phase will include such projects as: 1)
access roads, streets and related drainage improvements which will enhamnce
transportation and cammunication essential to industry, tourism, and
commerce; .2) local water supply and sewerage systems which respond to basic
health needs; and 3) reforestation and soil ‘conservation measures which
develcp environmentally sound bases for improved lard use,.-and 4) the
maintenance, repair and upgrading of public schools which are in a woeful
state-of "physical repair. As an adjuct to this Sub-Project, the
restoration of electrical energy distribution system is being explored.

Work projects under this activity will typically employ
from 50-250 people, although same will be larger, and a duration of three
months. Unskilled workers will earn minimum wages, ranging from $1.15 to
$1.70 per hour, depending on the task to be performed. Skilled laborers and
Superviscary persannel will earn somewhat, but not significantly,: more
depending on their specialties, around $2.40 per hour. The large majority
of the beneficiaries will be unskilled laborers.
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Projects will range in costs from $24,000 to $150,000 (in
the-public works sector) depending upon their magnitude and duration, and
‘arourd $5,000 to $40,000 in the area of education and health. Soil
oonservation projects are smaller and even lower in cost.

At the conclusion of Phase I, the project will contribute
$7.0 million to the reactivation of the econamy. That contribution will be
distributed in the following manner:

- $3,265,000 for the creatiom of 163;260 person—days of
work;

- $2,865,000 for the stimilation of comerce in the
purchase of materials, equipment, etc.;

- $450,000 will be directed toward the reactivation of
the defunct construction industry; and

Approximately 137 public work activities, 3 refor ion
conservation projects encampassing a multitude of smll  employment
gsgi_tj@; 1,355 classrooms will be ren some 60 smll commnity
evelopment projects will be realized.

Initial Selection Criteria

l. Iocal labor Content. No work project with less than
40% labor/total cost ratio will be financed. Work projects with highest
labor content will be given pricrity.

2. PReadiness for Implementation. Work projects which
require no, or minimal preconstruction design or consulting work.

3. Revenue producin and/or maintenance savi
potential. The degree to which the work project generates secondary or
terciary econamic or financial benefits and the extent to which investments
now in maintenance reduce heavier repair requirements later on.

4. Devel@lgnt Priorit% and Socio-economic Benefits.,
This item refers to the individual merit o the work project or the extent
to which the activity furthers other GOP policies, programs, and private
sector activities.

5. MNondwlication of other dmear activities. FEach of
these criteria will be oconsider and welghed, but the most important
Criteria will be labor content, readiness for implementation, development
priocrity, and ron-duplication with other donor projects.
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b. Preliminary project analyses

1. Technical Analysis

The situation in Panama favors the implementation of
labor-intensive,. social and public infrastructure wark projects. The ratio
of labor costs to total oconstruction cost will average about 55%, ranging
from as high as 75% to 90% for rerorestation and soil conservation works to
as low as 40% to 45% for some road/street and water/sewerage work projects.
The proposad reforestation and conservation activities will require few
materials (basically seedlings and mterials required to erect small
vertical structures, ‘ fences, signs and pathways) and practically no
equipment other than hand tools. Road/street wark and water/sewerage
construction both re.guire the purchase and delivery of materials such as
surfacing mixes, drainage and culvert pipe and related accesscries to job
sites. This need for basic materials is reflected in lower ratios for labor
Costs, generally 40-50% of construction cost for these latter types of work
projects.

From a technical feasibility point of view, the most
important consideration is that: 1) all of the materials that are required
are available locally in adequate quantities, 2) no heavy equipment
procurement will be required as private sector firms and voluntary agencies
will be used for works projects. There are ample quantities of equipment
available which is currently under-utilized, 3) no esoteric planning,
studies or design work will be required. Basically, the work undertaken
will utilize universally accepted design standards which have long been
practiced by the GOP. Plans will consist of a simple sketch delineating the
scope of the work project and a description of its limitation, outline
specifications, a breakdown of costs by labor, materials, equipment and a
construction schedule and time table.

2. Administrative and Institutiomal Analysis

A small and independent, autonamous, special
management unit will be required for the general management and coordination
of this activity.

The Special Employment Management Unit (SEMJ), which
will initially operate with three professionals, a secretary and a chauffeur
will ultimately be staffed by a Civil Engineer Administratcr, an internal
auditar, three secretaries; a technical division headed by a civil engineer
and supported by seven engineers who will be the liaison officers with the
respective implementing entities and who will monitor all of the work
projects within their areas of responsibilities; and an administrative
division oconsisting of a business manager and three support individuals with
expertise in financial management, contract administration and procurement.
(See Organization Chart, Attachment No. 4).
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This unit will be responsible for the overall management
and coordination of the Employment Program, and for issuing the general
guidelines and detailed operational procedures governing Sub~Project
activity.

This -Unit will also be responsible for all central
sub-project planning requirements and will monitor and assist the various
implementing entities, private agencies, service clubs (such as the Lions,
Kiwanis, Rotary, etc.) and loml government, or other community groups.
Specifically, the Unit will: 1) review and authorize eligible wark projects
prior to execution, 2) monitor and perform inspections of work projects in
progress, 3) assess ami certify completed work projects for final
disbursement, 4) manage the Emergency Fund revolving account in the National
Bank of Panama, 5) evaluate and make modifications to operational ard
administrative procedures as necessary. This unit will be the principal
Ounterpart entity for AID. In order to facilitate and expedite the
initiation of the Emergency Phase, the SEMU will be created within the
Ministry of Planning. The Ministry already has a unit made up of sectar
coordinators who custamarily fulfill many of the important functions
described above as principal responsibilities of the SEMJ, i.e., monitaring
pProgram campliance, planning, and certifying technical soundness and cost
rationale. For the remaining functions and certifimations, i.e., compliance
with procurement and contracting regulations, financial management
requirements, the Ministry of Finance will assign two additional persons to
the activity.

The positioning of the SEMJ within the Ministry of
Planning at first is appropriate and satisfactory as MIPPE is traditionally
the umbrella ministry for monitoring the execution of the various
governmental priorities. Moreover, the Minister of Planning is concurrently
the Second Vice President of the Republic thus giving the Ministry the
hegemony to monitor the activities of other ministries and to levy controls
as necessary.

Although some training and orientation of this unit
will be required, it is both minimal and in consonance with the functions
that such personnel have habitually performed within their respective parent
ministries.

The work of this Sub-Project will, in the first
instance, involve two national governmental entities (the Ministry of Public
Works, and the Ministry of Education) one national voluntary agency, ANOON,
selected local government units, service clubs and local grass roots
commnity interest groups. A number of work projects will be undertaken
Within the Ministry of Health. These would involve the maintenance and
repair of health clinics amd other facilities.

Cursory assessments were conducted of all of these
entities and it is our opinion that the various entities have the internal
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capacity, motivation and will to undertake and successfully coamplete these
activities. The technological requirements of this Sub-Project are low and
the governmental entities participating in the Emergency Phase are
relatively sophisticated in oconstruction techniques and knowledge. It is
our opinion that the technical capacity of Ioth the public and private
sectars in Panama exceeds the requirements in this activity. The capacity -
is currently dormant due to lack of financial resources, but this
Sub-Project will provide some of the financing needed to get things started
again. The private entity, ANOON, a ron-profit voluntary group for the
conservation and renovation of natural resources is particularly well
qualified and has considerable financial resources to counterpart the
resources to be providéd by AID.

, There are also no institutional constraints to the
overall feasibility of the Special Development Activity. Resource
allocation in this area is small, projects are likewise small, and past
mission experience with SDA activities have been positive.

i

Although the proposed Sub-Project is uncomplicated, a !
specific weakness has been noted, especially far work projects to be
administered by the Ministries of Public Works, Health and Education. As it
currently stands, regulations governing federal acguisitions will apply to \
procurement under this activity. These procedures, "las leyes de \

suministros,"” are antiquated and cumbersame. They levy requirements that
will unduly delay even the simplest of procurement actions. For exarple,
such regulations require a minimm bid period of 30 days, require
complicated analyses, countersignatures, reviews, approvals, resolutions,
authorizations and signatures by the President of the Republic before a
ocontract can be awarded. These procedures are intended to increase
financial controls and prevent malfeasance. While the intention is god,’
there is no evidence that such a layering and such a multiplicity of

requirements offer more safeguards than many more flexible alternatives (
which can be instituted quickly. ,\j

To overcome this obstacle, discussions have taken
place at senior levels in the Ministries of Public Works, Planning,
Education and with the Vice President of the Republic. The Vice President
has given his commitment to the support of an Emergency Decree which will
exempt the Emergency Sub-Project from such onerous procedures. It is
expected that a set of more streamlined procedures can be developed by the
time the activity is ready to disburse.

3. Social Analysis

Beneficiaries and Spread Effects

The three primary target groups for the work project
are: 1) the large number of unskilled and semi-skilled Panamnians laborers
who are underemployed or unemployed, 2) the commercial establishments who
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will provide materials, equipment, machinery, tools, transportation and
petroleums required for the realization of .the work projects, ard 3) the
depressed private construction industry which will carry out physical
construction of the work projects.

.. The secondary beneficiaries will be the pecple (the
general public) who will benefit by the generally upgraded condition and
replacement of the work projects urdertaken and those who will benefit from
secordary and terciary economic activities which will flow as a result of
the existence of such upgraded projects.

It goes without saying that this Sub-Project will not
provide benefits for th i oup of unskilled laborers who are without
work. Nonethelegs; assuming an average wage rate of $20 per day,
approximately 163,260 person-days of loyment will be created. Again,
assuming that All of this will be short term, i.e., averaging three months
per wark project, at least 1,814 people mwill be employed and will receive
income supplements as a direct result. the activities financed under this
Sub-Project.

In order to spread the benefits, no one in the labor
force will be allowed to work more than a three-month period during a
calendar year and private ocontractor's will be limited to not more than
three contracts, or earnings of not more than a certain dollar amount (yet
to be determined).

With respect to the Special Development Activity, no
cammnity will be eligible to receive more than $5,000 per year unless the
availability of furnds exceeds popular demard.

Social Soundness: With the exception of higher level
skills in the construction sector, (masonry, carpentry, construction
supervision), the predaminant employment requirement (approximately 90% of
all jobs) by work projects is for unskilled, manual labor. The character of
the work (earth moving/shaping, handling, lifting, compacting, excavating,
etc.) is traditionally acceptable in this society and within the capability
of the unemployed target group. Higher levels skills can be adequately met
by those unemployed in the currently moribund commercial construction sector.

Role of Commnity: Direct community involvement in
this program —— in the sense of orgqanized cammnity participation in the
entire planning or implementation phases is not contemplated except in terms
of those activities to be financed by the Special Development Activity. In
these work projects, community participation and the mobilization of local
resources will be major. Nonetheless, work projects to be implemented will
largely take advantage of the local labor supply and will rely on .the
traditional commnity institutions for recruitment of the labor force. ‘The
income effects on participating commnities is important. Therefore, the
use of labor fram the community where the project is being implemented will
be practiced.

—— e
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Role of Women: Wwhile rost direct employment generated
by this Sub-Project is custamarily performed by men; much of the work can be
performed by women. To the extent possible, women will be given the
possibility to participate, and in certain work projects such as soil
conservation activities, women can compete equally for work. This is very
important as many women in Panama are both heads of the household and the
sole income earners.

4. Economic Analysis

The macro-econamic justification is provided in the
Sub-Project Description Section of this paper. Time has not permitted the
computation of cost-benefit ratios, however, work projects have been
selected with a view toward ensuring that positive benefits are created —-
Primrily through the rmintenance of the econamic infrastructure,
restoration of public services, improvement of health, oonservation of
natural resources and greater soil productivity.

5. Institutional Roles and Relationships

Public Sectar: The sub-project implementing agencies
within the GOP will be the Mnistries of Public Works, Health and
Education. They will: 1) identify work projects within their respective
areas of responsibility which meet the project selection criteria, 2)
prepare work project profiles as indicated above and submit them to the
Special Employment Management Unit (SEMJ) for review and approval, 3) will
prepare bid documents, 4) conduct bidding for censtruction activities and
award contracts, 5) advance funds to mobilize contractors, 6) make monthly
progress payments to contractoars, monthly liquidations to the SEMJ, and
request periodic replenishment of funds, 7) supervise contractors during the
construction phase, 8) conduct final inspections of concluded work projects,
9) approve work projects which meet the previously agreed upon plans, costs,
specifiations and contractual terms or reject work projects which are
deficient and request remedial action, and 10) make final disbursements to
contractors and final liquidations to the SEMJ.

The National Association for the Conservation of
Natural Resources (ANON) will enter into a fixed-price contractual
arrangement or an OPG (whichever is faster) with A.I.D.

A.I.D. will act as oontract agent for the GOP in order
to acquire ANOIN's services. ANCN has prepared an unsolicited proposal
which is satisfactory in substance and scope with the GOP and A.I.D., and
will acocomplish measurable and verifiable outputs, generate an agreed upon
level of employment, request fund advances and make periodic liquidations to
the Special Employment Management Unit. A.I.D. will give a@_ roval
(countersign) all billing vouchers.

-
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Private Sector: The private sector will provide the
materials, equipment, tools, fuels, transportation and construction
requirements of the work projects. Work projects will be carried out by
Private sector construction firms.

.. In the area of construction, contractars will
participate in public bidding and make offers, will contract local laborers
both skilled and unskilled, will procure materials, provide equipment, tcols
and other construction needs and will implement wark projects. They will
receive fund advances from the implementing entities, make payrolls, meet
building requirements, prepare cash flows and liquidate/replenish funding
advances on a monthly basis. All construction will be in compliance with
local building codes and national design standards.

A nurber of suppliers will also rarticipate in the
Sub-Project. They will sell directly to the contractors on an "as built"
ard "as needed" basis.

Project Implamentation: In order to achieve the major
purposes of the Sub-Project, implementation of work projects will have to
begin quickly. Therefore, this Sub-Project has been designed to accommodate
the need for speed and control. During this intensive review, more than
Dols. 50 million in work projects have been identified which meet the agreed
upon selection criteria. (See Attachments No. 1, 2 and 3).

The initial steps in work project implementation are
as follows: 1) create an account for the Emergency Employment Fund in the
Naticnal Bank of Panam, 2) establjsh the Special Employment Management Unit
and write preliminary operationmal procedures, 3) Prepare wor' project
pProfiles, action plans, and bid documents, 4) conduct prequalification of
construction firms, 5) let contracts for groups or packages of activities

through competitive bidding, 6) Ercm.:lgate an emergency decree to_exempt

this activity —frem—lethargic pr nt—proceiures,  and 7) arganize an
intersectoral Special Project Develcoment Committee (Private amd Public

Sectors and including representatives from PVOs and service clubs).

Disbursement Procedures: Taking into consideration
the emergency nature of this Sub-Project and the relative cash position of
the GOP at this time, AID should be prepared to authorize an advance of
funds which will be based on a 45-day projection of Sub-Project needs. The
advance will be made to the Emergency Employment Account in the National
Bank of Panama. The account will be managed by the Special Employment
Management Unit.

The documentation requirements and certifications for
payments will be spelled out later in Implementation Letters and the Grant
Agreement.
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3. Technical Assistance and Commodity Support Fund Subproject
a. Problem

An interventionist public sector philoscphy has held sway
since the early 1970's, bloating the public sector to the point where it
recently accounted for one quarter of the employed work force. During the
last two decades public institutions were staffed largely on the basis of
loyalty to the ruling party. While the loyalty dissipated, the outcome of
this extreme degree of politization of the government's employment policy
was that civil servants were demoralized and dedicated less and less effort
to the work of government. This process culminated with the creation of the
"Dignity Battalions".

Because of the financial crisis, government revenues
declined so dramatically over the last three years that the budget could no
lorger finance the mintenance of the extensive public infrastructure
developed since the 1970s.

Intervention by the Noriega regime throughout the economy
stifled the private sector and produced an inefficient, over-sized and
highly centralized public sector. Moreover, the Endara government inherited
public institutions inefficiently providing the minimum of public services,
ard systematically siphoning significant portioms of government revenues for
the personal gain of the PDF and high govermment officials.

The Endara government also inherited public institutions
with minimum or no spare parts, in critical disarray and with little or no
acoountability. In many cases equipment and records were destroyed by the
“Dignity Battalions" during the recent fighting.

In the last several months of the Noriega regime, the
“Dignity Battalions" created defense committees within goverrment
institutions. The Endara government is currently screening personnel,
removing those associated with Dignity Battalion activity and looking for
evidence of corruption. Identifying and utilizing competent personnel is an
urgent task in the short term.

To reverse the direction of the statist and highly corrupt
government, the Endara administration has developed an agenda for national
reconstruction emphasizing a market-oriented policy framework. The strategy
will rely on the private sector as the engine for growth camplemented by a
restructured and leaner public sector.

The new senior GOP officials face serious bureaucratic
confusion which must be overcome immediately in order to quickly restore and
maintain the delivery of essential public services. To do so the new
government mist determine its assets, the current capabilities of its
variou: agencies and personnel requirements. The immediate re-establishment
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of functioning government Institutions 1s also critical to the establishment
of a gowerning body which provides the confidence, security and continuity
for the recuperation and enhancement of the role of the private sector in
the Panamanian economy. To this end AID proposes to establish and fund a
mechanism to make technical assistance awilable on a rapid-response basis.
In addition, we propose to provide a short term supply of critical
commodities required by the government to restart essential services and to
begin the restructuring of the public sector envisioned by the Endara
government,

b. Goal and Purpose

The overall goal of the U.S. assistance program is to
assist the Endara government reactivats the economy through private sector
led growth and to provide assistance to Panama's efforts to consolidate
democracy. The purpose of the sub-project 1s to assist in the urgent
rehabilitation and restructuring of public sector agencies 1n order to
provide the necessary structure and stability for economic recovery,

C. Rationale

The Endara gowernment is committed to a fundamental
restructuring of the role of government agencies through the opening of the
Panamanian economy, the priwatization of state owned enterprises, the
removal of monopoly control over warious industries, the establishment of
accountability within government ministries, the reinstatement of a
functioning auditing system in the Contraloréa and government agencies, and
the establishment of a leaner government bureaucracy. They bring few people
experienced 1in the public sector to their task of governing. This
sub-project will assist the new government team in initfating these and
other efforts during this key transition perfod towards a functioning
democracy. Early on expertise will be provided to assist in the formulation
of a national budget. The government has been operating without an appro ved
budget for the past two years. The sub-project will aiso provide commodity
assistance of an emergency nature in order to normalize the provision of
essential public services.

The GOP is committed to reducing the role of the state,
instituting laws and regulations which will allow market forces to operate
and reducing the size of the gowvernment work force. This policy transition
coupled with the effects of the economic crisis suggest that the GOP is
facing a formidable task. The short-term specfalized assistance proposed
under this sub-project will be instrumental 1n restructuring of the
government during this critical period.

d. Project Description

The sub-project will finance two elements: a) a core
group of three advisors and an administrative assistant located at MIPPE
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together with a fund for financing required short term technical assistance
by government ministries and agencies, and b) urgently needed equipment,
Spare parts and materials for key government agencies.

i. Technical Assistance

The Technical assistance element of the sub-project
will be administered and coordinated by MIPPE under the direction of the
MIPPE project manager. The technical assistance will be available to all
government agencies. The Technical Service Cere Group ' (TSOG) will consist
of a Public Administration Specialist, a Finance/Budget Specialist, an
Economist and an Administrative Assistant. The TSCG will assist MIPPE and
other government agencies in areas of their respective expertise as well as
identify and obtain the immediate short term technical assistance needs of
govermment agencies. The three members of the Core Advisory group and the
Administrative Assistant will reside in Panama during an initial period of S
months.  The Core staff will be assisted as required by short-term
specialists who will provide specific technical assistance. The ability to
call on short-term specialists from the home office is a critical
requirement under this activity. Below is a partial list of areas in which
the GOP requires technical assistance. The technical assistance program
will be demand driven, responding to the immediate needs of the govermment.

The Contralaria  (Comptroller General) requires
technical assistance to develop a standard financial control and information
system for all government ministries and agencies. The Comptroller also
requires assistance in systems information security, evaluation and layout
of hardware, short courses in auditing principles and financial management.
This assistance is urgently needed because the new government has found an
ad hoc system with no effective controls which enabled diversion ard
outright theft of government funds.

The Minister of Finance (Tesoro Nacional) noted that
this period of political transition is an opportune time to develop a
national civil service system basel on merit and job security. Assistance
to develop a new civil service system which will provide the confidence the
Panamanian tax payers demnd will both rationalize the bureaucracy ard
significantly reduce current expenditures.

_ Most agencies providing public services require
financial analysis of their operations to determine fee schedules which
would provide financial self-sufficiency. The large subsidies required by
Tevenue generating agencies can no longer continue given the current and
future prospects of the GOP financial situation.

A nurber of government agencies require drastic
restructuring. Three years ago USAID/Panama financed a study which
recommended restructwring and eliminating a number of functions of the
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Ministry of Commerce ard Industry (MICI). Other studies have recommended
the akolishment of the Agricultural Development Bank (BDA).

Government's Bank, the . clearing house for the banking system, and its
development and commercial banking functions., A strategy for implementing
the privatization of the commercial banking function of the BNP should be
initiated urgently.

Vice-President Ford recently announced that the GOP
will proceed with the privatization all state owned enterprises and that
studies leading to this end should proceed in the short term.

The management of the port authority requires a
radical transformtion to reduce costs and improve productivity. The
government also proposes to eliminate the monopolies which exist in the
transport sectar because of the “igh oost and inefficiencies resulting from
the current arrargements.

The government will also need advice on nationmal
financial and credit Policies in order to deal effectively with its
creditars.

A current picture of the critical components in the
housing sector is requivcd in order to develop a strategy for its
reactivation. Studies are required on current demand for housing, the
financial oondition of builders and individual housing projects, the
financial cordition of the mortgqage banks, and the available supply of
infrastructure and construction materials.

Seminars to discuss the respective roles of the public
and private sectors in housing and to consider and propose reforms which
would lead to a more efficient distribution of functions should be initiated
quickly.

Given the lack of central government resources to
maintain the educational infrastructure, alternate maintenance plans to be
implemented by communities and neighborhoods must be developed.

The Mayor of Panama City has requested technical
assistance in: data processing and administrative systems, revenue
generation programs, auditing and accounting, administration of public
markets, parks and recreation areas, planning and administration of
municipal sub-projects, and short term training for municipal employees.
The Mayor has also requested assistance in developing a public awareness
pProgram including topics such as security, sanitation and civic
responsibilities.
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ii. Commodities

Because of the qovernment's financial situation and
the fact that it has not been operating with a budget for the past two
years, the procurement of equipment and spare parts by key government
agencies is seriously behind schedule. The Team has identified four key
government agencies requiring urgently needed replacement equipment, spare
parts and materials: (1) the Ministry of Health, (2) the Ministry of Public
Works (MOP), (3) the Electricity Company (IRHE), (4) the Garbage Collection
Campany (DIMA) and (S) the Water Campany (IDAAN). For example, the Electric
Company has depleted its inventory of replacement equipment and parts to the
extent that the replacement and maintenance of transformers, insulators,
hardware, distribution cable and the repair of substations and switching
stations is no longer possible on a normal basis. While repairs to the
electrical system are only mxderately labor intensive, the effect of loss of
electrical energy to the economy in general and employment in particular is
SO great that some emergency procurement is required. Annex (C) provides a
list of commodities urgently required by the above noted agencies.

e. Financial Plan

Activities which can be completed within the 150 day
period authorized by AID/W will be financed under this sub-project.
Activities which will require a longer time frame for implementation will be
funded under the medium term continuation of the sub-project. Commodity
requirements for the medium term will be determined during the emergency
phase, they will include equipment for schools which were vardalized.
Techniml assistance for the medium term will also be determined during the

emergency period.

The total cost of this sub-project is $5.5 million, of
which $1.5 million is allocated to technical assistance and $4.0 million for
commodities. The MIPPE will provide office space and secretarial assistance
to the Technical Services Core group (TSOS) as well as counterpart personnel
from MIPPE and other government institutions to support the efforts of the
TSCG and the short term technical assistance.
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Summary Financial Plan

l. Technical Assistance:

a. Five-month Advisors (3)

and Administrative Asst. $ 300,000
b. Short Term Adviscrs 1,000,000
¢. Training/Seminars 200,000
Sub-Total $1,500,000

2, Cofmodities:

a. BHealth $1, 000,000
b. MOP 1,000,000
¢. IRHE 1,000,000
d. DIMA 500,000
e. IDAAN 500,000

Sub-Total $4,000,000

Total $5,500,000

f. Methods of Implementation and Financing

The following provides information relating to the methods
of implementation and financing for funds obligated under this sub-project:

Method of Method of
Item Implementation Financing Amount
l. Technical Assist. Direct Contract- Direct
PIO/T Payment 1.5 M
2. Commodities Host Country Direct
Contract L/Com 4.0 M
5.5 M

The planned methods of financing fall within the preferred
AID methods of financing. AID will contract with a U.S. 8 (A) firm for
technical assistance. The Government of Panama will negotiate and contract
for comodities from their usual sources of supply. AID will issue direct
letters of commitment to suppliers of commodities and make payments directly
to them on receipt of invoices and supporting documentation.

g. Implementation Management

The technical assistance element of the sub-project can be
implemented by an 8 (A) firm. The recommended firm is Development
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Technologies, Inc. The team has learned that this firm recently did
outstanding work in Financial Management for the World Bank in Jamica. The
firm was also involved in a Public Administration project for AID in Panama,
with excellent results. The firm has done similar work for the World Bank
in Costa Rica and is noted also for its strong economic capability. The
Contract should be on a cost reimbursement plus a fixed fee bhasis, as this
is the appropriate mode given the uncertainties in the amount of work and
corditions under which the work will be per formed.

The Contractor will assist all government agencies by
providing technical advisory services in the areas of economics,
financing/budgeting and public administration. The Contractor also will
assist government agencies, in the identification of amd socoping of stort
term technical assistance requirement. The Contractor will manage and
implement all technical advisory services, short-term training and seminar.
The Contractor Chief of Party (the Public Administration Specialist) will
obtain the clearances of both the MIPPE project manager and the AID project
manager prior to proceeding with the implementation of short term T.A.
services.

At the beginning of each 5-week period the Contractar will
prepare/update a work plan for review and approval by both the MIPPE project
manager and AID. Reports to be provided every 5 weeks will indicate
progress toward the plan submitted, revisions and new plans for the
subsequent pericd.

h. Staffing Requirement

A Project Develcpment or Program Officer will be required
on a TDY of full time basis in Panama in order to serve among other things
as project manager for this activity until the Mission is permanently
staffed.
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4. sSmll Business Lending Activity Subproject
a. Problem

During the hours after U.sS. Forces arrived in Panam, the
Panama Defense ‘Forces and paramilitary "Dignity Battalions" looted and
Vandalized, and then invited public looting of private businesses in Panama
City and in Colon. Many of these businesses, particularly retailers who had
unusually high 1levels of stock during the week before Christmas, ard

whose commercial synergism depends upon the health of the commnity of
stores, lost not only a large portion of their working capital, but also the
viability of the business center itself. Some cannot replace specialized
equipment not available in Panama. Many have had to close, lay off
employees or declare extended furloughs. The Panamanian business community
is doing much to ameliorate the problem with its own resources. Several
larger businesses, in fact, are already reopening. However, many
enterprises, particularly smaller businesses, face bankruptcy.

b. Summary Sub-Project Description

Goal: The sub-project goal is to maintain employment and
restore private sector-led economic growth,

Purpose: The sub-project purpose is to save jobs by
assisting otherwise viable small private enterprises to replace stolen or
damaged and destroyed equipment and inventories. This assistance will take
the form of one-time emergency loans for inventory, equipment and short-term
working capital. It will be extended through the Fundacion pra el -
Desarrollo Economico y Social (FNDES) and local banks to sub-project
beneficiaries.

Summary Description

A.I.D./Mational Bank Disbursements to Primary Acoount:
A.I.D. will provide a grant to the Fundacion para el Desarrollo Economico y
Social (FUNDES). The grant, less a miniml share of FUNDES administrative
costs, will be deposited in a National Bank of Panama account (Account No.
1) in the nume of FINDES. An amount not to exceed $120,000 will be
authorized from the A.I.D. sub-project grant for overhead costs associated
with extraordinary costs of administering the sub-project dwring an
intensive five-month emergency period. As FUNDES will benefit from reflows
(into a Separate account) from loans administered under the grant, no
further A.I.D. funds will be - provided for this purpose beyond his
five-month pericd.

Loan Approvals/Disbursements to Beneficiaries:  FUNDES
will identify eligible beneficiaries of sub-project loans based upon
agreed-upon criteria (see below) and Present loan packages to banks which
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mrticipate in the ongoing FUNDES 1loan guaranty program. When a
participating bank approves a loan, FUNDES will write a check to the bank
against its A.I.D. grant account (No. 1) in the Nationmal Bank for the amount
of the participating bank's loan to the ‘sub-project beneficiary. The
Farticipating bank will disburse to the beneficiary or his suppliers in the
same way it handles other bank loans.

Terms:  Three types of funding (equipment, inventory,
payroll) will be available under a single loan with monthly payments. These
payments will be varied or structured to recover those portions of the loan
designated for shorter term requirements early.

Term Interest Rate

(Up To) Purpose of Loan 1st Yr Thereafter
3 yrs Equipment 7% Market

180 daysl/ Inventory 7% N/A

180 daysl/ Payroll (up to 60 days) 7% N/A

The maximum loan to any individual enterprise (total from
all loan types) will be $25,000.

Repayment and Reflows: Beginning 60 days after the
disbursement date of the loan, the participating bank will begin transfer of
the loan repayments, including interest, back to a second account (No. 2), a
trust account to be administered by representative trustees of FUNDES and
the Asociacion Panamena de Ejecutivos de Empresa (APEDE) and dedicated to a
future lending program for micro businesses.

Expected Achievements/Accom..ishments: A.1.D. intends
that loans provided under this program will be fully disbursed within 90 to
120 days and that they will benefit at least 400 businesses and represent
2,000 full-time jobs in the econamy in the hardest hit Panama-Colon corridor.

¢. Technical/Administrative/Financial Analyses

Proposed Grantee and Implementing Agency: Included among
unattached Annexes to this paper are descriptions of FUNDES and APEDE and
copies of their most recent audit reports. With FUNDES as lead agency,
these two organizations together comprise the principal i:-lementing
arganization, with FUNDES providing loan processing and follow-up in Panama
City and APEDE performing this function in Colon. (Loans from both
organizations will be channeled through a single FUNDES Credit Committee in
Panam City.) The grant is to FUNDES. The roles of these and other
contributors to the program are described below.

1/ In effect
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National Bank of Panama (BNP): The National Bank of
Panama will, as funds are disbursed fram the A.I.D. grant account, transfer
into a third FUNDES account (No. 3) as a grant, an amount equal to FUNDES
disbursements from the A.I.D. grant. The working assumption is that when
the A.I.D. grant is depleted, BNP funds equaling the A.I.D. grant will be
available to continue the program. It is also anticipated that the BNP will
contribute manpower to this program in the form of credit analysts and field
technicians assigned to FUNDES-supervised teams.

The Banks: Participating bar?e will service these loans
at a cost of $0 to $10 per loan per month2?/. The banks will receive,
Screen and assure proper ‘completion of some loan applications. They will
also contribute the time of bank executives to the Credit Comuittee which
will meet as required, but as often as every day. It may happen that some
beneficiaries of this program have outstanding loans with Panamanian banks
from a time several years ago when small businesses could obtain such
loans. Bank interest and suppart could derive fram the fact that the
program may serve as a possible source of funding for some bank customers.
Banks whose customers benefit from this program must subordinate this
outstanding indebtedness to new FUNDES loans.

The Ministry of Commerce and Industry: The Ministry of
Camerce and Industry will contribute mampower in the form of credit
analysts seconded to FUNDES-led teams. MICI has also offered to provide
office space if necessary. MICI has requested representation on the FUNDES
Credit Comittee.

FUNDES and APEDE: FWDES is providing the support of its
current technical capabilities (credit analysts for interview and
application reviews, project technicians for on-site inspections, credit
committee for preliminary approvals, and follow-up supervision of
outstanding loans), its offices, and general supervision from its menber
business executive volunteers. APEDE is providing similar support for the
loan portfolio which is to be developed in Colon. APEDE will serve as a
member of the Credit Committee. (See structure of Credit Committee under
Step 4 of the Loan Administration section below.).

Contributions of Other Donors: Included among the

unattached Annexes to this paper are copies of current agreements of FUNDES
with other donors, including the IDB, Canada and CRS. FUNDES Panama was

2/ There was mnot time to confirm this arrangement. FUNDES already runs its
current lending program through these banks and believes that some may be
willing to provide loan administration as a social contribution. A narmal
arrangement might involve a 2% administrative fee, i.e., 2% to the bank and
5% to FWNDES. We believe a flat $10 charge would be fair.
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developed with support from the Swiss Foundation for Economic and Social
Development. Though independent, FUNDES Panama is still associated with the
Swiss Foundation.

Beneficiaries: Metaphorically speaking, some otherwise
healthy Panamanian businesses have suffered a tragic accident. Some were
unhurt. Many are 1injured, but conscious (open for business, but operating
at less than full capacity). Some are more seriously hurt and now
unconscious (unable to open or open with inadequate stock to surviwe). Some
are deceased. A.l.D.'s emergency resources will be focussed on reviving the
unconscious. These businesses may be defined as follows:

- Otherwise _viable small businesses (maximum capital
employed 3/ not to exceed $60,000, exclusive of
realty) whose faflure is assured by the direct and
indirect economic effects of the looting and
vandalism. These are businesses which remain closed
(or have inventories of less than 30 days) and could
not open without this assistance.

- Businesses whose viability contributes the most to
employment, whether directly, or indirectly as a
function of their service or product, and whose ratio
of loan to restored jobs is at least one job to $5,000
(counting only one family member, including the owner).

- Businesses which provide essential products/services
to poorer neighborhoods.

- At least 15% of the total lending will be set aside
for 2ligible enterprises in the Colon area, but at the
end of 90 days, funds remaining in the FUNDES grant
account for efther Colon or Panama city will be open
to lending in either Panama City or Colon.

Loan Criterfa: We have prepared an illustrative grid (See
Annex D1) which indicates the general criteria (and weightings) which will
be used by the Credit Committee in determining priority for loans under this
program,

Steps and Administrative Roles in Loan Administration.

Step 1. FUNDES will solicit applications for loans
through TV, radio ané newspaper announcements. Much of this will come from
public service announcements, but some funds have been provided for this
purpose.

3/ Maximum capital employed is defined as equity plus bank 1loans plus
supplier credits plus shareholder equity plus everything else.
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Step 2. Applications will be received, screened and
reviewed for cumpleteness and accuracy by any one of the FUNDES, APEDE or
participating bank offices. 1If applicants are eligible, they will be
provided applications and assisted in Preparation of the applications.

Step 3. National Bank of Panam and Ministry of Commerce
employees trained by and seconded to FUNDES, and FUNDES analysts will review
applications. If all is well, sub-project technicians will make on-site
inspections to assess the accuracy of information on the applications.

Step 4., Confirmed applications will be submitted to the
Credit Committee, which includes representatives from banks licensed to
operate in Panama, the Ministry of Commerce and Industry and APFDE. At
least one minority or woman representative will be a member of the
Commitfee. Applications will be reviewed for creditworthiness and other
eligibility factors described further below. The Committee will meet as
frequently as needed and as often as every day to review staf f-recommended
loan applications.

St 5. Application packages approved by the Credit
Cammittee will be submitted to participating banks for loan processing and
dishursement.

Step 6. Loan administration and repayment will be handled
as described in the Sub-Project Summary Description above, but one
additional matter is involved. Every month, FUNDES technicians prepare ard
send to the Credit Committee a credit report on every outstanding FUNDES
loan. At the first sign of problems, FUNDES sends a field supervisor to
check any problem and address it.

Relevant Experience with Similar Projects. In a similar
project in El Salvador in which A.1.D. provided emergency lending to small
businesses following the earthquake, an important problem was that the Banks
that administered the loans put none of their own resources into the
program. They risked nothing. They profited from administration of the
loans, but defaults cost them nothing. Though this sub-project is similar,
it is different in that it benefits from the services of an additional,
motivated entity, FUNDES/APEDE, which provides the missing links between the
smll enterprise borrower and the formal banking system. Since the A.I.D.
grant funds will return to FUNDES/APEDE, they have more than just a
technical and professional interest in assuring repayments.

d. Factors Affecting Sub-Project Selection and Development

Social Considerations: Some larger businesses also race
bankruptcy. However, A.1.D. does not have adequate resources to respond to
the needs of the larger businesses at this time. In order to define a
program within the limited resource levels available during the emergency
phase and to assure rapid disbursement of furds. ¢ recommend parameters for



assistance focusing_on relatively smaller businesses with relatively higher
rates of employment to investment. We believe that many of the affected
Panamanian private enterprises above the $100,000 capital base rarge will be
able to get through this initial period of emergency by trading on the good
faith and creditworthiness established with their banks and suppliers in the
past and by their good fortune in being in areas which can regenerate
commercial activity rapidly. There is evidence that this is occurring.
However, this will not be true of many smaller one-store enterprises,
particularly some that provide jdbs in and serve pocrer areas of Panama City
and Oolon. These small businesses do not normally have access to bank
credit, so lending tp these businesses would not displace bank credit.

The looting which occurred in Panama was result of a
well-planned effort by General Noriega's “Dignity Battalions" to incite riot
and disruption. The battalions moved systematically through commercial
areas, shooting out windows, breaking locks, taking valuables, breaking
equipment, ‘moving to the next store and inviting people to take anything
that was left. It seems apparent that the areas attacked were chosen
because: (1) there were particularly high value items present; (2) there was
minimal security; or (3) there were poor pecple in the area who could easily
be encouraged to exploit the situation. Stores in poorer area commercial
centers suffered disproportionately since the synergistic draw of entire
commercial centers has been disrupted. Many small Chinese-owned
neighborhood shops in poor areas were cleaned out.

Economic Considerations: A.I.D. wants to avoid creating
new knots in an oyertaxed banking sectar by tying up bank resources amd
people in a labor intensive small enterprise lending program directing
econamic resources to _less-than-viable enterprises. The market would not
allocate resources to these sinesses. However, it is important that
U.S.  assistance and the Panamanian business commmnity be arganized amd
targeted to reach otherwise viable businesses which would otherwise fail for
lack of prompt attention. A major objective of the A.I.D. program will be
to free available resources within the financial system for this purpose.
We wish to keep the patient alive until emergency care arrives.

A very rapid survey by one of our team members
indicated that very smll and micro businesses were not generally affected
by the looting. TO the extent that they were, they will fall into an area
of eligibility for this or other programs. Both the IDB and CRS are
financing micro-enterprise loans through FUNDES. Micro enterprises affected

4/ When the U.S. Banks began to withdraw from the medium-sized business
loans several years ago, the Panamaniam Banks retreated to that area for
their lending programs and left the upper level small businesses ($60,000 to
100,000) without credit resources. The USAID/Panama small business loan
program was lending to businesses with capital investments of up to $100,000
when the program was ~s:uspended in December 1987.
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by the looting (there were a few) can be assisted from those sources. This
A.1.D. program can assist viable businesses down to the bottom end of the
small business sector.

Economic Assumption: In designing this activity, we
have assumed that there would be inadequata credit available in the Panama
financial system over the next three months (and longer) to address the
needs of small businesses and that, if available, rates would be too high
for the businesses which have suffered the highest lewvels of dewastation.
This assumption is a well-considered one, but it might change if the foreign
banks were to begin to transfer new resources into Panama.

The types and sizes of businesses targeted for this
lending program will buy most of their inputs in Panama, thereby increasing
the economic affect in Panama.

Relative Costs of Job Creation: The Emergency Employment
sub-project included in this package will create jobs with an average hourly
wage cost of $1.70 per hour. On a basis of 30-day months, the cost per year
per job would be $4,896. This lending program will save johs at about this
cost (much of the investment has already been made by owners) and the Jobs
will be permanent ones.

A.1.D. Policy Issue: Some will question whether A.I.D.
should support a program which provides funds at below market rates. Our
response {s that following disasters in the U.S., the U.S. Government
provides loans at the FED Funds rate. This 1is a similar program. The
difference is that in this program the loans escalate to market rates after
one year,

e. Estimated Costs and Methods of Financing

This sub-project will financed through a grant to FUNDES
according to procedures described above. Illustrative budget tables are
attached at Annex D2.

Financial assumption: Though we assume that the GOP wil)
want to contribute to this program, it is possible that fiscal resources

will be too l1imited. We assume that approval of the A.I.D. grant will not
be conditioned upon this GOP contribution.

f. Implementation Schedule
See Annex D3
g. Request for Special Authorities
We have assumed that because of the emergency nature of

this activity, it will be funded under OFDA authorities. If not, it will
require a quick review for conformity with current A.I.D. regulations.
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Though we have not done an environmental examination, we
believe that the nature of the activity is such that it would qualify for a
neqative determination.

h. A.I.D. Support Requirement(s) and Capability

Though we have not set aside funds for this purpose, both
FUNDES and APEDE have indicated their respect for IESC technical
assistance. If it seems appropriate, IESC support fund could be added to
the budget.

We anticipate that the LAC Bureau's Trade Credit Insurance
Program (TCIP) might complement this sub-project nicely. TCIP is included
in the overall Panama plan.

This sub-project would best be managed by a private sector
officer. In view of the intensive nature of the program during this
emergency period, a TDY private sector officer should be assigned to manage
the sub-project until the Mission is permanently staffed.
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5. Restructuring of the Banking Systemn,

The banking system has been working at a very low level of
activity since early 1988. The fact that banking functions have continued
is a tribute to the resiliency of the financial system of Panama, but a
reconstruction program cannot succeed without a revitalized banking sectar.
Aart from emergency relief, actions discussed in this paper would have
minimal effect unless the ing system is reactivated. The most urgent
need is to obtain technical assistance to assist in the design of a program
to reactivate financial intermediation. The GOP has requested technical
assistance from the IMF, the World Bank amd the U.S. Treasiry. We
urderstand that they have received a favorable response from the IMF and the
World Bank, and that IMF ard World Bank teams could arrive as early as the
third week of January. We do not know the U.S. Treasury plans with respect
to this important issue.

An analysis of the banking problem in Panam mist make a
distinction between BNP, the Caja de Ahorros, the foreign-owned banks, and
the Panamanian-owned banks. :

Banco Nacional de . Panama. The Banco Nacional de Panama
carries out essential Central Bank functions: it holds the reserves of the
commercial banks and it ran the check clearing mechanism. Therefore, the
proper functioning of the banking system depends on the ability of BNP to
carry out its central bank functions, or those functions would have to be
transferred to another institution.

non-financial public secter loans were repaid, the Private sector portfolio
of BNP contains a large proportion of non-performing loans, and this also
threatens BNP's solvency. Restructuring BNP, including the privatization of
its private sector activities, is a top priority.

The Caja de Ahorros. A government-owned savings bank, has
branches throughout the country and almost 500,000 depositors. It had the
reputation of being a conservative in its lending operations—almst 90% of
its lending activities are uwortgages to finance low to middle incame
housing, and their arrears have been low. In the last two years, it is said
that management of the CGaja de Ahorros detericrated considerably and that
its financial Position is much worse than it had been. Additionally, as it
kept all its deposits with the BNP, its liquidity position is inexorably
linked to BNP's own liquidity. The Caja de Ahorros, however, is probably
solvent. Assistance to the Caja de Ahorros is important from an equity
point of view as ity derositars have lower incomes than the depositers of
the commercial banks.

There are thirteen Panamanian-owned banks, of which three are
primarily mortgage banks. At the end o 1978, total assets of the
Panamanian-owned Private banks were $1.7 billion. Given the monetary system



- 50 -

and the lack of a lender of last resort, these banks have kept reasonably
high liquidity -- at the end of 1987, liquid assets were $477 million, or
28% of total assets. As roughly half of total liquid assets are kept in
Panamanian banks, including the BNP, the liquidity of each bank obviously is
closely related to the liquidity of the system as a whole. The loan
portfolio of these barks, including the commercial banks, includes a large
proportion of mortgage-backed loans, mostly for housing but also including
commercial real estate. All these banks face a liquidity problem; it is
necessary to make an assessment to determine which of these banks my be
insolvent.

The foreign banks dominate the Nationmal Banking System.
Their assets declined fram $27.1 billion at the end of 1986 to $18.6 billion
at the end of 1987, but they still account for about $84% of total assets of
the National Banking System. The foreign asset/liability position of these
banks as a whole is basically in balance, with net foreign assets equal to
$44 million. However, same of the foreign banks have substantially negative
positions. These banks have recourse to their corporate headquarters, and
therefore, their position is quite strong in relation to other banks in the
system.

The first step for restructuring the bank system is to crry
out an assessment of the situation by an independent team of experts. It is
likely that a solution may require the establishment of a mechanism to act
as a lender of last resort. This lender of last resort must have sufficient
funds to be completely credible; it must provide resources only when
adequate oollateral is provided; and, it must charge interest rates higher
than market rates to discourage unnecessary use.
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C. Emergency Program Summary Cost Estimate

EMERGENCY PROGRAM SUMMARY COST ESTIMATES
(By Sub-Project and Component Totals)

Sub~ Medium-term
Camponent  Project Continuation
Sub-Project/Component Costs Costs Estimated
Chorrillo displaced persons
Housing $ 12,500
HIG-012 (3,500)
Total ‘Chorrillo $ 12,500
Emergency Employment
Public infrastructure 6,500
ANOON conservation/
reforestation 200
Special Development Act. 300
Employment Total 7,000 $ 43,000
Tech. Assistance Support Fund
Five-month Advisors (3) and
Administrative Assistant 300
Short-Term Advisars 1,000
Training/Seminars 200
Technical Assistance Total 1,500 $ 3,500
Commodities
Health 1,000
MOP 1,000
IRE 1,000
DIMA 500
IDAAN 500

4,000 $ 16,000

Small Bus. Lending

Activity
Credit 4,870
FUNDES Credit Administration 130
Total Small Business 5,000
Total Cost of Emergency Program $30,000 $ 62,500

NEW MEDIUM TERM PROGRAM

FY90 FY91
ESF $500, 000 $200,000
HG-013 (25,000)

TCIP (15,000)
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D. Program Implementation Flexibility

While each of the above described sub-projects have reasonable
cost estimates, it is not clear at this time that the pace of implementation
will proceed evenly or as rapidly as expected fro every component. For this
reason, the Team recammends that maximm flexibility to transfer funds
between line items with sub-projects, and between sub-project be allowed in
order to maximize the use of resources during the implementation period of
the Immediate Recovery Program.

E. Adit

As agreed to with RIG Horduras (Telcon C. Gothard/D. Chiriboga) on
1-13-90, the types of audits to be conducted for the Immediate Recovery
Program will be determined subsequent to approval of the Program by AID/W.
RIG/H will field a two-man team the week of Januar, 22 to make this
determination in cooperation with other AID personnel on TDY in Panama.

IV. COTHER SHORT-TERM ASSISTANCE
A. Reactivating Regiomal Projects and LAC Regional Projects

Once current restrictions on assistance to Panama are waived or
Otherwise lifted, there are a number of regional projects which should be
activated or reactivated in Panama. Project assistance in areas of priority
can make important contributions to econamic recovery. In addition, they
can serve as vehicles for renewing Panamanian cooperative relations with its
neighbors. These relationships were damaged and, in some cases severed in
the latter years of the Noriega regime.

While we would expect that the full range of regional projects
will be renewed in Panama over the coming months and years, there are
several which should core in right away. For the others, it would be better
to stagger their arrival so as not to overwhelm the new Government or exceed
the reforming resident AID staff's capacity to coordinate and monitar their
activities.

ROCAP projects which could make early, important contributions by
carrying out activities within existing resource availabilities in order of
pricrity are:

RENARM -~ Support to PVOs working in Natural Resources
Conservation/Environment is needed as soon as possible. There are
sSeveral active PWOs which ocould benefit from advice and ‘modest
financial support. As the government becomes able, assistance in
reviewing, improving national molicies will be important. Within
a few monthis, GOP and AID Mission could benefit from technical
Cooperation in beginning to formulate AID bilateral assistance in
this area.
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Non-Traditional Agricultural Export Support - While we do not
foresee active involvement with the public agriculture sector in
general, the technical resources of this regional project could
assist producers, producers' associations now in identifying and
opening new marketing channels. In a few months, the AID Mission
could benefit from the technical advisory help in formulating
bilateral project assistance for non-traditional export
development and finance. We anticipate activity broader than
agricultural exports, buat they likely would be an important target
of such assistance. )

FEDEPRICAP - The Panamanian private sector is well organized and
has  traditionally enjoyed strong links with associations
throughout the regions. FEDEPRICAP can play a useful role in
reactivating these relations.

Economic Policy Research Project ~ In the next several weeks,
contact with INCAE could be especially useful to the new
government in the area of forging a public-private sectar (labor
in particular) consensus. The crucial, divisive issue of labor
code reform might be the focal point for a government not
naturally close to organized labor.

LAC Regional Projects - Several LAC/CA Regional projects also
should be reactivated in Panama. While time has not permitted a
thorough review of the possibilities, we believe priority projects
include:

- CA Regional AQJ, CAICITAP, CA Regional Democracy Strengthening
and CA Regional Legislative Marmagement - These four are critical
and should be geared up to provide assistance the minute
restrictions are lifted. AQJ/DI activities are the subject of a
Separate interagency assessment now underway.

- RTAC - Renewal of the university bookstore program here is
highly desirable.

— AIFLD ~ The labor movement in Paname has been totally carrupted
by the former regime. AIFLD has already sent personnel in for
recomaissance and advise us they have full State Department
Clearance to reopen. Hopefully, regional contract funds can be
made available for their assistance to democratically-inclined
labor aorganizations. We would foresee their liaison in Panama
being the Embassy Political/Labor Office.

= LAC Regional Technical Support Projects - Urgent needs foreseen
in the proposed Technical Assistance Support Fumd could be
camplemented by specialized expertise from these sources.
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B. Actions to Restart Bilateral Projects

The A.I.D. portfolio forged before the Mission was closed in 1987
was appropriate to the then prevailing circumstances in Punama in A.I.D. As
indicated throughout this document, the vision of the new Government amd
ourselves for private-sector led growth and dramatic diminution of the role
of the public sectar points toward a very different focus for A.I.D.
assistance.

While elements of former projects may surface in'a new program, we
recamend reactivating only three at this time. The first is CAPS/CASP far
120 participants to begih training in 1990 at a cost estimated at $8.4
million. Sixty participants have completed in-country English training and
been waiting for six months to begin their U.S. training. They should be
funded immediately; €0 additional were planned and should be funded to begin
training this summer. Beyond that, the question should be revisited, but we
are inclined to believe CAPS should be renewed and continued.

In the cases of the COSPAE (short-term private-sector suppor ted
U.S. sdwlarships) and PANAJURU lin-country, vocational agricultural
scholarships) projects, once restrictions are lifted, they should conclude
planned activities. Follow-on activities may be desirable, but will need
further study.

There are two HIGs still in the books from the former program --
HIGs 012 and 013. 012 has been discussed elsewhere in this paper. It has
over $7.5 million remaining, already contracted and in escrow. $3.5 million
is proposed for use in the Chorrillo Displaced Persons Housing sub-project.
Uses for the other $4.0 have not been identified vet. This issue should be
resolved pramptly.

The second HIG (013) was authorized in 1986, but funds have not
been contracted. While our inclination is not to reenter the housing sector
on a continuing basis, if it could be used to enharce the liquidity of the
Panamanian private sector mortgage banks this last HIG may contribute to a
key part of the recovery strategy. This issue can be resolved in the next
few months.

V. THE MEDIUM TERM RECOVERY PROGRAM
A. Economic Recovery Program for 1990

l. Introduction

The mid-term recovery program will require the participation
of international financial institutions (IFIs) and bilateral assistance
institutions, preferably within the context of a Consultative Group. The
formation of a formal Consultative Group may have to be preceded by the
formtion of a support group that would provide some of the resources for
the clearing of arrears to the IFIs ($536 million). At the same time,
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negotiations could begin with the commercial banks to reach an agreement
designed to adjust debt service payments to Panama's ability to service its
external commercial debt.

The economy is in the midst of a recession which began in 1988
and which will became much worse unless incremental financial resources are
made available immediately. A key issue that affects the flow of resources
to Panama is the large level of external arrears which were accumulated by
the previous government. Although there is a need to Clear those arrears,
the most important priorities are to clear domestic arrears and to provide
incremental resources to the banking sector to permit higher levels of
lending, and to the public sector to permit a higher level of productive
investment.

The analysis of the mcro-economic situation in the next
couple of years must begin with an analysis of the fiscal situation. At
this time, however, the data required are not available; obtaining accurate
data will be very difficult because the GOP has been operating without a
formal budget during the last two years. An IMF team is expected to arrive
in Panama third week of January 1990 and it is expected additional data will
be available then. At that time, AID could work on the detailed formaulation
of an ESF assistance program. Table 1 provides rough orders of magnitude of
the fiscal situation, and this data will be modified when better numbers
became available.

Two scenarios were analyzed for 1990: a scenario without
intemational support, where Panama does not meet its international
obligations to the international donar community amd to the commercial
banks; and a scenario where Panama clears its arrears to the IFIs,
negotiates a debt rescheduling under the auspices of the Paris Club, and
begins' negotiations with the commercial banks for a debt reduction program
under the Brady Plan. It is expected that a ocommercial debt reduction
program could provide greater debt service relief than recently negotiated
debt reduction programs, such as the one for Costa Rima.

2. Scenario I: No Extermal Assistance and no External Debt

Panr_e;nts:

Given 1likely public sector revenue and expenditures (cash
basis), and no debt service payments to any external creditor, the
consolidated public sector would have a surplus of $138 million in 1990
(Table 1). Additionally, the GOP's frozen assets in the U.S. are about $300
million and therefore cash available to the GOP in 1990 would be $438
million. Using the frozen funds and the surplus, the GOP could reduce its
floating debt with the private sector and it could reduce its overdrafts
with the BNP, thus increasing liquidity in the economy. A very rough
estimte would be $230 million for these two items. A program of $208
million for incremental investment in the public sector and/or for a credit
program for the private sectar would provide additional stimilus to the

economy.
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TARLE 1

Revenue
General Government

Central Government
Social Security Agency
Decentralized Agencies
Operating Balance of SCE

Total Revenue
Current Expenditures

Central Government
Social Sec. Agency
Decentralized Agencies

Total Current Expenditures
Capital Experditures

Cons. Public Sector Balance
Balance of Uncons. P.S.
Public Sector Balance
Statistical Discrepancy
Public Sector Bal. Adjusted

Financing
External (Net)
Arrears
External Interest
Domestic (Private Sector)
National Bank
Total Financing

Financing Balance Without
Program (gap-)

NCTES TO TABLE I

Assumptions used for the fiscal projections:

1987 1988 1989 1990
Gcop/
IMF  AID
1057 569 564 563 692
386 336 339 371 352
60 35 39 35 33
150 113 134 149 130
1653 1053 1075 1118 1207
950 962 937 884 850
449 426 442 465 475
96 86 69 71 71
1495 1474 1447 1420 1396
211 81 78 80 80
-53 -501 -450 =381 -268
3 28 12 4 4
-51 -473 -438 =378 -264
5 4 0 0 o]
-45 -469 -438 -378 -264
=32 9 -3 0 0]
6 352 385 402 402
0 108 24 0 0
71 -1 23 0 o]
45 469 430 402 402
0 o] -8 25 138

The starting point were the projections of the Article IV

Report by the IMF. The following assumptions were used:



- 57 -

Central Government Revenue: IMF projections were reduced by
10% to reflect the revenue losses that would result from the intervention,
and $185 million were added as an estimate of the fiscal effect of lifting
the U.S. sanctions.

Social Security Agency and Decentralized Agencies Revenue:
These were reduced by 5% from the IMF projections.

Operating Surplus of State Owned Enterprises: Reduced to a
level similar to 1988. B

Qurrent Expenditures: Estimates by the GOP. They take into
consideration the positive fiscal effects of the change in government, and
the increased expenditures that will result from the loss of inventary,
etc. These figures are very rough and are subject to major modifications.

3. Scenario II. External Debt Payments to IFIs and External
Assistance:

Scenario II analyzes what would happen if the GOP were to
clear all its obligations with the IFIs. The arrears to IFIs are $536
million, and principal and interest payments due in 1990 are about $240
million. Therefore, the assistance package that would result in the same
cash flow to Panama as Scenario I would have to be equal to $776 million.
1f the arrears are cleared, it would be possible for the IMF, World Bank and
IIB to disburse in 1990 about $250 million, and therefore the level of
additional assistance from other donors that would result in the same cash
flow to Panama would be $526 million. Given the urgent need to inject
liquidity in the economy, a minimum balance of payments support program for
1990 would require more than $500 million of assistance from bilateral
donors ‘and the likely upward limit for the IFIs of $250 million of support
from the IFIs. This figure is a rough order of magnitude and subject to
major revisions as new data become available. An ESF program of $500
million and other bilateral donar support of $100 million probably would be
the minimun requirement for 1990.

Scenario II would give access to Panama to IFI finance and
could pave the way for a debt reduction program with the commercial banks.
Additional finance (beyond $526 million) would permit a more expansionary
program.

The payment of arrears to IFIs could be made with a payment of
$150 million by Panama, a $250 million bridge loan, and $136 from bilateral
dorors. The IFI's would eventually provide program assistance of $250
million to repay the bridge loan.

The most urgent need is to obtain more accurate figures of the
fiscal situation for 1990 and to make projections for 1991. By 1991, it
could be expected that the IFI's can begin to provide net resource transfers
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(net disbursements would exceed interest payments). At the same time, the
GOP could reduce its current expenditures while revenues would increase as
the economy is reactivated in auwrrent experditures. Even with this
optmistic scenario, additional program assistance from bilateral donors will
probably be required.

4. Use of Funds for an Econamic Recovery Program in 1990

FY 90 ESF funds could be used in part to my. IFI arrears, to
finance a portion of the government's investment budget on a sectcral basis,
and in part to provide additional liquidity to the private sector. Should
AID agree to finance a portion of the investment budget, it could be
conditioned on reaching agreement with the government orn sectoral priorities
and levels. AID should not enter into financing specific items in the
investment budget because of the management implications.

5. Comditionality

The GOP began a structural adjustment program in 1984 that
reduced industrial and agricultural protection but that did not improve the
efficiency of the public sector. An economic assistance program to Panama
should be conditioned on measures designed to reduce the size of the public
sectar amd increase its efficiency. The present government has expressed
its willingness to begin a structural adjustment program with major emphasis
on measwre designed to increase public sector efficiency. Some of the areas
for discussion are:

Privatization: Several state-owned enterprises such as the
sugar mills and the national airline could be nationalized. The efficiency
of port operation could be improved significantly with a system of leasing
areas of the ports to the shipping campanies.

Financial Management in the Public Sectar: Financial
management must be strengthened considerably. 1This would require policy
decisions as well as technical assistance.

Efficiency of State-Owned FEnterprises and Financial
Institutions: ~ AID and world Bank financed studies identified Key measures
to improve the efficiency of institutions such as IRME, BDA and the BNP,
Implementation of some of those measures should be considered.

Social Security Agency: The social security agency has a cash
deficit and an actuarial deficit that may exceed $500 million. The
implementation of measures to reduce the deficit were contained in SAL I1
but were never implemented.

Price Controls: Price controls, which were eliminated as part
of the structural adjustment program, were reintroduced. These controls
should be eliminated again.
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Most of these economic measures were discussed in the economic
agenda of the present government. An implementation calendar should be

prepared expediticusly.

Commercial Debt Reduction Program

If Panama eliminates its arrears to the IFIs and reschedules
with the Paris Club, a next step would be to begin negotiations with the
commercial banks on a debt restructuring program designed to reduce the
commercial debt to a level that could be serviced. The Panamanian debt,
which was trading at 10% of par value before December 20 1989, is now
trading at 20% of mar wvalue. Given the extraordinary circumstances
affecting Panama today, it seems possible that the authorities could
negotiate a debt reduction program that could result in significant debt
relief.

B. Follow-on Project Assistance

The team recommends that the composition of a prospective AID
project portfolio in the period after the Immediate Recovery Program include
areas of activity which support: a) strategy to reactivate the Panamanian
econamy through the private sector, complemented by restructured and leaner
government apparatus and conditioned on measures to reduce the size and
increase the efficiency of the public sector; and b) a strategy to
strengthen Democratic Institutions.

Projects which support the first strategy would include a
continuation and deepening of a Technical Assistance Support Fund and a
Project in the area of MNon-Traditional Export Development Finance. A
program of about $200 million of ESF and DA would be required in 1991. A
Previously authorized $25 million HG project (525-H3-013) would also support
that strategy. This project, which is designed to work exclusively through
and with the Panamanian private sectar, could help accelerate the
reactivation of the mortgage banking and construction industries.

Projects which support the second strategy would include program
activities in the area of Administration of Justice and Democratic
Initiatives. The latter ocould assist local governments to be wmore
responsive to their constituencies. Also, through the continuation of the
CAPS program, AID could continue exposure of future leaders to democratic
institutions through long and short-term training in the U.S.

Additionally, the program would include two areas of special
interest: a Drug Awareness program and an Environmental/Natural Resources
program. Finally, trade finance has become more difficult in the last
couple of years, and therefore, a guarantee program through T.C.I.P. could
be very useful in the short term.

A portfolio with this configuration could be managed with a small
staff. Areas such as Population, Health and Education (beyond CAPS) should
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not be included because these areas are generally more management intensive,
other donars will likely reinitiate projects in these areas and importantly,
initiating these types of projects imply a long term commitment by AID.,

VI. A.I.D. OPERATIQNAL AND STAFFING
A. Staffing
DEVAFO - The A.I.D. presence before the crisis

In December 1987, the Noriega regime requested the closure of the
A.I.D. Mission. The Mission was closed with a small contingent left to
oversee an orderly closeout of the portfolio and continuation of a handful
of training activities unrelated to the Panamanian government. One A.I.D.
FSO remained with a staff of seven FN's until last Swmer. This
Development Affairs Office (DEVAFO) was attached to the Econamic Section of
the Embassy and operated out of a commercial suite of offices. Four A.I.D.
vehicles were sent for safe-keeping with USAID/Costa Rica which also become
the Accounting station for Panama.

December 1989/January 1990

Shortly after the December 20th military intervention, OFDA staff
from San Jose arrived in Panama to assist in emergency relief operations.
Their principal role at this time is the oversight of the Displaced Persons
Center at a reverted hangar on Albrook Air Station. The Center is managed
through a grant to the Panamanian Chanber of Commerce covering costs for a
90—day period, although it will likely regquire extension.

Following high level visits by the Acting Administrator and the
Acting AA/LAC, a small policy-level group and then a technical team
arrived. The latter, consisting of 5 USDH ard one USPSC worked with the new
government and the private sector during the 2nd week of January to prepare
this report. An additional AID officer arrived last week as part of a joint
State/AID Justice team to survey the Justice Sector.

As of . January 15, two USDH and the USPSC remain in Panama
campleting arrangements for initiation of the Immediate Recovery Program.
At this juncture, they are scheduled to remain until the end of the month
only. GC/LAC, the Regional Contracts Officer (Guatemala) and the Controller
in San Jose are prepared to go to Panam o/a January 2lst to assist in the
initiation of the program. In addition, the RIG in Tegqucigalpa is planning
to arrive January 21st to develop an audit plan for the Immediate Recovery
Program.

Beyord 1 February 1990

The new Government of Panama has asked that A.I.D. reopen its
Mission in Panama and has formally withdrawn the letter sent by Noriega's
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Foreign Minister in December 1987 ordering the closing of the Mission.
During his out to Panama, the Acting Administratar announced that the United
States had agreed to reopen the USAID. Decisions should be taken in the
near future as to when A.I.D. should formally reopen, whether it should be a
full Mission or an A.I.D. Office a la Belize, the size of the USDH and FN
staff, appropriate .delegations of authority, etc. From decisions on the
content of the overall program and staffing must flow decisions on
appropriate office-space, housing, vehicles, administrative support staff
and OE budget levels. Specific recammendations on Mission staffing for the
lorger term are provided further below.

Mearnwhile, decisions must be taken on staffing to implement the
Immediate Recovery Program over the next three to four months until
permanent staff are in place. The TDY staff, who mist be in place before
the end of January, in many cases should match up along occupational
specialty lines with the planned permanent staff. There my be some
variation. The TDY staff should be a team which stays for the entire time
until permanent staff arrive and not be a revolving door string of short
term TDYs which would sericusly disrupt implementation. The TDY team
envisaged would consist of:

- Team Leader [
-  Program Officer e progra— @,o¢.Q—L§ se C(Je.wu.._é
- Private Sector Officer \a—\ > /L’——W L“’C{‘r
- Housing Officer

— Project Manager (Engineer PSC?)

- Controller —

- Ixecutive Officer Ao

Shorter term TDYs from GC and the Regional Contracts Officer will
be essential and, depending on the findings of the AQJ team, an AQJ Officer
Ty be needed to oversee regiomal project activity and develop follow-on
bilateral assistance. The Executive Officer's role will be to plan
administration support for the reopened AID Mission.

Organizing the A.I.D. Mission/Office:

Our operating assumption is that the recoening of A.I.D. in Panama
implies neither the reinstatement of the former program nor ‘the level/mix of
staff that went with it. What we propose is a staffing level amd
camposition cammensurate with the tasks we foresee and the accountability
essential in a new program of this magnitude, at least in the initial year
or two. These recommendations, of course, are preliminary. Decisions taken
in the days ahead on resource allocation and program strategy may alter
them. The recammendations are skeletal, dealing only with USDH staff. FNDH
and contractar staffing judgments will follow:
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With these caveats, we propose a USDH staff initially of 7 persons:

=~ AID Representative or Director
= Program Officer/Pm0

=  Econamist

= Private Sectar Officer

- AOJ Officer

- G

= Controller

We regard this as a base minimm USDH staff, based on a set of
assumptions, some of which may not hold up. For example, there is rno
Housing Officer included although we propose the E1l Chorrillo housing
activity as a major element of the Recovery package which will extend beyond
the first 3 or 4 months ard possibly be followed by another HIG. The
assumption is that the Private Sector Officer will be capable of overseeing
housing activity with the helo of a PSC and occasional RHUDO TDYs.
Similarly, there is no Engineer although the BEmwployment Public Works
component will run for at least a year. We assume an excellent FSY with US
PSC help will be sufficient. While we recommend that AID not plan
involvement in traditional areas such as Health amd Population and only
tangentially in Agriculture, we do foresee activity in scholarship programs,
Environment/National Resource Management, Export Development and Finance,
and Drug Awareness emerging in the first and second years. The centerpiece
of the program will be mlicy-based program assistance to establish the
bases for long-term econamic growth and to provide critical financial
support to the new Government.

The sooner the “permanent” staff arrives the better, but it should
be in place by mid-May to take over from the TDY team. To the extent that
the TDYers can be the same people, it would be ideal. However, arrival of
the TDY team cannot be delayed in search of this ideal.



I. VIVIENDA PARA LAS FAMILIAS DESPLA-
ZAIAS DEL CHORRILLO,

A. Antecedentes

los carbates, los acuales
tuvieron su inicio a la media noche
del 20 de dicierbre de 1989 en el
Quartal Central de 1las Fuerzas de
Defensa de Panami, ubicado en el
Corregimiento del Chorrillo de Panams,
asi com los subsiquientes fuegos de
origen indeterminado y el saqueo en el
drea, dejaron a unas 1,800 faydlias
-6in hoqar, chligando la evacmacién de
ums 450 familias adicionales de
aquellos edificios que fueron dafiados,

que  estin  estructuralmente
integros y podran ser reocupados, ua
Vez se reparen. El Gobierno de los
Estados Unidos recibid el 8 de enero
de 1990, ua peticién ds rarte del
Cobierny de Panami de proporcionar
ayuda para contribuir a cmplir oo
122 nacosidades de vivienda de las

familias desplazadas.
B. Meta, Propdsito
{
1, Msta

Ia meta de este oamponente
es la de consagrarse a las necesidades
de las familias cuyas viviendas en el
Corregimiento del Chorrillo de Panamd
fueron destruidas o dafadas por el
conflicto v por los fuegus y saquecs
que se dieron comv consecuencia en el
area.

2, F ito

El propdeito de egte
Proyecto es el de complementar- y
apoyar los esfuerzos de las familias
desplarzadas para resolver sus propias
necesidades de vivienda al
Proporcionarlegs ayuda directa e
‘irmediatamente.

ANEXD 1/ANMEX 1
Pigina 1/Page 1

I. HOUSING FOR DISPLACED FAMILIFS
FROM CHORRILLO.

A, Background
Fighting which bec
n Decexbar 20, 198¢

Panama, as well as subsoquent firesg of
undetermined origin and pillaging in
the area, left approximtely 1,800
families homeless and farced the
evacuation of an additiomal 450
fanilies from buildings which vare
damged but are structurally sourd ami
an be reoccupied once remaired. The
U.S5. Governmant received a request on
January 8, 1990 from the Goverrment of
Panama to provide assistance to help
meet ﬂahousimmodnofﬂndilplm
fandlies.

B. Goal, Purpose
1. Goal
The goal of this ccrponent

is to address the housing needs of the
families whose existing housing in the
was
and

Chorrillo diestrict of Panam

destroyed or damaged by the fires
pillaging.

2. Pupose

The purpose of this Project
is to complement amd support  the
efforts of the displaced families to
address their own housing ' needs
providing assistance to them directly
and immediately.



C. Baneficiarios

la destruccién y dafioe en el
Corrillo afectaron wna waviedad de
tipos de vivienda commes en el area.
En total, 106 estructuras fueron
destruidas o dafiadas. Cinco eran
iglesias. Las demis le proporcionaban
techo a numerceas familias, las mis
conmes eran loe edificics de mdera
inicialmente oconstruidos para albergar
a4 las perscras que trabajaron en la
omstruocién del Canal de Panamé,
Cincunta y cinco (55) de tales
edificics, algue ds los cuales
~ tenian ya, hasta veinticinco afioe de
haber sido cordenados, fueron
destruidos por los fuegos,, as{ cawo lo
fueron otros veinticuatro (24) en
iguales cordiciones pésimas, pero que
no habfan sido formimente condenados.
Tarbién fueron  destruidos oe
dieciocho (18) edificios conocidos
como “"barraces" o “casas commitarias”,
lan cuales habfan servido de vivienda
"movisional” por varios afios, para
familias reubicadas desde otras partes
del Chorrillo como parte dal proceso
de rencvacién wbana en el area. Un
edificio de renovacién wbama fue
severamente dafiado. Tres (3) torres
de quinds piscs en wm copleio
denaninado "24 de diciexbre" fueron
dafiadas, pero pueden ser rehabilitadas.

lLos beneficiarios del programa

propueato son las familias desplazadas
de estcs adificios, en la actualidad
estimados de la siguiente manera:

Destruidos/Dastroyed;

C. BReneficiaries

The destruction and damage in
Chorrillo affected a variety of housing
types commn in the arsa. Altogether
106 structures were destroyed or
damaged, Five were churches. The
rest provided housing ,for numsrous
families. The most prevalent by far
ware the wooden btuildings initially
oconstructed to house parsons warking
on the oonstruction of the Panam
Canal. Fifty-five (55) such buildings,
which had been condemed as many as
twanty-five years ago, were destroyed
by the fires, as were twenty-four (24)
others in equally-poor ocondition, but
not formlly condemed. AlsO
were eightesn (18) buildings known as
"Parracas” o “"masas comunitarias”,
which had served as “temporary” housing
over several years for families
relocated fram other parts of Choarrillo
as part of the ongoing wrban renswal
process in the area. One wrban renewal
building was severely damged. Three
(3) fifteen-story towers in a ocmplex
called "24 de Diclembre” were damaged
but can be rehabilitated.

The Dbeneficiaries of the
proposed program are tha families
displaced from these tuildings,
Qrrently estimated as follows:

Familias/
Tipo de Vivienda/Housing Type Families
EKdificios originales de mdera/Original wooden tuildings 1,395
Viviendas "Provisionales"/"Temporary" housing 385
Edificios de renovacién urbana/Urban renewal building 50
Sub-Total T,8050
Dafiados/Damaged:
“24 de diciembre"/"Decenber 24" 450

Total de Beneficiarios/Total Beneficiaries 2,250



D. Ayuda a Provorcionar
1. Principios Generales

Congistente o el
propleito de este Proyecto, oada
faprilia cuyo hogar en el Charrillo fue
destruido, serd libre de decidir por
8i escla, A quiers resolver sus
-necesidades de vivienda, la ayuda
sara proporcionada directamente a cada
familia para wa vivienda ubicada en
cualquier parte de Panami, siempre vy
cuando ésta se convierta en el sitio
habitual de residencia de la familia,
El Proyecto esta diseflado para
permitir la cam mis asplia de
opciones, con tal que éstas resulten
representar una solucién duradera a
las necesidades de viviendla de la
familia, Fstas opciones incluyen
soluciones para aquellas familias que
estén dispuestas a esperar la recons-
truocién del Chorrillo, y puedan
sufragar las comdidades disponibles,
aquellas que deseen aprowchar uma
unidad de vivienda “estAndar" a través
del proyecto y aquellas que quieran
mdarse & casas nugvas O ya existentes
disponibles en el neread®d de 1la
vivierda,

las unidades de vivienda que

pusden ser rehabilitadag estaban
oaupadas por sus  duefios. Estos
edificics y  apartamentos  seran

rehabilitados sin costo alquno para
los dueflcs, y los fondos seran
proporcionados bajo un convenio de
donacién apartae.

2, Ayuda a las Familias

Cada familia cuyo hogar en
el Chorrillo fue destruido, recibira
ma donacidn com ayuda de hasta
$6,500 bajo el Proyecto, mara la

oagxra de una casa O apartamento bajo
uny de las cuatro opciones.

El concepto de la opcién
en lo referente a las soluciones de

D, Assistance to be provided

1. General Principles

Consigtent with the purpose
of this Project, each family whose
hane in the Chorrillo was - destroyed
will be free to dacide for.itself how
it wants to resolve its housing needs.
Assistance will be provided directly
to each family for housing lomted
anywhere in Panams as long as it is to
become the habitual place of residence
of the family. The Project is designed
to allow the widest possible range of
options, as long as tley result in a
lasting solution to tha family's
housing needs. These options include
solutions for those families who are
willing to wait for the reconstruction
of Chorrillo, an! can afford the
available accommodations, those who
wish to avail themselvas of a
"standard” housing unit to be arranged
throush the Project, and those who
want to move into newly=built or
existing homas available through the
housing market.

The houging units which
can be rehabilitated wera owner-
ocaupied. These  buildings and
apartmants will be rehabilitated at no
cost to the owners, with funding
provided under a separate project
grant agreement.

2. Asgistance to the families

Each family whose home in
El Chorrillo was destroyed will receive
grant assistance of up to $6,500 under
the Project toward the purchase of a
house or apartment under one: of four
options.

The concept of dwice in
housing solutions is oconsistent with



vivienda es oonsistente oo las
parspectivas y preferencias de las
faxdlias. Ge le proporcionara
asistencia idéntica a cada gnup
familiar que residia jmto com un
#dlo hogar en el Cncrrnlo. las
recomendaciones para un  ‘'memi” de
catro opciones directas se basan en
el resultado de entrevistas para
determinar las preferencias de 1la

poblacién y en las alternativas
realmante dispomibles dentro de un
presupuesto  nominal  de  $6,500

disponibles para cada una de las 1,800
familiag estizrmdas, hasta ahora, -

. al ofrecer cuatro
opcxcnu bélicu a cada familia, tiene
las siguientes ventajas:

- Estimular las ipiciativas
y esfuerzoe de las familias para que
escojan o encuentren solucicnes viables
y satisfactorias a sus necesidades.

- MAregar zl swuministro de
nuevas viviendas parn llenar las ruevas
necesidades y el estimilo de la
revitalizacidn del roctor privado.

- Establecar (por medio de
la Opcién B) una comparacién uniforms
an la cual los participantes del
program- puedan juzgar muchas otras
opciones.

- Proporcicnar flexibilidad
pr medic de uwa combinacién de
propuestas. Al no depander de un 8dlo

planteamiento, se facilita la
ejecucion del proyecto, las
necesidades {ndividuales son

satisfechas ¥ se moviliza wn 1080
mayor de elementos econcmicos en el
meraado.

- Alentar a las familias que
tienen acceso a crédito adicional o a
Stros recursce, mara mejorar mis adn,
el ti de entrega, calidad, tamaio
o ublcacion de la opcion Meatandar",

mientras se permite que aquellos que

the families' perspectives . amd
preferences. Identical asaistance
will be provided to each family growp
vho were residing together as a single
household in Quxrillo. ™he
recamendations for a. 'menu' of four
gtrajight-forward options 1is based on
the results of interviews to determine
the population's preferences and on
the altermatives realistically
available within a nouinal, padget of
$6,500 available fox each of the
arrently estimated 1,800 families:

The Project, in offering four
basic options to each family, has the
following advantages:

= PBnoowraging the initiatives
and efforts of the families to chooss
a to find viable and satisfactexy
solutions to their needs.

- AMing to the supply of nhew
housing to meet naw needs ad
stimiating the revitalization of tha
private secter.

- Eatablishing ( through
Option B) a standard of oxparison
acainst which the program participants
can judge many other options.

- Providing flexibility
through a ocubination of approaches.
By not relying on only one approach,
project implemsntation is facilitated,
individual needs ars mst and a larger
mmber of econanic elemsnts in the
mrket are mobilized.

- Ecouraging families who
have access to additional credit coc
other resources to further improve on
the ‘standard’ option's time of

delivery, size, quality or location;
While permitting those rWn_o' choose the



- escojan  ésta, agrequen  cuartos
adicicnales o de otra form mejoren su
lote scbre la marcha com lo permi tan
8Us propics recursos.

a. Opcidn A - El tharrillo

la familia puede camprar
un apartamento en el Chorrillo en wn
edificio nuevo (similar a otros
‘construidos aqui, por el Ministerio de
Vivienda), el cual
demorard unoe dos aflos en terminarsae.
las familias que escojan esparar,
tendrdn que hacer sus propios arreglos
para tener viviendas provisionales.

El costo estimado por
wildad es de $12,000. ‘'la domacién de
$6,500 cubrird parte de los costos,
‘El balance seria financiado. Esto
requeriria  que 1os benaficiariocs
tuvieran amplecs a tiempo ocampleto,
los cuales los harfan idSnece mra
recibir una hipoteca por. el saldo, con
Pagos mensuales estimados en $60.

tacién y Capacidad
Potenclal; 1!53 (180

familias, en cuatro edificios de
renovacion wbana, con capacidad paru
48 famylias mda ww),

b. %160 B: _Lote con Unidad
sica - Onc Es

[a familia pueds escoger
una casa ‘“estindar" de bloques de
ooncreto en un  lote completamente
servido en w0 o més sitios de
aproximadamente 24 m2 de
construceién y 110 22 de terremo.
Ia produccién de estas casaz ge
concertarA a través del proyecto.
Estas casag serdn similares en tamafio
Y especificaciones a las-~ unidades
bisicas del MIVI/USAID cons- truidas
en aros antericraes, en el airsa de San
Miguelito. (El Gobierno de Panami
permitira excemciones en la aplicacién
de las normas de ocons- truccién i
ello es necesario). De hecho, es el

standard to add additional oM o
otherwise improve their lot over time
as their own resources parmit,

a. Option A - El Cherrills

The family my purchage
an apartmant in Chorrillo in a new
building (similar to others the
Ministry of Housing has oonstructed
there), which will likely take cne to
& years to ocomplete. Families who
choose to wait will have to make their
own provision for interim quarters.

The estimted unit oogt is
$12,000. The $6,500 grant would cover
part of the ocosts. The balance would
be financed., This would require that
beneficiaries have fulltime eploynent
\d‘tidlmldqmlitythntamt-a
rtgage for the balance, with
estimted monthly payments of $50.

Potential tance and
Hﬂmt;cm 108 (180
families, E Tour

urban renewal
buildings, which house 48 families
each

b, %im B: Lot with
sic t - 'Standard
Opticn’

The family may choocse a
standard ocencrete block houge on a
fully-serviced lot in one or more sites
of  approximately 24 m2 of
construction and 110 m? of land.
The production of these houses will be
arranged the Project. These
houses will be similar in size ard
specifications
unidad bdsica (basic unit) houses
constructed In earlier years in the
San Miguelito area. (Tha Government
of Panama will provide, {f ’
waivers to building code stmﬂarwgﬂ
In fact, it is the $6,500 purchase
price of this standard which determines



precio de campra de $6,500 de este
mdele, lo que determina la acantia de
ladauci&alactalcadamiua
terdr{a derecho.

Esta @s la opcidn “estindar®
en el sentido de que estaria dispamible
a orto plazo Yy su costo serd oublerto
enterapente por la domacién.  En
adelante, las familias pagarian eola-
ments sus cuantas mensuales de elec-
tricidad y de agua. IEsta
permitiria. y alentaria futuras mejcras
en el hogar hechas por la mism familia
por cuenta propla. Este "eatindar"”
proporcionarfa ua base o punto da
referancia o’ el cml la familia
pueda coxparar la conveniencia relativa
de las michag posibilidades dicponibles
bajo las opcionss "Wy "cy "D,

cién Potencials 40%
;;EE %ﬁlm’.
C. ﬁién Cs ﬁién
clativa 1.

Esta oocién va dirigida a las
familias qQue no desean utilizar las
cocionas antes mancionadas Yy Quienes
sienten que les puede ir mejor (en
caanto a tiempo, calidad y ubicacidn),
an carpras individuales o oo la
construccién de una vivienda, Taxbién
sbarcaré familias que habfan encontrado
una vivienda permanente antes del
inicio del Proyecto. Ia familia
recibiri una donacién por un monto de
hasta $6,500 que sera desexbolsado al
mmento de la compra © contra los
costos de oonstruccién. EL valer de
la unidad se verificari a través de un
avaluo.

Esta opcidn abre un niaro
virtualmente ilimitado de soluciones
de auto-ayuda Yy de mercadc. Arreglos
de tipo de arrendamiento no serdn

permitidos.

Bajo esta opcién, la familia

podria camprar- la wnidad de su

meammtotmgnnttomi&-d\
family would be entitled.

This is the "standard" optiom
in that it will be available in the
short-term and its ocost covered fully
The families would
thereafter pay only the. mathly .
electric and water bills, This optiom
would permit  and encourage future

ts in the hams by the family
at its own expanse. This “standard®
wmldp:ovidoamuarpointot
reference with which the famly can
ooxpare the relative desirability of
the possibilities available under
Options ‘'A' and ‘¢ and ‘D',

Potential wﬁ: 40%
(1

C. ion C: Individml

Bithciwtoeln

This option embles ¥
families who 4o not wish to avail
themselves of the previocus cptions ant
who feel they can do better (in tim
of delivery, quality or losation) o
their owm in individual purchases
oconstruction of a hcms. It also wil
cover families who had already found i
pcnmntmmﬁ&od\esmtot £
Project. The family will receive 1
grant of up to ¥6,300, vhich will b
digbursed at the time of purchase Q
aqainst costs of construction,. T
value of the unit will be verifis

through an appraieal.

This option opens P
virtually unlimited number of self-hel
and mrket solutions. Rerta
arrangements are not permittsd.

Under this option, @&
family might purchase a uit of i



mcogencia entre casas nuevas O
i;xigtantes, .0 apartamentos, utilizando
a1 donacién de hasta $6,500, mas
amlquier recurso adicional que pueda
owvilisar.

Aceptacién Potencial: 40%
ias).

4. Opcién D: Anciancs y otras

Familias Dependientes.

Para asequrar que las familias
crénicaments dapendigntes, entre las
caales estarfan alqunos individuos de
efad madira y lisiados, sean asistidos
apropiadamente, se oonseguird los
servicios de la Iglesia y argani-
caciones voluntarias. lLa sum de
hasta $6,500 estar{a disponiblé para
oada unidad familiar y esto sefa
suficiente para cumplir on las
necesidades de tales famiijas. Ia
familia pusde ser asistida simple-
mente, a travée da la inclusién en
Opcicnes A, B y C o la Iglesia o
alguna otra organizacién voluntaria
puade idear una Opcién D (por ejemplo,
ﬁl aquellos que requieran un cuidado

titucicnalizado). Esta opcién seria
para los casoe verdaderamente necesita-
dos, los cuales no caben fécilmente,
en cnmlquieray de las opcicnas
antericres.

Necesidad Potencial: 10% (180

familias).

e. Pamilias no se deciden
por una EE dentro de
Tos N a(I:aa

Aquellas familias que O
toman decisicnes dentro de los noventa
(90) dias después de la firm del
Convenio del Proyecto para encontrarle
um solucién duradera a sus necesidades
de vivienda recibirin asistencia’
intensiva e individual por 30 dias
adicionales. Después de ese perfodo,
8i parece que una familia no esté
dispuesta a toamar wa accién para

choice from existing or new nouses .
apartments, using the up ©O $6,500
grant plus any additional resources it
can mcbilize.

Potential a t 40%

720 EIIIn;

4. ion D: Elderly amd
o t Families

To insure that chronically
dependent families, among which would
be some of the elderly amd handicapped,
are appropriately assisted, the
services of cdurch and wvoluntary
orqanizations will be enlisted. The
s of up to $5,500 would be available
for each family unit and would be
sufficient to meet the needs of such
families. This family may be assisted
sizply through inclusion in Options A,
B, and C o a curd o other
voluntary corganization my devise an

D (for example, for those who
require institutionalized care). This
option would be for truly needy cases
vwhich 4o not fit readily in any of the
Frevicus options.

Potential Need: 10% (180
ies

e. Familes that do not decids
on an Option wi 90 days

Those families who 4 mnot
take decisive steps within ninety (90)
days of the signing of the Project
Agreement to find a lasting solution
to their housing needs will receive
intensive, {ndividual assistance for
W to an additional 30 days. After
that period, if it appears that a
family is unwilling to take action to
achieve hame-ownership, the case will



adquirir su vivienda propia. el caso
serd referido al Camite de Apelaciones
(Var 6Seccién G.3). El Comité de
Apslaciones, revisara el caso y hard
ume recomendacién final dentro de loe
30 dfas siguientes. Si las famillas
rehusan aceptar la recomendacién del

Comité, saran declaradas oo no
' elegibles para recibir ayuda del
proyecto.

3. Cradito

Bajo todas las opciones,
las familias que califican podrédn
tener acceso a un préstaxo de hasta
$7,000 a través de la participacién de
bancos y de la Caja de Ahorros
financiado con el existente Proyecto
de Garantia de Vivienda de Panamm No.
525-H3-012. PEn el rpresente, tales
préstamos se ofrecian al 10.5% por 20
afos. Fatos términos se ajustarén
para reflejar las condiciones presentss
del mercado. Estos financiarian costos
an exceso ds la danacién de $6,500 en
anlquiera de las cuatro opciones para
familias en capacidad de y dispuestos
a amplir con los pagos de estos
préstamos, incluyendos

- El precio de un apartamento
nuevo en el Charrillo en la Opcidn A.
{
, - Majcras a
“estandar" en la Opcidn B,

la <@

- 1a capra o comstrueeidn
de una casa o apartamsnto bajo la
Opcién C.

- Fl ocosto de wma vivienda
especial arreglada a . través de la
Opcidn D.

E. Operacidn del Proyecto

1. Administracién del
Mecto.

la Caja de Ahorros sera la
institucidn respansable en la ejecucidn

be referred to the Appeals Committee
(see Section G.3). The Appeals
Comittee will review the ocase and
mke a final recammendation within 30
days, If families refuse to act on
the reccomendation of the Comittee
they may be declared ineligible for
asgigtance under the project.

years. These terms will be adjusted
to reflect current mrket oonditions.
They will finance costs in excess of
the grant of $6,500 in any of the foux
options for families able and willing
to meet the loan paymants, includings

- The price of a new
apartment in Choxrrillo in Option A.

- The purchass o oconstruction
of a house or apartment under Option C.

- The oost of special housing
arranged through Option D.

E. Operation of the Project

1. Project Managemsnt

The Caja de Ahorros will
be the institution respomsible for the



del Proyecto. El Gerente General ‘de
la Caja nambrard a tiempo campleto w
Administrader del Proyecto quien sera
regpensable det

- Desarrollar y mntener un
plan de trabajo general para la
ejecucidn del Proyecto.

- Asignar tareas especificas
y fuciones en marcha a las varias
instituciones ejecutcras.

- Coordinar los esfuerzos de
estas instituciones.

- Identifioar solucionas
prontas para los lams que surjan
durante la ejecucion del Proyecto.

- Asequrar la entrega
oportuna  de todos  los informes
requeridos por este Convenio.

Cada institucidn  ejecuterxa,
as{ cam tarbién, la NG, nosbrard a
una sola persona para qus sirva de
enlace entre la Caja de Alxxros y el
Administradar del Proyecto.

2. Asistencia Téeaim y
servicios de apoyo.

! Este proyecto  depende
fuertemante de las iniciativas vy
esfuerzos de las familias para escoger
0 de emoontrar solucionss viables y
satisfactorias a sus necesidades de
vivienda, Sin erbargo, no todas las
familias entenderian necesariamsnte
todos los  aspectos técnicos,
financieros y lecales de cada wura de
las cuatro opciones. Unos cuantos, en
particular 1los mayores, que vivan
s0loa, pueden requerir extenso apoyo.

Una orqanizacién no quberna-
mental (ONG) proporcicnara, mediante
un oonvenio de cooperacion, los
siguientes servicios a las familias
desplazadas:

irplementation of the Project. The
General Manager of the Caja will
sppoint a full-time Project Manager
who will be responsible for:

- Developing ad
mintaining an overall wark plan for
the implementation of the Project.

- Assigning, = specific
tasks and orgoing functions to the
various implementing institutions.’

- Coordinating the
efforts of these institutions.

- Identifying Fropt
solutimns to problems which arise
dwring Project isplemsntation.

- Assuring tinely
sutmission of all reports required by
this Agreement.

Fach implementing institution,
as well as the N3O, will appoint a
single person to serve as liaison with
the Caja de Alxxros and the Project

Manager.

2. Technical assistance and
support services

This Project relies heavily on
the initiatives and efforts of the
fanilies to choocse or to find viable
amd satisfactory solutions to their
housing needs. Howevor, not all of
the families will necessarily
unders®and all of the tecdmial,
financial or legal aspeicts of each of
the four options. A Zaw, particularly
the elderly who are living alone, may
require extensive suppart.

Under a Cooperative Agreament,
a non-governmental corganization (NGO)
will provide the following services to
the displaced families:



- Informacién acerca de
dnde 'y odmo cbtener la donacién y
ayuda,

~ Asesoramiento ecbre los
aspectos  tecnioos, financieros o
lemles de cada una de las opciones.

-~ Informacidn recibida de
los promotores u otros oferentes de
casas o apartamentos disponibles en el
narcado.

-~ Ayuda en la movilizacidn
de esfuerzos especiales por parte de
crganizaciones wvoluntarias o ocomr-
nitarias para afrontar las necesidades

de gruypos marticulares qus requieran
3pOY0 extanso, tales camo las personas
ancianas.

- Ayuda individwal a aquellas
familias que no tcran aocién decisive
por su propia cuenta dentro del plazo
da noventa (90) dias.

Informes al Ministerio de
Vivium}'a la Caja de Ahorros acerca
de los problemas identificados durante
la ejecuciin del proyecto.

3'1 Comité de Apelaciones.

las norms que rvigen el
Proyecto necesitan ser sencillas para
que sean ficiles de entender por las
familias desplazadas. Ademis, existe
la necesidad de sear flexible y 1la
disposicion a considerar um amplia
qam de opcxmu Qe atiendan las
necesidades de las familias. El
Proyectc ha diseflado cuatro opciones
Qn las que se espera cubrir la gran
mayoria de los oasos. Para lidiar oon
peticiones no antxczpudu o ocm lasg
quejas, se creara un Comite de
Apelaciones ocompuesto de individups de
reconocida  integridad. El Comité
tendra 3 6 5 miembros nombrados por el
MIPPE. Una funcidn importante del
Comité a@erd la de transmitir uma

- Information on where amd
how to obtain assistanca.

-  Advice on techniml,
financial or leqal aspects of each of
the options.,

- Informatim received from
developers ar other offerers of houses
Ccr apartments available in the market.

~ Assistance in mobilizing
special efforts by volintary o
comnunity organizations to address the

needs of particular groups requiring
extensive support, such as the alderly.

- Individual assistance to
those families who do not take decisive
action on their own within ninety (90)
days. _

- Feedback to the Ministry
of Housing and to the Caja de Aharros
on  problems identified A&uring the
{mplemsntation of the Project.

3. Mppeals Comittes

The rulcs governing the
Project need to be kept simple so that
they are easily understood by the
displaced families. There is aleo a
need for flexibility and a willingness
to consider a wide range of cptiona
which serve the needs of the
fanmilies. The Project has been
designed aroud four options which are
intended to cover the vast mijcrity of
the cases. To deal with unanticipatsd
requests or with amy coosplaints, an
Appeals Comnittee will be created,
caposed of private individuals of
known integrity. The Committee will
have 3 members or 5 members, named by
MIPFE. An important function of the
Comittee will be to ocmvey a notiom



nocién de imparcialidad y equidad en
la ejecucidén del Proyecto.

El Camité serda critico en tres
etapas del Proyecto:

- BEn la revisién y resolucién
de disputas acerca de quién es elegxble
para participar, esto es, quiénes son
. las familias desplazadas.

- Decidir si las propuestas
especificas de lag familiag, partiou-
larmante bajo la Opcidn C comstituyen
una solucidn duradera a sus necesi-
dades de viviania.

- Haclendo las TeOmen-—-
daciones finales a las familias
elagibles qQue no hayan .tomdo uma
decisién dentro del pt:iodo de 90 dias.

En el daunpo?b de estas
funciones, el Camité seard apoyado por
la asescria ¢ informacidm cbtenida del
MIVI, la Orcanizacifn No Gubermamsntal
() y espacialmente por represen-
tantes escogidos por las misms
familiag,

4, Fl Ministerio de la
Vivienda

V' El  Mnisterio de 1la
Vivienda tendra la respmsabilidad
inicial de producir 1la lista de
familias elegibles.

5. FEjecucién del Proyecto

a, Paso 1l: El Ministerio
de la Vivienda (MIVI) elaboraré una
lista preliminar de las familias
elegibles
Proyecto. Al hecer esto, el MIVI hard
ugo, no wolaente de su propla
infoarmacién, sino tambien, la
porporcionada por otros, como la.de la

a Catdlica local del
Chorrillo. la lista preparada por el
MIVI identificara el «cuarto o
apartamento especifico en El Chorrille

para participar en el

of impartiality and fairness in the
implementation of the Project.

The Committea will. be critical
at three stages of the Project:

- reviewing and resolving
disputes about who i8 aligible to
porticipate, i.e. who ‘the displaced
families are.

= deciding whether particular
proposals put forward by the families,
particularly under Option C, constitute
a lasting solution to their housing

mking final
roca:nmdatiau for eligible families
who have not elected a solution within
the 90-day time period.

In arrying out thase
functions, the Committee will be
suwported by advioe amd informtion
ovtained from MIVI, the NGO, and
aespecially by selected representatives
of the families themselves.

4. The Ministry of Housing

The Ministry of Housing
will have the initial responsibility
for developing the list of eligible

families.

ijoct Implementation

a. 1t The Minlstry
of Housing ( will develop a

preliminary list of the families
eligible to participate in the Project.
In doing so, MIVI will use not only
its o informtion but also that
provided by others, such as the local
CQatholic parish in El Chorrillo. The
list prepared by MIVI will identify
the specific room or apartment in El
thorrillo which each family ococupied
and will provide the name ard identity



oc:.xpado por cada familia Y propor-
cionara el nombre y mimero de la
cedula de idantidad personal de o masg
de dos personas que actuaran (conjun-
tamente, si son doe) en representacidn
de la familia.

b. Paso 2: Fl MIVI
pblicard su lista preliminar, y de
otra form la pondra a disposicién dael
piblico en general, .ara parmitir a
las personas inceruadaa. _ presentar
reclams acerca de parsonas no
elegibles incluidas en la lista y de
psrscnasg elegibles dejadas por fuera.

¢, Paso 31 los ncxbres
que no hayan 8ido objatados formarén
parte de la lista definitiva de
familias idéneas. El Comité de
Apelaciones fallara scbre los reclamos
después de escuchar a las partes
interesadas. 1os noobres aceptados
por el Comité se agregardn a la lista
definitiva.

d. Paso 41 A padida que

los rncubres se vayan incluyendo en h
lista definitiva de familias elegibles,
clbﬁV‘ImviariuLaCajldom
la que expezara a recibir y llenar
solicitudes de las fanilias para las
cpciones particulares que ellas hayan
seleccionallo, y se preparara para
abrir uma cuenta familiar individual
en la que su donacién para la vivienda
seA deositada., la lista certificada
de cuentas de la Caja de Aharros sera
entinces, presentada a2 la A.I,D, como
base para la solicitud de desembolso.
la A.I.D, desexbolsari a la cuenta de
la CGaja de Ahcrros en el Banco Nacional
de Panamd. (Ver Seccién 8. Pago para
detalles scbre el procedimiento del
pago). la Cada procedera inmediata-
mente a depositar la' cantidad corres-
pordiente en las cuentas individimles
de los beneficiarios camw se indicm
mis adelante.

Ia donacidn

e. Pawo 5
familia sera

previgta para cada

card number (cedula) of not more than
two persons who will act (jointly i€
two) in representation of the family.

b. 8t 2t  MIVI  will
publish its pEe—:fB:Tary- list, and
otherwise make it available to the

poolic at large, to allow interested
persons to [resent claims about
ineligible perscns dncluded in the
list o eligible persons missing from
it.

c. St 3: All names not
challenged will—%m part of ‘he

definitive list of eligible famil! 3.
The Appeals Committee will adjudicuce
all claims after hearing all the
interested parties. Tha names accepted
by the Committes will be added to the
definitive list.

d. Step 4: Az names are
included in the tive list of
eligible families MIVI will £orward
them to the Caja de Ahoxros which will
begin to receive and omplete
applications fram the families for the
particular options which they have
selected, and will prepare tO opan an
individual family account in which
their housing grant will be deposited.
The certified list of acoounts from
the Caja de Ahcrros will then be
presentead to A.I.D. as the basis for a
request for disbursement. A.I.D. will
distburse to the account of the Caja de
Ahorros in the Banco Nacional de
Panama. (See Section E, 8. PAYMENT
for details on the paymant process.)
The Caja will proceed immediately to
deposit the corresponding amount {n
the individual beneficiary acocounts,
as indicatsd below.

8. St S The qrant
provided to each family will be placed



locada en una cuenta individual
libra de intereses. La familia
recibira una libreta (la cual o es
transferible ni negociable) como
evidencia de la dmacidn, pero
‘solamente podra retirar fondos de la
Quenta para pagar la compya © para la
construccidn de wa vivierda.
Aquellos que elijan regresar al
(heerillo (Opeidn A) o comprarle una
casa a un promoter (Opciones B y C)
firmaran wna carta de compromiso u
opcién, confirmando su decisién. los
fondos seran desenbolsados direc-
tamente al vendador. Los oostos de
claerre y otros castos incurridos al
titular la propiedad serdn pagados por
1a Caja.

Para las'Opciones C y
D, a medida que las familias encuentren
una solucién individual a sus necesi-
dades de viviendas o éstas sean
resusltas a favor de ellas, presentaran
la documentacién pertinente a la Caja
de Ahorros. Un ingeniero © un
arquitecto empleado paxr la Caja de
Aharros dirigird una inspeccién fisim
para verificar la informcién de los
documentos y preparard un avalio de la
propiedad, las familias podran
Presentar sus documentos en cualquier
sucursal; de la Cuja de Ahaxros. 6in
etbargo, el documento, mis los
resultados de la' inspsccién en el
camo y el avalio serin enviados a las
oficinaa principales para la revisién
Y aprobacidn final,

£. Pago 6. Si se encuan-
tra todo- en orden, la Caja de Ahaxros
impartirda  instrucciones para el
desamiolso de la cuenta e instruira a
la sucursal que  recibid los
documentos, sobre la forma de pagar la
donac{én de vivienda. Se cerrari la
cuenta del Proyecto del beneficiario y
los fondoe scbrantes que no se hayan
utilizadon, serian reembolsados a la
Cuenta separada establecida en el
Banco Nacional de Panamd (BNP) por la
Caja de Ahorros (Ver mrrafo 6). Ila

in an individual non-interest bearing
account. The family will receive a
passtook  (which is non~transferable
and non-negotiable) as evidenoe of the
grant, but will only be able to draw
down funds fram the acoont to pay fox
either the purchase or for oonstruction
of a hane. Thoss who choose to return
to hexrillo (Option A) o to tuy a
hans (Option B and C)j- will sign a
letter of ocomitment o option
oconfirming their decision. The firdls
will be disharsed directly to the
seller. Closing oosts and other
expenses incurred in providing a title
will be paid by the Caja.

For Options C amd D, as the
families f£ind an individual solution
to their housing needs or as these are
arranged on their behalf, they will
tresent the relevant documentation to
the Caja de Ahaxtos. An engineer o
architect employed by the Caja de
Aharros  will oonduct a  physical
inspsction to verify the information
in the documents and prepare an
appraisal of - the property. Tha
fanilies will be able to present their
docunents at any branch of the Caja de
Aorros. Howsver, the document, plus
the results of the field inspectian
and the aprraisal will be sent to the
central offices for final review ard

approval.

f. Step 6; If everything
is in order, the Caja de Ahcrros will
issue instructions to disburse froe
thea account and will instruct the
branch office which received the
documants how to pay out the housing
grant. They will Close the
beneficiary's Project accont and
return any remining, umused furds to
the separate acocount established in
the Banco Nacional de Panama (BNP) by
the Caja (see Paragraph 6 below). Use
of these funds shall be decided



Caja de Ahcrros elaborard un informe
pensual moetrando el nmovimiento de
todas las cuentas de las familiag
beneficiarias del . El
informe también describira las
viviendas coanmpradas por las familias
cn la donacidn,

6. Cuenta Separada

La Caja abrird wna cuenta
aparte en el Banco Nacional de Panamd
a la cal la A.I.D. pagard todas las
sums que se acreditarin a lag cuentas
- individiales familiares. Fstos fondos
no serdn megclados con otros fondos.
Esta cuenta 4eparada o qanard
intereses. A medida que ocada familia
corplets su ocapra de vivienda, la
Caja cerrara la cuenta individmal del
baneficiaric y reamolsaré i{mmedin=-
tamante el saldo no qastado, de
haberlo, a la cuenta establecidad en
el Banco MNacional por la Caja de
Acrros. Cada uno de dichos reembolsos
{r4 ascompefiado de wa lista con los
namros de cuentas, nonbres y saldos
reaibolsados.

7. Costos Administrativos de
la Gaja

Para {cubrir los coatos admi-
nistrativos de la Caja, la A.I.D.
acuerda pagarle a la Caja un honorario
fijo de $50.00 al abrir la cuenta de
oada familia beneficiaria.

R, Pap

Para «brir las cuentas de las
familias beneficiarias, de las cumles
surgs un Pasivo de parte de la Caja,
la Caja debe por ley, poseer el Activo
cxrespondiente, Que en este caso,

fondos en efectivo. Por 1o
tanto, cuando los fondos de la A.I.D.
ssan pagados a una cuenta de la Cija
en el Banco Nacional de Panamé (HNP)
para permitir a la Caja abrir 1las
cueentas de 1los beneficiarios, este
Pago serd tratado oamo un desembolso,

mutually by AID and the Caja. The
Caja de Ahcrros will produce a monthly
report showing the movement in all
Project beneficiary family acoounts.
Tha report will also describe the
housing purchased by the faniiies with

the grant.
6. Separats Account

The Caja shall cpan a separate
account at tha Banco Nacianal da
Parama into which AID shall pay all
amounts to0 be credited to the
individul family accounts. These
funds shall not be commingled with any
other funds. This separate account

- ahall be non-interest bearing, As

each famlly oompletes its housing
purchase, ths Caja sghall clcse the
individual beneficiary accomt amd
immediately refund the umnspent
balance, if any, to the separate
acocount. Each suwch refund shall be

accompanied by a list of accomt
nurbers, names, and refinded balance.

7. Ca}g Administrative Costs

To cover the Caja's adminis-
trative costs AID agrees to pay the
Caja a fixed fee of $50 when each
beneficiary family acoount is opened.

8. Payment
In order to opan the

beneficiary family accounts, which
give rise to a liability on the part
of the Caja, the Caja must, by law,
possess a cxrresponding asset, which,
in this case, will be funds in casgh.
Therefore, whan the AID funds are mid
to the separate account of the Caja in
the ENP to enable the Caja to open the
beneficiaries' acoount this payment
will be treated as a disburgement, not
an advance, on AID's accounts. AID



no un adelanto ecbre las cuentas de la
AI,D. Ia A.I.D. hard tales desem~
boleos, al recibir los sgiguientes
. documentoe;

a. Un formilario estindar
1034, acampafiado por waA factura o
carta de la Caja, solicitando un pago
omtra la lista, dando los nocbres de
los beneficlarios, sus nimaros de
cuenta, Y las cantidades a ser
depositadas en oada cuenta, Ia
solicitud de la Cada ira acompafiada de
ma certificacién’ ocon el siguiente
formatos

El suscrito, por este
medio certifica que el pago de la suzm
raclamada bajo el Convenio es jpropiado
Y pagadero bejo los términos del
Convenio y/o sus emiendas, que el
reabolso apropiadc a la AID. se
hard oportunamente, al ser solicitado
en el evento de que no se permitan
ciertos costos no reenbolsables, Majo
los términocs del Convenio y/o sus
eamiwdas) que la informacién dada en
el informe fisml es oorrecta y
sustentada por los registros, facturas
y recibos ds Contabilidad, y que tal
informmcién adicional de apoyo que la
A.I.D. pueda raconablemente - querir,
sara proporcionada a solic.cud del
recipienta, a la A.I.D.

Por
T eulo
Fecha

b. Una carta firmeda por
el Ministro ‘de la Vivienda (MIVI)

aprcbando la lista de pagos.

c. Una carta del Oficial
del Proyecto de la A,I.D. aprobando la
ligta de pagos.

d. las
desembolacs  seran presentadas  al
Contrzler de la USAID/San José, a
cuenta de la USAID/Panama.

solicitudes ~de:

will make such disbursements upon
receipt of the following documents:

a. A Standard Form 1034
acconpanied by an inwice ar letter
from the Caja requesting = paymant
againat a list giving the s8 of the
beneficiaries, their accomt nubers,
and the amounts to be deposited into
each account. The Caja's request
shall be acoampani by a
certification as follows:

The undereigned Theredy
certifies that payment of the sun
claimed under the Agreemant is proper
ad due undar the terms of the
Agreenant and or Amendments; that
appropriate refind to A.I.D. will be
mde progptly upon request in the
evont of disallowance of oosts not
veirbursable under the terms of the
Agreement and or Amendmants; that
information on the fiscal report is~
correct and supported by accounting
records, invoices and receiptsy and
that such additional mpPporting
information as A.I.D. may reasonably
require will be furnighed by the
Recipient to A.I.D. upon request.

By
Title

Date

b. A letter signed Yy the

Minister of Housing apmroving the
rayments list.

¢. A letter ~om the A.I.D.
Project Officer approvi ° the payments
list.,

d. Digbursement requests
shall be submitted o the Controller,
USAID/San José, c/o USAID/Panama City.



Con el fin de minimizar el
tiempo entre la presentacién de las
listas y la apertura de las cuentas, Y
entreqga de las libretas a loa
beneficiarios, la A.I.D. pagara a la
cuenta eaparada de la Caja en el Banco
Kaciaml de Panami via Transferencia
Rlectréniar de Fondos. la Gaja
proporcior & con su primera solicitud
de pago, las instrucciones para la
transferencia electrdénica de fondos,
dando ¢l nombre del tenedcr, el nombre
del banco, la direccién del banco, el
Cidigo (ds rueve digitos) de 1a
Asociacién Bancaria Apericana del
Barco, y el nimero de cuenta del
tenedor en el banco.

Ia A.I.D. pagard los oostos
aduinistrativos de la Caja, segn
queda acxdado en la  Seccién 7,
arriba. la Caja facturard a la A.I.D.
todos estos costos separandolos de las
suxas para acreditar a las cuantas
familiares individuales.

Ias solicitudes mra el pago
de la sum fija de $50 estardn
respaldadas por una lista de los
nambres de los tenedores da cuentas Yy
n.'mroudnc?.lmta.

Todas las solicitudes de pago
irdn acompafiadas del fopmlario
estindar 1034 y de una certificacién
como la que se muestra en la Seccidn
H.1l.

Todas las solicitudes de pago
gerin enviadas al Contralar de la
USAID/San Josd, & cuenta de la USAID/
Panasms.

F. Auditos Especiales

la revisién limitada de
antiterfia y de auwditaria financiera
oincidentes de las  instituciones
ejecutcras, las cuales reciben fondoe
bajo el Proyecto Yy determinan la
idmeidad de los beneficlarios, seran

In ocrder to minimize the time
batwean the suomission of the lists
and the opening of the accounts and
delivery of the passbooks to the
benaficiaries, A.I.D. will pay to the
Caja's BP separate acoount via
Electronic Funds Transfer. The Caja
shall provide with .its. first payment
request instructions for the elactronic
finds transfer giving the Payee's
name, the Bank name, the Bank address,
the Bank's Amsrican Banking Association
(ABA) Code (nine dAigits), and the
payee's acoownt nusber at the Bank.

AID shall pay the adminie-
trative costs of the Caja as agresd in
Section 7, above. The Caja small
invoice AID for these costs separately
from the amunts for cxedit to the
individual family acoounts.

Requests for payment of the
$50 fixed amount shall be suppcrted by
a list of accont holder names and
account nuxbers.

All payment requests shall be
accampanied by a Standard Form 1034
and a certification as shown in
Section H.1l.

All payment requests shall be

submitted to Controller, USAID/San
Jose, ¢/o USAID/Panama City.
F. Special Audits
Limited audit surveys and

concurrent. financial audits of the
implementing institutions, which
receive funds umle: the project and
determine eligibllity of beneficlaries,
will be oonducted under an A.I.D.



efectuadas bajo un oontrato de cantidad
indefinida de la A.I,D. con una firma
de auditores afiliada en los Estados
Unidos. la Oficina del Inspectar
Gengral de Auditoria en Tequcigalmm
proparcionard supervisién para tales
~auditorias. las instituciones
ejecutaras oconvienen ejecutar cuales-
quiera recomendaciones que resulten
del audito como una condicién para
recibir fondos adicionales btajo el
program. lLos fondos para la revisidn
da los &uditos seran administrados
directamente por la A.I.D.

G. Cuadro de Métodos de Biecucién
y de Financiamiento

Ios mitcdos de .ejecucién y
financimiento se resumen en el

contract with a U.S. affiliated audit
firm. Office of the Regional Inspecter
Genaral/Audit/Teguciqalpa will provide
supervigsion for such avlits. The
implementing = institutions agree to
implement any recommandations
resulting from the audit ewveys as a
condition to receiving further funding
uwder the program. Rpds for - the
aulit surveys will be administered
directly by A.I.D.

G. Chart of Methods of
Tplementation and Financing

siquiente cuadro: the following chart:
METODO DE AGENCIA METODO DB FI-
ETBCUCTION EJECUTORA/  NANCIAMIENTO/
ACTIVIDAD/ IMPLEMENT ING IMPLEMENT- FINANCING AMOUNT
ACTIVITY METHOD ING AGENCY  METHCD ($000)
-Ayuda a las Segqun Convenio Caja de Pago Directo/
fami lias/ HE3 Anexo 1/Per Ahorros Direct pay 12,164
Assiastance to HB3 Agreement -
families Annex I
-Costos Admi-  Segin Convenic Caja de Pago 990
nistrativos/ HB3 Anexo 1/Per Ahcrros Directo/
AMministrative HB3 Aqreement - Direct pay
coats Annex I
-Asesar del Contrato Di- AID Pago 55
Proyecto/Pro- recto AID/ Directo/
ject Adviscr AID Direct Direct pay
omtract
-hditeria/ Contrato Direc~ AID Pago 80
Axits to/AID Direct Directo/
Contract Diract pay
-Servicios para Convenio de Coo~ AID Pago 200
familias des- peracién HB Directo/
plazadas/ cn la ONG/HB Direct pay
Services to 13 Cooperative
displaced Agreement with
families N30,



H. . Informes

El Administrader del Proyecto
en la Caja de Ahorros presentari a 1a
A.I.D. wn informe mensual mostrando el
mviniento en la cyenta de ‘mada
familia, asi com una descripcién
motrmdoeltamaﬁodelacnayel
lote, el valar segin avaliio, de la
eolu:igx’a permanente de la  vivi nda
escogida por cada familia, E1 informe
indicaria también, los otros recursos
" utilizados par cada familia, incluyendo
el financiamiento obtenido del Proyecto
de Garantfa de Vivienda 525-H3-012,

Presentara
um  reaapitulacidn de los resultadcs
cbtenidos de todo el Proyecto,
suninistrando la migme informcidn
incluida en los informes mansuales.

I. PFinanciamiento del Proyecto

El qasto mis grande bajo este
Proyecto serd la donacidn de ayuda
proporcionada a las fami)ias para la
‘ 150 de una widad
que proporaionara wna solucidn duradera
& Bus necesidades de vivienda. Estos
qastos son de dos tipos:

l. Ia dmacién da hasta
$6,758 por familia, incluyendo 1las
siguientes cantidadag:

- $6,500 para Paq@ar la
vivienda.

- $ 238 para paqar los
costos de cierre y de t{tulo de Ia
Propiedad, como siques

- hasta $160 para e
ti{tulo de la propiedad,

= 1 1/2% del precio de
venta  (hasta $98) para avalios,
inspeccidn y otros costos de cierce.

H, Reporting

The Project Manager in the
Cala de Ahorros will submit to A.I.D.
mnthly a repart showing the movezznt
in the account of each family, es wall
as a description, eghowing ajes of
houee and lot and aprraised value, of

aleo indicate other resources used by
the family, including financing
obtained fr Housing Guaranty Project
525-H5-012.

The reports shoyld cant inue
wtil all ths accounts have Dbeen
closed. At such tirs, the Project
Manager will present a rccapitulation
of the results citained in the entire
Project, providing the same data
included in the rmonthly reports,

I. Project Financing

The single largest
expenditure under this Project will be
the grant assistance provided to the
families Purchase or
cnstruction of a wnit which will
provide a lasting solution to their
housing needs. Thesge expanditures are
of two types:

1. The grant of @ to $6,758

per family caprising the following
amunts:

- $6,500 to pmay for the
housing;

- $ 258 to pmy fox
closing ocosts and titling, as follows:

- up to 8160 for
titling,

= 1-1/2% of the
sales price (up to $98) for appraisals,
inspection, and other closing ocoets.



2, Un honarario fijo de $50
P Cuenta magadero a la Caja mara
cabrir sus costos de cmtabilidad
administrativa y de informes.

El financiamiento alicional
para el Proyecto serd proporcionado
como sigue:

- $55,000 pera financiar
un Asesor Regidente del Proyecto oo
un ocontrato de serviciop personales
directamente con la A.I.D.

- § 80,000 pera
financiar la auditoria requaerida.

J. Resumen del Plan Financiero

(Totales Sub~-totales en
Slares lﬁ%’

2. A fixed fee of 450 par
account payable to whe Caja to oover
its administrative accounting and
reporting cosats.

Additional Project financing
will be provided as follows::

- 855,000 to fund a
Resident Project Advisor under a
Personal Services Contract directly
with A.1.D.

- $80,000 to
required audit.

J. Financial Plan
Tl il Plan

fund  the

Acrwmmsammsmrvasmmmwm/mmms

ADMINISTERED ACTIVITIES

Cuentas Familiares Individuales/Individual Family Acoounts

1v Housing
Titulo de propiedad/Titling

Avallos, Ingpec./Appraisals, Inspec.
TOTAL CADA CUENTA/TOTAL EACH LOOOUNT

L4
160
98

#qnsa x 1,800 Familias/Families 12,164

SUB~TUTAL DE CUENTAS FAMILJIARES INDIVIDUALES/

SUB-TOTAL INDIVIDUAL FAMILY AOCOUNTS 12,164
Adminigtracién/Administration

Honarario Fijo/Fixed fee (1,800 accounts x $50) 90

SUB~TOTAL ADMINISTRACIQN/SUB-TOTAL ADMINISTRATION 9%
SUB~TOTAL ACTIVIDADES ADMDISTRADAS POR LA CAJA
DE AHORROS/SUB~TOTAL CAJA OB AHORROS ADMINISTERED

ACTIVITIES , 12,254
ACTIVIDADES AIMINISTRADAS POR LA AID/
AID ADMINISTERED ACTIVITIES

Asesar del Proyecto/Project Adviscr 55

Convenio Cooperativo-CNG/

Cooperative Agreement NGO 200

Auditarias/Audits 80



SUB-TOTAL ACTIVIDADES ADMINISTRADAS POR LA
AID/SUB~TOTAL AID AIMINISTERED ACTIVITIES 335

TOTAL DEL PROYECTO/PROJECT TOTAL 589

MAS FONDOS DE OTROS CONVENIOS/PLUS FUNDED
FRQM OTHER AGREFMENTS

Rehabilitacidn de Urgencia del Edificio
24 de Diciembre/Emergency Rehabilitation

of 24 December Building 2,500
Garantia de Vivienda/Housing Guaranty
525~-15-012 3,2%

GRAN TOTAL/GRAND TOTAL 18,339

QONTINGENCIA/ CONT INGENCY 1,036



COMPONENTE DE TRABAJO DE
“
EMERGENCIA

A. Antecedentas
L

la ecocnomfa de Panamf ha
enido declinando desde 1987. los
uocesos recientas relacionados ocon la
4lids del General NWoriega agravé nfs
& esituacién, dejando a michas
ersonas desempleadas y sub-expleadas,

Al nismo tiempo, el Gobierno
® Panand oonfronta el serio dsterioro
® la infraestructura bdsica en las
Yeas urbanas y rural. Ciertas
nfraestructuras se han deteriorado al
anto en qus es peligroso qua el
fdlioo las use. In las £reas
rbanas, las necesidades mMycres son
8 restauracién de los serviciocs
@blicos bésicos y las redes de
wenidas y calles. la mayorfa dsl
aAntenismiento periédico y preveativo
Ara esta estructura ha sido diferido
urante los iltimos afios,

38 Gobierno ds Pananf
e00nocs la necesidad de tomar acoida
nmediata, pero nF puede enbaroarss,
A programas ein 'ayuda extsrna, lo
ual no parecs llegar en forma répida
B Otros donantas.

| 8 DueziEwn del Mnonn

1, Mata

Rl components Empleo da
margencia tiene tres matas Qe se
Poyun entre s{y a) la generacién de
rabajc, b) ayuda a la reactivacién de
a moribunda industria de la
costrupelén e industrias ascciadas) y
) la reparaciln, mantenimiantoe y
shabilitacién o reemplazso de 1la
eteriorada infraestructura econéaica
® la naciém.

ANEXO 1-B/ANNEX 1-p

II. EMERGINCY EMPLOYMENT COMPOMENT
N

A, uckﬂound

Panama'e economy has been in
sharp decline since late 1987, Recent
events in connection with the oustar
of General WNoriega further aggravated
the situation, leaving many persons
unemployed and underemployed.

)

At the sams time, the GOP
faces serious daterioration of the
DAS10C infrastructure in poth the urpen
and rural areas. Gome infrastructure
has nearly deterioratsd to the point
where it is dangerous for the publdie
to use. In urban areas, the major
needs are the restoration of basic
public services and avenues and
streets networks. Most praventive and
periodic aaintenance for this
infrastructure has been deferred over
the past several years.

The GOP recognizes the need
for immediate action, but is not able
to embark on a meaninful progras
vithout extsrnal assistance, which is
uolikely to coms quickly from other
donors.

B, Conmponent Description

1. Goal

The BEmargency Izploymsnt
Component has three mitually
supporting goals: a) the generation
of employment, b) the reactivation of
the soribund oonstruction and
associated industriss, and ¢) the
repair, maintenanse, rehabilitation or
replacement of the nation's
deteriorated eoconomic infrastructurs.

PRELIMIMARY



3. Proéu.:o

El proplgito de este
'yecto es el de emplear una porcibn
la fuersa laboral degsocupada para
' trabaje en la reaparacién,
‘tenisiento Y rehadilitacién °

oastruceidn de infraestructuras.
3. D«crigcwn General de

Actividades

Los nks atractivos
noos para la inversién en
arxacibn de empleos en Paranf gson
| proyectos pequeflos de trabajo que
nieren el a{nimo disefio -]
paracién para la preconstrucciSn
1 6nfasis en el nantsnimiento,
abilitacién y mejoramiento de la
‘Teestructura existente en ves de
Nas construcciones.

los proyectos de trabajo
oos incluirfa actividades: )
)rsoiSn de calles, y medoramiento
Sfus respectives drenajes Que
jorarén el transporte Yy la
mniomcién, esenciales al comarcio)
industria, y el turismo, 2)
lcondicionaniento y limpilesa do los
ftamms de Alqnnurillndol Que
ipondan a las necesidades bfsicas de
salud, }) mantenimiento,
Mracién y mejoramiento de escuelss
slicas) 4) reforestacibn y maneijo
parquaes nacionales y freas ds las
Woas) y S5) la renovaciSn de un
ificio péblico para ser sede ds la
tte Suprema des Justiocla.

108 proyectss 4 trabajo
jo eata actividad t{picamente
plearin de 50 a 100 personas por un
mpo aproxisado de $ meses. Los
tbajaderes no especialisados qunarén
larios afnimos que fluctuarén entre
«25 y 81.70 por hora wfs beneficios,
pendiendo de la tarea a realisar,
§ trabajadcres especializados Yy el
€s0onal supervisor qanarfn algo ads

The purpose of this
Project component ig to hire a portion
of the uneaployed workforce to work on
the repalir, maintenance,
rehadilitation or reconstruction of
infrastructure.

3. General Dascription of
Activities.
e T )

The nOst attractive
targets for {nvestmsnt in employmant
generation in Panama are small work
projects which require minimal design
Qr preoonstruction preparation with
emphasis on maintenance,
seshabilitation and upgrading of the
existing infrastructure rather than
new constxuction.

Typically, work projects
will inoludes 1) streat repairs, aad
related drainage isprovements which
will snhance transportation and
communiocmtion essential ¢o indusery,
touriss, and ocosmerce), 2) realignaent
and cleaning of stors drainage and
Severage seystems which respond to
besic health needs) y) the
saintsnance, repair and upgrading of
public schooley 4) reforestation and
aanagement of national parks and
vatershed arsss) and 3) the raenovation
of a public buildirg to servs as
headquartsrs for the Suprems Court.

Work projects under this
activity will typically eaploy from
50-100 people, for a duration of
approximataly five months. Unskilled
workers will earn aminimum wages,
ranging from $1.25 to $1.70 per hour -
plus benefits depending on the tagk to
be performed. 8killed laborers and
supervisory parsonnel will earn
Sonswvhat more depending on their
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endiendo da qus especialidadaes,
Lblements alrededor de $2.40 la
A wfs beneficios. la gran mayorfa
los beneticiacios serfn
bajadares no especialigadcs.

Los Tesultados serén
oximadamants 4C actividades de
as ptbliocas, €0 eecuslas renovadas,

proyectos de reforastacisn y
sarvacisn an Parque Nacional, S50
yectos de desarrollo comunitario de
da propia, reforestacidn en la
noa dsl canal y la rehadbilitacién
un edificio en la antigua Zona del
al, para la Corts Buprema de
rieia.

Descripciones de cada uno
estos sub~componentes se detallan
adslants,

4. DncriEién detallads do
los M-aneu

a. Hin'ileorio de Obras
licas
R ——

Loa siguierntas

yectos ran gido Proqrama‘os pera
8jecutados en forma tentativa;

Ciudad de Plnu\l/cuz of Pananf

13 proyectos ds reparaciSn de calles/18

street repair projects

7 proyectos ds mejoras y limpiesa de

Specialties, perhaps around $2.40 per
hour plus benefits, The large
majority of the beneticiaries will be
unskilled laborars,

The outputs will be
approxisately 40 public work
activities, 68 schools renovated, 30
salf=help community development
Projects, reforestation in the Canal
Watershad, and the rehabilitation of a
building 4in, the former Canal Zone for
the Supreae Court.

Descriptions of each
of these sub-components are Provided

bclcn.
4. Detailed Ducrig&l_on of
Nb-cwnontl
a. lu.niltrz of Public
Worka
The following

projects are tentatively programmed +o
be implamentad,

$1.5 MillonesMiliion

1.5 MillonesMillion

canales de dsagle de orecidas/projects
improving ana cleaning flood canals

6 proyectos 4¢ mejoras Y linapiesa de
colector ds aguss pluviales de la

«§ Millones/Million

ciudad/prejoots iaproving and cleaning city

8torm draing

2 proyectos 4s mejoras en las csrretaras. Intera

.5 Millonea/Miliion

merioana y Tranalstmica/projects of laprove~
Rants on the %anamerican and Transisthaian

Righways

Colon

10 proyectos de reparacién Y sejoras 4¢ calles/ $1.0 millones/Millien
projecta of street repaira and improvesants

. TOTAL/TOTAL

$5.0 millones/million

PRELIMINARY



Tstos proyectos que
cetande ejacutar el Ninisterio de
bras Publicas bajo contratacién con
as empresas privadas de oonatruccién
e estima que fluctuarn entzre $25,000
$150,000, dependisndo da su magnitud
'&ﬂldi&.

b . Hiniltlrio an
Bduocacidn

) 31 Ministerio de
duoaciba oontratarf las firmas
longtructaras - privadas para llevar a
abo reparaciones genarales ds las
iiquientes escuelas propuestas. los
montratos fluctuardén en valor aentre

Theas projects, which
the Miniatry of Public Works intends
to aexecute through contracts with
private conatruction firms, are
estisatad to fluctuats between §$25,000
snd $1%0,000, depending on thair
sagnituds and duration.

b. Ninietry of Bducation

The Ministryot
Sducation plans to ocontract privats
construbtion firms to make gensral
ropairs of the following proposed
schools. The oontracts will range in
value between $3,000 and $43,000,

Colen = 15 escuslas/schools $ 228,000
Panama City -~ 28 escuelas/schools § 423,000
San Miguelito = 25 escuslas/schools 4 380,000
c. Corte Supreca ¢. Ruprems Court
8e renovard un An old building in

edificio viejo en el £rea revertida da
la Sona del Canal, con el propésito de
gque sea el lugar permanente des la

Corte Suprema de Jsticia da Panand.
Total: $300,000

4. Actividadas de ANCON

8¢ oco-financiarin doe
ectividades a través de la Asociacién
Macional para la Consarvacién de los
Mecursos Maturales (ANCOM) , una
institucién privada de Pananf gin
fines da lucro. ANCON llevarf a cabo
un pequefio proyecto ds reforestacién y
damarcacibén en el Pazrque Naocional
Soberania, la Sociedad ANCON
contridbuirf con por lo menos $100,000
de fondos privados.

Total 4270,000

the reverted Canal ©gone will De
zenovated for the purpose of becoming
the permanent place for the BSupreme

Court of Panama.
Total $300,000

d. ANCON Activities

Two activities will
be financed ¢through the Mational
Resources Conservation Amsooiation
(ANCON; , a non-profit private
institution. AMCON will undertake a
small reforestation and park
demarcation project in the BSoberania
National Park. The ANCOM Agsociation
will contribute at leaat #100,000 of
privats funds.

Totals $270,000
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e, Actividades de

Desarrollo Ispecial
ZlDls

§e ofrecerd asistancia
a las unidades dal Gobierno 1local,
clubes Civicos, y grupos cominitarios
para ocomplamentar los recursos de 1la

ocominidad local Yy permitir la
realicaciéa de pequefics proyectos
tales camo escuslas, cAarreteras,

puentes peatonales, centros ds salud,
estructuras de irrigacién, proyectos
da agua potadble, y otras actividades
en las cuales las comunidadss en af
oontribuirfan con tarreno, mano de
obra, osatsriales do construccién, vy
algo da dinero propio, asi como sus
1deas y capacidad organisativa.
Rormalments ninguna comunidad serd
olegidble paras recibir mfs de $8,000 al
afio a menca que la disponibilidad de
fondos exceda la demanda popular.

Esta sub-ocomponents sar ejecutado por
USAID/Panand .

Total $250,000

C. Componente del Proyecto

1. T7oles y responsabilidades
indtitucionales.

Debido a la naturalesa de
urgeacia d4dsl presents coaponenta, es

imperativo que las instituciones
involucradas en la ejecucidn de ssts
proyects sa esfuercen al afbimo para
facilitar y agilisar sus fuacicnes
respectivas) por ejemplos el Gobierno
ds Panamf acordS permitir un procesc
de ocontratacién acelerado para usarlo
durants este perfodo de emergencia.
Los roles de las. Adiferentes
instituciones serfn proporcionsdos a
continuacibn.

a. Sector PMblicos a
agencia coodinadora del proyecto
dantro del Godierno de Pananf serf el

e. Special Devalopmant
Activities

Assistance will De
offersd to local government units,
service clubs, and oocommunity groups to
complement local community resources
and perait the realisation of small
projects such ar schools, roads,
footbridges, health centers,
irrigatdon structures, potable water
projects and othar such activities in
vhich the ocommunities themselves will
contribute land, labor, local building
satsrials and some cash of their owmn
as well as their idsas and
orqganisational capacity. Normally, oo
community will be eligible to receive
more than $8,000 per year unless the
availability of funds axceeds popular
demand., This sub-componant will be
implemented by USAID/Panama.

Total $2%0,000

C. Component Implamentation

l., 1Institutional roles, and

responsidbilities.

Because of the emsrgency
nature of this componant, it {is
isperative that the institutions

invelved in {uplemantation axert their
utmost to facilitate and wepadite
their respactive functionsy i.e. the
QOF has agreed to allow an accelarated
coatracting process to be used during
this emargency period, 7The role of
the various instituticns is provided
below,

a. Public Bectors The
component implementing agency within
the GOP will be the Ministry of Public

PRELIVINARY



Ministerio ds Obrag Piblicas (MOP).
Bl MOP: 1) Ldentificari los proyectos
de trabajo dantro de sus £Lreas de
responsabilidad que 1lenen los
criterios da eeleccién de proyectos)
2) coordinarf con el Ministerio de
Bducacién (MDE) y la Corts SJprema de
Justicia paza identificar los
proyectos da renovacién los cuales
también deben llenar los criterios de
seleccién de proyectosy ) preparard
en su caso y ooordinarf con los otros
{(Ministerio de BRducacién y Corte
Suprema de Justicia) los alcances da
trabajo, especificacionss detalladas y
los docusantos de licitacilSn para
construceisn, que requiers el
Ministerioc da Hacienda y Tesoro (MHT),
el ocual oanejarfl la pmateria de
contratacién y pago a los diferentss
oontratistas. Después dol
escogimiento Yy contrataciSn de los
contratistas por parts del Ministerio
de Facimida y Tesoro (MMT) el
Ministerio de Obras Piblicas (MOP) Yy
el Ministerio de ERducacién (MDB)
coordinarfn la movilizacién y la
partida inicial de oada uno de sws
contratistas) supervisarfn & sus
contratistas durante la fase de la
coustruceién y aprobarén los pagos da
movilizacién y pagos por avances del
trabajo 4s{ oomo tamdbién estarin a
oarge da la ingpeccién final ds los
proyectos y autorisarfn los pagoo
finales. KL MOP dsderdi nombrer un
Gerenta dsl Proyocto para llevar a
cabo todas estas actividades de
coordinscifn.

2l MT tendrf 1la
responsabilidad de: 1) dirigir las
licitaciones para las actividades ds
construcoifn Y adjudicaré los
contratos; 3) provesrf los pagos de
movilisacifn a los ocontratistasy 13J)

hazf les pagos parciales mensusles Yy’

los pagos finales a los contratistas)
y 4) presentari para el reembolso las
facturas a la UBAID.

Works (MOP). MOP will: 1} {dentify
work projecta within (ta areas of
responaibility which maet the project
selection criteria, 2) coordinate
with the Ministry of BRducasion (MOR)
and the BSuprems Court of Justice to
idantify rencovation projects which
also must meet the project selection
criteria, (3) prepare scopes of work,
detailed specifications and the
oonstruction bid documents for the
Ministry of Pinance (MHT) which will
handle the ocontracting and payssnt to
/ths different oontzactors, (4) after
the selection of the oontractors by
the (MHT), the Ministry of Mblic
Works (MOP) and the Ministry of
Education (MOB) will coordinats ths
payments for mobiliszation and payssnts
for work progress, and will also be
regponsible for the final inspection
and authoriszation of the final
payments. Ia ordar to undertake all
these oocordination activities, the MOP
will name & Project Manager.

The T will Dbe
responsible for the execution of
oontracts and paying the oontractoss.
MET will: 1) oonduct bidding for
oconstruction aoctivities and award
contracts, 3) provids mobilisation
payments to oontractors, J) maks
monthly progress paymants and final
paysents to oontractors,. 4) submit
inveioces to USAID for reimbursement.

PREMINARY
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b. la Comunidad

La pu-u.cigncMn
directa de la cominidad en  ests
programa, en el gentido de 1la
participacién comunitaria orqanizada
en el plan ocompleto o fases de
ejeucién no esth contexplada excepto
oen términos de aquellas 4ctividades a
ser financiadas ocomo Actividades du
Desarrollo Xspecial (8DA). Ea los
PIoysctos BDA la participacisn de 1la
ocomunidad y la wmovilisacién de
recursos localas eerfn importantas.
No obstanta, los proyectos de trabajo
& ser asjecutados aprovecharin la mano
de obra local y descansarfn sobre las
instituciones pomnitarias
tradicionales para el reclutamiento de
la fuersa laborsl. los afectos del
ingreso sn laa ccauridades Qque
participan son importantes. Por 1lo
tanto, se pondrf en préctica 1la
Utilisacisn de la mano de obra de la
comunidad donde el proyecto estd
ejecutindose.

c. ANCON

ANCOMN ooardinarf todas
las aoctividadas intensivas da trabajo
dentro 4kl subecomponents de 1a
referassaeidn y eonservacidn de les
racursos naturales.

d. USAID

la USAID contratarf
los servicios de una firms ME para
fiscalizar las actividadas da
construcolsn esa excepciSn de las
actividades de ANCOM y SOA. Estos
servicioe iagluirén, 1) proveer
asesor{a témioa al NOP y al MDE en la
preparaciSn  de 1os  paquetas de
licitacién para  construcoilng 2)
Asistir al MET en la evaluacién ds las
propuestas de licitacién para
oonstruceién y en la rscomendacisn
sobre las adjudicacionssy; 3) harf

b. The Cmiez

Direct community.
involvement in this pProgram =« in ¢he
sense of organised communi ty
participation in the entire planning
or implementation phases ig not
contesplated except in terms of those
Activities to be financed ae Bpecial
Development Aotivities, In GDA
projects, cosmunity partioipation and
the mobilization of loacal resourcaes
will be substantial. Nonethelass,
work proijects to be implemented will
largely take advantage of the local
labor supply and will rely on the
traditional community institutions for
Tecruitment of the labor foros. The
income affects on participating
communities is important, Therefora,
labor to be employed will be from the
Comsunity where the project is being
implementsd.

e, ANCOM

Anoon will ooordinate
all labor intensive activities within

the reforestation and conservation of
nasural weseurees aub-cempenans.

d. USAID

UBAID will oontract
fer the services of an AR firm to
monitor the oconatruction activities,
vith the exception of the ANCOM and
SOA activities. These services shall
include: 1) provision of technioal
advice to MOP in preparation of nid
packages, ) assistance to jfT in
evaluation of construction bid
proposals and in recommendation on
avards, 3) performance of one-site
supervision ss required to certifly
progress payments to the oontractors,
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fupervisiones aen el lugar, como sea
requiere para certificar los pagos
parciales a los oontratistas; y 4) en
conjunto oon los Ministerios de Ohras
PCblioms y ©Rducacisn prepararf los
informes mansuales pars cada actividad

de proyecto.

3. Owiveries do Gelaceiln del
ProEcto

1. Contenido ds¢ manoe de
obra loacal: ¥No se financiard ningdn
proyecto de trabajo oon menos del 40%
mano de obra/relacién de costo total.
88 le 4darf prioridad a proyectos de
trabajo oon el mayor oontsnido ds mano
de obra.

2. Disposicién para 1la
ejecucién: los proyectos de trabajo
qus requerirfn un minimo o ningln
diseflo de preconstruccisn ni trabajo
de oconsultorfa requerirén primera
prioridad.

1. Produccisn de ingrescs
y/0 omantsnimiento del potencial de
ahorro. Ge considerarf el alcance de
los proyectos a medida que generen
beneficiocs y el grado en el cual las
inversiones reduscan los
requerimientos postericres de las
reparaciones.

4, Prioridad del
desarrollo y beneficio socio-
econémiocor Kl mérito individual del
pToyecto o en la medida en la cual la
dctividad promisva otras pollticas y
prograsas del Gobierno de Panasd,
tamd {4n deben ser tomadas en
consideracifa as{ como actividades del
seotor privado.

3. Ddeneficilarios

Los tres grupos
principales escogidos paza los
proyeotos de trabajo sons 1) el gran
nmero ds trabajadores panamefios no

4) preparstion of monthly statug
reporcs for each project activity.

3. Droject Galection Ar{teria

. 1. local labor Content:
No work project with less than 408
labor/total co8t ratio will be
finanoced. Work projecta with highest
labor content will be given priority,

2. Readiness for
implesentation: Work projeccs wvhich
require minimal or no preconstructica
design or oonsulting work will receive
firet priority.

3. Revenus producing
and/or maintenance saving potsntial.
The degree to which the projects
generate seocondary or tartiary
economic or financial benefits and the
extent ¢o0 which investments reducs
heavier repair requiremsnts later on
will be considared.

4. Developmant prierity
and socio-economic benefits: The
individual marit of the project or the
extant to which the activicy furthers
other GOP policies, programs, and
private sector eotivities must clso be
taken into oonsidsration.

3. Beneficilaries

The three PTimary target
groups for the work projects ares 1)
the large number of unskilled and
semi-gkilled Panamanians laborers who
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specialisados y sani-egpecializados
Ue estfn sub-empleados o desempleados
A las ciudades de Panamf y Colén, 2)
P8 establecimientos ocomercisles Que
roporcionardn materiales, squipo,
quinaria, herramientas, transporte,
oambugtible requaridos para llevar a
Ao los proyectos de trabajoy y, 3J
} golpeada industria privada de 1la
mstruccién la cual llevarf a cabo
\s obras.

8¢ crearén aproximaiaments
\9,000 perscnas/dfas de trabajc y por
) manoe 2,800 personas serdn
Blsadas Y™ recibirfn iagresos
Ucionales ocomo resultado directs de
i8 actividades financiadas bajo este
mponente. Con el fin de extender
@ bevaficios, a nadie se le daberia
gRitir ¢trabejar por wfs de un
wfodo de tres naeses, Yy los
mtratistas privados daberdn
mitarse a no afs de &os contratos.

loe beneficiarics
)ndarios serdn las personas (el
B tco en general) que se beneficarén
[ 4 la majara general de la
fraestructura y aquellos qua se
neficiardn de las actividades
oofmicas las cuales resultardn de
\» mejoras.

Mientras que 1la myor
xta de’. empleo generado por este
Epouenits o8 por ooetumbre realizado
X hombres, gran parte dsl trabajo
ods ser realisado por mijeres. Al
imo posible se le darf a las
iJeres la posibilidad de parsieipar.
6o es muy {mportancs ye Qe las
1Javes en Pananf scn jefas de familia
las finicas que devengan salario para

)} hogar.,

D, Mitodos de Ejecucién b4
inanc anto

E1 MOP es responsable por la
ainistracién técnica y el MHT por el
miaistro y administracién fiscal del

© )

PRE

are underemployed or unemployed in the
Cities of Panama and Colon, 2) the
Ccommercial establishments who will
provide naterials, equipment,
sachinery, tools, transportation and
fuel required to CArry out ths work
Projects, and 3) the dapressed private
construction industry which will arry
out the construction.

. Approximately 219,000
person-days of esployment will be
created and at least 2,800 Foople will
be employsd and will recesive inoome
supplements as a direct result of the
activities financed under this
component, In order to spread the
benefits, no onne will De allowed to
work mors than a threee-month pariod,
and privats oontractors will Dbe
limited to not more than two contracts,

The seocondary
bensficiaries will be the people (the
genaral public) who will benefit by
the generally upgradad infrastructure
and those who will benefit from
oconoaic activities whioh will flow
from improvements.

While most 44irect
eaployrsnt generatad by this component
is customarily performed by many) much
of the work can Dbe performed by
woman. To the extent poesible, women
vill be given the possibility ¢o
parsicipase. This 1is very importans
&8 »Any wvomen in Panama are both heads
of tie household and the sole income
earners.

D, Mathods of Inghmnution and
Pinan

61!\!

MOP is responsible for the
tachnical ocanagemseat and MHT for the
procurement and figcal management of
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omponants de eaplecs de emergencia.
0 Ministerio de Hacienda y Tesoro
JET) ejecutari contratos con
proxissdamente 65 contratictaes para
fectuar reparacionss & las calles y
anovacicnes en las eecuelas. las
eferas de accifn de los contratos
odn suministrados por el Ministerio
e Chras Pdblicas (MOP). La oficins
8 proveedurfa del MHT licitarf y
4duwdicarf los ocontrates. X1 Ministro
8 hacienda designarf al signatario
el oontrato, €1 y el viceministro
usdan  exclufdos. El M0P serd
esponsable por la ejecucién de los
ontratos y con 6l apoyc de la firma
48 efectuard supervieiSn das 1la
onstruceién pars asegurar que los
ontratistas estén utilizando la mano
¢ obxa eeflalada en los contratos Yy
e estén cuapliendo oon las
specificacionass. Bl MHT tambidn
cotratarf asistancia provisional para
A omtabilidad segfin se requiera para
FOooesAr los pagos y rendir cuantas
ol presupuesto de planillas. Podrén
or gustadeo por el MHT hasta la suma
ls #10,000 de los fondos de esta ayuda.

las facturas del oontratista
ozfn aprobadas por el NP y
artificados por la firma AGE. las
acturas, entonoces, serfn enviedas al
@ para revisién pago. Loas cheques
erfn emitidos por el MHT. Serdn
'\rmados perscnalmente por ¢’ Ministro
8 Bacienda o0 el Viceministro, y por
1l Contralor,

1l Goblerno de Panand ,
upTesamante autorisa a la AID para
ontratar y pigar dizectamente los
iwvicios de una firma AME, hasta la
rma seflalada en el plan financiero.

La AID adelantarf fondos al
BT da la eiguiente manera: el (T
stimard sus necesidades por los
wisercs 90 Afas. las necesidades de
«08 primercos 30 dfas serdn pagadas a
o cuenta en el MNP via transferencia
tlectrénica de fondos. los pagos

the @Emergency Employment Component.
The Ministry of Pinance and Treasury
(MHT) will execute ocontracts with
approximatsly €3 ountractors to do
street repairs and school
refurhishing. Contract ecopes will be
furnished by the Ministry of Public
Works (MOP). The MHT procurement
office will bid and award the
contracts. The Ministar of TFinance
vill designate the contract signer, he
himself and the Vice-Minister are
excluded. - MOP will be responsible for
the impledentation of ocoatracts and
with the support of the AR firm,
perform oconstruction supervision to
assure that the ooutractors are
employing the manpover called for in
the ocontracts and that they are
ocomplying with aspecifications. MH?T
will alse oontract for teaporary
acoounting help as nesded to process
paymenta and acoount for the
employment fund, Up to $10,000 of the
fund may be spent by MHT for this
assistance.

Contractor's 4invoices will be
approved by MOP and certified by the
A3 firm. The invoices will then be
sent to MAT? for review and payment.
Checks will be 4isgued by jofT. They
vill be signed perasocnally either by
the Minister of PFinance or the Vioe
Minister, and by the Controller
General.

The GOP expressly authorises
AID to contract and pay directly for
the services of an AsR firm, up to the
amount shown in the financial plan.

AID will advance funds to the
MHT as follows. MNT will eatimatse its
needs for the first 90 days. The
firet thirty days' needs will be paid
into their account at the WP via
eslectronic funda transfer. Sudsequent
paynants will be timed to arrive as
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mbeiguientss eerdn programados para
[ tal oomo sean requeridos. la
#ioina de pago serf el Contralor en
o José, Costa Rica.

B. Auditorfa

n Gobierno de Panand
pprs Lamente autorisa a la AID para
ontrAtar Yy pAgar a  las  firmsas
wivedas de auditorfa hasta 1la
antidad seflalada para las auditorfas
m el Plan rinanciero dal Componente
le Emplecs de Emargencia. la esfera
@ &oaifn. de¢ tales auditorfas pusden
LAcluir todas las actividades
'inanciadas bajo este Jomponenta.
lonforme a esta autorisaciSa, lg AID
mede ejecutar uno o varios contratos
lab firmas de Contadores Mbliocos para
laxvicios de auditorfa. Tales firmas
/edn pagadas directasente por la
XD, Todos los ministerics del
jobierno de Pananf  .nvolucrados
Jouerdan ocumplir oportunamente oon
todas las recomendaciones de
taditor{a. 8e proporcionarf hasta la
e de $30,000 para estos fuditos.

F. Cuadro de Ljecuaién Y Método

de Financiamiento
m

i ouadro "umcnu resune los
sftodos 4e ejscucisn y financiamiento
Sesoritos anteriormenta:

METODO DR
EIBCOCION/
ACTIVIDAD/ DOLEBMITING uc/
ACTIVITY METROD AlD
Bxplec de Segdn términcs NC
emargencia/ Anexo l/Per
Smergency terms Annex )
Epployment
Actividadas Contrato AID
oon ANCONM/ directo AID/
Aotivities AID direct
with AMcoN Contract .

nseded. MHT will file ocertified
fiscal reports and 90 day advance
projections every 10 days. The paying
offize will be Controller, san Jose,
Coseca Rica,

E. Audits
E——

The Government of Panama
expressly authorizes AID to contract
and pay to private auditing firms up
to the amount ghown for audits in the
Exergency K Eaployment Componant
Financial Plan, The scope of psuch
audits may include all the activitias
financed under this oomponent,
Pursuant to thips authorisation, nID
BAy executs a4 oontract or oontracts
with public acoounting firms for aundit
services. BSuch firms will be paid
directly by AID. A1l coP ainistries
involved agree to comply promptly with
ell audit recosmendations. Up ¢to
$30,000 will be provided for these
audies.

F. Chart of mlmnution and
Finan nyg Mathods

The following chart
summarizes the mthode of
irplemantation and financing described
above:

AGENCIA METODO DR PI- CANTI-

ATECUTORA/ RANCIAMIENTO DAD/

IPLENENTING  FINANCING ANOUNT

AGENCY METHOD (84000)

Ministcy of Pago directo  §6,300

Public Works/ oon adelants/

Ministry of Direct ray

Finance and wvith Advance

Treasury/MOp/

it

ANCON Directo/ 270
Direct
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SDA/Gpacial  AID AID
Davelopmant
Activities
Baxvicios Cantrato AID
AGE/ALR diracto AID/
Servioces AID direct
contract
Auditos/ Contrato AID
Audits directo AID
por RIG/Direct
contract by
ucl

o8 contratos del sector
piblico cubrirfn un perfodo de cinco
sases ocon dos pagos 4l mes por un
total da 630 pagos, la firma ME
aprobaxf todas las facturas de los
contratistas y verificarf que los
contratistas cumplen oon las
especificacionss técnicas y de mano de
obra, IFl XNHT aestablecerfi un archive
da pago para cada oontrato. Los
auditores no federales verificarfn los
archivos de pago, probablamente sobre
usa Dbase de muestra, para verifioar
que las facturas hayan sido aprobadas
en la forma debida y qua concuerden
con los términos del oontrato.
AManfs, llevarfn a cabo verificacionas
en el campo a asegurar que el
trabajo facturado haya sido realisado.

G. Plan Pinanciero del nente
(ioooi

AID Diracto/ 250

Direct

AID Pago directo/ 1580
Direct Pay

AID Directo 30

The Public 8Ssctor contracts
will cover a period of 5 months with
paysents twioce a month for a total of
650 payments. The ME firm will
approve all the contractor invoioces,
and verify that contractors meet the
teciniocal and BMNpOver
specifications. MET will set up a
paynant £ile for each oontract. The
non=fedaral auditors will check the
payment files, probably on & sample
basis, to verify that invoices were
properly approved and agreed with the
contract terms. They will also oarry
out field checks to verify that the
work billed was parformed.

G. Component Pinancial Plan

(8000)

Proyactos ds Empleo (MOP)/Employmsnt. Brojanta (NOP) 6,300

a. MOP ($%,000)

b. MO ($2,000)

c. Suprems Court/Corte Suprema (4 1300)

Actividades 40 ANCOM/ANCON Activities, 270

Actividadss ds Desarrollo Especial/Special Developmsnt

Activities 250

Servicios ASE/ALR services 150

Auditoa/hudits 30
b {-17 5 SRR 7,000

DOC. 2037A/2038A
Rovised 2-26-90
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III. COMPONENTE DE ASISTENCIA TECNICA
¥ OF PRODUCTOS

A. Antecedentes

la intervencién del régimen
de Norieqa, en toda lu economia,
asfixié al sector privado y produjo un
sector pblico ineficiente, demasiado
grands y altamente centralizado, Bl
gobieeno de Endara heredd institucio-
nes piblicas on la minimm cantidad o
ningwna, ds piezas da repusstos y
equipo en un setado de desalineamiento
critico y con pooo o ning'n sistema
ntabla,

El nuevo Gobierno de Panand se
aaantra compromatido oon wna rees~
tructiracién fundamsntal del papel de
las agencias gubernamantales por medio
de la spertura de la econcmia panamefia,
la privatizacién de exresas estatales,
la eliminacién del control dsl sono-
polio de varias industrias, el esta-
blecirdento de la responsabilided
dentro de los ministarics gqubernamen-
tales, la reinstauracién de un sistema
de auditoriay qu funcine e la
Contralor{ia y en las agencias del
- gobiermo, y el establecimiento de una
buocracia mis pequefa y eficiente.
Estos y otxos cambios de politiom
Popuesta sparejados oon los efectos
ds la crisis ca actual,
resentan una cbra foxmidable para el
Gobierno de Penamif.

B. De del [}
1. Msta P ito
Q:jc_:ivoo

Ia meta de este sub-
componente es la de ayudar al Goblerno
de Panaxa (GDP) a reactivar su eco~

. El propieito de este sub~
ocmpanente e el de ayudar en 1la

ANEXD 1-C/NRNEX 1-C
Pégina 1/Page 1

III. TECHNICAL ASSISTANCE AND
COMMODITIES COMPONENT

A.  Background

Intervention by the' Noriegm
regime throughout the econcmy stiflsd
the private secter and produced an
inefficient, over-sised, and highly
centralized public sector. The Endara
govertmant inherited pblic
institutions with minimm or no spare
parts and equipnent, in critioml
disarray and with little or no system
of accountability.

The new GOP is committed to
a fundamental restructuring of the
role of governmant agencies through
the opening of the Panamanian econcmy,
the privatization of state owned
enterprises, the removal of monopoly
cmtrol cver wvarious industries, the
establizhment of accountability within
governmment ministries, the reinstate-
ont of a functioning awditing system
in the Contraloria and goverrment
agencies, and the establishmant of a
smller, more efficient governmant
burssucracy. These and other proposed
policy changes copled with che
effects of the current econamic crisis
Fose a formidable task for the GOP,

B. Project Descriptica

l. Geal, e and
mioctim
Te goal of: cthis
caponent is to assist the Goverrment

of Penama (GOP) to reactivate the

ecorony. The purpose of this componant
is to assist in the urgent rehabili-



Tgente rehabilitacién y reestruc-
turacidn de las agencias del sectcr
Pblico con el fin de establecer la
estructura y estabilidad necesariag
mra la recuperacién ica, IEsto
se logrard por medio de la provisidn
de asistencia técnia miy urgents,
plezas de  repusstos, oquipp y
mteriales a las agencias gquberna-
mantales principales.

El objetivo inmediato de
ests sub-oamponente es dual. Primero
serd proporcionar asistencia técnica
especializada al Gobierno oon el fin
de iniciar los aanbiocs antes
mncionados y otros durante esta de
trangicién clave hacia una democracia
funcianal. la asistuncia témiom
froporcionada  serd  instrubental en
ayudar al Gobierno a resstructurar las
insticuciones ocon el fin de propoc=
Clonar la confianza, la sequridad Yy la
antinuidad necesarias mara la
da la Qe El
Frogram tazbién ayudard a proporcionar
pletas de repusstos, las cuales se
nacesitan ocon  wgencia, equips vy
mteriales requeridos por las agencias
Rbarnarentales principsles, om el
fin da mntensr lo esencial, parun los
servicios piblicos durante los préximos
208,

las necesidades de
asistencia témice a corto plaso del
Gbiarmo de Panemd, Lo
proporciana  breves deecripciones de
WStor requerimientos con ua  base
{lustrativa. la asistencia técnica
serd  irpulsada por la demnda,
respondiendo as{, a las necesidades
irsediatas del Gobierno, durante un

de cinco meses. Descripciones

tation and restructwring of pablic
sectar agencies in crder to establish
the necessary structure anmd etabilicy
for economic . This will be
accomplished through the provision of
urgently needed technical assistance,
Spare parts, equipment and macerials
to key government agencies,

The immsdiate cbjective
of this caponent {s two~fold. First
will be to provide specialized tech-
nioal assistance to the Goverrmant to
initiate the above noted amd other

during this key transition to

of economy
progzan will also help to
urgently needed spare parts,
and  mterials required

mnths.

2. Technical Assistance Sub-

Scmponent

a) Bummary Description

not
possible to provide a oomplets and
detailed list of the GOP's short-term
technical assistance requiremsnts, the
following provides brief descriptions
of these reQuirements on an

{llustrative basis. The techmical
assistance program will be
demnd-driven, respording ‘to  the

imediate needs of the goverrmant
dring a five-month period. Fairly
detailed descriptions of tedmiaal



bastante detalladas de la asistencia
temica ‘en los renglones de la Admi-
nistracion Financiera y la Adminis-
tracién de la Justicia se presentan
abajo, seguida por una breve discusién
de los tipos ilustrativos de ui‘auncia
ténica a coreo plago que podrian ser
financiadas dentro de este sub~

coxponente.
b) Actividad de Adminis-

tracion Financiara

A solicicd del
Qmtraloer General, la cospra para parte
del disefio del Proyecto LAC/FMIP se
iniciard cuando se firme el presente
convenio. El cbjetivo de la Asistencia
Técnica que ee propore e el de
al parscnal del sector piblico
ma conciencia de su responsabilidad
an el mnejo honesto de los reaursos
phliccs y el 4o fortalecer sus
maanismoe y técnicas para amplir con
esta responsabilidad. El program de
cinco puntos de la Asistencia Técnica
(A.T.), incluird:

1) la promlgucién
da un Cidigp de Etica y Honestidad
para  lca servidres  piblicos,
accwpaiiada

Ge ua axplia o«
los medics y "Oologuios de Contraloria”
para el perscnal, primero el de la
Oficina del Contralor General (0G0) y
; el de todas las agencias
piblicms.

3) El disefio do wn
sistema intagrado de adainistracién
financiera oon la Oficina del Contralor
a la cabega, omatruyendo schre una
cntral {inanciera ocosputarizada de
datos de ingrescs actualmente
funcionande, qustos, deuda piblica,
etc. Esto involucrara especialments,
el dwzarrollo de un sistem
de adninistracién de mja y el
establecimiento de ' departamentos
financieros ocentralizadcs en ada
entidad, eliminando as{, las miltiples
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assistance in Financial Management and
Administraction of Justice are
presented below, followed by a trief
discusaion of illuscrative types of
shorc-term technioal assistance that
may ba financed within this

sub~component..

b) FRinancial %ﬂnﬁ
Activicy .

At the request of
the Cosptroller General, the buy-in to
the LAC/TMIP project will be initiated
won signing of this agreemmit. The
objective of the TA to be provided is
to inculoate public sector persanmel
with a oconscicusness of their
mnibiuty for honest menagement
of pblic rex.coss and to strangthen
their mechanisme and techniques for
fulfilling this reeponsibility., The
five point program of TA will include:

1) The promulgation
of a Code of Ethics or Honesty for
Public servants acoompanied by a hroad
mdia cammign and  “*Ooneraloria
Oolloquiums” for staff, first of the
Comptroller General's Office (Q30),
then of all public agencies.

2) The desion of an
integrated financial managemant systen
with the 00 at its head, building
wpan the already functioning ocsntral
computerized financial data base of
revenues, expenditures, poblic dehx, -
etc. This will especially involve the
development of an integrated cmsh
mnagement system and the
establishment of oentralized: finance
departrents in each aentity, thus
elixinating multiple bank acoomts,
working capital funds and simdlar high



cusntas bancarias, fondos de capital
de trabajo Yy operacionss similares de
cajda de alto riesgo.

3) El disefo de
sistema oompleto de aunditoria basado
ean wma meva oficina del Aditer
General de Panama (OAG) para segregar
todas las funciones de auditoria de
los deberse da la administracién
financiera y establecer una post-
auditaria profesical an h‘\;:z {!ho
mxiidas de pre-oontrol ad .
perscnal especializado de inspectores/
investigadores dentro de la Officima
dol Aditor General (GAG) se
establecera para llevar a abo
investigaciones de fraude.

4) B estableci-
miento de un wecaniew ripido y
eficiente mara la  recupsraciédn
aduinistrativa dea los recurscs pidlicos
ilecalmante apropiados (para funcionar
separadaments pero paralelamente a los
procadirientos criminales). Esco
ofrece wna altemativa para la
activacién de las disposiciones
legales inactivas para wa Corte de
Cuentas, la cual fue previamente
cnsidersda por el Contraler General.

S) Asistencia en la
redaccién ds la legislacién propueste
para llevar a cabo los puntos 2, 3 y 4
arribe expuestos, para presentarlos a
la Asacblea cuando se oonstituya.

c. Actividad ds Adninie-

[C-oR) R

Se ressrwrd um
cantidad limitads de fondos para apoyir
los requerimientos de asistencia
tecica a oorto plazo an el érea de
adrinistracién de juscicia e
iniciativas democraticas oo 1o
requiera la Corte Supram. La mycria
de estos fondos (aproximadamente
$150,000) se usarin para corprar en el
Convanio Cooperativo com la Universidad
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risk cash operaticns.

3) The design of a
oprehensive auvdit system based (n a
new Cffice of the Aditar General of
Panam (QAG) 80  as ta seqreqats. all
audic functions from  financial
ranagement ducies and ‘provide for
professional post auiit rather than ad
% fprmuo}upma -lu:u/.i A skilled
s of s/investiqatcxs
within the GAG will bet set Wp o
perform fraud investigations.

4) The estadblistment
of a speedy and efficient mechanism
for the administrative recovery of
Rblic resources illeqally appropriated
(to fur;ctim nqnnully from, but §.n
paralle to, crimima Fm N
This offsrs an altenative to the
activation of
provisions for a Court of Acocounts
which previcusly was being considered
by the Comptroller General.

5) Assistance in
drafeing proposed legislation o
irplement items 2, 3 and 4 above to be
presanted to the Assably when
cnsticuted,

c¢) Mainiscration of
TRy

A ligited azount of

funds will bs reserved to mgpport

short~ternm technical assistance
requirenants in the area of
adminiscration of justice and

dmocratic initiatives as requestsd by
the Amprems Cowrt. Most of these
funds (approximately $150,000) will be
use! to buy into the Cocparative
Agreemant with Florida Intematicnal



Internacional de Florida bajo la
Administracién Regional del Proyecto
da Justicia (598-0642)., la Universidad
Internacional de Florida (FIU) provera
loe expertos necesarics a corto
plazo. La parte importante de esta
asistencia recmera en la Corte Suprem
y en la Procuraduria General. Entre
las actividides que se in son
las actualizaciones del sector “AQT"
de avalios terminados en 1986, informes
de opciones scbre la reorganizacién y
resstructuracion de los Triunales y
de la Oficina de 1la Proawaduria
Genaral, asistencia en la redacciin de
1a legislacién para la recrganiracidm,
preparacién y orquanizacién  de
seninarics y talleres para los
epleados de la Corte Sprem Y
Procuraduria General. De ser
necesario, wn aemleado residante, 1la
coordinacién dsl Administrador de
Jugticia (AOJ) serd contratada bajo el
Convenio Cooperativo de la Universidad
Internaconal de la Flarida (FIU) para
llevar a cabo ‘cberes relacionados a
las necesidades de asistencia témica
a carto plazo en la adeinistracién de
Justicia.

Finalmente, 1o
restan $50,000 seran utilizados
para ucir una evaluacién de 1la
demcracia. Egte sera contratado por
la A.I.D. oon expertos a ser {den~
tifiondos. Esto se enfocurd sobre el
status de otras instituciones
gubarnamentales, tales ocomo la
Asarblea, el Tribunal FElectoral vy
grupos , de accidn civiem no gubema-
mencales. la evaluacién de 1la
democracia investigerd también las
acticudes de ciudadance y percepciones
hacia el gobierno y 1las fuerzas
piblicas y la necesidad de programas
de eoducmcién civiem en el role y
responsabilidad del gobiemo hacia sus
cindadancs y los derechos des 1o
ciudadanos en \ma deocracia.
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Univargity (FIU) under the Regicmal
Adminiseration of Justice Project
(598=0642), FIU.  will provide
short=term axperts as needed, The
focus of this assistance will be- on
the GSupreme Court and the Attorney
Genoral. Acong the activities that
will be undertaken are \pdates of the
AJ sector assessmint ompleted in
1986, options pepers cn recrganirzation
and restructuring of the Courts amd
the Office of the Attarney General,
assistance in &rafting legislation fox
recrganization, and preparation and
crganization of seminars and workshops
for employess of the Supreme Court and
the Attorney Gensral. If necessary, a
resident hire AOJ liasion will be
cntracted uder the FIU Cocperacive
Aresment to perform duties related to
the short term technical aseistance
needs in administration of justioe.

FMnally, the
remaining $50,000 will be used to
conduct a democracy assessemsnt. This
will be contracted by AID with experts
to be identified. This will be
focused on the etatus of other
governmental institutions such as 9w
Assebly, the Electoral Tribunal and
nongovernmoental civic action groups.:
The democracy assessment will also
research citizen attitwles and
perceptions toward the goverrmsnt and
public forces and the need fox civic
education programs on the role and
responsibilicy of the government
towards its citizens and the rights of
citizens in a democracy.



d) Otras necesidades de
Asistencia ca a

cor'to plazo
Ia asistencia técmica
en las eiguientes ireas proveen wma
lista ilustrativa de las actividades

potenciales a ser financiadag bajo
‘este sub~oamponente.

1) Rstudics ' para
desarrollar un extenso ogram  de
generacidn de empleo y privatizacidn
de empresas estatales.

2) Earudice del
sectar vivienda y del sector transporte

3) Asistencia e«
estrategias econdmicas, créditos
financieros  nacicnales, practicas
bancarias, sequridad sccial, sistemms
de servicios civiles, programas de
mntenimiento de - infrasstructura
pblica y estrategias axbientales,

4) Seminarios para
discutir el rol del sector privado y
Piblico en el desarrollo,

5) Adiestramjento a
Corto  plaz para  las  funciones
criticas adminiscrativas del Gobiermo
de Panami,

e) Micleo de la Agig-
tencia oa

*

Se oontratarin tres
asescres a largo plazo por un periodo
de hasta cinco (8) meses cada uro para
suninistrar asistencia al Gobierno de
Panami en la administracidn piblica,
politica eoonémics y finanzas piblicas
Y para asistir a las agencias guberna-
meantales en la  identifidacién,
Friricizacién y alcance de los
requerimientos de asistencia ténica a
cxrto plazo, El grupo residente

d) Other short=term
Technia] Aeelscance

Technical assistance
in the following areas provide an
illustrative list -of potential
activities to be funded uwnder thig
sub~ocosponent :

1) Suxies o
develcp a large eployvent generation
Frograa and privatisation of state-
owned enterprises.

2) Housing gector
and truupcrutim 80Ctcxr assessments.

3) Assistance o
esccmomic, nationel financial and credit
strategies, banking practices, eocial
security, civil service systams, pdlic
infrastyucture . mintenance prograas,

4) Sexminars to
discuss public/private sector role in
develcpmant,

5) Short=temn
training for critioml ace
adninistrative functions,

e) Core

economic policy and public finance amd
to assist government agencies in the
identifi{cation, pricriticgation anmd
scoping of  ghort~term - technial
assistance requirements. The resident
group will include an adminiscrative
assistant who will provide the



incluird un asistente administrativo,
Quien proporcionara adminig-
trativo y operacional dfa a dia, al
qrupc Yy & los oonsultcres a corto
plazo. El grupo residente estara
ubicado en el MIPPE por un perfodo de
hasta cinco meses.

f) Mescanismos
Contratacion 2
AsTstencla Tenica

STencia ca

Las actividades
arriba descritas ocon anterioridad,
sezdn realizadas a través de los
siguientes mecanismos de contrataciéns
(i) ocontrato con uwa finm estado-
widense para un grupo de asescres
técnicos  residentes y asistencia
thniea a oxto plazo, ({i) OContrato
Aoierto para la Asistencia Temica
(ardenes de trabajo 10Cs) apropiados o

para la actividad de
administracién financiera, y (iv) um
campra de trabajo bajo el Convenio
Cooperativo o la Universidad
Internaciocnai de Florida bajo el
Proyecto de Administracién de Justicia
Regional (598-0642) para la
adrinistracicn de justicia.

Ble (1)' 1‘ A‘I.D.
cntratard por parte dal Gobiermo de
Panami, y después de un mroceso de
cmpetencia informal, oon wa firma de
los Estados Unidos la aml propoz-
clonard la asistencia téenica principal
Y la asistencia témica a corto
plazo. Quando sea necesario, el
contratista sub-contratara asistencia
a corto plazo.

Los roquar imientos
de asistencia témica a corto plazo se
definiran en consultas directas entre
el jefe de la parte contratista (COP),
el. Administradar del Proyecto de la
A.I.D. y el Administradar del Proyecto

day-to~-day operational and
administracive support to the growp
and  ghort-term  oonsultants. The
resident group will be located in
MIPPE for a period of up to 5 mnths.

f) Techniml Assistance

Machanisse

The activities
described above will be omrried out
thragh the following oon
mechanisms: (i) oconmtract with a U.8.
firm for a group of resident tadmicml
advisors and short-term technical
assistance, (14) appropriate
Indefinite Quarterly Contract (IQC
wrk orders) o buy-in projects, (iii)
a buy~in with the AC iomal
Financial Management Project (LAC/PMIP)
for the financial mnagement activity,
and (iv) : buy=in into the Cooperative
Aqrerment with Florida International
University under the Regicnal
Mministration of Justice Project
(598-0642) for administration of
justice.

Under (i), AID will
cmtract on behalf of the GOP amd,
after an informal competition process,
with a U.5. fim which will provide
both the core technioal assistance and
the short-term technical assistance.
The oontractor will, when necessary,
subcontract far some of the short-term
technical assistance.

The short-term
technical assistance requirements will
be defined in direct oonsultation
between the omtractor's chief of
party (QOP), AID's Project Manager and
the GOP's Project Manager, an official
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del Gobierno de Panami, un oficial del
MIPPE. sSin una tarea en particular
inwolucra a una agencia distinta al
MIPPE, un oficial respansable de tal
-agencia participaria también en 1la
definicidn del alcance del trabajo.
Se aspera que algunce tralajos
requieran asistancia témica a corro
blazo para definir el cxrespardiente
alcance del trabajo. Bn tales canos,
halria dos etapas de aprobacidn.

Primero, en el
mmento de definir la funcién scbre
we Dbase [preliminar, accién que
generalmente podria originarse en el
Gobiarno de Panamd o por sugerencia
dal CCP al Goblerno de Panami, se
requeriria la aprobacién de la A.1.D.,
.Y la propuesta presentada a la .A.I.D.
debera incluir los términos de
referencia, el perscnal a ocorto plazo,
Y ol costo estimdo.

Segqundo, ua vez se
defina ol alcance del trabajo, se
Fresentard umm nueva propuesta a la
AID, para su aprobacién. B caso de
Qe la definicidén del aloance de
trabajo no requiera asistencia
adicional a la capacidad del peraonal
principal, solamente seria necesaria
WA etapa para la aprobacién,
cada trabajo Que requiera perscnal
el omtratista principal,
la oficina del ocontratista en 1los
Estados Unidos podria responsabiligarge

oarvenios

de los de ocontrato con
perecnas o institucicnes. n
ontratista estarfa a cargo del
adelanto de las asigneciones  de

subsistencia Y reservacicnes de
Tansrortes Yy boletos, etc.

las carpras para la
adninistracién financiera y aceivi-
dades de Administracidn de Justicia
serdn administradas directamente px
6l Administradar del Proyecto de la
A I.D.

from MIPPE, If a particular tagk
involves an agency different from
MIPPE, a responsible official of such
agency would aleo participate {n
defining the scope of work. It is
expectsd that scme tasksg my require
techniml

First, at the moment
of dafining the task en a preliminary
basis, an action that would generally
be originated by the GOP or by a
suggestion of the COP to the GOP, AID
approval would be required, and the
task proposal submitted to AID would
include the terms of reference, the

short=term perasnnngl, am the
estimated cost.

Secord, orce the
scope of wark is defined, a new task
proposal wiil be sutwitted to AID for
approval. In orse the definition of
the task's socpe of work doss not
require assistance beynd the

capability of the core staff, only ons
approval stage would be necessary.
Por
o be brought in under the main
contractar, the contracter's office in
the U.S. would be responsible for
contract agreements with individuals
or institutions. The contractor would
be in charge of advancing subsistence
allowances and transport reservations
arnd ticketing etc. .

The buy-ins for the
{inancial managemant and Administration
of Justice activities will be
administered directly by the A,I.D,
Project Manager.



3, Sub-Componente de Produc—

o8

Resumen de la Desg-
cripcion

Debido a la situacién
financiera del goinezno y al hecho que
o se ha estado operando cn  un
rresupuesto durante 1los d0s ultimos
afios, la akuisicién de equipo vy
plezas de repuesto por las agencias
principales del gobierno esta
seriamente atrasada. Slete agencies
principales del gobierno que requieren
reeplazo immediaro de equipo, partes
de remuesto y materiales han sido
identificadas: (1) el Ministerio de
Salud, (2) el Mnisterio de Comas
Piblicas (MOP), (3) la compafiia de
electricidad 1Instituto de Recursos
Hdrdulicos y Flectrificacién (TRME),
(4) la compafiia de recoleccitn de
basura Direccidn Metropolitana de Aseo
(DIMA), (S) E1 Instituto de Acueductos
{ Alcantarillados Nacionales (IDAAN),
6) la Corte Su.rem de Justicia y el
Ministerio Piblico y (7) el Instituro
Nacicnal de Telecomunicaciones (INTEL).

b) Mecanismos de %—
sicion

los mini‘uri“l las
agencias y las instituciones del
Gobierno sumirinistrarin al MIPPE um
lista de productos requeridos. Pl
MIPFE a Ay pricrizard estas
solicitudes y suniniatrarén a la
A.I.D. la lisra final aprobeda. Con
la excepcidn del Ministerio de Salud,
la adquisicin de emargencia se llevard
& cao baje los proosdimientos
directos de la A,I,D. y la A.I.D. serd
responsable del recibo de los
Frpduccos obtenidos antes de pasarlos
al MIPPE para la distribucién a los
respectivos ministerioce del Gobierno
de Panami., El Ministerio de Salud
obtendrd sus propics productos bajo
los procedimientos de adquisicién del

a)

3. Cormodities S_.\_b-Mt

a) Sumary Description

Because of the
government's financial situation and -
the fact that it has not Dbeen

operating with a budget for the past
two  years, the procurement of
equipment and spare parts by key
agencies is

replacemant equipment, spare parts and
materials have been identified: (1)
the Miniatry of Health, (2) the
Ministry of Public Works (M%), (3)
the Electric Campmny (IRHE), (4) the

Garbage Collection Company (DIMA) (5)
the Water and Sewage Company (IDAAXN),

(6) the Sprems Court and Rblic
Ministry and, (7) the MNational
Institute of Telecamunications
(INTEL) .,

b) Commodities Procure-
nant Mechanisms

Government minis-
tries, agencies and institutions will
submit a list of requested comodities
to MIPPE. MIPFE will approve and
prioritize thess requests and will
submit the final approved list ¢to
A.I.D. With the exception of the
Ministry of Health, the adargancy
procurement will be carried out urder
A.I.D. direct procurement procedures,
and A.I.D. will be resronsible S
receiving A.I1.D. procured commodities
pricr to passing them to MIPPE for
distribution to  appropriate GOP
ministries, The Miniatry of ' Health
will procure their own ccamdities
under hoat counery procuremant
procedures and will receive advances




mis

anficrién y
adelantos . para su liquidacién sobre
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recibiran los for

una base periodicm.

c.

Mam e Instituciones

E:oc.'utctaa

this which will be liquidated on a

periodic basis.

C.

Imlemntigg Institutions and
Schedule

El Ministeric de Planiti- The Ministry of p and
cacién y Politica ca serd la Econcmic  Development will' be the
entidad ejecutora mrincipal, y el primry implemanting entity, . and the
Ministro de Planificacién y Pol{tica Minister of n and Eoonamic
Ecodmica  serd el  representante Policy will be the authorized
autorizado para este componente. Tal representative for this Component. Ag
como 86 requiere en las oondiciones required in the partinent ocordition
pertinentes previas en el Convenio de Precedent in the Grant t,
Donacidn, el MIPFE nambrard MIPPE wiunamaijoctMngu'
Mministradar dentro del MIPPE, para within MIPPE to cocrdinate
coardinar la ejecucidn del coxponente. implementation of the couponent.,

Programa _de Ejecucidn/Implementation Schedule
Fecha de Entidad
Terminacién/ Responsable/
, Corpletion Responsible
Actividad{hctivit‘f Date tity
3. Preparacién del Convenio de Doracidn
y Descripeidn del Proyecto/Preparation
of Grant Aqreement and Project
Description Feb, 25, 1990 AID/MIPPE
b. Firma do}. Convenio de Denacién oon

el 8igning of Grant Agreement

wimm. Mar. 5, 1990 AID/MIPPE
. Contratacidn de Asistencia Técnica/

Contracting Technical Assistance Mar. 15, 1990 AID
d. Adquisicidn del Producte/

Commodity Procuremsnt Mar. 15, 1990 AID/SPepM
e. Movilizacién del Contratista/ Contratista/

Contractor mobilization Mar 25, 1990  Contractor
f. Entreq del Producto/ Contratista/

Comodity delivery Mar.25, 1990 Contracter
D. Auditaria D. Audits

Revigiones de awiteria Limited audit and
limitada y auditoria financieras concurrent  financial audits of the



continuas de las institucianes
ejecutcras que reciben fondos bajo el
te de Asigtencia Temica
del seran dirig
mdiante un oontrato oon A.I.D. de
cantidad idefinida ocon una firm de
aditaria afiliada de los FEstados
Unidos. RIG/A/T serd nobrad el
cliente y proporcionari la supervigidn
de tales auditarias. las institucionecs
ejecutoras convienen en  ejecutar
cualesquiera recamendacianes Qe
resulten de las revisiones adjudicadas
ocmo wna condicidn para recibir £ ~dos
adicionales bajo el wrogram.

E. Métodos Procedinientos de
Finuncxamgmto

1o eiguiente proporcicma
informacién pertinente a los mnétodos
de ejecucidn y financiamientos
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institutions recei

implementing

funds under the Technical Assistance
and Commodit re 3 11l
be condue er an 1.0,

indefinite quanticy ocontract with a.
U.S. affiliated audit £irm. RIG/A/T
will be designated the client and will
provide supervision for such auditas.
The implementing institutions agree to
implement any " recammerdations
resulting from tha award surveys as a
cordition to receiring further funding

under the program,

E. Finnncigg Mochods and

Procedures

The following provides
information relating to the methods of
implementation and financing:

Metodo de Mitodo de
Ejecucién/ Financiamiento/
) Mathod of Method of Cantidad/
Renoicn/Item Isplementation Financing Anount

ASISTENCIA TECNICA/
TECHNICAL ASSISTANCE
Asistencia Ténica/  Contrato Directo/ Pago Directo/
Technical Assistance Direct Contract Direct Pay $ 905,000
IQC-Agistencia Tec~
nica a oorto plazo/  Contrato Directo/ Pago Directo/
I0C- short Term TA Direct Contract Direct Pay 150,000
Asistencia Tecnica
Financiera pars la
Administracidn de
las Compras/ Contrato Directo/ Pago Directo/
TA-Fin. Mgt Buy-in.  Direct Contract Direct Pay 200,000
Asistencia Ténica
MAninistracién de
Justicia - Conmpras/  Contrato Directo/ Pago Dicecto/
TA-AQT Buy-In Direet Contract Direct Pay 200,000
AUDITORIA/AUDIT
Serviciocs de
Auditoria/ Contrato Directo/ Pago Directo/
Audit Services Direct Contract Direct Pay 45,000
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BIENES/COMMODITIES

Corte Suprem, Carta de Ejecucidn Pago Directo/ 251,250
Miisterio Piblico y del Proyecto/Project o anticipa-

Ministerio de Salud/ Implementation Letter cién/Direct

Supreme Court, Pay With

Public Ministry, Advance

and Ministry of

Health

Todos los otros Adquisicién directa  Pago Directo/ 2,748,750
bienes/All other de la AID/AID Direct Direct Pay

Commodicies Procurement

TOTAL $4,500,000

F. Plan Financiero Iluserativo
“

Ia A.I.D. puede hacer, sin
el oconsentimiento escrito entrs las
partes, ajustes hasta del 15% a los
renglones dsl plan financiero del
(En 2l sigquiente plan, las
lineas de los renglones estin marcadas
a, b, ¢, etc., ms la aditor{a).

El costo total de este
componente es de $4.5 de los cuales
6l.5 nmillones scn para asistencia
tdnicm y $3.0 millones para los
servicios.

F. Illustrative Financial Plan
m

Adjustments of wp to 15% to
the line items in the financisl plan
in Table I may be mde by A.I,D,
without written agreement of the
Parties. (In the following plan, line
itens are all the lines marked a., b.,
C., etc., plus axdits.)

The total cost of thig
component is $4.5 million of which
$1.5 nmillion is for Technicml
Assistance and $3.0 million {8 for
Camodities.

CUADRO I/TARLE I
PLAN FINANGIERO/FINANCIAL PLAN
M

l. Asistencia Tacnica/Technical Assistance
M

a. J Asesares y Asistente Administrativo poT
cinco meses/Five-ronth adviscrs (3) and

administrative asat.

$ 300,000

D. Asistencia Técnicm a carto plazo (pusde
incluir IQCs)/Short-term Technical

Assistance (my include INCs)

605,000

c. Minimo separado para IQC's/Minimm Set

aside for IQC's

d. Financial Managemenr Buy~In
e. Administration of Justice Buy~In

2. Awditaria/Andic
3. Bienes/Commodities

150,000
200,000
200,000
§L.355, 000
45,000
$3,000,000

$4,500,000

Sub-Total
Sub~Total

Total

afted by:DChiriboga/PLapera;PR 2-06-90{351\ 2-07~90/2-08-90/MV/PR312-21~90

C. 1960A (SPANISH)/DOC, 1825A (ENGLISH



