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CONTINUED DAP VALIDITY

The Mission DAP remains valid and has been substantiaily
strengthened in the past year by the completion of sectoral
assessments of agriculture and health.

The macro economic picture remains basically unchanged with
updated figures presented in the Economic Trends Report
(A-196 of December 29, 1975) along with an overview on the
current economic and fiscal situation reported as PANAMA
2668 of April 15, 1976 and a report on Panama's Budget
1974-76 (A-75 of May 17, 1976).



Country/Program

Funding Levels for FY 1976, TQ, FY 1977, FY 1978

Food/Nutrition
Grants
Loans

Population/Health
Grants
Loans

(Population)
(Grants)
(Loans}

(Health)
ﬁGrants)
Loans}

Education
Grants l/
Loans

Section 106
Grants
Loans

HIGs

PL 480 Title 11

Panama

Summary Table I

($000)
Transition

FY 1976 Quarter FY 1977 FY 1978
354 395 270 550
4,000 7,000 12,500 10,000
585 138 615 547

6,000 3,500
(510) (128) {565) (497)
(75) (10) (50) {50)

(6,000) (3,500)
664 124 391 343

11,000
200 12 200 200
10,000
Totals

Grants 1,803 669 1,476 1,640
Loans 21,000 7,000 16,000 20,000

5,000
2,148

1/ Assumes transfer of funding of PVO OPG Project #177 to AID/W in T.Q.
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PANAMA L] 717 LA £3] | 525 7
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10, B TS TN, 16,
PROJEC i1, PROJECT TITLE GTR, |£aT, RERROPR) AR Y oA (7. SUDSETS (1w $000)
SEQUNE?C (.»0 CHARACTERS MAX | MUM) ;::. IQEEL ‘rtoq toPE I:«%y AY T0 ov Y Lor
Food & NLtrition
On?oing
0176 | Municipal Development 76| FN| 244 | L {4,000
0180 | Appiied Agric. Researchf1 | 80| FN| 211 IGC 300 300 900
0182 | Agriculture Dev. Supp. fI/1 |79 FN{ 299 [GC 220 200 620
0183 | Integrated Rural Dev. |1 77V FN| 200 L 7,000 (12,500
0000 | Technical Support 1/11 82| FN} 199 |GC 323 95 50 50 925
New
0184 |Land Rehabilitation 3 |78 FN| 239 | L 10,000
Educatioh & Human Resources
Ongoing
0164 |Training for Dev. 1/1 |78 1 EH| 601 JGC 259 109 341 293( 1,557
0177 |[Nonformal Education - peing transfierred |to AID/W ag LA Redional droject|in TQ
Plan Guaymi (PV0)
0179 |Education Sector 76 [ EH | 600 | L 11,000
0000 |Technical Support 1/1 182 | EH{| 699 &L 16 15 b0 50 356
Populatipn Planning & Health
(Ongoin
0%42 Population 3/3 178 | PH} 400 GC 510 128 565 4971 5,222
0181 Heaith Delivery Systems| 1 77 1 PH} 534 L 6,000 3,500
0000 |Technical Support 1/1 | 82 | PH| 599 [GC 75 10 50 50 435
Sectign 106
Ongoin
OiO[ Special Development
Activities 1/1 {82 |SD| 700 RC 50 7 50 50 824
0000 !Technical Support 1/1 182 |SD ] 799 fC 150 5 150 150 1,205
New
0185 {Urban Development -
Secondary Cities 4 [781SDI7°3 L 10,000¢
18, DaTE DoeuMeNT wi »n vy
RecEIVED
1 AIDW Lol l]

Alp 1330-7 (3-76)



NARRATIVE TO ONGOING GRANT BUDGET TABLES

Previously submitted FY 76 PAR submissions or
revised PROPs describe implementation progress;

no additional documentation is therefore included.
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FY 78 NEW PROJECTS AND ALTERNATIVE FUNDING LEVELS

Not applicable as no new grant funded activities

are projected to commence during FY 78.
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LONG RANGE LOAN PROGRAM PLAN*
{whole $ miTlions)

1979 1980 1981 1982
Food/Nutrition 20
Population/Health
(Population)
(Health)
Education
Section 106 20 20 20
Total 20 20 20 20
HIGs (non-add) 5 5 5 5

* The long range future of the A.I.D. program in Panama - indeed,
the entire U.S. presence in Panama - hinges upon the treaty ne-
gotiations currently underway. The levels of A.I.D. indicated
for FY-1979 through 1982 are purely illustrative and in no way
indicate firm project planning or even policy-level discussion
with the Government of Panama. To attempt further precision in
the face of countless variables is not, in the judgement of the
Country Team, a useful exercise.
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PL-480 TITLE II ASSISTANCE

Title II program requirements and levels through FY 1982 are those
projected by CARE and CARITAS, based on ongoing programs and esti-
mates of future program directions.

A. CARITAS

MCH and FFW programs are projected to continue at current reci-
pient levels during the five-year period.

B. CARE

CARE's OCF program, primarily benefiting children in orphanages
and hospitals, is projected to continue at present beneficiary
levels through 1982,

The school feeding program is being phased over from almost exclusive
dependency on imported PL-480 commodities to a program using
locally-produced foodstuffs. A key element in the phase-~over is the
CARE school garden and kitchen program through which the Ministry of
Education is developing the means to assume primary responsibility for
operating a national school feeding program. This phase-over program
has been accepted by the MOE and USAID, adequate funds have been pro-
grammed this year by the Panamanian Govermment, and we feel that if
the level of Title II in our AER is forthcoming the program can be
successfully carried out. Although recipients are projected through
FY 1982, USAID will be reviewing with CARE and the MOE the rate
at which the phase-over should take place.’

Pre—school school feeding and MCH beneficiaries will rise moderately
aver the period in conjunction with Ministry of Health plans to extend
its rural health outreach, with nutrition a key element, assisted by
the proposed FY 1976 AID Rural Health Delivery Systems loan. Expectant
and nursing mothers and their pre-school children receive PL-480 food
supplements at health posts. As the number of health posts are in-
creased under the loan, CARE proposes to program increased beneficiary
coverage through the posts with the active participation of local offi-
cials and people. CARE is also developing a FFW proposal to assist the
MOH 'in the construction of health posts, potable water systems and
community-oriented health and nutrition projects. Title IT commodities
would be provided to workers in these activities to supplement foods
produced in community gardens. This proposal is still in an early
stage, and recipients are included in the projections for illustrative
purposes. We will be defining over the coming months the linkages and
relationships between the new AID loan, MOH plans and the initiative
proposed by CARE.
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In summary, the Title II propram will continue to address priority
human needs and development with an emphasis on providing support

to MCH, FFW and the phase-over to L0O0%Z host-country support of the
school feeding activity. A commit:ee within the Mission was recently
established to facilitate the integration and program impact of

Title II with USAID activities in health and nutrition, education

and integrated rural development, The committee will be responsible
for developing benchmarks to measure  program achievement.



l. Country

PANAMA

20

PL-480 TITLE 11 FYy 1978

Sponsor's Name

CARE/FY 1978

A. Maternal and Child Health.v..vvesees....Total Recipients 32.9
No. of Recipients Name of (Thousands)
by Commodi ty Commodity KGS Dollars
32.0 CSH 522 245.3
32.0 SFRO 348 _88.2
Total MCH 870 333.5
B. School Feeding....ceveeesecceveanssesensTOtal Recipients 137.5
No. of Recipients Name of (Thousands)
by Commodity Commodity KGS Dollars
32,0 CSH 1497 703.6
32.0 SFRO 998 | 253.5
32.0 salad Ol _2h9 148.8
Total School Feeding 2744 1105.9
C. Other Child Feeding ccsessessseessesssss TOtal Recipients 7.0
No. of Recipients Name of (Thousands)
by Commodity Commodi ty KGS Dollars
7.0 CSM 114 53.6
7.0 SFRO 76 19.3
7.0 salad 0il 19 1.3
Total Other Child Feeding 209 8.2
D. Food for work.. L B B BRI BB B B '-......C.l'Tota] Recipients 5.0 -
No. of Recipients Name of (Thousands)
by Commodity Commodity KGS Dollars
5.0 CSM 91 Lh2.8
5.0 SFRO 91 23.1
5.0 Salad 0il 23 A3.7
5.0 SFBW 91 ‘18,6
5.0 s 91 243
Total FFW 387 122.5
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l. Country PANAMA

1978

Sponsor's Name CARE/FY
23,8 .

T

Pre=school Feeding....veeeseeseaessass..TOtal Recipients

E.
No. of Recipients Name of (Thousands)
by Commodity Commodi ty KGS Dollars
22.8 CSH 259 121.7
23.8 SFRO 172 43.9
23.8 ~ salad 0il i3 _25.6
L7k 191.2

Total Pre~school Feeding




PL-480 TITLE 11 FY 1979

. Country PANAMA

Sponsor's Name CARE/FY 1979

A. Maternal and Chjld Health.......cv......Total Recipients 35.0
No. of Recipients Name of {Thousai ds)
by Commodi ty Commodi ty KGS Dollars
15.0 CsH 571 268.4
35.0 SFRO 381 96,6
Total MCH 952 365.0
B. School Feeding.sivesssiesscaneescensna.TOtal Recipients 117.5
No. of Recipients Name of {Thousands)
by Commodity Commodi ty KGS Dollars
117.5 CSM 1279 601.2
117.5 SrRO 853 216.3
117.5 © Salad 0il 213 126.8
Total School Feeding 2345 9hk.3
C. Other Child Feeding..eevesseenseeesre.s Total Recipients 7.0
No. of Recipients Name of (Thousands)
by Commodity Commodity KGS Dollars
7.0 CS5M 114 53.6
7.0 SFRO | 76 19.3
7.0 Salad 0il 19 11,3
Total Other Child Feeding 209 8k.2
D. Food for work...-..l.i........'l...QICO.TOta] Recipients 5-5
No. of Recipiénts Name of (Thousands)
by Commodity Commodi ty KGS Dollars
5.5 CSM 100 Ly
5.5 SFRO 100 . 254
5.5 Salad 0i1 25 k9
5.5 SFBW 100 2014
5.5 WSB 100 26.6

Total FFW L2sg 134.3
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l. Country PANAMA
Sponsor's Name  CARE/FY 1979
E. Pre-school Feeding..ssseeecsssssasnsss...TOtal Recipients 29,8

No. of Recipients Name of : (Thousands)

by Commodity Commoxli ty KGS Dollars

29.8 CSM 324 152.3
29,8 SFRO 216 54.8
29,8 Salad 0il 54 32,1

Total Pre~school Feeding

59k 239.2
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PL-480 TITLE 11 FY 1980

l. Country PANAMA

Sponsor's Name

CARE/FY 1980

A. Maternal and Child Health........... ....Total Recipients 38.0
No. of Recipients Name of (Thousands}
by Commodity Commodi ty KGS Dollars
38.0 CSM 620 291.4
38.0 SFR0 Lih 105.0
Total MCH 1034 396 .54
B. School Feeding.....ieevesesecaces wse.s..Total Recipients 97.5
No. of Recipients Name of {Thousands)
by Commodity Commodi ty KGS Dollars
97.5 ' CSM 1051 4a8,7
97.5 SFRO 707 179.2
97.5 Salad 0il 177 105.4
Total School Feeding 1945 783.3
c' Other Child FeEdingo-ooolcononooo------ TOta] ReCEpients 7'0
No. of Recipients Name of {Thousands)
by Commodity Commodi ty KES Dollars
7.0 CSM 114 53.6
7.0 SFRO 76 19.3
7.0 Salad 0Oil _19 11.3
Total Other Child Feeding 209 84.2
D. Food for Work.e....eeuieseanseaanessnanasatOtal Recipients 6.0
No. of Recipients Name of (Thousands)
by Commodity Commodity KGS Doltlars
6.0 CSM 109 ' 1.2
6.0 SFRO 109 . 27.6
6.0 salad 0i1 27 16.1
6.0 SFBW 109 22,2
6.0 WSB 109 29.1
Total FFW

463 46,2



i. Country PANAMA

Sponsor's Name CARE/FY 1980

.

E. Pre-school FeedinNg.ceesecesesseseernsesTOtal Recipients 35 8
No. of Recipients Name of ‘ (Thousands)
by Commodity Commodi ty KGS Dollars
35.8 CSM 389 182.8
35.8 SFRO 259 65.7
35.8 salad 01 _65 38,7
Total Pre-school Feeding 713 287.2




PL-L80 TITLE 11 Fy 1981

l, Country_ _ PANAMA

Sponsor's Name CARE/FY 1981

A. Maternal and Child Health...............TOtal Recipients 42.0
No. of Recipients Name of {Thousands)
by Commodity - Commod i ty KGS Dollars
L2.0 . CSH 685 322,0
42,0 SFRO 457 115.9
Total MCH 1142 Lu8.1
B. School Feeding......ovovneerennens eeeese.TOtal Recipients 77.5
No. of Recipients Name of {Thousands)
bv Commodity Commodity KGS Dol lars
77.5 CSM 8y 396.7
77.5 SFRO 562 142.5
77.5 ' Salad 0il 141 . 83.9
Total School Feeding 1547 623.1
C. Other Child FeedingeseecesceansasesssssssTotal Recipients 7.0
No. of Recipients Name of (Thousands)
by Commodi ty Commodity KGS Dollars
7.0 CSM 11k 53.6
7.0 SFRO 76 19.3
7.0 Salad 0fl 1y 1.3
Total Other Child Feeding 209 84,2
D. Food -For work.'..............-..-.-..I.ITota] Recipients 6.6
No. of Recipients Name of (Thousands)
by Commodity Commodi ty KGS Dollars
6.6 CSM 120 56.4
6.6 SFRO 120 30.4
6.6 Saltad 0il 30 17.9
6.6 SFBW 120 2k .5
6.6 WSB 120 2.0

Total FFW 510 161.2



-2 -

l. Country PANAMA
Sponsor's Name  CARE/FY 198]
E. Pre-school Feedingsssesesneseesaessesse.TOtal Recipients 41.8

No. of Recipients Name of (.Thousands)

by Commodity Commodi ty KGS Doliars

L1.8 CSM Lsh 213.b
41.8 SFRO 303 76.9
L1.8 Salad Qit _16 45,2

Total Pre-schocl Feeding 833 335.5



PL-480 TITLE 11 Fy 1982

l. Country _ PANAMA

Sponsor's Name  CARE/FY 1982

A. Maternal and Child Health...veveuuessrn... Total Recipients 46,0
No. of Recipients Name of (Thousan ds)
by Commodity Commodi ty KGS Dollars
46,0 CSM 751
46.0 SFRO 501
Total MCH 1252
B. School Feeding......coveevcacecnceseassalotal Recipients 57.5
No. of Recipients Name of (Thousands)
by Commodity Commodi ty KGS Dollars
57.5 CSM 626
57.5 SFRO L7
57.5 Salad 0i} 1ok
Total School Feeding 1147
C. Other Child Feedingsseseerssasscassess...ToOtal Recipients 7.0
No. of Recipients Name of (Thousands)
by Commodity Commodi ty KGS Dollars
7.0 CSM 114
7.0 SFRO , 76
7.0 Salad 0il 19
Total Other Child Feeding 209
DI Food for work‘........l...l-l.......‘.‘.Tota] Recipients 7.0
No. of Recipients Name of (Thousands)
by Commodity Commodi ty KGS Dollars
7.0 CSM 127 60.0
7.0 SFRO 127 32.2
7.0 Salad 0il 32 19.1
7.0 SFBW 127 25.9
7.0 WSB 127 33.9
Total FFW 540 1711
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f. Country PANAMA

Sponsor's Name CARE/FY 1982

E. Pre-school Feeding....eseeeevesessssss.oTOtal Recipients

No. of Recipients Name of {Thousands)
by Commodity Commodity KGS Dollars
CSM 520 244 L
SFRO 346 87.7
Salad 0il 87 51.8
Total Pre-échoo} Feeding 953 383.9
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PL-L80 TITLE 1 FY 1978 - 1982

1. Country. _ PANAMA

Sponsor's Name _CRS/CARITAS _ FY 1978 = 1982

A, Maternal and Child Health.,...c.veeve....Total Recipients__ 6,200

No. of Recipients Name of (Thousands)
by Commodity Commodity KGS Dollars

6,200 _ SF Cornmeal 33.6 6.7
6, 200 SFRO 101.4 25.7
6,200 SF Bulgar 33.6 6.9
6,200 ICSH 67.7 23.8
6,200 Salad Gil 53.6 20.0

Total MCH 269.9 83.1

B. Food for Work.....ieeeivisnesnnavssnsssatotal Recipients 10,000

No. of Recipients Name of (Thousands)
by Commodity Commodity KGS Dollars
10,000 SF Cornmez] 16,4 32.5
10,000 SFRO 16.L k1.5
10,000 SF Bulgar 218.2 L5
10,000 CSM 163.0 76.9
10,000 salad 0il _5h.5 32.5

Total FFW L6g.2 227.9
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HOUSING INVESTMENT GUARANTEE

PID - Nuevo Chorrillo Housing Guarantee

On basis recently completed AID/W review
(STATE 106849 of May 2, 1976) of PID proposing
an FY 77 HIG to Nuevo Chorrillo Housing Cooper-
ative AID/W authorized preparation of PRP. HIG
activity in Panama is backstopped regionally
through USAID/Honduras, and PRP is being com-
pleted by regional technician currently in Panama.
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« COUNTR NUMJLR
PANAMA ]
5. PROJECT NUMBER (7 creiTs) | &, QUREAU/OFFICE Ts PROJECT TITLE {MaxiMuM 4O cHamacTERS)
@5- 0184 :I e ﬁ{‘"" Be 5;" [R’u‘aforestation and Resource Protection 7]
B, FROPOSED NEXT DOCUMENT 10, ESTIMATED COSTS S et
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" uses and protect water and downstream land resources and provide presently

marginal rural population with new, environmentally sound, employment and incog_g
earning opportunities,

16, PROJECT PURPOSE (mMaxtmum M80 cHARAGTERS)

[A. Create viable forest and resource conservation service capable of designing,)
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cially sound land and water resource management and reforestation programs through-
out the country. B, Reforest approximately five percent of presentily degraded
hill and mountain areas, initiate other watershed management practices in up to

Lég‘?ggra‘sérggd create a national park for tke low-income population of the metrod

IT. PLANNING RESCURCE REQUIREMENTS (ataff/funds) '
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20 man/months of consultants for PP (est. cost $100,000),
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PROJECT IDENTIFICATION DOCUMENT
PANAMA FY 78 - LOAN PROJECT
REFORESTATION AND RESOURCE PROTECTION

1, Summary of the Problem to be Addressed and the Proposed
Response to the Problem

a, The Problem

As explained in greater detail in the Agricultural Sector
Assessmeént submitted March 1, 1976, the entire Pacific watershed
of central and western Panama has a history of slash-and-burn
agriculture going back to the 19th century but which became
particularly acute during the present century as population pres-
sure increased. Virtually all forest cover has been removed from
this part of the country, thus exposing a wide band of land,
approximately 12,000 square kilometers or 16% of the total land area,
to serious soil degradation. In some parts erosion has become
irreversible, while in others it is threatening to become so, Ap-
proximately one half million hectares of land officially classified
as farm land - equivalent to 23% of the land in farms - are aFfected.l/

Partly for lack of other economic opportunities and partly
for cultural reasons (especially among the numerous Guaymi Indians
in the western part of the central cordillera) thousands of campe-
sino families are stili trying to eke out a living on these lands
through primitive cattle raising and subsistence agriculture, But
as these deqraded lands are alternately washed by the torrential
tropical monscon rains and parched by the five months~long dry
season, increasing numbers are abandoning these absolutely marginal
areas which, at best, spontaneously revert to some kind of tropical
jungle of no economic use to the country. In the worst areas,
severe erosion and the repeated burning over preclude natural
recovery of vegetation except perhaps over hundreds of years,

Increasing urbanization, integrated development of the more
productive agricultural lowlands including iand tenure reform, and
the creation of a new frontier in the Darien as the Pan-American
Highway penetrates, provide new opportunities for a certain propor-
tion of the inhabitants of the eroded cordillera, The spontaneous
migration from these areas, nevertheless, also exacerbates the
problem of marginal urban popuiation, However, for socio-cultural

1/ Forest destruction is still going on in other areas at an
estimated annual rate of 15,000 hectares.



reasons, and since Panama is not a :otalitarian society which
can forcibly remove entire populations from one area of the
country to another, opportunities must be found to employ the
remaining population productively in situ.

Removal of the forest cover from these vast areas of
the Pacific watershed is also seriocusly endangering the water
resources of the most densely populated area of Panama, I.e.,
the Pacific coast from Chiriqul to Panama City, The courses of
the rivers and streams are extremely short and their initial
gradients are quite steep, The lack of forest cover of course
seriously reduces the water retention capability of the soil in
the upper watersheds and leads to silting of the streambeds
lower down, This situation threatens future urban water supplies
as well as the country's potential for the generation of hydro-
electric power and for irrigation,

As in other tropical countries, the existing natural
forests are extremely heterogeneous, Moreover, most of the com-
merciatly valuable species in the more accessible areas of standing
natural forests on the Atlantic coast and in the Darien have
already been exploited. Thus, while 50% of the country's total
land area is covered by forest and @8% is considered of some
commercial value, forestry contributes only one percent to the
Panamanian qross national product. Exports of forest products in
1973 amounted to only $300,000, while imports of wood, wood
products, paper and pulp were valued at $20 million,

Probably because, until recently, the frontier seemed
virtually inexhaustible, and also because previous governments
had shown little concern for the development of the rural areas,
not to speak of resource conservation, there had been scant
public awareness of the increasing problem represented by the
soil degradation on the Pacific watershed and the economic
potential of these lands in terms of rational forest utillization.
There is 1ittle or no legisiation designed to avoid indiscriminate
resource destruction or to promote their rehabilitation, What
laws there are cannot be expected tc be applied for lack of
enforcement mechanisms, There are cnly six graduate foresters
in the entire country of whom only two work in the public sectorl/
and there are only seven formally trained middle-level forest tech-
nicians, The Faculty of Agronomy of the University of Panama does
not even have a Department of Forestry. The first school for

1/ One of them is the Director General of the Ministry of Agri-
~culture's Department of Natural Resources (RENARE - see below);
the other is Director of Regional Planning in the Ministry of
Planning and Economic Policy,
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middle-level technicians is just being created with hardly any
resources.

b. The Project

The conservation of soil and water resources over a
large portion of the central cordillera, combined with reforest-
ation of sultable areas with economically useful tree species for
lumber and pup production, will make a major contribution to the
long run strategy as outlined in the ten-year Perspective Agri-
cultural Plan (see Sector Assessment), The reforestation program
will take marginal land out of farming and ranching and rehabili-
tate these lands for resource protection and will provide a base
for the production of a new, environmentally sound, income stream
for the currently marginal population that will remain In the
areas concerned., Their levels of living will be raised, in the
short run, through their participation in the conservation and
reforestation activities, in the medium run through intreduction
of improved technology in subsistence, and subsequently market
oriented, farming on existing pockets of arable land, and in the
longer run through their participation in the income stream from
the production of the new forests, The long-term objectives to
which the project will also contribute include protection of
water and downstream land resources, lessening the nation's
dependence on imports of lumber, pulp and paper and perhaps
moving Into an export position and promoting industrialization,
with an eye to the growing world shortage of timber,

The principal project purpose is expected to be the v//
creation of a solid and capable forest and soil conservation
service staffed by adequately trained technicians and which will
have, by the end of the project, designed and initiated the
implementation of ecologically, technicaily, economically and
socially sound watershed management and reforestation sub~projects
in approximately 15 watersheds of the central cordillera,
inciuding creation of one multiple land-use national park to ,/
serve the low=income population of the metropolitan area. The
project will be designed to provide both the infrastructure and
impetus for a massive continuation of the effort, including the
capability for protecting and managing other degradation-prone
areas, especially the remaining virgin forests,

Preliminary estimates of project inputs include approx-
imately 15 man-years of technical assistance and 50 man-years of ¥
external and in-country training, They will also include earth-
moving equipment, vehicles, measuring and surveying equipment and
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seeds, as well as such contributions to cperating costs as
cannot be met by the host country budget., In the case of the
national park, all investments will be included,

in view of the grossly inadequate institutional
framework and availability of trained manpower, it is estimated
that the disbursement period of the project will be five years,
This will provide an opportunity for devoting the first year of
implementation of the project largely to training of host country
personnel and to technical assistance for In-country training
and for surveys and planning of sub=project areas,

Estimated annual labor requirements are for approximately
180,000 man/days during the five-month dry season, equivalent to
about 1,500 workers. As regards ultimate beneficiaries, it is
expected that 15 hectares of forest land in full production will
provide a target family income of at least $1500 per year. Hence,
total ultimate direct beneficiaries will be about 50097, Immediate
social and economic benefits to the population in the areas
concerned would consist of salaries that would substantially
exceed the going wage in these remote and unproductive areas
when there is salaried work available, even if they were not
paid at the full minimum rural wage of presently $3 per day,

The five-year project itself will of course not be
expected to be self-financing, However, over the life of the
full reforestation program, it is expected that in the case of
pine plantations, some returns will accrue beginning in year 6
and full returns at year 20, A pre-feasibility study for one
12,000-hectare sub-project, which assumes full harvest beglinning
with year 16 and which is based on 6C% plantation of coniferous
species yielding income beginning with years 10 to 15, and L0%
broad-leaf woods with slower maturity, is projected to yleld a
positive rate of return of 14%, with cash flow discounted at
10% and where cost included an assumed 10% interest rate on
borrowing, These projections do not include technical assistance
and training costs, on the one hand; on the other hand they do
not include estimates of economic and social benefits derived
from resource conservation and recreational land use,

c. Major Assumptions
Major assumptions for project success are of course In

the first place a growing and explicit top-level government com-
mitment to the resource protection-reforestation program as an



integral component of its long-term development strategy.
Moreover, the project may require the enactment and implemen=-
tation of new legisliation,

A new awareness of the growing need for resource
conservation, protection and rehabilitation is becoming
evident in Papama, For example, the entire watershed of the
recently completed Bayano hydroelectric reserveir has been
declared a protected area, All private farm land was expro-
priated and no private farming or ranching activity will be
allowed in the watershed, A master plan already exists for
regional development, including conservation measures, for the
Panama Canal and Lake Madden watersheds (the lattern partially
comprised within the Canal Zone,is the source for the water
supply for the city of Panamd. A forest reserve is being
gradually created in a partially degraded area around the
small lake of La Yeguada in the central cordillera, and a
number of small scale reforestation projects are under way,
some of them combined with improvements in subsistence farming
on pockets of level land, AIll these activities (in addition to
a pumber of others such as irrigation, inland fisheries and
soil conservation) are the responsibility of RENARE, the
Department of Renewable Natural Resources of the Ministry of
Agricultural Development, With its small technical staff and
very limited resources }/ it had reforested over 2,200 hectares
in five different locations by the end of 1974k and had produced
nearly 600,000 tree seedlings from four nurseries in 1975, Ad-
ditional massive reforestation with Caribbean pine on 700
hectares was programmed for the second half of 1975.

The most important donor activity in this field is
represented by the comprehensive forest inventory completed by
FAO in 1973 (FO:SF/PAN 6) which, together with the rural cadaster
completed in 1970 with AID fipancing, provides a sound information
base for both forest utilization and reforestation activities,

In addition to technical matters, the FAO report includes a
volume on policy, legisiation and forest administration, Ad-
ditional technical assistance was provided by FAO for six weeks
in 1974=75 in the now completed plans for management and

1/ 1976 budget: $405,000 for investments and $450,000 for
operating expenses,
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development of the Altos de Campana national park and the La
Yeguada forest reserve {both based on multiple land use criteria),
FAQ, partly in conjunction with SIDA and the Government of Finland,
has also provided 14 weeks of exterral training in forest develop-
ment planning and forest inventory, and recently sponsored the
participation of two technicians In a four-week workshop in
Guatemala on management of wilderness areas. Three months of
training in Canada, US and Mexico in administration of netional
parks was provided jointly by AID ard the Rockefeller Brothers
Fund, The Inter-American Institute of Agricultural Sciences (II1CA)
sponsored a one-week course on manacement of watersheds in Papama,

A specialist in watershed management is expected to be
assigned permanently to tne [ICA Mission {n Panama beginning on
July 1, 1976,

The UNDP's new five-year program includes a possible
project beginning in 1978 in wood products utilization, which
will probably concentrate mostly on pre-feasibility studies,

The AID Mission provided in 1975 a total of 6 weeks of
intensive technical assistance in smrall scale soil conservation
practices by Mr. John Phelan, former head of the Englneering
Division of the U.S. Soil Conservation Service, which is being
followed up with several months of external training and
observation for two participants.

Three of the integrated rural development impact area
projects proposed for loan financing in the TQ and FY 77 - in
the Azuero peninsula - will have important reforestation, water-
shed management and resource protection components, The experience
being gained by Panamanian technicians in the design and initial
implementation of these projects, and the technical assistance
and training to be provided under these loans, are expected to
enhance institutional and technical capability in these fields
SO as to guarantee a greater degree of viability to the proposed
FY 78 project, at the same time as they will bring into sharper
focus the specific technical and institutional constraints to
be addressed by the latter,

d. Financial Requirements
The project will comprise the reforestation of approx-

imately 75,000 hectares in the 15 different sub-project areas,
as the first installment in @ massive reforestation effort, At
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an average projected cost of investments and operating expend-
itures of approximately $250 per hectare, total direct project
cost is estimated to amount to $20 million, of which 510
million would be provided by the Government of Panama and $10
million in the form of an AID loan. The project will include
approximately 15 man-years of technical assistance for a total
estimated cost of $900,000 and approximately 50 man-years of
medium and short-term external training for a total estimated
cost of approximately $400,000,

Approximately 36% of the cost of each sub-project
{except the national park sub-project) would be represented by
personal services, buildings and land acquisition, ail of which
would be funded from GOP counterpart,

The total cost of the Altos de Campana national park
is estimated to be about $650,000,

e, Resources required for PRP and PP preparation,

For PRP (Due October 1976):

Specialty Timing Weeks Estimated Cost
Tropical Forester and
Watershed Management 8/1 - 9/30 b $ 5,000
Forest Economist 8/1 - 9/30 L 5,000
TOY Loan Officer 9/21 - 10/15 3 -
Total: H $10,000

For PP (Due FY 78):

Various specialists such as Tropical Forester, Water-
shed and Multiple Land Use Specialist, Soil Conservationist,
Forest Economist, for a total of 20 man/months and $100, 000,
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PROJECT IDENTIFICATION DOCUMENT
URBAN DEVELOPMENT - SECONDARY CITIES

Summary of the Problem to be Addressed and Initial GOP Response

The structural development of Panama is a classical illustration
of a dualistic economy: a modern sector concentrated in the metro-
politan area, particularly in the cities of Panama and Colon, at both
extremes of the interoceanic canal, and a more traditional sector in
the rest of the country.

A diagnosis of the development experiences of the country, from
a2 regional point of view, has established four basic characteristics:

1. The metropolitan region has had a disproportionate growth
with respect to the rest of the country mainly as a direct
consequence of its geographic location and the location of
the canal.

2. Substantial resources from the traditional sector are ab-
sorbed by the metropolitan area without a corresponding
level of benefits, due to the great attraction which the
latter exerts as a result of its special characteristics.

3. Parallel to the above, enough evidence exists to show that
development in the traditional sector induced by the modern
sector in the metropolitan area has generally been inefficient
and insufficient in compariscn with its own development.

4. There are substantial natural resources in the traditional
sector which have not been developed to any great extent.

In addition, the economic base of that part of the country ocutside
of the Metropolitan Area is predominantly tied to agricultural activ-
ijties. Yet, there are important segments of this area which are in
subsistence agriculture and are not effectively incorporated into the
market economy. This suggests, therefore, that possible solutions
should emphasize the need to define and develop a market and service
role for selected rural centers which would stimulate the incorporation
of large segments of the traditional sector into the market economy and
at the same time strengthen the linkages between these and the more
developed urban centers.

Based on the above, the GOP has developed a strategy for regional
development with the twin objectives of stimulating the growth and
overall development of the traditional sector while at the same time
minimizing the gap created by the disproportionate development in the
metropolitan area through a more rational use of the resources generated
in this area for the benefit of the whole country.
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To accomplish these objectives the GOP has regionalized the country
for planning purposes, adopted overall guiding principles, outlined
global policies for each region and identified specific regional programs
which it is now in the process of developing. These are summarized as
follows:

1. Planning Regions Established by the GOP (See Map 1)

a. The Eastern Region: Includes the province of Darién, the
San Blas area and eastern portions of the provinces of
Panamd and Colén.

b. The Metropolitan Region: Includes areas of the provinces
of Panam@ and Ccldn bordering the Canal Zone.

c. The Central Region: Incluides the western areas of the
provinces of Paramd and Col0n, the provinces of Coclé,
Veraguas, Herrera and Los 3antos.

d. The Western Region: Includes the provinces of Chiriquf
and Bocas del Tcro.

These regions have been established for planning purposes and
are not considered implementing units. For implementing pur-
poses an institutional and operating apparatus as well as a
legal base would be required.

2. Guiding Principles

The guiding principles reflect the results of an evaluation

of alternative courses of action which takes into consideration
the probable long-term evolution of the country's development
process and of its institutions. These are:

&. Increase the responsibilities and participation of the
government in the regional development process.

b, Stimulate increased popular participation in the process.

c. Improve the interrelationships and establish a more rational
balance between the development of the rural areas and the
strengthening of growth and service centers outside of the
Metropolitan Region.

d. Combine in an effective and harmonious manner the expansion
of activities in the Metropolitan Region with the creation
of new and additional activities in the other regions.
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Create the mechanisms which wculd reasonably assure major
benefits to the regions in which natural resources are
developed.

Coordinate the activities of the government which favor
people (education, health and housing) with those which
favor_ geographic lacations {rcads, construction and em-
ployment generation).

Regional Policies

The global policies outlined for each of the four regions are
the result of an evaluation of the structural and functional
relationships of the spatial and regional systems of the
country. Their adoption and implementation is expected to
produce a transformation designed to achieve the conditions
defined in the objectives and within the framework of the
guiding principles.. The policies are:

a.

Eastern Region: A policy of controlled colonization and

integration has bean enunciated for this region. This
policy reflects th2 need to develop the natural resources
of the region rationally and to direct and control the
colonization process within the area. In addition, the
GOP will seek to integrate the San Blas area with the rest
of the country physically, economically and culturally.

Metropolitan Regijon: The policies for this region can be
summarized as controlled growth and spatial rationaliza-
tion. They respond to the need to maintain a certain
degree of equilibrium in the development of this region
relative to the otners, particularly the Central and
Western Regions. It is projected that from this region
resource surpluses will be channeled into the other
regions,

Central and Western Regions: The policies for these re-
gions may be stated as the development of growth and

service centers in the rural areas and a greater concentra-
tion of the population around them. These policies reflect
the need to link the agriculturally based economy of the
region to sectors of more dynamic growth and the establish-
ment of stronger linkages between the rural and urban areas.

Specific Regional Programs

Among the specific regional programs identified by the GOP and
which are currently being developed are: {a) the Integrated
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Rural Development Program (PRINDER) and (b) the Integrated
Urban Systems Development Program (URBE).

The PRINDER program is a combined effort of the various GCP
sectoral programs and policies with the purposes of increas-

ing the production and productivity as well as improving the
standard of 1iving of the population in specific underdeveloped,
rural poverty areas of the country with a relatively high
resource development potential.

The URBE program will provide substantial public investments
in potential growth and service centers in order to attract
both private investment and surplus farm labor to semi-urban
areas in the provinces. It seeks to incorporate the more
marginal areas into the development process by establishing
and strengthening linkages between them and their nearest
urban centers in the belief that each will contribute more to
each other's economic and social development. Operationally,
it means concentrating development efforts on specific geo-
graphic areas to achieve greater impact rather than dispersing
such efforts throughout the country.

This program is being designed to improve the economic and
social infrastructure of the cities of David and Chitré -
Los Santos, identified by the GOP as potential growth centers,
as well as Santiago, Aguadulce, Penonomé, La Concepcibn, Bo-
quete, Puerto Armuelles, Las Tablas and Sond earmarked for
development as service centers. The GOP defines a potential
growth center as a rural town with a relatively diversified
economic base and with the potential for a substantial increase
in manufacturing activities; also present is the potential for
generating surpluses which can be channeled into their hinter-
lands. A service center is a generally smaller rural town with
an economic base associated primarily with agriculture but
suitable as a focal point for the provision of public and
private services (health, education, technical assistance,
marketing, etc.) to the rural areas within its sphere of in-
fluence. The service center will serve as an intermediate
gontact point 1inking the growth certers with the rural hinter-
and.

Preliminary .Description of the Project

The Project which constitutes the first phase of the URBE Program,
will concentrate resources in the two areas identified by the GOP as
potential growth centers: the city of David and the twin cities of
Chitré-Los Santos. Resources will also be made available to the towns
of Las Tablas and Concepcifn identified as potential service centers.
Both are located almost geographically mid-way between the selected
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growth centers and the first =wo areas scheduled for development under
the PRINDER program: The Tonosi Valley, to be developed with AID assist-
ance, and the District of Renacimiento with IDB assistance. (See Map 2)
Specific public investment in the growth centers would include:
(a} Improvement and expansion of potable water and sewer systems;
(b} physicatl and spatial planning;

(¢c) environmental sanitation:

(d) construction and improvement of transporfation, marketing
and agricultural processing facilities;

(e) establishment of orientation and training facilities for
rural migrants;

(f} 1increase and improvement of e1ectficity generating and
distribution capacity.

While at this time sufficient information is available to indicate
that considerable resources will be invested in the above listed areas,
development of these components has not yet reached the stage whereby
preliminary cost estimates can be made.

Financial Requirements

This phase of the URBE Program, i.e., the two growth centers and
possibly two service centers, will require financial resocurces estimated
at about $20.0 million. The GOP has recuested loan financing in the
amount of $10.0 million.

Development of the Project

It is envisioned that the URBE Project will be developed by an
inter-ministerial task force similar to the one established for the
development of the PRINDER Project. Participating ministries would in-
¢lude but not necessarily be Timited to:

1. The Ministry of Planning and Economic Policy
2. The Ministry of Housing

3. The Ministry of Commaerce and Irdustry

4. The Ministry of Agricultural Development

In addition, the alcaldes (or their representatives) of the muni-
cipios of David, Chitré, Los Santos, Las Tablas and Concepcidn may be
participants.
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To date the Ministry of Planning énd Economic Policy has been the
responsible agency for initial development of the Project, with sub-
stantial inputs from the Ministry of Hcusing., The Ministry of Planning
has also worked with the PRINDER task force and the Ministries of Com-
merce and Industry and Agriculture Development mainly with respect to
the identification and possible locaticns of agribusinesses, industrial
and commercial activities in the growth centers.

As a result of this joint effort, preliminary diagnoses of both
growth centers as well as the towns of Aguadulce and Santiago have been
completed. These diagnoses have indicated the physical, economic and
social infrastructural needs of these cities and towns. In addition,
preliminary outlines of master plans for the physical planning of these
centers have been developed.

Prior to the submission of the PRP the task force will develop pre-
liminary plans which will contain preliminary descriptions and quantifi-
cation of the Project's inputs and outputs. It will also prepare a
preliminary financial plan and determine the type and duration of tech-
nical assistance and training required for implementation of the Project.

Finally, a determination will be made concerning the appropriate
mechanism for project implementation. A review of institutions with the
capability and experience for implementing the project will be made. A
preference for the selection of an ICI as the Project implementing agency
has been indicated.

A PRP will be submitted by October 31, 1976. Subject to the approval
of the PRP, a Project Paper would be submitted during FY 1978.

Required AID Resources for PRP and PP Preparation

Assuming approval of the PID, the Mission will require for the pre-
paration of the PRP the assitztance of an urban planner to review and in-
dependently assess progress to date. The consultant will also recommend
what additional inputs, from a technical point of view, would be required.
Given the existing available resources, the consultant will also recom-
mend what additional expertise would be required and the best alternatives
for organizing the available resources in order to accomplish the task.

He will also assist in the preparation of a time-phased action plan.

The services of the consultant will be required initially for three
weeks during the month of Jure, 1976. The need for further TDY assist-
ance will be determined subsequent to tnis additional visit.

Required resources for preparation of the Project Paper will be
subject to the recommendatiors of the consultant.
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