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FOREWORD

The Regional volumes provide additional program and project data relating to the FY 1969 Congressional Presentation of the Agency for
International Development.

Country Data--The following narratives and tables have been included for each country as applicable:

NARRATIVE AND FISCAL SUMMARY OF COUNTRY PROGRAM--~Narrative to provide a framework for the current and proposed A.I.D. program
in the country; Program Summary table by funding category for FYs 1967-1969.

Table II --SUMMARY OF PROGRAM BY FUNCTION--project and program assistance for FYs 1967-1969, by major cost component and method
of financing; related personnel and participant data. This table is prepared for selected countries.

Table III--PROJECT DATA--Status of individual projects: for each project for which FY 1969 obligations are proposed. This
table is prepared for selected countries.

Table IV --PROJECT DATA SUMMARY

For countries other than those designated as selected, used to list:
(a) projects with 6/30/67 unliquidated obligations;
(b) new projects started or planned to be started in FY 1968 with estimated unliquidated balances on 6/30/68; or
(¢) projects requiring FY 1969 funding.

For selected countries, used to list:
(a) projects for which Table IIIs are not prepared, but which have 6/30/67 unliquidated obligations; or
(t) projects started or planned to be started in FY 1968 for which no Table IIIs are prepared, but which will

have an estimated unliquidated balance on 6/30/68.

Table IVa--DESCRIPTION OF NEW FY 1969 PROJECTS--This table is used to provide a brief description of projects footnoted on
Table IV as new in FY 1969.

Table V --STATUS OF DEVELOPMENT IOANS--loan status of individual, authorized Development Loans and Alliance for Progress Loans
which had not been fully disbursed as of December 31, 1967; descriptive narrative focusing on implementation, with
specific emphasis on measurements of progress related thereto. This table is prepared for selected countries.

Table VI --STATUS OF DEVELOPMENT LOANS SUMMARY-~This table is used for countries other than selected countries to summarize for
each country thne fiscal data on individual Development Loans and Alliance for Progress Loans which had not been fully
disbursed as of 12/31/67.

Regional Data--The following two tables provide data at the regional level:
a. Table II--Summary of Program by Function
b. Summary of Status of Development Loans
World-Wide Data--A separate volume with the sub-title "World-Wide Surmaries and Program Support Activities"” contains a world-wide

section in which entries on the Regional Summaries are summarized on & world-wide basis. This voelume also contains other world-wide
data, program support and interregional activities information, and the Section 63k(d} report for FY 1968.
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ALLTANCE FOR PROGRESS REGIONAL SUMMARY

FY 1969 PROGRAM

(Thousands of Dollars)

Type of Assistance

Alliance for Progress

Country Total :up‘po:ting
Technical ssistance
Loans | ,gsistance
LATIN AMERICA
TOTAL. &« « & « + & $707,665] $567,165] $118,000 22,500
Contribution to Inter-

American Org. « . . « . 19, 100 - 19, 100 -
Regional Programs., . 15, 630 5,000 10, 690 -
Partners of the Alliance 500 — 500 —
Argentina, 1,900 - 1,90C -
Bolivia. 33,100 29,000 4,100 -
Brazil . 214,600 200,000 14,600 -
CENTRAL AMERICAN

ECONOMIC COMMUNITY:

ROCAP. . 29,0C0 25,000 4,000 -

Costa Rica . . . 6, 700 5,000 I, 700 -

El Salvador. 10, 400 8,000 2,400 —_

Guatemal a. 12,700 10,000 2,700 —

Honduras . . 10, 200 8,000 2, 300 -

Nicaragua, . « + . . l4,200 12,000 2,200 -
Chile. 83,000 8C, 000 3,000 —
Colombia . PPN 95, 100 90, 000 5, 100 -
Dominican Republic . 55, 400 30,000 5, 400 20,000
Ecuador, 4,900 2,000 2,900 -_—
Guyana . 8, 500 7,000 1,500 —
Haiti. 2,500 - - 2,500
Mexico . 180 - 180 —_
Panama . . 13,200 10, 000 3, 200 —
Paraguay . . . . . . 7, 300 5,000 2, 300 -
Peru . 35, 500 30,000 5, 500 —
Uruguay. . 7, 100 5,000 2, 100 —
Venezuela. . . ., I, 100 —_— I, 100 -
Jamaica. 1,000 —_— 1,000 —~—
East Caribbean Regional

Programs. N 6, 100 6,000 100 —_
Program Support, !nter-

Regional Activities,

Research, & Sec.,2!1(d} - 18, 595 165 -—

18, 430

", .if our rhetoric is not followed by action,

we shall fail not only the Americans of this gen-
eration, but hundreds of millions to come. .I speak
to you as a ready partner in that effort. I repre-
sent a nation committed by history, by national
interest and by simple friendship to the cause of
progress in Latin America. L

President Lyndon B. Johnson to the
Presidents of the American Republics
at Punta del Este, April 13, 1967

THE ALLIANCE TO DATE--
Accomplishments and Remaining Problems

Historians of the future will divide the Alliance into three
main phases,

First was the organization and mobilization phase. The countries
of the hemisphere had to agree on the nature of their problems
and how the goals of the Alliance would be expressed in con-~
crete actions. They had to mobilize their resources--in money,
manpower and will--and, at the same time, deal with serious
distortions which impeded economic and social growth: chronic
hyperinflation, heavy debt burdens, balance-of-payments
difficulties, and political opposition of established power
groups who opposed change and reform as a threat to their
interests. These problems are still with us to one degree or
another, but Latin America now has a much better understanding
of the measures necessary to attack them, and, in most instances,
the problems now seem manageable.

Phase II of the Alliance began with the April 1967 Summit meet-
ing of the Presidents of America in Punta del Este. This is

the phase in which economic development begins to be egualed

by intensity of effort in social and pelitical development: re-
form and modernization of basic institutions. The Alliance in
this period will move to achieve the newly-focused goals with
specific programs for the modernization of rural life and
agriculture, improvement in the substance of educational train-
ing, and the more effective utilization of science and technology.
In Phase II, the ordinary man will begin to see, from his own
experience, that the Alliance does give clear promise of making
his own 1life and those of his children more assured of the
benefits of modernization. Finally, in Phase II the essential
preconditions will be met for the final phase--economic inte-
gration.
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At Punta del Este in April 1967, the Presidents set a tim:table
for this Phase III, the integration of the market economies of
the developing countries of the Western Hemisphere, The expecta-
tion is that of a fully-integrated Latin America (plus an
English-speaking Caribbean America), which will bring the
developing countries to the stage where concessional U.3, capital
assistance will no longer be necessary to maintain the course of
economic development and stability. Beyond that, the great iSsues
of social justice and political democracy will be well on their
way to solutions compatible with the national wills of the
péoples of the countries themselves. Finally, in Phase III,

the American states to the south of the United States, through
their new unity and success, will have achieved an equal footing
with the United States and other world units, thus reducing
greatly a major socio-psychological problem in our neighbor re-
lations in the Home Hemisphere: the overwhelming preponderance
of the United States.

The first phase of the Alliance for Progress has drawn to a close
on a note of rededication to the principles and objectives of

the Charter of Punta del Este. It has closed, also, with a
recognition that while progress over the past six years has been
substantial, the next five or six years must see greater and fast-
er progress, particularly in agriculture, education, science and
economic integration.

Overall Ec nomic Growth

During the past four years (196L4-1967) per capita gross national
product in Iatin America has grown by an average of 2.2% per
year. This compares favorably with a less than 1% average per

capita.growth for the first two years of the Alliance (1962-1963)--

but it is still below the original target of 2.5% set at Punta
del Lste.

During 1967, it is estimated that Latin America's per capita GNP
rose 1.9%= -an increase from the 1.3% rise registered in 1966.

The critical interplay between population and income growth is
reflected in the per capita GNP levels. With population grow-
ing at an average rate close to 3% the regional GNP must grow
by 5%% to meet the -original Alliance goal. The very creditable
30% increase in total GNP for the region since 1961 has produced
a relatively modest growth rate; per capita growth would have
met the Alliance target if the increase in population could have
been held to 2% per year.

The regional average covers a variety of individual country
trends for 1967. TFour republics met or exceeded the target per
capita growth rate: Panama with 6.1%; Bolivia, 3.8%; Mexico,
3.5%; and Ecuador, 2.5%. Three major countries--Brazil,
Argentina, and Venezuela--improved over last year's performance.
Reflecting a recovery in agricultural production, the 1967
Brazilian GNP rose by more than 5% for the first time since 1962.
Conversely, the economies of the five Central American Common
Market countries slowed in 1967 after five years of highly satis-
factory growth rates averaging 6% a year.

Gross Investment

Latin Republics in 1967 increased by $1.2 billion their gross
investment in the Alliance for Progress. This raised their
annual level to $18 billion, or 18% of their GNP, Cumulative
investment from 1961-1967 was $115 billion. <At least 88 percent
was financed by the Latin countries themselves. External
financing and private foreign investment, including U.S. assis-
tance, account for the remaining 12%.

From 1961-to 1967 the United States Government committed a total
of $7.9 billion, thus averaging more than $1 billion a year. The
inputs were through A.I.D. ($3.6 billion), P. L. L80 ($1.1
billion), EX~IM Bank ($1.5 billion), and other programs,
principally the Inter-American Development Bank (IDB) Social
Progress Trust Fund and U.S. contributions to the IDB's Fund

for Special Operations ($1.7 billion).

Otner sources of external financing for Latin America totaled

sbout $6 billion. This includes funds from the international
agencies (exclusive of the Special Operations Fund), net foreign
private investment, and aid from other developed countries, princi-
pally the member countries of the Development Assistance Committee.

Trade And Development

During 1967 export earnings by the Latin American countries
failed to register any increase for the first time since 1961.
This follows a slow-down in world trade, which is estimated

to have increased only 3% in 1967--a decline from the 9.5%
rate of growth in 1966. For latin America, regional increases
in exports have fluctuated from a high of 7.3% in 1964 to a
low of minus 1.0% in 1967, yielding an average annual increase

from 1961 to 1966 of 6.4%.

The lack of increase in Latin American exports in 1967 is due
in large measure to declining prices of some major Latin

44»""*-
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American export commodities, and to adverse weather conditions
which have limited growth in production of other commodities.

A 7% decline in the price of coffee--a product which constitutes
roughly 15% of the export value for the region--has cost the
region export earnings amounting to over $100 million. This has
adversely affected both the growth rates and international re-
serve positions of Brazil, Colombia and Central America. Moreover,
while cotton prices improved, drought conditions in Mexico caused
substantial losses in export earnings.

There is some evidence that regional capital inflows, including
the Alliance for Progress, may have enabled imports to continue
at an acceptable level. Nevertheless, the stagnation of exports
poses a serious obstacle to future growth and development pro-
spects in Latin America. Some improvement is expected in

1968, but so long as the region is so heavily dependent on world
price trends of a small group of export commodities, Latin
American exports will remain vulnerable, and economies will be
subject to fluctuations in exchange earnings which will lead to
periodic trade and exchange restrictions detrimental to growth.
The urgency becomes starkly apparent for programs to help diver-
sify further the production and export of agricultural and
industrial goods, and further, to facilitate economic integration
to develop and expand markets.

Inflation and Stabilization

By the end of 1967, those Latin American countries plagued by
inflation were according top priority to some form of stabiliza-
tion program. The results of these efforts have been praiseworthy.
In Chile the rate of price increase has been reduced from 39%

in 1964 to 22% in 1967 as a result of monetary and fiscal re-
forms. In Brazil, where prices were increasing at an annual rate
of 140% just prior to the 1964 revolution, the rise in cost of
living was held to 25% in 1967. Efforts are continuing to elim-
inate Brazil's federal budget deficit, and to maintain non-
inflationary credit and wage policies and a realistic exchange
rate. In Colombia, where inflation reached 14-15% in the 1965-
1966 period, the cost of living increase in 1967 was on the

order of 7%. Uruguay is just now entering a belt-tightening
stabilization program which seeks to reduce inflation from the
recent annual rate of about 130% to about 50% during 1968.

Ahead lies the task of maintaining control over inflation, and
at the same time, bringing about the needed growth and structural
change that will prevent its resumption in the future. The

ultimate sucess of these efforts will depend, not only on
continued self-help, but on sufficient amounts of external
assistance,

Tax Reform

Latin governments themselves must raise a large share of the
funds fo finance the services and facilities that more ad-
vanced economies require. This can sometimes be done partly
through reducing non-essential expenditure. For the most
part, however, revenues have to be raised by revising and
increasing taxation and by improving collections through an
overhaul of tax administrations. :

Progress in this area, particularly in raising tax revenues,
has been good. From 1961 through 1966, central government
domestic revenues of 17 Tatin American countries rose 37% in
real terms. Domestic revenue gains in 6 countires reached 50%
from 1961 through 1966, while 8 others had increases of 26% or
more. Over the same period, current expenditures as a whole
grew only 1% in real terms.

For Latin America as a whole, indications are that increased
revenues already have contributed to development. Annual
central government capital outlay increased from 1961 to 1966
by about 29% for the region as a whole, and by 37% excluding
Argentina. From 1963 to 1966, central government expenditure
on agriculture increased 33%, and on education 31%. All these
trends mark a steady improvement in the allocation of growing
public resources.

The largest external contribution to tax administration re-
form in Iatin America comes from the A.I.D,-sponsored

Internal Revenue Service (IRS) programs. As of this date,
there are 60 IRS specialists working on teams in 16 countries,
including a regional group for the Central American Republics.
By the end of FY 1968, about $8 million will have been invested
in this effort.

Chile's progress illustrates what better tax administration can
do. Legislation, surveys, improvement of administrative pro-
cedures and a number of other new measures have meant greatly
improved collections of new and delinquent taxes. Tax collec-
tions rose in real terms from the equivalent of $500 million in
1961 to $780 million in 1966--a 56% increase. A property tax
survey, and follow-up adjustment in taxes, resulted in a 577%
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increase in urban assessments and a th% increase in rurel assess-
ments. Reorganization of Chile's tax agency has helped boost the
collections of delinquent taxes 88% from 1965 to 1966, and reduce
the collection time on delinquent taxes from as much as three
years to an average of 66 days.

Further Action Necessary

A1l these measures are important manifestations of the underlying
structural change going on in Latin America.

Measures to increase taxation and curtail chronic inflation may
sound far removed from the battlefield of social progress. Yet,
too often in the past the demand for new programs and social
services to benefit the great mass of Latin Americans have been
resisted by the entrenched power groups when faced with increased
taxes.

Thus, on occasion, governments have resorted to inflationary
financing to support these programs. The cruel irony is that the
resulting inflation hits hardest at the lower socio-economic
levels.
to support larger programs in such areas, the benefits as well as
the responsibilities of development become more equitably
distributed.

The accelerated pace of change and development in Latin America,
while of real benefit to more and more people each year, is not
yet enough to set off a chain reaction of self-sustaining growth
in most countries. Economic growth has been too slow to provide
new jobs as fast as people enter the labor market. Unemployment
promises to be more formidable in the future, as the 47% of Latin
Americans now under the age of 15 begin to look for work.

The migration from rural areas to the cities, adding to

the normal growth of population, is swamping urban abilities to
provide housing, schools, health facilities, transportation and,
above all, jobs. Techniques adequate to deal with the problems
posed by the high rate of urban growth remain to be devised.

PROGRESS AND PROBLEMS IN KEY SECTORS

Agriculture and Rural Development

Over half the population of Latin America derives its livelihood
from agriculture, yet agricultural production has been growing
at only about 3% annually--barely enocugh to keep up with

(.

Conversely, when tax revenues are increased progressively

population growth. Latin America is a major exporter of agricul-
tural commodities, yet food imports from outside the region have
grown to a level of about $600 million per year. This seeming
paradox reflects the following complex of factors:

--Strong emphasis on agricultural export earnings;
--Rapid urbanization of the growing population;
--Increasing incomes; and

--Marketing, pricing, agricultural policy arrangements and
institutional obstacles unfavorable to investment in the
agricultural sector.

To put it briefly, the domestic demand for food is growing
rapidly, but the production and market availability of food is
not. In many cases, food prices have been kept low relative to
the costs of production. As a result, many farmers have been
reluctant to invest in the available technology and equipment
which would greatly increase their food production. Other
disincentives to higher production are insufficient agricultural
credit, inefficient marketing systems with high spoilage losses,
and lack of transportation between thé producing and marketing
centers.

A.I.D. lending in the agricultural sector is being focused
sharply on these problems. Aside from loan requirements to
improve the economic climate for the farmer, A.I.D. has worked
toward providing incentives for increased food production,
Policy changes to remove import duties and effect other changes
in imported agricultural inputs are now being implemented. The
use of fertilizers, insecticides and improved seed varieties is
growing. Marketing and distribution improvements, as well as
more rational agricultural pricing systems are being introduced
in the borrowing countries. N

Genuine agricultural modernization requires land reform, as well
as vastly expanded programs to extend vital education and health
services and to increase agro-industrial employment opportunities
in the rural areas. Land reform legislation has been enacted in
16 countries since the start of the Alliance, with widely varying
degrees of quality in implementation. Nevertheless, it is
estimated that in the past seven years, approximately 100,000
families per year (some 3,000,000 people) have received titles or
have been settled or resettled in colonization programs. Compre-
hensive and fundamental land reform has been undertaken by Mexico,

C C
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Bolivia and Venezuela. Major programs in land reform are in the
early stages of implementation in Chile, Colombia and Peru.

Education

Educational modernization in Latin America is hampered both by
lack of resources and by outdated curricula. Only one~fifth of
those children who enter the first grade complete the sixth, and
the subsequent loss through "dropouts" is almost as great.

During the first years of the Alliance, there has been concentra-
tion on meeting some of the most critical quantitative shortages
in classrooms and teachers. As a result, 186,000 additional
classrooms have been built and 800,000 new teachers trained since
1960; and the number of school graduates has doubled in more than
half the Alliance countries.

Equally important beginnings have been made in changing the out-
moded content of the Latin American educational systems.
Textbooks for school children are, for the first time, reaching
rural schools in Central America. Comprehensive high schools are
being planned or introduced experimentally in a few countries,
and modern mathematics and sciences are being introduced in some
schools. In the universities, ancient and outmoded methods and
curricula are giving way to patterns of full-time professorships,
a combination of instruction, research and extension, expanded
libraries, and laboratory work related to classroom studies.

These are good beginnings, but the vast bulk of the job still
remains to be done. Investment in education, now averaging about
2.5% of the total GNP, must rise to at least 4% of the GNP if
education programs are to catch up with the needs in this century.
The financial resources needed to provide the classrooms, text-
books and trained teachers are truly staggering in amount, and
will call not only for higher levels of tax revenues, but increased
levels of external assistance as well.

Health and Populatiown

Environmental sanitation, medical facilities and nutrition
programs have had varying degrees of success. Primarily with the
financing made available through the Social Progress Trust Fund,
Latin countries have programs under way to provide potable water
to over T0% of the urban population. However, the original
Alliance goal for the rural areas remains to be met. VU.S.-
assisted malaria programs have helped stop locally-transmitted
malaria in areas with a population of 1l.5 million people, and

active programs are under way to provide protection to an
additional 46.8 million people living in malarious areas. In

the first four years of the Alliance, reported cases of smallpox
were reduced to one-third. Twenty-three new medical schools

have opened in Latin America since 1960, and the number of.
physicians has increased by 23%. Nevertheless a serious imbalance
remains in the availability of professional medical personnel
between urban and rural areas.

Better health is aided by accelerated food distribution,
education, and dietary programs, and by the innovative projects
launched in several countries to enhance the protein content of
traditional foods.

Family planning in Latin America is progressing from the study

and research phase into the action program stage. A.I.D.-supported
programs, initiated three years ago, were designed to develop an
awareness of the population issue among government officials,
educators, the clergy and other community leaders, and to
stimulate inclusion of family planning as an integral element of
improved child care and maternal health. Today, access to family
planning information is a recognized right of the individuel in

a steadily growing number of countries.

In 15 countries, demographic considerations have been introduced
into national development planning. Population units or centers
have been established within govermment health programs in at
least 5 countries. Six private research study centers have been
organized., Some Latin American universities have revised their
curricula to include scme aspect of population dynamics and to
emphasize the relationship of demography to various professional
disciplines. Private family planning associations have been
established in all countries except Bolivia and Nicaragua--
focusing on training, motivation and demonstration clinical
projects.

A.I.D. is now actively encouraging govermnments to accept respon-
sibility for incorporating family planning into the clinical
services offered through the official government structures.
Only these public organizations have the ability to provide such
services on a national scale and on a continuing basis. Several
countries have indicated their interest in gradually integrating
family planning services with other health services.
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Popular Participation

Development, to be meaningful, must take account of a variety of
factors other than strict economic growth. Unless incomes,
educational and vocational opportunities are more equitably
distributed and the people are more involved in the development
process, the promise of progress becomes an empty gesture.

Alliance effort:z to develop projects responsive to the mandate of
Title IX of the Foreign Assistance Act are making significant
headway. Primary attention has been given to those programs
already under way which show promise for an integrated economic-
social-political approach to the problems of development.
Substantial efforts in support of cooperatives, community
development and labor leadership training will be continued. 1In
addition, programs in legal training (Brazil), local government
reform (Dominican Republic), Indian integration (Guatemala) and
community leadership training (Loyola University) will be expanded
as opportunities permit. These pilot programs will be carefully
evaluated to determine their effectiveness and applicability
elsewhere in the region.

THE ALLTANCE ENTERS A NEW PHASE WITH A NEW ACTION PROGRAM

The Presidents of the American Republics met at the home site of
the Charter-signing, Punta del Este, Uruguay, in April 1967--six
years after President Kennedy's address proposing an Alliance for
Progress. They reviewed their individual country progress, and
designed the means needed to deal with those problems commonly
held as most urgent. New assessments of the task were crystal-
lized in the "Action Program". In this plan, the formation of a
hemispheric common market was given prominance. Multinational
infrastructure projects were emphasized to provide the physical
base for regional economic integration. Finally, the bulk of the
program was to accelerate progress in the priority sectors of
agriculture, education and health by using all means possible,
including the application of the latest advances in science and
technology.

Action is beginning on each of these programs outlined by the
Presidents--

"Latin America will create a
Common Market"

The P?esidents envisaged creating a Latin American Common Market
starting in 1970, which would be "substantially in operation" by
1985, Tt was expected that this would be a long and necessarily
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difficult task. But a good start has been made. The Central
American Common Market (CACM) approved the membership of Panama,
to link all countries in the region in a unified economic
community., The Latin American Free Trade Association (LAFTA) and
the CACM have met to begin the process of merging the two
organizations, eventually to form a group embracing all of Latin
America. A new six member sub-regional trading group consisting
of Chile, Peru, Ecuador, Bolivia, Colombia and Venezuela has
been established. This sub-regional group is an important step
in the transition to the ultimate Latin American Common Market.
Nevertheless, very painful decisions remain to be made by the
Latin American countries. The United States cannot make these
decisions, but it can provide the support which will ease the
process.

"We will lay the physical foundations
for Latin American economic integration
through multinational projects."

A concomitant of economic integration is the development of a
multinational infrastructure to serve as a base for expanded
markets. Efficient telecommunications systems and inter-connecting
power systems are necessary. Nations jointly must develop
international watersheds of frontier regions, and make better use
of waterways serving, in some cases, as little more than boundary-
lines at present. Argentina, Brazil, and Paraguay are jointly
developing power facilities on the river which divides them, and
roads connecting Bolivia with Peru and Argentina are being
constructed.

Much of this multinational action will be through sponsorship of
the Inter-American Development Bank (IDB). Pledges of an
additional $1.2 billion have been made to the IDB allowing sub-
stantial increases in its funding of such multinational projects
over the next three years.

Multinational projects financed by the IDB include integration
highways connecting roads in Argentina with roads in Chile and
Bolivia, loans to the Central American Bank for Economic
Integration (CABEI) for regional transport and industry projects
(the Bank has also received A.I.D. support), and the first and
second stages of the Acaray power project which will provide
electricity to Argentina, Brazil and Paraguay where the project is
located. In addition, the IDB has set up a program which extends
export credits to promote intra-regional trade, and has established
a Preinvestment Fund for Latin American Integration. The resources
of the Fund are to be used to finance, through loans and grants,
feasibility and pre-feasibility studies to develop multinational
projects. The United States has made two contributions to the Fund.

R
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™e will join in efforts to increase
substantially Latin American foreign-
trade earnings."

This is an area of great significance to Latin America, where all
too often, nations are largely dependent for export earnings upon
a single product, which, in turn, may be subject to serious price
fluctuations in the world market. With the general trend shdwing
lower prices for agricultural products exported by developing
countries, plus higher prices for the finished goods they have to
import, many Latin Americans are deeply concerned about their
"terms of trade."

As directed by the Presidents last April, an Inter-American
Export Promotion Center is being established through the Inter-
American Committee for the Alliance for Progress (CIAP) to help
diversify and expand export markets. An ad hoc committee of
banana-producing countries is being convened to develop a joint
approach to the European Economic Community (EEC) on eliminating
the EEC trade restrictions on bananas. After years of difficult
negotiation, agreement was reached in October among major cocoa
producers and consumers towards international stabilization of
cocoa prices.

World variations in coffee prices have created serious economic
problems over the years, and the International Coffee Agreement
has provided some much-needed stability since it went into effect
in 1963. This agreement is being renegotiated to improve and
strengthen the provisions relating to surplus production controls
and diversification into alternative crops.

"We will harness science and
technology for the service of
our people.”

As a result of the "Summit," new multilateral programs to be
supported by voluntary contributions of all the countries have

been proposed and will be considered at the Inter-American

Cultural Council Meeting scheduled in Venezuela for February 1968.
These programs, which together total $25 million, were formulated
by two committees of experts on science and technology.

"Latin America will eliminate
unnecessary military expenditures.”

The above statement was signed by 19 American Chiefs of State in
April 1967. Since that time A.I.D. has received new mandates in

Section 620(s) of the Foreign Assistance Act and Section 119 of
the Foreign Assistance Appropriation Act, designed to insure that
aid-recipient countries do not divert their scarce resources for
unnecessary military expenditures. A.I.D. is taking the steps
necessary to implement these amendments and carry out the policy
set forth by the Latin American presidents.

Latin America spent $1,890 million on defense in 1967, an increase
of 1.5% .in real terms from 1966. However, with GNP growing at
4.9%, the economic burden of the region's defense expenditures
declined from 2% of GNP in 1966, to 1.9% in 1967. The share of
central government expenditures devoted to defense also declined
to 12.4% in 1967, down from the 12.9% high for the Alliance

period set in 1964.

The modest rise in the absolute level over the period reflects
mostly increases in pay that inevitably accompany growth in per
capita national income. The increases, therefore, are concen-
trated in the 90% or more of expenditure that goes to personnel,
operating and maintenance costs, rather than in the 10% or less
devoted to equipment purchase. Only about half the latter has
been foreign exchange expenditure--approximately $100 million a
year, or less than 1% of the region's export earnings.

If we exclude security activities which are primarily civilian
in nature (but which are included in "national defense" because
they may revert to military administration in the event of war),
we find that military expenditure in this narrower sense reaches
only about 1.7% of GNP for the region. As a percent of central
government expenditures, military outlays were 11.4% in 1967,
down slightly from 11.6% in 1966.

Overall security force levels in Tatin America do not appear
excessive in view of internal security needs, especially in the
more hard-pressed countries such as Bolivia, Colombia, Ecuador,
Guatemala and Venezuela. Moreover, the high concentration of
expenditure on personnel moderates the real resource burden for
underdeveloped countries with surplus supplies of unskilled
labor, and permits the armed forces to serve a variety of useful
non-military purposes. Manpower that might otherwise go
unemployed can perform functions of value, such as literacy and
vocational training and local public services in health and
transportation, which are routinely performed by the armed forces
in remote areas.
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Nevertheless, it is known that many Latin American military
organizations are facing a need to replace equipment which is
obsolete or no longer maintainable. These replacement and modern-~
ization programs will inevitably involve increased allocations of
local and foreign exchange resources over the next few years,
During this period A.I.D. will be particularly alert to changes

in the levels and composition of military expenditures in Latin
American and their .impact on economic and social development
programs.

Agriculture, Education, and Health

"We will modernize the living conditions

of our rural populations, raise agricultural
productivity in general, and increase

food production for the benefit of both
Latin America and the rest of the world."

"We will vigorously promote education
for development.”

"We will expand programs for improving
the health of the American peoples.”

The above three sectoral objectives of the Presidents comprise
60% of the A.I.D. technical assistance and loan programs proposed
under the Alliance during FY 1969.

FY 1969 PROGRAM

To help its Alliance partmers work toward those goals, A.I.D. asks
new obligational authority of $625,165,000 for Alliance loans and
grants, and $22.5 million for Supporting Assistance, which, when
anticipated recoveries, receipts and reimbursements are added,
will finance a total program of $707,665,000.

Alliance Loans

New appropriations of $515,125,000 are requested for Alliance
loans in FY 1969 to finance a program of $567,125,000 of program,
sector and project lending in 17 countries,

Approximately two-thirds of the proposed loan program is concen-
trated in Brazil, Chile and Colombia. It is in these countries
where the response to A.I.D. self-help requirements has been most
comprehensive, Their efforts have ranged from new monetary,
fiscal and exchange policies to improved tax revenue performance,

C C

trade liberalization, improved educational facilities and
incentives to stimulate agricultural production.

Program loans totalling $175 million are planned in Brazil,
Chile and Colombia to continue the forward movement of past
programs of economic stabilization, development and reform. The
program loans enable the countries to import the U.S. goods
necessary for the growth and expansion of their economies. Most
of these goods are imported by the private sector, by private
businessmen who require raw materials or capital goods for
expansion of their production. Program loans are released in
tranches, after reviews of host-country performance in imple-
menting the agreed self-help measures.

The program loan has been the primary instrument of U.S. support
to the major self-help programs undertaken by Brazil, Chile and
Colombia in the past three years. In all three countries,
inflation has been reduced significantly, tax revenues and
investment programs have increased, and export diversification
programs have been mounted. All these measures have served to
stimulate the resumption of growth in these countries.

In FY 1967 and 1968, A.I.D. introduced & new lending device--the
sector loan--designed to focus U.S. assistance more sharply on
the difficult problems in the critical sectors of agriculture,
education and health. The purpose of the sector loan is to
promote and support reforms in government policies and rapid
increases in the investment programs to provide higher levels of
facilities and services in these sectors. For example, a sector
loan for tractors, fertilizer, pesticides and breeding stock is
providing vital support for Chile's program for expanding pro-
duction and agrarian reform. A.I.D. is proposing $131 million
for sector loans in 5 countries for FY 1969.

In addition, an amount of $261 million is planned for project
lending. In FY 1969, loans are proposed for projects in 15
countries. These projects range from a major road system in
Bolivia to a national agricultural research program in Brazil,
Continuing the emphasis of past years, A.I.D. project loans will
support the creation and strengthening of intermediate credit
institutions to provide financing on reasonable terms for
agricultural, industrial and housing projects. A.I.D. now has
$4k2 million invested in such projects in Latin America.
Experience with these institutions suggest they are effective
instruments not only to promote development but also to mobilize
local capital for investment., In addition, a loan of $5 million

(
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is programmed for the Coffee Diversification Fund being established
by the member countries of the International Coffee Agreement.

U.S. support of this Fund was offered by President Johnson in his
April 1967 speech to the American Presidents at Punta del Este.

A loan of $6 million is also planned in FY 1969 for a soft-loan
fund of the soon-to-be born Caribbean Development Bank. The
organization of this Bank has been undertaken largely at the
initiative of the English-speeking countries of the Caribbean
area, who will provide 60% of its capitalization. Canada and the
United Kingdom will provide the other 40%.

A major project loan of $25 million is also planned for the Central
American Integration Fund. This Fund, administered by the Central
American Bank for Economic Integration, is the major source of
financing for regional infrastructure and multinational projects--
roads, communications, and agricultural storage--which will bind
the economies of Central America together.

Technical Assistance

New appropriations of $110 million are requested to support an
Alliance technical assistance program level of $118 million in
FY 1969. This compares with an actual level of $95.1 million in
FY 1967 and a level of $86.5 million estimated for FY 1968.

The technical assistance program supports the following activities:

--$18.4 million for A.I.D.'s interregional programs, primarily
‘the War on Hunger and research;

——$l9.l million contributions to Inter-American organizations;
and

--$80.5 million for technical advisors and training in 21
Latin American countries. ’

Two-thirds of the proposed .nc:vese in technical assistance funds
is 4o support the new multinational programs in science and
technology, education and export promotion which were organized as
a result of the April 1967 Summit meetings, plus increased popu-
lation programs and support for the A.I.D. interregional program.

In FY 1969 A.I.D. proposes $19.1 million for contributions to
Inter-American organizations. Continuing support will be given
the OAS' Special Development Assistance Fund ($4 million) and

the Pan American Health Organization's Special Malaria
Eradication Fund ($1 million). In addition, new Inter-American
programs will be started during FY 1969: the Inter-American
program in science and technology ($7.9 million) which will aid
basic science and natural resources technology through research
grants to universities' scientific and technical publications;
and the Inter-American program in education ($5.4 million) which
will concentrate on advanced training of specialized educators,
educational television, and the upgrading of Latin American
educational curricula.

The major share of the Alliance technical assistance program,
$80.5 million or 68%, will finance technical experts and
training programs for approximately 21 countries. Assistance
in agriculture, education and health will account for approxi-
mately 63% of these country technical assistance programs.

The remeining 37% is devoted to providing technical experts and
training in the following fields:

Public Safety-- to assist 16 countries in the building of
competent civil police organizations capable of efficient and
humane action to preserve public order, and to protect the
lives and property of citizens from arbitrary terrorism as well
as common crime, '

Tax Administration--to assist 16 countries (using IRS special
teams) to improve collection procedures of new and delinquent
taxes, and to prepare the legislation necessary for an effective
and fair tax collection organization.

Labor--to assist 16 countries in developing a responsible free
trade union structure. This assistance is made available
primarily through the AFL-CIO American Institute for Free Labor
Development (AIFLD). Labor in Latin America continues to
receive an increasing share of Alliance technical assistance
resources through formal and informal channels. Allocations

of local currency counterpart funds generated under A.I.D.
program loans have been used in Brazil for scholarships, and

in Colombia for labor housing., A.I.D, mission directors have
used Special Development Activity Authorities for small projects
to aid local unions, such as school desks and a fishing boat
for labor syndicates in Nicaragua, a chain-saw for a labor
cooperative in Colombia, and help with equipment purchases for
a Peruvian transportation union.
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ECONOMIC ASSISTANCE TO LATIN AMERICA AND THE U.S. BALANCE OF
PAYMENTS

A.I.D. loan disbursements could have a negative impact on the U,S,
balance of payments if our aid leaked away from the recipient to
the surplus countries in Europe; or more specifically, if U,S, aid
merely substituted for dollars which would normally be spent for
U.S. exports and which are thus freed to pay for imports from
thi,;d countries,

In the case of Latin Americé:'a careful study of all available
data indicates that:

--In recent years Latin America has not been using U.S,
assistance and other earnings in the United States to
finance net purchases or to service debt in other
industrialized countries. In fact, Latin America has had
a balance of payments surplus with Europe and Japan and a
deficit with the United States.

--In spite of an increase in its total foreign exchange
reserves, Latin America's gold holdings have declined by
$430 million since 1961.

~-Since the beginning of the Alliance for Progress, the U,S,
share of the Latin American market has not declined, even
when that market is defined to exclude imports financed by
U.S. assistance,

MULTILATERALISM

The trend toward multilateralism, in both the definition and
administration of economic assistance programs to Latin America,
is well established. The major organism for such multilateral
definition and evaluation of problems and needs is the Inter-
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American Committee on the Alliance for Progress (CIAP). CIAP
conducts annual reviews of country development and self-help
performance. The conclusions and recommendations of these reviews
serve as a guide both to external lenders and to the countries
implementing development programs. These conclusions and
recommendations provide the criteria and standards which the
Foreign Assistance Act requires as a guide to A.I.D. lending.
In addition to CIAP, the U,S. participates in several consul-
tative groups, generally led by either the World Bank or the
Inter-American Development Bank (IDB). The IDB has organized &
consultative group for Ecuador and the World Bank has organized
consultative groups for Colombia and Peru.

The IDB--the "Bank of the Alliance"--not only administers a
significant portion of assistance available to the Alliance
countries, but also is a major force in the attraction of capital
into the hemisphere from other areas of the world. Several DAC
countries have made funds available to IDB, for relending to its
member Latin American countries, In addition, the IDB has been
permitted to float bond issues in these sponsoring countries.
Recently, the IDB announced a new policy of restricting the
amount of procurement in non-member countries to the level of
their contribution to the IDB,

New multilateral orgunizations have been created in the past year.
The Inter-American Export Promotion Center is expected to start
functioning July 1, 1968; also two new sub-organizations of the
OAS are expected to begin new multinational programs in science
and technology and in education. All three of the latter programs
were given vital impetus at the April 1967 Summit Meeting and
constitute growing evidence of a genuine trend toward multilateral
decision-making and administration of the Alliance for Progress.
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SUMMARY OF PROGRAM BY FUNCTION

Country: LATIN AMFRICA (Dollor Amounts in Thousands) TABLE I}
Actual FY 1967 Estimate FY 1968 Propost_!d FY 1969
Cotegory Toal | e | aewn | P | Tol | e | aemn | S | et | S |
Development Loan Program. . . . . 439,214 | xxx | xXxx xxx || 432,640 | xxx | xxx xxx | 967,165 | xxx XXX
Programs Other than Devel. Loan
Project Assistance
U.S. Technicians. ... .... 50,658 11-7, 50k 76 33078 14'2:115 11-2,031 8L - ll‘7,159 )4'7:078 81
Participonts . . ... ...... 79965 7:718 - 2l 75995 7,995 - = 11,991 11,991 -
Commodities . ......... 8,318 6,986 T8 1,254 L,678 4,598 8o | - 5,226 5,154 72
Other Costs ... ........ 23,865 |19,924 | 1,246 | 2,695 | 23,847 |22,011 | 1,836 - | 37,69k | 35,347 2,347
Total Proiec\‘ Assistance . . .. 903806 825132 l,l#OO 7:27)+ 78,635 76:635 23000 = 102’070 993570 2’500
Method of Financing
Project Assistance
Direct ASD. . ......... hbo,921 |37,262 | 1,400 | 4,259 34,045 [32,145 | 1,900 - 37,548 | 35,198| 2,350
Other Agency . ......... 8,919 | 8,886 - §3 7,960 [ 7,960 - - 8,04k | 8,0Lk -
Contract .. ........... 38,966 | 35,98k -] 2,982 | 36,630 |36,530 100 - 56,478 | 56,328 150
a 3/ 2/
Program Assistance . ... ... 55,419 12,901 30,14'50 11,988 26,295 10,195 16,100 - 38,430 18,430| 20,000
L
Total Other than Devel. Loan . [ 146,225 | 95,113 31,820_ 19,262 | 104,930 | 86,830 | 18,100 - | 1bko,500 |118,000| 22,500
Total Assistance .. ......... 585,438 XXX XXX XXX 537,570 | xxx XXX xxx f| 707,665 | xxx XXX
g/ Alljiance for Progress share of non-regional expenses paid from TA appropriation.
l)/ Includes $330 thousand for Partners of the Alliance authorized by Section 252(b) of the
Foreign Assistance Act of 1967.
NUMBER OF U.S. TECHNICIANS (Program Overseas) NUMBER OF PARTICIPANTS
' On Duty At Close of Year Programmed During Year
TYPE OF TECHNICIAN Acroal Evrimate Propos ed TYPE OF PARTICIPANT Actoal Estimate Proposed
FY 1967 FY 1968 FY 1969 FY 1967 FY 1968 FY 1969
AlD.employed.............. 667 641 604 Non-contract « o o v v vv e v v 2,402 2,118 2,906
Participating agency . ......... 308 288 233
Contractor technicians . ........ 870 793 769 Contract . ............... 1,310 1,325 1,710
Total ... 1,845 1,722 1,606 Total ..., 3,712 | 3,443 4,616
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SUMMARY OF STATUS OF DEVELOPMENT LOANS

‘(In Thousands of Dollars and Equivalent)

REGION: LATIN AMERICA
Cumulative Throuch FY 1967 FY 1968 Through Decemher 31, 1967
COUNTRY -
Authorized Cbligated Disbursed Repeid Authorized Obligated Disbursed Repoid
Development Loans
Argentina 109,577 109,577 65,929 16,710 1,000 1,000 3,327 3,588
Bolivia 102,957 91,957 35,125 234 - 9,500 8,972 84
Brazfi ° 872,056 788,656 447,557 229 695 52,095 | 39,319 -
Guyana 17,600 10,100 1,883 - 1,000 8,500 1,496 -
C.A. Economic Community
ROCAP 82,500 62,500 17,672 194 (3) (3){ 2,019 157
Costa Rica 38,299 38,299 24,105 328 - - 1,726 163
El Salvador 29,235 28,835 23,403 369 (46) 353 1,311 53
Guatemala 25,030 17,830 9,687 1,591 - 7,200 696 275
Honduras 32,169 25,169 13,685 1,338 - 7,000 1,244 173
Nicaragua 50, 954 41,754 17,755 716 (2,200) 7,000 2,509 215
Chile 358,177 345,677 279,489 285 36,684 49,184 1 23,091 283
Colombia 353,647 353,647 234,264 720 (2) (2) | 30,170 110
Dominican Republic 41,200 32,800 8,706 - (3) 3)| 4,338 -
Ecuador 50,680 50,680 26,335 2,734 - - 1 3,741 264
Haici 4,788 4,788 4,788 226 - - - 38
Mexico 66,501 66,501 52,459 100 - - 1,972 50
Panama 55,734 40,034 22,883 704 - 12,800 | 2,334 268
Paraguay 28,411 26,511 15,049 4,314 - - 595 452
Peru 96,847 81,247 46,694 1,193 - - 4,353 221
Uruguay 23,574 22,799 14,348 940 - - 274 230
Venezuela 55,000 55,000 44,022 300 - - 2,680 75
Jamaica 6,600 6,600 678 - - - 670 15
TOTALS 2,501,536 |2,300,961 |1,406,516 | 33,225 37,125 154,624 (136,837 6,714
JAPSP Loans
Ecuador 1,425 1,425 1,216 32 - - 55
Guatemala 700 700 700 3 - - - -
Honduras 1,650 1,650 1,232 47 - - 136 7
Jamaica 5,000 5,000 3,671 186 - - 528 31
Nicaragua 539 539 539 92 - - - -
TOTALS 9,314 9,314 7,358 360 - - 719 46
Total 2,510,850 |2,310,275 | 1,413,874 | 33 585 37,125 154,624 137,556 6,760
12
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BASIC DATA
Population (millions — mid-1967)........... 86.5 Per Capita GNP (dollars).. ...covv i, 313*%
Annual Growth Rate (percent)............ 3.0
Life Expectancy (years). ..o vviiiiennann. 55
Area (1000 square miles)........coovuuvnn. 3,286 People PerDoctor «...vvviviviiiniiiiiinn, 2,500
Population Density Per Square Mile....... 26
: Literacy Rate (percent) ...........coov.t, 61
Agricultural Land as % of Total Area ....... 15 Pupils as Percent of Population.............. 14
Percent of Labor Force in Agriculture..... 52 (Primary and Secondary)
¥ - 1967 in 1966 prices.
‘l \‘ {.: '.,3
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Country: BRAZIL

PROGRAM SUMMARY

(In millions of dollars)

FY 1967 FY 1968 FY 1969

Actual Estimated Proposed
Development Loans 197.9 170.0 200.0
Technical Assistance 15.9 13.0 14.6
Total A.I.D. Assistance 213.8 183.0 214.6

U.S8. Aid Objectives

Brazil's size (about 1/2 the area and population of South America),
its strategic position, and its economic potential all underscore
that it can become one of the world's great powers. Its

political and economic progress are crucial to orderly development
in the hemisphere, and to overall success for the Alliance for
Progress.

The United States has three major development objectives in
Brazil, all closely related to the achievement of a modern economy
and political structure characterized by relative stability and
balanced growth. These three objectives are: (a) economic
stabilization, (b) increased economic growth, including the
alleviation of regional disparities, and (c) modernization in
critical development sectors (especially agriculture and education)
which will form the basis for a steady improvement in social
Jjustice and equitable income distribution.

Economic Stabilization. We are assisting Brazil's fight against
inflation to consolidate gains made in the fiscal, monetary and
budget areas. The Government hopes to contain the rise in the
cost of living below 25% during 1968.

Increased Economic Growth. The Brazilian Government has set a
goal of 6% anmirl rate of over- [ economic growth by 1970. Such a
r4ve wlil just permit maintaining unemployment at present levels,
plus some growth in education, health, transportation, water
facilities and other services to keep pace with population growth.
It will not allow cutting into the large backlog in each of these
areas. Achievement of even this modest growth rate will require
disciplined self-help and a continued large flow of external
resources.

Modernization of critical sectors. We are encouraging the
Brazilians to reform and broaden their antiquated education

system, particularly at the secondary level; to modernize
agriculture which still employs about half of the population but
accounts for only about 28% of the net domestic product; and to
strengthen inadequate public health and public administration
programs.

The three objectives are interrelated. They form integral parts
of a sustained development and reform program backed by the
President and other key Brazilian leaders. The amount and type
of assistance the United States channels to each purpose depends
upon the determination of the Brazilians to move forward in each
area.

Country Performance and Self-Help

Economic stabilization. The principal obstacle to more rapid
growth in recent years has been the rampant but steadily declining
inflation. From a peak annual rate of 140% in March 1964, price
increases have been brought down to 45% in 1965, 419 in 1966 and
25% in 1967.

When the newly~elected Costa e Silva Government took office in
March 1967, it first sought to boost lagging business activity

by cutting or postponihg taxes, permitting credit to expand, and
providing a substantial increase in the internal support price of
coffee. These measures produced a marked recovery in the business
sector but also caused a rapid rise in the Government's budget
deficit, the main traditional cause of inflation. The Government
responded effectively with fiscal and credit measures. Stricter
banking reserve requirements were imposed in December 1967 to curb
credit expansion and the cruzeiro was devalued by about 18% early
in 1968. These steps have reversed an earlier foreign exchange
drain, and price performance was better in 1967 than at any time
since the late 1950's.

The outlook for 1968-69 is guardedly optimistic, but much remains
to be done. The Government must take further steps to limit
expenditures, increase revenues, rationalize its instruments for
budget control, curtail the level of indirect subsidies of various
government-owned enterprises, limit the rate of credit expansion,
maintain a realistic exchange rate to encourage export expansion,
and make further progress toward a more diversified agriculture
sector less dependent on coffee.

A.I.D. program loans--$150 million in 1965, $150 million in 1966,
$lOO million in 1967, and the proposed program loans of $75
million in 1968 and $75 million in 1969, have been conditioned
upon expenditure-reducing and revenue-increasing measures



Country: BRAZII
critical to increased price stability. The imports financed under
the program loans have also exerted a downward pressure on prices.

Economic Growth: In 1963, when spiraling inflation began seriously
to disrupt economic activity in Brazil, GNP growth dropped sharply
from the 6% rate of the late 1950's to 1.6%. The resulting econo-
mic dislocations continued to dempen growth in 1964 and 1965. As
the Government's economic programs began to take hold, Brazil's
growth | ~mfavmonns ~to-230y dmproved to 3% in 1964-1965, and L4.49
in 1966--setting the stage for 1967--Brazil's best year since 1962,

In 1967, agricultural production increased over 7%, and the

GNP growth rate is estimated at over 5%, better than for any other
year since 1962. Despite rising protectionist pressures, the
Government maintained liberalized import policies to encourage
development.

The resumption of Brazil's economic growth has been assisted not
only by A.I.D, Program Loans to finance needed imports, but also
by the Government's strong efforts to increase and diversify its
export earnings. In addition, A.I.D. has provided technical
assistance to Brazilian plamning and financial agencies, and has
helped to finance major new projects in steel, power, transpor-
tation and health.

Fundamental to Brazil's continued growth is the reduction of
income disparities, particularly through the modernization of the
Northeast where almost one-third of the country's population
constitutes the largest aggregation of poverty in the hemisphere.
Recognizing the important relationship between national inte-
gration and Brazilian growth, the Government adopted a set of
incentive laws to stimulate private investment in the Northeast
through movement of capital and managerial skills from the south-
central industrial triangle and from foreign sources. As a
result, an industrial boom is developing with investment increasing
from $15 million in 1962 to an estimated $130 million in 1967.
The United States has assisted Northeast development by investing
$260 million since 1962 in infrastructure, education, and health
institutions, and by providing badly needed technical assistance.

Modernization of the Critical Sectors. Brazil, like other less-
developed nations, is characterized by the familiar problems of
an inefficient public sector, a general shortage of trained
manpower, a tradition-bound educational system wholly inadequate
for the needs of a modern society, and a neglected and antiquated
agriculture system. The lagging rural sector, in addition to
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retarding overall growth rates, skews investment toward capital-
intensive industry, accelerates the population movement to the
cities, and retards the development of a natural, large domestic
market. The Brazilian Govermnment's response to these weaknesses,
particularly in the education sector, has not been as encouraging
as its response in the fiscal and monetary areas.

1. Agriculture--Brazil's vast agricultural potential has yet to

be tapped. Less than 4% of the land is cropped and only 15% is

in pasture. Furthermore, the agricultural economy is characterized
by very low yields in terms of both land and labor. Employing

50% of the population, agriculture accounts for only asbout 28%

of the net domestic product.

Agricultural investment has suffered from inflation, from high
costs of agricultural inputs, and from price- and export controls
intended to assure cheap food for the urban population and cheap
industrial raw materials. Increases in agricultural output have
come largely from bringing new areas of low fertility into
cultivation (this accounts for 84% of the 1948-1962 increase in
output) rather than increasing the use of fertilizers, at present
among the lowest in the world.

Since 1964, the Brazilian Government has given increasing emphasis
to agriculture through price support policies, liberalized export
policies, fertilizer subsidies, expansion and improvement of
credit facilities and the re-orientation of research, extension
and teaching efforts to correspond more closely to immediate
production problems. Additional improvements are being made in
food marketing and production technology, and further incentives
are being provided for farmers to use modern inputs such as
fertilizers and improved seed. At the same time, substantial
administrative reforms are being made in the Ministry of Agri-
culture to facilitate implementation of the new program.

A.I.D. has vigorously supported this program of agricultural
modernization with $129 million eguivalent of local, currencies
generated by P,L. 480 and the program loans, Dollar loans have
been made for fertilizer imports, local fertilizer production, and
for the construction and maintenance of farm-to-market roads.
Technical assistance is being provided in agricultural planning,

" extension, research, marketing, and education.

2. FEducation~-The educational system constitutes perhaps the
single most vigorous development obstacle facing Brazil. Almost

" Lo% of all Brazilians over nine years of age are illiterate; only

half the primary school entrants complete the second grade and
only 20% complete the fourth grade. Only 10% of primary
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school entrants ever get to the secondary school system which is
recognlized as a key educational bottleneck in Brazil. The
education situation at the university level 1s equally bleak.
Only 185,000 students (less than 2% of the unlversity-age popu-
lation) are enrolled in institutions of higher learning.

The Government is aware of these problems, but neither the
educatlonal picture as a whole nor the relative amount of national
resources allotted to education (less than 3% of GNP) has improved
significantly in recent years. Those limited resources allocated
to education are used mainly to keep the existing system in
operation., Nevertheless, the Costa e Silva Government Iintends

to institute substantial improvements in education by supporting
rapid expansion of elementary, secondary, and higher education
facilities and 1nitiating new efforts in the field of adult
literacy and vocational training. A.I.D. has helped by
constructing schools, producing and distributing textbooks, and
by providing technical assistance in education planning, teacher
training, vocatlonal education, and adult literacy.

3. Health--Brazil's health situation is not encouraging.
Preventable infectious diseases enervate and kill Brazillans,
especially children, at rates consistently higher than those of
many other Latin American countries. 85% of the population suffers
from gastro-enteric diseases, and the death rate among children
under five years due to these infections is nearly 100 times that
in the United States. TFurthermore, of the many problems created
by Brazil's urban growth explosion of over 5% per year, one of the
most serious is the acute shortage of safe water supply systems

and the general lack of sewerage disposal systems.

The National Health Program is heavily weighted toward disease
prevention rather than rehabilitation. The federal government is
stimulating communities to take the initiative in solving health
problems by streamlining relationships among federal, state and
‘local health services. The Government recently founded a National
Water Supply and Sewerage Loan Fund for community water supply

and sewerage project- With this revolving fund in operation,
7% of the urban population can expect sanitary water service by
the early 1970's.

A.,I.D. has assisted the Brazilian health program through loans

and grants for locally~-initiated sanitary water and sewerage
facilities, for malaria eradication, and by providing technical
assistance to the Water Supply Fund and in health program planning.
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FY 1969 Program

The proposed FY 1969 A.I.D. program for Brazil totals $21L4.6
million, of which $200 million will be for Development Loans and
$14.6 million for Technical Assistance. In addition to a program
loan of $75 million, there are proposed $60 million for sector
loans in agriculture and education and $65 million in project
lending. P.L. 480 assistance will total approximately $33
million under Title I, and $56 million of foodstuffs will be
donated for development work through Title II programs.

New loan authorizations approximating $100 million are expected
from the IBRD, plus over $100 million from the Inter-American
Development Bank (IDB). An estimated additional $40 million
should flow in loans from other non-U.S. sources. New lending
activity by the Export-Import Bank may reach $70 million annually.
International Monetary Fund (IMF) standby agreements are expected
both in FY 1968 and FY 1969.

FEconomic Stabilization. The stabilization program in 1968 and
1969 will be an extension of that carried on in 1967. The
Government's eventual gosl of an annual 10% inflation rate is
very optimistic, but real progress was made during 1967 when the
rate declined to 25%.

The FY 1968 program will support Brazilian stabilization measures
which include: (1) sharply limiting the federal deficit, a
reduction of about 70% in real terms from the 1967 deficit level;
(2) 1limiting Central Bank financing of the deficit; (3) curtailing
the level of indirect subsidies to varlous government-owned
enterprises; (L4) preparing a satisfactory plan for the systematic
reduction in government operating costs; and (5) developing
effective measures to tighten control of budget expenditures.

The program will also include limiting domestic credit expansion,
and further rationalizing the coffee policy.

The conditions of our FY 1968 assistance program are addressed
to problems which will require sustained Brazilian attention for
some years to come. Exact conditions to be negotiated for the
FY 1969 Program Loan to a large degree will depend upon results
obtained during the current fiscal year. However, the self-help
actions alone will not create conditions of financial good
health. As has been the case in past years substantial program
loan assistance is needed ($75 million in 1969) to support
Brazilian Government efforts to take necessary but unpopular
economic reform measures and to help finance imports of essential
capital goods.
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U.S. program loan agreements with Brazll have been carefully
monitored. Reviews of Brazilian performance have assessed
compliance with loan conditions prior to each disbursement. This
practice will continue under the 1968 and 1969 program loans.

Accelerating Economic Growth. The 5% growth rate for 1967 shows
an ehcouraglng increase over the 4.4% rate of 1966, but further
progress is imperative, The nresent government continues to
encourage domestic and foreigh private investment. Comprehensive
capital markets legislation has been enacted aimed at marshalling
private capital for industrial enterprises. Minerals and petro-
chemicals have been opened to private development, regulations
governing the remittance of profits on foreign private capital
have been liberalized to encourage capital inflow, and an
Investment Guaranty Agreement with the United States 1s being
implemented. Income tax incentives are stimulating private
industrial investment in the long-depressed Northeast region.

The program loan will continue to finance imports from the
United States for essential industrial investment. Much of the
local currency generated by progrem loans will continue to be
used to finance intermediate credit institutions, seven of which
have already made approximately 7,000 loans to Brazilian business
firms.

In addition to a program loan, capital project loans are contem~
plated in agriculture, education and industries such as chemicals,
and for supporting infrastructure to expand power, transportation,
port and telecommunications facilities.
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Modernization of Critical Sectors. (a) Agriculture--The A.I.D,
strategy in agriculture in 1969 will continue to be to help

(1) to develop a base of technical competence; and (2) to create
a better policy climate which will assure adequate investment
resources to modernize production, marketing, and distribution
systems.

A sector loan of $30 million will provide major leverage for
encouraging consolldation and extension of the agricultural
modernization program in 1969, particularly to achieve greater
local planning and self-help. Priority will go to agro-business
groups which take the initiative to develop projects as part of a
local development plan. Local currencies from the program loan
and from P.L. 480 sales proceeds will continue to be used for
agricultural credit.

Technical assistance will contime to several agriculturel
programs: (1) developing applied research and extension capacity
for food, livestock (including fish) and feed crops production;
(2) developing national credit systems and agricultural credit
agencies; (3) developing a strong private seed industry, and
seed and soil testing facilities; (U4) providing technical help
to four leading agricultural universities and (5) developing
planning and marketing service capsbilities.

(b) Education--Brazil's education needs are almost limitless,
and A,I,D.'s resources are restricted. Therefore U.S. assistance
is concentrating on improving over-all long-range planning within
the system and supporting a major effort at the secondary level
which 1s now the critical bottleneck,
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Sector loans are planned in both FY 1968 ($30 million) and

FY 1969 ($30 million) to expand and modernize secondary education
in selected key states. Under the program, those states assisted
must increase the percentage of their resources devoted to edu-
cation and emphasize development of free comprehensive secondary
schools.

Possible project loans in 1968 and 1969 are for graduate scholar-
ships in science and technology ($10 million) and assistance to
a university reform fund ($10 million).

FY 1969 technical assistance will continue to stress improvement
of educational planning at all three levels: elementary,
gecondary, and higher, with continued emphasis being given to the
secondary level. U.S. planning teams will work directly with the
individual states to develop and implement the expanded secondary
education system envisioned in the sector loan. Local currency
generations will continue to be used for an adult literacy and
large-scale textbook program.

(¢) Health--In FY 1968, A.I.D. is negotiating a sector loan to
strengthen the National Water Supply and Sewerage Loan Fund as

the major institutional mechanism for extending water and sewerage
services to states ready to share financial responsibilities.
Other U.S, efforts in FY 1969 will involve primarily technical
assistance, focusing on institutional development of a nation-
wide health service manned with competent personnel, plus
selective loans to complement Brazilian programs in malaria and
smallpox eradication.
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Northeaste Industrial growth rates in the Northeast have
recently exceeded those for Brazil as a whole, but there has been
less progress in the social development, education, rural
modernization, and health services.

The FY 1968 and 1969 U.S. programs will concentrate on agricul-
ture and education. Projects will include efforts to support
Northeast rural modernization, a pilot project of comprehensive
primary school reform in the States of Bahia and Pernambuco, and
a large-scale agricultural feeder road and marketing program.
Meanwhile, implementation will go forward on a number of important
projects in highway construction and maintenance, school improve-
ment, and other activities funded in prior years.

Administration. The assistance program to Brazil outlined above
will provide an important catalyst to the over-all investment
level necessary in Brazil if stability, growth, and modernization
are to proceed. While of the same general magnitude as the
program of past years, it will be implemented with fewer A.I.D.
long-term personnel and at a lower dollar administrative cost.
This will be accomplished through a greater use of short-term
advisors, shared payment arrangements with the Brazilian
Govermment, and through increased training in the United States.



SUMMARY OF PROGRAM BY FUNCTION

Coumry: ERAZTL (Dollar Amounts in Thousands) TABLE Il
Actual FY 1967 Estimate FY 1968 Proposed FY 1969
Catosory rool | Lok [ | SR | tew [ me [ [ ] e [Io Tom
Development Loan Progsam . . . . . 197,900 XXX XXX XXX 170,000 XXX XXX XXX 200,000 XX X XXX
Programs Other than Devel. Loan
Project Assistance
U.S. Technicions. . ...... 11,688 |11,688 - - 8,785 | 8,785 - - 9,452 | 9,452 -
Participonts . . .. ....... 2,706 2,706 - - 2,652 | 2,652 - - 3,826 | 3,826
Commodities . ......... 45k L5k - - T22 722 - 721 T21
Other Costs . .......... 1,025 1,025 - - 8h1 841 - 601 6Q1
Totol Project Assistance . . .. J| 15,873 15,873 - - 13,000 }13,000 - - 14,600 114,600 -
Method of Financing
Project Assistonce
Direct AlD. .......... 7,406 7,406 - - 5,621 | 5,621 - - 6,113 | 6,113 -
Other Agency .......... 23028 2)028 = = l’ 736 1:736 = = 11631 11631 -
Contract ... .oovuuenn 6,439 6,439 - i 5,643 | 5,6U43 - = 6,856 | 6,856 -
Program Assistance .......
Total Other thon Devel. Loan . | 15,873 15,873 - - 13,000 |13,000 - - 14,600 |14,600 -
Total Assistance . ... ....... P13,773 XXX | Xxx xxx f 183,000 | xxx XXX xxx |} 214,600 | xxx XXX
NUMBER OF U.S. TECHNICIANS (Program Overseas) NUMBER OF PARTICIPANTS
On Duty At Close of Yeor Programmed During Year
TYPE OF TECHNICIAN Actuol Estimote Proposed TYPE OF PARTICIPANT Actual Estimate Proposed
FY 1967 FY 1968 FY 1969 FY 1967 FY 1968 FY 1969
A.lLD.employed .. ............ 138 131 117 Non-contract « .« oo v v v vnnns 677 664 928
Participoting agency . ......... T3 49 49
Contractor technicions ......... 185 148 107 Contract . ............... 202 291 334
Total ... 396 328 273 Total . ............... 879 955 1,262

C

18

c




PR

o pras
(o
\“

Country: BRAZIL PROJECT DATA TABLE 11l
PROJECT TITLE ACTIVITY FUNDS
Agrarian Reform Agriculture and Natural Resources TA
: PRIOR REFERENCE . INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION|
PROJECT numser  512-15-120-249 p. 18, FY 68 IA P,D.B. Fy. 1963 Fy. 1972

Project Target and Course of Action: To complete assis-
tance by the Bureau of Land Management (USDI/BIM) to the
Agrarian Reform Institute (IBRA) for the evaluation of
land resources, tenure, and socio-economic factors related
to settlement and to improve IBRAts capabilities for ten-
ure determination and title issuance. Technical assis-
tance is also being provided by the U,.,S. Department of Ag-
riculture to the Ministry of Agriculture for land utiliza-
tion, classification and management, and soil and carto-
graphic surveys. U.S. assistance is anticipated to sup-
port a comprehensive program for modernization, diversifi-
cation, and reform of the depressed sugar area in North-
east Brazil.

Progress to Date: A national cadastral survey has been
completed by IBRA and a new land tax executed which is
progressive with land size and regressive with intensity
of land use. This tax has provided funds to cover the
cadastral survey costs (approximately $10 million) and to
add $20 million to federal revenues. Title issuing pro-
cedures have been reorganized resulting in the issuance of
more than 40,000 new land titles in the past two years.
Basic soils maps of Northwestern Brazil covering more than
one billion acres have been completed and detailed soil
surveys of portions of the States of Mato Grosso and Goias
have been initiated to facilitate large-scale settlement.
A study was made of the diversification and modernization
possibilities for approximately one million acres in the
Northeast sugar zone, This study conducted by USAID-

development of a reform plan and establishment of an inter-
agency group (GERAN) by the President of Brazil to initi-
ate action momentum and to coordinate implementation. Land
resource studies for the area are scheduled for execution
with Inter-American Geodetic Survey (IAGS) assistance in
1968,

FY 1969 Program: USDA and USDI/BIM assistance will contin-
ue in order to complete present programs with IBRA and the
Ministry ($29,000). IAGS/PASA assistance initiated in

FY 68 for assessment of land resources and refinement of
GERAN plans will continue ($70,000). New contracts are
planned in vocational education and short-term studies of
diversification potential in the Northeast sugar zone
($185,000). An Agricultural Sector ILoan is planned to as-
sist GOB efforts to consolidate small land holdings and
support voluntary settlement. GOB funds will be used to
facilitate land purchase - loan funds will be used for cre-
dit, market facilities and farm to market roads.

U.S. Technicians: Three IAGS/PASA land use specialists,
four contract specialists for vocational education, com-
munity development and agricultural diversification studies
and four direct-hire advisors to plan and coordinate pro-
gram activities. Phase-out costs for services under BIM
and USDA soil PASA's will also be required.

Participants: Twenty-nine direct-funded participants for
periods ranging from six weeks to one year in land use and
water resource planning, soil classification, agricultural
vocational training, and cooperative development.

financed technicians was partially responsible for GOB Commodities: Demonstration laboratory equipment,
U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligotions Expenditures | Unliquidoted OBLIGATIONS
: Estimated FY 1968 Proposed FY 1969 Inter-American Geodetic
Through 6/30/67 822 736 86 ¢ c Direct |Contract/ | Direct Cocr)v":oc' Toral Survey
\ T o ther ota
Estimated FY 68| 330 287 oxt Components | A | Oer | Tetel } a0 | Teme, | ™" |lU.s. Dept. of Agriculture
Estimated U.S. Technicions | 91 | 165 [256 114 1 271|385 [[U.S. Dept. of Interior,
through 6/30/68 | 1,152 1,023 129 Participants . . . |20 - 56 124 - 124 Bureau of Land Management
Future Year Estimoted Commodities . . . 15 3 18 5 1-3 18 Checchi and Co.
Obligations Tatal Cost Other Costs - - - - - - International Development
U Services, Inc.
Proposed FY 69 527 l,“+25 3,1011- Total Obligotions 162 168 330 2)"‘3 28L 527
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Country: BRAZIL PROJECT DATA TABLE )
PROJECT TITLE ACTIVITY FUNDS
Agricultural Production Agriculture and Natural Resources TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL CBLIGATION
pRosECT numser  512-13-130-247 p. 20, FY 68 IA P.D.B. Fy: 1963 Fy. 1970

To develop within
the State agencies

Project Target and Course of Action:
the Ministry of Agriculture (MA) and
increased institutional capabilities for planning and im-
plementing agricultural research and extension programs
aimed at efficiently increasing livestock, food and fiber
crop production. An important related target is to sys-
tematize coordination and cooperation between the MA,
State Secretariats, and agricultural universities.
Progress to Date: This project supports increased self-
help efforts by the MA which has increased the proportion
of its budget allocated to production research from 11.9%
in 1965 to 15% in 1967--equivalent of $12 million. In
1967 the MA placed all research personnel on & full-time
basis and established an Office of Research Coordination
to coordinate activities with states, universities, and
private organizations. Contract technicians of the IRI
Research Institute have provided major assistance to the
MA in the planning and implementation of applied research
and training programs and in dissemination of results to
farmers. Important findings have demonstrated that the
use of protein-rich tropical legumes can increase beef
production by 24% per hectare and cut production time in
half--from five to two and a half years (400,000 acres
have been improved resulting in an estimated direct in-
crease of 20,000 metric tons of beef); that double crop-
ping of wheat and soybeans is a viable alternative to cof-
fee in many parts of Brazil; and that application of fer-

high protein corn under the full-time maize geneticist from
Purdue. Extension seryice expanded from 200 offices in 10
states in 1961 to 1500 in 22 states with 3000 agents and
is completely financed by Brazilian federal and state re-
sources. Fish production is being increased in the protein
deficient Northeast with the help of technicians from the
U.S. Bureau of Commercial Fisheries (BCF). Particular
attention is being placed on management of inland impound-
ments, intensive fish culture potential and marketing and
distribution studies.

FY 1969 Program: GOB has requested USAID assistance in an
expanded program of agriculture research through the MA and
the Brazilian National Research Council {CNPg) to be fi-
nanced in part through a USAID loan. Under the proposal
the number of grant-funded IRI advisors will be reduced to
approximately 14 by the end of FY 69 ($1,220,000). Under
a GOB contract, they will concentrate on assisting the MA
in research planning evaluation. BCF advisors working on
the fisheries project will be increased ($106,000). The
Purdue high protein corn contract will require $83,000.
U.S. Technicians: Fourteen IRI contract in research and
extension, one Purdue contract in research, four BCF/PASA
fisheries specialists, three direct-hire advisors to coor-
dinate and supervise. Short-term research consultants.
Participants: Forty-seven direct-funded short-term and 63
contract long-term participants in animal and plant sci-
ences and extension.

tilizer and lime in corn production is economically advan- Commodities: Laboratory and field equipment and supplies.
tageous to the farmer. Research continued to develop a
U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimated FY 1968 Proposed FY 1969 IRI Research Institute
Through 6/30,67] 7,545 6,093 | 1,452 mm: o — e
Estimated FY 68 1,&&8 1,837 | e ', Cost Components AID A%':.:cr’ Total AID Aog':'n.;y Total Department of Interior
Estimoted U.S. Technicians 70 1 986 1,056 68 1920 988 Bureau of Commercial
through 6/30/68 | 8,993 7,930 | 1,063 § oo [ 681 233 301 100378 | 478 | Fisheries (BCF)
Future Year Esti d c dities . . . d 91 91 10 | 111 121
Obligations Total Cost Other Costs . - - - - - - Purdue University
Proposed FY 69 | 1,587 1,428 12,008 Total Obligations 138 [1,310. {1,448 178 409 [L,587
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Country: BRAZIL PROJECT DATA TABLE 1)
PROJECT TITLE ACTIVITY FUNDS
Agricultural Marketing Agriculture and Natural Resources TA

PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
ProsecT numeer  512-15-150-248 p. 21, FY 68 1A P,D.B. Fy. 1963 fy:. 1973

Project Target and Course of Action: To assist Brazil

1) to prepare agricultural development plans to increase
production by at least 5% per year and reduce marketing
losses from 30% to 10% or less by 1972 and 2) to develop
adequate credit facilities to finance production and mar-
ket development. The program includes the development of
agricultural statistics, adequate storage facilities, and
high quality seeds; the strengthening of farm cooperatives
and minimum price programs and training agricultural plan-
ners.

Progress to Date:
lished with USAID

The National Rural Credit Fund estab-
assistance in 1964 has increased its
loans from 32,500 in 1965 to an annual rate in excess of
140,000 in 1967. The National Cooperatives Bank reorgan-
ized with USAID assistance, has also increased its loan
volume from an equivalent of $25.4 million in 1965 to
$38.5 million in 1967. The Bank has 1587 contributing
member cooperatives (with an estimated 900,000 farmer mem-
bers which had increased their subscription to the Bank
from an equivalent of $81,360 as of December 1966 to
$630,000 as of May 1967. Crop forecasting and general ag-
ricultural statistics series have been revised and im-
proved, thus permitting more precise agricultural planning
The market news service initiated in 1966 with daily re-
ports from Rio de Janeiro, Belo Horizonte, and Sao Paulo
was extended to Curitiba and Porto Alegre in 1967 and is
expected to include Recife and Belem during FY 68. Over
150 cooperatives have been given technical advice and as-
sistance on how to improve their organizations and opera-

tions and approximately 200 staff members of federal and
state agencies assisting cooperatives have received coop-
erative training through 15 in-country training programs.
The minimum price program has been effective in raising
prices of Brazilian agricultural commodities to approxi-
mately the level of world prices. Nearly 1000 Brazilians
have received training in various aspects of seed technolo-
gy since the seed assistance program was initiated in 196L4,
Expanded training activities for agricultural planners
necessitates extension of this project into FY T73.

FY 1969 Program: Future USAID assistance under this pro-
Jject will concentrate on integrated agricultural planning,
including local planning, planning related to the strength-
ening of cooperatives and of adequate credit programs for
farmers. Funds will be required for the above aid,for the
phase-down of assistance for market news development and
the minimum price system. (USDA and IAGS PASA's, $46L,000),
Funds will also be required to continue the contract with
Mississippi State University ($213,000).

U.S, Technicians: Ten USDA/PASA in the field of economics
and marketing, one IAGS/PASA for land resource planning,
two contract for seed development, four contract (prior
year funded) for economic planning, and four direct-hire to
coordinate and supervise.

Participants: Sixty-six direct participants in economics,
cooperatives, rural credit, minimum prices and warehousing;
20 contract-funded participants in advanced seed technology.
Commodities: Demonstration seed testing, processing and
storage equipment, foundation seed, and training aids.

U.S. DOLLAR COSTS (in Thousands) PRINCIPAL CONTRACTORS/AGENCIES
Obligations Expenditures Unliquidated OBLIGATIONS
a Estimated FY 1968 Pr d FY 1969 $
Theough 6/30/67] 3,90% 3,485 479 — : o — ""’E::"m U.S. Dept. of Agriculture
] Cost Components s Other | Tatol Ny Other Total
Estimated FY 68 1,302 1,082 A0 A;.:cy ° AID Agency MiSSiSSippi State
Estimated . ’ U.S. Technicians 95 1880 9715 11k 293 | 707 University
through 6/30/68 | 5,166 4,567 599 Participants ... | 101 | B0 | 201 ] 207 | 53260
Future Year Estimoted Commodities . . . - 25 25 - 31| 31 Inter-American Geodetic
Obligations Total Cont Other Costs . .. 1 = 1 bt had nd Survey
Proposed FY 69 998 1,735 7 ,899 Total Obligations 257 9)"’5 L ,202 321 677 998
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Country: PROJECT DATA TABLE I
PROJECT TITLE ACTIVITY FUNDS
Agricultural Education Agriculture and Natural Resources TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
prosECT Numser  512-11-110-094 p. 27 of FY '68 1A P.D.B. Fy: 1957 Fy. 1072

Project Target and Course of Action: To expand the capa-
cities of Brazilian secondary and university level insti-
tutions to train the agricultural technicians required for
more rapid development of the country's agricultural re-
sources. The goal at the university level is to double by
1970 the 1963 enrollment, to increase graduate level
training by tenfold, and to integrate teaching, research,
and extension. The secondary level goal is to triple by
1972 the 1962 enrollment in agricultural technical schools
and substantially increase agricultural vocational train-
ing in public high schools. Attainment of these goals
requires advisory services of U.S. technicians to support
faculty and teacher training, the establishment of gra~
duate programs, and university administrative improvements
Progress to Date: Advisors provided under contracts with
Purdue Univ., the Univ. of Wisc., the Univ. of Ariz., and
Ohio State Univ. are assisting the Rural Univ. of Minas
Gerals (UREMG) and the agricultural colleges of the Uni-
versities of Rio Grande do Sul (URGS), Ceara and Sao Paulo
(ESAIQ). Enrollments have increased 62%, 50%, 55% and 47%
respectively, faculties have been improved and enlarged,
the curriculum has been reorganized, graduate level in-
struction established and research administrative moderni-
zation expanded. ©Significant at all four locations is the
increasing involvement of the universities in the agricul-
tural development programs of their respective states. A
firm phasing out plan has been established for the four
university contract programs advancing by one year
($hrough FY 72) the final obligation date to cover this

schedule. In Secondary Agricultural Education the number
of agricultural schools has risen from 28 in 1963 to 43 in
1967. Fifty new agricultural shop courses have been estab-
lished in public high schools and the number of short
courses for young and adult farmers increased from 70 in
1965 to 310 in 1967.

FY 1969 Program: Emphasis in FY 69 will continue on
strengthening graduate programs and increasing the involve-
ment of the universities in state agricultural development
programs through the coordination of planning, research and
extension. Additional funds will be required in FY 69 for
one year's funding for each of the four university con-
tracts (Univ. of Arizona., $361,000; Univ. of Wisconsin,
$4L4B,000; Purdue Univ., $600,000; Ohio State Univ.,
$473,000) .

U.S. Technicians: Five direct-hire technicians to super-
vise secondary and higher education activities, 35 con-
tract university professors in agricultural education and
aprroximately 23 short-term gontract consultants.
Participants: Approximately 55 contract and 10 direct par-
ticipants for U.S. training in such fields as agricultural
economics, animal and plant sciences, soils, and secondary
agricultural vocational education.

Commodities: Teaching aids and copyrights for textbooks to
be translated into Portuguese; laboratory equipment and
supplies funded in contracts not obtainable in Brazil.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures Unliquidated OBLIGATIONS
) Estimated FY 1968 Proposed FY 1969 University of Arizona

Through 6/30/67} 11,966 9,717 2,249 Orracy [Controct/ Orraey[Cantract University of Wisconsin
Estimoted FY 68| 1,399 2,318 Cost Components | “Aib AO":':;, Totel | “aip A%T:c', Tetel || Purdue University
Estimoted ’ U.S. Technici 118 [1080 | 1158 | 127 | 1400 | 1527 || Ohio State University
through 6/30/¢8 |13,365 | 12,035 | 1,330 | -° o™ oo a0 | ko | 50| 337 367

Future Yeor Estimated Commodities. . . 5 96 101 35 ll-l-s 180

Obligations Totel Cout Other Costs . = = - - h -
Proposed FY 69 2,09!4» 2,721 18’ 180 Total Obligations l’+3 1256 1399 212 | 1882 209’4’
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Country: DRAZIL PROJECT DATA FABLE Il
PROJECT TITLE ACTIVITY FUNDS
Power Industry and Mining TA

PRIOR REFERENCE

512-15-220-228

PROJECT NUMBER

p. 22 of FY '68 IA P.D.B, Fy:

INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION

1962 Fy. 1972

Project Target and Course of Action: To provide engineer-
ing and other technical supervision to an USAID loan-
assisted program for doubling by 1970, the 1963 power
generating capacity of approximately 6,000 megawatts (MW).
This will require an increase of 5,000 MW installed gener-
ating capacity over the 7.3 thousand MW installed as of
1967. In addition, a further 4.3 thousand MW of installed
capacity will be required during the 1971-1976 period to
meet Brazil's future power sector requirements. Corres-
ponding increases in transmission and distribution facili-
ties are also planned. This technical cooperation project
complements the USAID capital lending program in the power
sector.

Progress to Date: Nineteen USAID dollar and cruzeiro
loans totaling $176 million and the eguivalent of $852,000
have been authorized since 1963. These loans are assist-
ing in financing 1283.4 MW of generating capacity, of
which 93.1 MW are complete; 7567 Km of transmission lines,
of which 1433 Km are complete; 5759 Mva of substantion
capacity, of which 760 Mva are complete; 2838 Km of dis-
tribution lines, of which 366 Km are complete; and 4755
Mva of distribution transformer capacity of which 318 Mva
are complete. USAID technicians financed under this pro-
ject have assisted in the supervision of these loans.
Further U.S, technical assistance funding has provided
training to 32 Brazilian power engineers and executives

in the U.S., Puerto Rico, and Brazil under this program.
Forty-four of the 73 systems included in phase one of

~ Participants:

the rural community electrification program in the North-
east have been completed. An additional 25 systems are
under construction.

FY 1969 Program: Funds will be required for staff services
related to the review of capital project proposals and the
monitoring of approved projects and for selected partici-
pant training. In light of the possibility of financing
additional loans in the power sector, the final obligation
date has been extended to 1972.

U,S. Technicians: Three direct-hire engineers to coordi-
nate and supervise the projects and to support loan acti-
vities will be required.

Twelve participants in power and telecommu-
nications will receive training in the U.S. and Puerto
Rico.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimated FY 1968 Proposed FY 1969
Through 6/30,67 602 Loz 110 - Contract ) Contract
. Cost Components D:IQDH °01h.r Total DXI‘DC' Other Total
Estimated FY 68 103 161" Agency Agency
Estimated U.S. Technicians 81 = 811 85 - 85
through 6/30/68 | TO5 656 k9 Participants . . . |22 | = 22| 3% | - 36
Future Yeor Estimated Commodities . . . bt - - il - -
. . T
Obligations otol Cost Other Costs . = nd = = - it
Proposed FY 69 121 395 1221 Total Obligations 103 = 103 | 121 = 121
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Country: BRAZIL

PROJECT DATA

TABLE I
PROJECT TITLE ACTIVITY FUNDS
Transportation Transportation TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
ProsecT numeer 512-15-380-229 p. 2k of FY '68 1A P.D.B. Fy.: 1963 Fy. 1971

Project Target and Course of Action: To accelerate the
development within Brazil of transportation facilities,
particularly highways. This project complements the USAID
capital loan program in highway construction and mainten-
ance equipment. It provides technical assistance to im-
prove Brazillan capability in highway engineering, espe-
cially the organization and administration of federal and
state highway departments and the training of key highway
officials. And finally, it finances essential U.S. ser-
vices for reviewing loan applications and monitoring loan
implementation.

Progress to Date: $81.6 million in loans have been auth-
orized for the purchase of highway maintenance equipment
and relatei technical services for upkeep of state high-
ways in all nine Northeast states, Minas Gerais State high-
ways and federal and state highways in Sao Paulo, Rio
Grande do Sul, Santa Catarina, and Parana.

U.S. technical assistance funding has been used to pro-
vide training to more than 1,250 Brazilian state and fed-
eral highway personnel through on-the-job training and
USAID-supported projects and 90 Brazilian engineers on six-
week observation/study tours in the United States. The

complete), and the equivalent of $1.85 million in counter-
part funds have been provided to the agrarian reform agency
in the State of Rio Grande do Sul for construction of

1408 Km of agricultural feeder roads. The BR-11 Civic
Action Highway construction program in the Northeast was
completed during FY 67, as were the USAID-supported feasi-
bility studies of portions of BR-11l, 13, and 25. The
equivalent of $7k1,000 in counterpart funds have been made
available for the construction of three bridges on the
Brazil-Peru highway, a part of the Pan American Highway
system, and a $2.7 million loan has been made available for
air navigational aids equipment.

FY 1969 Program: Technical assistance to Federal and State
agencies will be continued to strengthen their capabilities
to maintain highways and for monitoring highway construc-
tion executed by contractors.

U.S. Technicians: Seven BPR specialists to provide techni-
cal assistance to Federal and State highway agencies and to
perform engineering staff services for the USAID; one
direct-hire technician.

Participants: Fifteen Brazilian engineers for direct-
funded short-term training in U.S.

equivalent of $43 million (principally Brazilian-owned Commodities: Training aids,
counterpart) have been provided for the following con-
struction programs: Rio-Sao Paulo highway (85% complete);
North Production Road in Rio Grande do Sul (50% complete);
Parana Coffee Road (100% complete).
A $17.4 million loan has been authorized for nine high-
way construction projects in six Northeast states (21%
U.S. DOLLAR COSTS (l‘n Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimated FY 1968 Propased FY 1969 «S. Bureau of Public Roads

Through 6/30,67] 3182 3110 72 Drect [Contracty Drect
Estimated FY 68 291 307 Cost Components AID Ac;q:.:cr’ Total AID AO;.h:;Y Total
Estimated U.S. Technicians |21 | 254 | 275 28 | 210 | 238
through 6/30/68 | 3473 3437 36 Participants . . 10 = 10 19 = 19

Future Year Esti d C dities . . . - 6 6 = 5 5

Obligations Total Cost Other Costs . = o el ad = =
Proposed FY 69 262 689 Lhak Total Obligations 31 260 291 )"’7 215 262
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Country: EBRAZIL PROJECT DATA TABLE 11l
PROJECTY TITLE ACTIVITY FUNDS
Labor Labor TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PROJECT NUMBER 512-11-)4»10-028 p. 25 of FY '68 1A P.D.B. Fy. 1956 Fy. 1972

Project Target and Course of Action: To strengthen the
free democratic trade union movement in Brazil by leader-
ship training, encouraging Brazilian American "Union-to-
Union" exchanges, development of Brazilian trade union
services and by helping the Ministry of Labor in its ef-
forts to improve and expand its services in fields direct-
ly affecting worker benefits, interests and productivity.
Progress to Date: Since 196L, under the "Unicn-to-Union"
program, 30 Brazilian delegations totaling 259 union
leaders have visited counterpart AFL-CIO affiliates in the
U.S. Eleven two-man AFL-CIO delegations from trade union
organizations were in turn received by their Brazilian
counterparts. During FY 67, 10 trade union leaders from
key labor sectors received specialized training at the
University of Puerto Rico and complementary orientation in
the United States from the AFL-CIO and counterpart unions.
A total of 18 labor Ministry officials have visited the
U.S. for study and consultation and four U.S., Department
of Labor officials and technicians have consulted in Bra-
zil in the fields of industrial health and safety, man-
power, social security and labor statistics.

With assistance from the ATFID, the Instituto Cultural
do Trabalho (ICT) has trained approximately 7,000 union-
ists in Regional Seminars conducted throughout Brazil and
at ICT's training center in Sao Paulo. AIFLD continues to
provide advisory assistance to rural trade unions through
the three service centers constructed in Pernambuco. It
has also been able to assist over 45 small social-impact
projects with AFL~CIO and USAID funds.,

In 1967, under a complementary local currency program,
76,000 scholarships were given to the children of union
members and the Brazilian Government provided funds for
additional scholarships.

FY 1969 Program: The USAID will contimue to fund technical
assistance to the Ministry under a USDL PASA, the '"Union-to-
Union" leadership exchange program,and exchange of offi-
cials between the Ministry and USDL. Under the AIFLD con-
tract ($587,000) advisory services will be continued to
rural union centers in the Northeast, training of trade
union officials through ICT, and assistance to such social
impact projects as union hall construction, a brick-making
machine for a small union, formation of a union coopera-
tive, and an ambulance for a textile workers union.

U.S. Technicians: By the end of FY 69 AIFID will phase-

down to four U.S. technicians plus short-term consultants
for workers' education and rural social projects. Short-
term Department of Labor advisors will be needed for the
Ministry-to-Ministry program,

Participants: During FY 69, approximately 110 union par-
ticipants and 28 ministry officials and key officers in
industry who deal with labor relations will receive short-
term training in Puerto Rico. Another 25 union partici-
pants will receive short-term training under the AIFLD con-
tract. Up to 14 AFI-CIO representatives are programmed for
exchange visits to Brazil.

Other Costs: Local operating expenses of labor training
programs in Brazil and publication of follow-up material
of exchange groups.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/ AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969 Department of ILabor

Through 6/30/67 2545 2362 183 Cost Components | Direct C%m:ﬂ/ Total | Direst C%ﬁ:? Total American Institute for
Estimated FY 48 840 787 S MO 1 pgency Free Labor Development
Estimated U.S. Technicians |21 | 188 | 209 24 | 197 | 221
through 6/30/68 3385 3114'9 236 Pacticipants . . . 185 - 185 273 20 323

Fu':"e Year Eatimoted Commodities . . . - - - - - -

Obligations | Total Cost ll yper Costs ... |16 | 430 | bU6 | 19 | 367 | 386
Proposed FY 69 930 2359 6674 Totol Obligatians | 222 | 618 | 840 | 316 | 614 | 930
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BRAZIL

Country: PROJECT DATA TABLE il
PROJECT TITLE ACTIVITY FUNDS
National Water and Sewerage Health and Sanitation TA

PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION|
eroJECT NumBER 512-11-520-062 p. 26 of FY '68 IA P.D.B. Fy: 1961 Fy: 1972

Project Target and Course of Action:

1) To develop adequate and safe water supplies for T0%
of the urban population by 1973;

2) To double the urban sewer capacity by 1970; and

3) To provide adequate water to meet growing commercial
and industrial needs.

To accomplish this USAID is assisting in:

l) The improvement of water and sewerage systems manage-
ment through training and technical assistance;

2) The execution of major physical improvements through
a revolving loan fund program; and

3) The transfer of responsibility for providing water
and sewerage services from the federal and state govern-
ments to municipalities.
Progress to Date: I. National Water Fund: - Established
in April 1965 on a revolving, self-sustaining basis, this
fund permits Brazilian municipalities for the first time
to obtain long-term loans for water supply construction
projects. It requires municipalities to demonstrate a
capacity to manage facilities and repay the full value of
the loans. Twenty-one NWF loans were approved as of
August 1967, benefiting two million people. Applications
were in process from municipalities with population total-
ing an additional two million people. The GOB contributes
$2 million equivalent in budgetary resources and approxi-
mately $8 million in counterpart annually to the NWF.
Municipalities and States contribute an additional $6
million on a matching basis.
II. Training: Over 1,400 water works personnel have been

trained in five regional training centers established with
USAID assistance. Over 150 Brazilian technicians and en-
gineers have received training in the U.S., both observa-
tional and academic., Eleven cities have received assis-
tance in municipal utility administration and over 130
participants from 89 municipalities in 16 States have
attended AID supported seminars on water financing and
management procedures. Water systems studies for 35 cities
have been completed. This project has been extended into
FY T2 to satisfy Brazil's increasing emphasis in this
field.

FY 1969 Program: AID will continue to assist the National
Water Fund in refining and expanding its operations. This
will primarily be done through the development of State
Water Funds. The establishment of training programs and
special courses for municipal water and sewerage techni-
cians and management persomnnel will continue. The number
of personnel trained in Brazil is expected double by the
end of FY 69 the total number trained through FY 67.

U.S. Technicians: One direct-hire technizian to supervise
project activities and five long and three short-term
Public Health Service advisors under a PASA to help estab-
lish water supply and sewage training programs and advise
on water system financing.

Participants: Short-term training for LO Brazilians in
the U.S., and third countries in administration, design,
and management of water supply systems.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidoted OBLIGATIONS
/30,67] 2855 2783 7 Estimoted FY 1968 Proposed FY 1969 U.S. Public Health

Through 6/30/ Direct o Direct [CHD Service
Esrimated FY 68 214»2 269 Cost Components AID ‘ﬁ%&‘y Totol AID Aog'ehn.;y Total
Estimated U.S. Technicians | 60 | 148 | 208 1 30 1135 | 165
through 6/30/68 | 3097 3052 45 Participants . 33 - 33| 15| - 75

Future Yeor Estimoted Commodities . . . - 1 1 - 1 1

Obligations Tatol Cost Other Costs . .. o = b = = =
Proposed FY 69 241 566 390k Total Obligations | 93 19 | 242 | 105 | 136 241
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Country: BRAZIL

PROJECT DATA

TABLE Il

PROJECT TITLE ACTIVITY

Health (includes Malaria FEradication)

Health and Sanitation

FUNDS

TA

PRIOR REFERENCE

p. 36 of FY 168

PROJECT NUMBER

512-11-590-265

IA P.D.B.

INITIAL OBLIGATION

Fy: 1958 Fy: 1973

Project Target and Course of Action:

1) To assist in improving health planning and adminis-
tration through the establishment of a permanent planning
unit within the Ministry of Health.

2) To provide technical advisory assistance and loan
funds to enable Brazil to eradicate malaria by 1975.
Progress to Date: A Planning, Evaluation, Research and
Special Project Unit {PERSP) has been established in the
Ministry of Health. Highlights of PERSP's first year of
operation have been:

l) Initiation of long-range action planning for the
Health sector, setting forth goals and priorities;

2) Initiation of research programs on some of the more
serious endemic diseases in Brazil as a concomitant to
diseased control programs;

3) Sponsorship of special training programs in preven-
tive medicine and malaria eradication;

4) Initiation of a program to publish and distribute a
series of books on various aspects of public health; and

5) Initiation of a program of improved coordination of
public health programs in the Northeast.

In the Malaria Eradication Program:

l) An additional 3.6 million people were brought under
protection in FY 1967.

4) Plans have been prepared for the initiation of spray-
ing operations in all remaining malarious areas by the end
of 1968.

5) The Malaria Eradication Service has been reorganized
and its operational efficiency improved. To decentralize
operations, five regional operational control offices have
been established.

The Pan American Health Organization (PAHO) and the Ford
Foundation are supporting the establishment of a demogra-
phic research center in Brazil.

This project is being extended to FY 73 to provide tech-
nical assistance to the Brazilian Malaria Eradication Pro-
gram through the Consolidation Stage.

FY 1969 Program: Assistance will be continued to the Min-
istry of Health in improving health planning and the ra-
tional allocation of resources for health improvement pro-
grams and in the eradication of serious diseases such as
malaria, Chagas' disease and schistosomiasis.

U.S. Technicians: Four Public Health Service PASA (one
malaria and three public health advisors), two contract
advisors (epidemiology and nutrition), and two direct-hire.
Participants: Fifty-four long and short-term direct-funded
participants for U.S. and third-country training in public
health and malaria eradication.

2) Total population protected to date reached 18.9 Commodities: DPublic Health materials not available in
million, or 53% of the population at risk. Brazil.
3) Blood samples verify marked decrease in the inci-
dence of malaria in the areas under total coverage.
U_s_ DOLLAR COSTS (ln Thcusunds) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidoted OBLIGATIONS
Through 6/30,67| 14 282 | 14,153 129 - E,'":",”:' gL - T U':‘;rsﬁim flealth
Cost Components Y Other Totol yes Other Total
Estimated FY 68 213 21k AD |y emey AID | pgency
Estimoted U.S. Technicians o7 76 133 60 |.100 160
through 6/30/68 l)-J-ZLI»95 l)'{’)367 128 Participants . . . 56 = 56 119 = 11
Future Year Estimated Commodities . . . ls - 15 20 - 20
. Obligations Total Coxt Other Costs . .. 9 had 9 = = bl
Proposed FY 69 299 716 15,510 Total Obligations | 137 76 | 213 | 199 100 | 299

27

SCHEDULED FINAL OBLIGATION|




BRAZIL

Country: PROJECT DATA TABLE UiI
PROJECT TITLE . ACTIVITY FUNDS
Elementary Education ' Education TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
prosecT numeer  512=11-640-037 p. 28 of FY '68 1A P.D.B. Fy: 1956 ey: 1970

Project Target and Course of Action: This project contri-
butes to Brazilts efforts to achieve universal elementary
education by 1976, to improve training for elementary
school teachers, and to eliminate illiteracy among the 10-
29 year old age group. Major attention i1s given to the
problem of grade repetition and dropouts.

Assistance in teacher training is concentrated primarily
in the Northeast.

USATID assistance to literacy training has been primarily
financial (through counterpart) in support of the ABC Cru-
sade in the Northeast. However, the USAID will provide
some technical assistance to explore possibilities of us-
ing radio, television and other modern communications
techniques in education.

Progress to Date: A contract team from the State Univer-
sity of New York, working with Ministry of Education
counterparts has completed a preliminary analysis of the
grade repetition and dropout problems and prepared model
plans for dealing with the problems.

An earlier PL-480 loan in the Northeast was renegotiated
with the Northeast Development Organization (SUDENE) and
signed April 25, 1967. The revised loan redirects the
rrogram from construction of primary schools to training/
supervisory centers and normal schools. New project
agreements have been signed by several states, SUDENE, and
the USATID.

Over 30 educators at the elementary level have completed
or are in training in the fields of elementary education
administration, supervision, training and curriculum.

Another 2,600 have completed in-service education courses.
A major education training center has been established and
U.S. assistance withdrawn. Total U.S, assistance to this
activity was approximately $1.7 million.

Approximately 320,000 adults have received instruction in
the literacy campaign. The program was expanded to include
a fourth state, Ceara, in the Northeast, and the state of
Guanabara has requested the ABC Crusade to assist 140,000
illiterates in that state. Over 7,500 voluntary teachers
have been trained to conduct classes. Approximately
283,000 books and specially adapted materials have been
distributed.

FY 1969 Program: The USAID will continue to support the
Ministry of Education planning team principally through
participant training. This team's work and recommendations
will be coordinated with those of the secondary education
planning team. Assistance to the Northeast will continue
to emphasize upgrading of school supervisors and teachers
through the State University of New York Contract($95,0070).
and continued rssistrnce for Adult Literrrcy ($17,000)

U.S. Technicians: Four direct-hire technicians and two
contract advisors, five of whom will be in the Northeast.
An adult literacy advisor (prior-year funded) will complete
a two-year tour in the Northeast.

Participants: Approximately 30 long~term participants in
adult education curriculum and administration, education
planning, school administration, specialized areas of ele-
mentary education; and up to 4O short-term participants.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations E xpenditure s Unliquidated — — ]9::L.GATI°N: e Research Foundation of the
stimate ropose: . .
Through 6/30/67] 5396 Lésh Tho — TConwact/] — T State University of
Estimated FY 68| 316 702 Cost Components | “Aip | D] T | A0 hagengsd o || Mew York
Estimated U.S. Technicians | 101 71 | 172 | 113 | 105 | 218 jfPersonal Service Contract
through 6/30/68 | 5712 5356 356 Participants . .. |_L39 - 135 | 234 - 23h
Fuh'lre .Yeur $uiTooed Commodities . . . p) = 2 = = -
Obligations otel Cont Other Costs . . . L - L - - -
Proposed FY 69 452 627 6791 Total Obligations 2)"’5 T1 316 3“"7 105 L"52
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Country: BRAZIL PROJECT DATA TABLE il
PROJECT TITLE ACTIVITY FUNDS
Higher Education | _Education ia
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PRoJECT Numeer  512-11-660-263 p. 29 of FY '68 1IA P,D.B. Fyv: 1959 Fy: 1972

Project Target and Course of Action: Under university
contracts, to provide assistance to the Ministry of Educa-
tion and Culture (MEC) in planning, development, and uni-
versity reform programs. Develop a national postgraduate
engineering center in Rio de Janeiro and assist in estab-
lishing graduate level economics training at the Univer-
sity of Sao Paulo and Getulio Vargas Foundation in Rio de
Janeiro.

This project includes efforts to develop manpower plan-
ning and to expand the research output of scientific man-~
power. Specialized training opportunities will be offered
to promising scholars in fields important to development.
Progress to Date: The graduate level programs in econo-
mics have expanded enrollment by 50%, from a total of 35
students to 53.

In manpower-planning, the GOB has developed a prelimi-
nary plan with the assistance of a USAID advisor for de-
termining Brazil's manpower needs.

Enrollment under the graduate engineering project has
increased nine-fold since 196L4-65 from 11 to 100 students.
During 1967 both the Federal University of Rio de Janeiro
and the Catholic University engineering faculties adopted
a decentralized system of policy formulation through which
important changes have been introduced in registration
procedures, standards for grading, graduation require-
ments, and the printing and distribution of annual cata-
logs.

Full-time Brazilian engineering staffs teaching at the
Federal University of Rio de Janeiro 'and at Catholic Univemr

sity increased from six and none to 20 and 19 respectively.

The Higher Education project is being extended into FY T2
to implement an agreement between the National Academy of
Sciences and the Brazilian National Research Council pro-
viding for joint study teams in ten science areas to pre-
pare recommendations on science development in Brazil.

Due to GOB inability to organize a higher
ning team, this activitywill be phased out.
continue exploring more fruitful avenues of
higher education planning.

Progress of the university administrative reform project
has been steady. In QOctober 1966 a formal program of semi-
nars, consultation, preparation of administrative manuals
and participant training was begun. In 1967 regional sem-
inars, were held in Salvador, Natal and Belem. Work has
begun on the preparation of a manual for financial systems.

Mechanical engineering assistance to the Instituto Tecno-
logico de Aeronautica (ITA) was phased out in July 1967.
The U.S. contribution to this activity was approximately
$2 million.

Projects in public and-business administration have re-
sulted in the establishment of several schools, study pro-
grams and courses for training people in these skills.

U.S. assistance to these activities, amounting to $5.5 mil-
lion, was phased out in 1966.

FY 1969 Program: Projects include the establishment of
graduate departments of economics at the University of Sao
Paulo and the Getulio Vargas Foundation (Vanderbilt Univer-
sity $278,000); establishing graduate engineering courses

education plan-
USATID will
assistance in

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/ AGENCIES
Obligations Expenditures Unliquidoted OBLIGATIONS Vanderbilt Universi‘ty
Estimated FY 1968 Proposed FY 1969 niversity of Houston
Through 6/30/67 10,248 8,9)+T 1,301 c c Direct |Contract/ Direcy [Contract TInter-American U. Founda-
Estimated FY 6| 1,124 | 1,408 ost Components | “alp | Other | Totel }raip | Ohe 1 T | tion
Estimated U.S. Technici 87 - 4oz |509 67 1553 | 620 |National Academy of Sci-
through 630,68 | 11,372 | 10,355 LOLT | pricianns - [ 238 | 367 1605 | 272 | 27h [ 546 || ences
Future Yeor Estimoted Commodities. . . - 10 10 - 15 15 Depa.r‘tmen‘t of Labor
Obligotions Totol Cost Other Costs . . . _ _ - N 6 6 cd_we:t Uni‘veriizies .
onsortium for Internation-
Proposed FY 69 l) 187 1,27)‘L 13)833 Total Obligations 325 799 l) 12)4’ 339 8)4“8 l) 187 al Activities
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Country: BRAZIL PROJECT DATA TABLE 1ll
PROJECT TITLE ACTIVITY FUNDS
Higher Education Education TA
PRIOR REFERENCE INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION|
IPRosECT NUMBER 512-]_]_-660-263 p. 29 of FY '68 1IA P.D.B. Fy: 1959 ry: 1972

at the Federal University of Rio de Janeiro (Houston Uni-
versity $125,000); assistance to Brazilian universities in
all aspects of administrative reform (Houston University
$87,000); manpower studies and projections for use by
development agencies (USDL $50,000) and cooperation be-
tween the National Academy of Sciences and the Brazilian
National Research Council on the identification and devel-
opment of needed scientific research projects (National
Academy of Sciences $158,000). Training of student lead-
ers will continue under the Inter-American University
Foundation contract ($125,000). Planning studies and sur-
veys ($25,000).

U.S. Technicians: One USDL manpower advisor, three
direct-hire technicians, seven contract professors, and
short-term consultants as needed.

Participants: Approximately 31 long-term contract and 21
direct short-term participants will be trained in econo-
mics social science and manpower planning. Provisions
have been made for 33 non-project related participants

and continuation of the training of student leaders (appro-
ximately 100 in FY 69).

Commodities: Purchase of copyrights.
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Country: BRAZIL

PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Secondary and Industrial Education Education TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
ProJECT NumBer  512-11-610-0L2 p. 30 of FY 63 IA P,D.B. fy. 1946 fy: 1970

Project Target and Course of Action:
1972

1) Institutionalizing of system of state planning for
secondary education in at least six states;

2) Doubling the number of secondary school graduates;
and

3) Doubling the annual output of skilled and semi~-
skilled manpower.

Progress to Date: The Brazilian Directorate of Secondary
Education has formed a group of educational planners which
has now worked with seven states in forming planning teams
at the state level. Preliminary data gathering and analy-
sis of information has taken place. The Directorate has
signed agreements which will provide funds to four states
permitting the operation of full-time planning teams.

Over 1,200 vocational education teachers were trained at
three teacher training centers bringing the total trained
to more than 2,000 in less than three years of operations.

Construction of permanent facilities is now nearly com-
plete at the Porto Alegre and Rio de Janeiro centers.

A joint team consisting of technicians from SENAI (the
Brazilian industrial apprenticeship training organization)
and U.S. Department of Labor advisors conducted a preli-
minary survey of present capacity and future potential of
SENAT for providing manpower training. From the data
gathered the team is in the process of selecting those
priority areas where change will produce the most rapid
and effective increase in the number of trainees SENAT can

To help achieve by

started with equipment purchased with PL-480 funds.

FY 1969 Program: The planning team (San Diego State Col-
lege Foundation, $523,000) will continue to work with state
secretariats in institutionalizing planning units and in
implementation of state plans developed by newly formed
planning units. The team will direct its efforts toward

a greater coordination with elementary education problems.
No need is currently foreseen for assistance beyond FY 69
at the three vocational training centers. It is expected
that the USDL PASA team will continue advisory services

to SENAT into FY 70 ($96,000).

U.3, Technicians: Five direct-hire, including one advisor
in the Northeast. Eight advisors from San Diego University
will continue their work in secondary education planning
with MEC and the State Secretariats of Education; the USDL
PASA team working with SENAT in apprenticeship training
will be reduced to three long-term advisors. (ne personal
service contractor, funded in FY 6& will continue assis-
tance to an industrial vocational training center in Porto
Alegre.

Participants: Thirteen participants (contract) in second-
ary education for a year's training in education planning.
Direct-funded participants will include seven year-long
participants in vocational education, 11 short-term in
industrial manpower plamnning, and 11 long-term in secondary
teacher education. .

Commodities: Training equipment for SENAT and miscellane-
ous supplies under the San Diego contract not available in

handle., In the Northeast serveral new courses have been Brazil. Other Costs: Local personnel and travel,
U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidoted OBLIGATIONS
Estimated FY 1968 Proposed FY 1969

Through 6/30/67 050 2736 31)"" Direct |Contract/| Direct [Contract San Diego State College
Estimated FY 68 751 608 Cost Components AID A%T:c', Totol AID AOg'::cry Total Foundation
Estimated U.S. Technicians 121 393 5]_)4 140 512 652 Department of Labor
through 6/30/68 | 3801 33kk k57 Participants ... | 200 | 25 | 185 | 139 | 68 [ 207

Future Yeor Estimated Commodities. . . 21 N 25 5 5 10

Obligotions Total Cost Other Costs . . . o 25 27 _ 3)+ 3)4
Proposed FY 69 | 903 10k0 STlhh Total Obligations | 304 | LLT | 751 | 284 [619 |903
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Country: BRAZIL PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Technical and Scientific Publications Education TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PROJECT NUMBER 512-11@0'127 p. 31 of FY 168 1A P.D.B. FY: 1963 Fy. 1970

Project Target and Course of Action: To assist the Bra-~
zilian Government and publishers to carry out a nation-
wide textbook program designed to make available, for the
first time in Brazilts history, an adequate supply of
textbooks for every student thus revolutionizing teaching
methods, curriculum and the learning process throughout
the country.

Simultaneously, the project aims to develop a continuing
capacity in Brazil to produce sufficient textbooks to meet
student needs in the future, to develop school libraries,
and to train teachers in the efficient use of textbooks.

Brazil's program intends that all elementary and second-
ary school students will have use of books on a loan ba-
sis, and that university students will be enabled to pur-
chase their textbooks at low cost. The production of 51
million textbooks is planned.

This program is being financed initially through
Brazilian-owned counterpart funds, derived from the 1966-
67 program loans. In addition, TC funds will finance
technical services, library science books, participants
and a limited number of copyrights.

Progress to Date: A Textbook and Technical Book Commis-
sion (COLTED) was created by special decree on October &4,
1966 to coordinate and supervise the activities of this
program.

To launch the program nation-wide, COLTED held a Week of
Studies in May 1967 in which supervisors, teachers, au-
thors, publishers, booksellers, librarians, educators and
government officials participated to make recommendations

concerning the selection, production and distribution of
the books.,

In August 1967, a contract for distribution of the books
was signed by COLTED to organize work groups and conduct
seminars in book distribution, library science and in the
preparation and editing of textbooks. The USAID has as-
sisted in translation, publication, and distribution of
1,400,000 books which have been made available to teachers,
students, libraries and the general public.

FY 1969 Program: COLTED will begin distribution of the
first books selected for mass printing and widespread use
throughout the school system. The USAID will continue to
provide technical assistance including two long-term spe-
cialists in the fields of textbook utilization and distri-
bution as well as short-term consultants in such fields as
the role of college bookstores, the development and coordi-
nation of book statistics and ways of using science text-
books effectively. Distribution of scientific books in
English to university libraries and research centers will
continue through the U.S. National Academy of Science con-
tract ($15,000).

U.,S3. Technicians: Two direct-hire textbook advisors, one
long-term contractor (funded in FY 68) and short-term con-
sultants.

Participants: ©Short-term participants, 20 to take part in
a book distribution seminar and 20 in library workshops.
Commodities: Scientific books in English.

Other Costs: Purchase of copyrights.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimoted FY 1968 Per d FY 196 .
Through 6/30/67 603 495 108 D.n: C‘:::'rcc' — '”E::mﬂ 969 Personal Services Contract
Estimated FY 68 195 200 Cost Components AID Xni;: Total Mg XT& Total
Estimoted U.S. Technici 37 125 0 0 100
through 6/30/68 798 695 103 p,,,.;c;::nr:;cio.n? 1 - B 1 511 - 51
Future Year Estimated Commeodities . . . 15 = 15 20 - 20
Obligations Total Cost Other Costs . . . 10 - 10 15 - 15
Proposed FY 69 186 590 1,57)4‘ Total Obligations 107 88 195 146 ko 186
32
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Country:  BRAZIL PROJECT DATA TABLE 11l
PROJECT TITLE ACTIVITY FUNDS
Development Planning and Administration Public Administration and Public Safet TA

PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FiINAL OBLIGATION
PROJECT Numeer  512-11-790~122 p. 33 of FY 68 1A P.D.B. FY: 1962 FY: 1971

Project Target and Course of Action: To further improve
development planning and administration in Brazil, within
national, state and local organizations, to upgrade the
quality of the planning and administrative processes and
to develop a more rational allocation of public and pri-
vate resources necessary for economic and social develop-
ment .

Progress to Date: The Ministry of Planning, working with
a team from the Univ. of Calif., Berkeley, has produced a
10-year development plan and a 5-year investment budget.

A Center of Economic Development has been established in
the Ministry to train development economists and statis-
ticians for all areas of government. With assistance from
U.S. Internal Revenue Service experts, the Ministry of
Finance has completed or has successfully underway pro-
jects in taxpayer compliance measurement, taxpayer rela=-
tions, training, collections, audit and fraud investiga-
tion. These and other Ministry activities are resulting
in significantly increased tax collections. The new Con-
stitution and the Administrative Reform Act, both promul-
gated in early 1967, contained provisions for executive
personnel development and for improved budgetary and fis-
cal management recommended by USAID-financed studies. The
Ministry of Planning has developed a new quarterly allot-
ment and consolidated cash account system and a program
budget system with the assistance of a U.S5. contractor.
The Brazilian Institute of Geography and Statistics, work-
ing with U.S. Bureau of Census advisors, completed pilot
testing of a household survey.

Publication of a U.S.-financed survey of problems of
state and municipal administration in Brazil, together with
sponsorship of seminars on the subject, is serving to pro-
mote interest in this field both within Brazil and on the
part of international donors. The FY 68 pipeline reflects
contracts with University of California; Public Administra-
tion Service, a private consulting firm; Griffenhagen and
Kroeger; and short-term contractors.

FY 1969 Program: During FY 69, USAID will continue assis-
tance to GOB Ministries, the Brazilian Institute of Munici-
pal Administration, and GOB organizations charged with im-
plementing administrative reform measures. Social science
advisory services will begin to be provided for regional
planning in the Northeast. FY €9 contract funding includes
$380,000 for University of California; $205,000, Griffen-
hagen and Kroeger; and $150,000 for a Capital Project For-
mulation contract for short-term specialists to evaluate,
analyze, and furnish expertise in formulation of projects
suitable for loan funding. $50,000 for short-term consul-
tants to municipal and state governments and $310,000 PASA
funding will also be required.

U.S. Technicians: Four direct-hire technicians, 12 con-
tract technicians, 10 long-term participating agency ex-
perts and short-term consultants.

Participants: Approximately 165 participants will receive
long and short-term training in development planning and
public administration.

U.S5. DOLLAR COSTS (In Thousands) PRINCIFAL couTnAcroﬂs/AcENCIEsJ—‘
Obligations Expenditures | Unliguidoted OBLIGATIONS University of Californisa,
Estimated FY 1968 Proposed FY 1969 Berkeley
Through 6/30/67 3637 2315 1322 A ontrac 4 Contrac i ini i
Y Cost Components Dm)c' COt'hev'/ Totel D:IeDc' veet) foel PUblic Administration
Estimated FY 68 1013 1495 Agency Agency Services
Estimoted U.S. Technicians | 127 | 561 | 688 | 115 1095 [1210 |lGriffenhagen and Kroeger,
through 6/30/68 | 4650 3810 8L0 Porticipants ... | 321 | - 1321 ['5827] - 158 Inc.
Future Year Estimated Commodities . . . 1 1 2 - - - Internal Revenue Service
Obligations | Totol Co% I Other Costs . . . 2| - 24 - - = _|Bureau of Census
Proposed FY 69 1792 2560 9002 Tatal Obligations 451 562 1013 697 1095 1792
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Country: BRAZTT, PROJEC

T DATA

TABLE IH
PROJECT TITLE ACTIVITY FUNDS
Public Safety Public Administration and Public Safety TA
PRIOR REFERENCE INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION
PRoJECT NuMBER 512-11-710-070 p. 32 of FY '68 1A P.D.B. Fy: 1959 fy: 1972

Project Target and Course of Action: The public safety
program seeks to improve the nationwide capability of
Brazil to maintain law and order by strengthening local,
state, and federal law enforcement agencies. Public Safe-
ty advisors are presently assisting police organizations
in 15 states, the Federal District, and the National Po-
lice. The assistance emphasizes advice and training in:
crowd and riot control and disaster relief; management;
pPlanning and installation of communications systems; oper-
ational effectiveness of investigations; records and iden-

tification; patrol, physical security, civil police lead-
ership, and public relations; criminalistics, counter-
insurgency, and traffic control.

Progress to Date: Among accomplishments of the program to
date are: 1) From 1959 through June 1967, a total of
55,350 police received training in Brazil and 313 in the
U.S. (increases of 10,524 and 52 respectively in FY 67).
2) The National Institute of Criminalistics and the Na-
tional Institute of Identification are now operational,
providing support to the National Police and training per-
sonnel from state police organizations. 3) Eight states
are installing statewide communicetions systems, and sim-
ilar systems are being planned for an additional six
states. h) The installation of equipment comprising a
National Police Communications system is nearing comple-
tion with 10 of the 12 planned stations in operation.

5) Ten cooperating states have adopted administrative re-
forms to improve operational efficiency of police forces,
and to apply modern techniques of police enforcement.

These states now have operating radio and mobile control
systems and '"Tactical Force" companies trained and equipped
to provide emergency assistance in any area of the state.
6) Brazilian contributions to date total $18.7 million for
equipment, physical facilities and training materials.
7) Major objectives were attained in two states during
FY 67.

Assistance under this project is being extended into FY72
to permit satisfactory implementation in the several states
in which activities were delayed 18 months due to reduction

in planned staff expansion.
FY 1969 Program: The program will be increasingly devoted
to completing programs in those states where assistance has

been underway for some years. Major project objectives are
expected to be attalned in at least five additional states
by the end of FY 69. Thereafter, greater emphasis will be
placed on assistance in the Federal District, to the Na-
tional Police and in those cooperating states needing con-
tinued assistance, particularly in the Northeast.

U.S. Technicians: By the end of FY 69, a reduction from

18 to 13 is expected.

Participants: Sixty-five Brazilian Public Safety officials
are to have U.,S. training, from one month for the senior
officer observation program to six months for selected
specialists.

Commodities: Communications, investigative and training
equipment not available in Brazil.

U.S. DOLLAR COSTS (In Thousaonds) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS

Through 6/30,67] 6005 5781 22l = Earipened ::/]968 = Proposed 1 1969
Estimated FY 68 581 60.]. Cost Components X'GDC' Aog'::éy Total ATD:' Aog'eh::y Totel
Estimated U.S. Technici L6 | - 346 1 365 - 365
through 6/30/68 | 6586 6382 20k pmﬁc;;SLiff 100 | - 100 1122 | - 190

Future Year Estimoted Commodities . . . 135 - 135 TO - TO

Obligations Totol Cout Other Costs = - - = - t
Proposed FY 69 557 998 8141 Total Obligotions 581 - 581 557 - 557

3L

y



Country:

BRAZIL PROJECT DATA TABLE il
PROJECT TITLE ACTIVITY FUNDS
Urban Development Community Development, Social Welfare, and Housing Ta
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
prosecT numeer  512-11-810-125 p. 34 of FY 168 1A P.D.B. Fy. 1963 Fy. 1970

Project Target and Course of Action: First, to strengthen
the institutional capacity of the National Housing Bank
(BNH) to effectively exercise its newly acquired responsi-
bilities and capital resources in the development of an
indigenous real estate financing industry. Second, to
increase, through technical assistance and training, the
capacity of local planning agencies to initiate and imple-
ment a national system of integrated local plans within
the framework of a developing national policy for urban
growth. Third, to increase the role of community action
and self-help in urban development.
Progress to Date: The GOB has designated the BNH as the
custodian of the workers pension (guaranty) fund, thus
assuring it of sizeable investment capital, estimated at
the equivalent of $289 million in CY 67 and a possible
equivalent of $367 million in FY 68. USAID is assisting
the Bank to expand financing for private mutual savings
and loan associations, real estate credit societies, fed-
eral and state Caixas Economicas, and to institute a sys-
tem of deposit insurance, mortgages insurance and other
functions similar to those of the U.S, Federal Home ILoan
Bank.

State or local government housing agencies (COHAB's)
now operate in all 22 Brazilian States. Working through
COHAB on a matching fund basis, BNH was responsible for
92,000 low-cost, public housing units produced throughout
Brazil in 1966. Approximately $11 million in new funds
were added to this program during the first half of 1967.

The Sac Paulo Master Plan, prepared with U,S. short-term
technical assistance, is now in the form of a loan applica-
tion to FINEP (Fund for Financing Studies of Economic
Development).

FY 1969 Program: Emphasis will be placed on training per-
sonnel from BNH and its sub-agency for urban planning,
SERPHAU. With the processing of the initial $20 million in
housing guaranties, the USAID staff will assist in estab-
lishing guaranty procedures within the BNH. U.S. technical
assistance will be provided to new community action groups
working in urban slum improvement and to urban and rural
self-help impact projects.

U.S. Technicians: Four direct-hire technicians (Chief of
the Housing and Urban Development Office, an urban planner,
housing finance advisor, and a housing guaranty specialist)
will work directly with cooperating GOB agencies. Addi-
tional short-term advisory assistance will also be re-
quired for studies and surveys for community action pro-
Jjects.

Participants: Fifty-two Brazilians to be trained for sav-
ings and. loan operations, cooperative housing, urban plan-
ning and development, and aspects of self-help housing and
commnity development, principally through intensive short-
term courses.

Other Costs: Financial and material assistance to local
private groups implementing self-help impact pro,jects.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidoted OBLIGATIONS
Estimated FY 1968 Proposed FY 1969
Through 6/30/67 8371 701 136 oy [Contract/ Divecr [Controct
Estimated FY 68 286 303 Cost Components AID mxx Total AID X?;(ﬁ;(& Total
Estimated U.S. Technicians 124 17 141 113 % 188
through 6/30/68 | 1,123 1,00k 119 Participants . . . |68 | = 68 | 99 | - 99
Future Year Estimated Commodities . . . 2 - 2 - - -
Obligations Total Cost Other Costs . .. > i [P 100 Z 100
Proposed FY 69 387 263 1,773 Total Obligations 269 lT 286 3]-2 75 387
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BRAZIL

Country: PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Deve lopment Banks Private Enterprise TA

PRIOR REFERENCE

PROJECT NUMBER 512-15 -920-226

p. 23 of FY 168 1A P.D.B. EY:

INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION

1964 fy: 1970

Project Target and Course of Action: To develop institu-
tions specialized in providing working capital and medium
and long-term investment financing for Brazilian private
enterprise. Key personnel in these institutions are being
trained to establish lending priorities and procedures and
efficiently analyze project applications. One U.S. tech-
nician and selected participant trainees are also direct-
ing their efforts toward the establishment of a sound cre-
dit union movement in Brazil.

Progress to Date: 1) Eight new intermediate credit agen-
cies have been established since the beginning of 1964 and
have made loans totaling over $210 million. These agen-
cies include the Economic Re-equipment Fund (FRE), which
finances U.S. imports; the Small and Medium Enterprise
Financing Program (FIPEME), which finances fixed capital
goods; the Industrial Financing Corporation (FINAME),
which finances the sales of Brazilian manufactured equip-
ment and machinery; the fund for the Financing of Studies
and technical assistance; and the Fund for the Democrati-
zation of Capital (FUNDECE), which makes working capital
loans for increasing industrial production.

2) Substantial progress has been made in institutionaliz-
ing a training program for development banking officials
in Brazil. The first such training program was held en-
tirely in the U.S. During 1967, however, the Getulio
Vargas Foundation, with assistance from New York Universi-
ty, conducted in Brazil the first two phases of a three-

phase training program. The third phase is being held at
NYU, attended by 40 Brazilian officials.

3) The credit union program in Brazil is also progressing
satisfactorily. Principal highlights include a) approxi-
mately 15 new credit unions are formed every six months;
b) total of 120 credit unions were established by June,
1967; c) credit unions' total memberships have increased
to 60,000 persons; d) total savings have reached approxi-
mately $1,200,000, and e) annual loan capacity has grown
to $2,500,000.

FY 1969 Program: Funds will be required in FY 69 to
finance technical assistance to the Getulio Vargas Founda-~
tion and the BNDE in the further institutionalization of

a development banking training program (NYU, $150,000).
Technical assistance will continue to be provided to inter-
mediate credit organizations through short-term consul-
tants ($25,000).

U.S. Technicians: Four protessors over a nine-month pe-
riod for assistance related to the establishment of the
development banking training program in Brazil, one short-
term development banking. financial consultant, and one Cre-
dit Union technician for advisory services to the interme-
diate credit organizations.

Participants: Twenty-five short-term contract partici-
pants in capital market operations.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures Unliquidoted OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969 New York Univeristy

Through 6730/67 531 317 21)4' Diract |[Controct/| Direct Contract
Estimated FY 68 264 241 Cost Components | “Aip | fwx | Tool | ‘wip | XEUREY Ter Credit Union National
Estimated U.S. Technicians 3 1171 [ a7k - 135 [ 135 Association, Inc.
through 6/30/68 | 795 558 237 Participants . . . 5 | 75 [ 80 [ - 4o [ Lo

Future Yeor Estimoted Commodities. . . 10 10 - - hud

Obligotions Tota! Comt Other Costs . . . = d = = =
Proposed FY 69 175 45 1015 Totol Obligations 8 | 256 | 264 - 175 | 175




Country: BRAZIL

PROJECT DATA

TABLE NI

PROJECT TITLE ACTIVITY

Industry and Commerce Private Enterpris

FUNDS

e TA

PRIOR REFERENCE

512-15-950-227 p. 35 of FY 68

PROJECT NUMBER

INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION

IA P,D.B, Fy: 1960 Fy. 1970

Project Target and Course of Action: To encourage and
facilitate the expansion of private industry in Brazil
through the modernization of Brazilian stock exchange
operations; the encouragement of joint-ventures and/or
franchise arrangements; the training of GOB technicians
and officials in the area of investment incentives; and
assistance to private industry in the area of productivity
improvement.

Progress to Date:

1) The operations and regulations of the Rio and Sao
Paulo stock exchanges are being modernized, based in part
on recommendations of U.S3. short-term consultants, to per-
mit more rapid and free exchange of stocks. For example,
the previous regulation under which the stocks of only one
company were offered at a time, has been eliminated.

2) The investment incentives offered by the Brazilian
Northeast Development Agency (SUDENE) under provisions of
the tax code (known as "Article 18/34") have attracted de=-
posits to Brazil's Northeast totaling in excess of $306
million as of the end of 1967. USAID is providing parti-
cipant training to Northeast officials who operate this
and related programs in the Northeast.

3) USAID-financed short-term productivity advisors have
assisted 55 textile firms in substantially increasing
their productivity. %Phese plants produce for the domes-
tic market.

4) FUNDINCR, a private investment promotion group estab-
lished with USAID assistance, has completed a series of
industrial profiles designed to attract private capital

from Southern Brazil to the Northeast.

5) A successful private enterprise promotion program for
the State of Ceara in the Northeast has been developed by
the Economic Development Commission of Ceara, CODEC, with
USATID assistance. CODEC is now in the process of transi-
tion into a development bank.

6) The rural industrial technical assistance program in
the Northeast (RITA) will be completed by the end of CY 68.
To date, 23 industry feasibility studies have been com-
pleted and eight new industries have been formed. Forty-
four technicians have been trained in the U.S. in indus-
trial promotion, the design of feasibility studies and in
industrial engineering.

FY 1969 Program: Funds will be required principally for
participant training in the areas of industrial engineering
and industrial promotion. Short-term industrial promotion
consultants will also be required to maximize Brazil's
utilization of the services of the Latin American Invest-
ment Promotion Center.

U.S. Technicians: Three direct-hire advisors to coordinate
execution and two short-term industrial promotion advisors.
Participants: Eleven long-term participants in industrial
engineering and 12 short-term participants in industrial
rromotion, all direct-funded.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures Unliquidated OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969

Through 6/30/67] 4,217 3,320 897 Doy TContract/ Decy [Contract
Estimated FY 68 200 703 Cost Components AID mxiix Totol AID B Total
Estimated U.S. Technicions 109 53 162 9 30 109
through 6/30/68 | 4,439 4,023 416 Porticipants . . . |00 | = 60 [ 95 - 95

Future Year Estimated Commodities . . ot - - - - -

Obligations Total Cost Other Costs . . . _ - - - _ _
Proposed FY 69 204 108 ll-,YSl Total Obligations 169 53 222 1711' 30 20k
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Country: ERAZIL PROJECT DATA TABLE 11}

PROJECT TITLE ACTIVITY FUNDS
Technical Support Technical Support TA

PRIOR REFERENCE INITIAL OBLIGATION SCHEDULEO FINAL OBLIGATION
PrRoOJECT Numser 512-11-990-000 p. 37 of FY 168 IA P.D.B. Fy: 1952 ey Continuing

Project Target and Course of Action: This project pro-
vides general support for all program operations necessary
for the effective accomplishment of the goals of the AID
program in Brazil. Direct-hire positions represent the
corps of generalists for direction and coordination of
programs, including personnel support of Food for Peace
and Partners of the Alliance. Also included are partici-
pant processing and follow-up costs, commnications media
services, rents, utilities, office and household furniture
and other general programming costs of the Mission.
Progress to Date: Partners of the Alliance activities are
underway in 11 Brazilian states plus the Federal District,
involving partnerships with Colorado, Connecticut, I1li-
nois, Indiana, Maryland, New Jersey, Pennsylvania, Wyom-
ing, Mississippi, Tennessee, Maine and Washington, D.C. A
Brazilian Partners of the Alliance Federation was formed
in 1966.

The 5,000th Brazilian participant to be trained in the
United States since the inception of the USAID program in
Brazil was among the 864 participants processed by USAID
in FY 67.

The Food for Peace program supports child feeding,
school lunch, food for work, and feed grain projects.
Approximately 10 million Brazilians directly benefit from
this program, 75% of whom are children who participate
through school lunch programs. Food for Work programs
(technical assistance for which is provided under this
project) have resulted in construction of 2.016 km of
roads and repair of an additional 27,606 km, construction

of 277 earth dams and 355 houses,

During FY 68 further reduction in Technical Support dol-
lar requirements were possible through increased contribu-
tions of the Brazilian government to the General Trust Fund
initiated in FY 67. This Fund may defray as much as two-
thirds of FY 68 local operational needs of the Mission
including a portion of the salaries of local hire USAID
personnel, housing allowances of U.S. employees, rents,
local travel, etc.

FY 1969 Program: Still further increases in GOB contribu-
tions to the Trust Fund will be sought for FY 69 funding.
The Food for Peace Program will continue to supply advice
and training to Brazilian entities implementing Food for
Peace projects. Partners of the Alliance relationships are
expected to be completed with most of the 22 Brazilian
states by end of FY 69 if sufficient U.S. partners can be
located.

U.S., Technicians: Fifty-six U.S. direct-hire technicians
responsible for programming, supervision, training, and
other support activities not chargeable to specific pro-
Jjects; short-term contract advisors to assist in sector
evaluations and studies; ten personal service contract ad-
visors (including FFP) and one PASA geologist.,
Participants: Twenty-two FFP Work-Front participants will
receive short-term training in commodity handling.
Commodities: Office and household furniture for U.S. tech-
nicians, language training equipment, office supplies, and
vehicles not available in Brazil,

Other Costs: Small purchases and operational travel.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidoted OBLIGATIONS
Estimated FY 1968 Proposed FY 1969

Through 6/30/67 21,650 20, 121-8 i 12502 Direct |Contract Direct {Controct Personal Services Contracts
Estimated FY 68| 1,908 2,354 R Cost Components | “aiD e [ Tt | A avemry | 7' |U.S. Department of Interior
Estimoted U.S. Technici 1366 78 [1hh) | 1196] 183 [1379
through 6/30/68 | 23,558 | 22,502 | 1,056 § oh ot e o5 |91 - |39

Future Yeor Esti d c dities . . . 260 - 260 230 - 230

Obligations Total Cost Other Costs . . . 179 - 179 60 - 60
Proposed FY 69 1,698 Contjnuing Totol Obligotions 1830 78 1908 1515| 183 [1698
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PROJECT DATA SUMMARY TABLE IV

COUNTRY: DBRAZTL (Dollar Amounts in Thousands) Part 2
FY of Through FY 1967 Estimoted FY 1968 Propased Progrom
FY ot | Sched- — — FY 1969 Future | Estimoted
Initial | yled Unliqui- Unliqui- by
Project Title Praject Number Obligo- Finol Obligo- Expendi- d?'edl Obliga- | Expendi- d‘oted Y""l Tatol
tion (:E,J:‘ga. tions tures Obb/llagod/ﬁsl;n 7'ions tures (zb/g%c;;uaon Funds Amount {Obligationy Cost
Natural Resources 512-11-120-252 | 1963 | 1968 | 6,832 | 6,736 9 272 300 68 - - -] 7,104
Audiovisual Centers 512-11-960-038 | 1956 | 1967 994 983 11 - 11 - - - - 994
Air Navigation Aids and Traffic 512-11-370-029 | 1955 | 1965 { 3,04k | 3,017 27 - 27 - - - -l 3,014
Total coieii i - =
B 7 -
SA i e -
*New Project—see TABLE IVa DL (grants) . ......c.vviuvniians -
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STATUS OF DEVELOPMENT LOANS
Borrower. Companhia de Carbonos Coloidais S.A. (CCC)

Country: BRAZIL

Title and Number of Loan:
Carbon Black Plant - CCC 512-L-009

1/3/63 Date Signed: 3/11/63

Date Auvthorized:

Loan Status os of 12/31/67 Loan Terms

(In Thousands of Dollars and Equivalent) Duration . . v oo ... 8 yrs.

Authorized . . . ... ... .. 2,000 Two-Step h? yrs
Grace Period .. ...... 3% yrs.

-St 0]

Disbursed ........... 1,834 Two-Step 10 yrs
Interest Rate .. ..... .15 3/)"%

Repayments . ......... - Two Step 1% G.P. 23% t?e:f_-
Currency of Repayment. . U.g.$

Interest Collected . ... .. 31

Purpose of Loan: To finance the dollar costs of construc-
tion of a privately-owned carbon black plant in Candeilss,
Bahia, Brazil. The plant, adjacent to the Petrobras oil
refinery from which raw materials are obtalned, has a
capacity of 15,000 metric tons per year. Plans for the
project are based upon an agreement of 1960 with

Phillips Petroleum under which Phillips granted necessary
licenses and agreed to provide technical information and
services.

Physical Status: The project was behind schedule because
of local financing difficulties, but the problems were
resolved and the plant completed in September, 1967.
1s now 1n operation.

It

Financilal Status: Letters of commitment for procurement
of goods and services have been 1ssued for the entire
amount of the loan. The loan will be fully disbursed
during this fiscal year and any residual balance will be
deobligated.

Lo

TABLE V
Funds: AFP Loan

Two-Step Process: To help relieve Brazil's foreign debt

service burden 1n the next few years, agreement has been
reached under which the Brazillan Government will receive
loan payments from the borrower in local currency. It

will reimburse A.I.D. in dollars within 40 years, including
a 10-year grace period, with annual interest at 1% during
the grace period.

Host Country Contribution-Procurement Sources: All local

currency needs of the project (estimated at the equivalent
of $4.2 million) are being provided through capital sub-
scriptions by the stockholders. A.I.D. funds are used
exclusively for procurement from the United States.

Comments on Implementation: The project 1s completed, and
USAID 1s in process of evaluating the Company's compliance
with the conditions of the loan agreement.

A~



STATUS OF DEVELOPMENT LOANS

Country:  BRAZTL Borrower: Eletrobras
Title and Number of Looan:
Santa Cruz Thermal Plant (ELETROBRAS) 512-L-011
Dote Authorized: 4-20-63 Date Signed: 9-10-63
Loon Status as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration . .« v o .o .. .. 20 yrs
Two Step..... 40
Avthorized . . ... .. .... 15,500 ve Bhep re
Grace Period SERERRE lg yrs
Two EPvacos rs
Disbursed .. ......... 11,210 P Y
Interest Rate . .. ..... 5 3/1*%
Repayments . ... ...... - 234 tﬂ‘é’geg}*%gf' - 1% G.P.
Currency of Repayment. . U.S. $
Interest Collected . . .. .. 87

Purpose of Loan: Th.s loan provides foreign exchange nece-
ssary for construction of a 160,000 KW thermal electric
power plant, with associated facilities, at Santa Crusz,
State of Guanabara.

The Santa Cruz plant will feed additional power to
the system supplying the Rio de Janeiro area. It will
provide a thermal source of power to obviate the need
for rationing in dry years, for most of the existing
capacity is hydroelectric. For the longer term. A.I.D.
is helping meet the need for increased power facilities
by loans for (1) the Peixoto power plant; (2) the Furnas
transmission lines; and (3) the Rio Light distribution
lines.
Physical Status: Mechanical and other defects delayed
placing the plant into full commercial operation. The
plant has been operating part time since October, 1967 and
is now completed except for clean-up and some minor items.
The plant is now the principal source of 60 cycle power
for Guanabara and 1s thus expediting the conversion of a
large residential section of Rio de Janeiro from 50 to €0
cycle. As of December 31, 1967, the overall project was
considered about 90% completed.
Financial Status: As of December 31, 1967 letters of
commitment for procurement of goods and services under
this loan totalled $1k,931,000.

b1
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Funds: AFP Losn

Two Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It
will reimburse A.I.D. in dollars within 40 years, including
a 10-year grace period, with annual interest at 1% during
the grace period.
Host Country Contribution-Procurement Sources: Brazilian
sources are supplying the equivalent of $16.8 million in
local currency. The equivalent of $8.4 million of this
amount is being made available from the borrower's own
funds, and the balance of the local currency acquired
through additional capital subscriptions and domestic
borrowing from the National Bank for Economic Development.
ELETROBRAS, the major stockholder, has funds available from
a8 special surtax on electric energy consumption.

Source of procurement of goods and services financed
from the A.I.D. loan is the United States.
Comments on Implementation: The project is now progressing
satisfactorily. The management has improved especially
since having been taken over by the Federal Power Agency
Eletrobras. The consulting engineer firm is Westinghouse
Electric International with subcontract for engineering
services to Gibbson and Hill.




STATUS OF DEVELOPMENT LOANS

Centrais Electricas de Minas Gerais S.A. (CEMIG)

Country: BRAZIL Borrower:

Title and Number of Loan:
CEMIG Power Expansion Program 512-T1,-014

TABLE Y

Funds: AFP Loan

As of December 31, 1967 the overall project was estimated
to be Th% completed and it is expected that the project
will be completed in December, 1968.

Financial Status: Letters of commitment for procurement of

Date Authorized:  7-26-63 Date Signed:  10-16-63
Loan Status os of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration . ..o oo .. 20 yrs.
Two Ste 40 yrs.
Authorized . . . .. .. .... $5; 300 P Y
Grace Period .. ...... 3 yrs.
t 10 .
Disbursed ... ........ 3,537 Two Step yrs
Interest Rate . . ... ... 5 3/11»%
1
Repayments ... ....... - Two Step 1% GP 25—% theggfer
Currency of Repayment. . U-S.
Interest Collected . .. . .. 107

Purpose of TLoan: To assist in financing selected portions
of the CEMIG power expansion progream in the state of Minas
Gerais. CEMIG is & mixed capital corporation, the greater
part of whose capital is held by the state of Minas Gerais.
CEMIG started operations in 1962 and has previously obtain-
ed financing from the World Bank, Inter-American Develop-
ment Bank, and Export-Import Bank. A.I.D, loan funds are
providing foreign exchange for equipment, materials, and
services to increase the transmission, generation and
distribution capabilities of the existing CEMIG system.

The project covers transmission line construction to
redirect power to new load centers and to connect isolated
sub-systems, and includes a rural electrification program.
The project will result in additional power generating
capacity of 69,000 kilowatts and 1,100 kilometers of trunk
and secondary trensmission lines. A.I.D. has also loaned
CEMIG 4 billion PL-480 cruzeiros for local currency costs
of the transmission line construction.

Physical Status: Project construction has lagged primarily
because of difficulty in obtaining local cost financing
and in obtaining import permits. Procurement is substan.
tially complete and delivered except for some local
equipment. Construction of the scattered items of the
project has been geared to availability of local funds.

Lo

goods and services under this loan totalled $5.275 million
as of the end of December, 1967.
Two-Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It
will reimburse A.I.D. in dollers within 40 years, includ-
ing a 10-year grace period, with annual interest at 1%
during the grace period.
Host Country Role and Procurement Source: The total
estimated cost of this project was foreseen at $19.6
million. All needed funds other than those provided by the
two A.I.D. loans ($5.3 million dollar loan plus Cr.$4
billion cruzeiro)are being provided from Brazilian sources.
The dollars provided under this loan are to be used
for procurement of goods and services of United States
origin.
Comments on Implementation: A major problem impeding work
on this project has been CEMIG's difficulty in finding the
local currency resources needed. The PL-480 loan of Cr3k
billion cruzeiros contributed toward easing this difficulty.
ELETROBRAS {Brazilian federal power agency) is also
making funds available from the proceeds of the surtax on
energy consumption. The proJject is now progressing
satisfactorily. The consulting firm on this project is the
Brazilian subsidiary of International Engr. Co.,
3an Francisco, Calif.




STATUS OF DEVELOPMENT LOANS

Country: Borrower:

BRAZIL
Title and Number of Loan:
SUDENE - Combined Highway Project 512-L-015
6-28-63, 2-18-6L
Date Auvthorized: 6-06-6k

Date Signed: 6-06-64, 12-02-6L

Loan Status os of 12/31/67 Loon Terms

(In Thousands of Dollars and Equivalent) Duration . . o oo ... .. 4O yrs
Authorized . . . .. .. .... 18, koo

Grace Period . .. ..... 10 yrs.
Disbursed ........... 2,266

Interest Rate . . ...... 3/1*%

- 2% thereafter *

Repayments ... .......

Currency of Repayment. .U.S. $
Interest Collected . ... .. 6

Purpose of Loan: The loan finances construction of nine
state highways totalling 291 miles in six states of North-
eastern Brazil. This loan is considered part of the U.S.
contribution under a two-year Northeast Agreement of April
13, 1962, in which the U.S. agreed to provide assistance
valued up to $131 million in dollars and cruzeiros and
Brazil agreed to provide assistance valued at Cr$u5.5
billion for the distressed Northeast area.

Physical Status: The delay between the original authoriza-
tion and signature of the loan and the fact that the authori-
zation was issued in 3 stages resulted from political prob-

lems concerning the inclusion of the state of Pernambuco in xNote: Interest rate at 3/4% on $11 million of loan.

the program. The problems were finally resolved after the
revolution in 1964. The signing of the loan was also delay-
ed by the necessity of accommodating A.I.D, reguirements
with usual highway construction practices in Brazil.
Financial Status: Disbursement authorizations have been
issued totalling $17,702,000. The terminal disbursement
date has been extended to October 31, 1969.

Five of the original road proJjects are under construct-
ion. The four that are not under construction 1include
one project which did not elicit any response from prospect-
ive contractors probably because of the smallnes; of the
stretch involved (15 KM) and one project which is being
eliminated at the request of the State of Maranhao, but
bidding is underway for the second Maranhao project.

L3

Government of Brazil

TABLE V

Funds: AFP Loan

The fourth project in the State of Ceara will be deobligated
if that state does not provide adequate financing. The

U.S. consulting engineers are Porter, Armstrong, Ripe,

The construction contractors are Brazilian, (Newark, N.J.)

Host Country Role and Procurement Source: 3Brazilian
sources have been making & substantial contribution to the
expansion and improvement of roads in the Northeast. The
road network is estimated to have increased 20% in the
period 1960-65. About 3% of the loan is being used for
payment for U.S. consulting engineering service$. The
balance is being made available to Brazil through special
letter of credit tied to procurement in the U.S. with
cruzeiros generated used for local currency expenditures in
Brazil. The respective states must pay any excess of costs
over the amounts provided in this loan.

Comments on Implementation: The delay in getting some

contracts awarded has been caused by the slowness of state
highway departments in completing necessary engineering
designs and plans, and because of a lack of interest by con-
tractors in accepting some of the smaller road projects.

In general, however, the issues concerning earlier delays
have been resolved, and road construction is proceeding nor-
mally.

For
rest of the loan interest is raised to 2% after the
grace period.



STATUS OF DEVELOPMENT LOANS
Borrower: Companhia Siderurgica Nacionel

Country: BRAZIL

Title and Number of Loan:
Volta Redonda Steel Mill 512-1,-018

Funds: AFP Loan

Financial Status: Letters of commitment for AID-financed

Date Avthorized: 2-28-6h Date signed5'22-6h

Loan Status as of 12/31/67 Loan Terms
{in Thousands of Dollars and Equivalent) Duration .« .« n o e o }f yrs.
Two Ste 0 yrs.
Authorized . . . ... .. .. 5,500 P y
Grace Period .. ...... 2 yrs.
’ Two Ste 10 .
Disbursed ........... 5,434 P N yre
Interest Rate , . ... ... 5%
Two Step 3/4% G.P.
Repayments .......... - 29 thereafter
Currency of Repayment. . UxS.
Interest Collected . .. ... 50

procurement had been issued for the entire $5.5 million

as of the end of December 1966. The loan is almost
completely disbursed (98%). After peyment of any remaining
accounts, the balance of this loan will be deobligated.

Two Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It will
reimburse A,I.D, dollars within 40 years, including a 10
year grace period, with annual interest at 3/h of % during
the grace period.

Host Country Contribution-Procurement Sources: Total cost

Purpose of Loan$ This loan to Brazil's National Steel
Company 1s assisting in financing the costs of machinery,
equipment and services required to modernize and expand
the borrower's steel mill in Volta Redonda. The National
Steel Company was formed in 1940 with U.S. technical and
Tinancial assistance, including loans from the Export-
Import Bank. The company is a "mixed" corporation with
the federal government holding controlling interest and
with minority participation of private shareholders. The
present project consists of improving the use of existing
units in the plant, the expansion of the blooming mill
and soaking pits, modernization of the number one cold
strip mill, and the installation of a new electrolytic
tinning plant. These improvements will increase produc-
tion by 200,000 tons yearly to 1,400,000 tons, including
150,000 tons of electrolytic tin plate. The increased
production should result in foreign exchange savings
estimeted at $35 million per year.

Physicel Status: All materials are at plant site. Over-
all construction work is approximetely 80% complete. The
new tinning line is in operation, and the actual completion
of the project is only dependent on production scheduling
to permit shut-downe of certain processing facilities.

Ll

of project is estimsted at $21.3 million. Borrower will
finance foreign exchange needs of $3.2 million and local
costs equivalent to $11.1 million. U.S. Supplier's credits
will finsnce the remaining $1.5 million.

All import requirements ($10.2 million) will be met
from the United States.

Comments on Implementation: Progress is satisfactory.

The final completion of the project is expected this year.

TABLE V



STATUS OF DEVELOPMENT LOANS

TABLE V

Funds:

disbursed as of end of December 1967.
to be disbursed in 1969.
Host Country Role and Procurement Source:

AFP Ioan
The loan is expected

This loan is

Country: BRAZIL Borrower: Government of Brazil
Title and Number of Loan:
Highway Maintenance Equipment (Northeast) 512-1-019
Date Authorized: 6-30—614' Date Signed: 11-18-64
Loon Status as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration .. o oo ... 40 yrs.
Authorized . . . ... ..... 20,000
Grace Period . ....... 10 yrs.
Disbursed .. ......... 15)808
Interest Rate . . ...... 3/)4%
. G.P. 2% thereafter
Repayments ... ... . ... -
Currency of Repayment. . US$
Interest Collected . ... .. T2

Purpose of Ioan: This loan is helping establish effective
highway maintenance departments in nine northeastern states,
Loan proceeds are financing foreign exchange and local costs
of highway maintenance equipment and accessories; retain
American highway maintenance engineering advisors for each
of the nine states; and train in Brazil an adequate number
of mechanics and equipment operators for each state.

Improved maintenance of state highways will have a
ma jor effect upon the economic growth of these nine states
and of northeast Brazil in general. The state highway
departments also help maintain the federal highway system
in their respective areas.

The loan was made to SUDENE, the Government of Brazil
regional development agency for the Northeast, and it in
turn is distributing to the nine states the equipment and
services obtained.

This dollar loan has been supplemented by an addition-
al loan of CR$ 4.5 billion from PL 480 generated funds.
Physical Status: All of the U.S. equipment has been deliven
ed. However, State utilization of equipment continues to
be hampered by local financial limitations. Reported
reallocation of Brazilian Federal monies should relieve
these difficulties.

Financial Status: Commitment authorizations for A.I.D.-
Tinanced procurement under this loan heve been issued for
$19,219,000 and CR$ 4.5 billion local currency were

L5

considered part of the U. S. contribution under a two-year
Northeast Agreement of April 13, 1962, in which the United
States agreed to provide assistance valued up to $131
million in dollars and cruzeiros, and Brazil agreed to pro-
vide assistance valued at Cr$ 45.45 billion, for the dis-
tressed Northeast grea of the country.

The loan proceeds are used only for procurement in the
United States. In part this represents direct procurement
of equipment for use under this program, but up to $11.2
million of the loan may be used for Brazilian-made equip-
ment, In this case, dollars converted to cruzeiros for
local procurement are being used for general imports from
the United States under the Special letter of Credit
procedure.

Provision for local procurement was included in the
loan in order not to deny a normal domestic market for the
road maintenance equipment industry of Brazil. If locally
manufactured equipment costs more than 120% of the price of
similar items of United States manufacture, SUDENE will bear
the difference. It should be noted that Brazilian subsidi-
aries of United States firms are among the suppliers of
this equipment.

All indirect costs of the project are financed by the
nine northeastern states, including expansion and improve-
ment of highway maintenance organizations and programs, the
labor and technical help required for these programs, and

the meintenance of all equipment.
Comments on Implementation: TInitial procedural problems in

obtaining the required import licenses have been resolved
in 1967 and an A.I.D. prompted reorganization of the respec-
tive Brazilian Govermnment office (CACEX) was effected.
These efforts, however, took several months during which
shipments from the United States suffered delays.



STATUS OF DEVELOPMENT LOANS
Borrower: Companhia Metalurgica Barbara

Country: BRAZIL

Title and Number of Loan:
Barbara Cast Iron Pipe

512-L-020

Date Authorized: 2/18/64 Date Signed: 6/10/65

Loon Status as of 12/31/67 Loon Terms
(In Thousands of Dollars and Equivalent) Duration . . . .T. Ry Zoyrs.
+
Authorized . . ... ...... $1,100 wo Sep yre.
Grace Period .. ...... 2 yrs.
Disbursed ........... 998 Two Step 10 yrs.
Interest Rate . ....... [ 4
Repayments .......... = Two Step l% GP 2;4 thereaftey
Currency of Repayment . .U.S.$
Interest Collected . . .. .. b

Purpose of Loan: This loan is assisting in financing for-
eign exchange costs of equipment, materials and services re-
quired to expand cast iron pipe production by 15 ,000 metric
tons per year (from 50,000 to 65,000 tons) of this private
industry located in Barra Mansa, 65 kms. from the city of
Rio de Janeiro. This firm obtained Export-Import Bank loans
totalling $2,172,709 in 1953-55 to expand pipe production.
The AID loan will result in estimated annual foreign ex-
change saving of $20 million. Pipe consumption has grown
nearly 10% each year, and will be further increased by a
number of water and sewerage projects now underway.

Physical Status: Initially the project had difficulties
because of delays in registration of the loan with Brazil-
ian monetary authorities and in obtaining import licenses.
The project is now nearing the end of the construction stage,
Final completion is expected this year.

Financial Status: Letters of cammitment for procurement of
goods and services have been issued for the entire amount of
the loan. The loan is 90% disbursed and should be fully
disbursed this year.

TABLE Y

Funds: AFP Loan

Two Step Process: To help relieve Brazil's foreign debt ser-
vice burden in the next few years, agreement has been rea-
ched under which the Brazilian Govermment will receive loan
payments from the borrower in local currency. It will reim-
burse AID in dollars within LO years, including a 10-year
grace period, with annual interest at 1% during the grace
period.

Host Country Contribution-Procurement Sources: The total
cost of the project was originally estimated at $2.6 million.
The AID loan will be used exclusively for procurement of
goods and services in the United States. Other costs of the
project will be covered by funds provided by the borrower.

Comments on lementation: This loan is progressing satis-
factorily and will be completed in 1968.

46



STATUS OF DEVELOPMENT LOANS

Country: BRAZIL Borrower: Govermment of Brazil
Title and Number of Loan:
Malaria Eradication 512-1-021
-{ Date Authorized: 3/5/64 Date Signed: 5/11/611-
Loan Stotus as of 12/31/67 Loan Terms
(In Thousonds of Dollars and Equivalent) Duration 40 yrs.
Authorized . . . ... ... .. 6,500
Grace Period . ....... 10 yrs.
Disbursed .. ......... 3,552 .
Interest Rate . . .. .... 3/4% G.P.
Repayments . ......... - 2% thereafter
Cutrency of Repayment. .US$
Interest Collected . ... .. 22 ’

Purpose of ILoan: This loan was mede to finance the foreigr
exchange costs of U.S, equipment, meterials, and supplies
required for Brazil's nation-wide malaria eradication
campaign. In previous years the United States had granted
equipment, materials and advisory services valued at $13.8
million for this campaign. In August, 1963 the United
States informed the Brazilien Government that commodity
assistance for this program would be made available only
on a loan basis. An extension of the original A.I.D.

loan was signed in April, 1966. The loan is now extended
to cover commodity requirements through December 31, 1968.
In addition, the loan was emended to include the cost of th
services of up to five U.S. technicians to assist the
implementation of the progrem. A total of 12-man-years of
advisory assistance from the U.S. Public Health Service

for a total of $400,000 will be provided under the loan.
Puysical Status: 36 million people out of Brazil's total
population of approximately 80 million live in areas
exposed to melarias. As of the end of CY 1967, 18.8 million
people were under active protection by spraying, an increas
of 6 million people coming under spray protection during
the year; 5.8 million were living in areas where transmis-
sion of maleria has been interrupted and protection
congsolidated; 7 million were living in meintenance area
where eradication had already been achieved, and 10.7
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Funds: AFP Toan

million were living in areas scheduled for coverage over
the next three years. The malaria program will expand
total spraying coverage to all malarious areas of Brazil
by the end of 1968. Total eradication of the disease isg
scheduled for 1975.
Financial Status: Disbursement authorizations issued as
of December 31, 1967 for procurement financed by this
loan totalled $.1 million.
Host Country Contribution-Procurement Sources: The dollar
loan is restricted to commodity imports from the United
States. * During 1964, 1965, 1966 and 1967, Brazil has
paid operating and other local costs which were the equiva-
lent of $43 million. The planned Brazilian contribution
to the eradication program for 1968 and 1969 should total
the equivalent of $30 million.
Comments on Implementation: The malaria eradication
program has been revised early in 1966, in cooperation
with the U.S. Public Health Service and the Pan American
Health Organization. Since mid-1965 the eradication
program has proceeded according to the revised plan of
operations. During the second half of 1967, house spray-
ing coverage was expanded by 15% over that achieved in
1966. Target spraying goals were achieved during both
1966 and 1967. A new $10.5 million Malaris Eradication
loan was authorized in February, 1968 to cover the needs.
of U.S. commodity imports and U.S. technical assistance
for the CY 1969-1971 period. Procurement under the new
loan requires a one year lead time for manufacturing the
chemicals and for the shipment and distribution within
Brazil of the DDT needed.

¥ In addition it finances both dollar and some locel costs
of U.S. technical assistance. The disbursements for
local costs are being made through Spec¢ial Letter of
Credit procedure tied to U.S. exports to Brazil.



STATUS OF DEVELOPMENT LOANS
Borrower: Centrais Eletricas Matogrossenses, S.A. (CEMAT)

Country: BRAZIL

Title and Number of Loan:

CEMAT Power Expansion, Mato Grosso State 512-L-022
Dote Authorized: 5/7/6l Date Signed: 6/5/64
Lsor Stotus os of 12,31/57 Loan Terms
(In Thousands of Dotlors and £quivalent) Duration . . e Sids hos yrs.
o -
Authorized . . . ... ... .. lt, 300 p AT e
Grace Period ... ... .. 3 yrs.
Disbursed .. ......... 2,672 Two Step 10 yrs.
Interest Rate . . ......
Repayments . . . ... .... - Two Step 3/1‘% G.P, 2% theret
Currency of Repayment . . U.S?fg‘er
Interest Collected . .. ... -

Purpose of lLoan: This loan, supplemented by PL 480 local
currency loans of Cr$7.7 billion, is helping the state-owned
vtility corporation, CEMAT, finance its program of exp
eiectricity generation, transmission, and distribution in
the large and rapldly developing frontier state of Mato
0880, Wwith its large potentvial, particularly for agricul-
:ral develcpment and colonization. Power available in 1961
was only 32 million XWH but requirements have been projected
at 220 million KWH by 1970. '

"
[$5:
T

Pnysical Status: Delays in construction have been caused
by difficulties in obtaining import licenses and the local
cost financing. The last major items of equipment are
scheduled for delivery early in 1968. As of December 31,
1967 the overall project was estimated to be 78% completed.
If last items of equipment are delivered as now scheduled
the project will be completed by June 30, 1968.

" Comments on

TABLE V
Funds: AFP Loan

Two Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Govermment will receive
loan payments from the borrower in local currency. It will
reimburse AID dollars within 40 years, including a 10O-year
grace period, with annual interest at 3/4 of 1% during the
grace period.

Host Country Contribution-Procurement Sources: The AID
dollar loan will pay only for U.S. equipment, technical ser-
vices and advanced training for CEMAT engineers in the U.S.
Local costs, over and above those financed by AID PL 480
funds, must be covered from Brazilian sources, in particular
the state of Mato Grosso and ELETROBRAS, the Brazilian fed-
eral power agency. The state's participation is derived
from the State Electrification Fund which ie financed by a
special esales tax. ELETROBRAS receives the proceeds of a
special supplemental tax on electricity consumption.

lementation: This is a multi-facet project
and will aid in opening up Brazil's far west. The earlier
local currency problem is now resolved. Progress is pro-
ceeding at a normal pace. The U.S. consulting engineer is
Harza Engineering Company, Chicago, I11.

Financial Status: As of December 31, 1967, letters of commith

ment for AID-financed procurement and services totalled
$3,796,000. A new loan of Cr$h.5 billion was made to CEMAT
in the course of 1966. The project is now proceeding at
normal pace.



STATUS OF DEVELOPMENT LOANS TABLE V

Country: BRAZIL Borrower: Central Electrica de Furaas S.A. Funds: AFP Loan
Title and Number of Loan: million.
FURNAS Power Transmission Lines 512-1-023 on
- - Two _Step Process: To help relieve Brazil's foreign debt
Date Authorized: 5/)8/6), Date Signed: 10/2/6L service burden in the next few years,agreement has been
Loan Status as of 12/31/67 Loan Terms reached under which the Brazilian Government will receive
(In Thousands of Dollars and Equivalent)i py .. =~ 25 yrs. loan payments from the borrower in local currency. It will
. 6 Two Step LO yrs. reimburse AID in dollars within 4O years, including a 10-
Authorized . . . ........ 16,700 year grace period, with annual interest at 3/L of 1% during
Grace Period . ... .... 3 yrs. the grace period.
Disbursed .. ......... 10,836 Two Step 10 yrs.
Interest Rate . . ...... g | Host Country Contribution-Procurement Sources: All dollars
R , _ Two Step 3/L% GP 2% theigaf_ disbursed under this loan are being used for the purchase of
EPAYMENTS - v v eee e v r | U.S. goods and services. U.S. suppliers include Westinghouse
Currency of Repayment. . g5, § Electric, IGE, Allis Chalm:rs, Peterson Engineer (Sunny-
Interest Collected . ... .. - dale, California), Sherman and Reilly (Chattancoga), Alcoa

Aluminum ILimited Sales, Preformed Line Products, ITT, Amer-
Purpose of Loan: This loan provides the foreign exchange nec- ican Chain & Cable, Yale and Towne (Philadelphia), Gen-
essary for construction of 480 miles of transmission lines  eral Electric, Philips Corporation (New York), Bethlehem
linking two hydroelectric power plants on the Rio Grande, Steel, and U.S. Steel. Local currency financing estimated at
in the state of Minas Gerais, with the Rio de Janeiro and the equivalent of $19.9 million is being supplied by Ele-
Sao Paulo areas, the largest two centers of population and trobras (the Brazilian federal power commission) from the
industry in Brazil with almost 8 million inhabitants. It Central Electrification Fund, derived from a surtax on en-
complements IBRD and AID PL 480 investments in the Furnas ergy consumption.
Hydroelectric Plant and an AID dollar loan of $20.4 million
for generators for the Peixoto hydro plant; both will serve Comments on Implementation: Construction work is proceeding
the Rio and Sao Paulo areas. at a normal pace. No implementation problems in procure-
The present AID loan is helping finance the 279 mile ment have been experienced. Local currency hss been made
345 KV transmission line from the Furnas dam to Sao Pauloj available by the host goverrment on a timely basis; this has
a 11h mile extension to bring Furnas power to Rio; and an allowed implementation to proceed at the planned rate. The
87 mile line linking the Furnas dam and Peixoto. The in- project is expected to be completed during first quarter of
creased power brought to the metropolitan areas will help 1968. The engineering consultants is the Brazilian sub-
meet the rapidly increasing needs of these areas which gidiary of International Engineering.
have been experiencing shortages, at times severe.

Physical Status: Construction is underway and progressing
satisfactorily. As of December 31, 1967 the project was
estimated to be 94% complete.

inancial Status: At the end of December 1967, letters of
commitment for AID~financed procurement totalled $15.225

k9



Country: BRAZIL

STATUS OF DEVELOPMENT LOANS
Borrower: Olinkraft Celulose e Papel, Ltda.

Titl d Number of Loan:
e N Olinkraft Paper Mill Expansion 512-L-025
_D—o;!;MAuthorized: 6/26/64 Date Signed: 1272378k
Loan Status as of 12/31/67 Loan Terms

{In Thousands of Dollars and Equivalent) Duration . . . . . . . . ... S yrs.

Authorized . . . .. ... ... 800 Two Step..LO yrs.
Grace Period . ... .... 2 yrs.

Disbursed .. ......... 658 Two Step..10 yrs.
Interest Rate . . ... ... %
Two Sten 3/L% G.P, and 2%

Repayments ... ....... - thereafter
Currency o1 xepayment. . U.8.

Interest Collected . ... .. 3

near Lajes in the state of Santa Catarina to reduce sub-
stantially the production cost of kraft paper products. The
borrower is a subsidiary of 0lin Mathieson, the U.S. chem-
ical corporation. AID loan funds zre financing U.S. equip-
ment and services needed to install a chemical recovery
system that will reduce Olinkraft's operating costs by 35%.
Production costs will drop from $232 to $135 per ton. At
the same time, the elimination of the need to import caustie
soda for the plant will save Brazil an estimated $500,000
annually in foreign exchange.

Physical Status: Oonstruction is completed and the recovery
unit is on-stream, exceeding rated capacity.

Financial Status: AID has issued a specific risk guaranty
covering a cash investment of $1.S million which 0lin
Mathieson has made in its subsidiary, supplementing the AID
loan and providing funds for local expenditures. Disburse-
ments are expected to be completed by the end of this fis-
cal year.
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Funds: AFP Loan

Host Country Contribution-Procurement Sources: Local cur-
rency costs are being met by the borrower, with the aid of
the new cash investment by the parent company. Goods and
services financed with AID funds have been procured in the
United States.

Two-Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Goverrment will receive
loan payments from the borrower in local currency. It will
reimburse AID in dollars within LO years, including a 10-
year grace period, with annual interest at 3/L of 1% during
the grace period.

Comments on Implementation: Discrepancies in import licenses
delayed the delivery of the recovery boiler and in turn ne-
cessitated the revision of the implementation plan, extending
the project completion date from mid 1967 to the end of 1967.
The recovery unit arrived in November 1967, snd normal. op-
erations began in early December. The project is now pro-
ceeding satisfactorily.




STATUS OF DEVELOPMENT LOANS

Country: BRAZIL
Title and Number of Loan:
Peixoto Power Plant Expension 512-1-026
Date Authorized: &/27/64 Dote Signed: 11/27/64
Loon Status as of 12/31/67 Loon Terms
(In Thousonds of Dollars and Equivalent) Duration v v n v e 20 yrs.
Authorized . .« oo ... 20, 400 Tvo-Step kO yrs.
Grace Period .. .. ... 3 yrs.
Disbursed ........... 14,721 Two-Step 10 yrs.
InterestRate . .. ..... 5-%%
- Two-Step 3/44G . P}
Repayments .. ........ _ 2@ thereafte
Currency of Repayment. . S
Interest Collected . ... .. 103

Purpose of Loasn: This loan is helping to finance construc-
tion and installation of six additional generators at the
Peixoto hydroelectric plant on the Rio Grande in the State
of Minas Gerais. When added to the four generastors already
installed, these will raise the capacity of the plant from
180,000 KW to 480,000 KW. An additional 1.1 billion KWH
per year will be availeble for consumers in the Rio de
Janeiro-Niteroi area, where power demand has beean increas-
ing at the rate of 12% per annum and frequent shortages
threaten to limit industrial growth. The Peixoto project
has top priority in the Brazilian national power plan.
Total cost of the project is estimated at $30.2 million.
Physical Status: All major plant equipment has been
purchased. Problems of import licenses and shipping and
customs clearance for supplemental equipment and materials
are causing some delays in construction., The first unit
is expected to go on the line in February, 1968, and the
last unit in June, 1968. Completion of the entire project
is estimated for September, 1968, slightly ahead of
schedule., As of December 31, 1967, the project was
estimated to be T2% completed.
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Borrower: Brazilian Federal Electric Power Agency(ELETROBRAS) Funds:

TABLE V

AFP Ioan

Financial Status: At the end of December, 1967, letters

of commitment for procurement of goods and services for
this project totaled over$18,791 million. The consulting

engineering firm for this project is EBASCO Services, New York.

Two-Step Process: To help relieve Brazil's foreign debt

service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in locel currency. It
will reimburse A.I.D. in dollars within 40 years, includ-
ing & 10-year grace period, with annual interest at 3/h

of 1% during the grace period.

Host Country Role and Procurement Source: The borrower is

providing the equivalent of $9.8 million for civil works,
construction materials and other locel currency costs. Of
the $20.4 million A.I.D. loan, $13 million will finance
direct procurement in the United States for project costs.
$7.4 million are for dollar conversion to cruzeiros to
finance a part of the local costs of the project, including
an estimated $1,250,000 for imported components used by
Brazilian manufacturers. All dollar financing of local
costs will be provided through the Special ILetter of Credit
procedure which will tie these dollers to imports from

the United States.

Comments on Implementation: The project is proceeding as

scheduled. Procurement under this loan was virtually
completed by the end of 1967.



STATUS OF DEVELOPMENT LOANS

BRAZIL

Title and Number of Loan:
CHESF Power Transmission (Northeast) 512-L-027

Country:

Dote Authoriz:d: 6-27-6k Date Signed: 10-9-64

Loon Stotus as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) | 5 0. 25 yrs,
Two Step 40 yrs.
Avthorized . . . ... ..... 7,000
Grace Period .. ... ... 10 yrs.
Disbursed ., .......... 3,847 Two Step 1(1) LS.
Interest Rate . ....... 2
Two Step 3/4% G.P.
Repayments .. ........ - 2 thereﬁfge
Currency of Repayment . . Yoo
Interest Collected . ... .. -

Purpose of Loan: To help finance provision of transmis-
sion facilities and sub-stations between the Paulo Afonso
hydroelectric power plant on the Rio Sao Francisco and the
City of Fortaleza, in the Northeastern State of Ceara.

The project is part of Brazil's program for spurring the
economic growth of the under-developed Northeast.
Fortaleza, with its 600,000 population was hampered in its
development by a chronic lack of power. The shortage was
temporarily relieved, by electricity produced from portable
diesels, with a total capacity of 18,000 KW, financed by
A.I.D. Loan 512-L-016 which is fully disbursed and complet-
ed. To meet the longer-run need for an economical source
of power the tie-up with the Paulo Afonso Hydro plant was
constructed.

CHESF is a mixed enterprise with most of its shares held Comments on Implementation:

by the Brazilian Governmment. Its service area in North-~
east Brazil includes seven states ard the major cities of
Recife, Salvador, Fortaleza amd Natal.

Physical Status" The transmission line was placed in
operation at 138 KV in late 1965. Problems developed
during 1966 while in the early stages of operation which

indicated the desirability of re-examining the stability of

the entire CHESF transmission system in view of other
expected additions to the system. These studies began in
late 1966 and were finished in October 1967. Because of
preliminary studies indicated that modifications in

Borrower: Companhia Hidro Electrica do Sao Francisco (CHESF) Funds: AFP Loan

equipment may be necessary, the manufacture of equipment
scheduled for delivery in 1967 was halted. A4s a result of
the re-study the design of the 230 KV protective equipment
and switchgear for the substations was modified. Delivery
of the remaining equipment is scheduled for the first ard
second quarters of 1968 with completion of the substations
and the project in mid-1968. The design engineering is
being done by CHESF staff engineers but the U.S. consulting
firm of Kononoff and Smith, Coral Gables, Florida is being
retained for supervisory advice.

Financial Status: Disbursement authorizations issued at the
end of 1967 for procurement under this loan totalled
$5,509,000.

Host Country Role and Procurement Source: The estimated
total cost of the project is $18.5 million, including local
costs equivalent to $15.3 million. Of the estimated total
costs of the project, $11.5 million are being financed from
Brazilian sources.

U.S. equipment and material financed from the loan will
cost $3.2 million. The balance, $3.8 million, will finance
local costs under a Special letter of Credit arrangement
ensuring that the loan dollars are spent in the U.S. The
Government of Brazil is guarantying the loan.

Two Step Process: To help relieve Brazil's foreign debt ser-
vice burden in the next few years, agreement has been reached
under which the Brazilian Government will receive loan pay-
ments from the borrower in local currency. It will reimburse
A.I.D. in dollars within 40 years, including a 10-year grace
period, with annual interest at 3/4 of 1% during the grace
period.

The implementation of this
project has been delayed because of technical problems re-
quiring restudy of system stability and reordering of equip-
ment., However, this delay has not prevented the transmission
line from being utilized, because it has been operating at
138 KV since late 1965 and is adequate to serve the present
loads in the Fortaleza area. The delivery of the remaining
1tems of equipment will permit completion of the project in
mid-1968 and 230 KV operation.
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STATUS OF DEVELOPMENT LOANS TABLE Vv
Country: BRAZTL Borrower: (overnment of Brazil Funds: AFP Loan
Title and Number of Loan: Host Country Contribution-Procurement Sources: This loan
Fertilizer Import Financing for Food Crop Expansion hes been instrumental in the establishment of a new rural
512-L-028 credit institution, the National Committee for Rurel
Dote Authorized: 6/29/6k Dote Signed: ©/21/6h Credit (CNCR), which has now been incorporated into the
Loan Stotus as of 12/31/67 Loon Terms new Central Bank as FUNAGRI. The cruzeiros generated by
(In Thousands of Dellars and Equivalent) Duration . 40 yrs. sale of loan dollars to Brazilian importers are deposited
""""" in s special fund operated by FUNAGRI. FUNAGRI in turn has
Authorized . . .. ...... $ 15,000 made these funds availsble to farmers or cooperatives
Grace Period .. ...... 10 yrs for the purchase of fertilizer in Brazil. Over 1,600
Disbursed . . ..o ... . 1L,Lg3 private and state banks are participating in the program.
Interest Rate . . . . . ... 3/&% G.P All procurement under this loean is from the United
- 2% thereafter States. The local currency fund will continue as &
Repayments . ......... revolving fund in FUNAGRI for use by GEICRI in making
Currency of Repayment.. U- S-8 | 10ang to farmers to finance the purchase of fertilizer.
Interest Collected . . . ... 217 as provided in the loan agreement.

Purpose of Loan: To finance imports of fertilizer from the
United Otates over and above the $22 million import level
of 1963. Local currency derived from sale of the fertilizer
is used in a selective agricultural credit program designed
to chennel fertilizer into basic foodstuff production.
Increased imports of fertilizers are a short-term
measure to increase the productivity of Brazil's farms and
provide more food for its growing population. For the
longer run A, I. D, is encouraging indigenous production of
fertilizer through a loan to an integrated fertilizer plant
(512-L-063) in cooperation with American private enterprise
(Philipps) and the International Finance Corporation.

Physical Status: The domestic credit side of the program
has been highly successful. Field checks show that the
program has been well administered and, through the coopera-
tives, has reached family farms producing basic foodstuffs.
Producers of coffee and cotton are not eligible for benefits
under this loan. The project, representing the first phase
of A. I. D. Food Production Assistance 1s virtually com-
completed and is being continued by Food Production loan
number 2 (A. I. D. loan 512-L-061).

Financial Status: As of December 31, 1967 the loan is 96%
disbursed.

Comments on Implementation: Fertilizer imperts were

initially handicapped by numerous financial and transpor-
tation problems which made it impossible to meet the
original termination date of 12/31/65. Appropriate
measures were instituted to resolve these difficulties.
The dollar financing part of this project is complete.

In light of the achieved results, additionel A« I. D.
funds were authorized in 1966 (Iloan 512-L-061).
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STATUS OF DEVELOPMENT LOANS

Couniry: BRAZIL

Borrower:

The Government of Brazil

Title and Number of Loan:
Ajir Navigation Aids 512-H-029

Date Authorized: 6/30/64 Date Sjgned: 9/4/65’

b Loan Stotus as of 12/31 i@7 o Loan Terms
(In Thousands of Dollars and Equivalent) Duration . . o« oo e . 40 yrs.
Authorized . . . .. .. ... 2,700

Grace Period . ... .. .. 10 yrs.
Disbursed . .......... 736

Interest Rate . . ...... 3/4%

G.P. 2% thereafter

Repayments .. .. ...... -

Currency of Repayment. . U.S.$
Interest Collected . ... .. 1

Purpose of Loan: To assist Brazil's Alr Ministry to
procure equipment for air navigational aids and air traffic
control for selected airports in Brazil, in accordance with
international standards as determined by the International
Civil Aviation Organization (ICAO).

The proposed project will result in the provision of
standardized and recommended alr navigation aids at the
major jet airports of Brazil. In two cases (Porto Alegre
and Brasilia), the requested equipment will complete the
terminal aids already installed. 1In three other cases
(Campinas, Belem, and Recife) nc modern terminal aids were
in existence. Some equipment at Galeac (Rio) will be
relocated to Brasilia and new equipment more suited to Rio
traffic will be installed at Galeao.

Previously civil aviation assistance was provided to
Brazil by AID and its predecessor agencies from 1955 to
1963 through a grant program based upon a request from the
Air Ministry to the U.S. Ambassador in 1954. During this
period, a demonstration program utilizing the standard air
navigation alds introduced this equipment to Brazil, ard a
nucleus of trained Brazilian specialists was established.
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TABLE V

Funds: Developnent Funds Loan

The equipment financed by this loan (Instrument Landing
Systems, Approach Lighting Systems, and Airport Surveillance
Radars) is essentially custom-built to U.S. Federal
Aviation Agency specifications. The Government of Brazil,
aware of the complexity of this equipment, has requested
FAA technical assistance with the procurement, factory
inspection, site selection and testing, installation and
technical back-stopping required for satisfactory end
performance.

Physical Status: A participating agency service agreement
funded from this loan has been entered into with FAA, whose
techniclans are now working in Brazil on this AID project.
Equipment orders have been placed. Site work 1s in progres

Financial Status: Commitment documents have been issued
for the entire amount of the loan., Disbursements will
accelerate during 1968/69 as equipment is shipped.

Host Country Contribution-Procurement Sources: The
Government of Brazil is providing the equivalent of $2
million for local currency expenditures for buildings,
roads, power lines, cables, communications equipment,
vehicles, and personnel costs.

The AID loan 1s being used solely for procurement of
U.S. goods and services. Up to $20,000 annually is
available from the loan for local cost allowances incidental
to U.S. technical services; local currency outlays under
this loan will be paid with cruzeiros generated through
Specilal Letters of Credit.

Comments on Implementation: Procurement is on schedule,
but, in view of the long-lead nature of much of the
equipment involved, delivery will extend over a period of
several years. A review of the needs of various alrports
led to amendment of this loan in September 1967, which
changed slightly the equipment allocations to different
airports. Because of this delay, all equipment is now
scheduled to be installed and in operation by December 1969.




STATUS OF DEVELOPMENT LOANS

Borrower: Departamento Nacional de Estradas de Rndagem

Country:  BRAZIL
Title and Number of Loan:
DNER Highway Engineering Services 512-1-032
Dote Authorized: 12-21-6k Date Signed: 3~26-65
Loan Status as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration .« . vvnnn. .. Lo yrs
Authorized . . . ........ 1,000
Grace Period .. ...... 10 yrs.
Disbursed . .......... 9u5
Interest Rote .. ...... 1% G.P.
5% thereafter
Repayments .......... -
Currency of Repayment. . U.s.$
Interest Collected . . . ... 10

Purpose of Loan: To assist in financing the dollar costs of
consulting engineering services on two road construction
projects involving sizeable U.S. local currency loans; the
enlarging of the Rio de Janeiro-Sao Paulo Highway (BR-2)
and completion of the Rio Grande do Sul North Production
Road (Kennedy Highway RS-13). The loan was made to the
National highway department (DNER) which has contracted U.S.
engineers to consult and help supervise construction of
these two projects.

A,I.D. has losned the Govermment of Brazil 14.1 billion
cruzeiros from PL-480 funds to assist construction of an
additional two lanes to the present BR-2 highway running
between Rio and Sao Paulo. Total cost has been estimated
at the equivalent of $35.5 million. This road is consider-
ed the most importent in Brazil, linking the nation's
largest two cities.

RS-13 the Kennedy Highway, is opening up an area in the
northern part of the State of Rio Grande do Sul which has
considerable development potential.
¢y loan of Cr$10 billion is helping construct the 254 xm
highways now largely completed. Total oost of construction
has been estimated at the equivalent of $40 million in
cruzeiros.

An A.I.D. local curren-

TABLE V

Funds: ATP Toan

Physical Status: The Rio-Sao Paulo road is completed. The
completion date for the North Production Road of Rio Grande
do Sul is estimated for December 1968.

Financial Status: A loan contract for $900,000 was signed
March 26, 1965. The DNER submitted an official request for
additional consultant services to utilize the balance of
$100,000 authorized but not included in the original loan
contract and the loan agreement was emended in 1967 to this
effect. At the end of Decembér, 1967 letters of commitment
for AID-financed procurement totalled $988,000.

Host Country Contribution-Procurement Sources: The A,I.D.
dollar loan was used solely for procurement of engineering
services in the U.S.

Comments on Implementation: The finel report and certi-
fication of the Rio-Sao Paulo Highway project is being
prepared by the U.S. engineering consultants, lLewls Berger,
Inc.* The Rio Grande do Sul Highway project has been
temporarily delayed because of the necessity to revise the
finaneial plan due to a shortfall in State highway funds.
The consulting engineers on this portion are Brown and
Root.* The construction engineers are Brazilian.

*
Iewis Berger, East Orange. New Jersey

*
Brown and Root, Overseas Inc.,Houston, Texas
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STATUS OF DEVELOPMENT LOANS

Country: BRAZIL
Title and Number of Loan:
Companhia de Cimento Vale do Paraiba 512-1-033
Date Authorized: 3/27/65 Date Signed: 8/3/65
Loan Status as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration « . v v oo v 7 yrs.
Two Step 40 yrs.
Avuthorized . . . ... ..... 800
Crace Period .. ... ... 2 yrs.
Two Step 10 yrs.
Disbursed . .......... 719 .
Interest Rate . ....... 5%
Two Step G.P, 1%
Repayments . ......... - 214 thereafter
Currency of Repayment. . U7,5,.%
Interest Collected . .. ... 3

Purpose of Loan: The loan is assisting in the engineering,
selection, procurement, and installation of equipment, and
ancillary construction, to increase the Portland cement
production capacity of the applicant from a nominal 200,000
to 420,000 tons per year at its existing plant at Volta
Redonda, state of Rio de Janeiro. Total cost of the project
was estimated at $1,300,000. TUPI sells cement in an area
accounting for over 70% of all cement consumed in Brazil.
Forecasts indicate a need for an expansion of 35% (or
about 2.1 million tons) in manufacturing capacity to meet
increasing needs by 1968, and this project will contribute
toward meeting this goal.

Physical Status: All equipment was at plant site early in
1967, and installation will be completed by mid-1968.

Financial Status: The AID-Government of Brazil guaranty
agreement has been registered with the Tribunal de Contas,
and is now a valid obligation under existing legislation.,
A1l other conditions precedent have been met. Letters of
commitment have been issued and disbursements are expected
to be completed during the fiscal year.

Borrower: Companhia de Cimento Vale do Paraiba (TUPI)

TABLE VY

Funds: AFP Loan

Two-Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It will
reimburse AID in dollars within 40 years, including a 10-
year grace period, with annual interest at 1% during the
grace period.

Host Country Contribution-Procurement Sources: The bor-
rower will spend the equivalent of about $500,000 from its
own resources for locally procured machinery and equipment,
civil construction, and other cruizeiro expenses. AID funds
will be used only for procurement of goods and services in
the United States.

Comments on Implementation: The project is about three
months behind schedule, but no significant implementation
problems have presented themselves.
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TABLE V

Funds: AFP Loan

ern part of the State, where development potential is

great but present markets are small and isolated., A,I.D.

has also extended to COPEL a local currency loan of 4 billion
cruzeiros from PL UBO (Title I)-generated funds,

Engineering services are being provided

by the Brazilian subsidiary of International Engineering
Company. All diesel generation has been installed and about
24% of the transmission lines have been constructed, As of
December 31, 1967, the project was estimated to be 54%

Letters of commitment for A.I.D.,-financed
procurement under the dollar loan ag of December 31, 1967

Two-Step Process: To help relieve Brazil's foreign debt

Country: BRAZIL Borrower: Companhia Paranaense de Energia Eletrica (COPEL)
Title and Number of Loan: A
COPEL Electric System 512-L-041
Date Authorized: 3/07/65 Date Signed: 6/9/65
Loon Status as of ]2/3]/62 Loon Terms PhySiC&l Status:
(In Thousands of Dollars and Equivalent) Duration ..o oo 25 yrs.
Authorized . . ... ...... 11,400 Two-step 4o yrs.
Grace Period . ... .. .. 5 yrs.
. Two=-step 10 yrs. complete,
Disbursed .. ......... 5,958 52% Financial Status:
Interest Rate . .......
Two-step 1% G.P.
Repayments . ......... - 249 thereafter totalled $11,352,000.
Currency of Repayment. . US$
Interest Collected . ... .. L2

Purpose of Loan: This loan will assist in financing foreign
exchange costs of electrical equipment and materials,
engineering services, and technical assistance and training
to expand production and transmission of power in the State
of Parana. The loan will also assist in establishing a
training program in utility operations and maintenance, and
in improving cost control and accounting procedures., Total
cost of the project is estimated at $25.2 million.

Parana is one of the fastest growing states in Brazil;
between 1950 and 1960 its population increased 102%, com-
pared with a national average of 37%, and all indications
are that this trend is continuing. Industrially it is grow-
ing in importance, but lack of power and other infra-
structure have been serious impediments in the way of the
State's reaching its potential. COPEL is a mixed capital
corporation with majority government participation, which
produces, distributes, and sells power in Parana. Its five-
year program for expansion and modernization includes
projects to increase generating capacity from 134,000 KW to
MO0,000 KW. International lending agencies are providing
part of the financing viz. IDB is lending $5.5 million for
the CAPIVARI-CACHOEIRA hydro plant, and the World Bank is
providing $22.5 million to the XAVANTES hydro plant. The
A.I.D, loan is assisting construction of transmission lines,
and development of diesel generating capacity in the west-
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service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It will
reimburse A.I.D. in dollars within 4O years, including a
ten-year grace period, with annual interest at 1% during
the grace period.

Host Country Contributioh-Procurement Sources: Brazilian
sources are providing local currency financing estimated
at approximately $12 million in support of this project.
The A.I.D., dollar loan will finance goods and services
procured in the United States.

Comments on Implementation: Implementation is proceeding
satisfactorily. All U.S. purchases of equipment have
virtually been completed, although some items have not
been delivered., It is expected that the A,I,D.-financed
segments of the over-all project will be completed in 1969
as originally scheduled,




STATUS OF DEVELOPMENT LOANS

State Highway Department of Minas Gerais

Country: Borrower:

BRAZIL

Title and Number of Loan:
Minas Gerais Highway Maintenance Equipment
S . 51e-L-0h7

Date Auiho;vzeé 5-28-65 Date Signed: 7-22-65

Loan Status as of 12{;1/67~__~ N Loan Terms

“(-[;Ifggusonds of Dollars and Equivolé;;t) Duration 20 yrs.

Authorized . . . .. ...... 15,000 Two Step.....h0 yrs.
3 yrs.

Disbursed ........... 6,558 Two Step.....10 yrs.
Interest Rate . . ...... 3%%
R - Two St PeeeeeslB G.P
epoyments ... ....... 2% thereafter
Currency of Repayment. . U.S. $
Interest Collected . ... .. 21

Purpose of Loan: This loan will finance purchase of
equipment and technical services to develop, within the
Minas Gerals state highway department, an organization
capable of maintaining the state highway network.

Minas Gerais, with a 1960 population of 9.8 million
inhabitants, is, along with Guanabara and Sac Paulo, one of
the most important three states of Brazil in terms of
eaonomic activities and political power. It has an active
program of economic development and major projects are
underway, notably in power and highways. Adequate
maintenance facilities are a necessary complement to new
highway construction, and this A.I.D. loan will help the
state both to acquire new equipment and to improve its
organization for highway maintenance.

Physical Status: Procurement of U.S, equipment by the
U.S, Bureau of Public Roads is almost complete and most of
the equipment has been delivered to Brazil. The highway
meintenance training program continues in operation. The
U.S. consulting firm is Brown & Root Overseas, Houston, Tex.
Financial Status: Commitment documents have been issued
for $1L,5403,000 by December 31, 1967. A.I.D. has also
loaned the state nine billion cruzeiros from PI 480

(Title I) generated funds for procurement of Brazilian-made
highway maintenance equipment.
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Funds: AFP Loan

Host Country Contribution-Procurement Sources: The state
and Federal Governments are to provide local currency
estimated at $21.4 million for Brazilian-made equipment and
certain local costs. ' '

Half of the A.I.D. loan was used to buy U,S. equipment
and services for the project. The balance will finance
purchase of Brazilian equipment. Dollar filnancing of local
costs being financed through Special Letter of Credit
procedures tying these dollars to U.S. imports. It should
also be noted that locally procured equipment, although
made in Brazil, will include components imported from the
U.S.

Two Step Process: To help ease Brazil's foreign debt ser-
vice problem in the next few years, an agreement has been
reached under which the Government of Brazil will receive
loan payments from the borrower in local currency. The GOB
will reimburse A.I.D. in dollars within 40 years, including
a 10-year grace period, with annual interest at 1% during
the grace period.

Comments on Implementation: 1967 revisionsin the Brazilian

tax structure seriously reduced federal funds made available
to the state during the year, and state allocations during
1967 also fell off sharply despite the commitment in the
loan agreement that federal and state funds would be made
available to complete the project in a timely manner. The
Borrower's financial situation became so serious that USAID
suspended further disbursements under the loan in July,
1967, Since that time USAID has been negotiating with
appropriate representatives of the state and federal govern-
ments in an attempt to assure an. adequate financial plan to
resume the project and carry it to completion.



STATUS OF DEVELOPMENT LOANS
Borrower: Light-Servicios de Electricidade, S.A.

Country: BRAZIL
Title and Number of Loon:

Rio Electric Distribution 512-L-050

Date Avthorized: 6/23/1965 Date Signed: 10/11/1965

Loan Status as of 12/31/67 Loon Terms

(In Thousands of Dollars and Equivalent) Duration . n v n ..., 18 yrs.

Authorized . . . .. ...... $25,000 Two Step 40 yrs.
Grace Period .. ...... 3 yrs.

Disbursed ........... 14,500 Two Step 10 yrs.
Interest Rate . . ......

Repayments .. ........ _ Two Step 1% GP 23% thereaftep
Currency of Repayment. . .S.$

Interest Collected . ... .. 59

Purpose of Loan: This loan will help finance the expansion
and modernization of the electrical distribution system in
the city of Rio de Janeiro and vicinity. Light-Servicios
de Electricidade, S.A., Regiao Rio, subsidiary of Canadian-
based Brazilian Traction Company, serves Brazil's second
largest city and an important industrial and commercial
center. Substantial investment in the distribution system
is needed to complement the development of new generating
and transmission facilities, which are making power avail-
able to this area with its rapidly growing needs and
recurrent power shortages.

Physical Status: The project was 62 percent completed as
of December 31, 1967 and is expected to be completed by
December 31, 1968.

Financial Status: First Letter of Commitment issued
July 21, 1966, Total commitments issued as of December 31,
1967 were $24,073,000.

Host Country Role and Procurement Source: During the four
year period 1965-68 the borrower will invest the equivalent
of $62.5 million in this project in addition to the AID
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Funds: AFP Loan

loan of $25 million. Of the total AID loan, $17.5 million
will be used for direct dollar procurement of project items
within the United States. The remaining $7.5 million will
finance a part of the local cost of the project, represent-
ing principally the cost of equipment manufactured in Brazil
with raw materials imported from the United States.,

Advisory engineering services are being provided by the U.S.
firm, International Engineering, as third party consultants.

Two Step Process: To help relieve Brazil's foreign debt

service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It will
reimburse AID in dollars within 40 years, including a 10-
year grace period, with annual interest at 1% during the
grace period.

Comments on Implementation: Implementation 1s proceeding

satisfactorily.



STATUS OF DEVELOPMENT LOANS
Borrower: Light-Servicios de Electricidade, S.A.

Country: BRAZIL

TABLE V
Funds: AFP Loan

Title and Number of Loan:

will reimburse ALD in dollars witnin 40 years, including a
10 year grace period, with annual interest at 1% during the
grace period.

Host Country role and procurement source: During a four

Sao Paulo Electric Distribution  512-L-051
Date Authorized: 6/23/65 Date Signed: 10/11/65
Loan Stotus os of 12/31/67 Loan Terms

{In Thousands of Dollars and Equivalent) Duration . . v e o, 18 yrs.

Authorized . . . ... ... .. $15,000 |Two Step 40 yrs.
Grace Period .. ...... 3 yrs.

Disbursed .. ......... 8,410 |Two Step 10 yrs.
Interest Rate . .......

Repayments . ......... = Two Step 1% G.P g g%:eg}%.r.
Currency of Repayment. . [.S,

Interest Collected . ..... L2

year period 1965-68, the borrower will invest the equivalent
of $77.8 million in this project in addition to the AID loan
of $15 million,

Of the total AID loan, $11.6 million will be used for
direct dollar procurement of project items within the United
States. The remaining $3.4 million will finance a part of
the local costs of the project, representing principally the
cost of equipment manufactured in Brazil with raw materials
imported from the United States. Advisory engineering
services are being provided by the U.S.firm International
Engineering as third party consultants.

Purpose of Loan:
sion and modernization of the electrical distribution
system in the city of Sao Paulo and vicinity. Light-
Servicios de Electricidade, S.A., Regiao Sao Paulo, serves
Brazil's most important center of industry and population,

This loan is helping to finance the expan

Comments on Implementation: Implementation is proceeding

satifactorily.

Substantial investment in the distribution system is needed

to complement the development of new generating and trans-
mission facilities, which are making power available to
this area with its rapidly growing needs and recurrent
power shortages.

Physical Status: The project is scheduled for completion
on December 31, 1968. Completion was 49% as of
December 31, 1967,

Financial Status:
July 21, 1966.
1967 were $1/.6 million.

First Letter of Commitment issued

Two Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It

o

Total Commitments issued as of December 31,
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STATUS OF DEVELOPMENT LOANS

Country: BRAZIL

™,
s
i

Borrower: Cia Hidroeletrica

Title ond Number of Loan:
COHEBE -~ Boa Esperanca Hydroelectric 512-L-053

Date Authorized:10-20-65, 5-24-6T7 Date Signed: 12-1-654 6-24-67

| Loon Status as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration .. v o 25 yrs.
Two StepPee... 4O yrs.
Authorized . . . ... ..... 10,700 P y
Grace Period . ....... 6 yrs.
Two Stepes... 10 yrs.
Disbursed .. ......... 4 845 ° P Y
Interest Rate . ....... 3
Two Step...l P.. 2
Repayments . ......... - Step %G thereafter
Currency of Repayment. .U.S.
Interest Collected ... ... 26

TABLE V

de Boa Esperanca (COHEBE) Funds: AFP Loan

Two-Step Process: To help ease Brazil's foreign debt
service problem in the next few years, an asgreement has
been reached under which the Government of Brazil will
receive loan payments from the borrower in local currency.
The GOB will reimburse A.,I.D. in dollars within 40 years,
including a 10-year grace period, with annual interest at
1% during the grace period and 2%% thereafter.

Host Country Role and Procurement Source: The Government

Purpose of Loan: The loan assists in financing a hydro-
electric project with an initial capacity of 108 MW at Boa
Experanca on the Parnalba River in Northeastern Brazil.
The A,I.D. loan finances (2) engineering services; (b)
goods and services for power house and transmission line;
(c) meintensnce equipment; and (d) training.

Physical Status: The dam has been under construction since
August 1964, and, although certain delays were experienced
because of insufficient concrete batching facilities, it

is now 85% completed. The civil works on the project are
progressing according to schedule. Turbines are being
fabricated and completed sections are being delivered and
installed. Transmission line materials are being
fabricated and delivered. Construction will be coordinated
with progress of power plant. Two U.S. engineering firms,
Kaiser and International Engineering, are providing
services for power house and transmission line engineering.

Financial Status: Total disbursement authorizations issued
by the end of 1967 for procurement under the loan total
$8,652,000., The original $8.9 million loan was insuffi-
cient to cover all items originally scheduled for
procurement and during 1967 A.I.D. authorized e supplemen-
tal loan of $1,800,000 to cover U.S. direct-dollar project
costs.
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of Brazil is now committed to provide the equivalent of
approximately $65.6 million for construction, materials,
and equipment. The increase in their commitment was
necessitated by an increase in project cost which, in turn,
was a result of inflation of prices within the country. '
Of the A.I.D. loen (a) $9.04 million covers direct-dollar
costs of items procured in U.S.; (b) $ 2 million covers
dollar costs of identified components procured in U.S. by

- Brazilian manufacturers; and (c) $1.46 million of U.S.-

financed local procurement.
Local currency outlays under this loan will be paid with
cruzeiros generated through Special Letters of Credit.

Comments on Implementation: Completion of the power house,

originally scheduled for June 1968, is now scheduled for
completion in January 1969, although the first turbine-
generator unit is scheduled for operation in November 1968.
The delay has been caused primarily by the time taken to
award the turbine and generator contracts.



STATUS OF DEVELOPMENT LOANS TABLE V

AFP Ioan

Brazil has

Country: BRAZIL Borrower: Government of Brazil Funds:
Title and Number of Loan: $5 million., FINEP has stated that studies within the
Feasibility and Resources Study 512-1-054 agricu}tural sector will receive highest priority.
. Financial Status: Through 12/31/67, $7,800,000 has been
Date Authorized: 10/28/1965 Date Signed: 6/3/1966 committed.
Loon Status os of 12/31/67 Loon Terms Host Country Contribution-Procurement Sources:
(In Thousands of Dollars and Equivalent) Durati 40 set up the.Fund for.F?nancing Projecft and Program Stud?es
: uranion .. e yrs. (FINEP), with the Minister of Planning as Chairman of its
Avthorized . . ... ...... 11,000 Coordinating Board. FINEP provides the mechanism for re-
Grace Period .. ...... 10 yrs. view and approval of applications for surveys financed unér
Disbursed .. ......... 252 this loan. . .
Interest Rate . . . 19 G.P Administration of project and program studies is car-
oly éh "%é' i ried out through FINEP's financial agents, including BNDE
Repayments .. ........ - 2p therealter (the National Bank for Economic Development) and other
Currency of Repayment. . US$ development banks. The financial agents receive applica-
Interest Collected . . . . .. _ tions from public or private.groups.seeking financing for
a study; evaluate them especially with regard to their

Purpose of Loan: This loan is financing studies of the
feasibility of specific proposed capital projects; program
studies of areas or sectors of the Brazilian economy; and
natural resource surveys of a technical assistance nature.
It will also finance technical assistance to the Brazilian
agency coordinating this feasibility study program (FINEP).
Physical Status: FINEP initiated the feasibility study
program with the assistance of a grant of one billion
cruzeiros from PI~480 funds, pending the signing of the loan
agreement. ’

FINEP is currently financing a feasibility study of the
Rio-Niteroi Bridge in the amount of $YO0,000, being prepared
by a U.S./Brazilian engineering consortium and a Meteorolo-
gical Data Collection and Analysis Survey in the amount of
$2,220,000 by the U.S. Weather Bureau. In addition, the
following proposals are in an advanced stage of development:
(a) Taquari Valley Study (cost $700,000-proposed FINEP parti
cipation 85%); (b) Sam Paulo Urban Master Plan (cost approxi-
mately $2,500,000-proposed FINEP participation 75%); and
(c) Espirito Santo Highway Feasibility Studies (cost $80,000
proposed FINEP participation $75,000). Scopes of work
for these above gtudies have been approved and negotiations
with joint U.S./Brazilian engineering consultants are under-
way.

. Consideration is also being given to nine major studies
in various stages of preparation amounting to mofL than
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prospects of repayment; approve(or disapprove) project
studies involving less than the equivalent of $14,000 of
FINEP funds; and submit larger requests to FINEP for its
review and approval. Requests for amounts over $100,000
require USAID approval as well, Approved studiesgs will be
carried out by American, Brazilian, or joint venture
consulting firm.

Natural resource surveys will be carried out in con-
Junction with Brazilian agencies responsible for natural
resource development.

Iocal contributions to feasibility studies will be
composed of contributions of the financial agents, 5 to 20%
of each study; and of the sub-borrowers, 10 to 40% of each
study. Should the survey eventually lead to an A.I.D.
project loan, the Borrower will be required to repay the
feasibility loan immediately from resources other than the
project loan funds. Local contributions to natural resource
projects will be negotiated on a case-by-case basis.

Procurement will be in the United States or Brazil.
Iocal currency outlays under this loan will be made with
cruzeiros generated through Special Iletters of Credit.
Comments on Implementation: Following the change in Govern

C

ment in 190, FINEP was reorganized within the Planning
Ministry. Aithough this reorganization resulted in a periad

of limited activity, FINEP is now fully operational and
actively processing loan requests. ‘

C



STATUS OF DEVELOPMENT LOANS

Country: BRAZIL Borrower:
Title and Number of Loan:

Brazil - Development Program Loan - 1966 512-L-055

Govermment of Brazil

Date Authorized: 1/19/66 Date Signed: 2/10/66

Loan Status os of 12/31/67 Loan Terms

(In Thousands of Dollars and Equivalent)

Duration ........... LO yrs.
Authorized . . . .. ...... 150)000

Grace Period .. ...... 10 yrs.
Disbursed .. ......... 116,079

Interest Rate . ....... 1% GP
Repayments .. ........ = 248 thereafter

Us $

Currency of Repayment. .

Interest Collected

Purpose of Loan: To assist in providing effective support
for the Govermment of Brazil's program of stabilization,
development and reform by financing essential imports

from the U. S. The Brazilian development program, endorsed
by the Inter-American Committee for the Alliance for
Progress and the U. S. Govermment, forms the basis for

the U. S. assistance program.

Eipancisgl Status: The Undisbursed balance relates largely
to the $30 million Capital Goods portion of the loan.
These funds are being disbursed through special letters

of credit issued by Manufacturers Hanover Trust Company
of New York. For the utilization of these loans the
terminal shipping date has been extended to February

28, 1969.

Host Country Contribution-Procurement Sources: The loan
was conditioned upon a series of quantitative and quali-
tative tests of self-help measures taken by the GOB, with

provision for quarterly reviews before release of successive

tranches. . The reviews indicated satisfactory performance

and all four tranches of the loan have been released.
Brazil has made a strong effort in pursuit of its

stabilization goal and has gone a long way towards
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Funds: AFP Loan
eliminating the sources of inflation. Although, the

GOB has not been able to meet all the quantitative
performance criteria such as those involving the levels
of the cash deficit and the current account surplus and
current transfers to the transport entitites, the diffi-
culties are fairly readily explainable and justifiable.
In view of the previous levels for these items the 1966
and the 1967 figures represent notable progress. Correcting
for definitional changes the GOB's budgetary revenues
have been in excess of target levels and the GOB has
more than fulfilled its commitments regarding tax policy.
Numerous tax and voluntary control measures have been
introduced %o guide the private sector into moderating
price increases.

All procurement is exclusively from the U. S.

Comments on Implementation: The increased regular
commercial imports from the United States have had a

beneficial influence on the U. S. trade balance and in
combating domestic inflation in Brazil. The undisbursed
balance represents capital goods for which loans are to
be extended through financial agents of theCentral Bank
of Brazil with special cruzeiro funds for industrial and
agricultural development (FINAME and CREAI). Imports for the
Capital Goods Fund became oOperational in the second half
of 1966. The preparation of these loans by the Brazilian
authorities requires often considerable time.* Moreover,
this type of equipment for new plants or expansion of
existing industrial plants requires longer delivery dates.
This loan is expected to be fully disbursed in 1969.

* often prior A.I.D. approval is required (e.g. for textile
machinery)



STATUS OF DEVELOPMENT LOANS

Country: BRAZIL
Title and Number of Loon:
Sewerage Maintenance Equipment Loan 512-L-057
Date Authorized: 6-13-66 Date Signed: 9-13-66
Loan Status as of 12/31/67 Loan Terms
(in Thousands of Dollars and Equivalent) Duration . . o oo oo 20 yrs.
Two St Lo yrs.
Authorized . .. ... ... .. $2 »175 P y
Grace Period . ... .... 3 yrs.
Disbursed ........... 125 Two Step 10 yrs.
Interest Rate .. ...... %‘%
_ Two Step .. 1% G.P.
Repayments . ......... 23% thereafter
Currency of Repayment. . U.5.$
Interest Collected . ... .. -

Purpose of Loan: The loan will assist SURSAN in carrying
out its 1962 master sanitation plan to provide sewerage
service throughout the State of Guanabara, which includes
the city of Rio de Janeiro. The A.I.D. loan will provide
highly specialized maintenance equipment to complement
SURSAN's extensive construction and expansion program.
addition to equipment to clear sewer lines, A.I.D. funds
will finance the purchase of mosquito control equipment, and
telecommunications and laboratory equipment. The A.I.D.
loan is also financing the services of an American consul-
tant and a program for training Brazilian sewerage
technicians in the U.S.

In

Physical Status: All conditions precedent to loan disburse-
ment have been fulfilled, and the Project is under
execution., The borrower has negotiated a contract with the
firm of Engineering-Sciences, Inc. of Arcadia, California,
through its Brazilian affiliate, to provide consulting
services.

Financial Status: As of 12-31-67, disbursement authoriza-
tions totaling $573,000 had been issued, and disbursements
of $125,000 had been made. $325,000 of this loan was
deobligated in August 1967, after it was determined that
SURSAN could share the computer being financed under the

Borrower: Sanitation Department of State of Guanabara (SURSAN)Funds:

TABLE Vv
AFP Loan

loan to the Guanabara Water Company, CEDAG, (512-1-058).

Two-Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It
will reimburse A.I.D. in dollars within 40 years, including
a 10-year grace period, with annual interest at 1% during
the grace pericd.

Host Country Contribution-Procurement Sources: The borrower
will provide the local currency equivalent of $750,000 for
locally manufactured equipment and for installation and
training costs.

A.I.D. dollar funds will be used exclusively for goods
and services of U.S. source and origin.

Comments on Implementation: The procurement and installa-

tion of the sewerage maintenance equipment is currently
underway; training programs for SURSAN staff are being
conducted; and U.S. technical services are being provided
for the refinement of the sanitation master plan. The
Project is progressing in accord with the Implemsntation
Plan,
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STATUS OF DEVELOPMENT LOANS

Country:  BRAZIL

Title and Number of Loan:
Water System Maintenance Equipment
6/13/66

512-1-058
Date Signed: 8/18/66

Date Authorized:

Loan Svotus os of 12/31/67 Loan Terms

(In Thousands of Dollars and Equivalent) Duration . . . von ... 20 yrs.

Avuthorized . . . ... ... .. $2,925 Two-Step. . v..ovvve. B0 yrs.
Grace Period ........ 3 yrs.

Disbursed .. ......... 137 Two-Step........... 10 yrs.
Interest Rate .. ... ... 5%%
Two-Step GP 1 2

Repayments .......... - o-Step % thereafg.z)r
Currency of Repayment. . ys$

Interest Collected . ... .. -

Purpose of Ioan: A.I.D.'s loan will finance the purchase

of specialized maintenance equipment for the repair of
watermains in the State of Guanabara which includes the city
of Rio de Janeiro. It will assist the CEDAG company in com-
pleting its 1962 program for increasing the quality and
coverage of water service in the area. The loan will also
finance a fluid network analyzer, a telemetering and tele-
communication system, flow measuring equipment, a digital
computer to expedite billing for both water and sewerage
services, and the services of a consulting firm to revise
CEDAG's master plan for water distribution.

Physical Status: All conditions precedent to loan disburse-
ment have beean fulfilled and the project is in the execution
stage. The borrower has negotiated a contract with the firm
of Engineering-Sciences, Inc. of Arcadia, Californis,
through its Brazilian affiliate for consulting services.
Financial Status:; As of 12/31/67, disbursement authoriza-
tions totaling $Lh2,000 had been issued.

Two-Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It will
reimburse A.I.D. in dollars within 40 years, including

a 10-year grace period, with annual interest at 1% during
the grace period.
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Borrowér: Guanabasra Water Company (CEDAG)

Host Country Contribution-Procurement Sources:

TABLE V

Funds: AFP Io0an

The

borrower will provide the local currency equivalent of
$1,250,000 for locally manufactured maintenance, equipment,
installation, training costs and for spare parts.

The A.I.D. loan will be disbursed for goods and
services of United States source and origin.

Comments on Implementation:

Procurement of equipment is

on schedule and img}ementation is following the time =-

phased plan. The

oan was amended in October 1967,

increasing the authorized amount from $2.6 million to
$2.925 million to permit the purchase of a computer for

the project.



STATUS OF DEVELOPMENT LOANS

Country: Borrower:

BRAZIL

Highway Maintenance Department of Sag Paulo

Title and Number of Loan:

Sao Paulo Highway Maintenance 512-L-059
Date Auvthorized: (=29-(6 Date Signed: 8-18-66
Loan Stotus as of 12/31/67 Loan Terms

(In Thousonds of Dollars and Equivalent)(p .0 18 yrs.

Authorized . . . ... ... .. $20,000 Tvo Step..... 40 yrs.
Grace Period . .. ..... 3 yrs..

ceree 1

Disbursed . .......... = Two Step Cl)
Interest Rate . . ... > 35%

Repayments . ......... - Two Step 1% GP 23% theg%ger
Currency of Repayment. . U.5S 3

Interest Collected . ... .. -

TABLE V

Funds: AFP Ioan

Host Country Contribution-Procurement Sources: Of the $20
million authorized to this loan, $19 million was to be

used to purchase highway maintenance equipment. The remain-
ing $1.0 million is being used to finance a U.S. consulting
firm to administor and implement the subject loan. The
State of Smo Paulo will contribute the equivalent of $20
million in cruzeiro equivalent to cover the cost of purchas-
ing locally manufactured highway maintenance equipment and
other local cost to complete the project.

Comments on Implementation: It has recently became apparent

Purpose of Loan: The purpose of this loan is to provide
the Sao Paulo State Highway Department with the equipment
needed to maintain adequately the road network of the State.
In addition, the loan will finance technical assistance to
accomplish a reorganization of the State's highway mainten-
ance organization and to establish higher maintenance stan-
dards and systems in coordination with a national highway
development program now being undertaken by the Brazilian
Government and the World Bank.

Physical Status: A,I.D.'s conditions precedent to first
disbursement have been satisfied. A contract for consulting
services is expected to be signed with the firm Harris-
Stanford-Montor. The consultant will implement the re-
orgsnization and will also develop a master plan for high~-
ways for the three states of Sao Paulo, Golas and Mato
Grosso, to be financed by the World Bank.

Financial Status: To date no funds have been disbursed
under this loan.

Two-Step Process: Td help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It will
reimburse A.T.D. in dollars within 40 years, including a
10-year grace period, with annual interest at 1% during

the grace period.
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that some of the U.S. equipment which was to be financed
under this loan is now considered in conflict with the
Brazilian Law of Simulars and will not be approved for im-
plementationdespite the technical advisability of using U.S.
equipment. Since A.I.D. may finance only U.S. equipment
the project is now being reviewed and part of the loan may
be deobligated.



STATUS OF DEVELOPMENT LOANS
Borrower: DEPARTAMENTO NACIONAL DE ESTRADAS DE RODAGEM (DNER) Funds:

Country: BRAZIL
Title and Number of Loan:
DNER Highway Engineering Services 512-I1-060
Date Authorized: 6-27-66 Date Signed: -
Loan Status as of 12/31/67 Loon Terms
(In Thousands of Dollars and Equivalent) Duration . .. n . v, . L0 yrs.
Authorized . . . .. ...... 400
Grace Period .. ...... 10 yrs.
Disbursed .. ......... -
Interest Rate . G.P.. .. l%
thereafter 25%
Repayments . ......... -
Currency of Repayment. . US$
Interest Collected . .. ... -

Purpose of Ioan: To assist in financing the U.S. dollar
costs and Brazilian cruzeiro costs of technical assistance
to Brazil's National Highway Department (DNER). This techni
cal assistance was to be specifically for a study and
reorganization of the INER functions as a Federal Highway
policy agency &nd along the lines of the existing organiza-
tion and functions of the Bureau of Public Roads (BFR)in
the United States.
Physical Status: As originally planned, an organizational
study was to be made and assistance given in implementing
reorganization of the DNER by e high level team of the BPR.
In Deceuwber 1967 negotiations were near conclusion
between the USAID and the Brazilian Ministry of Finance,
needing only the formel written concurrence by DNER prior
to signing the loan agreement.
Financial Status: The signing of the loan agreement has
been delayed because of subsequent Borrower's change of
mind.
Host Country Contribution-Procurement Sources: A local
menagement firm, to be financed by the Brazilians was to
cooperate with the BPR on this project. The funds of this
loan were to be used for financing the dollar costs and
local currency costs up to $50,000 in 1968 and 1969.
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Comments on Implementation: In January, 1968, DNER
notified the USAID that they had signed a contract with
Getulio Vargas Institute to perform an organizational
study of DNER. In view of the long delay and the recent
action of DNER, the USAID feels that the use of a BPR
team is no longer desired. Accordingly, the USAID
Director has recently written to the DNER Director
requesting his concurrence in action to deobligate

the loan funds.




STATUS OF DEVELOPMENT LOANS

Government of Brazil

Country: Borrower:

BRAZIL

Title and Number of Loan: ,
Second Food Production Loan 512-L-061

Date Authorized: 6/29/66

Date Signed: 9/26 /66

_ Loan Status os of 12/31/67 Loan Terms
(ln Thousands of Dellars and Equ:volen') Duration . . .. . ...... 40 yrs.
Authorized . . . ... ..... 20,000
Grace Period . . ... ... 10 yrs
Disbursed .. .........
Interest Rate . . ...... 1% G.P.
Repayments ... ....... - 2%% thereafter
Currency of Repayment. . U-S.
dollars
Interest Collected . ... .. -

Purpose of ILoan:
needed for the rapid expansion of fertilizer use for basic

To provide a source of agricultural credit

food crops ; to develop a credit program to extend fertilizer
credit to small landholder and tenant farmers; and to obtain

additionality of U.S. exports of fertilizer. The cruzeiro
source of credit to finance the sale of fertilizer to be
used in the production of basic foodstuffs.

This loan finances the expansion of the Fertilizer
Imports project (AID 512-I-C8 xg as a preparatory
approach to the AID-IFC-Phillips Petroleum Company
project to establish a large-scale nitrogen complex in
Brazil. (AID loan 512-1-063 to ULTRAFERTIL SA). It is
expected that this project, designed to substantially
reduce fertilizer costs to Brazilian farmers, will require
a rapid expansion of the Brazilian fertilizer market.

Host Country Role and Procurement Source: Following the
signing of the first fertilizer loan agreement, the Govern-
ment of Brazll created a new institution, located in the
Central Bank to administer the rural credit program. The
cruzeiros generated by sales of loan dollars are matched
by & Brazilian cruzeiro contribution in a ratio of 1:2 and
deposited in & special fund operated by FUNAGRI. FUNAGRI

in turn uses these funds to provide interest free credit to
farmers for the purchase of fertilizer. It is expected
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that more than 1,600 private and State banks will again
participate in the progrem.

In addition to en accelerated expansion of fertilizer
use, the first fertilizer import loan has assisted in
reducing fertilizer costs to the endsusers through a
substantial reduction of the import duty on selected
fertilizer imports.

All procurement under this loan is from the United
States.

Financial Status: By December 31. 1967 commitment documents

have been issued for $7.500.000. This loan is expected
to show increasing disbursements now that the first
fertilizer import loan has been virtually completed.

Comments on Implementation: The 50/50 shipping questions

applicable to fertilizer have been resolved after lengthy
negotiations and conditions precedent were met on
September 26, 1967. The dollar financing part of this
project will be completed in Fiscal Year 1969



Country: BRAZIL

STATUS OF DEVELOPMENT LOANS
Borrower:Companhia Central Brasileira de Forca Eletrica

Title and Number of Loan:

Mascarenhas Hydroelectric and
Distribution Expansion Program 512-L-062

| Date Authorized: 6-29-66

Date Signed: 8-18-66

Loan Stotus os of 12/31/67

Loan Terms

N(‘In Thousands of Dollars and Equivalent)

Avthorized . . . . ... .... 13,300
Disbursed . .......... 204
Repayments ... ....... -

Interest Collected . .. ... -

Duration . .......... L0 yrs
Grace Period . ... .... 10 yrs
Interest Rate . .. ..... 1% G.P.

2%% thereafter
Currency of Repayment. . U.5.$

Purpose of Loan:

The A.I.D. Loan will supplement the

funds of the Brazilian federal power agency, ELETROBRAS,
and CCBFE 1in the filnancing of the Mascarenhas project.
Specifically, A,I.D. funds in the amount of $13.3 million
will be utilized to finance the cost of (1) two 38.5 MW
units manufactured in the United States, (il) associated
U.,S. electrical equipment, (i11) U.S. goods and equipment
for the U.S. consulting engineering services.

The Mascarenhes site 1s on the Doce River in the State

of Espirito Santo.

The generatling capacity of the plant
will be 115 MW by the end of 1973.

Total cost of the proj-

ect including the CEMIG (State of Minas Gerais power
utility) interconnection 1s estimated at $49.0 million.
No part of the A.I.D. Loan will be used to finance

local costs.

Physical Status:
firm TAMS 1s 1in progress.

Engineering design by the U.S. consulting
Main civil works contract is

expected to be let in January 1969.

Financial Status:
to U.S. engineering services.

Disbursements to date have been limited
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Host Country Role and Procurement Source: The Borrower is
providing the equivalent of $35.7 million for civil works,
construction materials, and other local currency costs
associated with the distribution system, CEMIG intercon-
nection, and frequency conversion. Goods and services
financed under the loan shall be procured from the
United States.

Comments on Tmplementation: All conditions precedent to
initial disbursement were met on February 3, 1967.
Implementation progress has been delayed by budget problems
of the Govermment of Brazil in providing the local currency
required. As a result, completion has been rescheduled to
1974, about 2 years later than originally planned.




STATUS OF DEVELOPMENT LOANS

Country:  BRAZIL Borrower: [1trafertil S.A.
Title and Number of Loan: . N
Ultrafértil Fertilizer Plant 512-I1-063
Date Authorized: 10/12/1966 Date Signed:  11/21/196
Loan Status as of ]2/37177/767_ Loaon Terms
(In Thousands of Dollars and Equivalent) Duration . . o+ o\ oo ... 15 yrs.
Authorized . . . .. ... ... $1k, 800 Two-Step 40 yrs.
Grace Period .. ...... 5 Yyrs.
Disbursed . .......... - Two-Step 10 yrs.
Interest Rate . . ...... 544
Repoyments ... ....... - G.P. 1% 2%% thereafter
Currency of Repayment. . US$
Interest Collected . ... .. -

Purpose of Ioan: The A.I.D. loan will assist in financing
the construction of an integrated fertilizer plant to pro-
duce anhydrous ammonia, ammonia nitrate solution and prills,
diammonium phosphate and potash. A.I.D. issued an Extended
Risk Guaranty to cover T75% of a $21,518,000 private loan
extended by U.S. insurance companies, Phillips Petroleum
Company of the United States is investing 60% of the equity
investment funds in the project. 1In addition to lending
3$7.6 million, the International Finance Corporation is pro-
viding 10% of the equity funds with the Brazilian Ultra
group investing the remaining 30% of the equity.

Physical Status: Site preparation is completed. Engineerin
contracts have been signed. Work is in progress. The
Conditions Precedent to first disbursement were met on
August 1, 1967.

Financial Status: No disbursements have been made but
comnitment documents have been issued totalling $4,700,000.
Host Country Contribution-Procurement Sources: The equity
investors are contributing §25.8 million, representing 37%
of the cost of the project. Phillips and the other investors
have made a firm undertaking to meet cost overruns by
further contributions of equity. All of the A.I.D. loan
funds will be used for goods and services of U.S. source and
origin as will the 75% of the private loan funds which are
covered by A.I.D.'s extended risk guaranty.
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Comments on Tmplementation: The engineering contractors

are the following: (1) Foster-Wheeler Corp., Livingston,
N.J. for the Ammonia Plant, support facilities and coordi-
nation; (2) Dorr-Oliver Engr. Itd., Stanford, Conn., for
the sulfuric and phosphoric acid plants and (3) D.M.
Weatherly Co., Atlanta, Ga., for the mitric acid, ammonium
nitrate and diammonium mitrate plants. Construction will
be done by 3 local firms subcontracted to Foster Wheeler
Itd. of Brazil. Construction of the Battery Limits plant
began in January 1968, The construction is expected to

be complete during 1969, Phillips Petroleum Company,
which has a heavy commitment to this project, has consider-
able experience in the construction of chemical plants

and is following closely all aspects of the design and
procurement for this project.



STATUS OF DEVELOPMENT LOANS

Government of Brazil

BRAZIL

Title and Number of Loon:
Brazil - Development Progrem Loan - 1967 512-L-06k

Dote Authorized: 3-01-67, 1-2-68

Country: Borrower:

Date Signed: 3'11‘67, 1-16-68

Loan Status as of 12/31/67 Loan Terms
(In Thousands of Dollars ond Equivalent) Duration - . v v e 40 yrs.
Authorized . . . ... ... .. $100,000
Grace Period .. ...... 10 yrs.
Disbursed ........... 1, 28L
Interest Rate . . ...... 1% G.P.
2%% thereafter
Repayments ... ....... -
Currency of Repayment. . U.S .$
Interest Collected . ... .. -

Purpose of Loan: To assist in providing effective support
for the Government of Brazil's program of stabilization,
development and reform by financing essential imports from
the U.S. The Brazilian development program, endorsed by
the Inter-American Committee for the Alliance for Progress
and the U.S. Government, forms the basis for the U.S.
assistance program.

Financial Status: Only one of the planned four $25 million
tranches was released in CY1967 as Brazilian performance
had met only the conditions precedent through December 31,
1966. The first tranche was released in July, and the
commitment documents were issued in September, 1967 ($15
million for regular commercial imports and $10 million for
the Investment/Import Stimulation Fund portion of the loan).
The second tranche of $25 million was released in January
1968, after renegotilation of the loan agreement.

Host Country Contribution-Procurement Sources: The loan
was originallysigned with the previous GOB administration
just before President Costa e Silva tock office, with his
advance concurrence. The agreement was keyed to the
Brazilian economic and financial program for 1967 as set
forth in a letter from the outgoing Brazilian administrat-
ion to CIAP in February, 1967. The loan was conditioned
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upon a series of quantitative and qualitative tests of
self-help measures taken by the GOB, with provision for
quarterly reviews before release of successive tranches.

In November 1967, the new Brazilian Minister of Planning
presented to CIAP a comprehensive summary statement of
Brazilian performance and policy actions during the first
seven months of the Costa e Silva administration. He
described deviations from the original program, particularly
in the areas of budget deficit, credit expansion, and out-
lined current and projected corrective measures the
Brazilian Government is now taking.

The amended loan authorization provides for disbursement
of the remaining $50 million once additional conditions
precedent have been met. The primary condition precedent
for that disbursement will be satisfactory agreement between
the United States and Brazil on the parameters of Brazil's
1968 economic and financial program.

Comments on Implementation: The increased regular
commercial imports from the United States have had a
beneficial influence on the U.S. trade balance and in
combating domestic inflation in Brazil. Similarly to the
program locan for 1966 (A.I.D. loan 512—L—055),part of the
funds is being channeled specifically for the importation
of private enterprise of capital gocds whose input and uti-
lization will contribute to Brazil's economic development.
For this purpose loans will be estended as heretofore through
financial agents of the Central Bank from the Capital Goods
Fund,*(through FINAME and CREAI).

This loan is expected to be fully disbursed by 1970.

¥ alias Investment/Import Stimulation Fund (see above
Financial Status)



STATUS OF DEVELOPMENT LOANS

Government of Brazil

Country: BRAZIL

Borrower:

Title and Number of Loan:

Mineral, Water, and Resources Program 512-1-065

TABLE V

Funds: AFP

succeeding years shall be developed by the G.0.B. and
approved by the USGS and A.I.D. Project completion is
scheduled for February 1972.

Financial Status: The loan agreement was signed in

Date Authorized:  5-25-C7 Date Signed: 11-29-67
Loan Stotus as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration . . . o\ ... .. LO yrs.
Authorized . . ... .. .... 8, koo
Grace Period . . ...... 10 yrs.
Disbursed ........... -
Interest Rate . . .G.P... 1%
Repayments . .. ....... - thereafter 2%‘%
Currency of Repayment. . US$
Interest Collected . .. . .. -

Purpose of Loan: To assist in financing: (1) surveys of
mineral and water resources by Brazil's National Department
of Mineral Production (DNPM) and the National Department of
Water and Rnergy (DNAE, (2) technical assistance to the DNPM
and DNAE, and (3) equipment for the DNPM and DNAE Prograu
Projects to be undertaken under this program are (1) techni-
cal and capital assistance and surveys in connection with
the CGOE Ten-Year Master Plan for Mineral Evaluation of Brazil
for the DNPM, and (2) technical and capital assistance in
connection with hydrologic data compilation and planning for
water rescurces for the DNAE. Institutional development,
training of technical and scientific personnel, geologic
mapping and assistance in mineral and water resources
appraisal and development are specific objectives of this
program.

Physical Status: Cooperative programs between the GOB and
USGS for the study of Brazil's mineral resources date from
1940, and in the field of hydrology from 1962. Heretofore,
technical assistance in these sectors has been extended on

a grant basis. Such assistance is now continued with
financing from this loan.

A participating services agreement (FASA) is being
negotiated with the U.S. Geological Survey. Also personnel
of the U.S. Bureau of Mines and other U.3., agencies will
be provided. Detailed work plans for the rirst and each

72

November 1967, and the conditions precedent were met
subsequently. No disbursements were made so far. Disburse-
ments will be effected @as vouchersare presented for reim-
bursement to AID/W by USGS.

Host Country Contribution-Procurement Source: The total
cost of the proposed program is $20,167,000 including G.0O.B.
direct funding of cruzeiros for salaries, operational costs,
installations, maintenance. etc. G.0.B. direct funding
will be provided from federal revenues. The G.0,B. contribu-
tion is the equivalent of $11.9 million vercus the A.I.D.
loan of $8.4 million. A detailed break down of the
Borrower's contribution for the first year of the Program is a
condition precedent to first disbursement. In view of the
nature of the Program, it was recognized that specific
funding allocations for individual projects and activities
may need adjustment from time to time on the basis of field
experience. As the Program proceeds, adjustments in work
plans and related revisions of cost allocations will be
agreed upon among USAID, GOB and USGS at periodic reviews.
Equipment, materials and services (except shipping and
marine insurance) financed under the loan shall have their
origin in and be procured from the United States or Brazil.
Shipping financed under the loan shall be procured from the
United States, and marine insurance financed under the loan
shall be placed in the United States with a company
authorized to do marine insurance business in any state of
the United States. United States dollars utilized under

the loan to finance local currency costs shall be made
available to the Borrower or its designee through the
Special Letter of Credit procedure and shall be used only
for procurement in the United States. If during the
implementation of this loan local currency becOmes avail-
able from Title I PL 480 Program Assistance funds or from
the difference in interest rates accruing to G.0.B. from
two-step payments agreements, such funds shall be substituted
for equivalent dollar amounts of this loan.

Comments on Implementation: No problemsare expected at this
time.




STATUS OF DEVELOPMENT LOANS
Country: BRAZIL Borrower: Central Eletrica De Furnas

Title and Number of Loon:

Santa Cruz Thermal Plant Expansion 512-L-066

Dote Auihoriled:6/22/67

DQpte Signed: 10/13/67

Loan Status os of 12/31/6177”‘ Loan Terms
(In Thousands of Dallars and Equivalent) Duration .« . o v oo 20 yrs.
Authorized . . . .. .. .... $l1, 200 . Two-Step.....40 yrs.
Grace Period .. ...... 5 yrs.
Disbursed .. ......... = Two=Step.....10 yrs.
Interest Rate . . .. .... 6%
R , Two-Step 1% GP
epoyments . ... ...... -
t eaft
Cor2bl, RUSALESL | s
Interest Collected . ... .. =

TABLE V

Funds: AFP Losn

forr other equipment and design of the power 1s in progress.
Turbines of this size require long delivery time; in this
case the delivery of the first unit is scheduled for

June, 1971. It is estimated that the project will be
completed in the last quarter of 1972.

Financial Status: As of December 31, 1967 no letters of

commitment had been 1ssued.

Two-Step Process: To help relieve Brazil's foreign debt

Purpose of Loan: To finance the dollar costs of adding
L00,000KW generating capacity to the Santa Cruz thermal
electric generating plant at Santa Cruz, State of Guangbara
A. I. D. has previously financed the dollar costs
of the existing 160,000 KW thermal electric plant under
Loan 512-L-011 (authorized April 20, 1963).
This plant will soon be in full commercial operation
and will feed power into the electric system supplying
the Rio de Janeiro and Sao Paulo areas. Increasing
demand for electric energy necessitates the expansion of
existing power plants in the area. This thermal
generating plant expansion is particularly desirable
because it will complement the predominately hydro-electric
system and provide primary system power during dry seasons
as well as ensure an equivalent amount of secondary
hydro-electric power. This loan is another step by
A. I. D. in assisting Brazil's largest population centers
in meeting increased power demands.

service burden in the next Pew years. agreement has been
reached under which the Brazlllan Government will receive
loan payments from the borrower in local currency. It
will reimburse A. I. D. in dollars within 40 yeers inclu-
ding a 10-year grace period with annual interest at 1%
during the grace period, and snnual interest at 2%%
thereafter.

Host Country Contribution-Procurement Zources: Brazilian
sources are supplying the equivalent of $37.9 million in
local currency. This amount 1s being made availeble from
the accumulated unappropriated surplus of the borrower.

Source of procurement of goods and services financed
from the A, I. D. loan is the United States.

Comments on Implementation: The project 1s progressing
satisfactorily, However, because of the long delivery

time for the steam turbines the progress until mid-1969
will be limited to designing the plant and fabricating the
major items of equipment. The overall project 1s expec-
ted to be completed in late 1972.

Physical Status: The U. S. firm of Sanderson and Porter, New York

hac Dbeen selected to provide plant design and constructior
supervision. A contract for two 200,000 KW steam turbine
generators has been awarded to We tinghouse International
Llectric Company. Specifications are being prepared
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Country: DRAZIL

Borrower:

Title and Number of Loan:

STATUS OF DEVELOPMENT LOANS TABLE V
Highway Department of State of Santa Catarina Funds: AFP Loan
Host Country Contribution-Procurement Sources: Of the

Santa Catarina Highway Meintenance - 512-L-067

Date Authorized: 6/21/67 Date Signed:
Loan Status as of ]2_/"3]/_27 Loan Terms

(In Thousands of Dollars and Equivalent) Duration . . o . ... . ... 15 yrs.

Authorized . . . . ... .... 47,500 Two-Step.... 4O yrs
Grace Period . ... .... 3 yrs.

Disbursed ........... - Two-Step. ... .10 yrs.
Interest Rate . . ...... 3

Repayments .. ........ - Two-Step 1% GE, 2%% there-

- Currency of Repayment after

ymenty.s. $
Interest Collected . ... .. -

Purpose of Loan: To provide financing to the Highway
Department of the State of Santa Catarina (DER/SC) in
southern Brazil, for the dollar costs of (1) the purchase
of highway maintenance equipment. and (2) obtaining the
necessary technical assistance related to reorgenization
and for assuming maintenance responsibilities for all
federal roads in the state.

Fhysical Status: The losn agreement has not yet been
signed pending approval by USAID of the needed contract
Letween the State Highway Department (DER/SC) and
Brazil's Federal Highway Department Agency (DNER).

Financial Status:
Federal Government of Brazil.
documents have been issued.

The loan will be guaranteed by the
To date, no commitment

Two~3tep Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It will
reimburse A, I. D. in dollars within 4O years, including a
10 year grace period, with annuel interest at 1% during the
grace period.

$7.5 million authorized for this loan, up to $5.8 million
will be used to purchase U. S.Hghway maintenance equip-
ment, and related U. S. shipping and insurance costs;
sbout $1.1 million for Technical Assistance including
some engineering training in the U. S.,and the balance is
earmarked for contingencies. The State of Santa Catarina
was spending, at the time the loan documentation was
being prepared, the cruzeiro equivalent of $2.9 million
for its road maintenance program. This amount should
increase to $!.6 to support the proposed progrem

Also, the Brazilian Highway Department must covenant to
compensate the borrower for assuming the present maintenance
responsibilities of the Federal Highway network. ©

Comments on Implementation: Dpifficulties are being encoun-

tered in obtaining prior approval by the Brazilian Foreign
Trade Commission {CACEX) for the importation of the

U. 5. equipment for this project. It is apparent that
some equipment 1s considered in conflict with the
Brazilian Law of Similars and may not be approved for
import despite prevailing technical considerations. The
project may therefore. have to be restructured. However,
in no case will other than U. S. equipment be financed
from these dollar loan funds.

* Equipment, meteriels and services financed under the
loan shall have their source and origin in the
United States of America.



STATUS OF DEVELOPMENT LOANS
Borrower: Highway Department of State of Parana

Country: BRAZIL

Title ond Number of Loon:

Parana Highway Maintenance 512-L-068

Date Authorized: 6-22-67 Doate Signed:

Loon Stotus as of 12/31/67

Loon Terms

(In Thousands of Dollars and Equivalent) 15 yrs.

Two Step.....40 yrs.

Duration

Authorized . . . ........ $lOJ 800
Grace Period .. ...... 3 yrs.
Disbursed .. ......... - Two Step.....10 yrs.
Interest Rate . . .. .. o %%
Repayments ... ... .... - Two Step 1% GP, 23% thg%:%ér

Currency of Repayment . .U.S $

Interest Collected

......

Purpose of Loan: To provide financing to the Highway
Department of the State of Parana.(DER/PR) in southern
Brazil, for the dollar costs of (1) the purchase of highway
maintenance equipment, and (2) obtaining the necessary
technical assistance related to reorganization and for
assuming maintenance responsibilities for all federal roads
in the state.

Physical Status: The loan agreement has not yet been
signed pending approval by USAID of the needed contract
between the State Highway Department (DER/PR) and Brazil's
Federal Highway Department Agency (DNER).

Financial Status: The loan will be guaranteec: by the
Federal Government of Brazil. To date, no commitment
documents have been issued.

Two Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan paywments from the borrower in local currency. It will
reimburse A.T.D. in dollars within L0 years, including a
10-year grace period, with annual interest at 1% during
the grace pericd.

Host Country Contribution-Procurement Sources: Of the
$10.8 million authorized for this loan, up to 8.7 million
will be used to purchase U.S. highway maintenance equip-
wment and related U.S. shipping and insurance costs; about

()
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$1.1 million for Technical Assistance including some
engineering training in the U,S., and the balance is ear-
marked for contingencies. The State of Parana was spending
at the time the loan documentation was being prepared, the
cruzeiro equivalent of $4.L4 million for its road mainten-
ance program. This amount should increase to $6.4 to
support the proposed program. Also, the Brazilian Highway
Department must covenant to compensate the borrower for
assuming the present maintenance responsibilities of the
Federal Highway network.”

Comments on Twplementation: Difficulties are being encoun-

tered in obtaining prior approval by the Brazilian Foreign
Trade Commission (CACEX) for the importation of the U.S.
equipment for this project. It is apparent that some
equipment is considered in conflict with the Brazilian Law
of Similars and may not be approved for import despite
prevailing technical considerations. The project may there-
fore, have to be restructured. However, in no case will
other than U.S. equipment be financed from these dollar
loan funds.

* Equipment, materials and services financed under the
loan shall have their source and origin in the United
States of America.



STATUS OF DEVELOPMENT LOANS

Country: Borrower:

BRAZIL

Title and Number of Loan:

Rio Grande do Sul Highway Maintensnce 512-L-069

Dufeﬂx;n.ho/rizeci: 622 =67 -- Daiek-s_il_ned: - -

Loan Status o3 of 12/3','97“__M7 s Loan Terms
(}n Thousands of Dollars and Equivalent) Duration - . v v oo oo 15 yrs.
Two Ste Lo yrs.
Authorized . . . ... ..... $13,200 P v
Groce Period . ... .... 3 yrs.
10 S .
Disbursed . .......... = Two Step L yrs
Interest Rate . . ... .. > 35%
Two Step 1% GP, 2% there-
Repayments .. ........ - after
Currency of Repayment. .U.S.$
Interest Collected . . .. .. -

Purpose of Loan: To provide financing to the Highway
Department of the State of Rio Grande do Sul (DAER/RGS)

in southern Brazil, for the dollar costs of (1) the purchase
cf highway maintenance equipment, and (2) obtaining the
necessary technical assistance related to reorganization
and for assuming maintenance responsibilities for all
federal roads in the state.

Physical Status: The loan agreement has not yet been
3igned pending approval by USAID of the needed contract
between the State Highway Department (DAER/RGS) and
Brazil's Federal Highway Department Agency (DNER).
Financial Status: The loan will be guaranteed by the
Federal Government of Brazil. To date, no commitment
documents have been issued.

Two-5tep Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Govermment will receive
loan payments from the borrower in local currency. It will
reimburse A.I.D. in dollars within L0 years, including a
10-year grace period, with annual interest at 1% during the
grace period.

Host Country Contribution-Procurement Sources: Of the
$13.3 million authorized for this loan, up to $11 million
will be used to purchase U.S. highway maintenance equip-
ment and related U.S. shipping and insurance costs; about

Highway Department of State of Rio Grande do Sul

TABLE V

Funds:  AFP Loan

$1.1 million for Technical Assistance including some
engineering training in the U.S., and the balance is
earmarked for contingencies. The State of Rio Grande do Sul
was spending, at the time the loan documentation was being
prepared, the cruzeiro equivalent of $3.5 million for its
road maintenance program. This amount should increase to
about $5.5 to support the proposed program. Also, the
Brazilian Highway Department must covenant to compensate
the borrower for assuming the present maintenance respon-
sibilities of the Federal Highway Network.”

Comments on Implementation: Difficulties are being encoun-
tered in obtaining prior approval by the Brazilian Foreign
Trade Commission (CACEX) for the importation of the U.S.
equipment of this project. It is apparent that some equip-
ment is considered in conflict with the Brazilian Law of
Similars and may not be approved for import despite
prevailing technical considerations. The project may there-
fore, have to be restructured. However, in no case will
other than U.S. equipment be financed from these dollar
loan funds.

* Equipment, materials and services financed under the
loan shall have their source and origin in the United
States of America.



STATUS OF DEVELOPMENT LOANS

Borrower: Eletrobras, Brazilian Federal Power Agency

Country: BRAZIL

Title and Number of Loan:
Power Training and Technical Assistance Project 512-L-070
| Date Authorized: 10/23/67 Date Signed: 10/23/67
| ) Loon Status as of 12/31/67 Loan Terms
(In Thousands of Doliars and Equivalent) Duration . . . o . o ... .. 20 yrs.
Authorized . . . .. .. ..., $.717 Two-step........ 4o yrs
Grace Period . . ...... 5 yrs
Disbursed . .......... - Two-step. ... .. 10 yrs.
Interest Rate . . . % e 6%
- Two-step 1% GP
Repaymen's .......... Thereafter....... 2%%
Currency of Repayment. . [.S.
Interest Collected . ... .. - Dollars
Purpose of Loan: To finance the dollar costs involved in

training 10 graduaste engineers each year over a period of
five years. This training is part of the long-range pro-
gram sponsored by the borrower, Eletrobras, to provide
post-graduate engineering courses for extra-high voltage
(EHV) in ten connected systems. Each engineer will spend
six months in Brazil in a preparatory course of studiles
and then 12 months in a U.S. University.

Physical Status: The first group of 11 englineers began
their training at Illinois Institute of Technology,
Chicago on September 8, 1967. The two-semester course
is scheduled to finish June 15, 1968. A second group of
10 engineers is now being prepared in Brazil.

Financial Status: As of December 31, 1967 no letters of
commitment had been issued, the borrower providing ini-
tially his own financing.

Two-Step Process: To help relieve Brazil's foreign debt
service burden in the next few years, agreement has been
reached under which the Brazilian Government will receive
loan payments from the borrower in local currency. It

will reimburse A. I. D. in dollars within 4O years including
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a ten-year grace period with annual interest at 1% during
the grace period and 2%% thereafter.

Host Country Contribution-Procurement Sources: Brazilian

sources are providing the equivalent of $250,000 in local
currency. This amount is being made esvailable from the
funds of the borrower, Eletrobras.

Source of procurement of goods and services financed
from the A. I. D. loan is the United States.

Comments on Implementation: The post-graduste training

program 1s progressing satisfactorily. The entire
training program sghould be completed in 1972.
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Country: CHILE

PROGRAM SUMMARY

(In millions of dollars)

FY 1967 FY 1968 FY 1969

Actual Estimated Proposed
Development Loans 12.5 MO.lE/ 80.0
Technical Assistance 3.0 2.6 3.0
Total A.I .D. Assistance 15.5 ho,7 83.0

a/ Includes %56 thousand in grants for gopulation programs under
Title X of the Foreign Assistance Act,

U.S. Aid Objectives

Chile is a country of major U.S. assistance emphasis because of
its important political role in the Hemisphere, its considerable
potential for development, and its serious commitment, under the
Frei Administration, to social and economic development as
envisaged by the Charter of Punta del Este. This vigorous and
comprehensive effort, carried out within the traditional Chilean
framework of respect for constitutional democracy, has had
considerable success since it was launched in 1964, although there
have becen some setbacks and much remains to be accomplished.

Political opposition to the Frei program remains intense and will
increase as the elections of 1969 and 1970 draw near. In 1964 the
Christian Democrats turned back a strong effort from the Socialists
and Communists. The 1969-1970 elections will again offer the
Chilean voter the simple Marxist alternative to democratic
development under the Christian Democrats. In these contests the
achievements and failures of the development effort will be among
the central issues. The remainder of the Frei Government's term
will put considerable emphasis on consolidating the gains of the
first four years and reinforcing some of the weak spots in overall
performance.

In translating the general U.S. interest into specific objectives
for the aid program, the following major economic objectives have
been given priority:

--Increased price stability accompanied by a higher economic
growth rate. Chile has been the victim of endemic price
inflation for almost a century. Amelioration of this cycle
is critical to establishment of an adequate, self-sustaining
rate of growth.

--Savings, investment and distribution of income. Increased
levels of domestic savings, historically low in Chile, are
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essential to permit higher levels of investment needed for
development. At the same time the social and political
objectives of the Frei Government and the Alliance require
that the relative share of income going to lower income
groups be increased.

--Expansion and diversification of exports. Chile is heavily
dependent on the export of a single commodity--copper.
Development of other export sectors, especially agricul-
ture, in which Chile has a natural advantage, will contri-
bute to long run stability.

--Agricultural development. Once a substantial agricultural
exporter, Chile has failed to modernize its agricultural
sector with the result that the country is now a large net
importer of agricultural products. A broad range of
measures, including agrarian reform and increased
incentives for producers, are required to capitalize
effectively on this key economic resource.

--Increase and improvement in educational opportunities.
Although relatively good by Latin American standards, the
Chilean educational system is inadequate to the requirements
of a rapidly developing society. The Frei Government has
initiated a thoroughgoing reform and expansion of the
system.

Country Performance and Self-Help

Chile's performance in the economic and social spheres has been
impressive during the past three years. The economy has
benefitted from high copper prices and from substantial levels of
foreign assistance. However, it has also been faced with
determined internal political opposition and many institutional
and bureaucratic rigidities not easily amenable to change.

Overall economic growth rates have inecreased. During the 10 year
period 1956-1965 GNP growth averaged 4.5% per year and per capita
GNP advanced about 2% annually. TIn 1966 the rate of growth reached
5.9, overall and 3.9% per capita. In 1967 the rate of growth
slackened to 1.2% per capita.

Chile's high and chronic inflation has been decelerated, although
to a lesser extent than was targeted at the outset of the Frei
Administration. In 1964 the cost of living index rose 39%
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(comparing December 1964 with December 1963). In 1965 this was
reduced to 26% and in 1966 to 17%. In 1967, however, some
ground was lost as the price level rose about 22%.

In 1965 and 1966 Chile ran balance of payments surpluses which
were used to reduce short-term foreign borrowing. High copper
prices in these years contributed to the surpluses. In 1967,
however, in spite of continuing favorable prices for copper,
Chile ran & substantial balance of psyments deficit.

Over the past several years, Chilean exchange rate policy has been
improved and the overvaluation of the Chilean escudo lessened.
Confronted with continued increases in domestic price levels the
Chilean Govermment has adopted the policy of gradual and continued
movements in the exchange rate thus devaluing the currency by
more than the increase in internal prices. This policy has
reduced uncertainty confronting exporters and at the same time
gradually reestablished a more realistic relationship between
Chilean prices and world prices. Nevertheless, the escudo

remains significantly overvalued.

Tax receipts have risen sharply as a result of both administrative
and substantive reforms. In 1965 and 1966 central govermment tax
revenues (in constant prices) increased by 25% and 32% respec-
tively. It is estimated that the rise in 1967 was on the order
of &. 1In 1964 tax revenues, not including social security,
counted for about 15% of GNP; by 1966 this share had risen to
about 20%. This iz one of the best tax collection performances

in the Hemisphere.

Total public sector investment has increased significantly in
real terms, rising by 23% in 1965 and 15% in 1966. The increase
in 1967 will be on the order of 15%. Gradual improvement is
being made in the allocation of these increased public sector
investments into more broadly productive areas, with the
proportion for agriculture, industry, mining and education rising.

New agreements between the U,S. copper companies and the Chilean
Government have been reached and an expansion program is under
way that will nearly double Chilean output by the early 1970s.
The agreements, which were reached after intense political debate
in Chile, established new norms for the production, manufacture
and marketing of copper as well as a new and stable tax rate

for the copper companies.

Since 1964, real wages have registered significant increases (15%
in 1965, and 13% in 1966) and within the public sector the
pattern has been altered to provide maximum increases for the
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lower income groups. However, wages in general have exceeded
government guidelines and out-paced productivity increases.
Wage policy remains the critical area in the entire stabili-
zation program.

During the 1964 election campaign, President Frei promised a
housing program which would involve 360,000 new starts during
his six year term. While substantial progress has been made,
with approximately 90,000 units being started during 1965

and 1966, financial and monetary considerations have made it
necessary to revise the original goal downward.

On balance the successes have considerably outweighed the short-
comings in Chile during the past several years. Nevertheless,
with the Frei Administration only slightly past the half-way
mark, success in achieving some of its major goals is far from
assured. The revitalization of agriculture and reasonable

price stability remain key objectives to which the Chilean
Government must devote greater efforts.

FY 1969 Program

Proposed A,I.D. assistance for Chile in FY 1969 is $83 million;
$80 million in Development Loans and $3 million for Technical
Assistance. In addition it is expected that approximately $15.0
million in P,L. 480 dollar repayable loans will be made for U.S.
agricultural products.

The central element of the FY 1969 program is a program loan to
support the Chilean Govermment's stabilization and development
effort. Closely related will be sector loans for agriculture
and education to continue intensive efforts initiated in FY 1967
and FY 1968. Technical assistance will provide experts in
support of the two large sector loans in education and agricul-
ture., Additional technical assistance will be provided in labor,
public safety, public administration and health.

Chile receives assistance from other sources. It is estimated
that for projects in both the public and private sectors, Chile
received loan disbursements from sources other than A.I.,D. of
about $171 million in 1967. These include the World Bank, the
Inter-American Development Bank (IDB), the Export-Import Bank
and various foreign govermments and institutions. It is
estimated that on credits already contracted, Chile will receilve
disbursements in 1968 of about $204 million and in 1969 of about
$122 million. In addition Chile has received standby credits
from the International Monetary Fund (IMF) to assist with short-
term balance of payments problems.
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Program Loan. As in past years, the proposed progrem loan of $35
million is directed at the key stabilization and development
objectives. The loan will relieve Chile's difficult balance of
payments situation by providing imports from the United States.
Program loans provide the core of outside resources nceded by
the Chilean Qovernment to implement this ambitious program while
at the same time carrying out reform and self-help measures
designed to eliminate the need for concessionary external
assistance within a reasonable period of time. They are condi-
tioned each year on agreed policy measures and on performance
targets for important variables in the area of fiscal, monetary
and cxchange rate policy. For FY 1969 it is expected that self-
help criteria will concern the rate of inflation, government
borrcwing, public sector savings, the composition and level of
public investment, the monetary program, exchange rate policy,
export promotion and related factors.

Requirements for additional program loan assistance in FY 1968

and in FY 1969 depend on Chilean budgetary and balance of payments
developments, which in turn are greatly affected by fluctuations
in copper prices. The estimated requirement of $35 million for
FY 1969 is based on the likelihood of a decline in copper prices,
with corresponding pressures on the Chilean budget and balance

of payments,

With the intensification of the political struggle as the 1969
and 1970 elections approach, the Frei Government will need to
accelerate social projects, such as housing and land reform,
which will put added strain on the balance of payments and the
government and may result in additional requests for assistance.

Agriculture Sector Loan. The $20 million proposed for a sector
loan for Chilean agriculture in FY 1969 is the second element

of a program begun with the $23 million sector loan in FY 1968
and planned to extend over several years. This sector lending
program is designed to achieve a number of objectives including:
increased agricultural investment; improved prices for farm
products; accelerated agrarian reform; lower prices for farm
inputs; and expansion and diversification of agricultural exports.

For nearly fifteen years the rate of increase in agricultural
production in Chile has lagged behind the rate of population
increase. The results are that Chile, once a major net exporter
of agricultural products, has been forced to import increasing
quantities of foodstuffs and other agricultural products while

the volume of agricultural exports has remained almost stationary.
In the period 1963-1965 the country imported agricultural products
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at an annual average value of more than $150 million, about 25%
of annual imports. The Government has stated that it foresees
the possibility of food imports rising above $200 million
annually by 1970,

While the factors that have led to stagnation in this poten-
tially rich farming nation are complex, they involve mainly
policies and institutional arrangements that have tended to
discourage investment and production. Technical problems are
gsecondary to other factors. Among the main causes of stagnation
are: a policy designed to keep urban food prices low by means
of price controls which has resulted in reduced income and
profits for farmers and a low level of investment in agricul-
ture; an exchange rate policy that overvalues the escudo, thereby
encouraging imports of agricultural products and making Chile's
products less competitive in world markets; fragmentation of
governmental institutions responsible for agriculture; a system
of land tenure which has concentrated the best agricultural
lands in a few hands; and a high degree of monopoly in the
system of supplying things farmers need, in marketing facilities
and in short -term credit.

Progress in eliminating these problems and establishing a
comprehensive agricultural program was spotty during the early
years of the Frei Administration, despite awareness of the need
to take decisive action. One problem has been the extreme
difficulty of improving agricultural prices while carrying out a
stabilization program that relies heavily on limiting consumer
price increases. Another difficulty has been the time required
to secure passage of the revised agrarian reform law. This
controversial law was finally passed by the Chilean Congress in
mid-1967. In addition to establishing a new and more effective
constitutional basis for land reform, it provides for important
reforms in agricultural institutions.

In 1967 the Chilean Govermment undertoock a program for agri-
cultural development for the period 1967-1971. The plan calls
for an average aggregate annual growth rate for crops and live-
stock of 5.8% through 1971. The Govermment is preparing
production programs by region and product, an overall farm
credit plan, an agrarian reform plan for the period 1967-1972,
a general export development policy for farm products, a
national marketing plan, and general guidelines for the sale of
farm inputs. A program for the reorganization of agricultural
institutions is in progress., The Chilean efforts will place
great emphasis on an accelerated land reform program since this
has major social and political ramifications in Chile in addition
to its key economic importance.
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The FY 1968 agriculture sector loan contains a series of mutually
agreed self-help conditions based on the Govermment's agricultural
plans. Major emphasis for 1968 is on measures to increase
incentives for agricultural producers by improving prices for
agricultural output and reducing costs of agricultural inputs.
Performance on these and other commitments are geared to periodic
sector reviews and releases of funds. The loan will finance the
costs of imports of fertilizer, agricultural machinery, breeding
cattle, seeds, pesticides and other agricultural requisites.,
Imports of agricultural inputs under the loan will be additional
to the levels of such imports in prior years to assure a signifi-
cant increase in total use of these items. Fertilizer and
machinery prices will be substantially reduced.

As a condition to the loan the government agreed to increase the
relative share of its own investment resources going to agricul-
ture--thus, in 1967, agriculture's share of total public investment
was 11% compared to 9.4% in 1966. The counterpart of the U.S.

loan will provide an additional increment of investment in the
sector.

Education Sector loan. In FY 1969 A,I.D. will continue major
emphasis on education that began with the $10 million sector loan
in FY 1967.

The Chilean educational system, though recognized as one of the
best in Latin America, has not been an effective instrument for
promoting economic and social development. It has been oriented
towards producing university graduates from the upper classes.

The quality of public primary and secondary education has been
particularly deficient. Major problems were: outmoded curriculum
and teaching methods, insufficient and poor quality teachers, lack
of sufficient physical facilities and equipment, inaccessibility
of schools in rural areas, and a rigid organizational structure
which has deprived large segments of the population of educatianal
opportunities,

The Frei Administration launched a comprehensive, two-fold,
modernization plan including immediate measures aimed at substan-
tial increases in primary and middle level enrollments, and longer-
term measures, emphasizing changes in structure and improvement in
gquality.

The short run effort has rapidly improved educational opportunities.
In 1965 some 175,000 new primary students were enrolled compared
to a normal increase of about 40,000, In 1966 enrollment levels
rose by 60,000, In 1966 a new seventh year was added to the six
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year primary school cyclc and. in 1967, an eighth year was added.

Quality improvements were started at the primary and middle
levels involving teacher upgrading, curriculum modernization and
improvement of instructional materials. REducation budgets have
steadily increased. in real terms sinee 1964, rising by 299 in
1965, 17% in 1966, and 15% in 1967,

The Chilean Ministry of Education prepared a five-ycar cducation
plan covering the years 1966 to 1970 setting forth a program

for permanent improvement. Restructuring of the primary and
secondary systems will be complete by 1970 with the eight-year
primary and four-year seccondary system {ully replacing thc
previous six-and-six structure. It is hoped that all primary
school aged children will receive a minimum of six years of
general education by 1970, with this being increased to ninc
years by 1976. For sccondary education, the aim is to increase
the proportion of the 15 to 19 yecar age group in school from 287
in 1965 to 35% by 1970, and to 50% by 1976. By 1970 the aim is
to have a thorough improvement in quality throughout the system,
including a complete modernization of curriculum in basic and
middle level education; a greatly expanded use of teaching
materials and books; expansion of in-service teacher training;
improvement of pre-service teacher preparation; and introductior
of testing, guidance and evaluation systems. Concurrently with
these substantive improvements, there are plans to stress
regional and local participation in the system through reorgani-
zation of administration and financing.

The United States will continue support of education moderni-
zation effort in FY 1969 by providing =z sector loan of $10
million following up on a similar loan in FY 1967. This loan
will be conditioned on continued provision of a high level of
Chilean Government funds to the program and on a series of
specific policy measures and performance targets to be agreed
with the Chileans when the loan is negotiated. Releases of loan
funds will be conditioned on periodic reviews of progress. We
will provide technical assistance to support the education
sector loan.

Other Sectors. Technical assistance projects will continue in
other areas such as labor, small industry development, trans-
portation planning, health and population. Development of the
private industrial sector remains an important overall objective
and lending of $15 million is proposed for specific industrial
projects.



SUMMARY OF PROGRAM BY FUNCTION

Country: CHILE (Dollar Amounts in Thousands) TABLE Il
Actval FY 1967 Estimate FY 1968 Proposed FY 1969
Tech. Supp. Conting. Tech. Supp. Canting. Tech. Supp.
Category Total n As ;,', Ass?':f. Fund Totol Assist. Ass‘::'. Fun:g Total Assist. Ass'::'.
Development Loan Program ..... 12,500 XXX XXX XXX 40,056 a XXX XXX XXX 80,000 XXX XXX
Programs Other than Devel. Loan
Project Assistance
U.S. Technicians. .. ... .. 1,250 1,250 - 1,374 1,374 - - 1,581 1,581 -
Participants . . .. ....... 312 312 - 241 241 - - 378 378 -
Commodities . ......... 374 374 107 107 80 80
Other Costs . .......... _ 1,079 1,079 903 903 961 961
Total Project Assistance . . .. ) 3’015 3,015 - 2,625 2,625 = = 3,000 3,000 -
Method of Financing
Project Assistance
Direct AILLD. . ......... 1,707 1,707 - 1,374 1,374 - - 1,530 1,530 -
Other Agency . .. ....... 221 221 - 263 263 - -~ 205 205 -
Contract .. ........... ..1,087 | 1,087 | - 988 988 - - 1,265 1,265 -
Program Assistance ....... - - - - - - - - - -
) Total ther than Devel. Loan . 3,915 3,015 - 2,625 2,625 - - 3,000 3,000 -
Total Assistance .. ......... 15,515 XXX XXX XXX || 42,681 XXX XXX xxx | 83,000 XXX XXX
a/ Includes $56 thousand in grants for population programs.
NUMBER OF U.S. TECHNICIANS (Program Overseas) NUMBER OF PARTICIPANTS
On Duty At Close of Year Programmed During Year
TYPE OF TECHNICIAN Actual Estimate Proposed TYPE OF PARTICIPANT Actual Estimate Proposed
FY 1967 FY 1968 FY 1969 FY 1967 FY 1968 FY 1969
AlD.employed.............. 25 28 29 i Non-contract . - « « -« v v oot o 75 59 85
Participating agency . ......... 8 5 5
Contractor technicians . ... ..... 20 16 17 Contract . v v v v v oo e e 5 - -
Total ........... ... ... 53 49 51 Total ................ 80 59 85

83




Country: CHILE PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Agricult and Natural R d A
Agricultural Develoment AP‘RIOR REgFVERENCEure at al esQuI:o‘es INITTIAL oBLl‘;ATION SCHESIJLED FINAL OBLIGATION
PROJECT NUMBER 513-11-150-194 r. 77, FY 68 1A P.D.B. Fy: 1965 FY: 1972

Project Target and Course Action: Until its transfer

in October 1367, technical assistance activities in the
Agricultural Development area were carried out under the
Chile/California program and were concentrated mainly in
the area of agricultural marketing. A new phase began
with the greater emphasis given to agriculture by the GOC
and conclusion of the first agricultural sector loan
($23.5 million) in October 1967. The Agriculture Develop-
ment project, beginning in FY 1963 is designed to provide
technical assistance resources directly complimentary to
the finsneing program being carried out through the
agriculture sector loans.

The GOC agricultural plan calls for attaining an annual
growth rate of 5.9% for agricultural production by 1970.
This project in conjunction with the sector loans will
provide assistance toward achievement of the following
specific objectives: 1) improvement of planning and pro-
ject development; 2) preparation of regional agricultural
plans; 3) improvement in production incentives through
measures to lower input prices and raise product prices;
4) imorovement of marketing and distribution facilities;
5} improvement and enlargement of the agricultural credit
syntem; S) expansion of the agricultural extension system
The GOC will contribute approximately the equivalent of
$250,00C per year to cover local project costs.

Progress to Date: Under the Chile/California contract
technical assistance was provided to:

1) strengthen the State Agricultural Marketing Enter-
prise and assist in carrying ocut a series of studies on
key marketing problems.

2) assist the Development Corporation in preparing a
national fruit development plan.

3) assist the Ministry of Agriculture in establishing an
effective market reporting system and in improving its
capacity for meking crop and livestock production estimates.

FY 1969 Program: A contract will be signed with an
appropriate U/,S. institution for provision of technical
services through December 31, 1969.

U.S5. Technicians - Seven agricultural advisors under
contract {funded for 18 months each) and 2 under PASA with
the U,S. Department of Agriculture (one for 12 months and
one for 6 months) in the areas of agricultural economics,
crop and livestock reporting, wheat production, price
policy, marketing systems, agricultural credit, and the
development of cooperatives.

Participants - Fifteen Chilean officials for training
in the U.S.

Other Costs - Twcal travel, per diem and publication
COSTS,

B U.S. DOLLAR COST‘SV(In Thorusund;) PRINCIPAL CONTRACTORS/ AGENCIES
- - I o 2 B AR EE2 T
Obligations Expenditures Unliquidated OBLIGATIONS
Estimated FY 1968 Proposed FY 1969 U.s. . Department of
Through 6/30/67 533 301 232 Direct |Controct/| Direct COC;:}:“'/ Total Agrlculture
K Cost Components AID Other Total AID or ata
E_Ehmcned FY 68 82 L“h‘ Agency Agency
Estimated U.S. Technicians ot 50 50 - 380 380
through 6/30/68 | _ 615 345 270 Participants . . . |12 12 60 | - 60
Future Year Estimated Commodities. . . el = = - = -
L Obligations Total Cost Other Costs . . . - 20 20 - 70 70
Proposed FY 69 510 675 1’800 Total Obligations 12 70 82 60 1“‘50 510
8L
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PROJECT DATA

TABLE il

PROJECT TITLE ACTIVITY

Campesino Development Labor

FUNDS

TA

PRIOR REFERENCE

513-13-410-209

PROJECT NUMBER

p. 81, FY 68 1A P,D,B, FY;

INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION

1966 FY: 1969

Project Target and Course Action: This project will
strengthen the National Cempesino Federation (CNC) and its
constitutent syndicates as financially independent, demo-
cratically oriented rural organizations by: (1) assisting
the CNC to attain a total registered membership of 50,000
farm workers (out of a total of 200,000 in the country)
by mid-1968 and to substantially increase its membership
thereafter; and (2) supporting and developing the organ-
izing, training and technical service functions of the CNCG

The financial situation of the CNC and its constituent
syndicates was strengthened by the Farm Workers' Union-
ization Law of April, 1967 and its Implementing Order,
which instituted a dues check-off and employer contribu-
tion system to finance farm workers' organizations.
However, because of the delay in instituting the Imple-
menting Order and because of changes in its provisions,
the national organization of the CNC will not receive as
much as previously had been expected in FY 1969 and
possibly in FY 1970, Consequently, the final obligation
date has been extended through FY 1969 and the amount of
FY 1968 funding increased slightly to fill this gap.

As before, the funds will be channeled through the
International Development Foundation, which provides
technical assistance to the CNC as well as managing the
implementation of the project.

Progress to Date: The technical services department of
the CNC played a key role in drawing up the Farm Worker
Unionization lLaw and its Implementing Order described

above. Also it has assisted the local syndicates in
expediting their initial legalization, in stabilizing
their financing and resolving local syndicate-employer
issues. The organizing department was able to register
25,000 members under the new law by October 1967 which
made the CNC the largest farm worker organization in Chile.
In FY 1967 the training department instructed about 650
leaders in techniques of rural organization, accounting
and management, collective bargaining and other topics.
About 690 other farm worker leaders were given short
orientation and instruction courses.

FY 1969 Program: All of the FY 1969 funds will be

allocated to the IDF contract to cover expenses through
December 31, 1969.

U,S5, Technicians - One technician to monitor the project
and provide technical assistance to the training department
of the CNC.

Other Costs - Local personnel in the technical service,
organizing and training departments of the national
organization of the CNC.

SrETEva
U.S. DOLLAR COSTS (In Thausands) PRINCIPAL CONTR ac ToRsIREENIDENH
Obligations Expenditures Unliquidated OBLIGATIONS International DeVelopment
, u3]+ 166 268 Estimated FY 1968 Propased FY 1969 Foundation
Through 6/30/67 c c Direct |Contract/] Toral Direct [Contract Toral
R 8 2614' ost Components AID ota AID ota
Estimated FY 68 7 X UK
Estimoted 521 h30 91 U.S. Technicions = 30 30 - 20 20
through 6.30,/68 Participants . . . = = = = = =
Future Year Estimated Commodities . . . = = = = = =
Obligations Total Cost Other Costs . . . - 57 57 - 80 80
Proposed FY 69 100 - 621 Total Obligations = 87 87 - 100 100
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Country: CHILE PROJECT DATA TABLE 1l

PROJECT TITLE ACTIVITY FUNDS
Labor Labor TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEOULED FINAL OBLIGATION;
prosEcT Nnumeer 313-15-410-032 p. 82, FY 68 LA P.D.B. Fy: 1958 Fy: 1971
Project Target and Course of Action: The purpose of this FY 1969 Program: FY 1969 funds will be allocated to ex-
project 1s to help develop a democratic, respomnsible labor tend the AIFLD contract and the participant training pro-

movement in Chile through financial support of the American gram through December 31, 1969, and for the salaries of

Institute for Free Labor Development (AIFLD) program of union one Assistant Labor Attache and a Chilean administrative

education seminars, cooperative seminars, participant train- assistant and secretary.

ing programs and social projects. U.S. Technicians: One Assistant Labor Attache and Program
The Chilean contribution to the project involves the use of Director and Assistant Program Director of the AIFLD pro-

trade union facilities for seminar activities and the grant- gram.

ing of leave with pay for labor participants by their employ- Participants: Twenty participants to Puerto Rico and the

ers. U.S5. in specialized areas of labor leadership training.
Given the strong Marxist orientation among Chilean trade Other Costs: Local personnel to carry on AIFLD seminar
unions, it 1s proposed that the AIFLD program be extended and social projects programs.

through to 1971 in order to continue its long term efforts
toward the creation of a democratic labor movement in Chile.

In mid-1967 an expanded 18-month contract was signed with
AIFLD. Under the contract some 2,900 leaders are expected
to recelve instruction in the education seminar program by
December 31, 1968 and 20 participants are scheduled to re-
ceive advanced training in the U.S. and Puerto Rico.
Progress to Date: As of May, 1967, 3,047 labor leaders had
received training in the principles of democratic trade
unionism under the AIFLD education seminar program, which
was begun in 1963. Also since 1958 approximately 365 parti-
cipants have received out-of-country training. Many of these
participants have now assumed leadership positions in the
Chilean unions and in the labor section of other organiza-
tions including the radical and the Christian Democratic
political parties.

U_s. DOLLAR COSTS (ln Thouscnds) PRINCIPAL CONTRACTORS/ AGENCIES
B "~ T obligotions | Expenditures | Unliquidoted OBLIGATIONS American Institute for
Estimoted FY 1968 Proposed FY 1969 Free Labor Development
Through 6/30,67] 1,450 1,428 22 Dim: oy Drecr [Contract
Essimated FY 68 411 275 P Cost Components AID Ao’o::cr Totol AID A%T::y Total
- .. 20 40 60 26 43 69
Estimated U.S. Technicians
through 6/30/68 1,861 1,703 158 Participants . . . 25 - 25 40 - 40
Future Yeor 5'"':"'"‘ Commodities . . . - = - - - -
Obligations | Total Cont || AP0 108 " 11| 315 326 - 187 187
Propased FY 69 296 450 2,607 | tToral Obligations | 56| 355| 411| 66| 230| 296
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Country:  CHILE PROJECT DATA TABLE 1l
PRQUECT TITLE ACTIVITY FUNDS
Education Modernization A Education - TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
rmosecr nuwaen  513-11-690-148 p. 85 and 87, FY 68 LA P.D.B. I ry. 1964 Fy. 1972

Project Target and Course of Action: To help Chile expand
and modernize primary and secondary education to more ade-
quately meet the nation's human resources requirements.
Chilean education has been ineffective in the past due to
its being an elite system which produced university gradu-
ates from the upper classes. Public primary and secondary
education was particularly deficient. Major problems

were outmoded curriculum and teaching methods, insufficient
and poor quality teachers, lack of physical facilities and
equipment, inaccessibility of schools in rural areas, and a
rigid organization structure which has deprived much of the
population of educational opportunity.

The Frei Admiunistration launched a comprehensive moderni-
zation program in 1965. As a result 235,000 new primary
students werz2 enrolled in 1965 and 1966, A 7th and 8th
year were added to the previous 6 year primary school cycle
in 1966 and 1967. Quality improvements at the primary and
middle levels include teacher upgrading, curriculum moderni-
zation and improvement of instructional materials. Educa-
tion sector capital expenditures rose from 207 of the total
education budget in 1966 to 64% in 1967.

In 1967 the decision was made to support the Chilean ef-
fort through sector lending and technical assistance., In
FY 1967 a $10.0 million education sector loan was approved
to finance local and U.S. costs of construction, teacher
training, and instructional materials and equipment. Fur-
ther sector loans are planned. Technical assistance under
this project will support the sector loan program.

This 1s an expansion of the activities previously car-
ried-out under the Chile/California Education Admin{stra-
tion and Technical-Vocational Training project. The GOC
contribution to this project will equal or exceed the U,S,
contribution and will consist of local personnel, office
space and equipment, local travel, and International
travel for participants.

FY 1969 Program: A contract ($244,000) will be signed with
a U.S. university to extend through June 30, 1970.

U.S. Technicians: 1 direct-hire education advisor for 1
year, 4 contract advisors for 18 months, and 3 consultants
for up to 3 months each to help the Ministry of Education
implement programs financed through the sector loans and
to work In the areas of education economics, testing, and
evaluation, and curriculum development.

Participants: 9 participants to receive academic training
in the U.S. for periods ranging from 6 to 24 months.

Other Costs: Travel and consultation costs for senior
project director in U.S.; publications; supplies.

U.S. DOLLAR COSTS (In Thousonds) PRINCIPAL CONTRAC TORS/ZAXKMNDEX
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969
Through 6/30/67 81 62 19 et o [Contract
Cost Components llerBDc' BE Total /'xch Qoist Total

Estimated FY 68 221 15 AGEACY X HREKX
Estimated U.S. Technicians 20 120 140 30 224 254
through 6/30/68 302 77 225 Participants . . . 30 - 30 52 - 52

Future Year Estimoted Commodities . . . - - il - -

Obligations Totel Cont Other Costs . .. 35 16 51 20 26
Proposed FY 69 332 600 1,234 Total Obligations 85 136 221 88 244 332
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Country: CHILE PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Training for Development Education TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION|
PROJECT NUMBER 513-11-690-172 p. 86, FY 68 1A P.D.B. FY: 1964 FY: 1972

Project Target and Course of Action: The purpose of this
project is to provide training in the U.S. for qualified
professionals from Chilean government institutions, univer-
sities and selected private organizations who have demon-
strated potential to contribute to the planning, adminis-
tration and implementation of development activities.

A limited number of participants, about 20 per year, will
be trained in their respective fields of specialization at
U.S. graduate schools for 12 to 18 months with a smaller
number of participants taking part in short-term programs.
The project will continue to select candidates from diverse
professions and disciplines but will concentrate on econo-
mics and public administration.

The original target was to providé graduate level train-
ing for 105 participants over a 5-year period ending in
FY 1968. However, the Mission now proposes to continue
this type of training through FY 1972. The selection pro-
cess has produced excellent candidates who generally return
to assume positions of greater responsibility in government
agencies, university facilities, research organizations,
and private enterprises.

Local salaries and international travel of most partici-
pants are paid by the Chilean institutfons which support
them.

Progress to Date: As of March 1, 1968, 42 participants had
been trained under the project and had returned to Chile.
Of these, 25 had completed programs leading to a Masters
Degree and 17 had attended various short courses and semi-
nars of a specialized nature. Thirty-two participants were

studying in the U.S.

At present the Mission is making the arrangements for
nineteen participants to begin their studies in the 1968-
1969 academic year. Fourteen of those are to be enrolled
in programs lasting from 12-18 months which lead to a
Masters Degree.

With one exception, all returned participants under the
project are now working in Chile. All but three of them
are working for the institution which sponsored them, and
the others continued in their fields of specialization in
positions of greater responsibility than before their
training.

FY 1969 Program: FY 1969 funds will be used to finance

20 participants in programs of 12-18 months beginning in
the 1969-70 academic year. Five participants will be sent
to short courses and seminars, normally lasting 1-3 months.

U.S. DOLLAR COSTS (In Thousonds) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures Unliquidated OBLIGATIONS
™ h 6/30/67 534 283 251 Estimated FY 1968 Proposed FY 1969
s . Cost Componenis Direct Co(;"'}::yc'/ Total Direct Co&z:’ct Total
Estimoted FY 68 135 214 AID | eney AID | Agency
Estimated U.S. Technicians - - nd = - i
through 6/30/68 669 497 172 Participants . . . |35 - 135] 185 - 185
Future Year Estimated Commodities . . . - - - - - -
igation Total
- Obligatiors ool Cosr Other Costs . . . - It = - ind i
Proposed FY 69 185 450 1,304 Total Obligations 135 = 135] 185 - 185
88



Country: CHILE PROJECT DATA TABLE 11l
PHOJECT TITLE ACTIVITY FUNDS
Tax Modernization Public Administration & Public Safety | ™A
"PRIOR REFERENCE INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION
PROJECT NUMBER 513-11—750—109 P. 89,FY 68 1A P,.D,B. FY: 1962 FY: 1970

Project Target and Course Action: The purpose of this
project is to provide technical assistance to modernize
the Chilean tax system by improving tax administration and
developing a permanent institutional capability for tax
policy planning, research and legislative drafting.

The emphasis in the initial phases of the project was
on tax administration, but in 1966 an additional element
was added with the signing of the contract with Harvard
University Law School for assistance in tax policy improve-
ments,

Over the life of the project the Chilean contribution
will be approximately $4.0 million in local personnel,
travel costs, office space and equipment.

Tax administration assistance will be extended through
FY 1970 in order to more fully carry out the project
objectives and to place increased emphasis on the develop-
ment and management of a sales tax audit program. Funding
for the tax policy team is scheduled to terminate in
FY 1969, as was previously planned,

Progress to Date: The effectiveness of this project is
evidenced by a 25% increase in GOC revemues in real terms
during 1965, a 32% increase in 1966 and another 10% in
1967. In 1965 the increases were attributed to new taxes
and to substantive reforms introduced during the year.

In 1966 and 1967 there were some rate revisions, however,
the bulk of the increase reflected improvements in
administrative, collection and enforcement procedures,

A Taxpayer Master File system has been approved by the

Minister of Finance., This system, when completed in Decem-
ber 1968, will identify all taxable individuals and their
spouses on ADP equipment and will permit automatic billing
and processing of tax returns. A new sales tax collection
system has been tested in four areas, utilizing ADP equip-
ment, which has substantially increased revenues and
reduced non-filing.

Tax audit improvements and a new law for the enforced
collection of delinquent taxes resulted in an increase in
delinquent tax collections by 45% for the first nine months
of 1967 over ‘a similar period in 1966. With the assistance
of the tax policy team new wealth and income tax legisla-
tion has been drafted and is to be presented to the Chilean
Congrease in the near future.

FY 1969 Program: A PASA with the Internal Revenue Service
has been extended through June 30, 1969 and a contract with
Harvard University Law School has been extended through
December 31, 1969.

U.S, Technicians - Four advisors in tax administration
concentrating on income tax auditing, collections, automa-
tic data processing (ADP), and sales tax auditing. Two
advisors in Chile and a full-time research assistant in the
U.S. concentrating on tax research and legislative drafting.

Participants - Ten short-term participants for study in
the U.S, on tax administration and policy improvements.

Other Costs - Local personnel supporting the two tax
teams.

U.S. DOLLAR C(VJSTSVU,-.VT},OUSQ;,J;) PRINCIPAL CONTRACTORS/ AGENCIES
Obligetions | Expenditures | Unliquidated OBLIGATIONS : Internal Revenue Service
Estimoted FY 1968 Proposed FY 196 . .
e 33 A Harvard Univ t
Through 6.30.67 l,n\71 l,‘\ 37 140 Divecy [Contract/ Direey Eonteact, rvar ersity
Cost Components AID Other Tatal MO Other Total
Estimated Fl,é,g, I _2_?z§ 1 248 Agency Agency
Estimated 1,913 1,745 128 U.S. Technicians - 1197 197 i 216 216
through 6 ,3,068 " ‘ S _ Participants . . . 3,, I 3 3,“,, 20 bl ,,ZQ_
Future Yeor Estimoted Commodities . . . R W 2._,, - -,2 - - it
S Obligotions | Totel Cost  Gyper Costs ... |12 | 22 34| 26 20 | k46
0,3 ! 8
roposed 1Y 69 | 282 175 2,370 Total Obligations | 15 221 236 | L6 236 | 202




Country: CHILE PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Health Services Administration Public Administration and Public Safety DL(grant)/TA
VPRIOR é?FERENCE ) T INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PROJECT NUMBER 75{3—11-740-208 p. 79, FY 68 1A P.D.B. fy. 1967 Fy. 1969

Project Target and Course of Action: The purpose of this
project 1s to increase the efficiency of the Chilean National
Health Service (SNS), in the areas of administration, man-
power and facilities utilization, health services financing,
facilities construction and family planning.

The financial position of the SNS remains poor. Income 1is
inadequate to meet the rising demand for health services and
consequently fiscal transfers to cover SNS operating expenses
have had to increase at a rapid rate. 1In the future, govern-
ment transfers will be held to a constant percentage of total
government expenditures, which means that the efficiency of
the SNS will have to be improved to provide more services.
The long-term advisor financed through a contract with Johns
Hopkins University arrived in Chile in July, 1967 to assist
in this effort.

In the future the project will place increased emphasis on
family planning not only by attempting to improve the effici-
ency of the SNS in this area but also by encouraging the
SNS to devote increased resources to population problems.
This may involve funding from the project to finance demo-
graphic studies, technical facilities, trained personnel,
contraceptive supplies and transportation and communications
equipment, 1f required. Also, other institutions besides the
SNS may recelve assistance to accelerate family planning
activity. Consequently, the amount of funding allotted to
it will be increased substantially in FY 1969.

Progress to Date: A new National Health Council was created
recently to provide policy coordination among the SNS, the
Ministry of Health, the National Planning Office and private

health groups, A health sector planning group has been
established and a system of program budgeting has been
initiated. The leadership of the Hospital Construction
Society has been changed and as a consequence major reforms
are expected 1in that agency.

FY 1969 Program: AID 1s preparing several new population
activities., For example, a new project will introduce a
course in the dynamics of family life at the secondary
level. 1In addition the services of the health and family
planning advisor will be extended through December 31,
1969.

U.S. Technicians: One long-term and three short-term
advisors to assist in improving the efficiency of SNS
operations and to promote family planning. The long-

term advisor will coordinate the family planning assistance
now provided in Chile by various U.S. institutions.
Commodities: Tralning and research commodities.

Other Costs: Salaries and local employees and other ex-
penses associated with the extension of the new population
projects mentioned above.

U.S. DOLLAR COSTS (in Thousands) PRINCIPAL CONTRAC TORSKKEKRICXES
Obligations Expenditures | Unliquidated OBLIGATIONS . . .
Estimated FY 1968 Proposed FY 1969 Johns Hopklns University
Th h 6/30/67 58 - 58 ) c Y, . Contract
el Cost Components DXIQIS' oWk | Tatol DA',’,;'_ ANK | Total

Estimated FY 68 B 56 88 AEMKK ROENOY
Estimoted B 114 88 26 U.S. Technicians - 41 41 et 44 44
through 630768 "Participants . . . nt = = ol = =

Future Year Estimated Commodities . . . - 5 5 . 6 6
. Obligations Total Cost | yher Costs . . . - 10 10 132 10 142
Proposed FY 69 192 B 306 Total Obligations - 56 56E/ 132 60 192

a/ Funded from Alliance Loans. 90

-



Country:

PROJECT NUMBER

CHILE

PROJECT TITLE

Public Safety

513-11-710-138

PROJECT DATA TABLE HI
ACTIVITY FUNDS
Public Administration and Public Safety TA
PRIOR REFERENCE ) o S INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION
p. 90,FY 68 1A P,D,B. Fy: 1963 £y: 1970

Project Target and Course Action:

This project assists

the national police force (Carabineros) in developing its

capacity to carry on effective law enforcement and to
control emergency situations affecting internal security
by improving (1) police administration and training,
(2) police telecommunications, (3) police vehicle main-
tenance, (h) non-lethal riot control procedures.

This project was scheduled to terminate at the end of
It is now proposed to extend the prgject to
FY 1970 to assure proper organization of the expanded
telecommunications network and to complete technical
assistance in police menagement.

FY 1968,

Progress to Date:

A, Telecommunications - As of March,

1963

cations equipment installation was about 997 complete.
Rapid and efficient point-to-point and mobile communica-
tions have been established on a national basis.

B. Automotive Maintenance - The Carabineros repair and

maintenance facilities are being overhauled and its
vehicle maintenance practices altered to increase the

efficiency of operations,

A survey is being carried out

to determine the location and equipment distribution for

regional repair centers.

credits have been secured by the Chilean Government for
the purchase of essential automotive repair equipment.

telecommmni-

C. Emergency Operations - The Chilean Government has
equipped 16 bus chassis provided by the U,S, with bus
bodies., Ten are being used in Santiago to supplement
existing transport equipment for emergency operations and
the others are being used for similar purposes at each of
the regional police schools.

D. Participant and In-Country Training - Eighty-eight
participants have been trained in the U.S, and 4,357 police-
men have received some training in the in-country program.
The returned participants have begun to make their pre-
sence felt by instituting administrative reforms as they
advance in rank,

FY 1969 Program: FY 1969 funds will be used to continue
technical assistance in telecommunications and police
management, and to finance a limited number of participants.

U,S5, Technicians - One public safety advisor
electronics technician,

and one

Participants - Six to attend the International Police
Academy for an average of three months each.

Also about $1,000,000 in foreign

U.S. DOLLAR COSTS (In Thousonds) PRINCIPAL CONTRAC TORS/ AGENCIES
Obligations Expenditures Unliquidated OBLIGATIONS
) ~ b Estimoted FY 1968 Proposed FY 1969
Theough 6°30/67] 1,707 | 1,249 258 o c Direct [Contract? Direcr [Coptiact]
£t d 06 ost Components AID Other Total AID ther ota
S'JTC,',',,C,, Fj é,_B, L. % 2 Agency Agency
<.
Es'i"“-"ed‘ l,()()j l,zw/\,‘) 148 U.S. Technicians L8 = 48 48 - 48
'hro‘fg,’té ,3,0':68 Participants . . . 20 20 11 = B -
Future Yeor Estimated Commodities . . . 25 - 25 T = =
|- - Obligations Total Cost Other Costs . . . 3 - 3 2 d 2
Proposed FY 69 61 60 1,724 Total Obligations 96 = % b1 - b1




Country:  CHILE PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Special Development Activities | General and Miscellaneous TA

PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PROJECT NUMBER 513-11—990-187 P 9&1 TY 68 IA P,D,B., FY: 1%)4 FY: Continuing

Project Target and Course Action: This project demon-
strates U.S, interest in and the development of democratic
private and local governmental institutions and the wel-
fare of the Chilean pecople by partially financing low-cost,
self-help community projects., A four member committee
composed of representatives from the Embassy, USIS, Peace
Corps and A,I.D. reviews projects proposals, makes recom-
mendations to the A,I.D. Mission Director regarding the
selection of projects, and monitors projects during imple-
mentation. A,I.D. handles the actual processing and
implementation of each grant. In selecting projects the
Committee takes account of five guidelines which emphasize
productivity, self-help, community action, wealth produc-
ing skills and support for new institutions., The Chilean
contribution in each of the projects generally equals or
exceeds the amount of the U,S., donation. An important
activity under the project is the expansion of the flow of
books available in Chile, especially to the school-age

self-help housing and community development projects involw
ing Peace Corps participation.

2. A 29-passenger excess property bus was donated to
the Agrarian Reform Agency for use in a farmers' settlement
in the northern part of Chile. About 500 families will be
benefitted by the donation.

3. A grant of $4,000 to the Fide Secundaria, an associa-
tion of private secondary schools, to support a pilot pro-
gram for teaching science in 36 schools in the greater
Santiago area,

4, A grant of $6,000 to purchase hand tools, literacy
materials and other supplies for a summer workshop progrem
involving 3,000 university students who went to southern
Chile to work on the construction of rural schools and
health centers and assist in literacy programs.

In addition some 101,000 publications were distributed
under the book program.

FY 1969 Program: The proposed funding for FY 1969 has been

population, through library development projects and other
donation programs. A large part of the book distribution
program is implemented by providing publications in
Spanish from the Regional Technical Aids Center (RTAC)
located in Mexico City.
Progress to Date: In FY 1967 a total of 28 self-help
projects were approved. Examples of the projects are the
following:

1. A cash grant of $5,000 to purchase 25 new soil-
cement building brick machines to be used in a series of

increased over the 1968 level in order to (1) provide for
an increasingly large share of the expenses of the RTAC pro-
gram, and (2) permit a larger number of the self-help pro-
jects to be approved.

Commodities: Funds to cover an increasingly large share of
the book distribution program.

Other Costs: Funds to finance in part the self-help pro-
jects recommended by the Special Development Activities
Committee,

] U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TGRS/ AGENCIES
| Obligotions | Expenditures | Unliquidated GBLIGATIONS
, 67 16)4_ 1)43 21 Estimated FY 1968 Proposed FY 1969
Through 6/30/ C C Direct [Contract/ Direct Coc;n’:ocf Total
Estimated FY ost Components AID Other Totat AID ther ata
mate 68 Lo 60 Agency Agency
Estimated U.S. Technicians had bt - - = e
through 6/30/68 20k 203 1 Participants . - - - - - -
Future Yeor Estimoted Commodities . . . 10 - 10 15 - 15
Obligations Total Cost Other Costs . . . SQ - 30 3_5 _ 35
tinping - 50 - 50
Propased FY 69 150 Con pine Total Obligations 4o ko
92



Country:  CHILE PROJECT

DATA TABLE IlI

PROJECT TITLE ACTIVITY

Technical Support

Technical Support

FUNDS

TA

PRIOR REFERENCE

p. 96, FY 68 1A P,

513-15-990-000

PROJECT NUMBER

INITIAL OBLIGATION

FY: 1956

SCHEDULEO FINAL OBLIGATION]

ry: Continuing

D.B.

FY 1969 Program:

U.5. Technicians - Twenty-four direct-hire staff
members are included to provide assistance in development
planning and programming, economic edvisory services,
development loan planning and implementation, project
monitoring, participant training management, monitoring
of Food for Peace and Title IX activities, supply and
procurement, engineering services, and secretarial
support. Also, provision is made for four short-term
advisors for periods ranging up to three months each,
Anticipated step increases and a h.s% general wage
increase in July, 1967 are taken into account,

Particigants - Funds are provided for Mission expenses
for English language training and medical examinations
for participants.

Commodities - Funds are provided for Mission expenses
for office supplies, equipment and furniture, and
vehicle replacement.

Other Costs - Funds are provided for Mission expenses
for 35 local employees; office rentals and maintenance,
Spanish language training for U.S., employees, printing
and local travel, Also $75,000 is allocated for an
expanded research program for studies by Chilean institu-
tions in priority areas where the Migsion and the GOC
need research support to develop action programs.

In August, 1967 the Joint Administrative Services (JAS)
system was established in Chile. Three months later 34
local-hire positions previously financed under this project
became part of the Shared Administrative Services (sas)
budgetary system and have been financed by AID/W funds on
a reimbursement basis to the Department of State.
Consequently, although the project remains at about the
same level as in previous years and total A,I,D, expenses
are not changed, the amount of funding from the Mission
for local personnel has been diminished by approximately
$167,000 per year.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/ SEEKKEIE
Obligations Expenditures | Unliquidated OBLIGATIONS .
Estimated FY 1968 Proposed FY 1969 Chilean - North American
Through 6/30/67 55658 5) 5)+l -]-17 Direct [Contract/| Direct Controct Institute
Cost Companents XIED Other Total AID Other Total
Estimated FY 68| 1,005 1,013 Agency Agency
Estimated U.S. Technicians 518 36 Ssh 525 25 550
through 6/30/68 | 6,663 6,554 109 Participants - . . > > 10 5 5 10
Future Yeor Estimated Commodities . . . TO - 70 59 - 5
Obligovions | Totel Coxt || o o Conrs ... [330_| 35 |37 253 1120 | 373
Continying -
Proposed FY 69 992 Total Obligations 929 76 ﬂ_,CD) 8’42 150 992
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PROJECT DATA SUMMARY

TABLE IV

COUNTRY: CHILE (Doliar Amounts in Thousands) Part 2
FY of Through FY 1967 Estimated FY 1968 Propased Pragram
e Sched- Unia Ut FY 1969 Furwce | Estimated
nitia ule nhiqui= nhqui=
Praject Title Project Number Obliga-| Final Obliga- | Expendi- dyted Obligo- | Expendi- dated Year Total
tion O'?;:‘go. tians tores O:I&%c:’té;n tions tores %b}].%aléuaon Funds | Amount |Obligatian Cost
Rural Cooperative Development 513-13-140-190 | 1964 | 1967 333 305 28 - 28 - - - - 333
Council of Rectors 513-11-290-225 | 1967 | 1967 20 14 6 - 6 - - - - 20
Small and Medium Industry Development 513-13-290-210 { 1966 | 1968 175 97 78 118 99 97 - - - 293
Industrial Training 513-11-440-031 | 1957 | 1968 1,023 990 33 31 46 18 - - - 1,054
Labor Promotion Institute 513-16-810-165 | 1963 | 1277 504 iy s - o - - - - S0
Customs Administration ]518~11-750-139 { 1963 | 103 290 242 48 66 113 1 - - - 356
Transportation Planning 518-11-750-144 | 1964 | 1968 497 236 261 97 191 167 - - - 594
Program Support-Chile/California 513-15-990-175 | 1964 | 1967 721 526 195 - 27 168 - - - 721
Total oot - -
TA -
SA . -
DL (grants) ............... ... -
ol



STATUS OF DEVELOPMENT LOANS

Country: CHILE Borrower: Government of Chile
Title and Number of Loan: Airport Construction = Pudahuel
S DLF-134 513-A-006
Date Authorized: 6/29/60 Date Signed: 7/19/60
| 7w77AL>Sun Status as of ]2,/3]£é7 Loan Terms
(In Thousands of Dollars and Equivalent) Duration 20 yrs.
Authorized . . . ... .. ... 7,252
Grace Period .. ...... 1 yr.
Disbursed .. ......... 6,050
Interest Rate . . ... ... 3%%
Repayments . ......... 315
Currency of Repayment . . Escudos
Interest Collected . .. ... 379 W/MOV

Purpose of Loan: The purpose of the loan is to finance
the construction of a commercial jet airport at Pudahuel,
about nine miles northwest of Santiago.

Physical Status: The airport has been in use since mid-
1967. A miscalculation of spare parts needed for the
Instrument Landing System has delayed completion of the
IT&T contract covering communications and navigations aids
for the airport until late 1967. Overall, the project is
estimated to be 99% complete.

Financial Status: The loan is 83% disbursed compared with
57% at the end of CY 1966. Payments to the contractors
are made by the GOC, which is later reimbursed from the
loan for approved costs.

Disbursements for the commnications and navigations
aids are not made until they have been checked out and
proved to be operational. The check~out for the Instrument
Lending System has been delayed and consequently the final
disbursements on the loan will not be made until the ILS
system receives final technical approval.
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TABLE V

Funds: DLF

The loan agreement for this project, signed in 1961,
specified that local currency generated under PL 480, Title
I, could be used to pay local costs that would otherwise
accrue to the dollar loan, with the amount of the dollar
loaen being reduced accordingly. PL 480, Title I Section
104(g) escudos became available for the first time in 1960
and as a result the original $10.5 million loan has been
reduced by $3.25 million, up to the present time.

Host Country Contribution-Procurement Source: The GOC is

contributing the local currency equivalent of $4.2 million
to the project. All goods and related services financed
by this loan are procured from the U,S. or Chile. U,S,
dollars used to cover local currency costs are being pro-
vided through the Special Letter of Credit procedure which
ties those dollars to U.S., procurement.

Comments on Implementation:
completing this project.

No problems are anticipated in




STATUS OF DEVELOPMENT LOANS

Country: CHILE Borrower:  Government of Chile
Title and Number of Loan: Airport Construction - Concepcion
DIF-188 513-A-010
Date Authorized: L4/17/61 Date Signed: 6/21/61
Loan Status as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration . ) 20 yrs.
Authorized . . . .. .. .... 3,200
Grace Period ... ..... 1 yr.
Disbursed ........... 1,015
Interest Rate . ....... 34
Repayments ... ....... 12
Currency of Repayment. % Escudos
Interest Collected . ... .. 34 w/MOV - % u.s. $

Purpose of Loan: The purpose of the loan is to assist in
financing a fully equipped airport at Concepcion, including
6,600 ft. of bi-directional runway, & terminal building,
access roads, parking facilities, and airfield marking,
lighting, and navigational aids. This airport will provide
facilities needed for the rapidly industrializing Concepcion
area, and will provide an alternate emergency airport for
Santiago which is 250 miles to the north and 1,500 ft.
higher than Concepcion.

Physical Status: The airport was officially inaugurated on
January 3, 1968 although navigational and lighting equip-
ment has not been fully installed. Overall the project is
estimated to be 85% completed. Construction, which began
in 1965, is now fully completed on the paving, buildings,
and water and sewerage portions of the airport contract.
The communications and navigational aids contract has been
let to Melpar, Inc. and is 42% completed. The delivery and
installation of lighting equipment is 65% completed.

Financial Status: The loan is 31% disbursed. Payments to
contractors are made by the GOC, which is later reimbursed
from the loan for approved costs. Loan disbursements have
lagged behind overall project completion because the loan
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TABLE V

Funds: AFP Loan

is mainly financing the imported equipment such as naviga-
tional aids and lighting which are installed at the end of
the project.

Host Country Contribution-Procurement Source: The GOC has
provided the land for the airport and all resources, in
addition to this loan, required for the completion of the
project. Procurement is limited to the U,S, or Chile. U,S,
dollars used to generate local currency are being provided
through the Special Letter of Credit procedure, which ties
those dollars to U,S, procurement.

Comments on Implementation: Although earlier problems
delayed implementation, the project is now nearing completion
Construction plans and specifications were not approved until
October 1962, Lengthy contract negotiations further delayed
construction activity until January 1965, Disagreements
concerning additional costs between contractors and Borrower
slowed construction work during 1965.

In 1966, after considerable grading and sub-base work had
been done, it was noted that (1) the Borrower was directing
the contractor to construct the runway with DC-8 capacity,
as opposed to agreed upon DC-6 capacity; (2) Ministry of
Public Works (MOP) supervisory teams had not properly in-
spected the work and specifications, and (3) the AID-financed
supervisory engineer was without adequate equipment and was
not certifying disbursement requests. The MOP concurrently
hired a new U,S. supervisory engineer, Rader & Associates,
and conducted its own investigation of the project. After
this review, the MOP and AID agreed that the U,S, engineering
firm would prepare a report outlining the steps necessary to
once more bring the project back to its original scope.

Rader also checked all vouchers previously issued by MOP
without appropriate approval,

This project is now moving ahead, and no further major
problems are expected prior to completion,




STATUS OF DEVELOPMENT LOANS

CHILE

Title and Number of Loan: .
Feasibility Studies

Country: Borrower:

513-1,-019

Date Authorized: 8-8-63 Date Signed: 3-16-64
T Loan Status os of 12/31/67 Loon Terms
(In Thousands of Dollars and Equivalent) Duration - . o oot . 40 yrs.
Authorized . . .. ... .... 2,600

Crace Period .. ...... 10 yrs.
Disbursed .. ......... 664

Interest Rate . . ... ... 3/)+%
Repayments . ......... -

Currency of Repayment. . $ U,S.
Interest Collected . ... .. 3

Purpose of Loan: The purpose of the loan is (1) to assist
the GOC and the Chilean private sector in preparing well
formulated feasibility studies leading to the development of
priority projects acceptable for international financing;

(2) to assist in financing the costs of general surveys

and pre-feasibility studies to assist in the identification,
appraisal, and formulation of priority development projects;
and (3) to provide technical assistance to Chilean public
and private agencies to improve their project planning and
preparation capabilities.

This loan was originally authorized for $3.0 million
with $750,000 available for pre-feasibility studies and gen-
eral surveys by the GOC as well as for the costs of techni-
cal assistance to the planning department of the GOC budget
office and $2.25 million for feasibility studies. Of the
latter amount, $1.5 million was to be used by the GOC and
$750,000 to finance studies for private sector investments.
However, very few private sector studies were approved and
consequently $400,000 was deobligated from that portion of
the loan in February, 1967.

Physical Status: Contracts totalling $2.023 million for
thirty-one studies have been signed. Another ten studies
totalling $434,000 have been approved by the USAID.
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Government of Chile

TABLE Vv
Funds: AFP Loan

Eight studies have been completed and accepted and another
seven studies are being reviewed by the GOC, It is ex-
pected that these studies when completed will significantly
expand the number of well formulated priority projects
suitable for financing.

Financial Status: The loan is 25% disbursed, compared to
15% at the end of CY 1966,

Host Country Contribution-Procurement Source: The Govern=~

ment of Chile is contributing personnel, office space, and
other support as may be required to complete each study.

Equipment, salaries and services financed under the
loan are being procured from the U.S3. or Chile. U.S. dollars
used to finance local currency costs will be confined to
goods and services procured from the U.S.

Comments on Implementation: Despite difficulties encounter-

ed in implementing the loan in its.early stages, there has
been increasing demand in the past two years for feasibility
study financing throughout the public sector resulting from
improvement in GOC programming and utilization of the loan.
This is due 1in part to major ilmprovements made by the Frei
administration in the planning and programming process at
both the national and sectoral levels, and to increased
emphasis within the GOC on project preparation and evaluation
at the agency level in the various sectoral planning offices.
Consequently, rapid disbursement is expected during CY 1968.



STATUS OF DEVELOPMENT LOANS TABLE V
Country: CHILE Borrower: Empresa Portuaria de Chile Funds: AFP [.gy

Title and Number of Loon:  gan Vicente Port Construction
513-L-020
Date Avthorized: 10/2853 Date Signed: 5/]-]-/61‘T
Loan Status as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) | .o 20 yrs.
Two-Step 40 yrs.
Avthorized . . . ... ..... 7,000 P r
Groce Period . ....... 5 yrs.
Two-Step 10 yrs.
Disbursed . .......... 135 ° P yr
Interest Rote . . ... ... 134.
- P Af
Repayments ... ....... - Two-Step 3/h% G 3/ te
Currency of Repayment. . $ U,S,
Interest Collected . ... .. 7

Purpose of Loan: The purpose of the loan is to finance part
of the construction costs of a $15 million deep-water port
to service the provinces of Concepcion, Bio-Bio, and
Malleco. This area, comprising the second largest industri-
al complex in Chile, is chiefly concerned with metallurgy,
textiles, and non-metallic minerals extraction; it also
contaings the country's largest coal deposits. With the
construction of a 1,842 foot long wharf, a cargo handling
area of 60 acres, three warehouses, railroad sidings, and
the purchase of necessary cargo-handling equipment, the port
of San Vicente will develop seacoast industries geared to
export market.

Agreement has been reached under which the Government of
Chile will receive loan payments from the borrower in local
currency. It will reimburse AID in dollars within 40 years,
including & 10 year grace period, with annual interest at
3/4% during the grace period and thereafter.

Physical Status: The basic field survey was completed by
the U,S, consulting engineer, McCreary and Koretsky, in May,
1965. The final plans and cost estimates were approved by
ATID and the Ministry of Public Works (MOP) and on August 18,
1967 bid documents were sent to the five Chilean firms, one
U.S. firm and one joint U,S./Chilean firm which previously
had been ruled qualified to submit bids. The three bids
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which were submitted were open on December 18, 1967 and the
gggresa Belfi, with a bid of $15,025,919.25 was announced
as the successful bidder in January, 1968. At present an
official decree is being drawn up by the GOC to give formal
legal approval to the selection.

The project is now expected to be completed by April,
1971, with construction commending by mid-1968,

Financial Status: The loan is 2% disbursed. Disbursements
to date reflect only payments to the consulting engineer.
The bulk of the disbursements are to be made during the
three year construction period starting in 1968,

Host Country Contribution-Procurement Source: Up to $3.5
million will cover the foreign exchange costs of U.S,
engineering fees for the preparation and the plans and
specifications, fees for a U,S, construction company, and
imported equipment for the port site. The remainder of the
loan will finance local construction costs.¥ The Government
of Chile is providing the necessary amount to finance all
other project costs.

Comments on Implementation: Delays in implementing the
project caused an increase in the estimated costs of the
project. However, the GOC will finance the total increase
and no further delays are expected in the project implemen-
tation,

*J.S. dollars used to generate local currency ‘are being
provided through the Special Letter of Credit procedure
which ties those dollars to U.S. procurement.



STATUS OF DEVELOPMENT LOANS

TABLE V

Country: CHILE Borrower: Central Savings and Ioan Bank Funds: AFP
Title and Number of Laan:  Central Savings and Loan Bank - Physical Status: The Bank, together with its 24 savings and
513-1-022 loan associations, has some 190,000 depositors. By December
- 1967 the savings and loan system had generated $74 million
hoﬂfiAPWT(ﬁ?ﬁfW?/27/6u Date Signed: 3/18/6& in local savings and had figanced h0,539 homes.$ It plans to
Loan Status os of 12/31/67 Laan Terms finance about 8,000 new homes annually.
(In Thousands of Dollars and Equivalent) Duration . o oo oot 20 yrs
Two-step 40 yrs Financial Status: The loan is 99% disbursed. The loan is
Authorized . .. ........ 8, 700 expected to be fully disbursed in CY 1968.
Grace Period .. ... ... 5 yrs
Disbursed . . .o oo .. 8,697 Two-step 10 yrs | Host Country Contribution-Procurement Source: The (Goverrmert
Interest Rate . . ...... L% of Chile is to match the AID contribution by providing the
- Two-step 3/&% GP; 2% after escudo equivalent of $8.7 million to the Central Savings and
Repayments .......... Loan Bank over the disbursement period of the loan,
Currency of Repayment. . § U.S. Procurement under this loan is limited to the U.S. or
Interest Collected . ... .. 87 Chile. U.S. dollars used to cover local currency costs are

?urpose of Loan: The purpose of the loan is to assist
Chile's national housing program by supporting the rapidly
srowing savings and loan system. Through its national

Comments on Implementation:

being provided through the Special Letter of Credit procedure
which ties those dollars to U,S. procurement.

No problems are anticipated

system of 24 savings and loan associations, the Central
Savings and Loan Bank will extend mortgage loans with terms
of from 8 to 25 years at a 7% interest rate. A technical
assistance component of up to $250,000 has been provided to
assist in directing the expansion of the savings and loan
system.

The loan complements DLF Ioan 199 which was extended to
the Bank in 1961 for housing construction and for the devel-
opment of the savings and loan system. Other assistance
has been provided by the IDB in the form of two loans, each
of $5 million, for the promotion of cooperative housing.
AID also maede a $5 million grant as part of the $20 million
Reconstruction and Rehabilitation Grant and made a $1.3
million loan under P,L. 480, Title I.

Agreement has been reached under which the Government
of Chile will receive loan payments from the borrower in
local currency. It will reimburse AID in dollars within
4O years, including a 10 year grace pericd, with annual
interest at 3/&% during the grace period, and 2% thereafter.
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since this loan 1s almost entirely disbursed.



STATUS OF DEVELOPMENT LOANS TABLE V
Country: CHILE Borrower:  Corporation de Fomento (CORFO) Funds: AFP

Title and Number of Loan: Rural Electric Cooperatives
513-L-02L
E;;:A;nhorizeézﬁ §.é2-6)+ Date Signed: 3—5-65
o Loan Status as of 12/31/67 o Loan Terms

(In Thousands of Dollars and Equivalent) Duration . .+« o oot 40 yrs.
Authorized . . . . ... ... . 3,300

Crace Period .. ... ... 10 yrs.
Disbursed . .......... 1,852

Interest Rate . . ... ... 3/’4% GP
Repayments . . . ... .. .. - 2% After

Currency of Repayment. . § U, S,
Interest Collected . . . ... 8

Purpose of Loan: The purpose of this loan is to assist in
the financing, through sub-loans to 1k rural electric
cooperatives, of (1) new construction, (2) improvement of
existing electric power transmission and distribution
systems, and (3) maintenance tools and equipment. The loan
also provides technical assistance and training needed to
expand rural electric cooperatives. The loan will add
1,h51 miles of distribution lines and will make electric
power available to 75,000 previously unserved people. The
increased availability of electric power will promote
greater agricultural and industrial production through the
use of electric irrigation and pumping equipment and the
relocation of manufacturing and processing industries near
the source of supply. Up to $100,000 of the loan is to be
used for providing technical assistance to the cooperatives,

The project is based upon a study prepared in 1963 under
an AID-financed contract with the National Rural Electric
Cooperatives Association (NRECA).

Physical Status: The borrower and 1l sub-borrowers are
existing institutions., The latter now have 2,325 miles of
distribution lines in operation and serve an area with a
population of 236,000.
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To date, all of the 1l cooperatives have projects ihat
are completed or underway., A total of 329 preiccets are
completed, 7h are under construction and if remain to be
started.

Financial Status: The loan is 53% disbursed. Disbursements

will continue regularly through most of CY 1968.

Host Country Contribution-Procurement Jource: Of the total
$6.9 million project costs, the §3.3 million A.I.D. loan
will finance all foreign exchange costs and about $2.5
million of the local costs. The Borrower will contribute
the equivalent of $3.6 million for local costs.

Equipment, materials, and services financed under the
loan are procured from the U.S. or Chile. U,S. dollars
used to generate currency for local costs will be used to
finance goods and related services from the U,S.

Comments on Implementation: Implementation of the loan is

proceeding satisfactorily and no problems are anticipated.



Country: CHILE

Borrower:

STATUS OF DEVELOPMENT LOANS

Government of Chile

Title and Number of Loan:

Program Assistance
513-L-025

Interest Collected . .. ...

1,351

Date Avthorized:  12-4-Ok Dote Signed: 1-15-65 Credit procedure.
Loan Status as of 12/31/67 Loon Terms

(In Thousands of Dollars and Equivalent) Duration - . o . oo .. .. 40 yrs.
Authorized . . . ... ..... 79,999

Grace Period . ... .. .. 10 yrs.
Disbursed .. ......... 78,381

Interest Rate . . .. .. .. 1% GP

- 5 £t

Repayments .. ........ 22k after

Purpose of Loan:

essential imports from the U.S.

The purpose of this loan is to pro-
vide support for the Chilean Development Program by
assisting in the financing of the dollar costs of

The local currency

generated by the dollar disbursement has also bolstered
A.I.D, approved projects in the borrowers' public sector

investment program.

This loan was part of a total package of $116 million
($80 million program loan, $20 million PL L8O sales
agreement, and a $16 million U.S. Treasury agreement)
negotiated with the Frei Administration in conjunction
with the $34 million stand-by agreement signed by the IMF
and the GOC in January 1965.

Financial Status: All tranches of the loan have been
released. The loan is fully committed and 97% disbursed.
Final disbursement is scheduled in early 1968.

Host Country Contribution-Procurement Sources:

Disbursements have been conditioned on the GOC's provision

of evidence satisfactory to A.I.D. that it has implemented
the Chilean Development Program as described in the
11-26-6k4 letter from the Chilean Minister of Finance to
CIAP. The GOC has had to provide all funds, in addition
to this loan, and all other resources required for the
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Funds:

execution of this Development Program.
United States dollars provided under the loan have been
tied to U.S. procurement through the Special Letter of

AFP loan

TABLE V



STATUS OF DEVELOPMENT LOANS TABLE v
Country: CHILE Borrower: Instituto de Financiamento Cooperativo Funds: AFP Loan
Title and Number of Loon: Cooperative Development Bank Financial Status: The loan is 31% disbursed. Disbursements
513-1-026 are expected to continue at a regular pace during FY 1968,
S . The loan is guaranteed by the GOC.
Date Authorized:  6/26 /65 Dote Signed: 4 /13/66 To help relieve the Chilean foreign debt service burden
 Loan Status as of 12/31/67 Loan Terms in the next few years, an agreement has been negotiated
(in Thousands of Dollars and Equivalent) Duration . -+ v o oot 25 yrs. between the GOC and the U,S. whereby the GOC will receive
Two Step 40 yrs. the principal and interest payments from the borrower in
Avthorized . . . ... ..... 3,650 local currency and over & period of 4O years will satisfy
Grace Pe“Ode .Sf"'ig yrs. the borrower's dollar principal and interest obligations
Disbursed .. ......... 1,142 © SRR 2D ¥YS. | under the loen.
Interest Rate . . ... ... 1% GP . . .
_ old After Host Country Contribution-Procurement Source: The Chilean
Repayments .. ........ e contribution totals $43L,000, including $150,000 of paid-in
Currency of Repayment. . $ U,5, | capital to be contributed by member cooperatives during the
Interest Collected . . . . . . 8 first two years of the bank's operations. Equipment,

Purpose of Loan: The purpose of the loan is to provide
seed capital for the creation and initial financing of a
Cooperative Development Bank (IFICOOP) and to provide
credit facilities and technical and managerial services to
Chilean cooperatives. The project will make credit avail-
able to groups otherwise unable to obtain financing and
will unify and strengthen the cooperative movement in Chile,
thus contributing to & more rational distribution of
resources between the urban and rural areas.

Physical Status: The Bank began operations with its own
funds in the first half of 1966 and obtained short-term
local bank credit to expand its lending., Additional fund-
ing became aveilable with the signing of the AID loan
agreement in April, 1966,
Through January, 1968,

IFICOOP had made loans totaling
nearly 14 million escudos (equal to $2.,26 million at the
current exchange rate) to consumer, agricultural, small
farmer, housing and services cooperatives.

Chile has contracted for technical assistance through
the International Cooperative Development Association.
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materials, and services financed under the loan must be
procured from the U,S. or Chile. U,S5, dollars used to
generate local currency are being provided through the
Special Letter of Credit procedure, which ties those dollars
to U.S, procurement.

Comments on Implementation: No future implementation

problems are expected,

m
|



STATUS OF DEVELOPMENT LOANS

Country: CHILE Borrower: Government of Chile
Title and Number of Loan: Program Assistance
- _m§l3-L—O3O
Date Authorized: 1-27-66 Date Signed: 2-15-66
Loan Stotus as of 12 /31767 Loan Terms
(In Thousands of Dollars and Equivalent) Duration - - . v o oo e .. Lo yrs.
Authorized . . . .. ... ... 78,750
Grace Period . ... .... 10 yrs.
Disb d ..., L
R 71,93 Interest Rate . .. ..... 1% GP
o4 After
Repayments ... ....... -
Currency of Repayment. . ¢ U.S,
Interest Collected . ... .. 3hh

Purpose of Loan: The purpose of the loan is to support the
Chilean development program by (1) financing the essential
imports needed to maintain an adequate investment level,and
(2) inducing and enabling the GOC to carry out necessary
economic development policies. Local currency generated by
the loan is being used to finance projects approved by
A.I.,D, in the borrower's public sector investment program.

This loan was part of a total assistance package which
included an International Monetary Fund (IMF) standby
agreement permitting Chile to rollover $70 million of debt
amortization in 1966; an agreement by creditor countries
resulting from the Paris Club meeting of February 1965 to
refinance approximately $50 million of Chile's 1966 debt
amortization due to these countries; and Export-Import Bank
proposals to finance $200 million in investment to be made
by U.S. copper companies and the GOC to expand copper pro-
duction from 1966 through 1970.

Physical Status: The first two tranches of the loan were
released following detailed quarterly reviews on Chilean
performance under the economic program outlined by the GOC's
1966 letter of Intent to CIAP. The third and fourth (final)
tranches of the loan were released in December 1966 follow-
ing satisfactory completion of the review of GOC perfor-
mance for the third and fourth quarters of 1966.
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TABLE V

Funds: AFP j0an

The GOC complied with the major targets established under
the loan during the loan period, Satisfactory progress was
made in key reform areas including tax collections, customs
administration, budgetary controls, wage policies, and
agricultural marketing and pricing policies.

Financial Status: As of December 1967 the loan was 73%
disbursed and over 95% committed. In October 1967 further
program assistance was provided in the amount of $15 million.

Host Country Contribution-Procurement Source: This loan

constitutes part of a much larger effort by the GOC to
increase public investment in key sectors of the economy.
Dollar procurement is limited to U.S. sources.

Comments on Implementation: No disbursement problems are
anticipated. The procedure for Chilean public agency
placement of orders in the U.S. under loan commitments has
resulted in slower disbursement of this portion of the loan
than the private sector portion.




STATUS OF DEVELLOPMENT LOANS
Central Bank of Chile

Country: CHILE Borrower:
Title and Number of Loan: Private Sector Imports
- - 513-L-031
Date Avthorized: 3/18/6_6 Date Signed: 6/2/66
| Loonstatusasof12/31767 }  boonTerms
(In Theusands of Dollars and Equivalent) Duration - - v v oot Lo yrs.
Authorized . . . . ... .. .. 10,000
Grace Period .. ... ... 10 yrs.
Disbursed .. ......... 6,795
interest Rate . . ... ... 1% GP
24, After
Repayments ... ....... -
Currency of Repayment. . $ U.S.
Interest Collected . . . ... 9

Purpose of Loan: The purpose of the loan is to finance the
procurement in the United States of capital goods for the
private sector on medium credit terms by providing foreign
exchange to the Central Bank of Chile.

At the time the 1965 program loan was negotiated, no
need was anticipated for financing capital equipment imports
on repayment terms such as those proposed in the present
loan. It was expected that additional suppliers' credits
of the traditional kind would be sufficient to meet the
expected needs, However, in the Paris debt renegotiation
of February 1965 conducted by an international consortium
headed by the World Bank, the GOC agreed to restrict the
use of traditional suppliers' credits in view of the high
burden of short and medium-term debt on the balance of pay-
ments., Under the Paris agreement, there was to be no net
increase in suppliers' credits (defined as having a term of
eight years or less) during 1965 and 1966, As a result, the
Central Bank has tightly rationed the use of suppliers'
credits since then and there has been a large unsatisfied
demand for financing of capital equipment imports. The loan
is to help fill this demand in a way that will be consistent
with the Paris agreement on debt renegotiation,

TABLE V

Funds: AFP Ioan

Physical Status: The Central Bank has made 89 subloans
committing & total of $8.5 million. Fifty-five of the sub-
loans are general private sector loans, 22 are agriculture
loans and the remaining 10 are loans to small and mediume
sized mining operations.

Financial Status: The loan is 68% disbursed and the full
$10 million is committed with U,S, comercial banks for pay-
ment to U,S, exporters against the loan., The loan should be
fully disbursed by mid-1968.

Host Country Contribution-Procurement Source: The Borrower
must abide by the terms of the Paris Agreement of 1965, By
agreement with the GOC, Chilean commercial banks, the Banco
del Estado, CORFO (the government development corporation),
and ENAMI (the national mining company) are guaranteeing the
sub-loans, thus assuming the commercial risks of the
borrower's lending program. All U,S, dollars provided under
this loan must be used to finance goods from the U,S,

Comments on Implementation: No problems are anticipated.
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STATUS OF DEVELOPMENT LOANS

TABLE V

Country:  CHILE Borrower:  Government of Chile Funds: AFP Loan
Title and Number of Loan: Feasibility Studies Physical Status: The loan agreement was signed in October,
513-L-033 1967 but the conditions precedent to the initial disbursement
S . of the loan have not yet been satisfied by the GOC.
Date Authorized: 6/13/67 Date Signed: 10/23/67

_ . lLoonStaws 0s of 12/31767 Loan Tecms
(In Thousands of Dollars and Equivalent) Duration . .+« oo oo 4o yrs.
Authorized . . . ... ... .. 2,500

Grace Period . ... .... 10 yrs.,
Disbursed .. ......... -

Interest Rate . . ...... 1% GP
Repayments .. ........ - 2%% After

Currency of Repayment. .$ U,S,
Interest Collected . . . ... -

Purpose of Loan: The purpose of the loan is (1) to assist
the GOC and the Chilean private sector to prepare well
formulated feasibility studies for international financing;
(2) to assist in financing the costs of general surveys
and pre-feasibility studies to identify, appraise, and
formulate priority development projects; and (3) to provide
technical assistance to Chilean public agencies to improve
their project planning and preparation capabilities.

At least $1.75 million of the loan will be made avail-
able for use by the public sector for feasibility studies,
pre-feasibility studies, general surveys and technical
assistance. At some future date up to $750,000 may be set
aside to finance private sector studies if and when it is
determined that the funds can properly be used by an
institution mutually agreeable to the GOC and AID,

Progress under the public sector portion of the first
feasibility studies loan (019), now fully committed, has
been quite satisfactory since the Project Evaluation Office
of the GOC received official status and an adequate staff
in mid-1965. On the other hand, progress was slow in the
use of funds for private sector studies and as & result
funds from this loan will not be set aside for use by the
private sector unless there is a demonstrated need for it.
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Financial Status: No disbursements have been made.

Host Country Contribution-Procurement Source: The GOC has
agreed to budget the escudo equivalent of $2.0 million to
help establish a fund totaling $4.5 million. At least $1.5
million of this fund is to be used to finance dollar costs
of U,S, services. U,S. dollars used to generate local
currency are being provided through the Special Ietter of
Credit procedure, which ties those dollars to U.S. procure-
ment,

Comments on Implementation: The GOC delayed implementation

of the loan while an amendment to the agreement was being
considered. No future implementation problems are
anticipated,



STATUS OF DEVELOPMENT LOANS

Country: CHILE Borrower:

Government of Chile

Title and Number of Loan: Educational Sector

513-L-034
Date Authorized: 6/29/67 Date Signed: 9/1)4/67
Loan Status as of 12/31767 Loon Terms

(In Thousands of Dollars and Equivalent) Duration . . . v o oo .. 40 yrs.
Authorized . . . .. ...... 10,000

Grace Period . ... ..., 10 yrs.
Disbursed ........... - o

Interest Rate . . ... ... 1% GP

o¥, After

Repayments ... ....... -

Currency of Repayment. . § y.s,
Interest Collected . ... .. -

Purpose of Loan: The proceeds of this sector loan will be
used to help Chile improve and expand its primary and
secondary educational programs and facilities., The long
range objective is to help develop an educational system
which will provide opportunities for social mobility and
assure the availability of the trained people necessary to
a sustained growth rate,

Chilean education, although good by Latin American
standards, has been ineffective in responding to the grow-
ing needs of the economy. It has been an elite system
vhich produced university graduates from the upper classes.
Public primary and secondary education was particularly
deficient. Mejor problems were outmoded curriculum and
teaching methods, insufficient and poor quality teachers,
lack of physical facilities and equipment, inaccessibility
of schools in rural areas, and a rigid organizational
structure which has deprived much of the population of
educational opportunity.

One of the main objectives of the loan is to increase
the relative share of Chilean Government resources devoted
to education. In 1967, before the sector loan, Chilean
public sector investment in education was 6.0% of total
public sector investment compared with 5.3% in 1966 and
5.1% in 1965. Total public sector expenditures on educa-
tion were increased in real terms in 1967 by about 18%,
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TABLE Vv

Funds: AFP Loan

This, along with the Technical Assistance project in
Education Modernization, will support accelerated activities
by the Ministry of Education in structural reform, educa-
tional administration, curricula development, and guidance,
testing and evaluation. Funds from the loan will also be
used to finance the distribution of teaching materials,
school construction in marginal areas, establishment of
regional education centers and help in the consolidation and
diversification of vocational schools,

Physical Status: The GOC has met the conditions precedent
to disbursement of the first $2.5 million tranche of the
loan. The second tranche will be approved upon satisfactory
completion of a review of the education sector in March 1968.

Financial Status: Disbursements on the first tranche of the
loan are expected soon.

Host Country Contribution-Procurement Source: This loan
constitutes a part of the much larger program of the GOC to
expand public sector investment in education. All goods and
services procured under this loan must be from the U,S. or
Chile., U,S, dollars used to generate local currency are
being provided through the Special Letter of Credit pro-
cedure, vhich ties those dollars to U.S. procurement.

Comments on Implementation: The loan was approved late in
FY 1967. No major future implementation problems are antici-
pated, The principal impact of this loan should be felt
during CY 1968.




Country: CHILE

STATUS OF DEVELOPMENT LOANS

Borrower: Covernment of Chile

Title and Number of Loan:

Comments on Implementation:

Program Assistance

Interest Collected . ... ..

513-L-036

I B S anticipated.
Date Authorized: 10-18-67 Date Signed: 10-23-67
| ”Lou[\ 5"’!‘,’15‘1,",’2@,‘167, T S Loan Terms
(In Thousands of Dollars and Equivalent) Dueation .« v« o oo oo 4O yrs.
Authorized . . . ... ... .. 15,000

Grace Period . ....... 10 yrs.
Disbursed . .......... -

Interest Rate . .. ..... 1% GP

2% After

Repayments .. ........ -

Purpose of Loan:

This loan is being used to support the

GOC's economic stabilization and development program by

financing the purc
automotive equipme
chassis and Jjeeps

agricultural and i

hase from the United States of essential
nt, such as refrigerated trucks, bus
which will be used primarily by
ndustrial cooperatives. Local currency

generated by the dollar locan is being used to finance

projects approved
sector investment

Financial Status:
by A.I.D. and the

by A.I.D. in the borrower's public
program.

Commitment documents have been issued
local currency equivalent of the $15

million has been obligated for mutually determined
projects in the GOC 1967 Budget. Dollar disbursements

have not been init

iated.

Host Country Contribution-Procurement Scurces: The GOC

must provide all funds, in addition to those provided
under this loan, and all other resources required for the
punctual execution of the Chilean program of economic
and social development outlined in the 9-1-67 letter
from the Chilean Minister of Finance to CIAP. U.S.
dollars provided under this loan are tied to U.S.
procurement through the Special Letter of Credit proced-

ure.
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Funds: AFP Loan

The procurement program is

proceeding according to schedule and no problems are



STATUS OF DEVELOPMENT LOANS

CHILE

Country: Borrower:

Government of Chile

Title and Number of Loan: Agriculture Sector

513-L-037
Date Authorized: 10/18/67 Date Signed: 10/23/67
Loon Stotus as of 12/31/67 Loan Terms

(In Thousands of Dollars and Equivalent) Duration « . o v oo 40 yrs.
Authorized . . ... .. .... 23,000

Grace Period . ... .... 10 yrs.
Disbursed .. ......... -

1% GP
Rate ........ /

interest Rate 2%% After
Repayments ... ....... -

Currency of Repayment. . & U,S,
Interest Collected . . .. .. -

Purpose of Loan: The proceeds of this loan will be used by
the GOC in its general program to increase agricultural
production. By financing the importation of fertilizers,
agricultural machinery, cattle breeding stock and other
commoditie s the loan will increase the supply of key farm
inputs available to the Chilean agriculture sector, and by
agreement with the GOC it will also sharply reduce the
prices of these inputs. This reduction in input prices,
combined with measures to improve output prices will pro-
duce an increase in real farm income which is necessary if
agricultural production is to increase.

The GOC has also agreed to make a series of key policy
changes to stimulate agricultural production in conjunction
with the loan including: (1) announcement of forward prices
for farm products, (2) maintenance of real price levels in
1968 and 1969 at least equal to the levels of 1966, (3)
coordinating the activities of the government agencies

connected with agriculture, (4) increasing public investment

in agriculture, (5) reducing fertilizer distribution costs,
(6) expanding and democratizing the government farm credit
system, and ?7) rationalizing the system of expropriation
under the new agrarian reform law,

TABLE V

Funds:  AppToan

Physical Status: The commodity imports under the loan have
progressed very well,

(a) Fertilizer - 91,000 metric tons of phosphate fertili-
zer orders have been awarded on the basis of bids received
in December, 1967. Two shipments have already arrived in
Chile.

(b) cattle - Approximately 3,150 head of cattle were pur-
chased by the end of January.

(c) Machinery - The invitation for bids is expected to be
completed in March following discussions between the Mission
and the GOC.

(d) Seeds -~ The invitation for bids was published in
February.

Financial Status: As of December 31, 1967 no disbursements
had been made under the loan. However, after the release

of the first tranche of the loan, commitment documents were
issued for $11 million. Release of the second tranche will
depend on the first semi-annual review of GOC agricultural
policies related to this loan, which is scheduled for March,
1968. It is expected that disbursements will proceed rapidly
in CY 1968,

Host Country Contribution-Procurement Source: This loan con-

stitutes part of a much larger GOC program to stimulate
agricultural production. The GOC has made good progress in
carrying out the policy commitments made in conjunction with
this loan. All procurement financed under the loan will be
exclusively for goods of U.S. source and origin.

Comments on Implementation: Implementation of the loan has
been accomplished at a rapid pace and no further problems
are anticipated.
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i Colombia

Costa
Rica

Colombia

~COLOMBIA

Panama

COLOMBIA

Venezuela

Brazil

BASIC DATA

Population (millions — mid-1967) ........... 19.2
Annual Growth Rate (percent)............ 3.2
Area (1000 square miles)...... e Lo
Population Density Per Square Mile....... Ll
Agricultural Land as % of Total Area ....... 17
Percent of Labor Force in Agriculture. .. .. 52

C

Per Capita GNP (dollars).............

Life Expectancy (years)...oovvven.n.
People PerDoctor . vvvveeeiiinnnnnn.

Literacy Rate (percent) ..............
Pupils as Percent of Population.......

(Primary and Secondary)
¥ - 1967 in 1966 prices.




Country: COLOMBIA

PROGRAM SUMMARY

(In millions of dollars)

FY 1967 FY 1968 FY 1969
Actual Estimated Proposed
a
Development Loans 100.0 75.1‘/ 90.0
Technical Assistance 4,7 L.L 5.1
Total A.I.D. Assistance 1047 79.4 95.1

a/ Includes $70,000 in grants for population programs under Title
X of the Foreign Assistance Act.

U.5. Objectives

U.S. aid objectives are to assist Colombia with: (1) overcoming
the balance of payments constraint on growth by diversification
of agricultural and industrial exports, and improved monetary

and fiscal policies, (2) diversifying and strengthening the agri-
culture sector, (3) modernizing the educational system, (4) mobil-
izing of public and private resources, through fiscal and
institutional reforms, for programs which meet the growing
pressures for a better standard of living.

The substantial A.I,D, program in Colombia reflects: (a) the
commitment and growing ability of the Lleras government to mount

a serious development effort; (b) the need to support a viable
political alternative in preference to other less constructive
approaches; and (c) the importance for the rest of the Hemisphere
of demonstrating the effectiveness of Alliance principles in
Colombia. The influence of Colombia's progressive leadership has
been shown in its efforts in recent international meetings to help
forge a workable agreement for coffee production control and diver-
sification incentives and its role in fostering regional economic
integration.

Country Performance and Self-Help

Economic Stabilization, = The present government, through the
application of sound monetary, exchange rate and fiscal reform
policies, has made significant progress towards economic stabiliza-
tion since the economic crisis of 1966 and is now moving to deal
with longer term socio-economic problems, A,I.D., in coordination
with the Consultative Group on Colombia (under World Bank leader-
ship, 1t includes A.I.D. and other major Western sources of
assistance) has directed its assistance primarily towards the over-
riding foreign exchange problem which has shackled economic growth,

A, I.D, assistance, mostly program lending, has supported Colombia's
monetary and fiscal reforms required to overcome the root causes
of Colombia's chronic balance of payments disequilibrium. With
growing stabilization of the economy, fundamental and long overdue
reforms for key sectors are now possible,

Since the November 1966 liquidity crisis, government economic
policies have resulted in: (a) a flexible commodity exchange

rate which has moved gradually from 13,50 pesos to the dollar

in March of 1967 towards the fixed capital rate of 16,30 to one;

(b) exceeding the International Monetary Fund (IMF) foreign exchange
reserve target level -- net reserves increased by approximately

$78 million, ‘although this still left the Central Bank in an over-
all negative reserve position; and (c) exceeding the IBRD commit-
ment on current account cash surplus.

Capital outlay of the central government rose roughly 35% in 1966,
(to $209 million or 37% of the budget) and increased an estimated
4% in 1967. As development priorities became reflected in the
budget, allocations to education and agriculture increased by
almost 45% in 1967. This expansion of government investment was
in large part the result of long overdue improvements in tax
collections. The government initiated a withholding system for
income taxes, imposed a new gasoline tax and closed numerous tax
loopholes, As a result, tax revenues in 1966 rose 52% over 1965
and increased an additional 17% in 1967. (However, Colombia's
tax revenues still average slightly less than 10% of GNP -- too
low to support a sustained development effort.)

The Colombian Government has taken steps to encourage expanded
and diversified exports and some import liberalization. During
1967 the Government moved cautiously to liberalize imports.

Despite progress, major structural problems remain. Basic
obstacles to development include: (1) inadequate foreign
exchange resulting from overdependence on coffee production in a
declining world market (coffee traditionally accounts for two-
thirds of all export earnings); (2) food production which is
barely keeping pace with population growth, and an agricultural
sector which does not offer sufficient employment opportunities
to the large rural population to slow migration to urban centers;
(3) an education system which does not provide sufficient trained
manpower to meet the needs of development; and (4) inadequate
mobilization of local resources,

Exacerbating these problems is a 3.2% population growth rate,

This growth rate, which doubles the population every 22 years,

imposes severe strains on the economy just to maintain per capita
R
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GNP levels (since 1961 per capita growth has varied between zero and

2.8%; in 1967 it was a modest 1..4%).
urbanized, population accelerates demands for schools, housing,
social services, and employment opportunities,

The fact that economic growth in recent years has brought only
small improvement to the lower income strata of society
demonstrates that economic growth alone will not be sufficient.
will require opportunities for employment and education within the
country. The fiscal measures and investment programs associated
with the proposed program loan are aimed at these kinds of
structural reforms.

Colombian agriculture (except for coffee) has not effectively
contributed to economic growth over the past 20 years. Total out-
put has grown at about 3% per annum or approximately the same as
the population increase, In addition to overdependence on coffee,
Colombian agriculture is a classic case of a "dual economy" where
relatively sophisticated large-scale commercial operations exist
side by side with more numerous and traditional subsistence farms.
The result is misallocation of income, and little incentive to
modernize in response to changing conditions., Crop yilelds have
been virtually stagnant since 1960, with production increases
attributed almost exclusively to expanded acreage rather than
improved techniques.

Pending the completion of a realicstic agricultural development
plan, the Colombians are focusing on existing projects addressed
to problems already defined.
year plan (1967-1970) designed to increase production of eight
basic food items, including milk and meat. This effort will be
reinforced by an Inter-American Development Bank (IDB) loan of
$lO.7 million to the Colombilan livestock bank as well as a major
share of the local currency generated under A.,I.D, program and
Agricultural Sector loans.

In the area of rural development, Colombia has more than doubled
its 1966 allocation to the Agrarian Reform Institute (INCORA) for
agrarian reform and supervised agricultural credit activities.
Through the latter program {which A.I.D. supported with two loans,
$10 million in 1963 and $8.5 million in 1966), some 20,000 small
farmers and cooperatives have received more than 30,000 subloans;
the majority of participating farmers have tripled their income
since the inception of the program five years ago,

Colombia's critical need for better education is demonstrated by
the official estimate that more than one-third of those over the

.

This growing, and increasingly

It

For example, it has initiated a four-
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age of seven can neither write nor read simple instructions.

addition to the shortage of classrooms and adequately trained
teachers, the dropout rate is extremely high, At the primary
level (first five grades), the current attrition rate is 75%.
Even this represents a considerable improvement over the 90% rate

prevailing in 1953. The attrition among those going on to second-
ary school is only slightly less.

In

Using an extensive A.I.D./UNESCO study, the government has developed
a plan for reform and modernization of its education system., A

key element of the plan is establishment of 19 comprehensive high
schools throughout the country. Colombia expects to receive an
IBRD loan of $14.0 million to help finance the first 10 such high
schools, These schools will act as demonstration and training
centers for improved teaching methods, curriculum and administra-
tion. The comprehensive high schools would also strengthen the
vocational education training provided by private schools and the
National Apprenticeship Service,

Colombia is building additional classrooms and giving priority to
teaching and curriculum improvements. To meet immediate needs

the Minister of Education has adopted an "Emergency Plan" to
extend educational opportunity by shortening and intensifying
instruction, establishing double sessions, and asking teachers

to assume additional responsibilities without extra remuneration.
His efforts to undertake the extensive reform and planning improve-
ments needed have been complicated by split responsibility between
national and local governments, inadequate financial resources,

and lack of technical personnele.

FY 1969 Program

The proposed A.I.D. level of $95.1 million is composed of a $65
million program loan, $15 million agricultural sector loan, $10
million educational sector loan, and a Technical Assistance
program of $5.1 million, A P,L, 480, Title I agreement for up to
$13 million worth of wheat and tobacco is under consideration.
This P.L. 480 assistance will be predicated upon agricultural
self-help measures. The FY 1969 program envisions. increases in
technical and financial assistance to the critical areas of
agriculture, education and social infrastructure,.

The proposed bilateral strategy will be carried out within the
framework of the Consultative Group. Substantial assistance is
expected in FY 1969 from other members of the Consultative Group.
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Economic Stabilization. Colombian growth is dependent on the
availability of a minimum level of imports. The proposed program
loan of $65 million for FY 1969, builds on the stabilization
efforts of 1967 and is intended to provide a portion of the input
crucial to Colombia's economic growth while strengthening struc-
tural reform measures.

By coordinating our assistance with multilateral efforts of the
Consultative Group and the IMF, we are able to maximize reform
influence multiply the mobilization of other resources and rein-
force the effectiveness of individual inputs and sector strategy.

Colombia's improvement in planning and allocation of its resources
has been facilitated by the procedures developed for the release
of funds under program loans. The Colombian Govermment has
committed itself to specific economic and social policy targets
(with particular emphasis on fiscal, programming and private
sector investment policies). The government has also coordinated
the use of the pesos with other resources to support priority
development projects. The availability of program loan generated
pesos has afforded Colombia the incentive and resources to under-
take development planning on a nation-wide scale,

Reforms sought under the program loan generally include self-help
measures on: exchange rate flexibility, import liberalization,
adequate incentives to achieve a 30% increase in minor exports,
fiscal reforms aimed at increased revenues and improved budgeting
of resources to support priority development needs and moderniza-
tion of savings and credit institutions to increase private sector
investments, particularly in the field of housing.

U.S. technical assistance projects in tax and customs administra-
tion projects will continue to emphasize improving administration
and enforcement and achieving a rapid increase in public revenues.

Agriculture. The proposed FY 1969 loan would continue FY 1968
efforts to isolate those obstacles to improved agricultural
performance where change can be fostered most effectively and
quickly. The sector loan will: ’

-~-provide financing (in combination with the proposed program
loan) for necessary agricultural investment goods such as
fertilizers, machinery, insecticides, etc., from the United
States to support and sustain Colombia's development
program,

--allocate local currency generated by the loan for invest-
ment in priority agriculture projects (e.g., agrarian
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reform, marketing, price stabilization and crediﬁ as well
as production efforts aimed at diversificaticn).

--encourage policy and institutional reforms needed to
improve rural infrastructure (especially agrarian retorm),
accelerate programs which will attract sufficlent new
investment in commercial agriculture (agro-industries and
marketing functions), induce changes in import procedures
to assure an adequate and dependable flow of imports,
distribute commodities to support necessary technical in-
puts and expand government support of social and cconomic
programs for the small farmer.

Related to the $15 million sector loan is the proposed P.L. 480
(dollar sales) agreement for up to $14.5 million (including trans-
portation). This agreement would provide local currency gencra-
tion which would be programmed in coordination with the cector
loan.

In support of the above loan financed activities, sizeable tech-
nical assistance will assist the Colombians to refine their agri-
cultural sector plan and provide a broad range of substantive
technical skills in order to rapidly implement the production and
diversification goals.

Through an agreement with the United States Department of Agri-
culture a team of specialists will assist the Agricultural
Ministry in refining the agricultural sector development plan and’
setting forth detailed projects for priority requirements in
agriculture. Reinforcing this plan will be a regionally-funded
A.I.,D, project to identify and analyze barriers to efficient agri-
cultural production and marketing in the Calil food-shed area.
Local, national, and university officials as well as local private
companies are involved in this project, which will also increase
Colombia's institutional capability to analyze food-shed problems
throughout the country.

A,I.D. will continue technical assistance to Colombia's Agricultural
and Livestock Institute (ICA) in its effort to establish a nation-
wide system of agricultural education, extension, and research.

The Inter-American Development Bank (IDB), UN Development Program
(UNDP), and three private foundations are coordinating assistance
to ICA. A.I.D,'s participation includes a project to expand and
upgrade the agriculture and veterinary medicine faculties on three
campuses of Colombia's National University through a contract with
the University of Nebraska (acting as prime contractor for the Mid-
America State Universities Association, to provide 32 full time
university professors).
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Education, The proposed $10 million education sector loan would

be used to support and encourage the preparation and implementation
of concrete programs to modernize Colombia's education system,
Pesos generated by the loan will be complemented by increased

local financing and support for: (a) the National Comprehensive
High School program and related efforts to modernize teaching
methods, curriculum and administration; (b) expansion of training
of secondary school administrators, in conjunction with our
technical assistance effort through a contract with the University
of New Mexico; and (c) formulation of detailed regional programs.
The dollar portion of the sector loan will be used in part to import
U.S. instructional materials and equipment to support the revised
curriculunm efforts,

In addition, A,I,D, will render technical assistance to selected
Colombian colleges of education with particular emphasis on
improving curriculum and methodology in pre-service and in-service
teacher training, A.I.D, assistance is being closely coordinated
with UNESCO's plan for assisting teacher colleges, At the same
time, the Peace Corps is redirecting its program of 85 Educational
Volunteers to cooperate in this effort. Its program in secondary
teacher training emphasizes new methods in teaching mathematics,
science, and English.



SUMMARY OF PROGRAM BY FUNCTION

Country: COLOMBIA (Dollar Amounts in Thousands) TABLE Il
Actual FY 1967 Estimate FY 1968 Proposed FY 1969
Tech. Supp. Canting. Tech. Supp. Conting. Tech. Supp.
Category Totel Asscisf. Ass'?:i. FU"dg Totol Asscist. Ass':i":'. Fu'ndg Totel As:;s'. Ass'::'.
Development Loan Program. . . . . 100,000 XXX XXX XXX 75,070a; XXX XXX XXX 90,000 XXX XXX
Programs Other than Devel. Loan
Project Assistance
U.S. Technicions. . ...... 3,288 3,288 - 2,813 2,813 - - 3,358 3,358 -
Participants . . .. ....... 236 236 - - sh7 sk 868 868 -
Commodities . ......... ThT7 W7 - - 276 276 - - 302 302 -
Other Costs . .......... Luk LLh - - 725 725 - - 572 272 -
Total Project Assistance . . 4,715 4,715 - - 4,361 | k4,361 - - 5,100 | 5,100 -
Method of Financing
Project Assistance
Direct ALLD. .......... 2,591 2,591 - 2,077 | 2,077 - 1,850 | 1,850
Other Agency .......... . 525 525 - 612 612 - - 612 612 -
Contract .. ........... 1,599 | 1,599 - - 1,672 | 1,672 - - 2,638 | 2,638 -
Program Assistance ....... - - - - - - - - - - -
Total Other than Devel. Loan . 4,715 4,715 - L,361 | 4,361 - - 5,100 5,100 -
Total Assistance .. ......... 104,715 XXX XXX XXX 79,431 | XxX XXX XXX 95,100 | XXX XXX
NUMBER OF U.S. TECHNICIANS (Program Overseas) NUMBER OF PARTICIPANTS
On Duty At Close of Yeor Programmed During Yeor
TYPE OF TECHNICIAN Actual Estimate Proposed TYPE OF PARTICIPANT Actual Estimate Proposed
FY 1967 FY 1968 FY 1969 FY 1967 FY 1968 FY 1969
AlD.employed............. L9 43 41 Non-contract . . « .+« e v v v v e 125 168 220
Participating agency . ........ 22 18 19
Contractor technicians . ....... 35 kg 52 Contract . ............... LL 53 88
Total . ................ 106 110 112 Total ................ 169 221 308
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PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
National Agricultural Planning Agriculture and Natural Resources TA
PRIOR REFERENCE INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION
prosEcT numaer  D1L4=11-190-097 p. 11k, FY 68 1A P.D.B. Fy: 1961 FY: 1972

Project Target and Course of Action: (l) To improve planning
and program implementation (with priority on a detailed sec-
tor plan) in the Ministry of Agriculture, and (2) to develop
institutional capacity to evaluate, analyze and plan de-
velopment of Colombia's natural resources,

(a) National Agricultural Planning: Assistance focusses on
improving the organization and staffing of the National Ag-
ricultural Planning Office which assists the Ministry of
Agriculture in formulating and coordinating agricultural
policy. U.S. Department of Agriculture specialists will
provide advisory assistance in the development of a compre-
hensive agricultural plan which will determine priorities,
recommend legislative, fiscal and budgetary measures, and
establish the framework for coordinating the efforts of all
Colombian agencies engaged in agricultural activities.

(b) Basic Resources Survey: Inter-American Geodetic Sur-
vey technicians are assisting the Colombian Geographic In-
stitute to increase its capacity to: collect data on soils,
forestry, and hydrologic problems; provide information for
use by other planning agencies, and; coordinate other basic
resource development projects. ‘

Progress to Date:
(a) National Agricultural Planning: In 1967, a team of k4

USDA specialists reviewed ministry planning resources, de-
fined needs for technical advice and drew up a work plan,
Recruitment difficulties caused delay but USDA advisors

are now arriving. Meanwhile, during 1967 the ministry form-
ulated plans for expanding production of eight basic food
Crops.

(b) Basic Resources Survey:

Assistance to mapping activi-

Commodities:

ties has resulted in photographs of 504,000 sq. kilometers
and map computations for 247,900 sq. kilometers; soil stud-
ies for 2,709,000 hectares; ecology studies of 787,400
hectares; 50 hydrologic stations; and 656 new climatologi-
cal stations. The preliminary evaluation of the multi-
purpose water resources development possibilities for the
Magdalena~Cauca river basin has been completed. The cadas-
tral program, through improvement of the quality of evalua-
tions, has established a firm basis for future expansion,
which is essential to improve government revenues and land
utilization.

FY 1969 Program: The PASAs with USDA and IAGS will be ex-
tended for one year. The IAGS technicians will depart in
FY 1969, when a competent Colombian staff will be available
to continue basic resource studies.

U.S. Technicians: USDA ($200,000) 6 advisors (Price Stabi-
lization, Transportation, Marketing, Credit, Grades and
Standards, Slaughterhouse; IAGS ($96,000), 1 Forest Manage-
ment and 2 Soils Advisors. Direct hire: 2 Rural Develop~
ment Officers, 1 Fconomist, 1 Water Resources Advisor.
Participants: U4 officials of the Min/Ag, one year's train-

ing in Agricultural Economicsj; 30 mapping officials 10 weeks

training in Photogrammetry and Cartography; one, 9 months
of training in Irrigation operations.
Demonstration-teaching materials and office
equipment.

Other Costs: Three Colombian technicians, 6 bilingual

secretaries; local travel and per diem.

U.S. DOLLAR COSTS (In Thausands) PRINCIPAL KUEKKAACIPRIGAGCENCIES
Obligations | Expenditures | Unliquidoted OBLIGATIONS U.S. Department of Agricul-
Estimated FY 1968 Propased FY 1969 ture
Through 6/30/67) 2,956 2,757 199 Di Direct Inter-American Geodetic
Cast Components :IGDC' Other Total AIGD ther Total

Estimated FY 68 335 329 Agency Agency S‘Llrvey
Estimated U.S. Technicians 85 203 288 116 296 L’”l2
through 6/30/68 3,291 3’086 205 Participants . . . 22 = 22 60 = 60

Future Year Estimated Commodities . . . 3 = 3 3 =

Obligations Total Cost Other Costs . . . 22 - 202 51 - 51
Proposed FY 69 526 l:OOO L{-,Bl‘? Total Obligations 132 203 335 230 296 526
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Country: COLOMBIA PROJECT DATA TABLE Hil
PROJECT TITLE ACTIVITY FUNDS
Agricultural Education Agriculture and Natural Resources TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION|
PRoJECT Nnumeer 51),-15-110-120 p.116, FY 68 1A P.D.B. Fy: 1966 FY: 1971

Project Target and Course of Action: The objective of
this project is to (1) increase the training competence
and capacity of the Colombian Agricultural Institute (ICA)
and the National University Schools of Agriculture and
Veterinary Medicine at Bogota, Medellin, and Palmira and
(2) increase the effectiveness of ICA to carry out pro-
grams in agriculture extension and research.

Thirty A.I.D. financed professors under contract with
the University of Nebraska, will continue to assist in
the modernization of the curriculum, staff development,
improving the quality of research laboratories and exten-
sion stations, and teaching research and extension meth-
ods. This program is being carried out in coordination
with UNESCO, the Rockefeller, Ford and Kellogg Foundations
and the IBRD.

Progress to Date: In 1963, ICA was given the overall re-
sponsibility for coordinating and carrying out agriculture
and livestock research, education and extension services.
In cooperation with the National University, ICA is en-
gaged in re-orienting study and research programs toward
crop diversification requirements and expansion of pro-
duction in underutilized tropical lands.

The Graduate School of ICA, with sizeable participation
by the University of Nebraska team, was begun in February,
with 13 students studying for Master's degrees in the
first semester, 16 in the second semester.

The agricultural extension service of the Ministry of
Agriculture was formally transferred to ICA in 1967 and
the first in-service training courses for extension work-

ers was begun in August.

Several new courses of study and important research proj-
ects were developed in 1967. They include weed control,
agricultural engineering, livestock management and rural
sociology. The latter is being used in teaching extension
personnel the importance of establishing sound adult edu-
cational procedures.

In FY 1968, mainly due to funding restrictions, the
Nebraska Contract will be extended for only 6 months,
through December 3, 1968; this accounts for the reduction
from the amount shown in the FY 1968 Congressional Presen-
tation.

FY 1969 Program: The contract with the University of Ne-
braska will be extended for one year, through December
1969.

U.S. Technicians: 30 contract advisors who are experts
in Agricultural Education, Agricultural Extension and Agri-
cultural Research, from the University of Nebraska plus
one campus coordinator and 2 secretaries.

Participants: 8 participants will receive training in
the fields of agronomy, 5 in animal husbandry, 5 in veteri-~
nary medicine, 5 in agricultural engineering and one each
in agricultural economics and rural sociology.

Commodities: Teaching aids and laboratory equipment.

Other Costs: ILocal travel and per diem.

e U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORSKEIEIERX
Obligations Expenditures Unliquidoted OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969

Through 6/30/67 l¢567 2h5 11322 Direct |Contract/| Direct [|Contract University of
Estimated FY 68 Ll92 807 . Cost Components AID Tota! AID :—3 Total Nebraska
Estimated U.S. Technicians - 360 360 - 903 90
through 6/30/68 | 2,059 1,052 1,007 Porticipants . . . = L5 -] 200] 200

Future Year Estimated Commodities . . . - 75 75 - 95 95

Obligations Total Cost Other Costs . . . - 12 12 _ 37 37
Proposed FY 69 1)235 2))480 5377h Total Obligations - )-|—92 )-|—92 - 1,235 1,235
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PROJECT TiTLE
Export Develomment

(formerly Industrial Development)
PROJECT NUMBER 51).1—13—290—1)43 p.ll?, FY 68 LA

PROJECT

facTiviTy

PRIOR REFERENCE

Indust  Mining

DATA TABLE Il
FUNDS
TA
IN{TIAL OBLIGATION | SCHEDULED FINAL OBLIGATION
?.D.B. FY: 1960 FY: 1970

Project Target and Course of Action: To assist the
Government of Colombia and the private sector to increase
Colambia's minor exports (excludes coffee and petroleum)
through the creation of an effective export development
program aimed at increasing exports 30% by 1970.
Progress to Date: An emerging characteristic of the Colam-
bian Industrial Development effort is the emphasis now
given to the expansion of minor exports. For this reason,
and because of its potential impact on the entire econamy
in FY 1969 A.I.D., is shifting its limited technical assis-
tance in industrial development to the export promotion
program. A.I.D. will continue to emphasize improved over-
all industrial development policy measures in program loan
negotiations and in the allocation of counterpart funds.
The Govermment has already passed the necessary legis-
lation establishing an export pramotion agency. A.I.D.
assisted this effort by providing technical marketing
guidance in export mechanisms and institutions. The
second phase of this program has begun. A.I.D. assistance
to this effort will be provided by a series of short-term
consultants, marketing specialists in specific export
product categories or in specialized marketing techniques.
In March, 1967, the Colombian Govermment issued a decree
which establishes a basis for future export growth, in-
cluding a more favorable exchange rate; fiscal incentives,
financial assistance and promotional services. The Export
Promotion Fund is the key element in this mechanism. The
Fund draws its initial capital from a 1)3% tax on all im-

50 million pesos ($3 million) was allocated to specific
export pramotion projects, including loans for export work-
ing capital, for export raw materials, and for marketing
campaigns abroad. Although major progress on a broad front
in export promotion has not been possible within the short
period of the Fund's operation, there are several examples
of dramatic achievements by specific firms. Exportadora
Panamericana, with loan assistance fram the Fund, increased
its exports from $3.5 million in 1966 to $7.5 million in
1967.

FY 1969 Program: In addition to ome year contract exten-
sions for an export marketing supervisor and an agricul-
tural export advisor, funding provides for 10 short-term
contract consultants in specialized categories (such as
wood, meat, fish and textiles). Each contract will in-
clude the services of a short-term advisor and a program

of participant training.

U.S. Technicians: One Export Marketing Advisor under a
one year $30,000 contract with the Council for Inter-
national Progress in Management (CIPM); one Agricultural
Export Marketing Advisor; 10 short-term specialists on the
specific export items for L-5 months each.

Participants: 50 officials of the Export Development
Fund will receive 1-2 months training in the marketing of
wood, meat, fish and textiles.

Other Costs: Local travel and per diem; audio-visual
aids and teaching materials for use in training local
personnel.

ports. During the first 6 months of its existence, over
U.S. DOLLAR COSTS (In Thousands) PRINCIFAL CONTRACTORS IRRINEX |
Obligations Expenditures | Unliquidated OBLIGATIONS Council for International
Estimaoted FY 1948 Proposed FY 1969 i

Through 6/30/67{ 1,217 9h3 27h Dw" s P . ?Oﬁzei; in Menagement
E stimated FY 68 279 371 Cost Components AID Total AID Total s Y
Estimated U.S. Technicia 38 155 1193 206 | 206
through 6/30/68 | 1,196 | 1,31 182 | porricipanne . . |16 | 52| 5B 50 | 50

Future Year Estimated Commodities. . . 2 - 2 - nd =

Obligations Total Cost Other Costs . .. 26 - 26 36 = 36
Proposed FY 69 292 393 2,181 Total Obligotions 82 197 | 279 36 256 292
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Country:  COLOMBIA PROJECT DATA TABLE il
PROJECT TITLE ACTIVITY FUNDS
Labor Labor TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
prosECT numeer  D14=13-L410-015 p. 118, FY 68 1A P.D.B. Fy: 1953 ey. 1970

Project Target and Course of Action: To strengthen the
democratic labor movement to represent effectively the
Colombian workers, resist subversion and help meet expecta-
tions for a higher standard of living. The project has two

organizations for training. This center, partially financed
by an A.I.D. grant, is scheduled to begin operation in the
summer of 1968.

FY 1969 Program: Because of delays in the completion of

sub-activities:
(a) Workers' Education: Training of union and campesino
leaders for responsible, union and commnity leadership.
(b) Social Projects: Developing housing and other com-
munity projects to improve social conditions and raise the
worker's standard of living and morale.

the Bogota housing development and because of the benefits
to Colombian union leadership from the advice and training
provided by the AIFLD, the project is being extended for
one year. The ATFID contract will be extended through
December 1969 at the reduced level of $216,000.

U.S. Contract Technicians: ATFID--1 Country Director, 1

A,I,D, assistance is channeled through the American
Institute for Free Labor Development (AIFID).
Progress to Date: Thirty-seven union leaders have been
trained in the U.S. and over 16,000 union members have re-
ceived training in Colombia. The benefits can be seen in
the improved quality of trade union leadership and labor/
management relations since the early 1960's when the pro-
gram began., In particular, to counter Colombia's severe
economic problems and the absence of acute labor strife
have contributed to economic progress over the past year.

The Democratic Trade Union Alliance of the two national
labor confederations, with the help of the ATFLD, in 1965
secured a $2.5 million loan from the IDB for low-cost
housing in Bogota. Of the 1,400 proposed units, only 280
have been constructed. A second housing program of 900
units in 10 other cities financed by an allocation of 20
million pesos of counterpart funds is now underway.

The Campesino Service Center will be used by the AIFLD,
the Federation of Rural Workers, TINCORA and other community

Education Adivosr, 1 Social Projects Advisor.
Participants: In addition to in-country training, 10 Labor

Union Officials will receive short-term training in the U.S.

and Mexico., Selected labor leaders and government officials
invited to participate in labor conferences and seminars
outside Colombia will also receive invitational travel
and/or per diem.

Other Costs: 20 Colombian professional and clerical staff;

instructors' salaries, student travel and per diem, and

office expenses of AIFLD education programs.

U.S. DOLLAR COSTS (In Thousands) FRINCIP AL CONTRACTORS, AOCKETR
Obligotions | Expenditures | Unliquidared ' OBLIGATIONS American Tnstibute for
Through 6/30/67 1340 956 384 Dm‘:"";'::;:{/l%s Dim:’”g::::: 1969 Free Labor Development
Estimared FY 68| 295 352 Cost Components | O | Balec | vorat | " | mbac| Toro
e | 1,595 | 1,308 | ogr | U Tedmeme |
;:'I:gr:':::' $;:;T°c'::' g:’}:’:“;’;:’: : l?TE) 18(; - 155 l5é
Proposed FY 69 | 231 195 2,021 || Toral Obligations | L9 | 240255 | 15 | 216] 231




Country: COLOMBIA PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY o FUNDS
Auxiliary Health Worker Demonstration Health and Sanitation DL(grant )/TA
Project PRIOR REFERENCE (NITIAL OBLIGATION |SCHEDULED FINAL OBLIGATION
PROJECT NUMBER Slh-ll-590-‘150 FY: 1968 FY: 1971

Project Target and Course of Action: The primary purpose
is to obtain information under actual field conditions on
a variety of new and innovative techniques for training
and utilizing auxiliary health workers especially in areas
related to maternal and child health and other priority
programs (demographic) of the National Health Plan. Public
health needs for trained technicians are accelerating
faster than highly skilled personnel can be trained. This
pilot project is designed to test the feasibility of dele-
gating functions traditionally performed by professionals
to auxiliary personnel in order to multiply the effective-
ness of the limited number of doctors and other profession-
al people. The project will be implemented through a
contract with PAHO in conjunction with the Colombian
Association of Medical Schools and the Ministry of Health,
It is anticipated that this project may eventually serve
as a regional training resource if successful methods

for multiplying the effectiveness of public health tech-
nicians are developed.

Progress to Date: This project is an outgrowth of the
National Health Manpower Survey sponsored by the Milbank
Memorial Fund, PAHO, Colombian Association of Medical
Faculties and the Ministry of Health. Further collabora-
tion by these organizations has resulted in the completion
of the project design, implementation workplens and pre-
liminary drafting of the training manuals. The experimen-
tal aspects of this project will concentrate on new
approaches to problems already identified by the Govern-

ment's National Health Plan and will serve to resolve crite-
ical skilled manpower needs not amenable to traditional
solutions, Local contributions include $5,400 from the
Colombian Association of Medical Schools and $225,000 from
the Ministry of Health.

FY 1969 Program: A.I.D. funds will be used primarily for
salaries of full-time local project supervisory personnel

and consultants; travel and transportation costs, including

a limited number of vehicles and translation and printing
costs,

U.S. DOLLAR COSTS (In Thou.cnd') PRINCIPAL CONTRAC TORS/XUEWHKEX
Obligations Expenditures Unliquidated OBLIGATIONS .
_ Estimoted FY 1968 Proposed FY 1969 Pan American Health
Through 6/30/67 - - Cont C orraer Cantest/] Direcr Cpuzs] Organization
_ t Components XKt | Total ota Colombian Association of
Estimated FY 70 20 , °o* AID AID
2rimeted 7Y 08 < Ayt S Medical Schools
Estimated U.S. Technicians ol b had i = =
through 6/30/68 70 20 50 I purricipants .. . - - - - [ 20| 20
Future Year Estimoted Commodities . . . - it s nd 50 20
Obligations Total Cost Other Costs . . - 70 | 70 - 142 | 1L2
- 0 0 a - 212 212
Proposed FY 69 212 )+90 772 Total Obligations 7 7 &
&/ To be funded from Alliance Loans. 118




Country:  COLOMBIA PROJECT DATA TABLE I
PROJECT TITLE ACTIVITY FUNDS
National Education Planning Education TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION|
PROJECT NUMBER Slh-ll-éBO—OBB p.119, FY 68 1A P.D.B. ry. 196l FY: 1972

Project Target and Course of Action: To assist the Minis-
try of Education in the development of an education sector
plan providing a thorough analysis of the existing system
of education and recommendations for integrated major re-
forms in administration, financial support, curriculum,
and teaching and administrative personnel.

A.T.D. is providing advisory assistance to the Colom-
bian Ministry of Education and other education institu-
tions in project formulation and in the implementation of
educational reforms.

Progress to Date: The National Education Planning Study,
initiated in 1963, has provided a general plan for educa-
tional reform which set forth priorities for action pro-
grams. oSeveral sectoral reports have been completed,

i.e. Secondary Education, Agricultural Education, Indus-

physics, and mathematics teaching have also been initiated
by the Ministry of Education with assistance provided by
the Peace Corps and selected Colombian universities.

FY 1969 Program: This project in FY 69 will continue to
provide in coordination with the Secondary Education Proj-
ect short-term advisors to give a maximum input to the
planning capacity of the Ministry of Education. The amount
of assistance will be based on the GOC's expressed needs
and the amount of US and GOC funding available.

U.S. Technicians: (2) Chief and Deputy, Education
Division Officers, short-term contract assistance will be
effected under personal service contracts in the field of
primary education.

Participants: U participants for a total l2-months in an
educatiocnal planning course.

trial Education, Education Statistics, Teacher Education, Cammodities: Demonstration teaching materials.
and have been used by the Ministry of Education to develop Other Costs: 1 bi-lingual secretary, local travel and
education policies. Of particular importance is the com- per diem.
pletion of the secondary education curriculum reform
which will serve as the basis for the development of 19
new comprehensive type high schools throughout the
country. In addition, plans for an expanded in-service
teacher training program to be carried out through the
establishmant of 23 regional education centers are now
being completed. These centers will provide courses to
up-grade subject matter knowledge, and training in im-
proved teaching methods including the use of instruc-
tional materials.
Improved instruction programs utilizing modern biology,
u's_ DOLLAR COSTS (lﬂ Thousonds) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures Unliquidated OBLIGATIONS
stimo Proposed FY 19

Through 6/30/67 566 336 230 Dinjf' Co'::chfy s Direct °PCon"ac' 2 Personal Services
Esrimated FY 68 106 213 j Cost Components AID A?:::;j Total AID Aog':::y Total Contract
Estimated 6?2 5)49 123 U.S. Technicians 58 30 88 ?8 98 116
through 6/30/68 Participants . . . 7z = 7 i = 1

Future Year Estimoted Commodities . . . 2 - 2 2 - 2

Obligotions | Totol €03 H Gpher Costs .. . 2 = 21 10 - 10
Proposed FY 69 135 160 967 Totol Obligotions 76 30 106 7 58 135
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Country: COLOMBIA o PROJECT DATA TABLE Ill
PROJECT TITLE ACTIVITY Tronps ™
Higher Education Education TA
PRIOR REFERENCE T T INITIAL OBLIGATION | SCHEDULED FINAL GBLIGATION,
PROJECT NumBER D1H=15=-660-101 p. 120, FY 68 IA P,D.B, Fy. 1962 fy. 1972

Project Target and Course of Action: To increase the
gquantity and quality of Colombian university graduates,
through more efficient allocation and management of finan-
cial and technical resources.

Through a contract with the University of California,
A.I.D. provided technical assistance to the Association of
Colombian universities in developing a national plan for
higher education.
Colombian Congress, A.I.D. will concentrate limited techni-

Pending final approval of the plan by the

areas: (1) Three advisors from the University of Wisconsin
will study optimum utilization of physical facilities and
improvement in cost accounting at the University of Antio-
quia; (2) Two U.S. scientists will direct seminars on the
teaching of Basic Sciences and study the science program
at four universities.

This project's increased estimated total cost reflects
programs to implement the recommendations which will result
from these studies.

FY 1969 Program: The FY 1969 program will emphasize partici-
pant training in several key areas,

U.S. Technicians: 1 direct-hire Higher Education Advisor;
3 short-term personal services contractors for a total of
$20,000 ending in June 1969.

Participants: 15 professors will receive Masters or PhD
degree science training in the U,S.; 5 participants, one
vear training in library development; 5 officials, 6 to 12
months training in data collection and analysis.
Commodities: Reference books and journals.

Other Costs: Local travel and per diem.

cal assistance in preparing institutions to carry out these
reforms in specialized areas.

Progress to Date: The National Higher Education Plan sets
forth priorities and provides a solid analysis of the major
problems ir. Colombian higher education. In depth studies
for detalled operstional programming must follow,

The Colombian Government's commitment to higher educa-
tion is illustrated in that annual expenditures for higher
education have more than doubled from 1963 to 1966. How-
ever, these increased resources have been used to expand
enrollment, rather than to effect gqualitative reforms.

Chenges, nevertheless, have been made in several
computerized scheduling, elective courses, and student
health and welfare services.

In 1966, a 15 million pesos ($870,000) counterpart
allocation was made to the National University in Bogota
four year expansion and reform plan. Another allocation
of 30 million pesos ($1,850,000) is anticipated in 1968.

In FY 1968, A.I.D. assistance is concentrating on two

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/ AEXIETRE
Obligations Expenditures | Unliquidated OBLIGATIONS
Through 6/30/67] 1,783 1,329 Lsh ’ E'”"é:": Fr/w“ . P'”g::‘:r:: 1969 University of California
N Cost Components D-rn[;:' &w Totol DXI.DC' 20ReK Total
Estimated FY 48 7 249 Al XPRHX .
g g 0T L8 Personal Services Contractq
Estimated U.S. Technicians 2 - 2 2 2
through 6/30/68 | 1,860 1,578 282 |l porsicipants ... |81 = I8 160 - 150
Future Yeor Estimoted Commodities . . . - - - 31 - 31
Obligations Total Cost Other Costs 1 = 1 2 i = 2
Proposed FY 69 221 420 2,501 Totol Obligations | 77 - 77 | 201 20 | 221
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Country: COLOMBIA PROJECT DATA TABLE il
PROJECT TITLE ACTIVITY FUNDS
Secondary Education Education TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEOULED FINAL OBLIGATION
proJecT numeer  5111-11-650-119 p.121, FY 68 LA P.D.B. Fy: 1968 Fy: 1972

Project Target and Course of Action: This project seeks
to assist the GOC in basic reform of public, secondary
education. The traditional emphasis on academic subjects
has not produced the balance between academic and voca-
tional and other skills needed for developing a country.

Under plans now being drawn up by the Ministry of Edu-
cation, at least 19 comprehensive high schools will be
constructed, with some scheduled to be in operation by
1970. The schools will have a modern curriculum which
will include general education and commercial and indus-
trial arts, agriculture, and other vocational skills.

Colombia has requested a loan of $1L.0 million fram the
International Bank for Reconstruction and Development
(IBRD) to cover the cost of constructing the first ten of
these schools, and IBRD officials have indicated they
foresee approval of this request within the next few
months.

Curriculum Reform: The first phase of A.I.D. assistance
to this project, Curriculum Reform, will invelve contract
technical advice of approximately 18 man-years (this in-
cludes 8 full-time advisors for two years totaling 16 man-
years and approximately 6 short-term advisors totaling 2
man-years). The full-time advisors will be specialists
in the fields of curriculum development, organization and
administration of secondary education, guidance and coun-
seling, and school plant planning and teacher education.
Sources of recruitment will be through university contract.

Secondary School Administration and Teacher Education:
The second phase will provide under U.S. university con-

tract, advisors to train and guide Colombian administration
of the new schools; also to assist in preparation of needed
teachers by helping selected colleges of education to or-
ganize pre-gervice and in-service teacher training programs.
Progress to Date: In October 1967, the GOC presented an
application to the IBRD for a loan to finance the con-
struction of the first ten high schools. Throughout the
planning for this loan USAID/Colambia played a major role
by providing data on the current secondary education prob-
lems, selecting sites for schools, and working with the
Education Ministry and IBRD. The Mission is providing most
of the technical assistance for this loan. UNESCO will
also cooperate in this project by assisting in the improve-
ment of science, mathematics, and vocational education.

The Peace Corps plans to train Colombian teachers in the
use of new mathematics, biology, chemistry, and physics.
Seventeen school administrators are being trained at the
University of New Mexico in modern administrative tech-
nigues to run these comprehensive high schools, and several
Colombian guidance and counseling participants are also
being trained there.

In FY 1968, the first phase of advisory assistance to
this program, curriculum reform and national planning for
teacher training will begin. FEight long-term advisors in
general curriculum development, vocational education, edu-
cational specifications, teacher education, and guidance
and counseling, and 2 man-years of short-term consultants
will work with the Ministry of Education. These additional
advisors in teacher education will begin preliminary work

U.S. DOLLAR COSTS (ln Thousands) PRINCIPAL CONTRAC TORS/AEKXKKEX
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimated FY 1968 Proposed FY 1969 University of New Mexico
Through 6/30/67 - - h Direct |Contract/ Direct [|Contract
Estimared FY 48 6[}8 150 Cost Components AID ; Total AlD —— Total Florida State University
Estimated U.S. Technicions 28 )-l38 Ll—éé 28 50)4 532
through 6/30/68 6L|.8 150 )498 Participants . . . 7 lLLL} 151 60 67 127
Future Year Estimated Commodities . . . 15 - 15 20 - 20
Obligations Total Cost Other Costs . .. 16 b 16 21 - 21
Proposed FY 69 700 13550 23898 Total Obligations 66 582 6L8 |L29 571 700
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Country: COLOMBIA PROJECT DATA TABLE Il

PROJECT TITLE ACTIVITY FUNDS
Secondary Education Education TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
prosec T numser  O1L-11-650-119 p.121, FY 68 LA P.D.B. Fy: 1968 Fy: 1972

with selected university faculties of education. These
advisors will be funded under one or more university con-
tracts, yet to be determined.

FY 1969 Program: The final obligation date is being
extended to FY 1972 because the detailed studies pre-
requisite to Colombia's concluding negotiations for a con-
struction loan fraom the IBRD have required more time than
anticipated, and technical assistance will be required
for the early stages of the schools! operations.

U.S. Technicians: Three contracts with U.S. universi-
ties will be effected to provide approximately 9 special-
ists to advise Colombian selected Colleges of Education
in the preparation of teachers and other personnel for the
new comprehensive secondary high schools and for other
Colambian secondary schools. Advisors will also advise
the faculties of the new comprehensive high schools in
the areas of management, administration, class scheduling,
and related fields. &.I. provides 1 Secondary School Adv.

Participants: 23 participants (10 direct and 13 contract)
will study in the U.S. and third countries in such areas
as teacher extension activities, gulidance counselling,
school administration, and attend special masters degree
programs in mathematics, chemistry, industrial arts, and
commercial. education,

Commodities: Class, laboratory supplies and equipment.

Other Costs: Local travel, per diem, and miscellaneous
support costs.
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Country: COLOMBIA PROJECT DATA TABLE il
PROJECT TITLE ACTIVITY FUNDS
Tax Administration ' Public Administration and Public Safety TA
PRIOR REFERENCE INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION
|prosect numeen  514-11-750-100 p.12L, FY 68 LA P.D.B. Fy: 1963 Fy. 1970

Project Target and Course of Action: To assist the Minis-
try of Finance to improve methods of identifying and in-
vestigating tax liabilities, to speed up the liquidation
of new returns, to insure prompt collection of all taxes,
to develop and improve systematic training of Tax Division
Personnel, and to simplify tax laws to permit more effi-
cent administration and enforcement.

Progress to Date: Total tax revenues increased 32% in
real terms fram 1965 through 1967. As part of its efforts
to increase domestic resources for development, the GOC
adopted a sales tax in 1965 and withholding tax system in
January 1966. Income tax collections for 1967 produced an
estimated 2.5 million pesos in revenue and therefore met
the target of a 10% increase over the 1966 collections of
2.2 million pesos.

As a result of the camputer programming of income tax
returns, instituted in 1965, backlogs of several years re-
turns have been eliminated in the Bogota district and in
other large districts. During 1967, computer-produced
registers of income taxes collectable were made available
to the Bogota district. These registers, incorporating
approximately 250,000 individual accounts, replace out-
moded hand and machine posted account cards and provide a
safeguard against the loss of accounts and the falsifi-
cation of amounts posted. A new, and larger computer was
installed in December 1967. The additional capacity of
this computer will permit substantial expansion of serv-
ices to other regional offices.

The investigations program of the Sales Tax Division,

initiated in 1967, produced additional revenues of 12.6
million pesos. Other tax investigation activities in 1967
produced 75 million pesos more revenue than the 1966 in-
vestigations, and with no increase in staff.

FY 1969 Program: The PASA with the U.S. Internal Revenue
Service which provided the services of 7 long-term advisors
in FY 1968 will be reduced to 5 in FY 69.

U.S. Technicians: PASA ($180,000) 5 long-term IRS
advisors in Collection, Audit, Data Processing, and Organ-
ization and Methods.

Participants: 5 participants will receive 1-2 months
training in Audit Supervision and Tax Payer Information
Services.

Cormodities:
equipment.

Other Costs: Local travel, 1 local interpreter, 1 bi-
lingual secretary.

Instructional Materials, demonstration

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CON TRAC ToRsHIRERNEN
Obligatians Expenditures | Unliquidated OBLIGATIONS
Estimated FY 1968 Proposed FY 1969
Through 6/30,67] 1,067 975 92 . — Internal Revenue
Cost Components DATS' Other Tatal Xﬁ; ther Total X

Estimated FY 48 300 354 Agency Agency Service
Estimoted U.S. Technicians - 253 | 253 - 180 | 180

theough 6/30/68 | L9367 1,329 B_| paricipants . .. |29 _ | 25| 10 - 10

Future Year Estimoted Commodities . . . 5 = 5 5 -
o ] Ovtigetiens | TetelCost N i grCosts ... 2T | -1 17} 17 - 17
Proposed FY 69 212 195 l,??h Total Obligations Ll? 253 300 32 180 212
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Country: COLOMBIA PROJECT DATA TABLE {ll
PROJECT TITLE ACTIVITY FUNDS
- . Public Administration and Public Safety TA
CuStoms AdInlnlStratlon PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PROJECT NUMBER 51.)4-1_1_—750—]_]_5 De. 123, Y 68 IA P.D.B., FY: ]_965 FY: 1071

Project Target and Course of Action: To improve Colombian
Customs' administrative procedures, examination, classifi-
cation and appraisal practices, and investigation and en~
forcement activities. A PASA team from the U.S. Bureau of
Customs will serve as advisors. If this project is suc-
cessful, Colombia will increase substantially customs
duties, suppress illegal importations and prevent fraud and
collusion, Additionally, the goal for 1968-69 is to aid
importers by reducing the current entry time of merchandise
by 50%.
Progress to Date: The project has already developed impor-
tant administrative tools for the improvement of the Colom-
bian customs service. For example: (1) Under the project
all current customs' regulations were recently compiled,
published and distributed. Previously, inadequate distri-
bution of regulations and changes resulted in differing
procedures among ports of entry., (2) A reform was made
of the auction system for contraband goods. (3) An elite
investigation unit has been established and the training
of members of this unit is underway in FY 68. (L) A new
training school for customs officers has been established.
Utilizing the assistance of a U.S. advisor, a central
Customs laboratory was established. This will facilitate
better appraisal of a large variety of industrial chemical
imports. In connection with this program, three Colombian
chemists received training at the U.S, Bureau of Customs

laboratories, ) )
In FY 68, the first course, for merchandise appraisers,
and enforcement personnel was held in the new training cen-

Other Costs:

ter for customs officials. By the end of FY 68, a total of
70 officials will have completed training courses at the
school.

During 1967, the Special Investigations Division of the
Customs Directorate, established by law in 1963, was finally
put into operation. The 22-man staff, has conducted a total
of 283 investigations which have resulted in the seizure of
illegally imported merchandise worth approximately $1,800,000.
FY 1969 Program: In an effort to upgrade the Customs Direc-
torate, an increase in the participant training program is
planned. The PASA with the U.S. Bureau of Customs will be
reduced by one man in FY 1969,

U.S. Technicians: PASA ($136,000)--4 long-term Bureau of
Customs Advisors in Administrative Procedures, Examination,
appraisal techmiques and enforcement activities,
Participants: U8 Customs Officials for 2 months course in

Overall Customs Operations; 12 appraisers, 5 week course in

Classification and Value Operations; 7 investigators, 9

week courses in Customs Enforcement and Investigation; 13
administrators, 2 months courses in Customs Field Operations;
3 chemists, 3 month courses in laboratory Methods and Opera-
tions.

Local travel, per diem and supplies.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL RRICKKACT PR AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS
155 123 30 Estimated FY 1968 Proposed FY 1969
. ] i [ S f
Through 6/30/67 2040 2)4,5 Cost Components DAT[;' Other Total DAT[;' Other Total u.s Bureau o Customs
Estimated FY 68 Ag.,,cé z Ag;-ncé z
- ici - 15 15 - 3 13
Estimated U.S. Techniciaons
through 6/30/68 395 368 27 Participants . . 70 - 70 96 - 96
Future Yeor Estimoted Commodities . . N - L N - L
Obligations Total Cost Other Costs . 10 - 10 10 - 10
Proposed FY 69 2L6 175 816 Total Obligations 84 156 2ko 110 136 2L6
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Country: COLOMBIA PROJECT DATA TABLE i
PROJECT TITLE ACTIVITY FUNDS
Public Safety Public Administration and Public Safety TA
PRIOR REFERENCE iNlTIAL C;BLIGATION SCHEDULED FINAL OBLIGATION
orosect numsen  S1l=11-710-066 p. 125, FY 68 IA P.D.B. Fy. 1963 fy. 1970

Project Target and Course of Action: Through training and
limited commodity assistance, this program seeks to improve
the capability of the National Police and Investigative
Police (DAS) to maintain law and order and to counter
guerrilla and bandit activities. A.I.D. assistance seeks
to improve mobility and communications, modernize police
small arms and improve ability to use them, and to improve
investigative techniques to upgrade police administration.
Progress to Date: In 1967 the President signed a decree
to improve organization of the National Police and to
provide more widespread inspection procedures. Another
decree gave the National Police reponsibility for investi-
gation of common crimes. A,T.D. is helping in the organi-
zation and training of personnel for investigative units,

Special National Police task forces in major cities
have received intensive riot and crowd control training.
Six hundred National Police personnel have received train-
ing in leadership and supervision. Since FY 63, over $2.7
million worth of communications equipment, small arms and
vehicles have been provided based on surveys. Instructor’'s
training in marksmanship and firearms safety has been pro-
vided to 1,048 key personnel.

Police vehicles in service on patrol in Bogota have
been increased from 5% to 60% and patrol systems have been
established on a self-help basis in seven key cities.
Tactical, urban FM radio nets for use in riot control and
crime surveillance operations have been established in six

tions systems have been completed in 10 departments and
are in progress in three more.

As a result urban terrorism and the traditional rural
violence have been reduced, with bandit gangs declining
from over 500 in 1962 to less than 100 in 1967 and citizen
deaths from such violence declined from 2,270 to under
1,000,

FY 1969 Program: A,T,D, assistance to the National Police

and DAS will be continued at approximately the same levels
in FY 1968 and FY 1969.
U.S. Technicians: 8 direct-hire advisors in the fields of

Investigations, Training, Communications, Vehicle Mainte-
nance, and Municipal Police Development.

Participants: 25 officials, 5 months training at the
TInternational Police Academy; 1 Investigator, 4 months
training at the FBI National Academy; 1 technician, a 10-
month course in Telecommunications Management; 1 official,

6 months' course in Vehicle Maintenace and Fleet Manage-
ment,
Commodities: Telecommunication equipment to complete in-

stallation rural tactical radio network, and riot control
equipment,

Other Costs: DPer diem and local travel.

cities. Installations of rural tactical radio-communica-
U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidoted OBLIGATIONS
Estimated FY 1968 Proposed FY 1969

Through 6/30/67 )4)052 3’l’ll9 633 Direct |Conteact/] Direct |Contract
Estimated FY 68 330 563 Cost Components AID z'::crx Total AID AOQT:‘:Y Total
Estimated U.S. Technicians 167 - 167 167 - 167
through 6/30/68 u’382 3’982 400 Participants . . . 66 i & 68 - 68

Future Yeor Estimated Commodities . . . 76 - 76 72 = 72

Obligations Totol Cost Other Costs . .. 19 - 19 19 s 19
Proposed FY 69] 326 482 5,190 Total Obligatians | 330 - 1,330 | 326 - 326
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Country: COLOMBIA

TABLE I

PROJECT TITLE

Urban Development

PROJECT NUMBER

514-15-850~058

Project Target and Course of Action: To improve planning,
coordination, and implementation of programs in urban
development and housing.

A.I.D. technical assistzice will include:

(1) Urban Development Planning: Assistance to the
national and selected urban area governments in formulating
urban development plans and the allocation of public and
private resources.

(2) Low-Cost Housing: Assistance through the Founda-
tion for Cooperative Housing Company (FCH) to the Govern-
ment's urban housing agency, the Instituto de Credito
Territorial (ICT) (a) to increase the level of low-cost
housing units to 35,000 annually by 1972; (b) to provide
public utilities and social services in slum areas; (c¢) to
strengthen ICT 'social program,

(3) Cocperative Housing: Technical assistance through
tiie FCH to assist private cooperative institutions.

(4) Savings and Loan: Technical assistance in estab-
lising a saving and loan system capable of mobilizing in-
creasing amounts of private capital for financing housing.

(%) Investment Guaranty: Monitor A.I.D. housing
projects.

Progress to Date:

(1) Urban Planning: In 1967, the President appointed
& committee for the study of urban development problems.
£.T,D. is supplying short-term consultant services to the
cormittee,

(2) Low-Cost Housing:

To date, ICT has constructed

PROJECT DATA N
ACTIVITY FUNDS
Community Development, Social Welfare and Housing | TA
PRIOR REFERENCE o “ INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION
_p. 127, FY 68 IA P.D.B. Fy: 1962 fv: 1970

over 100,000 units and recently it drafted a four-year
plan under which over 130,000 howsing units will be con-
structed by the end of 1970. Improved ICT mortgage col-
lection will be sought by helping ICT to analyze the causes
of delinguency and to formulate more effective collection
procedures,

(3) Cooperative Housing: Agreement was reached with the
Federation of Housing Cooperatives on a mortgage adjustment
system which will enable the Federation to maintain the
approximate value of its revolving fund against inflation,
while avoiding undue financial burden on the families who
occupy the houses.

(4) savings and Loan:

Tegislation was adopted in

"1965 but needs modification to increase its effectiveness.

(5) Investment Guaranty: The first Housing Guaranty
was completed in 1967, 1,569 houses being constructed.
Two projects for an additional 2,950 houses are under con-
struction.
Y 1969 Program:

U.S. Technicians: Direct-Hire: 2 Urban Development Advisors.
Contract: Low-Cost Housing Advisor for 1 year; Housing Fi-
nance Advisor for 1 year; Short-term advisors from the FCH
for $70,000 with an estimated termination in September 1970.

Participants: 3 participants, 2 months training in urban
ITannlng, , one month tralnlng in Urban Community Develop-
ments one month training in Savings and Loan Development.

Other éOStS 2 bi-lingual secretaries; travel, per diem;
training aids.,

U.S. DOLLAR COSTS (In Thousunds) PRINCIPAL CONTRAC TORSANGENTIES
T (‘)sngl;OTl;nl ,“ Expenditures | Unliquidated OBLIGATIONS .
o0 1 0 Estimoted FY 1968 Proposed FY 1969 Foundation for Cooperative
1 2 1,012 21 . ontroc . Contra 1

| Through 6/30/67} -2 2 Cost Components | Djst Copwroct/| Direct | 2 ot/ Housing Compeny
Estimoted FY 68 98 233 Agency . - bogere 5
Estimoted U.S. Technicians 30 51 1 2 70 12
[ through 6/30/68 1,320 1’2)45 75 Participants . . . 8 - 5 15 = 1

Future Year Estimated mmodities . . ., s - = = s had

o | BATEL | et b5
Proposed FY 69 | 159 268 1,747 | Yotal Obligations | 47| 51| 98] 89| 70} 15
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Country: COLOMBIA PROJECT DATA TABLE 11t
PROJECT TITLE ACTIVITY FUNDS
Training for Improved Planning and General and Miscellaneous TA
Implementation PRIOR REFERENCE INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION|
prosecT numsen  5111-15-990-11,8 p.122, FY 68 LA P.D.B. Fy: 1967 FY: 1971

Project Target and Course of Action:

To improve Colam-

bian capability in planning and implementing programs
essential to Colombian economic and social development.
Training will be provided to carefully selected Colom-
bians in specialized academic subjects or techniques,
where such training is not directly related to specific
projects included in the country program and is not other-
wise available.

Progress to Date:

This project was initiated in FY 1967.
To date five participants have been funded to study such

fields as economic development, general economics, and
business administration for periods averaging one year.
FY 1969 Program:

Particigants:

10 in fields connected with economic

development and not linked to specific projects.

U.S. DOLLAR COSTS (In Thousands)

Cost Components

U.S. Technicians

Participants . . .

Cammodities . . .

Other Costs . ..

Proposed FY 69

Obligations Expenditures | Unligquidated
Through 6/30/67 23 2 21
Estimated FY 48 30 LI.O
Estimated
through 6/30/68 53 L2 11
Future Year Estimated
Obligations Total Cost
60 2L0 353

Total Obligations

OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969
. C . Contract
DATDC' aOnt'l:::' Total DAr'eDc' Othes Total
Agency Agency
30 - 30 60 - 60
30 - 30 60 - 60

PRINCIPAL CONTRACTORS/AGENCIES
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Country: COLOMBIA PROJECT DATA TABLE I

PROJECT TITLE ACTIVITY

FUNDS

Special Development Activities General and Miscellaneous TA

PRIOR REFERENCE

PROJECT NUMBER

INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION

51)1-15-990-092 p. 126, FY 68 LA P.D.B. Fy: 196} FY:  Conbinuing

Project Target and Course of Action: To provide assist-
ance to projects of immediate social and economic impact
sponsored and initiated by Colombian cammunity organiza-
tions but which require limited financial support to
bring the undertakings to successful completion.

The criteria used in reviewing requests for assistance
are:

1. Clear identification of project objective and rea-
sonable assurance that the sponsor can complete. the
project.

2. Demonstrated self-help through actual financial, ma-
terial, or labor contributions.

3. Identification of the short-fall that limits success-
ful completion.

L. Evidence that the external requirements are non-
repetitive and that the community or organization has the
capacity to service or maintain the project in operation,
once completed.

5. Community impact value of the project and the degree
1o which A.I.D. acsistance will increase community aware-
ness of the Alliance for Progress.

Progress to Date: Since the Program began in FY 196},
tlie Special Projects Fund has donated $220,000 in cash
and materials to 210 separate projects. These projects
have been widely scattered throughout Colombia, and it
is estimated that roughly 500,000 Colambians have bene-
fitted from them. Consistently, local self-help contri-
butions to the projects exceed the value of A.I.D.'s
input.

Recent examples of projects assisted by the Fund are:

(1) a $2,L62 grant was made to a Community Action group
in Ospina Perez, Cundinamarca, to help finish a rural
water system. This system will benefit approximately 50
families.

(2) a $615 grant to the agricultural union in Rovira,
Tolima, helped finish a community center which will house
the groups.

(3) a $1,785 grant was made to the community action
Junta of Sativanorte, Boyaca, to help with the construc-
tion of a 60 room Vocational Agriculture School for 150
students.

FY 1969 Program:

Other Costs: Procurement of locally manufactured sup-
plies and equipment as well as local contractual services,
and the payment of shipping costs of items procured in the
United States.

U.S. DOLLAR COSTS (in Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligotions Expenditures Unliquidated OBLIGATIONS
Estimated FY 1968 Proposed FY 1969
Through 6/30/67 250 183 67 Direct |Contract/] Direct |Controct
Cost Components AID Other Total AID Other Total
Estimated FY 68 50 95 ) Agency Agency
Estimated 00 278 00 U.S. Technicians = = = =
through 6/30/68 3 ! Participants . . = - = = =
Future Yeor Estimoted Commodities . . — hd - hd = b
Obligations Totol Coast Other Costs . . . SO - go 50 - 50
- - . . - - 0]
Proposed FY 69 >0 Continuing Total Obligations 50 SO SO 5
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Country:  COLOMBIA PROJECT DATA TABLE 1l
PROJECT TITLE ACTIVITY FUNDS
Technical Support Technical Support TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION]
PROJECT NUMBER 5]:)-1'15'990‘000 p-130, FY 68 LA P.D.B. FY: 195}4 FY: Continuing

Project Target and Course of Action: The objective of
this activity is to provide the support services and
administrative management required at the Mission level
for all program activities, the funding for which cannot
be properly allocated to particular projects. The major-
ity of the personnel are program or administrative person-
nel. Technical support services also are required, in-
cluding rent, utilities, communications, printing and re-
production, supplies, materials, equipment, and mainten-
ance.

During FY 1967, the Mission instituted savings programs
involving a procurement system; local purchase of tires
for the civic action program, utilization of excess prop-
erty in loan programs, increased efficiency in time and
attendance reporting, and in payment of Quarters Allow-

utilities).

will finance 55 direct hire Colombian personnel for one
year each; 2 contract-hire Colombian personnel for one

year each; repairs; maintenance; storage; operations and
repair of program vehicles, rents, communications,

ances.

approximately $100,000 in FY 1967.
FY 1969 Program: In anticipation of the successful nego-

It is estimated that these savings amounted to

tiation of a Trust Fund with the GOC during FY 68 this
project has been reduced $600,000 below estimated require-

ments.

Therefore, projected dollar costs for Technical

Support are substantially below those originally estimated
in last year's Congressional Presentation.
U.S. Technicians:

supplies, vehicle replacement.

Other Costs:

23 U.S. direct-hire technicians
through June 30, 1969.
Commodities:

Household furniture, office equipment and

Minimum contingency in the event sglected
local costs cannot be fupded from Trust Fund (Trust Fund

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969
Theough 6/30/67] 1,385 4,239 16 T —Conract
E Cost Components D"\T[;' Other Total ;\ID Other Total
Estimated FY 68 —]-505]— l, 021 Agency Agency
Estimated U.S. Technicians __.6_73 67 L70 - 1470
through 6/30/68 | 5,436 5,260 176 Participants . . . - - _ _ - _
Future Yeor Estimoted Commodities . . . 9h - 9,4 20 - 20
Wi | ToEon | G TR IO TR s <] 5
Proposed FY 69 L95 Continuing Total Obligations 041 | 10 |1,051| L95 - 1495
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PROJECT DATA SUMMARY

TABLE IV

COUNTRY: COLOMBIA (Dollar Amounts in Thousonds) - Part 2
FY of Through FY 1967 Estimoted FY 1968 Proposed Progrom
|FY'_°'| Sched: - “Tomaon T FY 1969 Future | Estimared
Project Titl Project Number o »'u '\Ji:u ige~ xpendi- dated iga= xpendi- dated Yeor Total
toject Title ject Nu Oblige- 5b]igL_ O'bl g0 E' pendi Obh;:lion O'bl q £ <P “d Oblig'a'ion Funds | Amount |Obligationd  Cost
L 1 tion 1 fiqn ions ures __A776/'30 67 ons uvi 7A76,:}E,76787_ 1l
Agricultural Diversification 514-15-130-098 | 1960 | 1967 1,229 1,031 198 70 198 70 - - -1 1,299
Regional Training 514-11-540-078 | 1963 | 1966 110 88 e - 2e - - - - 110
Educaticnal Television 514-11-680-077 | 1963 | 1966 584 576 & - £ - - - - 58l
Civic Action 514-11-820-099 { 1963 | 1967 | 1,902| 1,k71 %31 - 220 211 - - - | 1,902
Total . ei it iiaiiier s iaaannnan = =
TA i -
SA e -
*New Project—see TABLE IVa DL (gronts) .. .oovvverivenins, -
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STATUS OF DEVELOPMENT LOANS

Coun}ry: COLOMBIA Borrower:

Government. of

>olombia

r'7|:7i7'|¢: ondmNumber of Loan:
Feasibility Studies 514-L-025

Date Authorized: 5-13-63 Date Signed: 6-26-63
. Loon Stetus a3 of 12/31/67 | Loan Terms
(In Thousands of Dollars and Equivalent) Duration . . oo o oo s 40 yrs.
Authorized . . . ... ..... 3,000

Crace Period .. .. .... 10 yrs.
Disbursed . .......... Wt

Interest Rate . . ... ... 3/4%
Repayments . ......... -

Currency of Repayment. . U.s.$
Interest Collected . ... .. 3

Purpose of Loan: To increase Colombia's ability to pre-
sent priority projects for external financing. Feasibility
studies have been financed for specific projects in both
the private and public sectors which contribute most to the
economic development of Colombia, within the following
areas: (1) electric power; (2) transport; (3) agriculture,
including irrigation; (4) water supply and sewerage; and
(5) other areas agreed upon by Colombia and A.I.D. Also,
utilization of up to $1,000,000 was permitted for pre-
feasibility and general area studies having as their prime
objective the identification of potential projects requir-
ing further investigation through feasibility studies.
Physical Status: A contract of $92,500 has been completed
by Weitz-Hettelsater Engineers of Kansas City for an
economic and engineering feasibility study on the storage
and handling of various crops. Work being done by U.S.
firms includes: (1) a $278,600 contract for an irrigation/
flood control study of the Suarez River Basin being prepar-
ed by the Development and Resources Corp. of New York; (2)
a $75,3OO contract for a study of water and sewerage system
for Tulua by Reynolds, Smith and Hills; (3) a $91,000
contract to Barnard and Burk, Inc. for a feasibility study
of water and sewerage systems for Palmira; (&) a $20,000
contract to Camp, Dresser & McKee and to Arthur D, Little
for a study of the second phase of the Bogota sewerage
master plan; (5) a $109,957 contract (partially financed by
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TABLE V

Funds:
YN AFP Loan

other sources) for a study of water and sewerage systems
for Pereira being prepared by Reynolds, Smith and Hills;
(6) a $120,000 contract (partially financed by other
sources) to Barnard and Burk, Inc. for a study of a water
and sewerage system for Armenia; (7) a feasibility study of
a water system for Cartagena being prepared by Greenleaf,
Inc. under a $111,226 contract (partially financed by other
sources); (8) a $220,000 contract (partially financed by
other sources) for a study of the National Airport being
executed by R. Dixon Speas and Assoc.; (9) a study of
erosion control for Bucaramanga being prepared by Boyle
Engineering under a $155,500 contract (partially financed by
other sources). Most of these studies should be completed
in 1968.

Financial Status: Repayments by private and public sub-
borrowers to the Bank of the Republic for studies have been
put into a sgpecial account to be used as a revolving fund
for financing other feasibility studies agreed to by A.I.D.
Host Country Contribution-Procurement Sources: The

Colombian Ministries and autonomous agencies, as well as the
Planning Agency (Planeacion) and Bank of the Republic, have
furnished personnel, office space, and other support to
each study. Services under this loan are being performed
by private firms from the United States and Colombia.*
Comments on Implementation: Colombian bureaucratic problems

and an insufficiency of trained personnel resulted in slow
use of this loan during its first two years. This loan was
originally authorized for $4,000,000. Because of its slow
utilization, A.I.D. deobligated $1,000,000 of the loan in
December 1965. Planeacion was reorganized and strengthened
in 1966, and the new Government has placed increased reli-
ance on this entity for development planning. G.0.C. utili-
zation of this loan greatly improved during 1967. As of
12-31-67 the loan was 14% disbursed. Disbursement authori-
zations totaling 100% of the loan have been made.

*A11l dollar financing of local costs is being provided
through the Special Letter of Credit procedure which ties
these dollars to imports from the United States.



STATUS OF DEVELOPMENT LOANS

Empresas Municipales de Cali

Country: COLOMBTA Borrower:
Title and Number of Loan:
Cali Sewerage 514-I~-029
| Date Authorized:  6-29-63 Date Signed: _ 9-20-63

Loan Terms

Loan Status os of 12/31/67

(In Thousands of Dollars and Equivole;n;'

Duration . . ... ... .. .. 30 years
Authorized . . . .. ...... 3,700 - Two-Step ko years
Grace Period ... ..... 5 years
Disbursed . .......... 898 Two-Step l(l) years
interest Rate . .., . ... 32"7?
Two-Step  3/L4 GP
Repayments .......... - 2% thereafter
Currency of Repayment. . 7, S.$

Interest Collected

Purpose of Loan: To improve and enlarge the existing
sewerage system of Colombia's third largest city, allevi-
ating the current unsanitary conditions caused by the lack
of disposal facilities.

In complementing a $2.5 million loan made by the IDB
in 1961 to expand the water supply system in Cali, the loan
will complete the integration of municipal water utilities
and permit a rational expansion of housing construction,
especially in the areas occupied by low-income groups.

Physical Status: All designs and preparations of contract
bidding documents have been completed.  Fabrication in
Colombia of reinforced concrete pipe under contract has
been completed. A contract has been awarded for the work
under Section D consisting of the construction of facili-
ties of Canaveralejo and Carrera 23,

A1l other work construction sections are in the bid-
ding phase, Bid openings for these sections (other than
for the pumping station) are scheduled for February, 1968,

Financial Status: At the time the loan agreement was

signed the total cost of the project was estimated at $5.5
million, Due to rising costs and increased population to
be served by the proposed improvements, the estimated cost

TABLE V

Funds: AFP Loan

has increased substantially., A local currency loan from
program loan proceeds has been made to the Empresa, and the
Empresa has increased its contribution to assure sufficient
funds for the satisfactory completion of the project, The
loan is guaranteed by the Government of Colombia,

Two Step Process: To help relieve Colombia's foreign debt
service burden in the next few years, agreement was reached
under vhich the Colombian Government will receive loan
payments from the borrower in local currency. GOC will re-
imburse A.I.D. in dollars within LO years, including a 10-
year grace period, with annual interest at 3/& of 1% during
the grace period, and 2% thereafter.

Host Country Contribution-Procurement Sources: The Borrower
will contribute the equivalent of 50% of total project costs.
Equipment, materials, and services financed under the loan
will be procured from the United States or Colombia., The
U.S. dollars covering local currency costs will be used for
procurement of essential goods and services from the United
States.

Comments on Implementation: Following the award of the
first construction contract for Section D, it is expected
progress for the entire project will be considerably accel-
erated. Construction will be initialed on several other
sections of this project in CY 1968.
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Country: COLOMBIA

STATUS OF DEVELOPMENT LOANS TABLE v

Borrower: Government of Colombia

Funds: AFTP Toan

Colombian technicians. All goods and services financed by
the loan are being procured from the United States. Dollars

used to finance any local costs are tied to U.S. procurement

through Special Letter of Credit procedure.
Comments on Implementation: Some initial indications of

phosphate deposits, highly important for agricultural develop-
ment, caused a greater emphasis to be placed on the explora-
tion and detailed outlining of these deposits, Additional
evidence of economic phosphate deposits was discovered in

CY 1967. This sector will be emphasized during CY 1968. As
of 12-31-67 this loan had been 35% disbursed and disburse-
ments of an additional 25% of the loan had been authorized.

Title and Number of Loan:
Mineral Resources Survey 514-I-030
—B;;_A;f}{o;i;ed: 6=29-63 Date Signed: 11-14-63
Loan Stotus as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration . . .o v oo . 40 years
Authorized . . . ... ..... 2,000
Grace Period .. . ... .. 10 years
Disbursed . .......... 716
Interest Rate . . ... .. "L 3/4%
Repayments .. ........ -
Currency of Repayment . . UsSe$
Interest Collected . ... .. 5

Purpose of Ioan: To assist the Colombian Ministry ef Mines
and Petroleum in the further exploitation of the mineral
resources required for industrialization by financing the
foreign exchange costs of U.S. techniclan salaries, contract
services (chiefly photogeological), laboratory equipment and
10 scholastic years of graduate scholarships in the U.S.

Data production includes photogeological mapping, field
and laboratory investigations, and mineral exploration and
complements work in this field by the U,S. Geological Survey,
the U.N, Special Fund, and work financed by an A.I.D, grant
for a Basic Resources Survey.

Physical Status: The photogeology contract with a U.S., firm
has been completed and field investigations, under super-
vision of U.S. technicians from U.S. Geological Survey, are
progressing well, Reconnaissance geological data is being
produced; Colombian geclogists are receiving advance training
in the U.S.; and the technical and administrative capacity of
the Colombian Geological Survey is being strengthened.
Financial Status: Originally disbursements were delayed
because bills were not submitted on a timely basis.

Host Country Contribution-Procurement Source: The Govern-
ment of Colombia is contributing the equivalent of
$1,559,591 to finance all local costs associated with the
purchase cof equipment, laboratery services, and salaries of
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STATUS OF DEVELOPMENT LOANS

Country: COLOMBIA
Title and Number of Loan: . .
Rural Electric Cooperatives 514wL~035
e
Date Avthorized: L4=7-6L Date Signed: 5-11-6l4
Loon Stotus as of 12/31/67 Loon Terms
(In Thousands of Dollars and Equivalent) |y (o0 35 years
Two-Step U0
Authorized . . . ... ... .. 1,300 O=SLEp years
Grace Period . ... .... 10 years
Disbursed . .......... 377 Two-Step 10 years
Interest Rate . ....... 2‘7
Two-Step 3/&% GP
Repayments ... ....... - 2% thereafter
Currency of Repayment. . (J, 35, $
Interest Collected . .. ... 2

Purpose of the Loan: To establish three pilot rural elec=-
tric cocoperatives as a means of determining the feasibility
of utiliring ccoperatives for carrying out a rural electri-
Pication rrogram in Colombia.

Thiree cooperatives of Tibu, Palermo, and Sevilla-Caice-
donia {Se-Ca) #ill make electricity available to 10,000
Tarms and small rural business firms and will thereby not
only permit greater agricultural efficiency through the use
of’ electric irrigation equipment and refrigeration of
produce, but will enable produce-handling and manufacturing
industries to ectablish themselves close to the source of
supply.

The project is the result of a study completed in
November, 1962, by three U.S. specialists under an A.I.D,
National Rural Electric Cooperative Association (NRECA)
contract.

Physical Status: The Tibu and Palermo cooperatives first
served their members in 1966. At the end of December, 1967,
about 69% and 87% of their respective anticipabed 10-year
membership were receilving service., Delays in obtaining
materials from the U.S. will slow construction of the
balance of those systems., The Se-Ca cooperative plans to
begin serving some members in carly 1068, Difficulties in
obtaining materials and substation sites have delayed con-
struction. Completion of all three cooperatives is expected

Borrower: Electraguas (Water and Electric Power Institute)

TABLE V

Funds: AFP Loan

by the end of 1968.
An NRECA Specialist has been supervising the projects
since May, 1966.

Financial Status: Full disbursement is planned by the end

of CY 1968.
of Colombia.
Two Step Process: To help relieve Colombia's foreign debt
service burden in the next few years, agreement was reached
under which the Colombian Government will receive loan pay-
ments from the borrower in local currency. GOC will reim-
burse A,I.D, in dollars within 40 years, including a 10-year
grace pericd, with annual interest at 3/4 of 1% during the
grace period, and 2% thersafter,

Host Country Contribution-Procurement Sources: The Borrower
will contribute $396,614 to the construction of the coopera-
tives and their distribution systems.

Equipment, materials, and services financed under the
loan will be procured from the United States or Colombia.
U.S. dollars used for local currency costs of the projects
will be used for procurement of goods and services in the
United States.

Comments on Implementation: Meeting Conditions Precedent was

The loan funds are guaranteed by the Government

complex due to documentation required between cooperatives
and borrowing agencies, Cauca Valley Corporation (CVC) and
Centrales of Electraguas, Colombia's nation-wide power
authority, Innumerable delays in organizing the cooperatives,
arranging for materials and construction have caused delays.
Completion is now expected by the end of CY 1968.
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STATUS OF DEVELOPMENT LOANS

COLOMBIA
Title and Number of Loan:

Country: Borrower: Empresas Publicas

Medellin Sewerage  514-L1-036
Date Signed: 7-18-6’4—

Date Authorized: 5-15-6L

~_Loon Status as of 12/31/67 Loan Terms

(In Thousands of Dollars and Equivalent) Duration 10 years

Avuthorized . . . ... ..... 250 Two-Step 40 years
Grace Period . . .. . ... 5 years

Disbursed .. ......... 110 Two-Step 10 years

[ Interest Rate . . ... ... 3%%

Repayments . ......... - Two-'Step 3/4% GP; 2% g?%rﬁ-
Currency of Repayment . . U.S.%

Interest Collected . .. ... -

Purpose of Loan: To finance engineering services related

TABLE V

vde Medellin Funds: AFP Loan

the grace period, and 2% thereafter,

Host Country Contribution-Procurement Source: In March
1966, a local currency loan of $14,000,000 pesos was made
by the GOC to the Empresas from program loan generated pesos.
With these funds and those contributed by the Empresa, suf-
ficient funds are available to assure successful completion
of the project. The A.I.D. loan represents about 14% of the
total project cost, the local currency loan 58% and the con-
tribution by the Empresa 28%. The entire project totals
$2.2 million and is expected to be completed in CY 1968,

The loan funds are guaranteed by the Government of Colombia.
Engineering services financed under this loan have been pro-
cured in the United States from Greeley and Hansen of
Chicago, Illinois.

Comments on Tmplementation: After some delay in satisfying

to construction of an improved sewerage system which will
prevent pollution of many small streams and the Medellin
River. Currently the raw sewage, industrial refuse, and
sanitary wastes are being removed through natural waterways,
open canals, and storm sewers that run through the city and
into the Medellin River. The project is based upon a re-
port and preliminary engineering study performed by the
Chicago engineering firm of Greeley and Hansen.

Physical Status: Work was initiated on the project during
March 1966, and, as of January 1, 1968, the preparation of
engineering design and bid documents was virtually completed.
The construction aspects of the project (not being financed
by the A.I.D. loan) are progresssing satisfactorily.

Financial Status:
larly.

Disbursements are now being made regu-

Two Step Process: To help relieve Colombia's foreign debt
service burden in the next few years, agreement was reached
under which the Colombian Government will receive loan pay-
ments from the borrower in local currency. GOC will reim-
burse A,I.D., in dollars within 40 years, including a 10-
year grace period, with annual interest at 3/4 of 1% during
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the conditions precedent, work is progressing satisfactorily
and no implementation problems are foreseen. As of 12-31-67
the loan had been L4li% disbursed, and disbursements totalling
100% of the loan had been authorized.



STATUS OF DEVELOPMENT LOANS
Empresa de Acueducto y Alcantarillado de Bogota

Country: COLOMBTA Borrower:
Title and Number of Loan: . . .
Engineering Services Bogota Sewerage
514~1=037
Date Authorized: 5=15-64 Date Signed: 7-18-64
Loan Status as of 12/31/67 Loan 'Tornu
(In Thousands of Dollars and Equivalent) Duration .. oo oo, 10 years
Two-Step 40 years
Authorized . . ... .. .. .. 450 P y
Grace Period . ... .... 5 years
Disbursed .. ......... 76 Two-Step 10 years
Interest Rate . .. .. ... 3%‘%
Two-Step 3/4% GP
Repayments ... ....... - 2% thereafter
] Currency of Repayment. . 7. 5.$
Interest Collected . .. ... -

Purpose of Loan: To provide engineering services for a
project to expand and improve the sewage collection and
treatment facilities in the Sanitary District of Bogota,

and to Tinance the acquisition of maintenance equipment
required for construction of the project. The project, the
result of a Master Plan Study performed by the engineering
firm of Camp, Dresser, and McKee, calls for the construction
of 19.2 Km., of interceptor sewers in Bogota. This improve-
ment to the existing system will alleviate existing unsani-
tary conditions in the low-income areas and will complement
an A.I.D. loan for low-cost housing (I~026), which was
completed in 1967.

Physical Status: A,I.D,-financed engineering services are
being provided by Camp, Dresser, and McKee. They have com-
pleted their responsibilities as design consultant, and are
now supervising construction (which was 30% completed by
12-31-67). Whenever possible, maintenance equipment has
been procured from the excess property stocks of the U.S.
Government.

Financial Stabus: Disbursements are now being made regularly.

Two Step Process: To help relieve Colombia's foreign debt
service burden in the next few years, agreement was reached

TABLE V

Funds: AFP Loan

under
ments
burse

grace
grace

which the Colombian Government will receive loan pay-
from the borrower in local currency. GOC will reim-
A.I.D. in dollars within 40 years, including a 10-year
period, with annual interest at 3/4 of 1% during the
period, and 2% thereafter.

Host Country Contribution-Procurement Source: The A.I.D.
loan represents about 3% of a $14.5 million project. For
the balance, 34% will come from local currency loan funds
generated by A.I.D. program loans and 63% from the contri-
bution of the Empresa. The A.I.D. loan funds are guaranteed
by the Government of Colombia.

Engineering services financed under this loan are being
procured in the United States.

Comments on Implementation: Implementation was initially
delayed because the Government did not have sufficient
counterpart funds to loan to the Empresa for construction
of the sewerage system.
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STATUS OF DEVELOPMENT LOANS

Borrower:

Country: COILOMBIA
Title and Number of Loan:

Private Investment Fund (PIF)

- 514-1-040
Date Authorized: 6-13-6k Date Signed: 12-23-64
) Loan Stotus os of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) f 5 (. - 15 years
Two-Step 4O years
Authorized . . . ... ... 10,000
Crace Period . ....... 5 years
Two-Step 10 years
Disbursed . .......... 5,052 51
(]
Interest Rﬂ&’o;Sﬁép' ce 34{% ap
Repayments .......... - 29 thereafter
Currency of Repayment. . U,S.$
Interest Collected . ... .. 13

Purpose of Loan: To cover all or part of the foreign
exchange costs of high priority projects financed by PIF
through its operating arms, e.g., commercial banks and
investment corporations. It will make available to
Colombian private investors engaged in export expansion or
import-substitution oriented industries, credits with 3 to
15 year maturities at rates of interest from 12-14% (de-
nominated in local currency). By making these credits
available for foreign exchange costs alone, the loan will
reduce the short-term nature of sublenders' suppliers'
credits and will in all likelihood result in additional U.S.
exports to Colombia.
has been the peso equivalent of $L45 million generated by
A.I.D. program loans (Loans 024, 032, 039, and OLkL),

The loan also complements a credit line to the Banco de

la Republica by the IDB and the Netherlands, and a loan
from the IBERD received in 1966,

Physical Status: The Private Investment Fund is an existing
and well functioning organization. In the years following
its founding in February 1963, the PIF has approved loans
for projects in the agricultural, manufacturing, and
chemical industries. As part of the project review, A.I.D.
technicians evaluated the policies and operational proce-
dures of the PIF and incorporated their recommendations

Banco de la Republica

LRy
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into the loan covenants,

Financial Status: This loan is disbursing regularly. The
loan is guaranteed by the Government of Colombia. ILetters
of commitment have been opened for the -full amount of the
loan.

Two Step Process: To help relieve Colombia's foreign debt
service burden in the next few years, agreement was reached
under which the Colombian Government will receive loan pay-
ments from the borrower in local currency. GOC will reim-
burse A.I.D. in dollers within 40 years, including a 10-year
grace period, with annual interest at 3/L of 1% during the
grace period, and 2% thereafter.

Host Country Contribution-Procurement Source: The PIF, as
an existing institution, will commit to the overall project
its other resources totalling $110 million.

Equipment, materials, and service financed under the
loan are being procured from the United States.

Comments on Implementation: A 1965 shortage of local

currency to complement the dollars of this loan reduced
PIF's ability to utilize fully these loan funds. Recent
allocations of program loan peso proceeds have enabled PIF
to become a more active lender, as indicated by the step-up
in commitments since receipt of counterpart.  As of 12-31-67
this loan was 50% disbursed.

PIF's primary source of local currency
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STATUS OF DEVELOPMENT LOANS TABLE V

Country: COLOMBIA Borrower: Government of Colombia Funds: AFP Loan
Title and Number of Loan: (3) support of purposes and projects of social and economic
Program Assistance  514-L-OLk development, such as census surveys and planning, and (4) ag-
ricultural development.
Dote Auvthorized:  11-19-65 Date Signed: 12-20-65 Physical Status: The loan was signed on December 20, 1965.
Loan Status as of 12/31/67 Loan Terms General legal and administrative conditions precedent were
: ] met speedily. Counterpart funds have been allocated for such
(In Thousands of Dollars end Equivelent) | pyration ........... 40 years activities as agricultural research and extension projects
Avthorized . . . .. ... ... 64,998 being carried out by the Colombian Land Reform Institute
’ Grace Period ... ..... 10 years| (INCORA); for primary school classroom construction; to the
. 64,091 Colombian Housing Institute for low and medium income housing
Disbursed ........... ’ Interest Rote 19, GP construction programs; and for support of a cadastral mapping
T thereafter o34 | and surveying program. o
Repayments .. ........ - Financial Status: An initial disbursement of $20 million was
Currency of Repoyment. . U.S.$ released following signature ($10 million of which was on an
476 advanced commodity financing basis which is a procedure for
Interest Collected . . . . . . the immediate payment of dollars to a country in return for a
Purpose of Loan: This loan provided support for the commitment to set aside a? equ%valent amount of its own dol-'
Colombian Development Program to: help finance essential  lars for the subsequent financing of agreed upon U.S. commodi-
imports, aiad at the same time encourage and enable the ties and related services) and three $15 million tranches were

Colombian Government to adopt necessary economic policies, Teleased following careful reviews and satisfactory findings
institutions and services needed for economic development  ©Of performance for the periods ending December 31, 1965,
programs. This loan was considered the principal instru- March 31, 1966 and June 30, 1966,

ment of A.I.D. assistance for FY 1966, since it provided Procurement Source: All dollar proceeds of this loan were
foreign exchange for private sector imports and created used to import essential goods and related services from the
counterpart local currency for public and private invest-  United States.

ment, thus making an immediate and vital contribution both Comments on Implement§tion: No disbursement problems have
to narrowing the balance of payment gap and to the ability occurred. Colombian imports of U.S. goods under this loan

of the government and private sector to meet investment have been made under letter of commitment (L/C) which is an
targets through non-inflationary means., agreement between A,I.D. and a U.S. bank to extend assistance
The allocation and disbursement of pesos generated to a cooperating country for financing selected imports, and

through this loan has financed high priority projects which the prior notice system (Regulation I) has been applied to all
have been approved by A.I.D. and the Colombian Government 1mpo?t§. In 1966 a system for Small Bus1n§ss notification,
and are a part of Colombia's Development Plan. All counter-providing advance notice to the U.S. suppliers of the total
part to be generated from this loan has already been alloca-procurement anticipated under the loan together with trade
ted. The areas in which the pesos have been used for devel-lists of potent}al COlOmbla? 1mporte?s, was substituted for
opment purposes include: (1) industrial development, includ-the advance noFlce to suppliers published in Sub-Part C of
ing but not limited to: diversification and promotion of  #.I.D. Regulation I, and6has been well recglvec;l by U.S.
exports, elimination of production bottlenecks, and import €Xporters. As of 12-31-67 this loan was 98% disbursed.
substitution; (2) infra-structure developmental purposes

and projects in such fields as housing, water and sewerage,

power, transportation, communications, education, and health;
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STATUS OF DEVELOPMENT LOANS
Borrower: Colombian Institute for Agrarian Reform (INCORA)

Funds:

AFP Loan

TABLE V

Country: COLOMBIA
Title and Number of Loan:
Supervised Agricultural Credit
- - 51l-1-0Lé
Date Authorized: 2-2L-66 Date Signed: 3-16-66
~_Lcon Status as of ]2/31,/6_7,,,‘,.,. Loan Terms
(In Thousands of Dollars and Equivalent) Duration « .+« oo oo .. LO yrs
Authorized . . . ... ..... 8,500
Crace Peried .. ... ... 10 yrs
Disbursed .. ......... 8,391
Interest Rate . .. .. TEE 1% GP
Repoyments .. ........ = thereafter 25%
Currency of Repayment. . U.S.$
Interest Collected . .. ... 96

Purpose of Loan: To increase agricultural production by
introducing improved methods and commercial practices to
those farmers who can operate a viable farming unit if
they are provided with credit and technical assistance
available from conventional sources. This technical
assistance is also intended to promote crop diversifica-
tion so as to decrease Colombia's dependence on coffee
as a source of foreign exchange, and to increase the
quality and guantity of food production.

Physical Status: The loan was authorized in February, 1964
conditions precedent were promptly met, and disbursements
were begun in April, 1966. It is being disbursed through
the supervised credit program of the Colombian Institute

of Agrarian Reform. The loan continues assistance
initiated under loan 027 (completed).

Financial Status: As of 12-31-67 this loan was 98%
disbursed. Since the initial disbursement the funds have
been moving regularly, and the dollar loan should be
fully disbursed by the termination date of 6-30-68.

139

Host Country Contribution-Procurement Sources: Procurement
under the loan and sub-loan is limited to U.S. and Colombian
sources. Vehicles to permit improved supervision were
procured in the U.5. The U.S. dollars covering local
currency costs were used for procurement of essential goods
and services from the U.S. and were of further assistance
in countering Colombia's balance of payments problem.

In addition to INCORA's paying all operating costs of
the program, the GOC has agreed to the allocation of Ps. 65
million counterpart to continue lending operations after
this loan is fully disbursed.

Comments on Implementation:
tion problems.

There have been no implementa-~




STATUS OF DEVELOPMENT LOANS TABLE V

Country: COLOMBTA Borrower: Banco Ganadero

Title and Number of Loan: Livestock Bank

51L-1-0L8
Date Authorized: 5-13-66 Date Signed: 7-25-66
Loan Status as of 12/31/67 Loan Terms

(In Thousands of Dollars and Equivalent) Duration .+« v oo 20 yrs.
Authorized . . . . ... .... 8,000

Grace Period . ... .... 10 yrs.
Disbursed . .......... 7,77k

Interest Rate . . ...... 1% GP
Repayments . ......... - thereafter 21i%

Currency of Repayment. . U.S.¢
Interest Collected . ... .. L3

Purpose of Loan: To continue assistance to the program
of lending by the Banco Ganadero to livestock producers
begun under Loan 038 (completed).

Physical Status: The Banco Ganadero was formed in 1959
for the purpose of providing technical assistance with
credit at terms better than those available commercially.
With 75¢ of the ownership in the hands of private owners
and 18 offices in the major livestock centers, the

Banco Ganadero has been of vital importance to the develop-
ment of the Colombian cattle industry.

Financial Status: The loan was authorized in May, 1966.
Disbursements began in September, 1966 and have continued
regularly as planned. Under the present loan the Banco,
as of 12-31-67, had made 1,015 sub-loans to ranchers

of medium and small size holdings, which were used to
finance such activities as the purchase of breeding stock,
the acquisition of equipment and pasture improvement.
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Funds: AFP Loan

Host Country Contribution-Procurement Sources: Procurement
under the loan and any sub-loan is limited to U.S. or
Colombian sources. The U.S. dollars covering local

currency costs will be used for procurement of essential
goods and services from the U.5. and thus be of further
assistance in view of Colombia's balance of payments problem.

Comments on Implementation: The Banco's performance has
been quite satisfactory to date. The loan has been
virtually completely disbursed (97%) as of 12-31-67, and
should be fully disbursed by the termination date of
5-31-68.
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STATUS OF DEVELOPMENT LOANS

Banco de la Republica

Country: COLOMBIA
Title and Number of Loan:

Borrower:

Development Program 51h-I.-0L9

Date At:ﬂ'\:r‘i;ed: 5-2-67 Date Signed: 5-27-67

| Loan Status as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration .. . o oo . LO years
Authorized . . . ... ..... 100,000

Grace Period . .. ... .. 10 years
Disbursed ........... 25,200

Interest Rate . .. ..... 1% Gp

thereafter 2%

Repayments .......... -

Currency of Repayment. . U.S.$
Interest Collected . ... .. -

Purpose of Loan: This loan is designed (a) to provide
support for the Colombian development program during the
year 1967 and part of 1968 by assisting in the financing
of imports essential to continued growth; and (b) to
encourage and enable the Colombian Government to pursue
essential economic development policies and establish the
institutions and services needed for development. This
foreign exchange assistance is essential to the continuetion
of Colombia's economic growth in view of the recent substan-
tial declines in the prices of Colombia's principle export
products, .-

Financial Status: The loan agreement was signed on 5-27-67.
The initial conditions precedent were satisfied by 6-5-67
and $40 million was released shortly thereafter, The next
tranche of $20 million was released in September 1967,
following a determination by USAID that the Colombian
Government had fulfilled its obligations under the loan
agreement for the period ending 6-30-67. An additional

$20 million was released in December 1967, in response to
the satisfactory performance by the Colombian Government
during the period ending 9-30-67. $10 million of the first
tranche was made available through medium-term credits

to industrialists and farmers for the acquisition of
capital goods.
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TABLE v

Funds: AFP Loan

Host Country Contribution-Procurement Sources: Conditions
Precedent to the disbursement of the loan required the
Colombian Government to satisfy USAID: (1) that it has made
adequate efforts to advance the economic and social develop-
ment of Colombia pursuant to its Development Program;
(2) that prospects are satisfactory for such development in
the future; and (3) that it has fulfilled its commitments to
facilitate the importation of products of U.S. manufacture.
The framework for reviews of performance under (1) and
(2) above include specific and realistic targets as well as
forward planning., All dollar proceeds of this loan are to
be used to assist the financing of goods and services origi-
nating in and procured from the United States within cate-
gories approved by USAID.
Comments on Implementation: Performance by the Colombian

Government under this loan has been satisfactory. It is
anticipated that the loan will be fully disbursed by the
termination date of 3-31-69, As of 12-31-67 the loan was
25% disbursed; disbursements totalling an additional 35%
of the loan had been authorized but not utilized.
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Country: DOMINICAN REPUBLIC

PROGRAM SUMMARY

(In millions of dollars)

FY 1967 FY 1968 FY 1969

Actusl Estimated Proposed
Development Loans 17.1 15.3 E/ 30.0
Technical Assistance L.y k.6 5.k
Supporting Assistance 25.0 16.1 20.0
Contingency Fund Te2 - -
Total A.I.D. Assistance 53.7 36.0 55,k

g/ Tncludes $300 thousand in grants for population program under
Title X of the Foreign Assistance Act.

U.8, Aid Objectives

The U,S. objective is to achleve sufficlent progress toward
resolution of urgent economic and social problems to contribute
to the maintenance of constitutional stability in the Dominican
Republic. A,I.D. help is needed to:

--Alleviate the chronic balance of payments problem by
diversifiecation and growth of exports, rationalization
of sugar production (currently ebout 60% of Dominican
exports), and implementation of fiscal and monetary
policies to increase internal revenues and improve
export incentives,

--Boost agricultural production to achieve self-sufficilency
in staple food crops, and increase production of cash
crops for export.

-=Expand educational opportunities through broad-scale
assistance aimed at secondary, higher and vocational
education.

--Deal with mounting population pressures by an active
family planning programn.

~-Buiid strong local institutions through a commnity
development program, both at the rural and urban levels,
to increase grass roots participation in the political
systemn. .
Over the long-run, our objective is ¢ help lay the foundation
for and stimulate sustained economlc, social and political
development, with broed exploitation of the ample agricultural

and mineral resource base.
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Country Performance and Self-Help

The Dominican Republic has made much progress since the bloody
revolution of April 24, 1965. For the first time since the
assassination of Trujillo in 1961, a Dominican government,
constitutionally elected, has remained in office one full year
and more, President Balaguer, who assumed office on July 1,
1966, 1s leading the country toward constitutional stability.

President Balaguer has pursued a policy of economic austerity to
correct the fundamental disequilibrium which has characterized the
Dominican economy since the early 1960s. The austerity policy has
imposed new import controls, a tightening of credit to the private
sector except for investment purposes, and a substantial reduction
in public sector wages, employment, and non-personnel operating
expenditures.

Some balance of payments and fiscal improvements have been achieved,
but both the balence of payments and the budget remain major pro-
blems in 1968. With a continuation of rigorous import controls,
no significant improvement in customs or total revenues can be
expected. Lack of adequate tax revenues may produce a substantial
reduction in the rate of public investment.

With the assistance of a $L0 million A.I.D. Supporting Assistance
loan, President Balaguer has sustained a public investment
program designed to stimulate economic recovery and reduce unem-
ployment, estimated to be 22% of the labor force in the capital
city, or about 36,000 persons. The program is aimed primarily
at agriculture, but wilth substantlal commitment as well to
construction of schools, roads, and health facilities, re-
hgbilitation or irrigation and potable water systems, and con-
struction of a metallurglcal complex.

A,I.D. Technical Assistance has supported the effectiveness of
projects financed by the SA Loan. For example, A.I.D,
agricultural technlcians give tralning courses in the San
Cristobal agriculbtural research station, established with the
help of Supporting Assistance funds, and A.I.D, technicians are
building up the number and quality of high school teachers to
staff newly constructed schools.

Significant progress has been made in the field of agriculture
during the past three years. Through basic research and

instruction of farmers, self-sufficiency was achieved in 1967
in some crops such as potatoes and onions despite sewvere drought.
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Country: DOMINICAN REPUBLIC

A new seed division in the Secretariat of Agriculture provides
for supervision, inspection, research and multiplication of
quality seed. Because of seed improvement and a supervised
credit program, a 25% increase is expected in the 1968 rice
crop.

Using improved peanut.seeds, peanut oil production-- a
Dominican staple--should increase by 35%-40% during 1968. By
early 1968 the production of feed grains will eliminate
deficits, so as to permit expansion of local poultry, swine and
beef production.

In 1967 commercial poultry production totalled 7 million
birds compared to 4.5 million in 1966, an increase of 55%; it
is expected to increase an additional 14% in 1968, Commercial
egg production increased 18% in 1967, and will increase
another 20% by early 1969. Intensive technical assistance to
the Dominican beef industry was begun in FY 1967 and will
continue through FY 1969.

The Balaguer Government with A,I.D, assistance has begun to
attack other basic obstacles to Dominican development. One has
been the number of State-owned industrial enterprises inherited
from the Trujillo era, many of them unprofitable. The largest
of these, the sugar complex (CEA), operated during CY 1966 at

a deficit of RD $l9 million. Under the new administration
appointed by Balaguer, the CEA has announced a cash flow profit
of RD $1.5 million for the 1967 crop year (October 1, 1966
through September 30, 1967).

In December 1967, the Dominican Government received the report
and recommendations of a group of American consulting firms
hired to do a study of CEA, and further progress is expected
in 1968,

Thus, with A.I.D. assistance, the various sectors of Dominican
life are beginning to realize their potential growth and
development. In agriculture, two years of research have

revealed which varieties of crops will flourish and the seed

has been grown. The next step, greatly increased production, will
depend upon imaginative use of that knowledge and propers plant-
ing of that seed.

In industry, feasibility studies have been financed with A.I.D.
loans and potential investors are being attracted to the
possibilities. Now the building of enterprises will depend

1hk

upon whether businessmen feel confident in the future stability
of the country. In education the government has been persuaded
of the necessity to change its secondary school system, but it
needs guidance and help in establishing and running comprehensive
high schools, a brand new concept in the country.

The.next few years will be decisive for the shaping of those
national sectors to a pattern of orderly development.

FY 1969 Program

The proposed FY 1969 program includes $30 million in Development
Loans, $5.4 million for Technical Assistance, and $20 million in
Supporting Assistance loans,

A Supporting Assistance loan for FY 1968 has been approved in

the amount of $16.1 million. This loan in conjuction with

$14 million of PL 48O commodities will support. responsible self-
help measures in balance of payments and fiscal policy as well

as significant new fiscal reforms including: (1) more effective
utilization of revenues for development purposes; (2) additional
measures for increasing Government of Dominican Republic budgetary
resources; and (3) such additional monetary and fiscal measures

as may be necessary to restrict import demand sufficiently to
avoid an exchange crisis.

During FY 1967, A.I.D. authorized a Supporting Assistance grant
of $375,000 for commodity assistance to the National Police
forces. A similar grant may be necessary during FY 1968 and
FY 1969.

P.L. 480 dollar revayable commodities are also likely to be
required in FY 1969.

Anticipated Assistance from other Donors

In December 1967, the Export-Import Bank and the Inter-American
Development Bank (IDB) each authorized loans to the Dominican
Republic Govermment, both likely to be disbursed throughout

FY 1969, The IDB loaned $1,950,000 from their Fund for Special
Operations for construction of 89 small-town water systems. The
Ex-Im Bank loaned $7 million for the purchase of U.S. equipment
and services needed in expanding production of electric power.

To date the Ex-Im Bank has authorized four credits totalling
$27.3 million to finance expansion of power facilities.



Country: DOMINICAN REPUBLIC

During FY 1969, it is expected that IDB will make a loan to the
Dominican Govermment for the construction of the Tavera Dam
complex, involving power and irrigation facilities affecting an
extensive area, with considerable agricultural potential.
A.I.D, may also participate in the financing of this project.

Agricultural Development

Agricultural development continues to be the first priority of
the A.I.D, program. In FY 1969, A.I.D, technicians and Texas

A & M University contract technicians will continue working to
diversify the sources of agricultural wealth so as to lessen the
country's dependence on sugar, coffee, and cacao. Accordingly,
in FY 1969 as before, the joint A.I.D.-Dominican agricultural
efforts will focus on (1) increasing efficiency and quantity of
production of the traditional Dominican staple crops such as
rice, beans, corn, oil crops, garlic, and plantanos; (2) produc-
ing high protein foods presently in short supply and which the
Dominicans should consume more of, such as livestock, swine,
poultry, milk, local feed grains, fruits, and vegetables; and
(3) producing high-value export crops such as winter fruits and
vegetables, and raw materials for industry such as tomatoes.

These objectives are being supported by A.I,D, through a number
of programs. Of the $30 million proposed Development Loan
program for FY 1969, $22 million is in agriculture. In line
with our objectives of agricultural diversification and the
rationalization of sugar production, a $10 million loan is pro-
posed to assist diversification of sugar lands. This program
will convert marginal or high cost sugar land to other more
productive purposes.

The successful government irrigation rehabilitation program is

to receive a $6 million loan in FY 1969 which will have a
combined agricultural and rural community development impact.

A $6 million loan is proposed for the further expansion and
improvement of cooperatives. Revolving funds for agricultural
cooperatives involving about $850,000 are to be used for agri-
cultural production lending purposes. Without this money,
cooperative activities would have to be reduced by 509-60%.
Technical assistance helped to increase the number of incorporated
cooperatives from 136 in July 1966, to 252 in December 1967.

In March 1967 the Managed Agricultural Credit Program was initiated.

By December 1967, over 802 credit applications were approved,
totalling approximately $2.8 million.
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In addition, a revolving cattle loan fund totalling $500,000
from the $40 million Supporting Assistance loan was set up
during FY 1967 and is being managed by the Chase Manhattan Bank,

Industrial Development, based on the produce of the agricultural

sector, holds seccnd priority in the development of the Dominican
Republic. A Dominican industrial promotion agency has been

working to encourage both foreign and domestic private investment,
and a mitually profitable industrial relationship with Puerto Rico.

Ten foreign (including U,S.) companies are currently constructing
a hotel, and vegetable and meat processing plants. A metallurgical
complex which will fabricate light steel products (bars, plates,
angles, hardware, etc.) is under construction.

Assistance will continue to be provided through the Private
Investors' Fund which is capitalized jointly by A.I.D. and the
IDB. Also an Artisans' Fund to help small owner operated
businesses has been started with over 50 loans totalling $100,000.
An additional $300,000 was recently added to the Fund to

expand its activities.

Community Development is A,I.D,'s third priority. This activity,
called "democratic institution building" in Title IX of the
Foreign Assistance Act, has a distinctive style in the Dominican
Republic. The activity was begun by the Dominicans themselves
with such determination that a permanent agency was created by
the government in 1962, within the office of the Presidency.

In 1964, the Office of Community Development (CCD) expanded from
a regional project to an organization designed to serve country-
wide.

In 1967 A.I,D. made ar $8.7 million loan to OCD to further train-
ing of campesino leaders, establish agricultural associations

and to enlarge and refine the ongoing operations. OCD by the
begipning of FY 1968 had 200 young Dominican "promotors" serving
in 382 communities (almost half the rural area) and had completed
849 projects including irrigation ditches, land clearing, school
construction, latrines, agricultural production and general local
improvements. These projects, for which 52% of the cost and all
of the labor were contributed by local people, have resulted in
minor capital formation that is impressive in the rural Dominican
context. They have provided the basis for continuing growth in
local self-confidence and political development based on local
initiatives.



Country: DOMINICAN REPUBLIC

Education

In education A.I.D. is encouraging the Dominican Republic to
concentrate its efforts and financial rescurces on secondary
education, higher education, and industrial training, since these
have the greatest potential for immediate impact on social reform
and economic development. In January 1967, the Dominican
Government signed an zgreement-with A.I.D. tc launch the
country's first National Education Census, for which the field
work was in its final phase in September 1967, The Government
has increased the 1968 =ducation budget by 5.5% over 1967, while
decreasing the 1968 military budget by 7.4%. To date A.I.D. has
worked with the Dominican Government to modernize its secondary
education system by setting up six comprehensive high schools.
Tw4o of these high schools opened in the fall of 1967.

The vocational school for the Dominican Armed Forces and

National Police at Bani, established with the help of A.I.D.
funds in October 1966, has become a source of semi-skilled
workers for industry and has created a more positive image of

the armed forces. In its first year of operation the school

has trained 594 students and has increased the number of students
taught in one instructional cycle from 150 to more than 300.

Technical Assistance in education in FY 1969 will be based upon
the implementation of a $11 million education sector loan to be
approved in FY 1968, which will first affect the FY 1969

school year.

Health and Sanitation

Health services in the Dominican Republic have long been
entirely inadequate. A health sector loan of $4 million will
provide for expansion of rural health clinics and comprehensive
maternal/child care services. The loan is planned for autho-
rization in late FY 1968.

In addition, loans are proposed in FY 196C for the Santo
Domingo water ($3 million) and sewerage ($5 million) systems
which will have employment-generating effects in the capital
city, as well as the beneficial health aspects of greatly
decreased disease.

Other Activities

The Public Safety program has assisted the National Police to
improve their training, mobility, communications and ability
to control civil disturbances.

In the field of public administration, assistance will be
continued in tax and budget reform, and in strengthening local
government administration. Technical assistance is also being
provided in highway maintenance and worker education.



SUMMARY OF PROGRAM BY FUNCTION

Country: DOMINICAN REPUBLIC {Dollar Amounts in Thousands) TABLE Nl
Actual FY 1967 __Estimote FY 1968 Proposed FY 1969
Tech. Supp. Conting. Tech. Supp. w Conting. Tech. Supp.
Category Total Assist Assist, Fund Total Assist, Assist. Fund Totol Assist, Assist.
Development Loan Program. . . . . 17,100 XXX xxx [[15,300 a/| xxx XXX XXX 30,000 XXX XXX
Programs Other than Devel. Loan
Project Assistance
U.S. Technicians. . ... ... 4,792 3,018 - 1,774 3,433 3,433 - - 4,126 4,126 -
Participants . . ... ...... 440 440 - - 265 265 - - 213 213 -
Commodities . ......... 621 220 401 146 146 - 367 367 -
OtherCosts .. ......... 704 704 - 756 756 - 694 694 -
Total Project Assistance . . . . 6,557 4,382 - 2,175 4,600 4,600 - - 5,400 5,400 -
Method of Financing
Project Assistance
Direct AID. . ... ...... 3,169 2,668 - 501 2,526 2,526 - - 2,743 2,743 -
Other Agency . ......... 549 549 - - 673 673 - 609 609 -
Contract . . . v oo o 2,839 1,165 - 1,674 1,401 1,401 - 2,048 2,048 -
Program Assistance . ... ... 30,000 - | 25,000 5,000 |l16,100 - 116,100 - 20,000 - 120,000
Total Other thaon Devel. Loan . 36,557 4,382 {25,000 7,175 {20,700 4,600 16,100 - 25,400 5,400 120,000
Total Assistance . . ......... 53,657 XXX XXX XXX 36,000 XXX XXX XXX 55,400 XXX XXX
i/ Includes $300 thousand in grants for population programs.
NUMBER OF U.S. TECHNICIANS (Program Overseas) NUMBER OF PARTICIPANTS
On Duty At Close aof Year Programmed During Yeor
TYPE OF TECHNICIAN Actual Estimate Proposed TYPE OF PARTICIPANT Actual Estimate Proposed
FY 1967 FY 1968 FY 1969 FY 1967 FY 1968 FY 1969
A.l.LD. employed . . . ... ....... 80 61 56 Non-contract . . .« v v v v v ... 143 | 7A777857 o 132
Participating agency . ........ 17 21 19
Contractor technicians . ....... 96 68 74 Contract e 41 25 -
Total .. .. ............. 193 150 149 Total .. .. ... ... ... ... 184 110 132

147




Country: DOMINICAN REPUBLIC PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY t l R ‘FUNDS
Agriculture and Natural Resources TA
Agriculture Development Support PRIOR REFERENC < INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION
prosecT numeer _ 517-15-390-059 p. 148, FY 68 LA P.D.B, Fy:1965 FY: 1975

Project Target and Course of Action: To increase agri-
cultural production so that the Dominicans may (1) become
self-sufficient in staples, (2) increase exports of
vegetables and livestock, and (3) increase the protein
in their diet; to develop an approach to agrarian reform
suited to the country by experimenting with organization
and financing; to reforest the watersheds; and to improve
agricultural information, credit, marketing services and
education. AID-financed technicians will work with the
Secretariat of Agriculture, other GOIR agricultural agenc-
ies, and regional agricultursl centers in a coordinated
effort to implement agricultural production programs.

Progress to Date: Despite severe drouth in 1967 self-
sufficiency was meintained in rice and achlieved for the
first time in several priority cropes including potatoes,
onions, garlic, and cereal grains. Exports of yucca and
greenpeppers more than doubled over the 1966 level, and
2,000 acres of non-traditional export crops such as cucumb-
ers and melons were planted in time to reach U.S. winter
markets. During 1967 the various GOIR agricultural
agencies were coordinated into a single national effort.
Seven regional agricultural centers and a national ex-
perimental station were completed. Detalled production

in priority crops and livestock have been set at the
national and regional levels. The major emphasis of
this project will be to assist the Dominicans in
carrylng out the national agricultural production plan.

U.S. Technicians: 6 Direct-hire: 1 Chief Advisor, 1
Deputy Chief, and 1 Program Assistant to coordinate,
monitor and evaluate the total agricultural program;

1 technician in agrarian reform; 1 in agricultural
credit; 1 secretary. 28 Contract Advisors: Texas A&M
University. 6 PASA Advisors (USDA): 1 forestry epecialist,
1 sgricultural statistician, 4 grain storage advisors,
plue short-term consultants. 1 PASA{IAGSQ advisor in
land classification assisting in the planning and imple-
mentation of a soils survey.

Participants: 2 to Mexico, marketing; 8 to U.S., agric-
wltural credit; 4 to U.S., livestock; 5 to U.S., field
crops; 8 to Ecuador and Trinidad, cacao, root and oil
crops; 2 to U.S., soils claggification.

Commodities: Demonstration equipment and excess
property for agricultural institutions.

Other Costs: Local transportation, local supplies and

guidelines were developed for priority crops and livestock. services.
FY 1969 Program: President Balaguer has decreed 1968
"The Year of Production", and realistic production goals
U's. DOLLAR COSTS (I" Thousunds) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures Unliquidated OBLIGATIONS
Estimated FY 1968 Proposed FY 1969
Through 6/30/67] 3,835 2,078 1,757 Diracs [Contract/] Direct [Copyoc Texas A&M University
C C irec e Total irec ther Torgl
Estimated FY 48 lﬁ% 1,514 ost Components AID Aog'ehncy ' AID Agency o USDA
Estimoted U.S. Technicians | 101 | 648 855{182 1,159 1,341
through 6/30/68 | 4,915 3,592 1,323 Participants . . . 20 [16L 184] 90 - 90
Future Year Estimoted Commodities . . . - 12 12 10 22 32
Obligations Total Coat Other Costs . . . 49 = 42—394 = 39
Proposed FY 69 |1, 502 L, 500 10,917 Tota!l Obligations | 256 824 1,080(321 |1, 181 11,502
148
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Country: DOMINICAN REPUBLIC

PROJECT DATA

TABLE (il

PROJECT TITLE ACTIVITY

Development of Industry and Marketing
517-11-290-066

PRIOR REFERENCE

PROJECT NUMBER

Industry and Mining TA

p. 1k9, FY 68 LA P.D.B.

FUNDS

INITIAL OBLIGATION

ev: 1965

SCHEDULED FINAL OCBLIGATIOCN

Fy. 1972

Project Target and Course of Action: To generate by
1972: (a) employment for 300,000 workers; (b) $400
million of new industrial investment; (c) $40 million a
year in domestic production of goods now imported; (d)
$20 million of new industrial exports; (e) $7 million

a year of net tourism income. Efforts will be made:

(a) to improve the investment climate by securing pass-
age of an improved industrial incentive law and encourag-
ing the passage of an improved industrial free zone law
and the establishment of several zones; (b) to strengthen
industrial and tourism development institutionsz; and

(c) to provide industrial credit on a more aggressively
developmental basis.

Progress to Date: Technical assistance rendered to
Dominican and U.S. investors and financing from an
AID-IDB financed Private Investment Fund have generated:
$17.5 million in new industrial investment; 12,000 new
obs; $4.6 million of annual import substitution savings;
.9 million in annual industrial exports; 69 new plants

new tourism encoursgement laws, and the reorganization of
the touriem directorate; and the establishment of effective
export promotion machinery.

U.S. Technicians: Direct-hire: 2 direct-hire industrial
development and marketing advisors. Contract: 2 in-
dustrial development specialists for one year each; 1
tourism advisor for one year; S5 short-term consultants

in investment promotiom; contract with Arthur D. Little
for one year to provide the services of a team of
specialists to assist in implementing an export promotion
program and short-term consultants to conduct investment
opportunity surveys; 4 short-term advisors in industrial
management orientation.

Participants: 6 to Monterrey Institute of Technology in
Mexico for one year in advanced business administration;
2 to INCAE in Central America for six weeks for leading

business policy makers.

or expansions under construction or finished; and initia- Other Costs: Local salaries, travel, etc.
tion of production in 43 new plants.
FY 1969 Program: Objectives include: the passage of a
new industrial incentive law; the restructuring of the
Industrial Development Corporation, stressing the
identification and promotion of industrial opportunities;
the development of a Master Tourism Plan, the pasgsage of
U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/ AEXAI¥EK
6;“;0;;\; Expenditures Unliquidated OBLIGATIONS Arthur D. Little, Nat'l
Earimated FY 1968 Proposed FY 1969 Planning & Construction
Through 6/30/67 364 286 78 Direct [Coplear®/ Direct [oomase] o Corp., Conway Services,
Estimated FY 68| 28k 280 Cost Components | “aip | S| Tl | AD | Spgemexc| - || Council for Internationsl
’é:;imo'ed U.S. Technicions 1‘5 220 265 61 503 56)4 g:ogre:j gemgagement,
through 6/30/68 648 566 82 Participonts . . . : : : l? : l? Coztggcts rvices
Future Year Estimoted Commodities . . .
. Obligations Total Cost Other Costs . . . lg b 1'9 38 = 38
Proposed FY 69 615 3950 2, 213 Total Obligations 64 220 28k 112 503 615

1k9



Country: DOMINICAN REPUBLIC PROJECT DATA TABLE 11l
PROJECT TITLE ACTIVITY FUNDS
Highway Development Supportl/ Transportation TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEODOULED FINAL OBLIGATION
prosECT numper D17-12-310-065 P«150, FY 68 LA P.D.B. Fy: 1966 Fy: 1971

Project Target and Course of Action: To assist in the re-
organization of the General Directorate for Highways of
the Secretariat of Public Works, the reform of its
administrative and planning procedures, and the develop-
ment of its road maintenance, materials testing and
construction supervision capabilities so that it can plan
and implement an adequate program of continuous highway
maintenance and improvement; to provide similar assistance
to the General Directorate of Urban Public Works of the
City of Santo Domingo in order to improve its services
within the National District.

Progress to Date: USAID and Bureau of Public Roads
technicians have contributed to a number of reforms in the
Directorate of Highways of the Secretariat of Public
Works, as follows: Policy reforms include stopping the
dangerous practice of piling asphalt in highway lanes
prior to patching surfaces, setting up an efficient

system of storage and inventory of spare parts, and
drafting and submitting to the legislature revised traffic
control statutes regulating vehicle weights and sizes.
Economies of equipment and maintenance have resulted

from teaching the use of modern materials and construction
practices.

FY 1969 Program: USAID, under a PASA with the Bureau of
Public Roads, will continue to assist the personnel of
both general directorates in the planning, organization

plans and cost estimates for future work. They will also
make continuous inspections to assure the use of proper
materials and compliance with accepted good engineering
practices.

U.S. Technicians: 6 Bureau of Public Roads engineers to
advise and assist Highway Directorate.

Other Costs: Local engineers and secretary.

1/ Previously entitled:
Assistance"

"Transportation - Technical

and execution of their work, including preparation of

U.S. DOLLAR COSTS (In Thousands) PRINCIFAL COWCAREXAEG AGENCIES
Obligations Expenditures Unliquidoted OBLIGATIONS
Estimated FY 1968 Proposed FY 1969
Through 6/30/67 333 261 72 - . i
fovg Cost Components | Direct |SGIEEEE +sal | Pivest "Giher | Toral Bureau of Public Roads

Estimated FY 68 192 200 L Agency Agency
Estimated U.S. Technicians - L/6 176 - 176 176
through 6/30/68 525 k61 6l Participants . - - - - - -

Future Year Estimated Commodities . . . = = = - - -

Obligatiors Total Cost Other Costs . .. 16 = 16 16 = 16
Proposed FY 69 192 545 1,262 Total Obligations 16 176 192 16 176 192
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Country: DOMINICAN REPUBLIC PROJECT DATA TABLE 1l
PROJECT TITLE ACTIVITY FUNODS

Labor Administration and Manpower Labor TA

Development PRIOR REFERENCE INITIAL OBLIGATION | SCHEOULED FINAL OBLIGATION
PpRoJecT Numeer 517-15-490-029 p. 151, FY 68 1A P.D.B. ey: 1963 Fy: 1972

Project Target and Course of Action: To strengthen rep-
resentative nonauthoritarian labor organizations whose
primary concern is the defense and advancement of the
economic and social interests of their members through
legal means. American Institute for Free Labor Develop-
ment (AIFLD) contract advisors will assist in achieving
this objective by providing training to labor union
leaders and helping labor organizations carry out
community development projects.

Progress to Date: During CY-1967 1,637 workers attended
labor leader and union management seminars. Compared to
those of 1966, the 1967 seminars lasted longer, had more
students and presented fewer and more specialized subjects.
For the first time in 1967 the AIFLD presented seminars
for rural associations dealing with community development,
agricultural extension, conservation and agrarian reform.
From additional seminars affiliated with the International
Trade Secretariats, eight students were sponsored for
training in the AIFLD Labor Education School in Virginia.
The results of the trade union education program of 1967
are most evident in the emergence of young leaders and
increased membership in the independent unions. 1967
Social Project activities included completion of the 110
unit John F. Kennedy Housing Project for sugar workers
and follow-up community development activities there; and
initiation of vocational training activities feor sugar
processing mechanics and restaurant workers.

FY 1969 Program: AIFLD will continue toidentify and

select potential labor leaders in cooperation with
Dominican labor organizations for its training courses at
the Dominican Institute of Labor Training. Special
emphasis will be placed on management training. AIFLD
will also assist labor organizations in the promotion,
technical development, financing and implementation of
small self-help community projects. Assistance to the
Secretariat of Labor under a PASA with the U.S. Department
of Labor will be phased out during FY-1968.

U.S. Technicians: 3 AIFLD contract advisors.

Other Costs: Local costs for the administration of
workers' education seminars including local salaries,
travel, rent and supplies.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS
208 Estimoted FY 1968 Proposed FY 1969
Through 6/30/67 926 718 Cost C Direct (Contract/l | Direct Contract/) AIFLD; Dept. of Labor
. £y ost Components AID Other ota ALD 4 ota

Estimated 68 290 408 Agency Agency
Estimated U.S. Technicians z 139 139 - .5 56
through 6/30/68 | 1,216 1,126 90 Participants . . . 20 - 20 - - -

Future Year Estimated Commodities . . - - - - - -

Obligations Tote] Cont Other Costs . . . z 131 131 —— 104 lou
Proposed FY 69 162 1,000 2,378 Total Obligations 20 270 290 - 162 162
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Country: DOMINICAN REPUBLIC PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
TA
Pllblic Health PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
proJec T NuMBER §517-15- 550- 080 P- 160) FY 68 1A P.D.B. Fy.1967 ey. 1972

Project Terget and Course of Action: To assist the GOIR
in the development and institutionalization of a nation-
wide comprehensive maternal child care program under the
supervision of the Secretariat of Public Health. This
progrem, financed by grant funds and a development loan,
will provide comprehensive maternal/child care services
including venereal disease control, cervical cancer

FY 1969 Program: Development loan and GODR funds will
be used to repair or construct and equip & network of
hospitals, sub-centers and rural clinics throughout the
country. Technical assistance will be provided to assist
in the implementation of the development loan and to set
up in-country training programs for Secretariat of Public
Health personnel.

control, pre-natal, partum and postpartum care, as well
as family planning services. Family planning services
will be offered by these facilities on a voluntary, free
choice basis in post-partum clinics. A sufficient number
of trained public health personnel (doctors, nurses, para-
medical) will be provided by the Secretariat of Public
Health to staff and operate this program.

U.S. Technicians: 8 short-term contract advisors in
demography, family planning, health education and data
proceesing; 1 public health contract advisor for two
years.

Participants: 52 to Puerto Rico and the U.S. for short-
term training in family planning, health education,
Progress to Date: In February, 1968, the National Popula- demography and nursing.
tion Council was created by Presidential decree. The
Council will be autonomous, semi-officiel, and will be

in charge of coordinating and supervising the nationwide
family plenning progrem. In addition, since May 1967, 20
new facilities for this program, constructed with support-
ing assistance local currency proceeds, have been in-
augurated; 45 doctors have received short-term training
in family plenning techniques; a contract cytologilst
arrived to advise on the cancer detection aspects of the
program; and 6 participants have entered cytology training
in Puerto Rico.

Commodities: Family planning supplies, laboratory
equipment, drugs and educational materials.

Other Costs: Local Employees' salaries.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/ XXRE{KYK
Obligations Expenditures | Unliquidoted OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969
Through 6/30/67 90 20 c c Direct |Centroct/ Total Direct Contract Total
ost Components oMot otal ota

Estimoted FY 68 390? 230 5 g A0 | gy AID | arsexx Personal Services
Estimated v U.S. Techniciaons - 50 50 - 100 100 Contracts
through 6/30/68 390 250 Participants . . . 30 - 30 34 = 317

Future Year Estimoted Commodities . . 210 - 210 200 - 200

Obligations Total Cont Other Costs . .. 10 = 10 / 10 = 10

1
Proposed FY 69 3k 1,000 1,734 Toral Obligations | 250 | 50 [300=" | 24k | 100 | 34k
_]_./ to be funded from Alliance Ioans 152




Country: DOMINICAN REPUBLIC PROJECT DATA TABLE il
PROJECT TITLE ACTIVITY FUNDS
Teacher Education Education TA

PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
pROJECT numBeER 5]17-11-690-069 p. 152, FY 68 1A P.D.B. FY: 1962 FY: 19792

Project Target and Course of Action: To assist the GODR
establish a national system of comprehensive high schools
which will provide industrial, technical, agricultural,
commercial, home economics, nursing, and primary teacher
education programs, as well as preparation for university
entrance., The target is thereby to improve the quality
of secondary school teachers and improve and enlarge the
national secondary education system so that it will be
responsive to the multiple development needs of the coun-
try. Modern curricula, teaching methods, and administra-
tive techniques will be introduced into each reorganized
school system by in-service training.

To increase the number of graduates in primary teacher
education from about 100 to 1,000 annually, by 1) improving
the quality of existing normal schools over three years,
and 2) introducing primary teacher education as a special-
ization in the new comprehensive high schools.

Financial assistance in carrying out
these objectives will be provided through an FY-1968
educational development loan.

Progress to Date: Although availability of funds for the
comprehensive high school plan must await the signing of
the 1968 educational development loan, three pilot pro-
jects were initiated in November, 1967. Each pilot school
was reorganized, and classical curricula were dropped or
modified. Vocational education programs in teacher educa-

tion, agriculture, industrial arts, and commercial educa-
tion were initiated in these schools. Enrollment doubled
at each school when the new program was introduced, and
average daily attendance jumped from 557 to 94% for the
first three months of school operation.

FY-1969 Program: Five additional model comprehensive
high schools will be opened in urban and semi-rural areas.

U.S. Technicians: One U.S. direct-hire secondary education
advisor. Additional funding for eight San Jose State
contract advisors until arrangements can be made to fund
them under the educational development loan early in

CY 1969.

Other Costs: Local employees' salaries; housing for
San Jose contract team.

U.S. DOLLAR COSTS (In Thousonds) PRINCIPAL CONTRAC TORS/AKENKEX
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969

Through 6/30/67 1,689 845 8kl Direct |Contract/ Direct |Contract San Jose State College
Estimared FY 68 79 551 Cost Components AID RN Total AID Total
Estimated U.S. Technicions 30 34 64 30 132 162
through 6/30/68 la76l 1,396 365 Porticipants . . . = ot = nt = =

Future Year Estimated Commodities . . . = = = = - -

Obligations Totol Cont Other Costs . . . = 8 20 = 20

1

Proposed FY 69 182 120 2,%3 —/ Tatal Obligations 38 34 72 50 132 182

reflect transfer

153

1/ Estimated cost to completion reduced to

of San Jose contract to loan funding.




Country: DOMINICAN REPUBLIC

PROJECT DATA

TABLE Il

PROJECT TITLE ACTIVITY

Education Development Support Education

FUNDS

TA

PRIOR REFERENCE

517-11-690-067 p.

PROJECT NUMBER

153, FY 1968 LA P.D.B. Fy:

INITIAL OBLIGATION

1966

FY: 1975

Project Target and Course of Action: To assist the
Education Secretariat in developing short-range and long-
range national educational plans and in achieving compre-
hensive administrative reorganization and reform, includ-
ing a substantial upgrading of personnel. This will be
accomplished through technical assistance and financing
from an FY-68 education development loan.

Progress to Date: A comprehensive study has been made of
the Secretariat organization. The recommendations form-
ulated in this study for reorganization, administrative
reform, and upgrading of personnel have been accepted by
the Secretariat. All field work and data processing for
a national educational census have been completed, and
data will be available in usable form very shortly for
educational planning purposes. Modern budget development
procedures have been instituted. Six key Secretariat
personnel have been sent to the U.S. for special training
for periods ranging from two weeks to three months. The
Secretariat of Education has provided numerous counter-
part technicians in the various phases dealing with Sec-
retariat reorganization, the national educational census,

centralizing certain Secretariat functions, and upgrading
key Secretariat personnel. A direct hire advisor in
educational administration will continue to work closely
with the Secretariat in these areas and will be assisted
by contract technicians (funded in FY 1968) in the more
important functional areas. Under the educational
development loan, short-term technicians will be obtained
to conduct training courses and selected personnel will
be sent abroad for further training.

U.S. Technicians: One Chief of Human Resources Develop-
ment; 1 Assistant Chief of HRD; 1 Education Administra-
tion Advisor.

Other Costs: Local salaries, travel, and services.

1/ Includes FY-68 obligations of $47,000 under "Civic
Action # 517-11-690-071.2, to be closed out in FY-68.

2/ The reduction of estimated total cost from that shown
In FY 1968 Congressional Presentation represents transfer
of $865,000 obligation for St. Louis University contract
to Higher Education project. (See note page 153, FY-68

SCHEDULED FINAL OBLIGATION

and the development of better personnel and budget LA P.D.B.)
procedures.
FY 1969 Program: Activities for FY 1969 will be aimed at
fully implementing the reorganization plan already accep-
ted by the Secretariat of Education, modernizing and de-
U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/ K&BRHNEK
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimated FY 1968 Proposed FY 1969
Thraugh 6/30,67] 178 103 75 o c biect (55525 1 | Oreet 2o vorn
W al ther ota

Estimated FY 68 363l/ 304 ost Components AID Rgehiys of AID Agency Clapp & Mayne
Estimated U.S. Technicians lso 142 292 90 = 90
through 6/30/68 541 407 134 Participants . . . = = = = = =

Future Year Estimated Commodiﬁas e = = = ind - =

Obligatiors Total Cost Other Costs . .. 7 - 71 37 = 37
Propased FY 69 158 900 1,5992/ Total Obligations | 221 142 363 127 ~ 127
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TABLE Il

Country: DOMINICAN REPUBLIC PROJECT DATA
PROJECT TITLE ACTIVITY FUNDS
Educaticn TA
Higher Education PRIOR REFERENCE INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION|
PROJECT NUMBER 51'[-11.690_067_1 p. lsl&, FY 68 1A P.D.B. Fy: 1967 FY: 1972

Project Target and Course of Action: To improve university
administration and organization and to develop higher
education progrems to meet the professional needs of
development. Contract advisors, largely financed from prior
year funds, will assist all three of the universities in
the country in effecting administrative improvements and
upgrading the quality of instruction in selected university
departments. The three universities are: Autonamous
University of Santo Domingo (UASD), the National University
Pedro Enriquez Urena (UNPHU), and the Catholic University
in Santiago (UCMM). Funds for higher education development
will be provided as a part of an educational development
loan to be authorized in FY-1968.

Progress to Date: UASD and UNPHU: American Institutes

for Research (AIR) contract advisors are helping UASD and
UNPHU develop curricule, improve teaching, and upgrade
professional staff. Four professors are receiving advanced
training in the U.S. and third countries. UCMM: St. Louis
University technicians have assisted selected departments
in curricula development and have advised in the physical
Plan of the campus. Short-term consultants have advised in
college administratien and library science.
are receiving advanced training in the U.S. and third coun-
tries. The university fund-raising drive has received pledges
of over $1,000,000 during its first few weeks from the
commnity of Santiago. Instituto de Estudios Superiores

Seven professors

§IESZ: This is a business college sponsored by a private
nonprofit development organization, Accion Pro-Educacion
y Cultura. Early in FY-68 the Bryant College contract
team completed its assistance to the school. IES' first
class, consisting of 66 business administration students
and 36 executive secretaries, graduated in June 1967.

FY 1969 Program: AIR technicians (in collsboration
with a U.S. university) will continue to assist UASD
and UNPHU in administrative reform and instructional
improvements, pmrticularly in the fields of science
and engineering. St. Louie University advisors will
concentrate their efforts in the fields of social
science, English, and architecture. The St. Louis
contract, now funded through December 31, 1968, will
be shifted to the educational development loan early
in CY 1969.

U.S. Techniciang: 1 direct-hire advisor in higher
education to monitor and coordinate contract operations.

Commodities: Instructional materials and equipment.

Other Cost: Local esalaries and housing for contract

advisors.

U.S. DOLLAR COSTS (In Thousands)

PRINCIPAL CONTRAC TORS/AEKMHNEX

Obligations Expenditures | Unliquidated _ — ]9::LIGATIONPS ETALTT St. Louis Univereity
stimate: ropose
1 495 845 - - Eamiras American Institutes for

Through 6/30/67} 1,340 / Cost Components DATDC' M’/ Total DA’.‘;' Oi'her' Total Regearch
Estimated FY 68 143 726 v . w 5 Agency 5 Bryant College (terminat-
Estimoted U.S. Technicians 30 11 3 - 3 ing in FY-68)
through 6/30/68 | 1,483 1,221 262 Participants . . . |11 - 17 - - -

Future Yeor Estimated Commodities . . . - - - 10 - 10

Obligotions | Total Cont the’:‘::os:ss. Lol L 22 ha,] - k2
Proposed FY 69 82 1,000 2,565 Totol Obligations | 58 85 ;h3 82 - 8o

3}/ Includes FY-66 obligation of $865,000 for St. Louis Contract previously shown under Educetional Development Support.
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Country: DOMINICAN REPUBLIC

PROJECT DATA

PROJECT TITLE

Public Safety

ACTIVITY

Public Administration and Public Safety

FUNDS

TA

PRIOR REFERENCE

PrRoJECT NnUmeer D17-11-710-021

b. 156, FY 68 LA P.D.B.

INITIAL OBLIGATION

Fy: 1962

Fy: 1971

Project Target and Course of Action: To develop the
National Police into a modern professional law enforcement
organization capable of maintaining law and order and
constituting an effective first line of defense against
subversion. A total, integrated police program, consis-
ting of 14 elements, is necessary to accomplish the
project objective. The 14 interrelated elements or sub-
projects of this project are Civil Disburbance Control,
Rural Training Teams, Basic Training - National Police
Academy, Leadership Education, Firearms Training, Police
Administration, Rural/Municipal Policing, Traffic Control
Criminal Investigations, Communications, Motor Vehicle
Maintenance, Records and Identification, Criminalistics
Laboratory, and Training Aids.

Progress to Date: An integrated 5-year plan conSisting
of 14 elements has been prepared by U.S. advisors and
accepted by the Secretariat of Interior and Police and
the Chief of Police. The plan calls for a complete
structural reorganization of the National Police (NP) and
nrofessional training for both officers and enlisted men.
A new police academy suitable for training 5,000 police=-
men in ten l12-week courses and officer cadets has been
constructed. A Directorate of Education and Training

has been formed and numerous short courses given both
senior and junior officers. The Criminal Investigations
Division has been reorganized and a training program for
46 investigators completed. Major crimes reported to the

police decreased 30% from July 1966 to July 1967.
has diminished and the NP contraband section has been
reduced. A Records and Identification Unit has been
formed and 70 NP personnel trained in fingerprint classi-
fication. Motor vehicle maintenance shops have reduced
the number of deadlined vehicles by 85%. A civil distur-
bance control force has been organized, equipped and
trained and has been effective in controlling a large
number of serious disturbances using a minimum amount of
force.

FY 1969 Program: The program is a continuation of the
5-year National Police development plan. Improved person-
nel management, increased rural, border, and highway
patrols, and basic training will be emphasized.

U.S. Technicians: 16 full-time technicians and 1 part-
time advisor to provide technical advice in the various
elements of the program; 1 secretary.

Participants: 9 to attend International Police Academy
basic and specialized courses.

Other Costs: Local travel and miscellaneous expenses.

&/ This includes CI' financing of commnodities not included
in FY 1968 P,D.B.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures Unliquidated OBLIGATIONS
1/ Estimated FY 1968 Proposed FY 1969

Through 6/30/67] 1, 874— 1,687 187 Divect [Contract/ Divect [Contracs
Cost Components AID Other Total AID Other Total

Estimated FY 48 505 500 Agency Agency
Estimated 2.379 192 U.S. Technicians 476 - 476 448 - 448
through 6/30/68 » 2,187 Participants . . . 14 - 14 16 - 16
Future Year Estimoted Commodities . . . 9 - 9 = - -
Obligatiors Total Cost Other Costs . .. 6 - 6 6 s 6
Proposed FY 69 470 1,000 3,849 Total Obligations | 509 - 505 470 - 470
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SCHEOULED FINAL OBLIGATION
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Country:

PROJECT DATA

DOMINICA REPUBLIC TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Public Administration 1/ Public Administration and Public Safet TA
- _P;IOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
pRoJECT numeer 517-11-790-062 p. 157, FY 68 1A P,D.B. Fy: 1965 Fy. 1972

Project Target and Course of Action:

To help the GOIR

secure the revenues needed for development by establish-
ing a consistent and equitable revenue policy and admin-
istering it fairly and efficiently; to help create viable,
self-supporting democratic local govermments which will
assure local participation in the development process.

An Internal Revenue Service PASA team will continue work
with the GOIR in all aspects of tax reporting, collecting,
and auditing., USAID technicians will help the Muniecipal
League provide technical assistance to the 98 municipali-
ties cutside of the capital city, including identifying,
coordinating and developing their resources, training
local officlals, and introducing program budgets.

Progress to Date: The highlight of the 1967 work of the
TRS team with the GODR was the 21% increase in direct

tax collections for the year. A contract economist has
designed a fiscal policy strategy to secure revenues
needed for development. A Clapp and Mayne contract

team has submitted recommendations on the budget account-
ing system of the GODR. The prestige and effectiveness

of the Municipal League in assisting municipal governments
have been greatly increased through the work of AID and
Institute of Public Administration advisors. As a result,
considerable progress has been made in strengthening local

FY 1969 Program: IRS technicians will continue to advise
the GODR in the administration of tax laws. Technical
assistance to the Municipal League will follow a detailed
work program to be accomplished by June 1969. Funding
will include $230,000 for the IRS PASA and $117,000 for
the extension of the Institute of Public Administration
(IPA) contract.

U.S. Technicians: U direct-hire; 1 Chief Public Admin-

Other Costs:

government administration and stimulating the participation
of the municipalities in development activities.

istration Advisor; 1 Budget Analyst; 1 Municipal Govern-
ment Advisor; 1 Supply Advisor. 6 PASA-IRS tax adminis-
tration advisors. 3 IPA contract advisors (1 yr.) and

3 short-term consultants in municipal government.

Participants: 12 for INTAX program; 6 to U.S8. in local
govermment; 4 to Puerto Rico for budgeting and account-

ing; 2 to U.S. in property tax assessment.

Commodities: Accounting, calculating and reproduction

machines; training materials.

Local travel, salaries

}/ Previously entitled "Govermment Organization and
Management".

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligotions Expenditures | Unliquidoted OBLIGATIONS
Estimated FY 1968 P d FY 1969 .
Through 6/30,67 25217 1,312 905 - o oy P T Institute of Public
Tror — ] C (o] irec r otal re Other Total ini i
Estimated FY 68| L8l ggly | .o feenrComeenentt uip | Oer 1T [ AP | ageney | éiﬁmliﬁﬁaﬁﬁe
Estimated U.S. Technicions 132 230 '%62 122 ?’47 %9 Intzgnal Revenue Service
through 6/30/68 |[2,701 2’196 505 Participants . . . 21 ~ 21 50 - 50
Future Year Estimoted Commodities . . . 4o - 4o 1!-0 = Y
Obligations Total Cost Other Costs ., . [ - A1 3L - 3L
Proposed FY 69 593 1,180 Ll»,’-l?’-l Tota! Obligations 254 230 LBk 2l6 347 593

156 a




Country: DOMINICAN REPUBLIC PROJECT DATA TABLE 11

PROJECT TITLE ACTIVITY FUN?S
Community Development }/ Community Development, Social Welfare and Housing TA
FRIOR REFERENCE ) ' INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION,
eROsECT numBER  517=11-B810-052 p. 158, FY 68 LA P.D.B. Fy: 1965 Fy. 1972

Project Target and Course of Action: To support the Office local labor, materials, and cash. 800 youth and 500
of Community Development (OCD) and the Institute for Social adult leaders have attended seminars in community
Promotion (IPS) in impact programe of guided change. development theory and techniques.

Technical assistance (as well as financial assistance from

an $8.6 million development loesn signed in FY-1967)will be FY 1969 Program: Since & number of technical advisors

provided to OCD in support of its goasls (a) to establish are being provided to OCD under the development loan
local projects as a vehicle for creating the habit of self- and assistance to the IPS is available from other sources,
help; (b) to increase capital formation by channeling technical assistance will be limited to the following:
rural savings, labor and materials into useful projects;

(c) to give experience in democratic organization and U.S. Technicians: One U.S. direct-hire advisor to
cooperation at the lowest rural administrative levels, monitor the implementation of the OCD loan and one

and (d) to establish an institutional base for local self contract advisor to IPS to provide guidance to TIPS
government. Technical advice will be given to the IPS in training efforts and agsist in the planning of self-
teaching the residents of the impoverished urban ghettos help projects.

(barrios) through formal instruction and practical ex-

perience to organize their own resources to improve their Participants: 10 Community Development supervisors will

communities. receive gpecialized short-term training in community
development technigues and organization in the U.S. and
Progress to Date: From January through November of 1967, selected Latin American countries.

OCD completed 281 rehabilitation and construction projects

with a total value of $1,035,000 of which the communities Other Costs: Local travel, salaries, etc.
contributed $518,118, OCD $50L4, 700, and other institutions

$45,300. The 80 employees of IPS, aged 18-25, backed by

200 young volunteers, have organized 96 self-help pro- 1/ Includes former project 517~11-990-072 (Youth)
jects in Santo Domingo barrios. 64 of these have been -

completed, with a total value of $77,000 of which AID

donated $30,400, the remaining $u46,700 representing

o ) . U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORSZELENKIES
T Obligations Expenditures Unfiquidated OBLIGATIONS

430 38 Estimated FY 1968 Proposed FY 1969

Through 6/30,67 518 Di Contract/| Direct [Contract
Cost Components irect Bk Total NS QKet Total

Estimated FY 68 155 158 AID RARE ota AID WERER . .
Estimated U.S. Technicians 60 57 17 32 20 52 Cer:Onz-% rvices
through 63068 673 588 8> Participants . . . 9 st 9 10 = 10 ontra

Future Year Estimated Commodities . . . I - = - = -
| Obligations Toml. Cosr Other Costs .. . 29 = 29 12 - 12
Proposed FY 69 Th 225 972 Total Obligotions | 98 57 155 | 5k 20 Th
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Country:DOMINICAN REPUBLIC PROJECT DATA TABLE il

PROJECT TITLE ACTIVITY FUNDS
1llaneous TA
Speczla.l Development Fund S:ESﬁ%Egggcgisce (NITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION|
prosecT Nnumser 91T-11-990-050 P 161, FY 68 LA P.D,B, FY: _'_L%_"-) FY: Cnn'fhm_'l_ng_

Project Terget and Course of Action: To encourage small
self-help efforts, particularly in areas where other USAID
efforts lack immediate impact, by providing grants not
exceeding $5,000 to organizations or groups for projects
which 1) benefit a group rather than an individual,

2) result from a significant mobllization of resources by
the group and which will contribute directly to the econo-
mic and social development of the community involved; and
3) will benefit a group capable of carrying out the acti-
vity without continuing USAID assistance, or & group which
has found & sponsor who will agsume responsibility for any
necessary technical and financisl assistance. Occasionslly
the Fund may be used to assist activities not meeting these
criteria but contributing significantly to the achievement
of overall U.S. objectives such as those described in
Title IX of the Foreign Assistance Act. U.S. Voluntary
Agencies, the American Institute for Free Labor Develop-
ment, the GODR and the Peace Corpe provide technical and
material support to a number of the projects financed under
this project.

Progress to Date: During FY-67, 36 projects were authoriz-
ed for a total obligation of $175,000. As a result of the
recommendations of Vice-President Humphrey, $96,500 of this
was allocated for medicines and medical equipment for e
public children's hospital in Santo Domingo. Other projects
financed from the Fund include assistance to community
development and youth organizations, repair, construction

and equipment of medical clinics. As of August 1967,
50% of the 36 projecte were completed and the remainder
scheduled to be completed by the end of the year.

U.5. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
[T O;ligo'ion‘ Expenditures Unliquidated o OBLIGATIONS
Estimated FY 1968 Proposed FY 1969
Through 6/30,67| 387 272 115 irect |Contract/ rect [Coptract
r‘oug - Cost Components D;'“eoc' %‘oh:rc Total DA’,’S' AO"‘" Total

Estimated FY 48 50 121 Agency geﬂg)' 6
Estimated L 7 393 44 U.S. Technicions - 6 - = =
through 6°30.768 3 Participants . . .

Future Yeor Estimated Commodities . . . = = = = =

Obligations Total Cost Other Costs ... bk kb 69 - 6
Proposed FY 69 75 Continuing Total Obligations | 4 6 >0 69 6 [
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Country: DOMINICAN REPUBLIC

PROJECT DATA

TABLE Il

PROJECT TITLE ACTIVITY FUNDS
Technical Support Technical Support TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PROJECT NUMBER 517—11-990—000 p.l62, FY 68 LA P.D.B. FY: 1962 FY: Continuing

FY 1969 Program:

U.S. Technicians:

20 Direct-hire personnel including:

1 Asst. Director, 5 Program Officers, 3 Loan Officers,
L Engineers, 4 Food-for-Peace personnel, 1 Financial

Analyst, and 2 secretaries.

TDY contract assistance to

Amprove commodity import physical and accounting control

procedures.

Commodities:

Other Costs:

supplies and equipment.

Office equipment, supplies; household
furnishings; replacement vehicles.

Salaries of local staff under Technical
Support project, maintenance and operation of Mission
vehicles, rent and utilities, and locally purchased

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/AEENKIER
Obligations Expenditures Unliquidated OBLIGATIONS
3.819 3 612 Estimated FY 1968 Proposed FY 1969
Th h 6/30/67 > 20 . ntra . Contract
oo . > 7 Cost Components DAr'eDﬂ Cw/ Total DX"[;:' Uﬂgg Total Lybrand’ Ross
Estimated FY 68 982 980 Rgéaty B LSS
Estimated U.S. Technicians 600 30 630 600 30 630
through 6/30/68 4,801 4,592 209 Participants . . . - = - = = =
Future Year Estimated Commodities . . . 85 - 85 85 - 85
Obligotions Tatal Cost Other Costs . . . 267 - 267 267’ - 267
Proposed FY 69 982 Continuing Totol Obligations | G52 30 982 952 30 982
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PROJECT DATA SUMMARY

TABLE IY

COUNTRY: DOMINICAN REPUBLIC (Dollar Amounts in Thousands) Part 2
B FY of Through FY 1967 Estimated FY 1968 Proposed Program
FY of | Sched- — — FY 1969 Future | Estimated
. i Proj Numb Initial ”,led . . Ugcl,l,ql:jl- . . Ug‘l,l,qety- Yeor Total
Project Title rerect Rumber | Obliga- &,",‘i“g'o_ Obliga- | Expendi- | o o0 o o] Oligos | Expendic f o o el Funds | Amount lObligationy  Cost
tion tion tions tures 673067 tions tures 6/30/68
Civic Action Road Construction Improvement 517-11-310-041| 1964 | 1968 83 69 14 - 15 - 84
Skilled Manpower Development 517-11-420-030{ 1963 | 1966 289 262 27 - 27 - 289
Vocational Education 517-11-690-071{ 1963 | 1967 702 567 135 - 135 - 702
Worker Housing 517-12-830-081{1965 | 1968 600 522 78 - 78 - 600
Total . viiiie i iiiiineetiiennnenes
7 N
SA i et e
DL (gronts) .........cc.viianas
160



STATUS OF DEVELOPMENT LOANS TABLE V

Country: DOMINICAN REPUBLIC Borrower: Government of the Dominican Republic Funds: AFP Loan
Title and Number of Loan: Qperation and Maintenance of Financial Status: $1,245,000 or 83% of this loan haes been
Irrigation System 517-L-00k disbursed. All funds have been committed and full dis-
— - bursements are expected by June, 1968.
Date Authorized: November 1k, 196k Date S.gned: November 30, 1964
Loan Status as of 12/31767 Loon Terms Host Country Contribution-Procurement Sources: The
(In Thousands of Dollars and Equivalent) | fy .. =~ 40 yrs. Dominican govermment is paying the local currency costs
of office, secretarial and local transportation expenses
Authorized ... ........ 1,500 ' of the U.S. consultants and financing a portion of the
Crace Period .. ...... 10 yrs. costs for irrigation maintenence and rehabilitation.
Disbursed . . ... ...... 1,245 Equipment financed under the loan is being purchased in the
Interest Rate . . 6P, ... 1% United States.
R _ thereafter 244
epayments .......... Comments on Implementation: Uncertainties within the
Currency of Repoyment . . $US Dominican Goverrment implementing agencies due to changes
Interest Collected . . .. .. 5 of Govermment, lack of Government fund support of INDRHI
N R operations, and insufficient qualified engineering and
Purpose of Ioan: To assist in the rehabilitation of operations personnel have mutually contributed to the delay
existing irrigation systems through the procurement of
. of the program. The Mission, through use of Parsons con-
operation and maintenance equipment and spare parts and sultants, is working closely with INDRHI endeavoring to
technical assistance to the National Water Institute ~ ’ i d hasten enforcement of water rate
(INDRHI). The loan is part of the USAID effort to in- up-grade operations an jas entorcement oI water r
crease Dominican agricultural production and raise the charges, s0 a& to make tie program self-sufficient.

standard of living in the rural areas.

Physical Statue: Prior to 1965, the Govermment of the
Dominican Republic operated irrigation systems designed to
irrigate 100,000 hectares, Due to the lack of maintenance
and flood dsmage the area receiving en adequate water supply
had been reduced to about one half. During the period
1965 through 1967 loan funds were used to finance rehabili-
tation work on all mejor cansls and on many of the smaller
canals, bringing back into productivity at least 20,000
hectares. It will be necessary to rebuild and replace
many damaged and obsolete structures to bring the balance
of 30,000 hectares into productivity. To assure an
equitable delivery of water, for which rates may be
charged upon volume delivered, measuring gates must be
installed. These are presently being fabricated.
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STATUS OF DEVELOPMENT LOANS TABLE v

Borrower: Government of the Dominican Republic Funds: AFP Loan

Comments on Implementation: Although implementation of this

Country: DOMINICAN REPUBLIC
Title and Number of Loan: Feasibility Studies
517-L~-005
‘Dote Authorized: January 5, 1965 Date S.gned: February 16, 1965
o _l—,ogu Status os of ]2,’3]L67 Loon Terms
r(ln Thousands of Dollars ond Equivalent) Duration . . o oo oo 40 yrs.
Authorized . . . .. .. .... 1,000
Grace Period . . ... ... 10 yrs.
Disbursed .. ......... l|.75
Interest Rate .. GP. ... 1%
Repayments . .. ... .... - thereafter ii
Currency of Repayment . . $US
Interest Collected . ... .. -

Puxpose of Loan: To assist in financing the cost of
feasibility studies, pre-feasibility studies and project
evaluations required for investment proposals, public or
private, which will contribute to the social and economic
development of the country.

Physical Status: Twelve contracts have been approved for
studies under this loan. Ten contracts have been signed
and work on them has either been completed or is underway.
The Government of the Dominican Republic is reviewing the
completed studies and the Mission expects to receive
requests to help in the financing of several projects
developed under this loan.

Financial Status: Studies amounting to the full amount of
the loan have been approved by the A.I.D. Mission. All
studies are expected to be completed by May 1968 and all
funds are expected to be disbursed by December, 1968.

Host Country Contribution-Procurement Sources: All pro-
posale for studies under the loan are channeled through
the National Planning Office (Technical Secretariat of the
Presidency). Equipment, materials and services financed
under this loan are to be procured from the United States
or the Dominican Republic.
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loan was initially slow due to the disruption caused by civil
strife during 1965, prospects for a group of well developed
and useful studies are now excellent.



STATUS OF DEVELOPMENT LOANS

Country: DOMINICAN REPUBLIC Borrower: Govermment of the
Title and Number of Loan: Private Investment Fund (PIF')

517-L-007
FB;VM Authonzed Ma,rch 31, ]_965 Date Signed: April 19, 1965
Loan Status as of 12/31/67 . LoonTerms

(In Thousands of Dollars and Equivalent) Duration . .+ oo 40 yrs)
Avthorized . . . .. ... ... 5, 000

Grace Period .. .. .. .. 10 yrs.
Disbursed .. ......... 2,373

Interest Rate . . GP . . .. 1%

thereafter 3

Repayments ... ....... -

Currency of Repayment. . $US
Interest Collected . . .. .. 9

Purpose of Loan: To finance the dollar and peso costs of
private sector projects in order to increase production
and servicees in agriculture, industry, mining and transpor-
tation, with the following priorities: (a) promotion and
diversification of exports, (b) elimination of production
bottlenecks, and (c) import substitution. Sub-loans are
made by the Central Bank acting through the commercial
banks.

Physical Status: The PIF has approved loans totaling
$3.9 million to assist 39 firms in establishing new in-
dustries or expanding existing onee. New enterprises have
been established not only in the capital, but in other
arese of the country as well.

Financial Status: $2,370,000 was disbursed on December 31,
1967 ve. only $300,000 a year earlier. Disbursements are
explected to continue st the 1967 rate.

Host Country Contribution - Procurement Sources: The PIF
is administered by the Central Bank. Local commercial
banks process loan applications and assume the commercial
risks in the proposed investments. The investors cone
tribute at least 50% of the equity involved in the new
investment.
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TABLE V
Dominican Republic Funds: AFP Loan

Equipment, materials and services are procured from the
United States or the Dominicen Republic.

Comments on Implementation: The loan agreement providing the

funde for the program waes signed early in April, 1965. The
revolution intervened and no organized attempt to implement
the program was made until the first quarter of 1966. The
first loan was approved by the Banco Central on May 30, 1966.
Because of the Banco Central's strict interpretation of the
loan requirements, the program wae slow in starting. USAID
has been working with the Banco Central to expedite loan
approval procedures and to gain the confidence and cooperation
of the private commercial banks. Consequently the accelerated
disbursement rate in 1967 is expected to continue.



STATUS OF DEVELOPMENT LOANS TABLE V

Country: DOMINICAN REPUBLIC Borrower: Government of the Dominican Republic Funds: AFP Loan
Title and Number of Loan: National Housing Bank (Second Loan) Explanation of two-step process: To help ease the Dominican
517~-1~008 Republic's foreign debt service problem in the next few years,

agreement has been reached under which the Dominican Govern-

Date Authorized: January 21, 1966 Date Signed: March 29, 1966 ment will receive loan payments from the borrowers in local

Loan Status as of 12/31/67 Loan Terms currency, reimbursing AID in dollars within 4O yeare, in-
(In Thousands of Dollars and Equivalent) Duration 20 cluding a 10 year grace period with annual interest at 1%
----------- yrs.
during the grace period, and 2i% thereafter.
Authorized . . . .. ...... 5,000 Two-step Lo yrs.
Grace Period .. ... .. 5 yrs.
Two- ste 10 yrs.
Disbursed .. ......... 3,268 P yr
Interest Rate . .GE 135, aftex
Two-step GP 1%; afte:?
Repayments ... ....... -
Currency of Repayment . . $US
Interest Collected . ... .. 20

Purpose of Loan: To enable the National Housing Bank to
meet the demand for housing through the savings and loan
gystem established with the assistance of a prior AID loen.

Physical Status: Eight Savings and Loan Associations are
membere of the National Housing Bank. The number of savings
accounts as of December 31, 1967, was 15,565 totaling
$5,154,000 as against 12,242 and $4,158,000 as of December
31, 1966. The number of mortgege loans on record as of
December 31, 1967, was 2,851-an increase of Tl1ll from the
December 31, 1966, balance of 2,140 mortgage loans recorded.

Financial Status: The loan should be fully disbursed by X
the end of the FY-1968.

Host Country Contribution-Procurement Sources: The
Dominican Govermment has both guaranteed and assumed
maintenance of value risks on the loan. Dollar disburse-
ments are tied to U.S. procurement through the Special
Letter of Credit procedure.

Comments on Jmplementation: There have been no major
implementation problems.
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STATUS OF DEVELOPMENT LOANS

Country: DOMINICAN REPUBLIC Borrower:
Title and Number of Loan: Managed Agricultural Credit
517-1~010
t:D(He "."Authro’rr-i:ed: May U, 1966 Dote Sijned: October 5, 1966
~__Loon Stotus o3 of 12/31/67 Laan Terms
F(In Thoosands of Dollars ond Equivalent) Durction . oo v oo 4O yre.
Authorized . . . ... ..... 9,500
Grace Period . . ... ... 10 yrs.
Disbursed ........... 2,084
interest Rate . .GE | Jl-%
thereafter 2%
Repayments . ......... -
Currency of Repayment . . $us
Interest Collected . ... .. 5

Purpose of Loan: This program involves a combination of
loan and technical assistance to farmers through the
Dominican Agricultural Bank. It is the goal of this
activity to increase productivity and agricultural de-
velopment under a managed credit program.

Physical Status: Disbursements were suspended in the Uth
querter of CY 1967; they will resume when the Agricultural
Bank has made changee in its administration and loan
processing procedures requested by the USAID, It is the
desire of the USAID, in conjunction with the IDB, to revamp
the entire operations of this Bank to make it more effi-
cient and more attuned to the needs of the people.

The Bank is in the process of making the required changes
and is working with USAID personnel to satisfactorily
accomplish these changes.

Sub-loans and technical assistance have been availsble
to the Dominican farmers since March 20, 1967.

Government of the Dominican Republic

TABLE V

Funds: AFP Loan

Financial Status: The USAID believes that when the current

suspension is lifted the rate of disbursemente will be higher
than before the disbursements were stopped.

Host-Country Contribution-Procurement Sources: The Govern-

ment of the Dominican Republic has both guaranteed and
assumed maintenance of value risks on the loan. Equipment,
materials and services are to be procured from the United
States or the Dominican Republic.

Commente on Implementation: See Physical and Financial
Status Comments.




STATUS OF DEVELOGPMENT LOANS
Borrower: Government of the Dominican Republic

Country: DOMINICAN REPUBLIC

Title and Number of Loan:  Community Development

517-1-014

r—l)vcv:;e_Authorirxed:mhrdiazfrc?h 8, 1967  Date Siyned: April 26, 1967
o ,}f’i"_ﬂ",')“ os of 12/31767 _ Loan Terms
(In Thousonds of Dollers and Equivalent) Durction .« . o v o oon o 40 yrs.
Authorized . . . .. ...... 8, T00

Grace Period . ... .. .. 10 yrs.
Disbursed ........... 1,499

Interest Rate . .GE . . .. :]L.%

hereafter

Repayments .. ........ - t 22%

Currency of Repayment . $US
Interest Collected . .. ... -

Purposge of loan: To assgist in financing the cost of
community projects designed to secure through self-help
measures maximum participation of the people of the
Dominican Republic.

Behind the epecific self-help projects

lies the long range goal of such a program--the establish-
ment of local democratic institutions responsive to local
community needs as called for under Title IX of the Foreign

Assistance Act.
groups of technicians to help the Office of Community
development expand and strengthen its program.

Physical Status: 86 projects with an estimated cost of
$324,000 have been approved. Technical assistance, in
the form of Agricultural Technician Teams, has been
initiated and 1s contributing to the goals of the
program.

Financisl Status:
1967.
1968.

Host-Country Contribution-Procurement Sources:

Disbursements are expected to accelerate in CY

50% of

the cost of the program is being financed by the Domini-
GOIR

cans--22% by the GODR and 28% by local communities.

This loan will also assist in supplying

$1,499,000 was disbursed on December 31,
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TABLE V
Funds: AFP Toan

financial support will be directed toward meeting
administrative costs. It is anticipated that local
communities will provide up to $4.8 million in labor
and materials.

Equipment, materials, and services financed under the
loan are being procured from the United States or the
Dominican Republic--U.S,., dollare used to finance local
currency coste will be used to finance goods and related
gervices procured from the United States.

Comments on Implementation: Disbursements in the early
monthe of this program were slow as the borrower was not
familiar with A.I.D. procedures. The Mission has been
working closely with the borrower and these efforts have
shown good results. The rate of disbursements and the
number of projects are expected to show rapid acceleration
in CY 1968.



STATUS OF DEVELOPMENT LOANS

Country: DOMINICAN REPUBLIC Borrower: Govermment of the Dominican Republic
Title and Number of Loan: Feasibility Studies
517-1~016
Date Authorized: June 13, 1967 Date Signed: January 10, 1968
Loan Status as of 12/31/67 Loan Terms

(In Thousands of Dollars and Equivalent) Duration . . o« oo oo .. 40 yrs.
Authorized . . . .. .. .... 2,000

Grace Period . . ... ... 10 yrs.
Disbursed .. ......... -

Interest Rate . .G® . ... 1%

thereafter

Repayments . .. ... .... -

Currency of Repayment. . $us
Interest Collected . .. ... -

Purpose of Loan: To assist in the financing of feasibility
prefeasibility, and general planning studies which will
contribute to the economic development of the country. In
addition it will provide technical assistance to the
Planning Office.

Physical Status: The Loan Agreement was signed Januasry 10,
1968. The borrower is in the process of meeting the con-
ditions precedent to disbursements. -

Financial Status: No disbursements have been made under
the loan.

Host Country Contribution-Procurement Sources: All pro-
posals for studies under the loan are channeled through
the National Planning Office (Technical Secretariat of the
Presidency). Equipment, materials and services financed
under this loan are to be procured from the United States
or the Dominican Republic.

Comments on Implementation: Since most of the studies to
be performed under this loan have already been agreed upon
by both the National Planning Office and the USAID, the
implementation of this loan, after it is signed and all
conditions precedent are met, should be smooth.

Funds: AFP L.oan

TABLE V



STATUS OF DEVELOPMENT LOANS

Country: DOMINICAN REPUBLIC Borrower: Government of the Dominican Republic
Title and Number of Loan: Foundation for Educational Credit
517-1~017
MD:t;;&;th;‘i/x;d_: June 21, 1967 Date Signed: January 10, 1968
Loan Stotus as of 12/31/67 Loan Yerms
(In Thousands of Dollars and Equivalent) | .00 40 yrs.
Authorized . . . . ... .. .. 1,400
Crace Period .. .. .... 10 yrs.
Disbursed .. ......... -
Interest Rate . . G . . . 1%
thereafter 244
Repayments . ... ...... -
Currency of Repayment. . $US
Interest Collected . .. ... -

Purpose of Loan: To assist in the establishment and
capitalization of an effective credit institution which
will administer a fund for educational credit for advanced
technical training and university level study in the
Dominican Republic and the United States. Technical
agelistance relating to the development of the institution
will also be financed.

Physical Status: This loan was signed January 10, 1968.
The borrower is in the process of meeting the conditions
precedent to disbursement under the loan agreement.

Financial Status: There have been no disbursements under
this loan.

Host Country Contributions-Procurement Sources: The Govern-
ment of the Dominican Republic has guaranteed the loan.

All administrative costs will be financed by the GODR
through 1970/71. In the following year interest payments
on sub-loans will generate sufficient funds to phase out
GOIR funding.

All services financed will be procured from the United
States or the Dominican Republic.
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STATUS OF DEVELOPMENT LOANS

TABLE V

made in accordance with normal A.I.D. procurement pro-
cedures applicable to intermediate credit institutions

and development banks.

Country: DOMINICAN REPUBLIC Borrower:  Goverrment of the Dominican Republic
Title and Number of Loan: Private Development Company
517-1-018
Bate Avuthorized: June 7é1, 1987 [‘)—;;’;é;‘;d: -
. ,,,,,,V,Lj,o_r," %ﬁ'“ﬁ"‘,” as of 12731 ;’767 Loan Terms
(In Thousands of Dollars and Equivalent) Duration . o v oot 40 yrs.
Authorized . . . ........ 5, 000
Grace Period . . ... ... 10 yrs.
Disbursed .. ......... -
Interest Rate .. GF . . .. 1%
Repayments . .. ....... - thereafter 2%%
Currency of Repayment . $US
Interest Collected . ... .. -

Purpose of Loan: To assist in the establishment of a
private development finance company which will make loans
and equity investments for the creation, expansion and
modernization of manufacturing, agriculture, mining,
transport and service industries and other facilities in
the Dominican Republic.

Physical Status: The loan is expected to be signed in
March, 1968.

Financial Status: No disbursements have been made.

Host Country Contributions - Procurement Sources: The
stockholders of the development bank will invest $1.0
million. It is estimated that during the first three
years of operations projects valued at $15.0 million will
be partially financed with these funds throughout the
country. Of that amount, $5.0 million will be from the
A.I.D. loan, $1.0 million from stockholdere' equity, $1.8
million from repayment and earnings and $7.2 million from
the sub-borrowers as their own contributions.

100% of the A.I.D. funds will be used to purchase goods
or services in the United States. All purchases will be
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Peru \

Peru

Colombia

Ecuodord

Bolivia

BASIC DATA

Population (millions — mid-1967)........... 12.4
Annual Growth Rate (percent)............ 3.1
Area (1000 square miles).................. 496
Population Density Per Square Mile....... 25
Agricultural Land as % of Total Area ....... 16
Percent of Labor Force in Agriculture.. ... 50

Previous Page Blank

Per Capita GNP (dollars).................... 299%
Life Expectancy (years). .....coooviivin.... 55
People PerDoctor . ..vovviivin i, 2,150
Literacy Rate (percent) ........... ..o vu.... 61
Pupils as Percent of Population.............. 19

(Primary and Secordary)

¥ = 1967 in 1966 prices.
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Country: PERU

(Excludes classified materials which have been made available to
appropriate Committees of the Congress.)

PROGRAM SUMMARY

{(In millions of dollars)

FY 1967 FY 1968 FY 1969

Actual Estimated Proposed
Development Loans 17.k 37.72/ 30.0
Technical Assistance 5.2 L.8 5.5
Total A.I.D. Assistance 22.6 42.5 35.5

a/ Includes $241,000 in grants for population programs under
‘Titie X of the Foreign Assistance Act,

U.S. Aid Objectives

The election of Fernando Belaunde Terry as President of Peru in
1963 raised great hopes for the role that Peru might play in the
Mliance for Progress. The value to the Alliance, and hence to
U.S. interests, of accelerated economic and social progress in
Peru was obvious because of the country's unmistakable importance
in Latin America. In addition, it had long been a major U.S.
trading partner and a locus of much U.S. private investment.

Peru, in many ways, epitomizes the challenge facing the Alliance.
Tt is characterized by extremes in wealth and opportunity.

Half the population consists of Indians living in the mountains,
not integrated socially with the rest of the country, and sub-
sisting at or below the economic and cultural standards of the
pre-Spanish era. The country has a tradition of military inter-
vention in the political process. A fresh start for attacking
these deep-seated problems seemed to be offered by the democratic
election of Belaunde, who ran on a platform of development and
social reform.
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The Belaunde Government launched a program of greatly expanded
investment in publie works and community development. Large
investments were made in roads, power projects, and other infras-
tructure, as well as programs in education, health, agrarian
reform, and agriculture.

But the high hopes held out at the onset of the Belaunde Adminis-
tration have been substantially frustrated by the Government's
increasing difficulties in mobilizing internal resources. The
opposition political parties, whose coalition controls the Congress,
have thwarted Government efforts to secure new revenues.

U.S. objectives are to support a wide ranging program of self'-help
which will help Peru to regain the 6%-7% growth rate performance
experienced up to 1967. These include:

--The adoption by Peru of new tax revenue measures to support
the level of the govermment's development investment pro-
grams at the 1966-1967 level, without resort to inflation-
ary measures,

--An increase in the proportion of the budget which is
allocated to development rather than defense.

--The preservation of an attractive climate for private
investment.

--Agreement with the IMF on a stabilization program,
--A more equitable distribution of income,

--An increase in agricultural production towards self-
sufficiency in key food crops for domestic consumption.

~-A greatly improved quality of primary, secondary, voca-
tional, and university education and increased literacy.
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Country Performance and Self-Help

Despite recent developments, Peru's economic growth (6%-7% a year)
over the past decade and a half compares very favorably with other
Latin American countries. This growth has been due primarily

to the outstanding performance of the private sector, which con-
centrated on the development of a well-diversified export trade.
The dynamic export sector has grown during the 1960's at an
average annual rate of about 10% with a favorable impact on over-
all economic growth,

Private enterprise has provided more than three-fourths of Peru's
gross investment during this period as well as the vital foreign
exchange necessary for imported capital equipment, raw materials,
and foodstuffs or ‘other ccnsumer goods not locally available.
This export growth has now slowed and is unlikely to increase at
more than a 3-4% rate in future years due to factors such as the
discouraging outloock for Peru's agricpltural exports and limita-
tions on additional mineral exports.

While Peru remains basically attractive as an opportunity for
foreign investment, the evénts of* recent months have led many
private investors to defer planned investments until the Govern-
ment displays the ability to cope with the overall situation.
Similarly, the. Consultative Group established in July 1966 under
the leadership of the IBRD to coordinate public investment in
Peru has not reconvened since its organizational meeting.

It is obvious that the Govermment of Peru will have to make a
major effort in the future to improve its own fiscal performancc.

Agriculture

Peru has taken many self-help measures to advance its social and
economic development in the rural sector. An Agricultural
Promotion Law was passed in mid-November 1967 and will go into
effect April 1, 1968, which provides a variety of incentives for
suppliers of farm machinery and chemicals, food processors and
other compenies engaged in agro-industry.

The credit channels for small and medium sized farm operators
continued to be expanded. About 33,000 loans for the equivalent
of $20 million have been made over a period of 3% years under a
supervised agricultural credit program established with A,I.D.
assistance, To reach the overall food production goals it is
estimated that these credit programs will have to reach approxi-
mately 27,000 farmers each year hereafter.

Peru's food situation continues to be characterized by: (a) a

long-run annual rate of growth of demand for food of U.4% compared
to a long-run rate of growth of food crop production of below

3%, which has led to rapidly increasing imports of such items as
milk, meat, rice, wheat and oils {from $70 million in 1960 to
almost double that in 1966): (b) continued low levels of nutri-
tion in the rural areas, cspecially in the Sierraj (c) discrim-
ination against producers to maintain low consumer food priccs
relative to other costs of living; and (d) allocation by the
Peruvian agencies concerned with agriculture of a disproportionate
share of their budgets to social reform activities rather than
production oriented programs.

The national agricultural university at La Molina has expanded
its budget by 700% during 1960-1966. Enrollment has doubled
and the university now is one of the outstanding land grant
type institutions in Latin America. Both A.I.D., and IDB are
assisting the school to expand its facilities. A.I.D.'s $3.9
million- equivalent and IDB's $2 million are part of a $7.1
million expansion program now underway.

Education

Peru is increasing its expenditures on education with the recsult
that its school system has rapidly expanded, from primary to
university levels. The literacy rate, now estimated at 61%,

is expected to rise. Since 1960, the Pcru Govermment has built
6,500 new schools. The number of children enrplled in primary
and secondary schools has increased by about 1,100,000, or 70%
in the same period. From 1960 to 1965, university enrollment
more than doubled, incrcasing from 31,000 to over 64,000.
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Public expenditures for education have increased (in real terms)
by over 200%, from about $66 million equivalent in 1960 to about
$190 million equivalent in 1966, and currently account for 30% of
the central and local government budgets. In spite of this good
performance, the need for accelerated educational programs remains
great. Only about 65% of the children are enrolled in primary
schools, and about two-thirds of these drop out before completing
the educational cycle. Only 15% of the secondary school age group
actually attend schools.

Peru's population is growing at an estimated 3.1% per year.

This rate may be sustained or increased over the next five years--
but the growth of per capita GNP may not exceed 3% per year. There
is widespread and increasing conviction in Peru that the individual
family has the right to decide for itself the question of family
planning. This is leading to a growing public demand for maternal
and child health programs which would include family planning
services.

FY 1969 Program

Subject to the self-help requirements of the Inter-American
commitments and U,S. law, A.I.D. is prepared to provide a $35.5
million level of assistance in FY 1969. This is in support of
Peruvian Government action to implement measures to devote
increased resources to needed programs, particularly in the fields
of agriculture and education. A,I.D. plans an FY 1969 loan program
of $30 million to finance possible sector loans and specific
project proposals. In addition, $5.5 million in technical
assistance is proposed for agriculture, rural development, public
administration and education. Finally, a $10 million P.L. 480
dollar repayable sale is proposed during FY 1969 plus continued
foodstuff grants of approximately $6 million in commodities to
support the successful child feeding, reforestation, civic action,
and voluntary agency P.L. 480 programs.

The principal instrument to achieve A.I.D. objectives in the
agricultural sector will be proposed loans ($17.5 million) to
open up or improve new and fertile agricultural areas and link
them to markets in Lima, to assist the agricultural university
at La Molina, to provide agricultural credit to farmers and for
agro-industry.
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An agricultural sector loan may be provided if Peru is able to
mobilize its domestic resources in this field. It would provide
funds to import necessary farm equipment, fertilizer, improved
seed, livestock, pesticides and fungicides.

The local currency derived from such a loan or from the proposed
P.L. 480 sale will be programmed to increase the level of
investment in the agricultural sector, principally expanding credit
facilities available to the medium and commercial type operators
who give priority to foodstuff production. A major share of this
local currency will go to "commodify-in-depth" programs for five
key crops: potatoes, livestock and forages, beans, fruit, and rice.
These programs will train and mobilize into a concentrated effort
tHe scientists and agricultural technicians working in present
Peruvian organizations. North Carolina State and Iowa State
Universities under contract with A.I.D. are providing the

technical éxpertise in the research phase of this program.

All A.I.D. loans in agriculture will contain a series of mutually
agreed self-help actions subject to periodic reviews and releases
of funds. These actions will include increases in the percentage
of the government budget going to agriculture; measures to increase
the efficiency of the public institutions in this sector such as
better training for personnel, higher salaries and adequate opera-
ting funds; and policies to improve the incentives for the farmer
to produce. The latter would include reduced marketing costs

with higher prices for the farmers and the establishment of a
market news service.

Project loans are proposed in 1969 including a $2.5 million loan
for additional construction of classrooms for the National
Agricultural University at La Molina, and loans for specialized
credit programs such as one to develop agro-industry in Southern
Peru ($4 million).

A.I.D. proposes a $3.5 million loan to a private institute in

FY 1969 in the education field to increase the output and quality
of skills in short supply, in such fields as medicine and para-
medical skills, the natural sciences, engineering, agriculture,
administration and economics. A.I.D. also plans project assistance
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($7 million in FY 1969) to a few carefully selected universities Technical assistance in education is provided through a contract
which are willing to adopt academic and administrative reforms. A with Teachers College, Columbia University, to act as a catalyst
new contract with a major U.S. university will be negotiated to in improving the education sector through cooperation with the
provide advisory services in this field and to supervise the U.S. Ministry of Education and key universities.

funds which would be used for scholarships, construction, equipment
and U.S. advisors.
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SUMMARY OF PROGRAM BY FUNCTION
Country: PERU (Dollar Amounts in Thousands) TABLE Il
Actual FY 1967 Estimate FY 1968 Proposed FY 1969
Coregory Torol | penw | aveen. | Fend | Toel g/ Ao | e | SRe | Teel | Jo | A
Development Loan Program. . . . . 17,400 XXX XXX XXX 37,741 XXX XXX XXX 30,000 XXX XXX
Programs Other than Devel. Loon v
Project Assistonce
U.S. Technicians. . ...... 3,112 3,112 - - 3,332 3,332 - - 3,549 3,549 -
Participants . . .. ....... 508 508 - 551 551 - - 667 667 -
Commodities .......... 530 5301. - 167 167 - - 162 162 -
Other Costs +.......... 1,033 1,033 - 765 765 - - 1,122 | 1,122 -
Total Project Assistance . . . . 5,183 5,183 - 4,815 4,815 - - 55500 2,500 =
Method of Financing
Project Assistonce
Direct ALLD. .......... 2,439 2,439 - - 1,780 1,780 - - 2,248 2,248 -
Other Agency .. ........ Lok Lok - 41k hay - - 339 339 -
Contract ............. 2,320 2,320 - 2,621 2,621 = - 2,913 2,913 -
Progrom Assistance .. ..... - - - - - - - - - -
Total Other than Devel. Loan . 5,183 5,183 - - J-I-,815 ’-I-,8l5 - - 5,500 5, 500 -
Total Assistance .. ......... 22,583 XXX XXX XXX 42,556 XXX XXX XXX 35,500 XXX XXX

a/ Includes $241 thousand in grants for

NUMBER OF U.S. TECHNICIANS (Program Overseas)

population programs.

NUMBER OF PARTICIPANTS

On Duty At Close of Year Programmed During Year
TYPE OF TECHNICIAN Actual Estimate Proposed TYPE OF PARTICIPANT Actual Estimate Proposed
FY 1967 FY 1968 FY 1969 FY 1967 FY 1968 FY 1969
AlD.employed.............. 39 39 39 Non-contract « » « o e oo e e e v 183 109 123
Participating agency . ......... 12 12 11
Contractor technicians . ........ 72 €8 72 Contract ................ 107 93 99
Total .................. 123 119 122 Total . ............... 290 202 222
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Country: PERU PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Agricultural Programs, Planning and Agriculture and Natural Resources TA
Research PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PROJECT numser  927=11~-140-053 p. 174, FY 68 IA P.D.B. Fy. 1962 Fy. 1971

Project Target and Course of Action: Targets are (1) to
establish sound agricultural price and marketing policies
which will provide incentives to farmers for increased food
production and improved distribution, and (2) to develop the
capacity of Peruvian agencies to make critical evaluations
of project development proposals. AID assistance is aimed
at developing the capacity of Peruvian agencles to analyze
investment priorities and food supply and demand relation-
ships (as a basis for establishing sound government agricul-
ture policies).

Progress to Date: USAID/Peru made considerable progress
during CY 1967 in assisting the Government of Peru (1) to
recognize the dimensions of the problems of the country's
lagging agriculture sector and (2) to begin to adopt, with-
in a sound analytic framework, pricing and marketing poli-
cles and various action programs designed to provide Peru-
vian farmers with the increased fincentives and inputs needed
to increase domestic food production on an economically
competitive basis.

An In-depth analysis of the Peruvian agriculture sector
for the period 1967-1972 was completed. ,

Through a combination of analytical studies and technical
advisory assistance, the Mission and the contractor were
effective in influencing a number of Peruvian policy de-
cisions affecting the agricultural sector: (1) the drafting
of a comprehensive Agricultural Promotion Law which was
signed on 16 November 1967 and is now in effect; (2) the
adoption of pricing policy changes to encourage production
of rice, beans, sugar, meat by allowing an incentive to

farmers to Increase their production of these crops; (3) the
creation of a Programming and Budgeting Office in Peru's
Office of Agrarian Reform (ONRA). As of 1/1/68, 22 contract
participants had returned to key positions with ONRA. Un-
liquidated balance 6/30/68 results because contract fi-
nancing extends 6 months beyond fiscal year and there is
normally 6 months lag in contractor billings.

FY 1969 Program: Iowa University advisors wiil work pri-~
marily with the National Food Supply Corporation in the
analysis of food marketing; with the planning, statistical,

. and other offices of the Ministry of Agriculture on general

agricultural policy; and on the evaluation of major agricul~
ture investment projects in irrigation and fertilizer plants.
Funds are needed to extend the on-going lowa Contract for

12 months, through 31 December 1969.

U.S. Technicians: Full time contract advisors will be
reduced from 8 to 6 supported by 5 short term economic
consultants and one man-year of campus backstopping.

Participants: Financing 8 long-term and 4 short-term con-
tract participants to receive advanced training in agricul-
tural economics and marketing.

Other Costs: Support costs for the contractor (local
travel, printing of publications, etc.) and the salaries of
two local personnel.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/ XEANKAEX
Obligations Expenditures | Unliquidated OBLIGATIONS L State Uni .
Estimoted FY 1968 Proposed FY 1969 owa ate Univers y

Through 6/30,67] 2,082 1,602 ‘480 Cont Componanta | Brmer [oogroe ] 1o B Copract]
Estimated FY 48 345 388 AD | ) eney AID | fCency
Estimated U.5. Technicions - 280| 280 - 255 255
through 6/30/68 | 2,427 1,990 437 Porticipants . . . - 50 50 - 45 45

Future Year Estimated Commadities . . . - - - T i -

Obligations Total Cost Other Costs . . _ 15 15 . 15 15
Proposed FY 69 315 610 3,352 Total Obligations - 345 345 - 315 315
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Country: PERU PROJECT DATA TABLE (il
PROJECT TITLE ACTIVITY FUNDS
Agricultural Institutional Development Agriculture and Natural Resources TA

and OperatiOnS PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION,
PROJECT NUMBER 527-11-110-060 p-. 175, FY 68 1A P.D.B. Fy: 1962 Fy: 1971

Project Target and Course of Action: To increase the annual
growth rate of consumers' food supply from an average of
3.9% over the last 10 years to 4.4% through increased pro-
duction and improved distribution, and meet the food needs
of Peru's population growing at over 3% per year. The pro-
ject concentrates on production and marketing of key food
commodities: potatoes, livestock, beans, and fruit through
in-depth research; extension, and promotional efforts, in-
cluding improved and expanded use of fertilizer, new seed
varieties, credit to small and medium-sized farmers; and a
continued expansion of the supply of trained manpower. A
wheat or rice program is planned to be initiated in 1969.
USAID will continue working in 1968 and 1969 through North
Carolina State University in building two institutions of
key importance to Peru's agricultural development: SIPA
(Agricultural Research and Extension Service) in the Minis-
try of Agriculture, and the National Agriculture University.
The longer term program to upgrade the National Agricul-
tural University will be continued by three U.S. advisors
and through continued advanced training for its faculty
members.
Progress to Date: During FY 1967 over $8 million of AID
funds were provided in 9,600 subloans to small Peruvian
farmers. AID funds accounted for over 20% of all agricul-
tural credit loans made during the year by the Ag. Bank.
Under the commodity in-depth projects (launched in early
FY 1967), research and promotional programs have been estab-
lished for potatoes, beans and beef and dairy cattle. In-
dividual dairy herd production increases approached 50%

in the important Arequipa milk-shed area.

Through 1967, 221 participants have received training
under the NCSU contract. Fifty-three were teaching at the
National Agriculture University whose enrollment has in-
creased from 756 students in 1961 to 1,946 in 1967. Re-
turned AID participant trainees also have assumed positions
of leadership within Peru's key agricultural institutioms.

The National Agriculture University is now completing
the first stage of a building program partially financed
from AID and Inter-American Development Bank loans. Un-
liquidated balance 6/30/68 results because contract fi-
nancing extends 6 months beyond fiscal year and there is
normally 6 months lag in contractor billings,

FY 1969 Program: Funds are needed to finance the on-going
NCSU contract for CY 1969 and direct-hire technicians.

U.S. Technicians: 2 AID technicians for planning, coordina-
tion, and supervision; 23 full time and 6 short-term con-
tract advisors; 9 U.S. campus faculty members for 3 month
tours, plus administrative support on the campus.
Participants: 55 participants will receive U.S.
and 4 third-country training.

Commodities: Training and demonstration equipment for com-
modity in-depth programs.

Other Costs: Local travel, salaries of 2 local direct-hire
and 20 local contract personnel and other support costs for
the contractor.

training

U.S. DOLLAR COSTS (in Thousands) PRINCIPAL CONTRAC TORS/ XY UMUK
Obligations Expenditures Unliquidoted OBLIGATIONS
Estimated FY 1968 Proposed FY 1969 North Carolina State
Through 6/30/67 3,556 3,755 1,801 c c Direct |Contract/ Direct |Contract Toral University
Extimated FY 68| 1,039 1,100 ' st Components | 45" | Gmid | ool | AT |Gtk | Toro
- L 65 589 654 65 699 764

Estimated U.S. Tech
theough 6/30/68 | 6,595 4,855 L7840l oot o 200 208 10| 225] 235

Future Year Estimoted Commodities . . . - 50 50 - 45 45

Obligations Totol Cost Other Costs . .. 12 115 127 13 125 138
Proposed FY 69 1’182 2’201 9’978 Total Obligations 85 954 1,039 88 1,094 ]., 182




Country: PERU PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Private Enterprise Development Industry and Mining TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION|
PROJECT NUMBER 527-11-290-058 p. 176, FY 68 1A P.D.3B. Fy: 1962 Fy. 1970

Project Tarpget and Course of Action:
vate industrial sector of Peru for the purpose of creating

more employment opportunities, raising the standard of living,
AID is focussing its

and increasing industrial predutivity.
efforts in four areas: (1) regional development corpora-

tions, (2) graduate training for business managers, (3) as-
sistance to Peruvian institutions concerned with management

and promotion, and (4) the development of handicraft produc-

tion and marketing.
Progress to Date: With AID assistance, six provinces formed
a development corporation, which combined in 1966 to form

To strengthen the pri-

a single regional development corporation for Southern Peru,
The Arequipa Development Corporation has set up an industrial
park which has seven plants already operating and the remain-

ing fifteen plant sites have been committed,

40 new indus-

tries for the area are under study for future investment. 226
students have graduated with Master Degrees from the Graduate
Schcol of Business Administration (ESAN) established in 1963

by Stanford University under an AID contract.
crxecutives have attended short term executive development
teaching staff at ESAN has been

courses at ESAN.

The U.S.

685 business

zaduced from 9 to 2, Peruvian replacements have been trained,

and ¢ Peruvian Dean-Elect has been confirmed.

The Peruvian

handicrafts organization, established with AID assistance in
1965, is developing domestic,U.S., and European markets,

With technical assistance from USAID and the Peace Corps,
annual sales increased by 60% in 1967 to $430,000.

The Peru-

vian productivity center and management association training
programs expanded and moved toward complete independence from

AID support during the past year. Unliquidated balance
6/30/68 results because contract financing extends 6
months beyond fiscal year and there is normally 6 months
lag in contractor billings.

FY 1969 Program: Funds are required to extend the two
contracts listed at a reduced level, through December 31,
1969,

U.S. Technicians: 4 advisors will be on long-term con-
tracts, (2 Stanford professors and 2 CIPM handicraft spe-
cialists) and 20 short-term consultants (2 Stanford and

18 CIPM), will be used to advise on specific industrial
problems.

Participants: 6 non-contract and 2 contract (Stanford
University) participants will receive training in the U,S.
in industrial development and business administration.
Commodities: Primarily books used by the Stanford Univer-
sity contract technicians in the Graduate School of Busi-
ness Administration.

Other Costs: Includes local contract support costs, sala-
ry of one contract local employee, local travel, printing,
and publications.

l/ Estimated total cost increased $300,000 because of de-
cisions to defer total AID phase-out of Handicraft sub-
project from FY 1968 to FY 1969 and to defer AID phase-
out of ESAN project from FY 1969 to FY 1970

U.S. DOLLAR COSTS (in Thousands) PRINCIPAL CONTRAC TORS/NEKXNEX
[ ] obligations | Expenditures | Unliquidated OBLIGATIONS Stanford University Council
Estimated FY 1968 Proposed FY 1969 for International Progress
Through 6/30/67 3,801 2,919 882 Cost Components D;’r[‘;' g(on'rcc}'(/ Toral DX'GDC' Con"uc}'{ Totel in Management (CTPM)
Estimated FY 68 431 632 BREXK *xxﬁf Stanford Research Institute
Estimated U.S. Technicians ; 360 360 - 30 302 (phased out in mid-FY 1968)
through 6/30,68 | 4,232 3,551 681 I pomicooms . |25 | 15| %0 25| 121 37
Future Year Estimated Commodities . . . - 11 11 - 8 8
e Obligations Total Cost Other Costs . .. - 20 20 ot 20 20
Proposed FY 69 367 201 4,800 _l-. Total Obligations 25 406 431 25 342 367
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Country: PERU PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Transportation Develomment Transportation TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION,
PRosJECT numsen  527=11-390-064 P. 179, FY 68 1A P.D.B. Fy: 1962 FY: 1971

Project Target and Course of Action: To assist in develop-
ing the road and alr transport system needed to support
Peru's economic development. Bureau of Public Roads PASA
technicians are monitoring the active AID road loans de-
signed to open up new areas to agricultural settlement and,
in cooperation with other international agencies, are as-
sisting the GOP to establish a basic system of highway
maintenance. In the civil aviation program, Federal Avia-
tion Agency PASA technicians are providing advice and
training in alrport design and construction, the operation
of modern communications facilities and navigational aids,
and in air traffic control procedures.
Progress to Date: As of June 30, 1967 approximately 589
miles of roads had been completed on AID financed con-
struction and improvement projects. Over 200 miles are
presently under construction. Since 1960, AID loans for
roads total over $26 million, while the Export-Import Bank
has loaned $34 million for road equipment. USAID is con-
centrating its technical assistance personnel on the im-
plementation of existing loans and on the development of a
maintenance program which will ensure that roads built
through U.S. financing will continue to be serviceable.
The GOP has made a strong self-help effort in road con=-
struction - its budget for its Highway Department has more
than doubled since 1962. 1In addition, the Peruvian Army
has built a total of 255 miles of penetration roads.

In aviation, Mission technicians are presently assist-
ing in the implementation of the $5.7 million loan which
the GOP obtained from the Export-Import Bank in FY 67.

Mission technicisns assisted in the installation of Peru's
first Very High Frequency Omni-Directional Radio Range (VOR)
late in 1966. During the last year three more were in-
stalled and orders have been placed for all 20 of the
VOR's planned for this navigation system. In addition,
Mission technicians have assisted the GOP to expand the
Lima navigation control area north 400 Kms. from Lima,

and south 300 Kms. and are advising the GOP on the con-
struction of modern all weather airports at four impor-
tant interior locations.

FY 1969 Program:

U.S5. Technicians: The number of Bureau of Public Roads
PASA advisors will be reduced to two-long-term and one
short-term specialist who will continue to supervise the
implementation of U.S, financed road projects and give as-
sistance in the establishment of a maintenance program.
Advisory assistance in Civil Aviation will be reduced to
one Electronics Engineer.

Participants: 4 short-term participants will be sent to
the U.S. for training in maintenance. Ten short-term
participants will receive training in the U.S. and Panama
in communications systems,.air traffic control, electron-
ics and radar.

Commodities: Technical publications, training aids, and
engineering supplies and equipment used by the AID tech-
nicians.

Other Costs: Local travel, supplies, printing and commun-
Jcations.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL QONIAMEFORY AGENCIES
Obligotions Expenditures | Unliquidated OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969 Bureau of Public
Through 6/30/67 i ot N Roads
=2 ’ 52 . llS Cost Components D:rDC' cheé Total DATDC' Other Total
Estimated FY 48 170 180 Agency Agency . .
Estimated - U.S. Technicians - 146 146 s 91 91 Federal Aviation
through 6/30/68 | 1,022 917 105 Participants . . . |19 - 15| 28 - | 28 Agency
Future Year Estimated Commodities. . . = L L - 3 3
o Obligations Total Cost Other Costs . . . - 5 5 _ T T
Proposed FY 69 129 399 1,550 Total Obligations 15 155 170 28| 101 129
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Country: PERU PROJECT DATA TABLE 11l
PROJECT TITLE ACTIVITY FUNDS
Labor Development Labor 7 TA
PRIOR REFERENCE _. INITIAL OBLIGATION | SCHEDULED FINAL OBLIGATION
PROJECT NUMBER  52T7=11-410-063 p. 178, FY 68 1A P,D,B, fy: 1962 FY: 1970

Project Target and Course of Action: To strengthen the de-
mocratic labor movement in Peru so that it can more ade-
quately and responsibly represent the workers' interest
and effectively contribute to national economic and social
development. The principal AID-assisted activities are:
(1) a Labor Education Center which trains instructors, pre-
pares labor leaders in the more technical aspects of trade
union operation and also conducts seminars in Lima and in
the provinces for union members (2) technical assistance
to labor-sponsored social projects, in Lime and ‘the pro-
vinces, in the housing, coop, and credit fields; and (3)
advanced particlpant training in the United States for
labor leaders and Labor Ministry officials.
Progress to Date: Since its opening in 1963 the Labor Edu-
cation Center has trained 134 instructors, 1,285 labor
leaders in 19 ten-week courses in Lima, 1,788 union mem-
bers in shorter courses in Lima and 3,450 in province se-
minar courses. Leaders with this training have assumed
increasingly important roles in their unions. During FY
1967 a reglonal office of the Center was opened in Arequipa.
The first worker-owned savings and loan associstion in
Latin America was formed in 1964 with AID technical assist-
ance to the Peruvian labor movement. As of December 31,
1967 this savings and loan assoclation (ASINCOOP) had over
9,700 savers and had approved financing for 696 houses in
Lima. Despite the devaluation of the Sol in September 1967,
the number of accounts and total amount of deposits contin-
ued to increase in 1967. 723 additional homes have been
financed in the Provinces under a second AIFLD-administered

progrem.
210 labor leaders and 2 Labor Ministry officials have

had special training in the U.S. and Puerto Rico gince

1962, FEvaluation studies show that over 90% of those

trained continue to be active in unions.

FY 1969 Program: TFunds are needed to finance two con-

tracts with the American Institute for Free Labor Devel-
opment for CY 1969, $136,000 for the Labor Fducation Cen-
ter contract and $50,000 for the Social Projects Program.
U.S. Technicians: One direct-hire labor officer to moni-

Participants:

tor the contracts and participant program, four AIFLD con-
tract technicians--a country director, a labor education
specialist, a housing advisor, and a social projects ad-
visor--to work with the provincial labor cooperative pro-
gram.

In 1969, 4 TLabor Ministry officials to re-
ceive training in administration; 10 provincial leaders

to initiate a new Union-to-Union trade apprenticeship pro-
gram, and advanced training for three personnel, 2 to the
Harvard Trade Union Program and 1 in a productivity and
economic integration program.

Other Costs: Salary for 10 local personnel funded under

the AIFLD contract, a direct-hire local secretary, Educa-

tion Center program costs, contract support and other mis-
cellaneous costs associated with the AIFLD contract.

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/ AGENENSS
Obligations Expenditures | Unliquidated OBLIGATIONS
Estimated FY 1968 Proposed FY 1969 American Institute for
Through 6/30/67) 1,353 992 361 Cost Components | Direct [ContaetT L Direct Conract/f | Free Labor Development
Estimated FY 48 olo 375 AID AID s (AIFLD)
Estimated U.S. Technicions L 21 115 | 136 25 1 1051 130
through 6/30/68 | 1,593 1,367 226 Pocticipants . . . | 25 1 os | 4= - Le
Future Year Estimated Commodities . . . - bt bud hd = e
Obligations Toto] Cost Other Costs . .. L 79 79 - 4 81 85
Praposed FY 69 260 300 2,153 Totol Obligotions | 50 | 190 | 2ko Th | 186 | 260
180
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Country: PERU PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Manpower and Education Education TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PROJECT NUMBER 527—11—690—06? p.180, FY 68 1A P.D.B. Fy: 1962 FY: 1971

Project Target and Course of Action: To act as a catalyst
in improving the education sector through (a) aid to the
Ministry of Education for improving teacher education,
curricula, teaching materials, and educational research,
(v) assistance to key universities and selected faculties
to prepare more qualified graduates in scilence, mathema-
tics, engineering, economics, public and business admin-
istration, and medicinal technology, (c¢) aid in upgrading
instruction and expansion of the vocational training pro-
gram of the Peruvian Army.

Progress to Date: The Ministry has adopted new administra-
tive policiles covering the operation of its regional offi-
ces. The Colombia Teachers College (TCCU) team has visited
5 of these offices for detailed analyses of methods to de-
centralize administration. TCCU assisted in the prepara-
tion of an Education Sector Plan for Peru and the creation
of a Center for Educational Research to improve education-
al planning.

Normal schools have already beenconverted from a three
to a four year curriculum using new courses developed with
the help of advisors from TCCU and a consolidation plan
was formulated to reduce the number of such schools from
nearly 80 to approximately 40, Another center for train-
ing rural and slum teachers and supervisors was opened in
1967 (2 nad been established previously) and over 200 per-
sonnel given training.

With AID assistance the first reliable statistiecs on
university education have been published and an evaluation

considered for loan assistance. Textbook rental programs
were developed et five of the universities during 1967.
The two most promising private universities already have
agreed to collaborate in joint programs whereby each uni-
versity can specialize in certain fields, thus strength-
ening faculties, avoiding duplication, and reducing costs.
With AID assistance the Peruvian Army has established
16 Vocational Training Centers. From 1962 through 19067.
The Peruvian Covernment, which has borne over 80% of the
cost of this project since its inception, will assume the
full cost after AID assistance is terminated during 1968.
FY 1969 Program: Assistance in Public Education will be
concentrated in the four key areas mentioned above in (a).
At the university level, faculty training and curriculum
improvement will be emphasized in addition to the initisl
work on a graduate public administration program.
U.3. Techniciang: 1 direct hire education advisor, 8 full-
time contract advisors plus one men year of campus back-
stopping, and 8 short term contract consultants in various
university teaching and administrative specialties.
Participants: 25 under TCCU contract, primerily in teacher
supervision and educational administration, and 7 non con-
tract in fields mentioned in (b) above.
Commodities: Books for the textbook rental progrem and
instructional materials.
Other Costs: Primarily for assisting in local educational
training programs and for local travel.

completed to identify institutions and faculties to be

U.S. DOLLAR COSTS (In Thousands) FRINCIFAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidoted OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969 Teachers College,
Through 6/30/67 2,575 2,091 L8Y o r— Drraey [Contract Columbia University
Cost Components XIQDC' Other Tatal Xﬁ)c Other Total
Estimated FY 68 )-F98 535 Agency Agency
- PASA-Devt. of Army
Estimated U.S. Technicions 11 349 360 25 343 368
through 6/30/68 | 3,073 | 2.626 BUT 1 Pasticipants ... |20 60 | 80 | 20 6 | 8o
Future Yeor Estimated Commodities . . . 24 3 27 20 3 23
- Obligotions Yatal Cost Other Costs . . . 16 15 31 20,4,_? 12 22
Proposed FY 69 503 l’l6h h; TMO Total Obligations T1 ll-27 lJ-98 85 418 503
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Country: PERU PROJECT DATA TABLE I

PROJECT TITLE ACTIVITY FUNDS
Public Safety Public Administration and Public Safety TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATYTION
PROJECT NUMBER 527-17-T710-062 P. 183, FY 68 1A P,D,B, Fy: 1962 FY: 1971
Project Target and Course of Action: To assist the civil police emergency 185 man unit (SPEU) with air support has
police forces of Peru to improve their internal security been created, and in 1967 over h,OOO people in isolated
capability so as to maintain a climate conducive to poli- areas received medical treatment from this unit.
tical, social and economic development. USAID will continue to provide technical assistance to
In FY 68 and FY 69 assistance will be focused on im=- SPEU for two years, but plans a phase down in FY 1968 and
provement at two levels: At the policy level, Public FY 1969. (f) The central police laboratory has been ex-
Safety Advisors will recommend changes and improvements panded, better equipped, and made more effective. It is
designed to enhance the ability of the Ministry of Police now one of the better units in Latin America.
to utilize effectively the men and mgterial in the present In the last year, the Ministry of Government and Po-

police organizations. At the operational level assistance lice has, with the Mission's assistance, completed pro-
will be provided in training, equimment supply, and tech- curement of equipment financed under the May 1966 Export-

nical advice to enable the police to handle specialized Import Bank $2.0 million loan, with the exception of com-~
problems, increase mobility and improve investigative munications equipment.

techniques. FY 1969 Program:

Progress to Date: (a) A national police telecommunications U.S. Technicians: Nine Public Safety advisors in such
network of 129 stations, supported by five repair shops, fields as investigations, training and communications.

has been established that transmitted over 25,000 police Participants: 5 to receive Police Executive trs ining: 4
messages in 1967; (b) A police urban telecommunications to attend the regular International Police Academy four-

network, linking 30 precinct stations, was created in Lima; month course.
(¢) Through an inexpensive system of reloading ammunition Commodities: Riot control, communications, and police

and using the casings repeatedly, a practical firearms laboratory equipment, tr:ining and visual aids, ammunition
training course was initiated for police. Prior to this and firearms.
literally hundreds of police who carried firearms had Other Costs: Funds are required for extensive local tra-

never fired a gun in their lives. Over one million rounds vel, printing, training aids, and other miscellaneous costs.
of ammunition have been reloaded and utiiized in training; g/ The large pipeline results from large obligations from
(d4) Three Mobile Training Teams were created to train po- the Contingency Fund for commodity purchases for SPEU.
lice in rural areas and, at the same time, carry on a

Civic Action/Public Relations Program. Over 4,000 police

have received training from these teams; (e) A special

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/AGENCIES
Obligations Expenditures | Unliquidated “ OBLIGATIONS
Estimated FY 1968 Proposed FY 1969
Through 6/30/67 3,412 2,748 664 & oy [Coptioet Ty [Contraey
~ T ; Cost Components :ﬁ; Other Totol AID Other Total
Estimated FY 68 281 ll-')o o o Agency Agency
Estimated U.S. Technicians 231 = 231 231 i 231
through 6/30/68 3,693 3,198 195 Participonts . . . 22 = 22 21 = 21
Future Year Estimoted Commodities . . . 25 - 25 25 = 25
Obligations Total Cont Other Costs . 3 - 3 3 = 3
Propased FY 69 280 506 L, 479 Total Obligations | 281 - | 281 280 - | 280
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Country: PERU PROJECT DATA TABLE Il

PROJECT TITLE ACTIVITY FUNDS
s . . TA

Govermment Finance & Administration PmORREF;E:ESEC Administration and Public SﬁfﬁEXOBUGANON PP TR T T YV YRT Y X IT-T
PROJECT NUMBER 527-11=790-057 p. 181, Fy 68 LA P.D,B. FY: 1962 FY: 1971
Project Target and Course of Action: (a) Tax Administra- Public Administration (IPA) continued to work with ONRAP,
tion: to Improve tax administration, collection and en- the Peruvian Office of Public Administration. 12 studies
forcement through technical assistance provided by a team recommending improvements in government agency functions
of U.S. Internal Revenue Service Advisors. (b) Customs were completed in 1967. In-country training was given by
Administration: overall improvement of the Customs Ser- ONRAP to 425 personnel as part of its regular program; to
vice, emphasizing training of personnel, improved enforce- 663 in clerical and extension courses; and to TO top level
ment, use of modern appraisement and classification sys- government officials in a major seminar.
tems, and reorganization of the Customs Superintendency. FY 1969 Program: The tax team will continue its assist-
(c) Public Administration: to strengthen Peruvian public ance to increase tax collections and to improve internal
administration through assistance to the National Office tax administration by working in the audit, tax collection,'
of Public Administration and other government agencies. and data processing areas. During 1967 one member of the
Progress to Date: In 1967 the number of individual and IPA team began to work directly in the Ministry of Educa-
corporate income tax returns filed increased by 34%, due tion to begin developing an in-house capability for admin-
in large part to a pre-filing publicity campaign carried istrative improvement. Two additional members are expect-
out by the Finance Ministry with U.S. tax team assistance. ed to work directly with the Ministry of Education or Agri-
Revenues from taxes administered by the Tax Superinten- culture in 1968 and 1969. This will supplement the general
dency increased 31% over 1966. The number of cases public administration improvement work carried on with
audited in 1967, while the potential additional tax col- ONRAP by the remainder of the IPA team.
lections as a result of these audits rose by $8 million U.5, Technicians: 7 full-time advisors from the Internal
over 1966. Administrative improvements continued to be Revenue Service and 7 full-time advisors from IPA in ad-
made in 1967 by simplifying tax returns and the system dition to backstopping from the New York Office.
for tax payment and through the introduction of machine Particivants: 9 non-contract for training in tax adminis~
processing and accounting for tax returns. tration and 5 contract participants in public edministra-

The Customs administration project was terminated in tion.
January of 1968 after a thorough review indicated that Commodities: Books for the ONRAP training progrem.
further progress, particularly in the areas of enforce- Other Costs: Local travel, the salary of one local em-
ment and customs appraisal, could not be made under the ployee assisting the tax team and training aids. =

present conditions in the Customs Superintendency.
During 1967 contract advisors from the Tnstitute of

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligotions Expenditures Unliquidated OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969
Through 6/30,67} 3,297 2,456 841 Direer |Contract/ Direct [Commect] PASA-Tnternal Revenue
e r Totol es ther o s

Estimated FY 68 Lop 750 Cost Components | “y)p AOQ'::CY to AaID | o ta Service
Estimoted U.S. Technicians - Lhqg LLLL9 - 508 508 . .
through 6/30/68 | 3,789 3,206 583 || Participants ... |12 | 11 | 23| 2p | 35| 37 Institute of Public Ad-

Futore Year Estimated Commoditios . . . _ 5 6 _ 5 5 ministration of New York

Obligations Total Coat Other Costs . .. = 1k 1k - lll- lh‘
Proposed FY 69 564 8l45 5.198 Total Obligations 12 480 Lop 29 S54p 564
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Country: DERU PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Economic Research Amd Planning Public Administration and Public Safety DL( grant)/TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION,
PROJECT NumBeEr 507-1]-790-066 p. 182, FY 68 LA P.D,B, FY: 1062 Fv: 1975
Project Target and Course of Action: To develop an in- Departments of all major Latin American countries. A mod-

stitution within the Ministry of Labor capable of collec-
ting, analyzlng, processing and publishing socio-economic
data relevant to Peru's development; to assist the GOP in
developing a capability to plan and implement & broad
range of capital development projects; and to assist the
Center for Studles of Population and Development and the
Division of Health Education at the Ministry of Health in
their efforts to develop & population program which is
relevant and acceptable to Peru.

Progress to Date: As of July 1, 1967, long-term Inter-
American Geological Survey Specialists, working with the
National Planning Institute's Natural Resources Division,
previously funded under this project were funded under an
AID Feasibility Studies loan to Peru.

In FY 1969 USAID assistance to the Sample Survey Cen-
ter will be phased out. By then, work will be completed
on a National Sampling Frame which will provide the basis
for collecting socio-economic data on a continuing basis
for many years. Institution building requirements, such
as the develomment of sources of income other than AID
and the Ministry of Labor, and final staff training are
expected to be largely completed before phasing out the
project. This institution has achieved growing recog-
nition throughout Peru and all of Latin America., In
February 1968 the Center hosted a symposium sponsored by
AID/W for the Latin American Survey of House-Holds pro-
gram which was attended by representatives of Statistics

est automatic data processing unit has been installed and
a number of Peruvian technicians have been trained in its
use., This unit has been used by the Center in a number of
publications on socio-economic studies and is available
for use by other institutions.

A direct hire staff of loan officers and engineers
assists Peruvian agencies to prepare sound development
projects, the Mission to evaluate and analyze projects
submitted with requests for financial assistance, and
monitors active capital development projects.

FY 1969 Program:

U.S.Technicians: 8 long-term direct-hire AID advisors
including 2 engineers, 5 loan officers and a population
officer; and 4 short-term contract technicians.
Participants: 22 Short-term participants to receive U.S.
and third country training in economic programming, na-
tional income accounts, statistical evaluation, family
planning and demography.

Commodities: Equipment and supplies for Peruvian organi-

zations dealing with population problems.

Other Costs: Research grants and support for population
conferences, T local employees, local travel, other
support costs for U.S. technicians, local contract costs
in support of the population program, and contracts with
local organizations.

U.S. DOLLAR COSTS (In Tho“’u"d’) PRINCIPAL CONTRACTORS/AGENCIES
Obligotions Expenditures Unliquidoted OBLIGATIONS
Estimated FY 1968 Proposed FY 1969

Through 6/30/67] 1,733 1,278 455 Drvacy [Contract/ Direcy [Contract University of Michigen
comores rves|  agpsl | oo [ ] o Comeneme | G [T v | [BHE] e | pach - Tnter-americen
Estimoted U.S. Technicians | 170 | 28 |207 | 221 | 50 | op || §eodetic Survey (IAGS)
through 6/30/68 | 2,221 1,568 652 Participants . . . L - LL &0 | - 6o TAGS loan funded as of

Future Year Estimoted Commodities . . . 30 - 30 10 - 10 7/1/67

Obligations | Tool o8 || Orher Costs ... | 203 b loor | 37 | 9 | 366
Proposed FY 69 709 1,620 4,550 Total Obligations | 456 32 u88§/ 650 | 59 709

a/ Includes $2L1,000 from Alliance Loans for population progﬂ@Ts.
1



Country: PERU PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Housing and Urban Development Community Develomment, Social Welfare & Housing TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FiINAL OBLIGAY|ON
PROJECT NuUMBER  5DT-]7 .890-065 P. 177, FY 68 1A P.D.B, FY: 1962 Fv: 1970

Project Target and Course of Action: To supervise the larg-
est ATID Housing Guaranty Program in Latin America and to
advise the rapidly developing Peruvian savings and loan
system.

Progress to Date: In FY 1962 AID authorized a seed capital
loan of $7.5 million matched by $7.5 million from the Go-
vermment of Peru for the purpose of establishing a central
housing bank and individual savings and loan associations.
At that time there existed only two functioning savings
and loan associations in Peru with 7,700 depositors, de-
posits of approximately $1.1 million and loans totaling
$1.5 million. In December 1967 there were 21 savings and
loan associastions plus 17 branches located in almost all
major cities in Peru, 178,000 depositors with $64 million
in deposits and loans totaling $84 million. The Social
Progress Trust Fund of the Inter~American Development Bank
has granted five loans totaling $33 million over the past
5 years to help relieve the Peruvian housing shortage.
This U.S. assistance has stimulated Peruvian govermment
and private investment in housing, leading to construction
of an estimated 327,000 family units in Peru in the period
1961~1967, including 60,000 units in CY 1967.

The AID Houslng Guaranty Program in Peru is expanding
at a rapid rate. As of January 1968, six housing guaranty
projects, totaling $23 million had been signed (four are
completed and two are in construction), six others total-
ing $17.3 million were in process and an additional $9
million in guaranty suthority for pilot demonstration lo-
wer cost housing projects will be evaluated over the next

few months.

FY 1969 Program: Specialists provide technicel assistance
to the central housing bank and the savings and loan asso-
ciations that service the mortgages of the AID housing
guaranty projects and assume generrl supervision of this
expanding housing program. Increased emphasis will be
placed in FY 1969 upon: (1) the introduction of lower
cost housing and construction methods; (2) creation of
FHA-type mortgage insurance; and (3) development of a
secondary mortgage market.

U.S., Technicians: One direct-hire Housing and Urban
Development Officer; a long-term consultant in urban and
community services; and three short term savings and loan
consultants.

Participants: Seven short term participants to study and
receive training in the fields of (1) FHA-type mortgage
insurance; (2) secondary mortgage markets, (3) advanced
building materials and methods. One long-term partici-
pant in self-help housing methods and another in urban
and regional planning.

Other Costs: Salary of local secretary,
and local contract costs.

local travel,

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRAC TORS/ AGENCIES
Obligations Expenditures Unliquidoted OBLIGATIONS
Estimated FY 1968 P d FY 1969
Through 6/30/67 368 322 L6 - "20 ., t/! 'opg::ngc'
Cost Com t Direct |-0lo" Direct Oth Total
. ponents AID Other Total AID ther ota
Estimated FY 68 58 80 Agenc Agency
Estimated U.S. Technicions 33 - 33 30 35 65
through 6/30/68 h26 Lo2 ok Participants . . . 22 -] 22 25 -l 2
Future Yeor Estimoted Commodities . . . -t - = = t =
Obligations Total Cost Other Costs . . . 3 _ 3 10 _ 10
Proposed FY 69 100 112 638 Total Obligations 58 - 58 65 35 100
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Country: PERU PROJECT DATA TABLE il
PROJECT TITLE ACTIVITY FUNDS
Community And Local Government Community Development, Socisl Welfare and Housing TA
Develoment PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PROJECT NUMBER 527-11-810-1]_8 P. 18)“’, FY 68 1A P.D B, FY: 1963 FY: !a/ 1972

Project Target and Course of Action: To work with the
GOP to increase the interest and participation of commu-
nities and community organizations in goverrmment at all
levels, and to assume increasing responsibility for their
own economic and social develomment. To encourage and
directly support the development of democratic institu-
tions with the aim of enabling groups of people who have
heretofore not played any organized role in self-govern-
ment at any level to form economic interest groups and
participate in democratic decision-making processes,
Progress to Date: To utilize constructively and channel
the existing community traditions of the Sierra Indian,
President Belaunde created Cooperacion Popular (COOPOP).
This community development effort has stimulated the con-
struction of schools, roads, clinics, water systems, ir-
rigation systems and numerous other self-help projects
throughout the country. Since COOPOP's inception in May
1964, over 4,000 community development projects have been
completed and approximately 5,000 additional projects are
underway. AID is assisting these efforts with a loan of
$2.1 million to provide technical assistance, tools and
equipment required by the communities.

The National Community Development Council (NCDC) is
now functioning and coordinating the work of eleven Peru-
vian Govermment agencies in seven community develoment
zones in the Sierra. This program was established with
assistance from a $20 million loan by the IDB,

By the end of CY 1967 the first Peruvian rural elec-
tric_cooperative (sssisted by a $1.6 million ATD loan)

was supplying electricity to over 1,500 member families
and will eventually serve over 10,000 members.

In FY 1967, as part of its Title IX effort, USAID con-
tracted with the International Develomment Foundation to
finance technical assistance to an organization of farmer
producers in the central Sierra (ALPACA). The members
work for their social and economic improvement through
cooperative marketing and the introduction of new produc-
tion methods. Members are provided the services of
trained agronomers, seeds, fertilizer, and marketing fa-
cilities. The current monthly value of produce handled
exceeds $10,000.

To date 89 National Farmers Union participants have
spent 6 months in the U.S. on programs of rural leadership.
FY 1969 Program:

U.S5. Technicians: One long-term AID direct-hire advisor
will continue to be needed to coordinate community devel-
opment projects, one long-term contract advisor, and 4
short-term 3/

Participants: 11 short-term participants will receive
training in cooperative organization, community develop-
ment and local government administration. 15 rural youth
leaders will spend 6 months in the U.S. under the National
Farmers Union Program.

Other Costs: 1 local employee, local travel, printing and
publications and miscellaneous costs.

E/ The Scheduled Final Obligation and the cost of comple=
tion have changed to enable the Mission to implement Title
IX initiatives under thisg nroie

U.S. DOLLAR COSTS {In Thausands) PRINCIPAL CONTRAC TORS/ AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS International Development
Estimoted FY 1948 Proposed FY 1969 .
Through 6/30/67 876 623 253 = TContract ot [Controm Foundation (ALPACA)
o Cost Components AID. Other | Total AID Other | Total
Estimated FY 68 148 185 Agency Agency
Estimated U.S. Technicians 25 30 22 25 05 130 Federation of Agrarian
through 6/30/68 102 808 216 Porticiponts . . . Al = 4L 22 = 22 Workers of Chepen Fedeia-
Future Yeor | Estimated || Commodities . . . 3 L 1 1 2 64 tion of Comunities and
Obligations otal Cost / Other Costs . . . 5 )+O h‘i 6 50 56 Farmers of Cuzco
Proposed FY 69 2l 5)47 1’815§' Toto! Obligations 7"" 7)4' 148 84 160 2Ly
186
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Country: PERU PROJECT DATA TABLE Il
PROJECT TITLE ACTIVITY FUNDS
Special Projects Activities General and Miscellaneous TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION|
proJECT NumBer 527=11-990-061 p. 185, FY 68 LA P.D.B. Fy: 1963 Fy. Continuing

Project Target and Course of Actlon: To promote the self-
help objectives of the Alllance for Progress by giving
direct assistance to,small projects prepared by communi-
ties and other organizations throughout Peru which depend
for theilr success on self-help efforts, produce signifi-
cant soclal and economic progress in the areas affected,
and generate public awareness and support for U.S. assist-
ance efforts among people not normally reached directly
by major Alliance for Progress projects. This program
will be continued in 1969 with greatest emphasis on pro-
Jects that will have economic returns for the people in-
volved and that will have a lasting impact.

Progress to Date: Since June of 1963 when this program
was established, it has directly affected over 600,000
people in rural communities and slums in ail areas of the
country. Many projects initiated in prior years are now
rapidly being completed. As of June 30, 1967, completed
projects included: (1) 4k self-help schools; (2) 31
roads, bridges, and small irrigations projects; (3) 15
vocational training centers; (4) 25 cooperatives
assisted. In addition, a total of 175 small libraries
have been financed through the Specilal Projects fund and

help contribution, the input of AID assistance has had a
broader impact and communities have seen the value of
thelr own participation in development efforts.

During the past year, the Texas Partners, a private
statewide organization working directly with Peruvian
counterpart groups, sponsored five short-term technical
advisors in the field of agriculture in Peru, and are
presently working on the development of a program to
assist the Peruvian L-H clubs.

FY 1969 Program:

U.S. Technicians: One long-term U.S5. direct-hire Community

Development Advisor will be required to investigate poten-
tial projects, prepare funding applications, and follow
through on the execution of approved projects. He also
monitors the Texas Partners of the Alliance program and
the Council of Foreign Voluntary Agencies in Peru. He
also assists in the general Mission Community Development
Program.

Other Costs: Most of these funds are for materials which

are purchesed locally in order to respond guickly to pro-

ject requests. They also cover salaries for two local
personnel, local travel, communications, and .printing.

51 other projects are under way.

In these and other projects, totaling 211 as of June
30, 1967, people in the communities assisted by providing
a substantial amount of the material required (estimated
at more than the equivalent of $200,000), transportation
of materials to the project site, and all of the manual
labor required to complete the projects. With this self-

U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations Expenditures | Unliquidated OBLIGATIONS
h Estimated FY 1968 Propased FY 1969

Through 6/30/67 57 311 146 ; Contract/ i Contract
. 8 110 Cost Components D,;TDC' o&!::f Tatal DX,’S' Other Total

Estimated FY 48 2 1 Agency Agency
Estimated ) U.S. Technicions 13 13 1k ' 14
through 6/30/68 039 vel p— Participonts . . . = s = nd = =
Future Yeor Estimated Commodities . . . = = - = - -
Obligations Total Cost Other Costs . . . 6Q _ 49 68 - 68
Proposed FY 69 82 Continuing Total Obligations 82 - 82 82 - 82
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Country: PERU PROJECT DATA TABLE 1l

PROJECT TITLE ACTIVITY FUNDS
Technical Support Technical Support TA
PRIOR REFERENCE INITIAL OBLIGATION SCHEDULED FINAL OBLIGATION
PROJECT NumseR  52T7=11-999-000 P, 186, FY 68 LA P.D.B, FY: 1953 FY: Continuing

FY 1969 Program:

U.S. Technicians: The following 1k direct-hire positions
are funded under this project: Asslistant Director =~
Operatlons, Economic Advisor, Training Offlcer, Rursl
Development Coordinator, Agricultural Develomment Offi-
cer, Area Development Officer, Deputy Program Officer,
Assistant Program Officer - operations, two Industrial
Development Advisors, General Services Officer, two Food
for Peace Offilcers, and a U.S. Secretary.

Commodities: Supplles and materlal, replacement auto-
motive parts, books, and office equipment.

Other Costs: Funds are required for 60 local employees,
local travel, office rental, utilities and other local

services.,
U.S. DOLLAR COSTS (In Thousands) PRINCIPAL CONTRACTORS/ AGENCIES
Obligations E xpenditures | Unliquidated OBLIGATIONS
Estimoted FY 1968 Proposed FY 1969

Through 6/30/67 )'*: 270 l")l35 135 - Contract/] Direct |Contract
Cost Components DX"DC' Other Totol XFDC Other Total

Estimated FY 48 784 595 : J Agenc Agency
Estimated U.S. Technicians 14.)4.1 b uSl )'}20 - L2o
through 6/30/68 5,05& 4”730 321‘ Participonts . . . at = = - - =
Future Yeor Estimated Commodities . . . 37 - 3T 37- — 37
Obligarions | Tatal €%t || Other Costs ... | 2961 = | 296] 308 - | 308
Proposed FY 69 765 Continuing Total Obligations | T80 L 784] 765 - | 765
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PROJECT DATA SUMMARY TABLE IV
COUNTRY: PERU N (Dollar Amounts in Thousands) e Part 2
FY of Through FY 1967 Estimoted FY 1968 Proposed Progrom
FY of | Sched- — — FY 1969 Future | Estimoted
Proect Til Proiect Nomb Initial | uled U;"“'Q" Ugllqud'- Yeor Total
roject itle roject umber . Fi i - x e ote i - e ate:
! : Ob"'gu- ObTiqg,L- Oﬁhgu E' pendi Obligation O'b.lng: E:p::j Obligation] Funds Amount |Obligotion Cost
tion tion fans ures 6/30/67 fon v 6/30/68
- si 5 ) .
Self-Help Housing 527-12-840-0L6 | 1961 | 1966 271 253 18 - 18 - - 271
Total .ot cii et
TA  eeeneeeeeninnrneerninnens
SA i i
DL (grants) .........oiovvvnn..
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STATUS OF DEVELOPMENT LOANS

Country:  PERU Borrowes: Government of Pe
Title and Number of Loan:
Lima Water and Sewage System 527-H-022

Date Authorized: 2/9/62 Date Signed: 3/26/63

Loon Stotus as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Duration - . - oo o . ... 16 years
Authorized . . . ... ..... 8,600 2nd Step k0 years
Grace Period . . ... ... 3 years
Ste 10 years
Disbursed ........... 6,498 end p . I
Interest Rate . . ... ... 35%
2nd Step 3/49
Repayments . . e -
Currency of Repayment. . U.S.$
Interest Collected . ... .. L5

Purpose of Loan: To expand the potable water and sewerage
systems of metropolitan Lima,

Physical Status: After a slow start, this project made ex-
cellent progress during 1966 and 1967. The project is
divided into 15 construction and equipment installation
contracts and one supervisory engineering contract, As of
12/31/67, 13 construction and equipment installation con-
tracts were completed. One contract for water meter in-
stallation is 56 percent completed. The remaining contract
for a raw water reservoir has experienced difficulties. On
September 20, 1967, this reservoir, located east of Lima,
failed after initial filling had started. The failure was
caused by settlement of the clean-out channel on the floor
of the reservoir. The clays beneath the clean-out channel
were insufficiently compacted. When the channel sank under
pressure of the water, the concrete slab lining the reser-
voir cracked and water flowed beneath the slab to the em-
bankment which subsequently collapsed, The final reports of
independent U.S. consultants contracted by A.I.D. to

anslyze the situation have not been completed., However, the
reservoir will be redesigned and reconstructed.
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U Funds: AFP ILoan

Financial Status: Major disbursements remaining are for
repayment of retention funds held as guarantee against
satisfactory completion of contracts.,

Two-Step Process: To help ease Peru's foreign debt service
problem in the next few years, agreement has been reached
under which the GOP will receive loan payments from the
borrower in local currency within 16 years. The GOP will
then assume responsibility of repayment to the United States
on longer terms.

Procurement Source: Bidding on the construction and procure-
ment is open only to Peruvian and United States firms or
joint Peruvian/United States ventures.

Host Country Contribution: Financial plans were based on
original construction and engineering estimates of $l9
million., The GOP is financing approximately 21 percent of
project costs or $3,9 million equivalent, and will cover any
increased costs necessary to complete the project.

Comments on Implementation: This has been a complex loan

to implement due to the necessity to divide the total pro-
ject into 16 contracts. As noted above there have been pro-
blems with one reservoir., The remainder of the project,
however, has been well constructed and contracts have been
completed in a timely manner,




STATUS OF DEVELOPMENT LOANS

Borrower: Government of Peru

PERU
Title and Number of Loan:

Country:

Feasibility Studies 527-L-023

Date Authorized: 6/8/62 Date Signed: 3/15/63
| Loon Status as of 12/31/67 N Loan Terms
(In Thousands of Dollars and Equivalent) Duration - . . v oo\ .. 10 years
Authorized . . ... .. .. .. 3,000

Grace Period . . ... ... 10 years
Disbursed .. ......... 2,937

Interest Rate . . ...... 3%
Repayments ... ....... -

Currency of Repayment. . 17,5.$
Interest Collected . ... .. 52

Purpose of Loan: To finance a series of economic and en-
gineering surveys, including preliminary plans and cost
estimates, on high priority development projects, since one
of the major problems in providing financial assistance to
Peru has been the lack of adequate planning for capital
projects to develop detailed proposals for financing by
international agencies.

Physical Status: Thirteen contracts for a total of 38
feasibility or pre-feasibility studies were signed under
this loan. All work under twelve contracts has been com-
pleted and final acceptance is anticipated prior to 1/31/68.
One contract may be cancelled since the consultant did not
submit a supplement to his study as requested by the GOP.

The contracts included studies for: four road
projects, four large irrigation-hydroelectric projects, a
study of fourteen small inter-related hydroelectric projects,
eleven small irrigation projects in the Arequipa area, one
large hydroelectric project, two agricultural commodity
marketing studies, one transportation study and one sewerage
disposal study for the Lima area, Of those studies which
showed economic feasibility, the GOP 1s now using or will
use them to support construction loan applications to A.I.D.
and international agencies.
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TABLE Vv

Funds: AFP Loan

Financial Status: This loan is now 98% disbursed. The
terminal date for disbursement was extended to January 31,
1968.

Host Country Contribution: Under the loan agreement, loan
funds were used to finance both foreign exchange and local
costs of approved feasibility studies. The GOP financed
economic and engineering studies on other projects entirely
from its own funds.

Procurement Sources: Only pre-qualified United States or
Peruvian consultants were awarded contracts paid with loan
funds. U.S. consulting firms were awarded 12 of the 13
contracts by the GOP under this loan, singly or in combina-
tion with Peruvian firms.

Implementation Comments: This loan has been well implement-
ed after a slow start due to necessity of training Peruvian
Government personnel in the procedures required for contract-
ing under A.I.D. loans. The success of this loan has
provided the basis for further loan assistance by IDB and
A.I.D. in the feasibility study area.




STATUS OF DEVELOPMENT LOANS
Borrower: PERUVIAN SANTA CORPORATION

Country: PERU

Title and Number of Loan:
Canon del Pato Hydroelectric Plant 527-L-024

Date Authorized: 8/29/63 Date Signed: 3/12/6)4
Loan Status os of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent) Durotion . 13 yrs.
ond step....... L0 yrs.
Authorized . . . .. ...... 2,200 P r
Grace Period . .. ... .. 3 yrs.
. 2,145 2nd step....... 10 yrs.
Disbursed . ..........
Interest Rate . .. .. ... 5 3/1“%
Repayments ... ....... - 2nd step....... 3/14-%
Currency of Repayment. . Us S. $
Interest Collected . .. ... 31

Purpose of Loan: To assist in financing an expansion of the
Canon del Pato Hydroelectric plant on the Santa River. The
new construction represents the second stage of an existing
facility operated by the Santa Corporation (a GOP regional
development agency).

The first phase, completed in 1958, generates 50,000
KW. This capacity will be doubled under the loan. The
povwer will be used in the rapidly growing communities of
Chimbote and Trujillo, where industrial, agricultural
processing and residential demands for electricity have far
outdistanced present capacity.

Chimbote's power requirements are especially important
since it is one of Peru's fastest growing areas. It is on
a direct migration route from the highlands, and syphons
off migrants that would otherwise descend on over-crowded
Lima. A steel mill and 20 fishmeal processing plants are
already located in the area and its future industrial and
agricultural potential is high, but inadequate electric
power is a limiting factor.

Physical Status: Expansion includes installation of two
25,000 KW generators, 28 miles of 138 KV single circuit and
double circuit transmission line, a power-house, and two

switch yards.
civil engineering work were completed for the second stage.

During work on the first stage, excavation and

TABLE V
Funds: AFP Loan

Construction under this loan began August 1, 1964 and
was completed in July 1967.

Financial Status: Two-step process: To help ease

Peru's foreign debt service problem in the next few
years, agreement has been made under which the GOP will
receive loan payments from the borrower in local currency
within 13 years. The GOP will then assume responsibility
of repayment to the U. S. on longer terms.

Procurement Source: All goods and services financed by
the A. I. D. loan have been procured either from Peru or
the United States.

Host Country (and Other) Contribution: The Government
of Peru financed the equivalent of $%.6 million in local

currency costs or over 36% of the $12.5 million totel
project costs. The Ex-Im Bank provided $4.7 million and
Westinghouse $1.0 million.

Comments on Implementation: Project completed, Loan
will be reduced to disbureed amount.
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STATUS, OF DEVELOPMENT LOANS TABLE v

Country: PERU Borrower: ANDEAN HYDROELECTRIC POWER CORPORATION Funds: ATP Io0an
Title and Number of Loan:
Pativilca Hydroelectric 527-L-025

project inaugurated on December 2, 1967.

Financial Status: Two-step process: To help ease Peru's
foreign debt service problem in the next few years,
agreement has been reached under which the GOP will receive
loan payments from the borrower in local currency within

Date Authérizﬁ;d: 12/13/63 Date Signed: 10/16/6k
Loan Status as of 12/31/67 Loan Terms
(In Thousands of Dollars and Equivalent)

Duration . . .« o oo .. .. 13 yrs. 13 years. The GOP will then assume responsibility of
2nd step 40 yrs repayments to the US on longer terms.
Authorized . . . . ... .... 2,000 Trenrerere ) P
’ rocurement Source: Procurement under the A. I. D. loan
. oo8 Egaée ﬁ;nod ........ lg yrs. has been restricted to goods and services from the U.S.
Disbursed . . . ... ... .. s nd stePeeev-e-oe.. U yrs. or Peru. Approximately $500,000 of total project funds were
Interest Rate . . . . . . .5 3/&% used for imports from the U. S.

1% Host Country (and other) Contribution: Andean Hydroelectric
financed the equivalent of $2.8 million in local currency
Currency of Repayment. . U. S. $ | costs or approximately 30% of the $9,250,000 total project
Interest Collected . . . . .. - cost. W.R. Grace and Co., is lending the equivalent of

- . . - _ $1.28 million; suppliers have extended credits of approximately
Purpose of Ioan: To assist in financing construction and  $1.69 million; and Motor Columbus has financed the equivalent

Repayments ... ....... = 2nd step..ecve-eres 3

equipment for a 20,000 kw hydroelectric plant on the of $1.48 million. The AID loan is fully guaranteed by the
Pativilca River, civil works to permit a future doubling Government of Peru.

of capacity, and erection of a 37-mile transmission line Comments on Implementation: Project completed, Ioan will
to Paramonga. be reduced to disbursed balance.

Present area power production is generated in small
uneconomical thermoelectric facilities, mostly for
industrial purposes, with only 10% of the total energy
available for public use. The new plant will nearly
double the present power supply and provide for further
industrial growth and public consumption.

Because of the planned availability of this low-cost
power, W.R, Grace and Co., started a $20 million five-
year investment program to expand their sugar, paper,
caustic soda and chlorine plants in Paramonga. About
$11 million of the Grace Investment is for U. S. equipment,
Additional development potential exists for cotton,
cotton seed oil, fishmeal and canning.

Physical Status: Prior to loan approval, feasibility
studies and final engineering were completed by Grace

and Co., the Swiss firm of Motor Columbus, and Edison

of Milan, Italy. Final plans, specifications and bidéing
were completed, and construction began in August 1965 by
g Peruvian firm. Construction was completed and the
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STATUS OF DEVELOPMENT LOANS TABLE V
Country: FPERU Borrower: Government of Peru Funds: AFP Loan
Title and Number of L oan: Overall construction is now 85% camplete. The comple-
Tulumayo - La Moranda Highway 527-L-027 tion date has now been extended to 4-30-68, the extension
- - being granted on the basis of adverse weather conditions
Dote Authorized: 1/24/6L Dote Signed: 4/21/64 and the added work of widening one lane bridges. Most of
Loan Stotus as of 12/31/67 Loan Terms the heavy work has been completed, the remaining work being
(In Thousands of Dollars and Equivalent)jpy ...~~~ 40 years the removal of two major landslides, construction of the
subbase course, and clean-up operations.
Authorized . . ... ...... 1,900
Grace Period .. ...... 10 years | pinancial Status: Due to & shortage of funds, a change
Disbursed . .......... 1,424 order is in process which would eliminate the base course
Interest Rote . .......3/4% GP and surfacing, The GOP is being encouraged to set aside
2% after funds in their budget to complete the work rather than
Repayments .......... - 8 reduce the quality of work due to shortage of funds. The
Currency of Repayment. . U.S,. loan is 75% disbursed.
Interest Collected . ... .. 10
Host Country Contributions-Procurement Source: Procurement

Purpose of Loan: To finance 50% of the local currency costs
for the construction of a 48.8 mile nighway from Tulumayo
to La Morada. This is the first section of a 281 mile
highway which will run north from the Central Highway, at
Tingo Maria, along the Huallaga River Valley, and connect
with the Northern Trans-Andean Highway at Tarapoto. The
Northern Highway is being constructed from Pomacocha to
Tarapoto with joint AID/EX—Im Bank financing. Together,
these roads will provide a basic transportation system for
the economic development of north-eastern Peru. Under this
loan, 22.5 miles of existing highways will be widened to
16.7 feet and 26.3 miles of new highway will be constructed
to the same specifications. A 361 ft. suspension bridge
will be constructed over the Huallaga River.

The road will benefit 19,000 people immediately and
will stimulate additional colonization. This will assist
in relieving population pressures in the Andean regions
and increasing agricultural production,

Physical Status: The construction contract was awarded in
December, 1964 to Laos and Bolzmann, a Peruvian Firm. The
feasibility of the project was investigated by both the
Inter-American Cooperative Development Service and the
consulting firm of Brown and Root of Houston, Texas.
latter is also supervising construction.

The
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of equipment financed under this loan was from the United
States,

The Government of Peru is matching the $1.9 million
A.I,D., loan and the Ex-Im Bank is financing $1.5 million of
U.S. dollar requirements.

Implementation Comments: TImplementation of this loan has
proceeded in an orderly fashion with slight delays caused
by late arrival of some equipment and by adverse weather

conditions. Spontaneous colonization taking place along

the zone influenced by the road has been impressive.




STATUS OF DEVELOPMENT LOANS TABLE v

Country: PERU Borrower: Government of Peru Funds: AFP Loan
Title and Number of Loan:

Financial Status: Disbursements began in December, 1965,
Pomacocha Tarapoto Highway  527-L-028 for mobilization payments under the construction contract,
— awarded in October, 1965, to Emkay S.A., a joint venture

Dote Avthorized: 3/3/6L Date Signed: 5/19/6k between Peruvian firms and Morrison Knudson International.
[ Loan Status as of 12/31/67 Loan Terms The loan is 13.6% disbursed.
(In Thousands of Dollars and Equivalent) Durati
OrANION - L0 years| jost Country Contribution-Procurement Source: Equi
) Y : Equipment,
Authorized . . .. ... .... 12,100 materials and services financed under this loan will be
Grace Period .. ...... 10 years| procured from the United States or Peru.
Disbursed . o oo oo, 1,647 The GOP will invest the equivalent of $6.4 million in
Interest Rate . . ... ... ;/ this project. The National Highway Department will provide
general administrative support and will assume responsibility
Repayments . ......... -

for the road's maintenance,
) Currency of Repayment . . U.5.% The totul cost of the project was estimated to the
Interest Collected . ... .. i equivalent of $41.5 million. Export-Import Bank is provid-

ing $23 million in U.S. dollar cost requirements.

Purpose of Loan: To assist in financing part of the local

Cirrency costs of constructing a 173.8 mile highway from Comments on Implementation: Construction of.the road got
Pomacocha to Tarapoto. The construction of this road has underway in May of 196§i The target completion date is
been given first priority by the GOP and by the IERD in December, 1971. Work is periodically delayed by rainy
their report on roads in Peru. When this section of the Seasons. P?ogress 15,3% behim schedule but this should
Olmos-Bagna-Yurimaguas highway is completed, the Pan be made up in the coming year as easier terrain will be
American Highway on the Pacific Ocean will be linked with covered.

the Atlantic Ocean by way of the Huallaga and Amazon Rivers.
It will be the only highway in northern Peru that crosses
the Andes and penetrates the high jungle area of north-east

where 100,000 people live, thus opening up a region of E/ 3/&% on first $6,000,000 ?isbursed during grace
great agricultural potential. period, 2% thereafter. 35% on remaining $6,000,000

v unless A.I.D. determines borrower's financial
Physical Status: The feasibility of the project was position requires easier terms in no case to be
investigated by Coverdale and Colpitts for the IERD and by less than terms for first $6,000,000.

the U.S. consulting firm of Brown and Root. Brown and
Root performed detailed engineering studies and will super-
vise construction. The project is now 26% complete, which
is approximately 3% behind schedule. The first 34 Kms of
the project have been completed and this section was
accepted by the GOP on January 5, 1968, The 6th Engineer
Battalion of the Peruvian Army is constructing the 28 Km
Rio Imaza-Rio Nieva section.
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STATUS OF DEVELOPMENT LOANS

Country: PERU Borrower: Government of Peru
Title and Number of Loan:
Agricultural Development 527-H-029
Date Authorized: 3f5/6h Date Signed: 7/8/6L
. Loan Status as 01.12/31/67 Loan Terms

(In Thousands of Dollars and Equivalent) Duration .« .« v oo oo 4O years

Authorized . . . .. ... ... 6,600
Grace Period .. ...... 10 years

Disbursed . .......... 5,982
Interest Rate . . ... ... 3/4% oGP

Repayments . ... ...... - Thereafter 27
Currency of Repayment. . .S, §

Interest Collected . ... .. 82

TABLE VY

Funds: AFP Loan

$2h.5 million (this figure inciudes additional loans fi-
nanced from repayments) have been made under these loans.
In addition, all rural extension and research units are
either completed or under constructicn and most of the
equipment has been purchased. Continued work toward the
general objectives of this loan will be financed under
A.T.D. Loan O47.
Financial Status: Disbursements of $2.C million under this
loan for the coastal credit and forestry programs are com-
plete, and $3 million of the $3.6 million allocated to
ONRA have been disbursed. Loan funds should be entirely
disbursed by June 30, 1968.

The first interest payment was received in April 1965,
and the first payment of principal is due October 1L, 197k.
Host Country Contribution-Procurement Source

Purpose of ILoan

To assist in rinancing the GOP's agricultural develop-
ment program. The maln objectives of the program are to
support land reform and colonization and to bring about
basic improvements in production and marketing practices.
This program is a very high priority GOP development ob-
jective. Three specific sub-programs have been developed:
(A) A coastal program for supervised credit, technical
assistance, and construction of extension and research
units, plant and seed production and processing units and
animal breeding centers; (B) A supervised credit program
for small and medium size farms in the agrarian reform and
colonization areas of the highlands and eastern valleys;
(¢) A program for small Indian communities of forestry de-
velopment and forest products utilization that will employ
approximately 2,000 people.

Physical Status: After slow initial progress under DLF 20k,
Agricultural Settlement loan, the agricultural program was
revamped by the Government with assistance from A.I.D.-
financed teams from Iowa State and North Carolina State
Universities. The funds under loan 204, this loan, and
loan 527-L-047 have been administratively combined to
support one consolidated program and progress has been
satisfactory. Approximately 34,000 sub-loans totalling
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The GOP is contributing the local currency equivalent
of $8.9 million to the project, including the administrative
costs of its extension service (SIPA) and agrarian reform
authority (ONRA). Ex-Im Bank is providing $1.7 million and
PI,-L80 funds of $1.0 million are being used to make up the
total program of $18.3 million through 1967.

Procurement under the A.T.D. loan will be restricted
to goods and services from the United State of Peru.

Implementation Comments: As the volume of sub-loans grows

under the program described above, a shift in emphasis to
group extension work and cooperative loans is taking place.
This is affording a more efficient use of staff involved in
the program.



STATUS OF DEVELOPMENT LOANS

Country: PERU

Borrower:

Goverament of Peru

Title and Number of Loan:

Cooperative Housing Program 527-L-O3k

_Date Authori.zéd: 6/1516)4—

Date Signed: 2/15/65

TABLE Vv

Funds: ATP T.0an

Physical Status: Fifteen projects receiving assistance
under this loan, consisting of 1072 houses, are presently
under construction,

Financlal Status: Disbursement of the first $2.0 million

Loan Status as of 12/31/67 Laan Terms
(In Thousands of Dollars and Equivalent) Duration « oo v oo 4O years
Authorized . . ... ...... 6,000
Grace Period . . .. .. .. 10 years
Disbursed .. ......... 2,819
Interest Rate . . ...... 3/)-1— GP
Repayments . ......... - 2 after
Currency of Repayment. . U.S. §
Interest Collected . ... .. 22

portion of the loan was completed in January 1966. The
second $2.0 million A.I.D. tranche is now L0 disbursed.
Host Country Contribution

The Government of Peru will provide the local currency
equivalent of $4,0 million, or 4O% of the $10 million total
project cost. The first $2.0 million contribution was made
in 1966, $1.8 million contribution was made by the CY 1967
GOP budget. The remaining GOP contribution of $200,000
will be made in CY 1968,

Comments on Implementation:

Purpose of Loan
To agsist the Central Home Loan Bank to finance
cooperative housing projects. About one-half of these

credits are for labor cooperatives in the Lima-Callao area.

The Government-owned Central Home Loan Bank was initially
capitalized by the Government of Peru under DLF Loan #201.
This Bank has provided loans for hcome construction through
a system of mutual savings and loan asscciations. The
Central Home Loan Bank had been legally barred from ac-
cepting the type of mortgage on an entire project without
recourse against single dwellings. However, through the
creation of a central cooperative institution (ASINCOOP) ,
satisfactory procedures were developed to finance coopera-
tives.

Cooperative housing projects financed under this loan
will have low unit costs, to be within the reach of lower
income groups. This loan should make possible a gradual
improvement of the living standards of labor and other
groups by using the existing savings and loan associations
and developing permanent institutions which will finance
cooperative housing.
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By agreement with the Central Home Loan Bank, ASINCOOP
will handle the lean funds allotted to the Lima-Callao area.
50 percent of the loan funds must be utilized outside of
Lima-Callao and will be disbursed by exlsting or new savings
and loan agseociations.



STATUS OF DEVELOPMENT LOANS

TABLE V

Country: PERU Borrower: Government of Peru Funds: AFP Loan
Title and Number of Loan: A.I.D. dollar loan $2,000,000
) ] o . - . Two PL 480 loans 1,900,000
Agrarisn University - La Molina 527-L-042 ' IDB 23000:090
Date Authorized: 3/10/65 Date Signed: 8/24/65 Government of Peru 1,000,000
Loon Stotus as of 12,31/67 Loan Terms Agricultural Univ. 200,000
(In Thousands of Dollars and Equivalent) Y )
Durotion ... 40 years This loan and the two PL 480 loans will be used to
Authorized . . . . ... .... 2,000 finance a laboratory building, three faculty office build-
Grace Period . . ... ... 10 years ings, a student union building, a maintenance and operations
Disborsed 201 building, and architectural and engineering services. An
"""" Interest Rate . . . .. ...1% GP additional $163,000 PL 480 loan from prior year PL h4&0
) o= after agreements, is contemplated to aid in financing stage one of
Repoyments ... ....... - 2 the project.
Currency of Repayment. . U.S. $
Interest Collected . . . . .. 1 Physical Status: Five contracts have now been let for labora-

Purpose of Loan: To finance a portion of the cost of ex-
panding the physical plant of the National Agricultural
University, the most important source of the trained man-
power needed in Peru'ls agricultural development program.
The University, founded in 1902, now has a student body of
2,000 and is experiencing a steady increase in enrollment.
With the help of technical assistance provided by the
University of North Carolina under an A.I.D. contract, the
Agricultural University is undertaking an improvement and
expansion program including the modernization of its curri-
cula, the upgrading of its faculty and the expansion of its
research and extension activities. The Ford and Rockefeller
Foundations have granted over $1.0 million in technical
assistance to the University for the period 1963 to 1968.
A major obstacle to the expansion program has been the in-
adequacy of the University's antiquated physical plant.
To attack this problem, the University's building needs
were studied by an architectural and engineering group from
North Carolina which prepared designs, specifications and
bid documents and will supervise the actual construction.
Stage one of the University expansion program was
estimated to cost $7.1 million to be furnished as follows:

tories, dorm, a library, a maintenance facility, faculty
office building and site development, Progress is somewhat
slower than anticipated. Overall completion is now projected
for June 1969.

Financial Status: Disbursements under this loan have not been
progressing as rapidly as project construction due to the
fact that PL 480 funds are being disbursed first. Thus if
there 1s any savings it will occur in the dollar funds.

Also dollar funding is required mainly for imported equip-
ment and lab items which are required only after completion
of building.

Host Country Contribution-Procurement Sources: As mentioned
above, the Government of Peru is contributing the equivalent
of $1.0 million to the project and the Agricultural Univer-
sity $200,000,

Comments on Implementation: The construction program has
been modified due to rising construction costs, Construction
of some dormitories and classrooms has been postponed.
University administration of the program has caused some de-
lay due to excessive use of large committees in clearing all
aspects of specification, contract and change orders. This
has been improved by appointment of a University Project
Coordinator with delegated authority.
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STATUS OF DEVELOPMENT LOANS

Borrower: Government of Peru

Country: PERU
Title and Number of Loan:

Cooperacion Popular Revolving Fund 507-L-045
Date Signed: 9/20/66

Date Al;fﬁ’;iﬁzed: 5/31/66

Loon Status os of 12/31/67 Loon Terms
(In Thousands of Dollars and Equivalent) Duration . . . o oo oo .. 40 years
Authorized . . . ... .. ... 2,100
: Grace Period ... ... .. 10 years
Disbursed . .......... 283
Interest Rate . . ...... l% GP
2%7 after
Repayments . ......... - 2hn
Currency of Repayment . . U.S.$
Interest Collected . ... .. -

Purpose of Loan

This loan is to assist the Peruvian Government's
Cooperacion Popular (COOPOP) program which, since its
initiation in August 1963, has been attempting to help
overcome much of the general economic and social stagnation
of thousands of rural villages by providing small amounts
of technical assistance, materials and loans of tools and
equipment needed to stimulate or sustain self~help
comminity development activities. While this program has
met with considerable success, it is in danger of losing
momentum as a great many of approved projects have not
been initiated due to lack of resources.

The basic purpose of this loan is to alleviate a major
bottleneck to the COOPOP effort, the lack of materials such
as cement, roofing and pipes w