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DEPARTMENT OF STATE
 
AGENCY FOR INTERNATIONAL DEVELOPMENT
Washington 25, D.C.
 

A.I.D. Loan No. L 01
 

5Y-	 o (Ref. AID-DLC/P-133} 

LOAN AUTHORIZATION
 
Provided from: Alliance for Progress Funds
 

ARGENTINA: Farm and Country Elevator Grain Storage
 

Pursuant to the authority vested in the Administrator of the Agency

for International Development (A.I.D.) by the Foreign Assistance
 
Act of 1961, as amended, and the delegations of authority issued
 
thereunder and after consultation with the Development Loan Committee,

I hereby authorize the establishment of a loan pursuant to Part I,

Chapter 2, Title VI, Alliance for Progress, to the Banco de la Nacion
 
of Argentina (Borrower) of not to exceed twenty-one million seven
 
hundred thousand dollars ($21,700,000) to assist in financing the
 
costs of constructing on-the-farm and country elevator grain storage

facilities, this loan to be sutjtrt to the following terms and
 
conditions:
 

1. 	Interest, Credit Fee and Terms of Repayment.
 

(a 	 The Borrower shall repay the loan to A.I.D. in United
 
States dollars within fifteen (15) years from the first
 
disbursement under the loan, including a grace period

of not to exceed five (5) years. The Borrower shall
 
pay to A.I.D. in United States dollars interest at the
 
rate of five (5) percent per annum and a credit fee of
 
three-quarters of one (3/4 of 1) percent per annum on
 
the 	disbursed balance of the loan.
 

(b) 	If prior to the first disbursement under the loan, the
 
Government of Argentina (hereinafter called the "Govern­
ment") so elects, the Borrower shall fulfill its United
 
States dollar obligation under the loan by paying to the
 
Goverrinent the equivalent in the currency of Argentina
 
of the dollar amounts payable to A.I.D. under (a) above
 
and, in such event, the Government shall pay to A.I.D.:
 

(i.) the equivalent in United States dollars of all 
amounts, except interest, paid to the Government
 
by the Borrower, as follows:
 

a. 	credit fee immediately upon receipt;
 

b. 	principal within forty (40) years, including
 
a grace period of not to exceed ten (10) years
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from the date of the first disbursement under 
the loan;
 

(ii) a credit fee in United States dollars of three­
quarters of one (3/4 of 1) percent per annum on

all amounts of outstanding principal paid by

the Borrower to the Government from the respec­
tive dates of such payments of principal.
 

2. Other Terms and Conditions:
 

(a) Equipment, materials and services (except shipping and

marine insurance) financed under the loan for the Project

shall be procured from the United States of America or
 
Argentina.
 

(b) United States dollars utilized under the loan to finance
local currency shall be made available to the Borrower
 
or its designee through a Special Letter of Credit and
shall be used only for procurement in the United States
 
(excepting marine insurance).
 

(c) The Government of Argentina will be required to establish
 a modern warehouse system embodying a plan for storing

grain Cor the account of private individuals or grain

merchants and the issuance of warehousing receipts within
 
one year after the first disbursement from the loan funds,
for financing the construction of the first country

elevator.
 

(d) Interest on subloans financed by the loan shall not bear

interest in excess of eight and three-quarters (8-3/4)

percent per annum inclusive of all fees and charges, but
exclusive of a refundable charge to maintain the capital

of the Borrower.
 

(e) The loan shall be subject to such other terms and conditions
 
as A.I.D. may deem advisable.
 

Is/Frank M. Coffin
 
Deputy Administrator for Operations
 

May 7, 1963 
Date 
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 financial position Banco de la Nacion has reached tentative conclusion that 
Gc

IMSD 	 loan of approximately #21.7 million covering 2-year program for Farm 
MRD 	 Storage and Country Elevators should be recommended. Such loan would
 

consist of approximately $16.6 million for financing foreign exchange

8
8-' 
 costs and $5.1 million for financing part of local currency costs* 

7hese tentativh conclusions based on following factors: 

1. Examination Bankts lending history reveals loans to agriculture 
OTHER AGENCY declined from 50% of total loans inAGIRIC 1959 to 44% in 1961. Figures not 

oMM available here for 1962.EXIM This trend contrary goals recommended by Country
F?1B Team and AID/W believes Bank can and should be encouraged shift greater
TREAS 
 proportion total loans into agriculture. A.I.D. believes such shift should 

result in sufficient additional funds from Bank resources to finance 30M 
project costs 1964 and 40% 1965&. In dollar equivalent this would provide 

equi alent $9.3 million first year and #i1.4 million second PAGE PAGES 
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year Bank t s own resources or a total of $21.7 million for 2-year prog Ium which would
 
match A.I.D. loan funds4 Remaining 30%project 
costs would be provided by sub-borrower. 

FYI: Have discussed proposal with Finch, IMF, who believes proposal consistent with 
IM proposals since problem Primary one of Bank shifting to priorities. Question of
 
Bank's short-term lending policy may arise but could be 
met through inclusion sufficient 
funds in GOA development budget in October 1963 to provide funds Bank might be unabole 

provide from its own resources. End FYI.
 

Have also discussed need for Banco de la Nacion contribution in general terms
 
with Otero Monsegur who assured us Bank 
has long-term deposits appropriate source 
such financing. 
He further suggested possibility establishing percentage total project 
osts to be met jointly by Bank and sub-borrower in each year, thus permitting Bank 

obtain higher contribution from certain borrowers than contemplated 30 per cent. 
This
 
interesting proposal raises question whether Bank might not channel loan unduly
 
to prime borrowers in attempt hold down its own contribution. Monsegur 
E.so stated 
saw no problem obtaining written committmont from Bank and GOA to cover project costs
 

not financed by A.I.D. or sub-borrower.
 

Request USAID 
 to (1) Discuss proposed financing scheme and Otero Monsegur 
suggestion with Banco de la Nacion to ascertain Bank's reaction; (2) Provide AID/W 
evaluation re foregoing, including viability Finch concept of including GOA budgetary 
participation and meaningfulness Monsegur suggestion of GOA and Banco written assurances .. 

Also request USAID provide 1962 Banco Loan totals and loans to agriculture if at all 
possible. Date covering part of year would suffice if full year data not available.. 
Final submission loan paper pending your reply this cable. SCP-EXEMPT 

. RUSK 
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33 /iApril 30, 1963
 

MORANDUM FOR TEE DEVELOPMENT LOAN COMMITTEE 
SUBJECT: 
Argentina 
- Farm and Country Elevator Grain Storage
 

Attached for your information is an addendum to the subjectloan paper relating to the economic Justification of the project.
This addendum was informally distributed as an unnumbered document
at the meeting of the Development Loan Committee Gn April 26, 1963.
 

Walton C. Groce
 
Secretary

Development Loan Committee
 

Attachment: 
As stated
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April 26, 1963 
MIORADK TO THE DEEL0E NT LOAN CaK4ITTE 

FRO4: Stanley I. Grand, IA/CD 

SUBJECT: Argentine Grain Storage 

InMr. Coffin's briefing held April 25 a number of questions were
raised on which additional information was requested. These questions and
the additional information and/or explanation follow: 

1. 	 What measures of self-help have been instituted by the Argentine 
Goverment?
 

CCOMENT: These measures of self-help are explained in detail in the
 
attached statement.
 

2. 	What will be the major social and economic consequences of the grain
 
storage loan?
 

CTME: The 	primary objective of this loan is the conversion of grain

storage facilities from bag storage to bulk storage. 
Associated with

this conversion program will be a Public Warehousing law embodying a
 
system of warehouse receipts. The principal beneficiary of these two
 
objectives will be the farmer. 
He will benefit from the availability

of storage facilities either on the farm or near his farm which will
 
enable him to store his wheat and to market it in a more orderly

process. 
Thus the farmer will be under less pressure to sell his wheat
 
at harvest time and will receive a higher price for his grain. 
The
 
system of warehouse receipts will have far-reaching consequences for the
farmer in that he will not only be able to store his wheat in a country

elevator but he will be able to have a negotiable piece of paper which

he can take to his bank and obtain a loan to finance his farming needs
pending the sale of his grain. 
This system will be cf particular bene­
fit to small farmers and tenant farmers who have suffered most in the
 
past from a lack of the availability of storage facilities.
 

The Argentine econony will benefit significantly from thisconversion to bulk storage facilities. The consultants have calculated
the net annual savings for the country as a whole to be in the magni­tude of $85 million in peso equivalent and $7.7 million in foreign
exchange savings. The significant feature of this savings is that it 
pass primarily to the farmer and to the country elevator operator. 

01W. U .. ONfi.: 
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These savings do not include significant indirect benefits to theecon~w as a whole resulting from increased marketing efficiency and thestimulation to employment which will result from the construction program. Obviously, the consumer will be the ultimate beneficiary of
the improved marketing efficiencies.
 

3. What is. the projected domestic demand in Argentina for grain? 

CaO4ENT: The consultants have projected that the total utilization ofwheat by flour millers in Argentina will rise approximately 10% from1962 to 1965-66. During the same period the utilization of other grainsby domestic processors is expected to increase by approximately 5%.They have also projected substantial increase in the amount of grain re­quired for seed and for animal feed not reflected in the processing of
other grains listed above. 

While the increased domestic demand for wheat and other grainsis significant, the important fact to emphasize is that the demand forthe grain storage facilities results primarily from the conversion pro-.gram of bag storage to bulk storage. Of the total need for additionalstorage facilities 77.4% is for conversion from bag storage facilitiesto bulk storage facilities. This means that even in the absence of anyincrease in domestic or export demand and even if nothere were increasein production, the total cost of the conversion program alone for bathcountry elevator and farm storage would amount to approximately $183million. Since the cost of the proposed two-year project embodies inthis loan is only $62 million (of which AID is contributing $21.7million) only one-third of the total cost of the conversion program.
alone will be covered by this project. 

4. How is the future export demand for Argentine grain likely to affect 
this project?
 

CaMMENT: While paragraph 3 above relating to demand for storage facili­ties makes the question of future export demand somewhat academic, itis useful to note that during recent years Argentina has not even beenable to meet its commitments to its neighboring countries, such as
Paraguay and Brazil. 
This has resulted in substantive demands fromthese two countries for P.L. 480 programs with the U.S.
 

Even though, as indicated elsewhere in thij paper, the
 



- 3 - LJFL --­
question of increased production both for domesticis not relevant and export purposesto this loan, it should be noted that the Administratorand the U.S.D.A. have both concluded
counterproductive that the proposed loan is notin terms of U.S. agricultural policies and objectives. 



ARGENTINE SELF-HELP MEASURES 

The most significant self-help action taken recently is the com­mitment of the Argentine Government to the International Monetary Fund for
renewal of the IMF Standby Agreement.
 

On June 6, 1962 the Government of Argentina entered into a
$100 million standby agreement with the International Monetary Fund whichwould permit drawings of $50 million during the first six months. Theagreement established a limitation on overall credit e.pansion of 8 billionpesos, which would be reviewed at the end of six months ad a new ceiling
established if necessary. 
On June 7, 1962 the U.S. Treasury Department
agreed to a $50 million dollar exchange stabilization agreement in support
of the IiF-Argentine arrangements, with drawings to be pari-passu with the
 
Fund.
 

During the first six months of the agreement Argentina did not
violate the eight billion peso credit expansion ceiling but it became ap­parent to the Fund that economic pressures would soon result in 
 CentralBank deficit financing beyond any amount which the Fund would find acceptable.The IMF and U.S. Treasury both suspended drawings for the second six month
period, and new negotiations were undertaken by the Fund.
 

On March 27, 1963 the IMF agreed to extend the previous agreement
for four months, and permit drawings of $50 million through the periodending October 6, 1963. 
The IMF does not feel that the new arrangement
Is a real stabilization agreement but believes that the followiv.ng Argentine
Government undertakings are the most that can be from theexpected caretakergovernment faced with critical political and economic problems:
 

(a) Overall credit expansion will be limited to two billion pesos
monthly. 
To make this ceiling effective revenues will have to beincreased by 17 billion pesos and expenditures reduced by 10 billionpesos per annum. The Government has already taken action to increasetaxes and reduce expenses. New management has been appointed to thedeficit ridden state railways and YPF, the state oil monopoly. 

(b) New foreign suppliers credits in the public sector will be

limited to $25 million through October 1963.
 

An important consideration of the IMF in approving extension of the
standby was Argentine agreement to vigorously seek renegotiation of its heavy
external debt payments in 1963 and 1964. 
In November 1962 the Export-Import
Bank and the principal European creditors had reached tentative agreements
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with Argentina to refinance $72 million and $135 million respectively of 
debt falling due in these two years. The suspension of IMF drawing rights 
delayed completion of the agreements but Argentina is now taking action to
 
conclude the November agreements.
 

The United States Government agreed on March 28, 1963 to provide
 
loans and other financial assistance to Argentina in support of the renewed
 
IMF standby agreement. The following U.S. assistance is conditional on
 
Argentina's continued drawing rights under the new standby:
 

(1) The U.S. Treasury is extending for an additional four months 
the life of its outstanding exchange agreement which was due to 
expire on June 6, 1963. This action will make available through 
October 6, 1963 $25 million not previously drawn. Half of the total 
is available immediately and the balance distributed equally from 
June through October, on the same basis as the IMF drawings. 

(2) The Agency for International Development will provide $20 million 
from Contingency Funds for essential imports from the United States,
 
with disbursements to begin in June, 1963.
 

(3) Subject to completion of Argentine bilateral accords with
 
European governments for refunding arrangements agreed in principle
 
in November 1962, the Export-Import Bank will on parallel terms
 
refinance up to $92 million of Argentine debts to the Export-Import
 
Bank and other United States creditors. The $92 million includes
 
$72 million which had been negotiated but not signed in November,
 
plus $20 million which will only be applied to refinancing principal
 
payments due after June 30, 1963.
 

Within a week after the announcement of IMF and U.S. assistance 
armed conflict broke out among various military elements. The military faction 
which was unwilling to proceed with the June elections seems to have been
 
soundly defeated. The Government's position has apparently been strengthened
 
politically, which should also help in its efforts to carry out the economic
 
commitments to the International Monetary Fund.
 

The President of the Central Bank is now in Europe to conclude the
 
debt refinancing agreements of last November, which would then permit the
 
Export-Import Bank commitment to become effective.
 

Development planning is now being seriously carried out under the
 
direction of the National Development Council which is headed by the Minister
 
of Economy. The Council is coordinating the planning efforts of the various
 
ministries and the provincial planning body, the Federal Investment Council.
 
Many resource studies have been completed and are being collated in a twelve
 
volume publication with the assistance of Stanford Research Institute.
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The NDC has contracted with the Harvard University planning group headed by
Prof. Edward Mason under a loan provided by IDB. The Harvard team will advise
the Council in formulating and refining a national development plan and in
 
training Argentine officials.
 

All requests for public external borrowing must now be approved by the
NDC as to their priority and soundness within a general framework of development
needs. 
 It is expected that the basic development plan will be ready for publi­
cation in 1964.
 

Directly loan related self-help include the provision of substantial
bank resources for agriculture and the establishment of a new and more economical
system of grain warehousing with the use of negotiable warehouse receipts.

The new warehousing system is an important step forward in modernizing the
Argentine economy. 
The net return to the farmer is increased and his crop has
an immediate cash value which in turn provides the resources for further agri­cultural improvements. 
The bank will devote approximately $20 million to the
modernization of grain storage facilities during the two year program in ad­dition:.to the resources applied to other aspects of agricultural development.
 

Other measures have been taken to promote agricultural growth such
as 
the recently approved program of agricultural mechanization to be carried
 out with the assistance of a $25 million loan from the IDB; the establishment
of a government and producers organization, PRO-AGRO, to devise new policies
for agricultural development and the reduction of burdensome taxes on agricul­
tural production.
 

D _FC.AL ... .....
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AID/DLC/P- 123 
April 10, 1963 

ARGENTINA - Farm and Country Elevator Grain Storage
 

SUMMARY AND RECO ENDATXC.NS 

1. BORROWER: 	 The Borrower is the Banco de la Nacion (Bank of the
Nation), an Argentine Government bank. Accordingto the Bank's charter the Government of Argentinais responsible for the Bank's obligations. 

2. -AOUNT OF WAN: Not to exceed the equivalent of $9.9 million
for On-The-Farm Storage and $11.8 million.for 
Country Elevator Storage or a total of $2.1.7 
million. 
Of this total, it is estimated that

$16.6 million will be reauired for financing
the entire foreign exchange costs and $5.1 million
for financing part of the peso costs of the project. 

3. TOTAL COST OF PROJECT: The total cost of the t't-year roject 

is about $62 million, of which 65% will be financed 
from Argentine resources.
 

4. PURPOSE: The pnrpose of the project is to finance the construc­
tion of On-The-Farm Grain Storage and Country Elevator 
Grain Storage facilities in Argentina. The projects

are expected to 	result in greater preservation of grain,more orderly marketing, lower marketing costs, increased 
returns to the producer, foreign exchange savings

resulting from loitering burlap requirements for sacks,
and a modern warehousing system where warehouse receipts
provide the producer ,rithprotected collateral. 
Moreover, the project will help to mobilize privatedomestic resources to assist in accomplishing the above 
purposes. 

5. 	 BACKGROUND; Unfavorable and inconsistent governmental policies toward
agriculture for the past 20 	years have caused grain
production to 	 asuffer with resulting standstill of
grain storage facilities equiped to meet modern storage 

01-711nLU C" T 

http:ENDATXC.NS


- ii - IO-VQIAL U, vIJ­-	 I 

Revised 4/19/63
 

and marketing practices. USAID/Argentina consequently

&ngaged the services of a consulting firm to do a 
feasibility survey and to make recommendations to the
Argentine Gcvernment. This application for financing 
comes as a result of this survey. 

6. PROJECT DESCRIPTION: The project is 
a relending operation by the
 
Banco de la Nacion to private country elevator operators

and cooperatives, and to farmers, for the purpose of
 
constructing bulk-handling grain storage facilities 
in the main producing areas of Argentina. The Bank 
has stated that 	it intends to relend the funds for
 
facilities recormmended by the consultant.s both as to 
location, size onn. -, 

7. EXIMBANK AND OTHER CLEARANCE: Eximbank clearance was obtained on 
March 19, 1963. 
I.D.B. was unable to consider financing

these projects because of other commitments in the
field of agriculture. IBRD has been handed the 
application for 	Port Storage financing.
 

8. VIEWS OF THE COUNTRY TEAM: The Country Testa strongly favors this 
loan as being high in the priorities for projects

stimulating economic development and in keeping with
 
the AI.D. development goals in Argentina.
 

9. 	STATUTORY CRITERIA: All statutory criteria relating to this loan 
have been satisfactorily met. (See Annex II for details) 

10o ISSUES: 	 The question of the most desirable timing of this loan 
has arisen. While a detailed discussion is presented
in the body of the Loan Paper, the conclusions of CD/LA
and ARA/LA are that ,the loan should be offered as soon 
as it can be processed,-for the following reasons.
 

1. Delay until 	November after a newly elected government

takes office would mean total time loss of 14 to 18
 
months because one additional crop year would be lost.
 

VO_IL ,_,a i A 
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2. Argentina is not expected to show a substantial
 
degree of stability for some time. Continuing

development is essential for establishment of stable
 
conditions.
 

3. Past experience does not support the thesis
 
that maximum political impact can necessarily be
 
gained by delaying loans until Nx"optimum" time.
 

With regard to the issue of the effect upon the
 
U. S. economically, the Administrator has in his
 
memorandum (shown in Annex I) resolved this problem.
 

11. RECOMMENDATIONS: Authorization of a loan to the Banco de la
 
Nacion de Argentina in an amount not to exceed
 
$21.7 million:
 

(a) Terms: To the Borrower -- a term of 15 years
 
including a five-year grace period on the repayment of
 
principal; to the Government of Argentina 
-- at
 
its subsequent option, 40 years with a ten-year.
 
period of grace.
 

(b) Interest: To the Borrower --
Five and three­
quarters (5-3/4) percent per annum on the disbursed
 
portion to be paid to the Government of Argentina;
 
to the Government of Argentina -- at its option

three-quarters (3/4) percent per annum to be paid
 
to the U.S. on the disbursed (but unrepaid to the
 
U. S.) portion of the loan.
 

(c) Repayment terms: To the Borrower repayment
 
of Principal and interest to A.I.D. in dollars, or 
if the Govcrncnt of !.rrc-n n.raso elects, to repay r 
-nd interest to the Governlent of Argentina in peccr; 
to the Government of Argentina -- repayment of 
Principal and interest to A.I.D. in dollars,
 
subject to agreement with A.I.D. providing for
 
repayment over 40 years with ten-year grace period
 
at three-quarters (3/4) percent.
 

T 0 rTUIOT TTOV 
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(d) Major conditions:
 

I. 	Repayment of Principal and interest on

the loan to be guaranteed by the Govern­
ment of Argentina,
 

2. 	Retention by the Borrower of a U. S. con­
sulting engineering firm experience in

grain storage construction and operation.
 

3. 	The Borrower will obtain A.I.D. approval

for all sub-loans of more than the peso

equivalent of $100,000 for which the pro­
ceeds of this loan are utilized.
 

4. 	The Government of Argentina will covenant
 
that within one year after the first dis­
bursement from the loan funds, for financ­
ing the construction of the first country

elevator it will agree to establish a
 
modern warehouse system of private individuals
 
or grain merchants and the issuance of
 
warehousing receipts.
 

5. 	 Standard conditions. 

Project Committee:.
 

Loan Officer: DStoops
 
Desk Officer! JNepple
 
Engineer: 
 .SAnderson
 

Counsel: 
 DBronheim
 

Drafted: DStoops/Anderson/Krulfeld/Bronheim 

-Or'IJIA.
UE0N3L:
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SECTION I - PLACE OF PROJECT IN PROGRAM 

A, 	 Description of Sector Goal and its Relation to Other 
Sector Goals 

The USAID/Argentina sector goal to which this project

relates is Goal 1: By 1970, to increase agricultural cut-put by about
 
one-third.
 

This is the key goal in the USAID program. Agricultural
exports provide over 90% of Argentina's foreign exchange, but the volume 
has 	been inadequate in recent years to even meet sales commitments. 
Argentina requires a thorough revision of agricultural policy to 
encourage increased investment, mechanization and modernization of
 
agricultural production. A.I.D. will provide loan -Li ,'r nt anistance 
to planning and policy units of the GOA to oevelo,, the ncex1,.d policy
revisions. Loan and grant assistance will also serve :.; induccments 
to the enactment of measures needed to re-establish investment incentive
 
in the agricultural sector. The out-moded techniques of Argentine
agriculture will be up-graded through A.I.D. assistance to research
 
and extension institutions and to agricultural education. Development 
loans will be made in areas that offer promise of break-through in either 
agricultural techniques, or institutional development required for the 
desired increase in agricultural production. 

B, 	 Relation of Project to Sector Goal and Other Sector 
Projects 

This proposed loan for grain storage will result in a
technological change, moving grain storage from bag to bulk and requiring
grading, permitting cheaper and faster storage and transportation of 
grain. Conditions precedent to the loan will include changes in the
 
grain storage system that have hindered the full development of this 
sector of the economy. The proposed loan also relates to the goal of
Transportation, inasmuch as bulk handling and the possibility of mixing
grains that have been graded will allow fuller utilization of existing
 
transportation facilities. 
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C. 	Project Contribution to Country's Economic Develo mnt
 

This project contributes to Argentina's economic develop­ment in numerous ways. It will 	result in the institution of qualitygrading, making the marketing of the grain simpler; it will be cheaperthan 	present bagging methods; and save the 	foreign exchange costs ofimported bagging material; grading will permit mixing of severalproprietor's grain in 	one elevator and utilization of the elevators
'ull 	capacity; the of warehouseuse receipts is expected to 	stimulatecredit operations against this negotiable paper. 

An immediate economic benefit will result from theconstruction of these facilities since most of the costs of the projectare local, utiliz.ng local industry and labor. An 	example is also
provided that may be followed by indigenous private industry ororganizations using local capital to provide more such facilities.
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SECTION II - DETAILED DESCRIPTION OF PROJECT 

A. Borrower 

1. Name and Description 

The Borrower ishereafter referred 
the Banco de la Nacion de Argentina,to as the Bank. The Bank is a semi-autonomousGovernment bank founded on October 16, 1891. 

Operating in an agricultural country, the primarypurpose of the Bank has traditionally been to support agricuturalproduction. This emphasis shifted during the Peron and Frondiziadministrations, however, when industrial development received primary
emphasis. 
The present GOA administration is attempting to 
restore
a balance between industrial and agricultural lending policy more in
keeping with the realistic needs of the Argentine economy, 
The
Bank also engages in commercial banking and is one of the principal
sources of financing for trade and commerce. 
Me agricultural lending
portfolio of the Bank is, however, completely separated from the
commercial lending portfolio. 
The Bank has 154 branches located
throughout Argentina, principally in the major agricultural producing

areas.
 

2. Ownership, control snd management
 

The Bank is 
an Argentine Government institution. Itis governed by a President and a Board of Directors, consisting of the
Bank President, Vice President, and eight directors, all of whom must
be Argentine citizens. The President of the Bank is named by the
President of Argentina with the approval of the Argentine Senate. 
The
normal term of office is 6 years. He may serve more than one term.
The situation of changing National Government administrations such as
has prevailed in Argentina during the past several months, however,
has renulted in considerable insecurity of his tenure.
 

The eight directors are also named by the President
of Argentina for terms of 4 years. Two directors represent agriculturalproducers, two represent business men, 2 represent industrialists, and2 represent varying activities. 
There is an added proviso that at least
four of the directors must have an ample understanding of the economicproblems of the interior of the country. 
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The General Manager and the Assistant General Manager
 
are nominated by the President 
of the Bank with the approvral of the 
Board of Directors.
 

Being an old and established instittixbon the Bank has
 
had much experience in loans in the agricultural sector of the Argentine
 
economy, including loans for Grain Storage. Its experience as far as 
Grain Storage is concerned has been through the gra:nting of loans for 
the construction of farm bins, country elevators, underground silos and 
related equipment. The effectiveness of the Baik has tended to be related 
to the element of political stability in the country. Twenty years ago
the BawLk was regarded as being a sound financial pillar. In the interim 
its position and performance has, in the opinion of independent 
observers, left something to be desired, principally because it was 
tied so closely to the National political scene. Despite these facts, 
however, the Bank is in a better position than any other financial
 
insbitution in Argentina at the proent time to reach the agricultural 
producers and co-uftry elevator operators and to deal "4th their 
financial needs. With the renewed eml:itasis at the National Government 
level in Argentna on ther eWto:'_ion of a sound &a-ic-ltZur­
al e*onomy there is reason to believe thet the B;ak will be in a position 
to sadminijter the proposed 1c an within reasonable degrees of prudence 
and foresight. 

B. Background of Project 

1. History
 

The need for readjustment of grain storage and marketing
pr.ctiCes in Agentina to place them more in keeping with international 
practies has long been recogni zed. As long as g,_ain storage and market­
ing was an activity of the private sectoz in Argentikua economic competi­
tive foT'es caused periodic adjustment'!s which placed Argentina on a 
relative par with other grain producing Cointries, With the advent of 
nationalization of a portion of the grain sto'rage facilities in Argentina
and resulting governmental controls iaid over-regulation few improvements 
have been made in the past 20 years. This, coupled with an unrealistic 
agricult-ural policy, resulted in a cons!tant deterioration of Argentina 
as one of the major World producers sud marketers of grain. As a 
consequence of this and other policies the Arg-entine economy steadily
deteriorated and its balance of payments position worsened. 

,.,:-z:, -'IT LY 
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In recognition of the importance of agriculture to
the Argentine economy the USAID Mission in Argentina engaged the
consulting firm of Agri Research Inc., 
of Manhattan, Kansas, to
make an independent study of the needed improvements in Argentina's
grain marketing f,,Al ltics tnd practices. 
The study later was extended
to include rn nnn. uiai- ot' the specific grain elevator and farm storagepro.jects proposed by Argentina for possible financial support under
the Alliance for Progress. Agri Research worked closely with the
staffs of pertinent Argentine official agencies and drew upon the
experience and information of farmers, estanciaros, grain merchants,
bankers, food processers, and others in Argentina. 
The Agri Research
work resuited in the feasibility survey entitled "Adjusting Grain
Marketing Facilities and Practices in Argentina to meet Projected
Reouirements." 
 The engineering analysis was conducted wider a
companion contract with the Weitz-Hettelsater Engineers of Kansas City,
Missouri, a firm with international experience in the grain storage and

marketing field.
 

Since any potential financing of country elevator
grain storage, or on-the-farm grain storage would ultimately be only
to private farmers, cooperatives and country elevator operators, it
was determined that the most effective mechanism for extending such
financing would be through an existing financial institution in
Argentina. 
The Agri Research survey was therefore also enlarged
to include an appraisal of the various financial institutions in
Argentina and a recommendation of the most logical institution to which
external financing might possibly be extended, 
This study resulted in
a recommendation from Agri Research that such fir.. 1..e nzide throughthe Banco de la Nacion. Subseauently the U$!:W T, .i *i,.roeratedthe Banco de la Nacion in the preparation of' .L,;: t; Ci01,. 
with 

2. The Country Team has strongly recommended this project
as being essential to the restoration of the economic health of the
agricultural economy of Argentina.
 

3. Action by EximBank and International Institutions
 
Two separate applications for grain storage financing
were received from Argentina.
grain storage facilities. The first was for the financing of portThe IBRD expressed an interest in this project
and the application has been forwarded to IBRD for its consideration.
The second application from the Banco de la Nacion for financing country
elevators and on-the-farm grain storage was discussed with IDB and with
the EximBank. Both institutions expressed the view that Uhile theseprojects were important and well prepared neither would be able to
consider their financing in the foreseeable future because of other


commitments in Argentina.
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C. Engineering Analysis 

1. General Description
 

The over-all programin Argentina will include the 
for farm and country grain storageconstruction of 9,200 farm storage unitsand 374 country elevators, They will be located in the 5 grain raisingprovinces in the Central, Northeast and Eastern operation of the country.
The total estimated cost of the farm storage is $7Oq6 million for5-year program and $167.6 million for a 10-year progrm 

a
 
of country
elevator construction.
 

It is proposed that the A.I.D. loan cover up to $21.7
million of the cost of the first two years of construct:Lon for both
types of storage. The $21.7 million would be made up of $16.6 millionand $5.1 million equivalent in pesos. 

The cost estimatesengineering firm that 
were made by an American consultingspecializes in grain storage construction and arebased upon suppliers' costs and contracting prices in !,rget-tina.
 

2. Technical 

a. A detailed study of the grain storage program was
made by Agri Research Inc., to determine the various national storage
requirements and the economics 
feasibility and 

of the storage program. The engineeringtechnical soundness analysis surveyrepresentatives was made byof Weitz-Hettelsater Engineers in co2jimction withtechnicins from the Bark. These engineers alsodesigns for the various types 
approved the basic
of storage and the associated 
cost estimates. 

b. Suppliers have various plansfarm storage units which for stock items ofcan be expanded from 150well as tons to 600 tons, asstandard plans developed by the Grain Storage DepvatmentMinistry of Public Works of the 
with a basic plan of 3,700 

for such storage. 1he countyxV elevators startTon capacity which can be expanded in incrementsof 1,500 Tons up to 9,700 Tons. 

The technical implementation of the loan is plannedas follows: 
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Farm Storage
 

The plans and specifications must meet the design and
specificatlon standard requirements of the Grain Elevator Department

of the Ministry of Public Works, and be approved by the National Grain 
Board, The construction will be done by the suppliers' and ill be
superised by representatives of the National Bank who will also certify 
to final acceptance and payment.
 

Country Storage
 

The site, location, size, and kind of storage will be
 
approved by the National Grain Board. 
The plans and specifications must
 
meet the recuirements of the Grain Elevator Department of the Ministry

of Public Works. The sub-borrowing agricultural cooperatives, or grain

merchants will negotiate a contract for construction with a contractor 
uoing a bid document approved by the Bank and A.I.D. 
The Bank will have
 
the responsibility for supervising the construction and certifying to the
 
contractors' progress payments. The final acceptance and payment will
 
require approval of the National Grain Board 
and/or the Grain Elevator 
DepDatment of the Ministry of Public Works. 
A consulting engineering

firm that specializes in grain storage design and construction will be 
employed by the Bank to assist in the technical planning eid supervision

of the country installations 
and for advice on the farm storage projects. 

Local contractors have been building grain storage

facilities in Argentina for many years and are qualified to construct
 
such facilities. U.S. contractors will be allowed to bid on the country
 
storage units if they are interested in projects of that size.
 

The cost estimates were compiled by representatives of

the Weitz-Hettelsater Engineers, a highly qualified internationally

recognized consulting engineering firm that specializes in grain storage

facilities using local suppliers and contract costs. 
Foreign exchange 
costs "willbe used for the procurement of equipment and materials and 
engineering, and possibly construction services. 

c. Maiagement 

1. Facilities Management
 

The farm storage will be operated by the 
individual farm owner or tenant. 

- ~ ~ r It, 
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The 	Country Storage will be operated by privategrain merchants or cooperatives* All 	Country Elevators will be underthe 	general direction of and must conform to the regulations of theNational Grain Board, which is qualified and experienced in this kind
-of operation and regulation of a country-wide storage system.
 

With Argentinaas long experienceprodu.,tion, the problems of grain storage will not be 
in grain 

new 	to eitherthe 	individual farmers, or 	to country elevator operators. Provisionshould be made by the Bank, however, for 	the farmers and elevatoroperators to receive instructions from suppliers of equipment
from competent engineers and
 
on the operation and maintenance of the newtypes of silos and equipment which will be constructed under this
 

program.
 

To 	 give protection to the individual farmer orothersstoring their grain In a Country Elevator, a new grain storagelaw 	should be enacted to provide that such storage will be under aisystemof warehouse receipts, so that the grain he will withdraw will be equalin quantity and quality to that stored by him. The 	law should provWseffective Governmental supervision of the Country Storage program. Thelegislation and administration for 	doing these things must be studiedand 	workeil out carefully. The enactment of 	such -a law should berequiremint of this loan and 	 ashould be enacted prior to the completiomof 	construction of the Country Elevators. There is no request 1n thsapplication for employing a tem of consultants to help the GOA Vorkout the required details but provision will be made In the loangrementfor 	this to be made an eligible use of the loan funds. 

2. 	 Bank Management 

The Bank's organizational structurein Section l1A, 	 is describedand 	its experience in the field of lending for grainstorage is summarized in the same section, 

In its application to A.I.D. the 	Bank has ocumredits 	proposed relending procedures for the A.I.D. loan funds as follow:s
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Procedures used in relending: 

Financial aspect: The loan requested will be distributed amongthe five grain-producing provinces of the country acccrling to the needsdetermined in the Agri-Research report which has been approved by theNational Grain Board and the National bevelopment Council. (See Map

of Prcducing Areas in Annex III).
 

Banking aspect: The amount and term of the credit will be
determined according 
 to the needs of each applicant. 

Technical aspect: As a requirement for payment of the finalinstallment, a certificate from the National Grain Board and/or the

Grain Elevator Department of the Ministry of Public Works will be
required, certifying the adequacy 
 of the installments, except in the
case of the farm bins in which case the certificate would be extended
 
by authorized personnel.
 

Description of the type of loans to be granted: 

Firms eligible for these credits: Farmers (owners or tenants),agricultural cooperatives and grain merchants. 

In case the applicant is a tenant of the farm where the bins
 are to be built, he must obtain 
a letter from the owner stating that thebin and its accessories are exclusive property of the tenazt. 

ThnZ ose: 

of* For the const:-ction of farm bins for storing and conserva­

tion of the producer's own grain and, 

(b) For the construction of country elevators and the acquisi­tion of accessory facilities such as legs, engines, drying equipment, etc.,

excluding harvesting equipment.
 

Maximum Jercentage tobelo-ed: Up to 70% of the value of the investment
 
required. 

Maximum per firm: For farm bins M$N 1,100,000 (pesos); for countryelevators there ts no maximum per firm, but the loans must be approved
by the B&-Y* headquarters. 
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Security: Loans may be secured by chattel mortgage or real estate 
mortgage according to the following specifications: 

(a) With chattel mortgage: A recorded chattel mortgage 
on the items to be constructed or purchased with a statement listing 
all the facilities and equipment. When this type of security Is used, 
the bin must be capable of being dismantled. 

(b) With real estate mortgage: For the first mortgage, on 
the ra.-al estate where these improvements will be built or on any other 
property of the applicant. If the Banco de la Nacion were to hold the
 
first mortgage, the loan could be made on this same gus-antee through
 
a simple increase. The requests which must be secured by mortgages will,
 
in all cases, be sent to the Banks headquarters. 

Term: Five years for farm bins and ten years for country elevators. 

In both cases terms may be extended for two years when fully justified.
 

Interest Rate: 15% per annum (See Recommendation below)
 

Renuirements: In addition to the regular upplication, the follow-ing 
additional pertInenb information will be required: 

(a) Detailed cost estimates for the construction and/or the
 
equipment to be acquired. 

(b) Dravwng of the silo with its technical details, approved 
by a professional engineer. 

(c) For farmers, area planted by crop, average yields obtained 
in the last three years and sketch of the location of the bins on the land. 

(d) For grain merchants or cooperatives, the location of the 
facilities on the land, ownership of the land, and the amount stored in 
the last three years broken down by crop. 

Basically, these procedures appear to be soiLid. Yae interest 
rate, however, is considered to be too high and the Proect Committee
 
rro-ose to limit the interest received by the Bank on A.I.D. loan funds 
to 8-3/4%, or 3% above the rate the Bank ist pay for the loan funds. 
Any elevator costing more than $100,000 1 ;2J rJ-o recuire prior A.I.D. 
approval. A condition precedent to loan dlisbursemient will also be a
 
more detailed description of their lending criteria and procedures
 
and clarification of the expected role of the consulting engineer, 
including his certification of requests for disbursement.
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The Banco de la Nacion in discussions with
the Deputy Assistant Administrator for Capital Development, LA,

at the I.D.B. meetings in Caracas, Venezuela, beginning the
week of April 22, 1963, requested A.I.D. 'sconsideration
 
for allowing the Bank to charge the Sub-Borrower an additional

fee of 6-i/4 percent per annum to provide a reserve to meet
fluctuations in the exchange rate. 
The Deputy Assistant
 
Administrator for Capital Development, LA, has recommended
 
acceptance, and the Project Committee concurs. 
The Loan
 
Authorization has been changed to reflect this point.
 

OFFICIAL USE ONLY
 



Argentina - Total Additional Storage Recommended o!, Farms a1-d at Count:y 

Elevators
 

- I oN-L-SoRAGE---

CAPACITY RECOMM
Country ED Indicated NunbEr(metric tons) of Storage UnitsOn farms (capacity ranges- by Size 

metric tons) 
Country elevators(capaci_
 
ties -metric 
tons)
 

farms elevators 100-200 200-400 Over 400 3,000 5,000 10,900 

DISTRICT I 267,136 
 343,929 
 187 

DISTRICT 11 


41 381 10 23 20 
64,299
DISTR i 106,440 93
DISTRICT IV 749,232 183,852 52 32 79 10
304,134 726 5
57,510 874
DISTRICT V 134 309 11 16
317 7204,846 4
86,479 9 0
DISTRICT VI 28 227 218
241,305 8 10
33,677 1
DISTRICT XIV 96 428 
 16322,178 4 2
16,859 1
76
OTHER AREAS 18
154,204 4
TOTAL WENDS AIRES 51,656 120 

13 1 0142 0 10 0

162 


0 IPROVINCE 
 2,007,334 
 88o,402 
 60 2,069 2,207 
 51 76
DISTRICT VII 3).
121,952 
 153,126
DISTRICT VIII 187 110
341,912 79 2
603,400 12 9
0 207 
 425 
 4 0 
 59
OTHER AREAS 
 72,017 
 87,189 
 ill
TOTAL SANTA 65 4723 1 3PROVINCE 535,881 843,715 298DISTRICT IX 462 55r
377,780 7 15 75180,987
DISTRICT X 384 365
164,555 351 6
208,440 29 2
119
OTHER AREAS 66,-222 38 228 0 034,494 21
TOTAL CORDOBA PROVINCE 608,557 

67 64 61 0423,921 467 
7 0
570 
 64o 
 6 36 23
DISTRICT XI 
 18,824 
 72,598
DISTRICT XII 7 32 
 13
15,038 2 9
70,851 2
..
OTHER AREAS 11 130 0 7 10 0
0 
 0TOTALENTRE RIOS PROVINCE 33,862 

0 0 0 0232449 4o 43 26 9 19 2 



Argentina - Total Additional Storage Recommended on Farms and at Country Elevators (Continued) 

ADDITIONAL STORAGE 
CAPACITY RECOMMENDED Indicated Number of Storage Units by Size 

OQuntry (metric tons) On farms (capacity ranges- Country elevators 
metric tons) (capacities-metric tons) 

On 
farms 

At country
elevators 100-200 200-400 Over 400 3,000 5,000 10,000 

DISTRICT XIII 
OTHER AREAS 
TOTAL LA PANPA PROVINCE 

369,283 
86,150 

455,433 

64,792 
17,489 
82,281 

196 
46 

242 

422 
98 
520 

369 
86 
455 

12 
2 

14 

4 
2 
6 

1 
0 
1 

TOTAL FIVE PROVINCES 3,641,067 2,373,768 1,790 3,561 3,879 87 152 1.35 

F' 

a 
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D. Economic Analysis 

Argentina is one of the major grain producing nations of
the World. Its exports of grains have traditionaly constituted a vital 
source of foreign exchange earnings. It has tr-zditionally marketed its 
production in excess of domestic needs in neigh.bcring deficit producing
countries such as Brazil, and it has also been a majcr supplier of the
Diropean market. During the past 21" years, h the eefomic
 
policies, detrimental to 9griculture, follov%-d by the Government of

Argentina have resulted in a reduction in gra-La p:'oution at the same

time that domestic consumption was continm.Uly rising. Consequently,
in recent years Argentina has not been able to meet its commitments for

grain even to its neighboring countr!.s, 

ble.ny factors have nt;ibud -o th,[3 &tteriorating
situation. TL,.- failure of Argentina to ate.u e.odern grain storage
and marketing system has been a major iactor. Argentina has continued
 
to use ntivuated methods of gzsin handlir~uad s'.ora.e, such as the
 
use of bags in lie o±f bulk storig3, with teslting cits much higher

thar the b*,lk storage. Mcreover. t b e hs a 6hortage of any type

to "thepoint that annual losses of is-1in ff.nm i-,%tdequate storage have
 
been gnifleant,
 

Agri Research Ini.* the ts wnhow,, halre prepared the
feaiblilily survey have dona a ...... ""a .z-.si..e analysis of
pojeztod gS.in production, ed tits r.t-Z..-. Zgneei for grain storage
facilities of all types ranging from ao:.t e.... country elevator... to 

a:-d orn-the-:tefm torage. T~he con:';J.t hi : 
 qefully analyzed the
 
relative -ed- of country elevator. "m storage by

each produing district. The resuJ.t of their f.n-dings are shown in


theprecsdig table, In .suy, thay have dt,;rmined that the breaking 
pnint "aw,.en the feaibility rf_ -t- 2r"- ~Su contryelevators is an annual ,r'--,'- e-. * ,::..,ximateiy 150 metric 

Feams pd.ducing less than this or.Ut.- il:l find it more economical 
to store their grin in coutry ealena'- ei,3 Y'.ain. warehouse receipts
rathe ths. to conatruct their own gr .'n :ra. facilities. The 
conlultants ha-ve then -made .aion. of the berefit- cost ratios of each 
type of vtorage and have found them to rmriq o.shigh as four o one.
The resulting recommendations &re for a natinal gnain storge program'
p"'ojected over a 10-year period c of 2.4 million... .. e-.tors 
tons capacity at a total cost oi' $lor5T6 m-;"n"the-frm. zd grain
storage program projected over a ; yen - peri.'d of 3-7 million tons 
capacity and costing $70.6 million. 

OFFICIAL USE O!l'/ 
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Tables 11, 12, 13, and 14 of Annex III show the relationship
of benefits to costs, and other related economic projections. 

In addition to lowering marketing costs, conversion from
 
bag-type storage anto bulk storage will result in estimated saving

of foreign exchange of approximately $4.4 million annually through

reducing import requirements for burlap by more than 12,000 tons per
 
year.
 

Private sub-borrowers will have to finance approximately
30 percent of the cost of each facility. Thus internal private resources 
will be mobilized through this loan. Moreover, by requiring the Bank to

finance a substantial portion of the facilities' costs from its own
 
resources, a shift away from concentration on financing industry and
 
commerce and in favor of the neglected agricultural sector will be
 
encouraged.
 

Economic factors surrounding this project are of both
 
short-amnd-long range importance. 
While the projects are primarily

aimed at solving long range problems, their implementation is consistent

with Argentina's short-range economic and financial difficulties, which
 
are related both to the country's balance of payments position, and
 
to its internal credit situation.
 

It is contemplated that the entire foreign exchange costs 
of the project will be financed from A.I.D. loan tunds on terms and
conditions which will not aggrevate the difficult balance of payments
position projected for Argentina over the next five to seven years. 

The original request by the Bank called for A.I.D. to 
provide 70% of the local cost of the program; i.e., the entire amount 
not provided by the sub-borrowers from their own resources. 
In
 
weighing this request, A.I.D. has attempted to estimate the indirect
 
foreign exchange impact of the execution of this 2-year program. 
On

the basis of 1955-59 data, the marginal propensity to imports of 
Argentina, has been calculated 15%.at about On the basis of this 
coefficient and without taking into account the likely multiplier 
cf­
fects oi the execution of the projects its indirect foreign costs
 
,would be about $6.8 million. This would constitute an important
element in justifying a certain amount of dollar financing of the 

OEIU2z r132O_^V 
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local costs, particularly during the first year of the program when
the Argentina balance of payments
tion can 

and foreign exchange reserve posi­be expected to remain 
fully below. 

quite critical as explained more 

The outlook for Argentina's financial and Balance
Payments position in 1963 is not encouraging. of

The I.M.F.completed an exhaustive has Juststudy and has imposed a series of conditions,with which the D.L.C. is Intdmately familiar, as a condition to anI.M.-Pdrawing by Argentina.


continue The Fund feels that Argentina willto experience budgetary stringencies for some time until
recommended actions are fully effective. 
With regards to the
Balance of Payments projections for 1963 the Fund has the following
to say. 

"Any attempt to indicate the prospective balance of
payments trends for 1963 is particularly hazardousWith a fluctuating exchange rate, 
at this time. 

with change wth the uncertainties associateda of administration, and with unreliable data even for1962, it is clearly impossible to do more than indicate the magnitude
of some of the major trends now observable.
qualifications, With these important­the staff estimates that thereimprovement should be substantialin the over-all payments position in 1963 over 1962arising on both currency and capital accounts, but because of the larger
deficit in 1962 there still is likely to be a significant deficit in1963 to be financed through the Central Bank." 
While the purpose

or balance of this loan is neither for budgetaryof payments assistance, the Project Committee feels thatthe relief which the dollars financing of peso costs of approximately$4.1 million in 1963-64 and $1 million in 1964-65 will afford theArgentine balance of payments 
 will serve the broader interests
of the U.S. vis-a-vis Argentina.
 

The Loan Committee further studied the need for local
currency financing, both from the standpoint of the ability of the
Bank to provide a substantial share fromthe standDoint of the Country's 
its own resources and from 

payments position. over-all financial and balance ofRegarding the Bank's ability to provide some
financing, the committee notes that from 1959 through 1961 the Bankmade annual loans to the Agricultural Sector ranging from an equivalentof $152.6 million in 1959 to $275.5 mill-)n in 1961.table The followingshows the loan totals of the Bank in those three years. 
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TOTAL LOANS AND LOANS TO AGRICULTURE BY BANCO DE Lk NACION 
1959 - 1961 

Year Total Loans Loans to Agriculture
(inmiion (in million (in million (inmillion 

pesos) $ equiv.) pesos) $ equiv.) 

1959 25,336 304.4 
 12,705 152.6
1960 35-,642 425.8 
 15,953 190.6
1961 52,113 627.7 
 22,875 275.5 

It will be noted from the foregoing table that thepercentage of loans to Agriculture declined from 50% in 1959 to44$ 	in1961. Totals for 1962 are not yet available. This trend
is contrary to the goals which the Country Team has recommended. 
The committee therefore feels that it would be most plausible for
the 	Bank to shift sufficient funds to its Agricultural portfolio

to finance 30% (approximately $9.3 million) in 1963-64 and 4o%
(approximately $12.4 million in 1964-65). 

The 	Bank's most difficult problem in extending such
financing will result from the terms of the sub-loans. The Bankoperates primarily as a commercial bank and the bulk of its loans
have consequently been of short term of not exceeding 2 to 3 years.The proposed terms for the grain storage loans range from 5 years
for Farm Storage to 10 years for Country Elevators. This problem 
can 	be met, however, by the inclusion of sufficient funds in the

GOA's development budgets in October of 1963 and 1964 to cover the
Bank's -equirements for extending the necessary financing.
 

E. 	Financial L3nalysis
 

I. 	Total Financing Reauirements of the Project and 
Financial Plan 

The estimated total cost of the 10-year countryelevator prog am is the equivalent of $167.6 million of which theforeign exchange proponent is estimated at $53.5 million. 
The 	Bank
has recuested that A.I.D. loan 70 percent of the total cost of the
project or $117.3 million. This is based upon the Bank's intention
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to require the sub-borrowers to provide 30% of the cost of each
facility and related equipment with the remaining 70% to be loaned 
by the Bank from the A.I.D. loan funds. The estimnated total cost
of the 5-year program of on-the-farm storage is the equivalent of$70.6 million, of which the foreign exchange component is estimated 
at $14.8 million. The Bank has requested A.I.D. to also finance 70%
of this total cost or $49.4 million. This figure is arrived at in the 
sane fashion as that for the country elevator storage. 

A.I.D. believes that the maximum feasible financing
should be provided from internal Argentine resources. It -herefore
believes that a more realistic program would envision a .- yrear
program both for the country elevator storage and on-the-farm storage.
Such a program, based upon the economic analysis in the foregoing 
pages would have the following financial plan: 

1963-64 Financing Plan 

Sub-Borrower Bank A.I.D. Total 
Percent Mil.$ Percent il$ Percent Mil. Percent Mil.$ 

Country 
Elevators 30 5.04 30 5.04 40 6.72 100 16.8
 

Farm
 

Storage 30 4.26 30 4.26 40 5.68 100 14.2 

9.30 9.30 11.4o 31.0
 

1964-65 Financing Plan 

Sub-Borrower Bank A.I.D. Total
Percent Mil.$ Percent Mil.$ Percent Mil.$ Percent Mil. 

Country
Elevators 30 5.04 40 6.72 30 5.04 
 100 16.8 

Farm 

Storage 30 4.26 40 
 5.68 30 100.
4.26 14.2
 

9.30 11.40 
 9.30 31.0
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Total FinancingPlan 

Sub-Borrower Bank A.I.D. Total 
Mil.$ Mi. il.$­

C01%ltry
Elevators 10.05 
 11.76 11.76 
 33.6
 

Farm 
Storage 8.52 
 9.94 9.94 
 28.4
 

18.6o 21.70 21.70 62.o 

Of the total of $21-7 million of A.I.D. financing it isestimated that $16.6 million would be to finance the imputed foreign
exchange costs and $5.1 million would be for financing the imputed 
peso costs,
 

2. BorrL'Wer's Financial Status and Fintncial Participation 

The Bank is one of the oldest financial institutions
in Argentina with more than 60 years of lending erperience. Itscapital and reserves as of September 30, 1962, was 5.5 billion pesos. 

An examination of its balance sheet for 1961 --
the
latest full year aailable shows total assets of 71 billion pesos($617 million), liabilities of 65.8 billion Desos ($572 million), andCapital and Reserves of 5.2 billion pesos ($45 million). 

In 1961 the Bank showed a profit of 734 million pesos.
($6.4 million). 

Since the Bank is a Government entity it will have the 
resources of the G.O.A. behind itstobligations. 

Reasonable prospects for repayment of the loan are deter­
.#neil to exist. 

3. Other Free World Financing Available 

As previously indicated these projects have been
discussed with international financial institutions including the I.D.B.
and the Eximbank. Neither is in a position at this time to extend the'
 necessary financing. Furthermore, it has been dt.ermined that privatfinancvng, including Argentina cormercial bank financing, is notpres,2ntly available and is not ex1tcted to be available in the foreseeable
 
future because of the extreme tightnaas of credit in Argentina.
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4. With regard to the relative contributions
 
to the Program by the Bank and the Sub-Borrowers, Bank 
representatives attending the I.D.B. meeting in Caracas,
 
Venezuela, beginning the week of April 22, 1963, have
 
requested A.I.D.'s concurrence through the Deputy Assistant
 
Administrator for Capital Development, LA, in a flexible
 
formula. Although the over-all objective is for a 30 percent
 
contribution by the Sub-Borrowers, the ability of Sub-

Borrowers to meet this objective will vary. The.Deputy
 
Assistant Administrator for Capital Development, LA,
 
has therefore recommended a flexible iormula allowing 
the Bank to determine the relati e contributions on 
each project by the B&nk versus the Sub-Borrower. The
 
Project Committee concurs in this recommendation. 
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SECTION III - EFFECT UPON THE U.S. ECONOMY 

A. Competition with U.S. Enterprise 

The matter of potential effects upon the U.S. economy
has been thoroughly explored.
 

During the ten-year period 1956-66 the consultants have
projected that the Argentine domestic market will consume more than
2/3 of all grain produced in the country, while less than 1/3 will
be exported. Much of the grain moving into export moves directly
from the farm to the port elevator at time of harvest. The country

elevator and on-farm storage therefore has its greatest impact on
the internal marketing system of grains for domestic consumption.

The effect on the U.S. economy from these PQjects is therefore not
 
expected to be of major consequence.
 

The Assistant Secretary of State for Latin America has,
in Annex I, page 1, requested A.I.D. to give the most selious
consideration to this icar. 
 Thp Administrator's reply akproving such
 
consideration is shown in Annex I, page 3.
 

B. Source/Origin of Procurement oi Goods and Services
 

All goods and services associated with this loan must
 
have their source and origin in the United States or Argentina.
 

SECTION IV - SPECIAL TERMS AND CONDITIONS 

An important part of the modern grain storage and marketing

system is the warehousing law embodying a system of warehousing

receipts, as conditions precedent to the first disbursement under this
loan, therefore, the Government of Argentina is asked to covenant that

it will exert all reasonable effort ir .having enacted into lawprovisions for such a warehousing system in Argentina within one year
of the first disbursement'on the first country elevator being constructed
 
from the A.I.D. loan funds.
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SECTION V - ISSUES 

An issue has arisen with regard to the most desirable 
timing for the proposedtl.7'million loan to Argentina for financing 
On-Farm and Country Elevator Grain Storage. This issue revolves 
around the fact that the present administration in Argentina is a 
caretaker government pending elections in June and assumption of 

the reins of government by the newly elected administration in 
October. Given the fact that this is a caretaker government the
 
question has been raised as to whether it is in the mutual interest
 
of the U.S. government and the government of Argentina to move ahead 
with the loan within the next 30 days or to postpone the offer of
 

the loan until the newly elected administration has assumed power 
in October. The arguments pro and con for delaying the loan as 
we see them, are as follows: 

Arguments in Favor of Delaying Loan: 

1. There may be some political advantage for delaying
 
the loan until the new administration assumes power in order that 
they might receive the benefits of the psychological impact arising 
from the announcement of the loan.
 

2. Argentina's present unsettled political situation and
 

short-range financial plight present some justification for delaying
 

this loan until the situation is clarified. A delay until November
 
1963 would hopefully provide time for such a clarification.
 

Arguments in Favor of Moving Ahead with Loan:
 

1. A delay in consideration of the Grain Storage project
 

until October of 1963, would not only mean a delay of approximately 

6 months but would more significantly mean the loss of one further 
crop year and would result in a delay in availability of storage 

facilities, particularly On-Farm Storage facilities, for 14 to 18 months 
from present time. 

2. Granted the fact that the present Argentine administra­
tion is a caretaker government, the fact nevertheless remains that 

a commitment was made to the Government of Argentina in February of 
1962, for development loans in the amount of $80 million, subject 
to Argentina producing necessary information to support the individual 
projects. Following this commitment there was a change in administra­
tions and a considerable measure of political and financial 
instability ensued. Several times during this period between March 
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and September 1962, we were advised to hold off on any considerations
 
and announcement of new development loans. Fortunately, 
 however,
 
our people did proceed on a course of urging and working closely

with the government of Argentina to 
develop the necessay information 
to support specific development loans, of which the Grain Storage loan 
is *buL one, Despite the fact, however, that this commitment was made
 
to a prior GOA adr-Inistration, succeeding administrations were 
incrcasingly critical that A.I.D. had not proceeded with development

loanre This is perhaps best illustrated by the recent article written
 
by the former Minister of Finance, Alsogaray, which appeered in the
 
.BuenosAires Herald and was auite critical of the U.S. for not moving

ahead. Although the article ,,as filled with inaccuracies it did
 
reflect the fact that from the political standpoint there appears
 
to be little to gain and much to lose to delay consideration of
 
loans to an "optimum" time. 

3. From the longer range economic standpoint we believe
 
that it is essential that the Alliance move ahead with loans on sound
 
projects. It seems inevitable that a measure of political instability

will be a part of the Argentine scene for some time to come. This 
raises the strange psq.adox that if political and eco,.nomi - stafbility

is ever to ensue in A.rgentina, economic development mv..t probably
 
proceed in spite of an existing administration rather than as a result
 
of it. We believe the only wr this can happen is t przoceed down
 
the road of granting long range development loans to soinnd projects
 
on such terms and conditions that they will not place a fither
 
strain upon Argentii-a's short-rage precarious financial position.
We believe the results of such a course will be both material and psycho­
logical and cei eiazuibiA3. provide the margin of difference betvzeen 
stability and instability. 

Recommendation: Tiking the foregoing arguments in balance both CD/LA
and ARA strongly recommend that we proceed with consider-a' on of the 
On-Farm Grain Storage and Country Elevator Grain Storige projects 
as soon as possible: and it they are approved by tte Adn.inistrator, 
to offer the loan to .Argeutina without regard to the timing of elections

aiid other politicel fictors. D/IA -nd JRA 'ecomend tA.t consideration 
be given to other development loons on a continuing basis as soon as 
the teIica.Pl and economai.c feasibility of each is established and theresulting rcommen tions are presented to you and to the Administrator. 
C/1,4 and ARA O.L'ther rzcomend that we contt~vie to encoiuage Argentina 
to proceed with the necessary feasibility surveys to .st blish the 
economic and technical feasibility of future projects aud. that where 
necessary A.T.D. assist in the financing of such feasibi].ty surveys. 

http:feasibi].ty
http:teIica.Pl
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AMNEX II - CHECKLIST OF STATUTORY CRITERIA 

1.. 	F.A. Act of 1961, as amended, Section 204.
 

The loan will be subject to the standards and criberis for lend­
±ug operations established by the Development Loan Committee.
 

2. 	F.A. Act of 1961, as amended, Section 251(a).
 

The loan will promote economic development in Latin America.
 

3. 	F.A. Act of 1961, as amended, Section 251(b).
 

This loan is primarily related to the development of economic
 
resources.
 

4. 	F.A. Act of 1961, as amended, Section 251(b)(1).
 

Account has been taken of the principles of the Act of Bogota
 
and of the Charter of Punta del Este.
 

5. 	F.A. Act of 1961, as amended, Section 251(b)(1).
 

Account has been taken of the extent to which Argentina is show­
ing a responsiveness to the vital economic, political., and social
 
concerns of its pecple and is demorstrating a clear determination 
to take effective self-help measures. 

6. 	F.A. Act of 1961, as amended, Section 251(b)(2). 

The activity to be financed is economicaily and technically sound. 

7. 	F.A. Act of !96!., as amended, Section 251(b)(3).
 

The activ!ty is c,>nsistont with id is related to other develop­
ment activities uind or and wilib u.ineri'aken pla.ned contribute 
to realizable ]ong-ringe objectives. 

UNCILASSIFIED 
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8. 	F.A. Act of 1961, as amended, Section 251(b)(4).
 

The loan will have no effect on the U. S. economy and will not
 
have a serious effect on the areas of substantial labor surplus.
 

9. 	 F.A. Act of 1961, as amended, Section 251(b). 

Financing from other free world sources on reasonable terms for 
this project has been obtained to the extent possible. 

10, F.A. Act of 1961, as amended, Section 251(b). 

Argentina has made efforts to repatriate capital invested in
 

other countries by its own citizens.
 

l. 	 F.A. Act of 1961, as amended, Section 251(b).
 

There are reasonable prospects of repayment of this loan.
 

12, F.A. Act of 1961, as amended, Section 251(b), 201(d).
 

Funds will not be loaned or reloaned at rates of interest exces­

sive or unreasonable for the borrower or higher than the apli­
cable legal rate of interest for the country.
 

13. 	 F.A. Act of 1961, as amended, Section 251(b); Section 204.
 

The loan shall be subject to the standards and criteria for
 
lending operations established by the DLC.
 

14. 	F.A. Act of 1961, as amended, Section 251(e).
 

An application has been received for this loan which gives suffi­
cient information and assurances to indicate reasonably that the
 
funds will be used in an economical and technically sound manner.
 

15. 	F.A. Act of 1961, as amended, Section 601.
 

The loan will be handled in such a manner as to encourage and
 
facilitate participation by private enterprise to the maximum
 
extent practicable. 

UNCLASSIFIRMD 
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16. 	F.A. Act of 1961, as amended. Section 602(a)(i).,_(2) and (3).
 

To the extent practicable and consistent with the accomplishment

of American objectives, small business will be assisted to par­
ticipate equitably in the furnishing of commodities and materials
 
financed from these funds.
 

17. 	 F.A. Act of 1961, as amended, Section 603 and Merchant Marine
 
Act of 1936, as amended, .Section 901.
 

Shipment of goods, etc., financed by funds provided under this
 
loan will be consistent with the requirements of the referenced
 
statutes.
 

18., 	 F.A. Act of 1961, as amended, Section 604(a). Presidential
 

Determination of October 18, 1961.
 

All procurement from loan funds will be in Argentina and the U.S.
 

19. 	F.A. Act of 1961, as amended, Section 604(b).
 

Funds made available under this loan will not be used to purchase
 
commodities in bulk at prices higher than the U.S.'Market price.
 

20. 	F.A. Act of 1961, as amended, Section 604(d).
 

Marine insurance will be purchased pursuant to statutry require­
ments.
 

21. 	F.A. Act of 1961, as amended, Section 606 (c).
 

Funds made available under this loan will not be used to purchase
 
dr-gs of the kind described in this section.
 

22. 	F.A. A,,t of 1961, as amended, Section 6l1(a)(1).
 

Necessary substantive technical or financial planning has been
 
completed in connection with this project.
 

23. 	 F.A. Act of 1961, asamended, Section 611(a)(2).
 

It is reasonably anticipated that necessary legislative action
 
will be completed in time to permit orderly accomplishment of
 
the purposes of the loan.
 

UNCJAS.IFTE 
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24. 
F.A. Act of 1961, as amended, Section 611(b).
 

Not applicable.
 

25. 
 F.A. Act of 1961, as amended, Section 611(c).
 

All contracts for construction outside the United States will
be made on a competitive basis to the maximum extent practicable.
 

26. F.A. Act of 1961, as amended, Section 619.
 

Full consideration has been given to financing this loan
 
through multilateral organizations.
 

27. F.A. Act of 1961, as amended, Section 620(a).
 

No assistance will be furnished under this loan to the Govern­
ment of Cuba or to any country which furnishes military or
 
economic aid to that government.
 

28. 
F.A. Act of 1961, as amended, Section 620(b).
 

The Secretary of State has determined the host country is not

controlled by international Communist movement.
 

29. 
F.A. Act of 1961, as amended, Section 620(c).
 

The host country is not indebted for goods or services to a

U. S. citizen who has exhausted available legal remedies 
or
whose claim is not denied or contested or arises under an
 
unconditional guaranty of payment.
 

30. 
 F.A. Act of 1961, as amended, Section 620(d).
 

The loan does not finance construction or operation of any

productive enterprise which will compete with United States
 
enterprise.
 

UNCLASSIFIED
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31. F.A. Act0f 
 1961, as amended, Section 620(e).
 
Neither the government of the host country nor any governmentalagency or subdivision has acted inconsistently with subsections

620(e)(1) or (2) and failed within a reasonable time not to
ex.,eed six months to take appropriate steps to discharge Itsobligations under international law.
 

32. F.A. Act of 1961, as amended Section 620(f).
 
The assistance provided in this loan will not be furnished to
any Communist country.
 

33. F.A. Act of 1961 
 as amended, Section 620 
 .
 
The assistance provided in this loan will not be used to compei­sate for expropriated property.
 

F.A. Act of1961
34, 
as amended, Section 6 20(h).
 

The assistance provided in this loan will not be used in a manner
 which promotes or assists the foreign aid projects of the Commun­ist bloc countries.
 

35, F.A. App. Act of 196,Section
102.
 
Obligations of fiuds in
engineering 

excess of $25,000 for architectural andfees to any firm or group ofject will be reported to 
firms on any one pro­the Cormittees on ApiropriationSenate s of theand the House. 

36. F.A. App, At of !963, Section104.
 
None of 
the funds obligated for this project shall be used forpensions, arnuities, etc., as provided in this section. 

37. F.A. Ap. Act of1963, Section 107(a).
 
Argentina 
does not furnish or-peri-t shipsto under itscarry material registryto Cuba as prescribed in this subsection. 

UNCLASSIFIED
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38. 	F.A. App. Act of 1963, Section 107(b).
 

Argentina does not furnish or permit ships under its registry 

to carry i'ems of economic assistance to Cuba as prescribed in 

this subsection. 

39, 	F.A. App. Act of 1963, Section 109.
 

.o.L Argentine Government is not based on a Communistic theory 

of government. 

40. 	F.A. App. Act of 1963, Section 110. 

The United States will nct be a party to the contracts entered 

pursuant 	 to this loan. 

10.. 	 F.A. App. Act of 1963, Section 111. 

All contracts pursuant to this loan will require that U. S. 

citizens performing services thereunder be investigated for 

lojalty and security as though regularly employed by the United 

States. 

42. 	F.A. App. Act of 1963, Section i12.
 

The United States will directly approve the terms of contracts 

and the firms providing engineering procurement, or construction,
 
eznriceG on 	the project. 

F.A. 	App. Act of 1963, Section I14.
43. 


None 	 of the loan funds will be used to pay any assessments, 

arrearages 	or dues to the United Nations. 

44. 	FA. App. Act cf 1963, Section 601. 

of the loan f unds will be used for publicity or propagandaNone 

within the United States.
 

UNCLASSI-FIED
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DETAILED PROJECT DESCRIPTION 

Farm Storage Units
 

Of the 9,200 farm storage units planned in the over-all programit is estimated 1790 will have a capacity of 150 tons; 3561 of 300 tons,
and ,7,9 with a capacity of 600 tons.
 

Construction will be of galvanized steel or aluminum alloy sheetmounted on a reinforced concrete foundation. All storage units will
include provision for mechanical loading and gravity unloading. 
In areas
producing corn or mixed grains provision will be made for drying.
 

Country Storage Units
 

The over-all program include 374 elevators of which 87 *i l havea capacity of approximately 3000 tons; 152 with 5000 tons and 135 with 
10,000 tons.
 

Construction will be of reinforced concrete using the ste.dard
approval plans, 
If the owner desires another design or construction of
some other material he will be required to furnish plans and specifica­
tions that will demonstrate his design is equal in all conditions to
the standard plans. In as many cases as possible the country storage unitswill be located where there is a source of electricity but where this is
not possible a power source will be supplied in the plant design.
 

(See map for general locations of storage areas).
 

The estimated costs for farm storage and country storage units are s. oin in Exhibits 1 to 10 of this Annex. The cost of employing afirm for 6he engineering supervision for the Bank is estimated at$6oo,ooo of which about $300,000 would be in local currencies. 
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ESTIMATED COST FOR EACH INSTALLATION 

150 TON. INSTALLATION 

One Bin Erected
 

including foundation
 

,-Adaeration ducts mkn 


On,.,. Conveyor-elevator 

i.nc1ding motor 

One Aeration fan and motor 

TOTAL 

300 TON. INSTALLATION
 

2 Bins-Complete 


1 Conveyor-elevator 


1 Aeration fah 


TOTAL 


600 TON. INSTALLATION
 

4 Bins-Complete 


1 Conveyor-elevator 


1 Aeration fan 


TOTAL 


Grain Dryer Complete 


221,000 

136,600
 

31,300
 

388,900 


442,00
 

136,600
 

31,300
 

609,900 


884,000
 

136,600
 

31,300
 

1,051,900 


218,312 


Import 


m~n 


81,750 

128,000 


222,000 


44,700 


Import Total­
uSe Equiv, 

711 3,3,2 

1,113 5,303
 

1,930 9,147
 

389 1,898
 

NO.4t Exohauge rates are calculated at use 100 inmn 115.­



Total Original Coat and Computed Annual Fixed I eslunet Corw per 
Farm Storage Unit by Size and Type. (USN)
 

Source of original; 150 - ton installation 300 - ton installation 600 - ton installationcost; and anua T::expense :'rith dryer :Without dryer : With dryer Without dryer: lith dryer : Without dryear. 

Original cost: 
Building 221,000 221,000 442,0OO 442,000 884,000 884,000

Machinery 386,212 167,900 386,212 
 167,900 386,212 167,900

Total 607,212 388,900 828,212 609,900 
 1,270,212 1,051,900
 

Annua. fixed investment
 
cest:
 
Depreciation:

1. Building a-b 8,840 8,840 17,680 17,680 35,360 35,360

2. Equipment - 25,760 11,199 
 25,760 31,199 25,760 31,199

3. Total 34,600 20,039 43,440 28,879 61,120 46,559

Oter-S 37,344 23,917 50,935 37,509 78,118 64,692
 
Tot&I 
 71,944 43,956 94,375 66.388 139,238 • ,25L 

a Based on straight-line depreciation over 25 years of useful life. See table 72, page 206 of the Agr.lResearch report.b Based on straight-line depreciation over 15 years of useful 7ife. See table 72, page 206 of the Agri Research report.Interest and property taxes at .06 and .0015, respectively, of the total original cost of bins and equipment. Sea

table 72, page 206 of the Agri Research report. 



EST IATED COST OF COMPLETE ?AK STORA2-E POJECT 

UNIT 
SIZE IN 

TONS. 
No* 

TOTAL 
T 

M$N, 

COSTI 
CORT 

UZs. MSN. 

EQIVAITM 

TJ33. 

150 

300 

600 

TOTAL 

1,790 

3,561 

3,879 

9,230 

696,131,000 

.1,171,853,900 

4,080,320,100 

6,948,305,000 

6,053,313 

18,885,686 

35,481,044 

60,420,043 

146,332-,500 

455,808,000 

861,138,000 

1,463,278,500 

.1,272,457 

3,963,548 

7,488,157 

12,724,162 

DRYERS - 0 1.,161,479,840 

8,109,724,840 

10,099.303 

70,519,346 

237.804.000 

1,701,O82,500 

2.067.861 

14,792,023 

NOTE:- All1 exrhange rates are 
- a 

calculated at u$8 1.00okil mli 3.15. - I; 
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E!Th1ZTD C ST POR GUE COU1rifT EL !.T. ". ,
 

U3S EQUIVALLT Uss 1.00
ELEVATORS 


-- -__ 


Elevator 	Building 


Machinery 


Electrical 


Autxiliary 	PFcilitien 

Electric Service 


Water and Sanitary 


Site Grading 


aoadsi 


Railroads 


Off'iae 

Nal-a itnxnce Shop 


Emp.loyees' Room 


Truck Scale 


itaout Po PlanmtooDryer) Total 
Fore rPlantr 
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7,875 


110 


-


-
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ESTIMATED COST FOR ONE COUNTRY ELEVATOR - CAPACITY 5,200 TONS.
 

ELEVATORS 


Elevator Building 


if Machinery 


it Electrical 


Auxiliary Facilities 


Electric Service 


Water and Sanitary 


Site Grading 


R-oads 


airds1,086,750 

Offict 


Maintenance Shop 


imployees* Room 


Truc.r Scale 


(Without Power Plant 
or Dryer)


Power Plant (With Power Plant 

onaly)
Graiz Dryer (With P0wr Plant 
and Dryer) 

(vithLDryer only) 

Total 


Total 


Total 

Total 

LOCAL 


17,822,538 


3,711,991 


2,704,800 


29,239,329 


905,625 


71,846 


60,375 


724,500 


256,594 


205,275 


174,484 


845,250 


4,330,699 

33, 570, 028 

1,086,750 


311,656 7181 0116
 
59 ,071 5,319,642 


35, 241, e49 19, 822, 053 


M $ N.-

IfPORT 

3,145,154 


3,733,711 


1,159,200 
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905,625 


12,679 


-


-

724,500 

45,281 


36,225 


30,791 


362,250 


2,117,351 

10,155, 416 

47,000 


TOTAL 


20,967,692 
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37,277,394 


1,811,250 


84,525 


60,375 


724,500 


1,811,250 

301,845 


241,500 


205,275 


1,207,500 


6,448,050 

43, 725, 44 

5,433,750


49, 159, 194 

5, 


55, 6, 38 
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LOCAL IMPORT 


154,979 27,349 
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6,300 ­

9,450 69300 

2,231 394 
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7,350 3,150 
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9,
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182,328
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735
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15,750 9: 
2,625
 

2,100
 

1,785
 

10.500 0 

56,070
 
380,221
 

0
 
51,18 

1 w1, 
431,61934, 161,099 15, 475 53 49,635, 638 
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chihbt Ii 

Gomparison of Benefits and Costs of Parm Bulk Storage
 

Pacilities in Argentina
 

Farm bin capacity
 

Nind o Measure (metric tons)
 
600
150 300 


,KR UNITS WITHOUT DRYERS.
 

Px-ojectd annual net savings
 
(mSn).- 109,188 223,413 451,863
 

Projected average capital
 
388,900 609,900 1,051,900
investment 


Measures of direct benefits
 
to costs:
 

1. Annual return 	on investment % 28.1 36.6 4310 

2. Pay-back period(years) 3.6 2.7 2.3
 

3. Ratio of discounted earnings
 
to 	cost (at compcund interest
 

of 8 %) 2.8 3.6 4.2
 

B. 	YOR UNITS WITH DRYERS. 

Projected annual net savings 
(mn).- 116,319 237,675 480,206 

Projected average capital 
607,212 828,212 1t270,212
investment 


Measures of direct benefits
 
to costs:
 

1. Annual return 	on investment % 19.2 28.7 3718
 

3.5 2.6
2. Pay-back period (years) 5.2 


3. Ratio of discounted earnings
 
to cost(at compound interest
 

of 	8 %) 1.9 ;"-8 3.7
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Comparison ,f.Benefits and Costs of
 

Country Elevators in Argentina
 

Elevator capacity
 
Kiad of measure (metric tons)
 

J3t_700 5,200 90
 

P.tJec.ed annual direct,income
(N317) , -	 6v579,038 90370,019 17,679,t443 

Projected waeage capital 
investment J- 459346t580 50,3299397 56,876,425 

Maasures of direct benefits to
 
cSosts:
 

1. Annual return on invest­
ment (percent) 14;5 18M6 31lI
 

2. 	Pay-back period(years) 6.9 5.4 3.2
 
3. Ratio of disco'-cited
 

earnings to cost (at
 
compound interest of 8
 
percent) 	 1.6 2.1 
 3.5
 

Annual savings of bulk handling
 

to 	farmers ($N).- 2,4020 3,35,840 6.297.240
 

Total tangible economic benefits 8,981,578 12,746,359 23,976,683
 

tMeasures of total tangible bene­
fits to costs:
 

1. 	 Annual return on ini-ast­
ment (percent) 	 19;8 25.3 42i2
 

2. 	 Pry-back period(years) 5.0 3.9 2.4 
3. Ratio of discounted earnins
 

to cost (at compound inte­
rest of 8 percent) 2.2 2.9 4.7
 

W 	A weighted average of the total original oust for all elevator 
in each size group; computed aso fo*low: 3-io-ton. .0-IvatO.,
M$N 3,945,152,435 ./"871 5,200 -ton.elaiators, M;H 7,650,0680339./' 152; 9,700-ton. elevs-brs, M:7 7,678,310,743% ,/*135.­
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Exhibit 1.3
 

Computation of Savings to Small Farmers by 
Construction of Country Elevators in Argentina 

Pesos per
 

100 kilograms 

Total cost of harvesting in sacks 
 99.21
 
Less adj-istmen/for 3-yeC.rs useful 
life of sacks .V -(3..8) 
Plus adjustment for shrinkage in sacks- / 65;33

4£ 80 
70.13

Plus adjustment for quality loss in 
sacks a/ 4.80 

Adjusted total cost of harvesting in sacks 74.93 
Total cost of 'arvesting in bulk 16.29 

Less storage cost included _/( 3;00)
 
13.29
Plus custom storage charge in country


elevator 
 40.00
 
Adjusted total cost of bulk harvesting and
 
storage 
 53.29 
Net savings to small farmers of bulk handling 21.64 

Total annual net gain to farmers served by
each elevator: 


IWN
 

3 ,70 0-ton.elevator(ll,lC0 tons.x 216.4 pesos
 
per...ton) 
 2,402,0405,2OO-ton.elevator(15,600 tons.x 216.4 pesos
 
per ton) 3,375,8409,700 -ton.elevator(29,100 tons.x 216.4 pesos
 
per ton) 
 6,297,240
 

,2/Table 74, page 210 the Agri Research report.

_/ At two-thirds the cost of sacks included in the above 

figure.
o/ Table 75, page 211 the Agri Research report. 

http:3-yeC.rs


ProJected Annual Savings 
Direct E.Mense and Neot
 
Direct Saving 
 from Bulk farm_Storae-U-htts-


Projections for Individual farms
 
Type of Income and with bin Capacit es of: (metric
Ex~pense 


"
 p e150 Ii 

300 600
 

/
Luiual volume stored(ton a2 225 450 900
 
,ings from bulk storage(pesos

.r ton) b/ 
 616,40 616s40 
 616,40
 

Total winual saving(mn) .138,690 _277,380 _
 

Direot storage costs:
 
Fixed storage costs 
 8,352 11,667 18,297
 
Variable storage costs 
 21,150 42,300 
 84,600
 
Total direct storage costs 
 29,502 53,967 
 102,897
 

Naet savings from bulk storage 109,188 223,413 451,863
 

Net income from grain dryingl/ - 14,262
,11 28.5 _
 

Total net income for tin!its
 
with dryer. 
 116,319 237,675 480,206
 

a 
At an average annual turnover of l5.-

As indicated by the previou3 table°..
For maintenance and repairs; computed at 1.5 percent of the
cost of the bin plus 3.0 percent of the cost of the equipment.
See table 72, page 206 ,f +h1r 
 Agri Research report.­d/ At 94.00 pesos per metric ton, "ncluding labor, fuel, fumigants;
insecticides and shrinkage. See table 73, page 208 of the Agri

Research report.­

_/ At an estimated level of 126.77 pesos per zctric ton abo7v 
 direct
 
drying costs,­
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LOAN AIhORIZATION 

Provided from: 
 Alliance for Progress Funds
 
ARGENTINA 
-
Farm and Country Elevator Grain Storage
 

Pursuant to the authority vested in the Administrator of the Agency
for ln:1ernational Development (A.I.D.) by the Foreign Assistance
Act 
 f1961, as amended, and the delegations of authority issued
thereunder and after consultation with the Development Loan Com­mittee I hereby authorize the establishment of a loan pursuant toPart I, Chapter 2, Title VI, Alliance for Progress, to the Bancod4 la Nacion of Argentina (Borrower) of not to exceed twenty-one
million seven hundred thousand dollars ($21,700,000) to assist in
financing the costs of constructing on-the-farm and country elevator
Frain storage facilities, this loan to be subject to the following

terms and conditions:
 

1. interest, Credit Fee and Terms of Repayment.
 

(a) The Borrower shall repay the loan to A.!.D. in United
States dollars within fifteen (15) years from the first
disbursement under the loan, including a gretce period
of not to exceed five (5) years. 
 The Borrower shall pay
to A.I.D. in United States dollars interest at the rate
five (5) percent per annum and a credit fee of three­quarters of one (3/4 of 1) percent per annum on the dis­bursed balance of the loan.
 

(b) if prior to the first disbursement.under the Loan, the
Government of Argentina (hereinafter called the "Gvern­ment,) 
so elects, the Borrower shall fulfill its United
States dollar obligation under the loan by paying to the
Government the equivalent in the currency of Argentina of
the dollar amounts payable to A.i.D. under (a) above
and, in such event, the Gover-nment shall pay to A.I.D.:
 
(i) the equivalent in United Et'es dollars of all
 

amounts, except interes-, paid to the Government
 
by the Borrower, as follows:
 

a. 
credit fee immediately upon receipt;
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b. principal within forty (40) years, including
a grace period of not to exceed ten (10)
years from the date of the first disbursement
 
under the loan;
 

(ii). 
a credit fee in United States dollars of three­quarters of one (3/4 of 1) percent per annum on all
amounts of outstanding principal paid by the Borrower
to the Government from the respective dates of such
payments of principal.
 

2. Other Terms and Conditions:
 

(a) Equipment, materials and services (except shipping and
marine insurance) financed under the loan for the Praject
shall be procured from the United States of America or
Argentina.
 

(b) United States dollars utilized under the loan to finance
local currency shall be made available to the Borrower or
its designee through a Special Letter of Credit and shall
be used only for procurement in the United Stetes (except­ing marine insurance).
 

(c) The Government of Argentina will covenant that within one
year after the first disbursement from the loan funds, for
financing the construction of the first country elevator
it will establish a modern warehouse system embodying a
plan for storing grain for the account of private individ­uals 
or grain merchants and the issuance cf warehousing

receipts.
 

(d) The loan shall be subject to such other terms and con­ditions as A.I.D. may deem advisable.
 

Administrator
 

Date"" 



(When with ANEX I
 

(when with ANNEX I) 




