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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT %%

Washington 25, D.C.
A.I.D. Loan No.(510-L-011
(Ref. AID-DLC/P-133
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LOAN AUTHORIZATION

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

Pursuant to the authority vested in the Adminisirator of the Agency
for International Development (A.I.D.) by the Foreign Assistance

Act of 1961, as amended, and the delegations of authority issued
thereundér and after consultation with the Development T.oan 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 end courntry elevator grain storage
facilities, this loan to be sukjent to the followirg 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/h of 1) percent per annum on
the disbursed balance of the loan.

(v) 1If prior to the first disbursement under the loan, the
Government of Argentina (hereinafter cailed the "Goverm-
ment") so elects, the Borrower shall fulfill its United
States dollar obligation uader the loan by paying to the
Gorernrment the equivalent in the currency of Argentina
of the dollar amounts pajyable to A.I.D. urder (a) above
and, in such event, the Government shall pay to A,I.D.:

(1) the equivalent in United States dollers of all
amounts, except interest, paid to ‘he Government
by the Borrower, as follows:

8. 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;

(1) a credit fee in United States dollars of three-
quarters of one (3/k 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 snd 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 for 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/h)
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.

/s/ Frank M. Coffin
Deputy Administrator for Operations

Mey 1 1263
Date
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DFPR Loan Coumittee after closely studying subject application including
FOS .
i financiel position Banco de la Nacion has reached tentative conclusion that
GC
HRSD loan of approximately $21.7 million covering 2-year program for Farm
Pacs
smd Storage and Country Elevators should be recemmended. Such loan would
We
consist of epproximately $16.6 million for financing forelgn exchange
8
3 costs and $5.1 million for financing part of loeal currency costs.
These tentativé conclusions based on following factors:
1. Examination Bank's lending history reveals loans to agriculture
omenacency|  declined from 50% of total loans in 1959 4o b4g in 1961. Figures not
égﬁr}c available here for 1962, This trend contrary goals recommended by Country
gnxgd Team and AID/W believes Bank can and should be encouraged shift greater
S proportion totel loans into agriculture. A.I.D. believes such shift should
result in sufficient additional funds fram Bank resources to finance 30%
project costs 1964 and 40% 1965. In dollar equivalent this would provide
equivalent $9.3 million first year and $11.% mi1licn second PAGE PAGES
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year Benk's own resocurces or a total of $21.7 million for 2-year progrsm which would
mateh AJI.D, losn funds. Remaining 30% project costs would be provided by sub-borrower.

FYI: Have discussed proposal with Finch, IMF, who believes proposal consistent with
IMF proposals sinece problem primany one. of Bank shifting to priorities, Question of
Bank's short-term lending policy mey ariae but could be met through inelusion gufficient
funds in GOA development budget in October 1963 to provide funds Bank might be unaule
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 proposel raises questlion whether Bank might not channel loan unduly
to prime borrowers in attempt hold down its own contribution. Monsegur . go stated
§aw no problem obtaining written committment 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 PFinch. concept of including GOA budgetary
participation and meaningfulness Monsegur suggestion of GOA and Banco written assurances.

Also regpest USAID provide 1962 Banco Loan totals and loans to agriculture if at all
possible. Date covering part of year would suffice if full year deta not available.

Final submission loan paper pending your reply this cable. SCP-EXEMPT

' ‘RUSK
SEELCEd iR S



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

CEFRO MG

AID-DLC/P-133/1
April 30, 1963

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Argentina - Farm and Country Elevator Grain Storage
Attached for your information is an addendum to the subject

loan 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 ca April 26, 1963.

Walton C. Groce
Secretary
Development ILoan Committee

Attachment; As stated



April 26, 1963
MEMORANDWM TO THE DEVELOPMENT LOAN COMMITTEE
FRQM: Stanley I. Grand, LA/CD
SUBJECT: Argentine Grain Storage

In Mr. 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
Govermment?

CMMENT: 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?

COMMENT: The primary obJective of this loen is the conversion of grain
storage facilities from bag storage to bulk storage. Associated with
this conversion program wili be a Public Warehousing lew embodying a
system of warehouse receipts. The principel 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 vheat 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
rending the sale of his grain. 'this system will be c¢f particular bene-
fit to small farmers and tenant farmers who have suffered most in the
rast from a lack of the availability of storage facilities.

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

ORG-Sl
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These savings do not include significant indirect benefits to the
economy as a whole resulting from increased marketing efficiency and the
stimiation to employment which will result fram the construction
program. Obviously, the consumer will be the ultimate beneficiary of
the improved marketing efficiencies.

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

CQMENT: The consultants have projected that the total utilization of
vheat by flour millers in Argentina will rise approximately lO% from
1962 to 1965-66. During the same period the utilization of other grains
by domestic processors is expected to increase by approximately 5%.

They have also projected substantial increase in the amount of grain re-
quired 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 greins
is significant, the important fact to emphasize is that the demand for
the grain storage facilities results primarily from the conversion pro-
gram of Lag storage to bulk storage. Of the total need for additional.
storage facilities TT7.4% is for conversion from bag storage facilities
to bulk storage facilities. This means that even in the absence of any
increase in domestic or export demand and even if there were no increase
in production, the total cost of the conversion program alone for both
country elevator and farm storage would amount to approrimately $183
million. Since the cost of the proposed two-year Project embodies in
this loan is only $62 million (of which AID is contributing $21.7

million) only one-third of the total cost of the conversion program
alone will be covered by this project.

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

COMMENT: While paragraph 3 above relating to demand for storage facili-
tlies makes the question of future export demand scmewhat academic , 1t

is ugeful to note that during recent years Argentina has not even been
able to meet its commitments to its neighboring countries, such as
Paraguay and Brazil. This has resulted in substantive demands from
these two countries for P.L. 480 programs with the U.S.

Even though, as indicated elsewhere in this paper, the

ORI S LA Qi
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question of increased production both for domestic and export purposes
is not relevant to thig loan, it should be noted that the Administrator
and the U.S.D.A. have both concluded that the proposed lcan is not
counterproductive in terms of U.S. agricultural policies and objectives.
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ARGENTINE SELF-HELP MEASURES

The most significant self-help action taken recently is the com-
mitment 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 which
would permit drawings of $50 million during the first six months. The
agreement established a limitation on overall credit expansion of 8 billion
pesos, which would be reviewed at the end of six months and a new celling
established if necessary. On June T, 1962 the U.S. Treasury Department
agreed to a $50 million dollaer exchange stabilization agreement in support
of the IMF-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 ap-
parent to the Fund that economic Pressures would soon result in Central
Bank 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 rermit drawings of $50 million through the period
ending October 6, 1963. The IMF does not feel that the new arrangement
ls a real stabilization agreement but believes that the follow.ng Argentine
Government undertakings are the most that can be expected from the caretaker
govermment 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 be
increased by 17 billion pesos and expenditures reduced by 10 billion
Pesos per annum. The Government has already taken action to increase
taxes and reduce expenses. New management has been appointed to the
deficit 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

OFPEC AT~ QULY
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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 agra2ements but Argentina is now taking action to
conclude the November agreements.

The United States Government agreed on March 28, 1963 to provide
locans and other financial assistance to Argentine 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 1life of its outstanding exchange agreement which was due to
expire on June 6, 1963. This action will make availsble through
October 6, 1963 $25 million not previously drawn. Half of the total
is avallable immediately and the balance distributed equally from
June through October, on the sume basis as the IMF drawings.

(2) The Agency for Internationel 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
comnitments to the International Monetary Fund.

The President of the Central Pank 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 1s now being seriously carried out under the
direction of the National Development Council which i1s 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.

QPPICTRL TSEONG
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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 1s expected that the basic development plan will be ready for publi-
cation in 196L.

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 agri-
cwl.tural improvements. The bank will devote approximately $20 million to the
mouernization of grain storage facilities during the two year program in ad-
dition: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.
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AID/DLC/P- 123
April 10, 1963

ARGENTINA - Farm and Country Elevator Grain Storage

BORROWER:

SUMMARY AND RECOMMENDATIONS

The Borrower is the Banco de 1a Nacicn (Bank of the
Nation), an Argertine Government bank. Accordirng
to the Bank's charter the Government of Argentina
is responsible for the Bank's obligations.

AMOUNT OF LOAN: 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 1.7
million. Of this total, it is estinatad “hat

$16.6 million will be requirad for financing

the entire foreign exchange costs and $5.1 million
for finencing vart of the pesc costs of the project.

TOTAL COST OF PROJECT: The total cost of the tuo-yeur project

PURPOSE ;

BACKGROUND;

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

The mmrpose of the project is to finance the construc-
tion of On-The-Farm Grain Storage and Country Elevator
Grain Storege facilities in Argentina. The projects

are expected to result in greater preservation of grain,
more orderly marketing, lower rarketing costs, increased
returns to the producer, foreign exchange savings
resulting from lowering burlap requirements for sacks,
and & modern warehousing system where warehouse receipts
provide the producer with protected collateral.
Moreover, the project will help to mobilize private
domestic resources to assist in accomplishing the above

purposes.
Unfavorable and inconsistent governmental pclicies toward
agriculture for the past 20 Years have caused grain
production to suffer with a resulting standstill of

graln storasge facilities equiped to meet mcdern storage

SFPICTAI-HOR-0ULY
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and marketing practices. USAID/Argentina consequently
éngaged the services of a consulting firm to do a
feasibility survey and to meke recommendations to the
Argentine Gcvernment. This application for financing
comes as a result of this survey,

PROJECT DESCRIPTION: The project is e relending opzration 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 arees of Acgentina. The Bank
has stated that it intends to reclend the funds for
facilities recommended by tie consultants both as to
location, size and ity

EXIMBANK AND OTHER CLEARANCE: Eximbank clearance was obtained on
March 19, 1963. I.D.B. was unabie to consider financing
these projects becaus: of other commitments in the
field of agriculture. IBRD has beer handed the
application for Port Storuge financing.

VIEWS OF THE COUNTRY TEAM: The Country Team strongly favors this
loan as being high in the priorities for projects
stimdating economic development and in keeping with
the A.I.D. development gosls in Argentina.

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

10. 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 showld be offered as soon
as it can be processed,-for the following resasons.

1. Delay until November after a newly elegted government

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

LIRLSEA-USE.ONLY
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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 meximum political impact can necessarily be
gained by delaying loans until "n "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.

1l. 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 gzrace period on the repayment o~
principal; to the Government of Argentina -- at

its subsequent option, 40 years with a ten-year -
period of grace.

(b) 1Interest: 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 Government of frreanilna so elects, to revay wrir
ond interest.to the Covernment of Argentina in peec:;
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/L4) percent.
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(d) MaJor conditions:

ProJect Committee:.

Loan Officer:
Desk Officer:
Engineer:
Counsel:

ll

Repayment of Principal and interest on
the loan to be guaranteed by the Govern-
ment of Argentina,

Retention by tﬁe Borrower of a U, S. con-
sulting engineering firm experience in
grain storage construction and operation.

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.

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 countr;-
elevator it will agree to establish a

modern warehouse system of private individuals
or grain merchants and the issuance of
warehousing receipts.

Standard conditions.

DStoops
JNepple

. SAnderson

DBronheim

Drafted: DStoops/Anderson/Krulfeld/Bronheim
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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
reiates is Goal 1l: By 1970, to increase agricultursl cut-put by about
one-third.

This is the key goal in the USAID program. Agriculturel
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 egricultural policy to
encourage increased investment, mechanization end modernizetion of
egricultural production. A.I.D. will provide loan i1l pr nt essistance
to planning and policy units of the GOA to develon the ncedod policy
revisions. Loan and grant assistance will also serve =3 induccments
to the enactment of measures needed to re-establish investment incentive
in the agricultural sector. The out-moded techniques of Argentine
egriculture will be up-grsded through A.I.D. assistance to research
and extension institutions and to asgricultural education. Development
loans will be made.in sreas 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 storzge 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.

SFPEORAIIOT-ONTY-
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C. Project Contribution to Country's Economic Development

This project contributes to Argentina's economic develop-
ment in numerous ways. It will result in the institution of quality
grading, making the marketing of the grain simpler; it will be cheaper
than present bagging methods; and save the foreign exchange costs of

An immediste economic benefit will result from the
construction of these facilities since most of the costs of the project
are local, utilizing local industry and labor. An example is also
provided that may be followed by indigenous private industry or
organizations using local capital to provide more such facilities,
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SECTION IT - DETAILED DESCRIPTION OF PROJECT

A. Borrower

1. Name and Description

The Borrower is the Banco de 1a Nacion de Argentina,
hereafter referred to as the Bank. The Bank isg a semi-autonomous
Government bank founded on October 16, 1891.

Overating in an agricultural country, the primary
burpose of the Bank has traditionally been to support agricultural
production. This emphasis shifted during the Peron and Frondizi
administrations, however, when industrial development received primary
emphasis. The present GOA administration is attempting to restore
& balance between industrial and sgricultursl lending policy more in
keeping with the realistic needs of the Argentine economy. The
Bank also engages in comercial banking and is one of the principal
sources of financing for trade and commerce. Tne agriculturszl lending
portfolio of the Bank is, however, completely separated from the
commercial lending portfolio. The Bank has 154 branches Jocated
throughout Argentina, prineipally in the major agricultural producing
areas.

2. Ownership, control 2nd menagement

The Bank is an Argentine Government institution. It
is 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 edministrations such as
has prevailed in Argentine during the pist several months, however,
has resulted in considerable insecurity of his tenure.

The eight directors are also named by the Presidemt
of Argentina for terms of L years, Two directors represent egricultural
producers, two represent business men, 2 represent industrialists, and
2 represent varying activities. There is an edded proviso that at least
four of the directors must have an ample understanding of the economic
problems of the interior of the country.
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The General Msnager and the Assistant General Manager
are nominated by the President of the Bank with the appreval of the
Board of Directors.

Being an 0ld and established instituticn tbe Bank has
had much experience in loans in the sgriculturel sector of the Argentine
ecoromy, including loans for Grain Storage. Itz experianca as far as
Grain Storage is concerned has been through the granting of loans for
the construction of farm bins, country elavetors, underground silos and
related equipment. The effectiveness of the Bank has tended to be related
to the element of political stability in the country. Twenty years ago
the Bank was regerded ss being a sound financial pillar., In the interim
ity position and performesnce has, in the cpinion of ilundependent
observers, left something to be desired, principaily beazuse 1t was
tied so clogely to the Naticnal political scsne. Despite these facts,
however, the Bank i3 in a better position than any other financial
institution ir Argeniina at the prosent time to veech the egricultural
producers and country elevator operators and to deal with their
financial rneeds. With the renawed emplmsis at the Naetional Covernment
level in Argentina om the regtorehion 02 @ sound goriciur-

8l exonomy there 1s reason tc believe that the Bank will e in & position
to administer the proposed luan within remscnable degrees of prudence
nd foresight.

B. Background of Project

1. History

The need for rzedjustment of grain storege and marketing
prectices in Argeatina to place them more in keeping with international
prectice:z has long been recognized. As long es gruin storage and market-
iag wes an activisy of the privata secisr in Argentina economic competi-
tive forces caused periodic adjustments wnicn placed Argentina on a
reiative par with other grain produzing countries. With the advent of
nationalization of a portion of the grain svorage facilities in Argentina
and resulting govermmeatal controls and over-vegulation few improvements
hiave besn wade in the past 20 years. This, ccupled with an unrealistic
agricultural policy, resulted in a constant deterioraztion of Argentina
as oane of the major World producersz and marketers of grain. As a
conseguence of this and other policiws the Argzntine economy steadily
deteriorated and its balance of paymenis position worsened.

Rl
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In recognition of the importance of agriculture to
the Argentine economy the USAID Mission in Argentina engeged the
consulting firm of Agxi Research Inc., of Manhattan, Kansas, to
rake an independent study of the needed lmprovements in krgentina's
grain marketing fcilitics and practices. The study later was extended
to include zn eoviulsal of the specific grain elevator and farm storage
projects provosed by ~rgentina for possible financisl support under
the Alliance for Progress. Agri Research worked closely with the
etaffs of pertinent Argentine official agencies angd drew upon the
experience and information of farmers, estanciaros, grain merchants,
bankers, food bProcessers, and others in Argentine. 1The Agri Research
work resuited in the feasibility survey entitled "Adjusting Grain
Marketing Facilities and Practices in Argentina to meet Projected
Requiremente." The engineering analysis was conducted under a,
companion contrect with the Weltz-Hettelsater Engineers of Kansas City,
Missouri, & 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 tarmers, cooperatives and country elevator operators, it
wes 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 eppraisal 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
& recommendation from Agri Research that such Zir: oot e made through
the Banco de la Nacion, Subsequently the USiT™ Missiin ceoperated with
the Banco de la Nacion in the preperation of ils :weiicazeion,

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

3+ Action by EximBenk and International Institutions

Two separate applications for grain storage financing

were received from Argentina. The first was for the financing of port
grain storage rucilities. The IBRD expressed an interest in this project

and the application hus been forwarded to IBRD for its consideration.
The second application from the Banco de la Nacion for financing country
elevators and on-the-farm grein storage was discussed with IDB and with
the EximBank, Both institutions eéxpressed the view that while these
projects were important and well prepared neither would be able to
consider their financing in the foreseeable future because of other

comnitments in Argentina.
OPP T LEL-UR.
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C. Engineering Analysis

1. Genersl Description

The over-all brogram for farm and country grein storage
in Argentina will include the construction of 9,200 farm storage units
and 374 country elevators. They will be located in the 5 grain raising
provinces in the Central, Northeast and Fastern operation of the country,
The total estimated cost of the farm storage is $T046 million for a
5-year program and $167.6 million for a 10-year brogrzm of country
elevator construction.

It is provosed that the A.I.D. loen cover up to $21.7
million of the cost of the first two years of construction for both
types of storage. The $21.7 million would be made wp of $16,6 million
and $5.1 million eguivalent in pesos.

The ccst estimates were made by en Zmerican consulting
engineering firm that specielizes in grain storage constriction and are
based upon suppliers' costs and contracting prices in Argerting,

2., Technical

8. A detailed study of the grain storage program was
mede by Agri Research Inc., to determine the various nationsl storage
requirements end the economics of the storage brogram. 7Tue engineering
feasibility and technical soundness analysis survey was made by
representutives of Weitz~Hettelsater IZngineers in conjunction with
‘technicisns from the Bank. These engineers also sonroved tie basic
designs for the various types of storage and the assoclated cost estimates.

b. Suppliers have various plans for stock items of
farm storage units which can be expanded from 150 tons ta 600 tons, as
well &s standard vlans developed by the Grain Storage Depaztment of the
Ministry of Public Works for such storage. The country elevators start
with a basic plan of 3,700 Ton cepacity which can be exganded in increments
of 1,500 Tons up to 9,700 Tons.

The technical implementation of the loan is planned
as follows:
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Farm Storage

Tne plans and specifications must meet the design and
epecification, standard requirements of the Grain Flevator Department
of the Ministry of Public Works, and be approved by the National Grain
Board. The construction will be done by the suppliers' ard will be
supervised 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 tne Ketional Grain Board. The plans and svecifications mst
meet the requirements of the Grain Elevator Department of tie Ministry
of Public Works. The sub-borrowing agricultural cooperatives, or grain
merchants will negotiate a contract for construction with a contractor
using a bid document epproved 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 ecceptance and payment will
require aperovel of tiae National Grain Board end/or the Grain Elevator
Department 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 snd supervision
of the country instailations and for advice on the farm storage projects.

Local contractors have been btuilding grain storage
facilities in Argentina for many years and are qualified to construct
such faciiities. U.S. contractors will be aliowed 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 intermstionally
recognized consulting engineering firm that specializes in grain storage
facilities using locel suppliers and contract costs. Forsign exchange
costs will be used for the procurement of equipment and materials and
engineering, and possibly construction services.

C. Management

l. Facilities Management

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

T =i
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The Country Storage will be operated by private
grain merchents or cooperatives. A1l Country Elevators will be undeyr
the general direction of and must conform to the regulations of the
National Grain Board, which is qualified and experienced in this kind
-of operation and regulation of a country-wide storage system,

With Argentina's long experience in grain
produzticn, the problems of grain storage will not be new to either
the individval farmers, or to country elevator operators. Provision
should be made by the Bank, however, for the farmers and elevator
operators to receive instructions from suppliers of equipment and
from competent engineers on the operation and maintenance of the new
types of silos and equipment vhich will be constructed under this
program.

of warehouse receipts, so that the grain he will withdraw will be equal
in quantity and quality to that stored by him, The law should provide
effective Governmental supervision of the Country Storage program. The
legislation and administration for doing these things must be studied
and worked out carefully. The enactment of such ; a law should be a
requiremsnt of this loan and should be enacted prior to the completion
of construction of the Country Elevators, There is no request in this
application for employing a team of consultants to help the GOA work’

out the required details but Provision will be made in the loan agrement
for this to be made an eligible use of the loan funds.

2. Bank Management

The Bank's organizational structure is described
in Section 114, and its experience in the field of lending for grain
storage is summarized in the same section.

In its application to A.I.D. the Bank has cunmarized
its proposed relending procedures for the A.I.D. loan funds as followss

OF ML IS i,
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Procedures used in relendings

Financial aspect: The loan requested will be distributed among
the five grain-producing provinces of the country acccrding to the needs
determined in the Agri-Research report which has been approved by the
Naticral Grain Board and the National DPevelopment Council. (See Map
of Prcducing Areas in Annex III).

Baniking aspect: The amount and term of the credit will ve
determined according to the needs of each apnlicant.

Technical aspect: As a reguirement for payment of the final
installment, 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 grantsads

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

In case the applicant is a tenant of the farm whera the bins
are to be built, he must obtain a letter from the owner steting that the
bin and its accessories are exclusive property of tne tensnt,

Purposes

e) ¥or the comstruction of furm bins for storing and conserva-
tion of the producer’s own grain and,

(o) For the construction of country elevators und the acquisi-
tion of accessory facilities such as legs, engines, drying equipment, etec.,
excluding harvesting equipment.

Maximum percentege to be loaned: Up to T0% of the valuez of the investment
required,

Moximum per firm: For farm bins M§N 1,100,000 (pesos); for country
elevators there is no maximm per firm, but the loans must be approved
by the Bank® hesdquarters, '

TR
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Security: Loans may be secured by chattel mortgage or real estate
mortgege according to the following specifications:

(a) With chattel mortgage: A recorded chattel mortgage
on the items to be constructed or purchased with a sgtatement 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 reul estate where these improvements will be built or on any other
ronerty of the applicant., If the Banco de la Nacion were to hold the
first mortgage, the loun could be mzde on this same guarantee through
&8 simple Increase. The requests which must be secured by mortgages will,
in all cases, be gent to tine Bankds 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 Jjustified.

Interest Rate: 15% per annum (See Recommendstion balow)

Reauirements: In addition to the regulesr wopiication, the following
additional pertinent information will be required:

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

(o) Drawing of the silo with its technical detuils, approved
by a professional engineer.,

(¢) For farmers, arza plunted by crop, average ylelds obtained
in the last three years and sketch of the location of the bins on the land.

(d) For grain merchants or cooperatives, fhe location of the
Tacilities on the land, ownership of the land, and th2 ampount stored in
the last thr:2e years broken down by crop.

Basically, these proceduras appear to ve sound. Tae interest
rate, however, 15 considered to be too hign and the FProject Committee

vroooses to limit the interest recelved by the Bank on A.I.D. loan funds
to 8-3/4%, or 3% avbove the rate the Bank must pay for the loan funds.

Any elevator costing more than $100,000 -ill =1s0 reguire prior A.I.D.
approval. A condition precedent to loan disbursement will a&lso be a
more detalled deseription of their lending criteria and procedures
and clarificsation ¢f the expected 1ole of the consulting engineer,
including his certification of requests for disburczemznt.

ol 5= )4
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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, Venezuelas, beginning the
week of April 22, 1963, requested A.I.D.'s consideration
for allowing the Bank to charge the Sub-Borrower an additional
fee of 6-1/h percent per annum to provide a reserve to meet
fluctuations in the exchange rate. The Deputy Assistant
Administrator for Cepital Development, LA, has recommended
acceptance, and the Project Committee concurs. The Loan
Authorization has becn changed to reflect this point.

OFFICIAL USE ONLY



Argentina - Total Addi

ADDITIONAT, STORAGE
CAPACITY RECOMMENDED

tional Storage Recommended cn

Elevators

Farms and at Country

Indicated Number of

Sterage Units by nge

-~ T'[ -

y

Country (metric tons) On farms (capacity ranges-  Country elevators(capaci-
metric tons) ties - metric tons)
On At country
farms elevators  100-200  200-400 Over 40O 3,000 5,000 106,000

DISTRICT T 267,136 343,929 L1 187 381 10 23 2¢
DISTRICT II 6L,299 106,440 93 32 79 10 5 5
DISTRiCT 11T 749,232 183,852 52 726 874 11 16 7
DISTRICT IV 304,134 57,510 134 309 317 L 9 0
DISTRICT V 204,846 86,479 28 227 218 8 10 1
DISTRICT VI 2h1,305 33,677 96 428 163 L 2 1
DISTRICT XIV 22,178 16,859 76 18 13 L 1 0
OTHER AREAS 15k ,20) 51,656 120 142 162 0 10 0
TOTAL BUENOS AIRES

PROVINCE 2,007,334 880,402 6o 2,069 2,207 51 76 3k
DISTRICT VII 121,952 153,126 187 110 79 2 12 9
DISTRICT VIIT 341,912 603,400 0 287 425 L 0 55
OTHER AREAS 72,017 87,189 111 65 L7 1 3 ?
TOTAL SANTA FE

PROVINCE 535,861 813,715 298 hé2 55T 1 15 i
DISTRICT IX 377,780 180,987 38) 365 351 6 29 2
DISTRICT X 16L,555 208,UL0 119 38 228 o 0 21
OTHER AREAS 66,222 3k, Lok 67 6l 61 0 7 0
TOTAL CORDOBA PROVINCE 608,557 423,921 570 Lé7 6Lo 6 36 23
DISTRICT XI 18,82y 72,598 7 32 13 2 9 2
DISTRICT XII 15,038 70,851 33 11 13 7 10 0
OTHER AREAS 0 0 0 0 0 0 0 0
TOTAL, ENTRE RIOS PROVINCE 33,862 143,449 Lo 43 26 9 19 2




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

ADDTTTONAL STORAGE
CAFACITY RECOMMENDED

Ceuntry (metric tons)

Indicated Number of Storage Units by Size

On farms (capacity ranges-

Country elevators
metric tons)

(capacities-metric tons)

On At country
farms elevators 100-200 200-4LOO  Over 4OO 3,000 5,000 10,000
DISTRICT XIIT 369,283 6l.792 196 L22 369 12 N 1
OTHER AREAS 86,150 17,489 L6 98 86 2 2 0
TOTAL LA PAMPA PROVINCE k55,433 82,281 22 520 L55 pIg 6 1
TOTAL FIVE PROVINCES  3,6L1,067 2,373,768 1,790 3,561 3,879 87 152 135




- 13 - GHRISPA I UaRONEY
D. Economic Analysis

Argentine is one of the major grain producing nations of
the World. Its exports of grains have tradinionally constituted a vital
source of foreign exchange earnings. It has traditionally marketed its
production in exceses of domestis needs in neighnoring deficit producing
countries such ag Brazil, and it has also been & majcr supplier of the
Eurcspean market, During the pact 20 yeers, htwever, the eesiiomic
policiles, detrimental to ggriculiure, foliowed ty the Government of
Argentira havs resulted iz a2 reduciion in grala procuetion at the same
time that domestic consumption was continueliy rising. Consequently,
in receat years Argentina has nct bzem able to mest 1ts commitments for
graln even to its neigrboring countries, :

Many factors have csatrivubted ©o this dueteriorating
sizuation. The failure ¢f Argentine to maintola o wolera grailn storage
&nd marketing system has been g mejor factom. Argentiza kas continued
to use sntigueied methods of grain handling ad stors 2, such as the
uge of bags in liec of bulk sterege, with wesulting costs much higher
ther the bulk siorsge. Moreover, %ners hus b a shortage of eny type
to the point taah annuel Llogses of grain £2om inedeguate storage have
vesn silgnificans,

Agri Research Ine., the conslitants wid have prepared the
fenzibility survey heve donz a dhomough 20d awisnzive analysis of
ed gradn production, end the rosuiiing nsei tor grain storage
of 81l types ranging from pord shurige <0 country elevator
iz=farm storage. The constlirais hava cavefully analyzed the
ralative need Of country elevatora "RUAUT Or-the~farm storege by
eack projuzing dlstrict. The resultsz ~f thelir rindings sre shown in
tie preceding table, In swmery, they heva davarmined thet the breaking
ein% paiwaen the feasibility of oneths-fam ztorsge versus comtry
elevators i1s an amnual productism pes famm o7 cuproximetely 150 metrice
ons.  Ferms producing less then this scoun® wili find it more economical
te stora their graln in country eleva® »s srd obsain warshouse recelpts
rather Than to construct their own goaln soragse fecili*ies. The
congultants have then made calovlatione of the venefit-cost vatios of each
type of atorage and have found them o rangs o Lign as four to one.
The resulting recommendations are for a ratisnal g>uln storsge program
projectad cver a l0-year pericd for ecunioy =lzvators of 2.4 million
tons cepacity at e fotal cost of $167.6 milifuu and cn-the-farm grain
storage program projected cver a 3 year period of 3.7 miliion tons
capacity and costing $70.6 millton.
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Tables 11, 12, 13, and 14 of Annex IIT show the relationship
of benefits to costs, and other related economic projections.

In addition to lowering marketing costs, coaveraion frum
bag-type storage to bulk storage will result in an estimated saving
of foreign exchange of approximately $4.4 million annueliy 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,

Ecoronic factors surroundiug this project are of both
short-and-long range importance. While the projects are orimarily
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 belance of payments position, and
to its intarnal credit situation.

It is contemplated that the entire foreign exchange costs
of the project will be financed from A.I.D. loan funas 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. 1In
weighing this request, A.I.D. has attempted to estimate the indirect
forelgn 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 at about 15%. On the basis of this

coefficient and without taking into account the likely multiplier cf-
weels oi’the execution of the project, its indirect foreign costs

would be about $6,8 million. This would constitute an important
elenent in Justifying a certain amount of dollar financing of the
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tocel costs, perticularly during the first year of the Program when
the frgentina balance of payments and foreign exchange reserve posi-
tiorr  can be expected to remain quite critical as explained more
fully below.

The outlook for Argentina's financial ang Balance of
Payments position in 1963 is not encoureging. The I.M.F. has Just
completed an exhaustive study and has imposed a series of conditions,
with which the D.L.C. ig intimately familiar, as a condition to an
I.M.F:‘drawing by Argentina. The Fund feels that Argentina will
conuinue to experience budgetary stringencies for some time wntil
recommended actions are fully effective. With regards to the
Balence 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 hazardous at this time,
With a fluctuating exchange rate, with the uncertainties associated
with a change of administration, and with unreliable data even for
1962, it is clearly impossible to do more than indicate the magnitude
of some of tihe major trends now observable. With these important -
qualifications, the staff estimates that there should be substantial
imyrovement in the over-all payments position in 1963 over 1962
arising on both currency and capital accounts, but because of the larger
deficit in 1962 there still is likely to be a significant deficit in
1963 to be financed through the Central Bank."

While the purpose of this loan is neither for budgetary
or bualance of payments assistance, the Project Committee feels that
the relief which the dollars financing of peso costs of approximately
$4,1 million in 1963-64 ang $1 million in 196k-65 wil] afford the
Argentine valance of payments will serve the broader interests
of the U.S., vis-a-vig 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 from itg own resources and from

toue standpoint of the Country's over-all financial and balance of
veyments position. Regarding the Bank's ebility to provide some

finarcing, the committee notes that from 1959 through 1961 the Bank
made annual loane to the Agricultural Sector ranging from an equivalent
of $152.6 million in 1959 to $275.5 million in 1961. The following
teble shows the loan totals of the Bank in those three years.
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TOTAL_LOARS AND LOANS TO AGRICULTURE BY BANCO DE LA NACION

1959 - 1961
Year Total Loans Loans to culture
(in million (in million (in million (in million
pesos) $ equiv.) pesos) $ equiv.)
1959 25,336 304.% 12,705 152.6
1960 35,642 h25.8 15,953 190.6
1961 52,113 627.7 22,875 275.5

It will be noted from the foregoing table that the
percentage of loans to Agriculture declined from 50% in 1959 to
44% in 1961. 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 end 4o
(approximately $12.4 million in 1964-65).

The Bank's most difficult problem in extending such
finencing will result from the terms of the sub-loans, The Benk
operates primarily as a commercial bank and the bulk of its loans
heve conseguently 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 requirements for extending the necessary flnancing.

E. Financigcl Analysis

1. Totsl Financing Requirements of the Project and
Financial Plan

The estimated total cost of the 10-year country
elevator prog'am is the equivalent of $167.6 million of which the
foreign exchange proponent is estimated at $53.5 million. The Bank
nas recuested thaet 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 T0% to be loaned
The estimated total cost

by the Bank from the A.I.D. loan funds.
of the 5-year program of on-the-
$70.6 million,

farm storage is the equivelent of

of which the foreign exchange component is estimated
at $14.8 million.
of this total cost or $49.% miliion.

The Bank has requested A.I.D.

to also finance T0%
This figure is arrived at in the
sarie fashion as that for the country elevator storage.

A.I.D. believes that the maximum feesible firancing
should ve provided from internal Argentine resources.

It -sherefore

believes that a more realistic program would envision a - rear
program both for the country elevator storage and on-the-farm storage.
Such a program, based upon the economic anslysis in the foregoing
pages would have the following financial plan:

1963-64 Financing Plan

Sub-Borrower Bank A.I.D. Total
Percent Mil.$ Percent Mil.§ Percent Mil.3 Parcent Mil.$
Country |
Elevators 30  5.04 30 5.0k ko 6.72 100 16.8
Farm
Storage 30 4,26 30 L.26 ko 5.68 100 14,2
9.30 9.30 11,40 31.0
196l-65 Financing Plan
SubsBorrower Bank A.I.D, Total
Percent Mil,$ Percent Mil.§ Percent Mil.$ Parcent Mi1.$
Country
Elevators 30 5.0k ko  6.72 30 5.04 100 16.8
Farm
Storage 30 L,26 Lo 5.68 30 k.26 100 . 14,2
9.30 11.40 9.30 31.0

N
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Total Financing Plan

1963 ~ 1965
SUb-Borrower .B_g._n_k Ac IoD . Total
Mil.$ Mi1.$ Mi1.3 MIT.$
Country |
Clevatore  10.08 11.76 11,76 33.6
Tarm .
Storage 8.52 9.94 G 94 28.4

18.60 21.70 21.70 62.0

Of the total of $21.7 million of A.I.D. financing it is
estimated 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. Borruwer's Financial Status and Finencial Participation

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

An examirstion of its balance sheet for 1961 -- the
latest full year available shows total assets of T1 billion pesos
($617 million), liabilities of 65.8 billion pzsos ($572 miilion), and
Capital and Reserves of 5.2 billion pesos (445 million),

In 1961 tue Bank showed a profit of T34 million pesos.
($6.5 million).

Since the Bank is a Government entity it will have the
regources of the ¢G.0.A. behind its{gobligations.

Reaconeble vrospects for repeyment of the loan are deter-
mined to exist,

3, Other Free World Financing Available

As previously indicated these prejects have been
discussed with international financial institutions including the I.D.B,
and the Eximoank. WNeither is in a position at this time to extend the!
necessary financing. Furthermore, it has been d..ermined that private
financing, including Argentins commercial bank financing, is not
bres.:ntly availeble and is not exp:cted to be available in the foreseeable
future because of the extreme tightneuss of credit in Argentina,

ONEREEEETTENSY
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L, 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 e flexible i1ormula allowing
the Bank to determine the relative contributions on
each project by the Bank 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 sterage therefore has its greatest impact on
the internal marketing system of grains for domestic consumption.

The effect on the U.S. economy from these projects 1s therefore not
expected to be of major consequence,

The Assistant Seeretary of State for Latin America has,
in Annex I, page 1, requested A.I.D. to give the most se¥rious
consideration to this lcar. The Administrator's reply arproving such
consideration is shown in Annex I, page 3.

B. Source/Origin of Procurement ¢i' 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 vart of the modern grain storage and marketing
system 1s the warehousing law embodying a system of warehousing
receipts, as conditions precedent to the first disbursement under this
loan, therefore, the Government of Argentine 1s asked to covenant that
it will exert all reasonable effort ir. baving enacted into law
provisions for such a warehousing system in Argentina within one Yyear
of the first disbursement on the first comtry 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 proposed{1.7million 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 1s 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 gee them, are as follows:

Arguments in Favor of Delaying Loan:

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

2. Argentina’s present unsettled political situation and
ghort-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
wntil October of 1963, would not only mean a delay of approximately
6 nonths 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 €act that the present Argentine administra-
tion is a caretaker government, the fact nevertheless remains that

a ccmmitment 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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end September 1962, we were advised to hold off on any considerations
and announcement of new develcopment lcans, Fortunately, however,

our peorle did proceed on & course of urging and working closely

with the government of Argentina to develop the necseseary information
+0o support specific develovment loans, of which the Grain Storage loan
is but one. Despite the fact, however, that this coumitment was made
to & prior GOA administration, succeeding edministrations were
lncreasingly critical that A.I.D. had not proceeded with development
loans, This is perhaps best illustrated by the recent article written
by tke former Minister of Finance, Alsogaray, wnich appesred in the
3Buenos Aires Herald and was gquite eritical of the U.S. for not moving
ahead, Although the article wus filled with inaccurecies it did
refiect the fuct that from the political standpoint there appears

to be little to gain and much to lose to delay consideration of

lozuns to an “opiimun" time.

3. From the longer range economic stardpoint we believe
thet it 1s essential that the Allience move ahead with loans on sound
projects. It seems inevituble tihat & measure of political instability
will be a part of the Argentine scene for some tims to come. This
ralses the strange psradoz that if political snd eccnomi: stability
is ever to ensue in Argentina, economic developmeut must probaoly
proceed in spite of an existing administration rather than as a result
of it. We velieva the only way this can happen is to vroceed down
the rcad of granting long range development losns +o sound projects
on such temms and conditions that they will not place a further
strain upon Argentina's shori-range precarious filnanciszl nosltion.

We believe the resuits of such a course will be both material and psycho-
logicol and can evantusliy provide the margin of difference between
stablllty and lnstabllity,

Recommendation: Taking the furegoing arguments in baluace both CD/LA
and ARA strongly recommend that we proceed with considerwticn of the
On-Farm Grain Storage and Country Elevator Crain Storsge projects

as soon as possible, and it they are approved vy the Adninistrator,

to offer the loan to Argeatina without regsrd to the timing of elections
2ud ohber politicel fuctors. CD/IA and ARA wacommsnd, that consideration
be given to other development losns on o continuing vazls as soon as

tue tectnicnl ond economic feasibility of esch is estanliched and the
reguiting racommeudations are presented to you end to the administrator.
CD/LA ani ARA further racommend that we contime to encowrage Argentina
to proceed with the necessary feasibility surveys to »stzblish the
econcmic and tecinical frasibility of future projects and that where
necegsary A.I.D. assist In the financing of such feasiollity surveys.

PSSt
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ANNEX II - CHECKLIST OF STATUTORY CRITERTA

F.A. Act of 1961, as amended, Section 20k.

The loen will be subJect to the standards and criteris for lend-
Zug cperations established by the Development Loan Committee.

F.A. Act of 1961, as amended, Section 25i(a).

The loan will promote economic development in Latin America.

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

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

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

Account has been tsken of the principlas of the Act of Bogota
and of the Charter of Punta del Este.

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

Account has been taken of the extent to which Arg=ntina is show-
ing a responsivensss to the vital economie, political, and social
conzerns of ite pecple and is demcrstratiing a cloar determination
to take effec*tive self-help measures.

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

The activity %o be financed is eccnomically and 5echnically sound.

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

The activivty s congistent with +d is related to other develop-
ment activities bring undernaken or planned and will contribute
to realizeble long-range cbjectives.

UNCIASSIFIED
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8. FwsA. 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, TF.A., Act of 1961, as amended, Section 251(b).

Finoncing 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).

Argentira has made efforts to repatriate capital invested in
other countries by its own citizens.

11. 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 appli-
cable legal rate of interest for the country.

13. F.A. Act of 1961, as amended, Section 251(b); Section 20k.

The loan shall be subject to the standards end criteria for
lending opverations established by the DILC.

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

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

15. F.A. Act of 1961, as amended, Section 60i.

The lozn will be handled in such a manner as to enrcourage and
facilitate participation by private enterprise tc the maximum
extent prasticable.

UNCLASSIFI®D
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F.A. Act of 1961, as amended. Section 602(a)(1), (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.

F.A. Act of 1961, as amended, Section 603 and Merchent Marine

Act of 1936, as amended, Section QOL.

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

statutes.

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

Presidential

Determination of October 18, 1961.

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

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

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

U.S. Market price.

Merine insurance will be purchased pursuant to statutb require-
P LOTY

ments.

F.A. Act of 1961, as amended, Section 60C5(c).

Furds made available under this loan will nct be used to purchase

drugs ot the kind described in this section.

F.A. Act of 1961, as amended, Section 611(a)(1).

Necessary substantive technical or financial planning has been

completed in connection with thie project.

F.A. Act of 1961, as amended, 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.

UNCLASSIFTED
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F.A. Act of 1961, as amended, Section 611(v).

Not applicable.

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,

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

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

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.

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.

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 availabie legal remedies or
whose claim is not denied or contested or arises under an
unconditional guaranty of paymant.

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. Act of 1961, as amended, Section 620(e).

Neither the government of the host country nor &ny governmental
agency or subdivision has acted inconsistently with subsections
620(e)(1) or (2) and failed within a reasonable time not to
exceed six months +o take appropriate steps to discharge its
obligations under international 1aw,

L
[

2. FuA. Act of 1961, as amended, Section 620(f).

The assistance provided in this loan will aot be furnished to
any Communist country.

33, T.A. Act of 1961, as amended, Section 620(g).

The assistance provided in this loan ¥will not be used to compeﬁP
sate for expropriated broperty.

3L, F.A. Act of 1961, as amended, Section 620(n).

The assistance provided in this loan will not be used in & manner
which promotes or asslists the foreign aiq projects of the Commun-~
ist bloc countries.

35. F.A. Apo. Act of 1963, Section 102,

Obligations oe funds 1n axcess of $25,000 for architectural and
engineering rees to eny rirm or group of firms on any one pro-
Ject will be reported to the Committees on Appropriutions of the

Senate and the House,

36. F.A. Apv. Act of 1963, Section 10k,

None of the funds obligated for thig project sheil ha used for
pensiocns, anniities, etc., as provided in this szction,

37. F.A. App. Act of 1963, Secticn 107(a).

Argentina doeg not furniShuorupermiE—ships under its regiatry;
%0 carry material +o Cuba as prescribed in this subseetion,

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

Argentina does not furnish or permit ships under its registry
tc carry i“ems of economic assistance to Cuba as prescribed in
this sutsection.

¥.4. App. Act of 1963, Section 109.

e Argentine Qovernment is not based on a Communistic theory
of government.

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

The United States will nct be a party to the contracts entered
pursuant to thies loan.

F.A. App. Act of 1963, Section 11l.

A1l ccntracts pursuant to this loan will require that U. S.
citizens perrorming services thereunder be investigated for
loralty and security as though regularly employed by the United
States.

F.A. App. Act of 1963, Section 112.

The United States will directly approve the terms of contracts
and the firms providing engineering procurement, or construction,
servrices on the project.

F.A. App. Act of 1963, Section 11L.

None of the loan funds will be used to pay any assessments,
arrearages or dues to the United Nations.

P.A. App. Act of 1963, Section 601,

None of the loan funds will te used for publicity or propaganda
within the United States.

UNCLASSIFIED
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DETAILED PROJECT DESCRIPTION

Farm Storsge Units

Of the 9,200 farm storage units planned in the over-all program
i% is_eztimated 1790 will have a capacity of 150 tons; 3561 of 300 tons,
and 3879 with a capacity of 600 tons.

Construction will be of galvanized steel ox aluginum alloy sheet
mounted on a reinforced concrete foundation. All storage units will
include provision for mechanical loading and gravity unlosding. In areas
producing corn or mixed grains provision will ve made for drying.

Country Storage Units

The over-all program include 374 elevators of waich 87 #1211 bave
& capacity of approximately 3000 tons; 152 with 5000 tons and 135 with
10,000 tons.

Construction will be of reinforced concrete using the stepdard
approval plans. If the owner desires another design or constructien 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 plaans. In as many cases as possible the country storage units
will be located where there is a source of electricity but where this is
not poesible a power source will be supplied in the plant design.

(See mep for general locations of storage areos).

Ine estimnted costs for farm storage and country storage units
are &' Quwn in Exhibits 1 to 10 of this Annex. The cost of employing a
firm for iLhe engineering supervision for the Bank is estimated at
$600,000 of which sbout $300,000 would be in local currencies.



Juaber of Recoumended Farm Storage Units Uhich Requirs Urain Bryers

DISTRICTS ‘With Drysr Without Dryers ) £90TAL
FrovIces
S 150 2. 300 T. 600 T. 150 1, 300 2. 600 7, 150 7. 300 . 600 2.
nxeEaIce 3 4 187 381 - - - : 41 187 m
DISIAICT IX 93 32 79 - - - 93 32 § ]
agsemice 11z - - . S - 52 726 o4 52 726 o1
JISTRICT IV - - - 134 309 nr 13
DISTRICT ¥ - - - 28 227 218 28 2z as
DIITXICT VI - - - 96 428 153 96 428 163
stsraIct xIv - - - 75 18 1) 76 18 13
TN ARSAS - - - 120 U2 162 120 U2 162
: nOY L3¢ 219 460 506 2,850 1,747 640 24069 2.201
IIZALee VIT 137 110 19 - - - 187 10 T
2TEICT VIIX - 287 425 - - - - 287 425
OTHXR AZRAD m 65 . - - - m 65 47
AEVLIaNIE TR —298 462 —251 = = = —208_ 462 553
SISLRZCT IX 38 365 35 - - - 1.7} 368 138
STRTAICT X 19 8 228 - - - 19 L) "228
oAk ARkaS e & 53 - - - st 6 aQ
INAR NEOM —212. ~467 €40 = = = -0 O Y-; 2 -,
uTeIICT XX 7 32 b & - - - 7 32 1
DTIZAI0T XXX » 1 13 - - - 5} } : n 1
‘IR ARRAS - - - - - - - - -
94k TR RI03 40 43 _26 - = - 40 4 26
DISTNICT XIXI - - - 196 422 363 196 422 363
CBER ARKAS - - - 46 98 86 46 98 86
DIRAL A _RAXPA = = = 242 520 433 —262. 50 —433,
AL ISVE FROvENCES o V- T 8 «aldl 1104 —=liS. 22210, 2.202 -al2o, 238l a2,
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ESTIMATED COST FOR FACH INSTALLATION

150 TON, INSTALUATION Import Import Total:

Equiv,
mdn uls uda

One Bin Erected
including foundation
snd asration ducts m$n 221,000
Ona Conveyor-elevator
including motor 136,600
One Aeration fan and motor 31,300

TOTAL 388,900 81,750 711 3,392

300 TON. INSTALLATION

2 Bins-Complete 442,000
1 Conveyor-elevator 136,600
1 Aeration fah 31, 300

TOTAL 609,900 128,000 1,113 5,303

600 TON. INSTALLATION

4 Bins-Complete 884,000
1 Conveyor-elevator 136,600
1 Aeration fan 31, 360

TOTAL 1,051,800 222,000 1,930 9,147
Grain Dryer Complete 218, 312 44,700 389 1,898

NOTEt Exchauge rates are calculated at u$as 1.00 = m3n 115,-



Total Original Cost and’ Computed Anmal Pired Igvestxent Cogt per
Farn Storage Unit by Size and Type. (M$N)

300 — ton _installation _° 600 — ton installation
With dryer : Without dryer: Witk dryer : Without dryer:

Source of original § 150 ~ ton installation

cost and anmal T ‘w
expense :7ith dryer :¥ithout dryer

Original cost:

Building 221,000 221,000 442,000 442,000 884,000 882,000

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
Anrual. fixed investment . E!
cest: g

Depreciati.oné :aq

1, Building b 8,840 8,840 © 17,680 17,680 35,36C 35,360 - &

2. Equipment = 25,760 11,199 25,760 11,199 25,760 11,199 ;

3. Total 34,600 20,039 43,440 28,8719 61,120 46,559

. L

Other £ 37,344 23,917 50,935 37,509 78,118 64,692 a
Total 11.9“ i3 '956 9‘.31’ “'388 139.235 ’ mozﬁ ":
2 3dased on straight-line depreciation over 25 years of useful lifa. See table T2, page 206 of the Agri Research report.
b Eesed on straight-line depreciation over 15 years of useful lifa. Sse table 72, page 206 of the Agri Research report.
2 Interest and property taxes at .06 and .0015, respectively, of the total original cost of bins and equipment. Sse.

table 72, page 206 of the Agri RBesearch revort.



ESTIMATED COST OF COMPLETE PARS STORACE PROJECT

UNIT . TOTAL COST '

STZE IN No, IMEORT EQUIVALENT
TONS. : M$N, uss. MSN. U3s.
150 1,790 696,131,000 6,053,313 146,332,500 1,272,457
300 3,561 1,17,853,900 18,885,686 455,808,000 3,963,548
600 3,879 4,080,320,100 35,481,044 861,138,000 7,488,157

TOTAL 9,230 6,948,305,000 60,420,043 1,463,278,500 12,724,162
DRYERS 2,320 _1,161,479,840 10,099,303 __ 237,804,000 _2.067,861
8,109,724,840 70,519,346 1,701,082,500 14,732,023

NOTE: _ A1l exchange rates are calculated at u$s 1.00 = mdn 115.-
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Fower Flant Bequirenent for Bacazzended Country Rlswvators «$ Bev Ldoafione

, DISTRIC?S

Requiring power plant Not requiring power plarcs Total &t now lesstiens

31000 7, 5,000 2. 10,000 2. 3,000 2, 5,000 2. 10,000 2. 3,600 T, . 3,000 2, - 10,000 2,
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Al21itiorcal Country Elevators Projosed fox Auysating: by 23R 0368

P

OIITXICTS AXD Existing Iocation’ Hsw Iocatian th Lryer Stkous Drysr
ESOVISCES
: J,G‘_” 2. 5,000 . {10,000 7. 3,000 2. 5,000 2.} 10,000 T. 3,900 2. 3,000 2.} 10,003 2.} 3,000 2. 3,000 €, | 10,000 2.
DIFPAICYE X 2 w - 1 8 13 § 10 23 2 - - -
pIsTaIce IT 1 r - 9 4 s 10 5 s - - -
nIsemce IIT 2 ‘. 2 9 12 s o 13 6 - 3 1
_DISTEICY IV - 3 - 4 6 - 2 2 - 2 7 -
XaTTCYE ¥ ¢ -- - ‘ 10 1 1 s - 7 ¢ 2
»TITC2 YT - - - 4 2 1 - - - 4 2 1
METZER XTIV - - - 4 1 - - - - 4 1 -
TS ATRAS - - - 10 - - 10 - - . - -
NIAFLATS TROTOGR . 9 A8 ey 1 A2 = 19 <t - & - W Al A2 —
JTUTITO: VIX 1 1 7 1 n 2 2 12 L - - -
IRLLCL VIIT 4 - 0 - - ] 4 - % - - -
LR ANmaN - - 1 3 7 1 3 7 .- - -
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ESTINATED

GGST FOR CHE COUNTRY EXLVATCE - SATAITNYY vy ol

) =
U3S EQUIVALENT U3S 1.00 al
3N~ = MSW 115 5
ELEVATORS _ s
LOCAL IMPORT TOTAL LOCAL IMPORT TOTAL | —
Elevator Building 15,498,977 2,735,113 18,234,090 134,773 23,784 158,557
" Machinery 7,970,708 3,416,017 11,386,725 69,311 29,704 99,015
" Electrical 2.535,750 1,086,750 622,500 _22,050 -g.ﬁg 31,500
26,005,435 7,237,880 33,243,315 226,134 82.93 m
Auxiliary Pucilities ) '
Elactric Service - 905,625 905,625 1,811,250 7,875 7,875 15,750
Water and Ssnitary 71,846 12,679 84,525 625 110 735
Site Grading 60,375 - 60,375 525 - 525
Roada 724,500 - 724,500 6,300 A - 6,300
Railroads 1,086,750 724,500 1,811,250 9,450 6,300 15,750
DZc1ice 256,594 45,281 301,875 2,231 394 2,625
Majiatenance Shop 205,275 36,225 241,500 1,785 315 2,100
Empioyeea' Room 174,484 30,791 205,275 1,517 268 1,785
Truck Scale 845,250 362, 250 _1,207,500 7,350 3,150 10,500
4,330,69 8,050 37,658 18,412 56,070
g:wm Power Plant or Dryer) Total 30, 2 32 9, 355, g;l 19"%31“"533— 63 J150 81, a2 345, 142
over Plant 4,347,000 433,750 1459 &7’ 4'f,2gao
&gm: only Fover Flant) Total 3 231 hs, 9, 150 392, 3
ain Dryer 5:) 403 83 594 0 3 25 35,953 - 39,948
With Pcnu- Plent and Dryer) Totel 31, 882,287 17, 36, 858 k9.719, 5 217,837 153, 103 k32, 340
'-_"it“iith" Dryes) & 5—5%F A ") T 137, %3 353, 00

g emed ‘TII XINRY
QI JISSYICNG



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

U§5 EQUIVALENT USS 1.00

M s N'- -
ELEVATORS = SN 115
10CAL IMPORT TOTAL LOCAL IMPORT TOTAL

Elevator Building 17,822,538 3,145,154 20,967,692 154,979 27,349 182, 328 I.
" Machinery 3,711,991 3,733,711 12,445,702 75,756 32,467 108,222

" Electrical 2,704,800 1,159, 2q0 3,864,000 23,520 10,080 33,600
29,239,329 8,038,065 37,277,394 254,255 69,896 324,151

Auxiliary PFacilities -

Elz2ctric Service 905,625 905,625 1,811,250 7,875 7,875 15,750
ater ani Sanitary 71,846 12,679 84,525 625 110 735
Site Grading 60,375 - 60,375 525 - 525
Roads 724,500 - 724,500 6, 300 - 6,300
Railroads 1,086,750 724,500 1,811,250 9,450 6,300 15,750
Office 256,594 45,281 301,845 2,231 394 2,625
Haintenance Shop 205,275 36,225 241,500 1,785 315 2,100
lmployeas® Room 174,484 30,791 205,275 1,517 268 1,785
Yrucit Scale 845,250 362,250 1,207,500 7,350 3,150 10,500
(Without Pover Plant 4,330,699 2,117,351 6,448,050 37,658 18,412 56,070

or Dryer) Total 33, 570, 028 10,155, 416 L3, 725, Lk 291 913 s 380,221

Power Plant H:lth Pmrer Plant 1,086,750 47,000 433,750 9,4 0

( Totsl 3k, '656, "T78 df; 3502 US TS h95,’ lgg, 13& 301, '3 23 123 8%8 !;2; E‘z.

Grain Dryer (with Pover Plant _ 591,671 5,319,642 5,910, 7%3 s 140 46,258 3293

and Dryer) Total 35, 247, 849 19, 822, 053 55, 069, 306, '503 172, 366 h78
(vith Dryer only)  Totel 34, 161, 059 .297,_ 053 13%, 556 h31,619

15, w;, 053 kg, G35, 638
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ESTIMATED COST FOR ONE COUNTRY ELEVAISR - CA¥ASITY §,700 TONS.

U$3J EQUIVALERT USS 1.00

ETEVATORS M$N .- = MSK 115
| IOCAL | TMPoRT | TomAL LOCAL IMPORT | TOmAL

R . \

Elevator Building 24,793,224 4,375,275 29,168,499 215,553 38,046 253.639l
. Machinery 9,034,032 3,871,728 12,905,760 178,557 33,667 112,224
" Elestrical 3,381,000 1,449,000 4,830,000 _ 29,400 12, 600 42,000

| 37,208,256 9,696,003 46,904,259 323,550 84,313 _407.863

Auxiliery Facilities _
Zlectric Service 1,026,37§ 1,026,375 2,052,750 8,925 8,925 17,850
¥ater and Sanitary 71,846 12,679 84,525 - 625 110 735
Hite Grading 72,450 - 72,450 630 - 630
Boads 754,688 - 154,688 6,562 - 6,562
Railroads 1,086, 750 724,500 1,811,250 9,450 6,300 15,750
oreice 307,913 54,337 362,250 2,678 472 3,150
Xuintenance Shop 230,934 40,753 271,687 201 354 2,363
Exployeea' Room 195,011 34,414 229,425 1,696 299 1,995
. Truck Scale - 845,250 362,250 1,207,500 7,350 3,150 10,500
(%g?g:;;S'mrg;::xuﬁZiggﬁgéf 900, 301 5%?%%5“55? 25 ot ;ﬁ%¢§§3 ' a????ﬁg
vowar Flant (Vith Pover Plest 1,376,550 5,506,200 6,882,750 11,970 47,880 59,850
i ryer (im0 o, Pl SO E AR S8 AW
- N R 5 53 B Sotal §3, 858, Ry & TETENRSL 381,553 %, T s

(6ith Drver cndyiiotal 82, 076,207 18,053, ke Srm1y Fo 39, 355 £54, 831 S26. 230

6 31q1WsT
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- ESTDAIZD CO8® QP COUNZAY ELEVATOR PEOJROR o

CO3T EACH IXPOLP L) 90218
31ze of slsvator Equivelent Import
usn, U$S EQUIV. Uss, weN, us 1.00 oS
“ =cin 113 :
3,700 . RIEVAZIRD
Slavator Ceopleta 33,243,315 289,072 62,928 2,892,168,405 25,249,264 3,475,606
Auxiliary Fasilitiao 6,448,050 56,070 18,412 464,253,500 4,837,040 1,328,666
Fower Plong 5,433,750 47,250 37,800 331,458,750 2,822,280 » 305,006
Eratn Dryir 4,594,030 39,948 35,353 257,265,680 2,137,688 2,013,318
or N, KEBVASORS 2:985,192.433 3¢,705.642 21,120,218
59330 7. ELLVATGRS .
L1lsTator Cowplats 37,277,394 324,151 69,836 5,656,163,888 49,270,952 10,624,192
413111sry Peoilities 6,448,050 56,070 18,412 793,110,150 6,836,610 2,25¢,576
P3var Plant 5,433,750 47,250 37,800 440,133,750 3,827,250 3,061,800
Grain Dryer 5,910,713 51,398 46,258 750,660,551 6,527,346 5,874,736
$2TAL OF 5,200 TOW. EIrvisoms 2:650,068.339 §§,522.348 21,825.433
9,765 2, ELEVASSES
Elavator Coxplate 43,904,259 407,863 84,313 6,332,074,965 55,061,505 11,352,253
duriliary Focilities 6,846,523 59,535 19,611 287,554,050 2,500,450 823,602
¥axsr Plant 6,882,750 59,850 47,830 172,068,750 1,436,250 1,137,800
Grain Dryor 6,768,038 58,852 52,967 885,612,976 17,709,612 6,932,677
e JON, ELEVAZ02S 1.678,210.783 36,767,837 22.331.5Cs
3,703 2. BIZVATORS 3,945,152,435 33,305,642 123,438
5,209 2. EISViTORS 7,650,068,239 66,522,358 21,825,434
9,700 £, SIEVATORS 7,678,310,743 66,767,837 20,341,594
$OTAL COST OP COUNTRY ELLVATOR FROJROT 19,273,531, 8 2

T XENNY
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UNCLASSIFIED
ANNEX ITI, Page 12 oi 15
Exhibit 11

Comparison of Benefits and Costs of Farm Bulk Storage

Facilities in Avgentina

ﬁarm bin capacity
(metric tons)

¥ind of Measure , ”
150 300 600
i. ¥R UNITS WITHOUT DRYERS,
Projected annual net savings
(m4n).- 109,188 223,413 451,863
- Projected average capital
investment 388,900 609,900 1,051,900
Measures of direct benefits
to costs:
1, Annual return on investment % 28,1 36.6 43,0
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, FOR UNITS WITH DRYERS.
Projected annual net savings
(m$n).- 116,319 237,875 480,206
Projected average capital
investment 607,212 828,212 1,270,212
Measures of direct benefits
to costa:s ‘
1, Annual return on investment % 19,2 28,7 37,8
2, Pay-back period (yeura) 5.2 3.5 2;6
3., Retio of discounted earnings
to cost{at compound interes’
of 8 %) 109 Jaa 307




UNCLASSYFIR
ATEEX IIT, pour 13 of 15
Brhitie 42

Comparison yf Benefits and Coats of
Country Elevators in Argentina

Elevator capacity

Kiud of measure (metric tons)

3,700 5,200 - 9,700

Prejected annual direct income _ '
(38, - 6,579,538 9,370,515 17,679,443

Projected afg?age capital

investment 45,346,580 50,329,397 56,876,425

Hsasures of direct benefits to
costa:

1, Annmual return on invest-

ment (percent) 14;5 18:6 31;1
2, Pay-back period(years) 6.9 5.4 3.2
3. Ratio of discounted

earnings to cost (at

compound interest of 8

percent) 1.6 2.1 3.5

Annual savings of bulk handling
to farmers (M$N).- 2,402,040 _3,375.840 6.297,240

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

lleasures of total tangible bene-
fits to costs:

1. Annual return on ingat-

- ment (percent) 19.8 25.3 42;2
2, Pcy-back period(yedrs) 5.0 3.9 2.4
3. Ratio of discounted sarnings

to coast {at compound inte- .
rest of 8 perceat) 2,2 2.9 4.7

3/ A weighted averags of the total original oust for all elevator
in each sizs group; ocomputsed as follows: 3, 100=ton. elevaters,
W8N 3,945,152,435 ./ 874 5,200 ~ton.elavators, N3N 7,653,068, 339
/' 1523 9,700-ton. elevesors, HSY 7,678,310,743 ./ 135,=
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URCLASS IFTED
ANNEX ©51, pege ik of 15
Exhibit 23

Computation of Savings to Small Farmers by

Construction of Country Elevators in Argentina

Peaos per
100 kilograms
Total cost of harvesting in sacks 8/ 99.21
Less addtstmenﬁ/for 3~yecrs useful
life of sacks <88
Plus edjustment for shrinkage in sacks 4,80
70.13
Plus adjustment for quality loss in .
~ sacks ¢/ 4.80
Adjusted total cost of harvesting in sacks 74.93
Total cost of arvesting in bulk &/ 16,29
Less storage cost included o/ (3:00)
‘ 13,29
Plus custom storags charge in country
elevator 40.00
Adjusted total cost of bulk harvesting and
gtorage 53.29
‘ e e — —
Net savings to small farmers of bulk handling _ 21,64
Total annual net gain to farmers served by
each elevator: M3N
34700-ton.elevator(11,1C0 tons.x 216.4 pesos
per.ton) 2,402,040
5,200-ton.elevator{15,600 tona.x 216,4 pesos
per ton) 3,375,840
9,700-ton.elevator{29,100 tons.x 216.4 pesos
per ton) 6,297,240

a/ Table T4, page 210 the Agri Research report.

b/ At two-thirds the cost of sacks included in the above
figure.

¢/ Table 75, page 211 the Agri Hesearch reposts.
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Koibte 1

Projected Annual Savinga, Direct Exponse and Net

Direct Savings from Bulk farm Storage-Uniﬁg,-

| Projections for Individual farms
i with bin Cap%g%g*es of: (metric

; Typ2 of Income and

: Expense 150 300 600
-; |
' Aaaual volume stored(ton)é/ 225 450 900
Savrings from bulk storage(pasos :
par ton) b/ 616, 40 616,40 616,40
Teval annual saving(m3n) 138,690 277,380 554,760
Dirset 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
¥et savings from bulk storage 109,188 223,413 451,863
r—— i
Net income from grain dryingg/ 7,131 14,262 28,523

Potal net income Pfor units
with dryer, 116,319 237,675 480,206

8/ A% an average annuel turnover oz 1.5.-

2/ As indicated by thas previony tadla,-

2/ For maintenance and reraira; computed at 1.5 percent of the
cost of the bin plus 3,0 rercent of the coat of the aquipment.,
See table 72, page 206 nf +hs dgri Research report,-

g/ At 94,00 pesos per metric ton, .ncluding labor, fuel, fumigenés;
insecticides and shrinkage. See table 73, page 208 of the Agri
Research report.-

8/ At an estimated level of 126.77 pegos per msiric ton adcvs direat

drying coate,- ' )

¢
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ANNEX IV, page 1 of 2

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 luternational Development (A.I.D.) by the Foreign Assistance
Act of 1661, as amended, and the delegations of authority issued
thersunder and after consultation with the Development Loan Com-
mittes, I hereby authorize the establishment of a loan pursuant to
Part I, Chapter 2, Title VI, Alliance for Progress, to the Banco

d¢ la Nacion of Argentina (Borrower) of not, to exceed twenty-one
miliion seven hundred thousand dollars ($21,700,000) to assist in
financing the costs of constructing on-the-farm and country elevator
f£rain storage facilities, this loan to be subjact tc 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
five (5) percent per annum and a credit fee of three-
quarters of one (3/& of 1) percent Per annum cn the dis-
bursed balance cf the loan.

(v) If prior to *he first disbursement uader the loan, the
Government of Argentina (hersinaféer called the "Govern-
menty) so elects, the Borrower shall fulfill its Inited
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) shove
and, in such event, the Government shall pay tc A.I.D.:

8 dollars of all

(1)  the equivalent in Unives State
id to the Guvernment

amounts, except interest, pa
by the Borrower, as follows:

a. credit fee immediately upon receipt;

ORI ——.
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ANNEX IV, page 2 of 2

2.

b. principal within forty (L40) years, including
a grace period of not to exceed ten 10)
years from the date of the first disbursement
under the loan;

(i1) a credit fee in United States dollars of three-
quarters of one (3/h of 1) percent ber annum on all
amounts of outstanding principal paid by the Borrower
to the Government from the respective dates of such
Payments of Principal.

Other Terms and Conditions:

(a)

(v)

(c)

~~
fu
N

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

United States dollars utilized under the loan %o 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 Stotes (except-

The Goveranment of Argentina will covenant that within one
Yyear 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 privats individ-
uals or grain merchants and the isguance cf warehousing
receipts.

The loan shall be subject to such other terms and con-
ditions as A.T.D. may deem advisable.

Administrator

Date
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