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I N T E R 1 1 R EP 0 R T 
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:. FROI: larlo J. Schram, Consultant , 
4Tis re-ort is made as required by rticle f our Indefinite Cuan-:Contract No. AID/otr-C-1655, Work 
my first one-week trip to Panama as the consultant for the Contrac

;?t. 	 ity OrderNo. 1, at th9 end of 

tor. 	 I am includinr herein the analysis I have made of the ooera
tosoth atn ortgage Bank of Panama, a resume of the rec:omendafions I made-to that institution (hereinafter referred to 
as "BHN,11" or "the bank"), the a6Jitional information I obtained whichc!d~ influence ,the future relationship between AID and the BHN nd'4the rocommend-tions I wish to make to AID with regard tp that rela
tionshit and the successful development of a secondary mortgage 
market in ranama. 

Inasm uch as.the. car .en sit u ti o o- U.. 31-- rev eal s ser,.- n ious problems '. 
Qicbicould affect: its survival as a financial institution, it is'obviously unwise to comply literally with Article V and send just

one reort,,produced for both JAID and the BKN in English and Spanish
respectively. Therefore, as the report in Spanish, I am enclosing
five.copies of a simple reviei,' of the recommendations I made to the
BHN to'guide it 'in its activities in developing the secondary mort
,agp, market ,during the six week period that will. transnIre until I.retur-. 	 provide 'dritional assistance the In.toPanamato to bank.
will apprci your kind coopertion in delivering the five copies

<, 	 of.,'tbG report in Spanish to the BHN s that we will be in compliance 
With 'the 21 'day time limit set in ;Article V. 
InLview of ID's!well established commitments to the EHN as the 

of heinistry of Housing (MI-VI) and as the centralcontrolling Panama's savings and loan think itsystem, I 
IMportant p videfor the record my 	opinion as to the condition
 

o hd I'hy it is in the plight in'.hich we now find it, whatodbe6''one"-to 'save it and why it 	would be disastrous for Panama'forAIDto abandonits long standing efforts to 	develop 
fac ~inepe'hence' irstitutional autonomy for the bank. The 
+fat.thaLt I'Thaveb ee idvolvd 'intermittent ly'.in the matter 'of develo)ngiailiies,,for,,the',fin,-cn': of hou~sing in 	Panama since writingsavings ai, 1nd962 enables me to view its presentt, -ufin tel t ' 6yearsS of, AID'seffort to create a: viable 
system of_ ,ma country.nenanci also bring to this 



an a, 'ms t clo_61se involvement in the having workedyis nt 	 matter,
sid*Speme,,o 197 i~ devefioping secondar mortgage mprket tech

niqu1es, frth0BHN.' 
Jc-4 	 ''" 

..... .... 



-2-

I 

BHN'S EFFORTS TO COPLY WITH AID'S REQUI.Elf;>NTS 

For the past year, the MHN has been aa'wre of the nature of the AIDrequirements which would be conditions precedent to obtaining the
financing involved in the so-called 
URBE Loan. The specific conditions were stated in a letter to the bank from Chief of RHUDO/PSA,
John Kilgore, dated May 5, 1978, and this was confirmed in the project paper sent 
on June 27, 1978, to the then general manager of the
BHN from the Office of Housing in AID/Washington. Page 92 of that
document contains the following statement:
 

"Conditions Precedent to Signing the HIG ARreement ($5.4

million)
 

The National Housing Bank (BHN) shall provide, in form and
substance satisfactory to AID, evidence that it has the 
necessary administrative authority and responsibility to carry out
its role in the Project and that it has adequately planned for
its future financial development. This evidence shall consist,
inter alia, of duly approved internal regulations, an external
audit 
of BHN's financial position, and a plan for development
of the Bank as a self sustaininpg financial institution."
 
The manar-ement of' the BHI7 
has made every pcssible effort to comply
with these conditions, seeking to obtain the right to orerate with
the degree of autonomy to h'ndle its own affairs, plan and budget
its own operations and become self-sustaining. AID has known for
at least a ye',r that the iEinistry of Housing has refused to relinquish the -bsolute control it

BHN. 

exercises over the activities of the
The former general mansrer cf the bank had been trying diligently to develop sound fiscal man':,ement and sourcesnew of incomeand working capital the Thefor 2-iU. only result of these efforts;ia.- the removal of the man-(er in October, 1--78, soon after the
national elections in Panama. Hoever, the newly named general maneaer is also trying to establish ordierly administrative methods andsound fiscal policies :*.a

red the ire of the Ministry of Kousing and 


for the As result, he has also incur
h-,s a .pealed to thepresident E.nd vice -re:sident of P!anama for support in his effortsto comply w,,,ith the conditions p-recedent to the AID loan guaranty.
 

AID's persistence has finally obtained the external audit calledfor in the conditions precedent. 
 That audit for the calendar year
1977 confirms with facts and figures the information which was already known in general terms, namely that the BHT 
is used by the
AMinistry of Housing to pay for a large part of its operating expenses and all of the cost of the rrojects the MI-VI decides to build.
All of the payments are ordered by the MI-VI without any relationship established between the money spent and the limited income the
MI-VI permits the BHN to obtain. 
 This is a foreseeable result any
time a governmental institution designed to produce subsidized housing is Permitted to control the income and outgo of a finrncial
institution which is basically a private enterprise organization
in nature. The financial institution is used to acsumulate the financin 
deficits until it is either destroyed by its debts or reorganized to begin the 
,rocess anew. 
 In either case, the public housing
 



institution or branch of the overnmrent is able to produce more hous
ing than its finances "ermit, it ret'ins its .limited would restige 
at a level which satisfies the personalities involved and its doe -croyed 
fin-noial puppet is buried alon,:- with the blame for the financial 
incontinence for which it was in no >:v res-onsible. 

Briefly stated, the audit confirms that:
 

1) 	 The BHN's loss during the calendar year 1977 was -"4,051,861 and 
the cumulative loss at the end of the year was '6,355,009. I 
can add. that the loss fcr 1978 w.s undoubtedly larger than that 
for 1977 (the books for 1978 have not yet been closed) and Jan
uary of 1979 was also a losina month. This situation, will con
tinue as long- as the -ilI-VI is a,,ermitted to force the BHN to issue 
the checks the NI,!-VI wants it to ic-sue. 

2) 	The BHN is being forced to operate 1.:ith no bud'cet )f future oblig
ations, no certainty or schedule of future income -,nd ,..ith no 
control over new borro'wings or fin'nci.:l co.tmmitnts. 

3) The 
can 

BHIN 
add 

o.,ed 
that 

a7:rroximtely 
by the end of 

;ASO,0O0,000 
1978 it o'..:.ed 

at the 
!at le 

en of 1977. 
2t220,00,000. 

I 

4) The titles to 
ublic housing: 

to be cssets 
to the bank.' 

the Prroperty 
institution 

of the 

fo---er~ly o,,nd 
(KVU) w:hich, 

n,. vCr been 

by th-
bC: a law, 

lrx,_! 

no-,-defunct 

tr-_-:ferr-ed

5) 	 Thereis no "ay tc etcrmin; if >- coerlete income from the rents 
and the so-call d ortje of ehe no. non-e-::zent IVU is beingcollected by the I.:I-VI ar osi-d in-c te ban, ccounts ofthe~~~~- ' -v kH -ant ofln::ntc 

nown . a doest.h.e ist -. o,,,n n .H m"cter of policy, 
not foreclose or disposse-ss delinquent" occup.,ts of the housing 
which is surnosed to be the property and a source of income of 
the BHN. Therefore, it is obvious that there must be a relatively 
high amount of housing .. I canhich is in arrears in payments. 
add that the BHN has endeevortd to obtain the mortgages end the 
information needed to establish its real assets but the Tinistry 
of Housinn can not or will not disclose this information. 

6) 	ALthough the BH' has never received the le,7al ownership of the 
land ar.d housinr to w-hich it is entitled, it has been recuired 
by the ,1-VI to transfer more than ',5,500,000 in land 'nd project 
costs and advances to contrectors.
 

7) 	 It is known that over ,6C,00,0C0 in TVU-built housing is occupied 
by owners .ho have never 22-f'-Q mort ams The BHI', thus has no 
mortgage rig,hts to protect its inter-ct in these -roperties. 

8) 	For various reasons, usu!lly involved in poor finncil planning
 
of projects by the tI-VI, the s:los trices of housin- built by 
the Iinistry in many projects are less thsn the real cost of the 
units. In the cases wher_ this can be verified, the advances 
made by the BI exceed the silos :rices by af.,roximately N,''4,800,000 
and the deficit cannot be recovered because the sales had already 
been consummated. 
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9) As of 1977, lo',.ns had. been made by the §KI to savings and loanassociations,for pr:'ojectLs 
in ihich Al) .'s involved in -the finin tmn nr, amount of 6,77o,082. T hm -EN is resonsible for
th' debt serviceofR' and, hile the o&TJS cit savins.
thethe saills- accountsaccountsof the EN in the a,:.sociations with ths Tiort;zatJons and interest collected, .<2,240,000 .:ortE.'fin e jeyment were in arrears.The !EPHI and the SFLs have never hed adequate technical assistancein the development of a sound S&L system, all ScLs have liquidityI-roblems and the HNi has 
no reserve for the possible losses it
 

may sustain.
 

'.e can be sre that ukis uns-tisfactory condition will continue tobe shon by the BNH 
 until the absolute control which the -7I-VI exercises 
ovr the income and ex-enditures of the bank is terminated.
Neither the -li nor the .MI-VIseclms beto able to prepare a budgetwhich esctblishes projected income and expenditures for any .ivenperiod of time. 
 The bank's inability to do so 
is understandable
beur. the inform9tion must come from the NI-VI which does not haveit. Thy the I-VI does not have this Lifformation is obviously the
result of the operrtinr- methods
this type 

used by tho Ministry. As long asof control over the finsncis! institution which must servethe .I-Vi i:: continued, no institution w..:hich mi-ht take the place of
the 7:T.after that institution is destroyed can ever hope to survive.
 
Perh ps the most sifnificant inform-tion we can glean from the recent
ch'.na e in the an:emnt of tha -V and the events which took placealmost at once in the relationshio between the .inister of Housing
and the new- renceral man-
 er of t -1-2 is this: 

a) The reletionshir, -,ill C-
 ys deteriorate as 
soon as any
mana.er of the 1-77 diseq-rees with -the w..ay the MI-VI forcesthe bank to operate; end 

b) Unless the general manauer of the BEHN, whoever he is, refusesto run the bank in the way the III-VI wishes it to operate,
the bank cannot ever be a viable financial institution.
 

With reg-ard to the other conditions precedent to the UtRBE Loan, the
BHN hEs encountered the 
same roadblocks from the 
same source. The
management of the bank has i:repared its internal regulations. Butthe president and legal representative of the EHN the perare samesonage -- the rlinister of Housinm. The so-called board of the BHN
is made up of the Ninister of Housing, the Minister of Planning, the
Minister of Labor and the head of the Banco Nacional of Panama (the
equivalent of the Central Bank of Panama). 
 All are very busy, they
rarely meet and the delay in Getting approvals from the board is
long term and unpredictable. 
 As for developing financial autonomy for the BHN, the general manal-er who tried 
to do so lost his job
and the one who is now carrying on the effort may well suffer the
 
same fate.
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II
 

PECG[;KExDAT IONS 

1) 	Based on the foregoin,7 observations, it seems clear that the
 
most effective reconmenv:tion for mskinE the BHN a sound and
 
respected financil institution is for AID to devote its maxi
mum 	efforts to obtain administrative freedom fer the oL-nk. The
 
new 	 general manrager is a knowl.ddileable banker and he is trying 
to surround himself with car-able a-,-sit.rce. He a-iears to have 
more ro-;erful political br.ching than the deo-ued msn a.er had. 
With strong backing from A D, directed to the highest level in 
the Panamanian government, the new 'rinistration in the BHN can 
be rut in the r osztion of truly running the raffairs of the bank 
so as to develop th3 institution into ares.ecd finrncial arm 
of the inistry of Housing. The HN would then also be able to 
build the S&L system into the effective financier of low and 
middle cost housing it was intended to be.
 

In my opinion, the only way in which the BHN can be relieved of
 
the unbearabla financial position in which the MI-VI continually
 
places it would be for the U. S. ambassador and the director of
 
USAID/Panama to make a joint appeal to the president and vice
 
president of Panama to give the BHN the status of an autonomous
 
institution. Until an amendment to the organic law of the BHN
 
can 	be passed, giving the legal representation of the bank to
 
its 	 general manager, the same chanrge can be made by a simple 
delegation of that authority to the manager by the Executive
 
Committee of the bank, a procedure which is contained in the
 
law as it now stands but which the Minister of Housing refuses
 
to permit.
 

With this simple change, the !BHN would have the ability to work 
as a bank should work, it would be able to keep its expenditures

in line with its income and it wou.ld be able to seek additional
 
sources of working capital while it develops new methods of
 
obtaining income from its operations.
 

2) 	 The most convenient and immeciate source of both new working 
capital and additional income for the BHN is through the devel
opment of a secondary mortgage market. AID and I hove been work.
ing toward this goal for the past 18 months. The method has 
been established, the documents printed, the personnel of the 
bank has been trained, contacts have been made with interested 
prospective investors and the management of the Mnk, past and
 
present, were and are anxious to sell their mortgage-based secur
ities as soon as they are permitted to do so with the continuity
 
and efficiency that such a market needs.
 

The need for AID's help in developing autonomy for the BHN is
 
emphasized by information which I received while in Panama last
 
week. I had been informed that, after a year of effort by AID
 
and by me through advice to the BHN and the MI-VI, the BHN had
 
obtained a resolution from the bank's board of directors, signed

by the Minister of Housing as president of that borrd, authoriz
ing the bank to sell mortgages in the secondary mortgage market.
 
It also authorized the S&Ls to make such sales under the control
 
and 	direction of the BHN. This resolution was dated August 28,1978,
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was rc.... by th 31 in ' t ..br and I saw it on February?,
1979. -e conir not find it in iD's files but I obtained a copyand JiUD,/:SA no, h s it. ile it is echnically such an authorization, it still denies the bank the means of developing an,g-ile and effective marl:et in-uh'.the .inister o'fousing expressly retains the authority to sitfn each and every document, transfer,check, agreeien;, etc., involved in the administration of such a
market. In addition, tho wording< of the resolution anrDears toreouire that the mranaer of th, Y{hC must rive to the board, as acondition precedent to . r in ,ly transactions, a prior detailedstatement of what will be o1 for how, much, under what terms,for how lonrr and to whom -..n obvious iros.'ibiiity. Noinvestori o n will wait,a c c e r'eiis ) i innv o , -.- nd,t o mone. id unt~l1 the a ts suchu n t i t h rketke.- s s c7permission to acce..t t.v nnt .nd the S&Ls will not putthemselves -.in tho -,osition o" n_:fotitin. sel!es and then beingdelayed by the la.ck of a uinaure (as they now are in all transautions with the -.,'1%because the mana.er cannot sign anything)or rejected because the .mrket h-s no continuity.
 

..'.rfore, i h.s been taiain.- since the new manaCger 
 was

named lrist 0 cto1-,-r for me to guide it in this new situation.

I have been re.d. a nd .eitin to do so but 
 AID did not authorize th:.. asi sance until_ our vont.s later. i have now informed
th.. t.. n,-- . .c..s of as to the methodsby ,.]ir th s-le. cen be r."' ,"'b for th., contacts ,,e had orev
iou y "h.:- , " ' _
cOrvalmc-Ction of 7... curi . Ho,,wever, a new,r S C.0'n he - ., b 7en in:ormed that the-United ..... h otn.-d hcCP' . ova! to send a consulta ,ton econ _ .o_-- .e r arkets but the time ,of arrival, 1. o f Vice , ' . oe and all otherdetails are still, -un.no-,.. _os not *,..,ant to wait and Ihave acC oo ann wet_ ':'-•it it _ can berin to neotiatemortga-e sales. h vc a>so ,f,: -n ., cooperation to the U.
office in ."eane ma in r.rovidin:-- full :n" ~--i.ono-nanand backgrounb ckground 

N.
 

on the work done to date never their consultant is readycome to "anama. Put ,:,_itin- for 
to 

another round of investicationswhich will cover the sane: pround alrea-y covered by many committeesand technicalrecomen tb. advisers will only a-d,i su- or th- to the -'s IB aroblems.r.e-com•mend tht AI) ortzh osition of The bank and the adviceI have given it to s-, .ellinr its securities with the technioues 
it now., has. 

Th, f astest wa. for the ,i. to thethvelors-condary mortgaremarket and obtain n-:' capital and incc-:-, is to exrloit the willn-ness of com-ercil b a'
nS to invest :.n _.H'N securites as themost convenient way to com-rly with the la.. which requires themto invest 50r6 of their d_-_oZits in housing loans. The contacts 
w,.,ere made l;.st year and only reason why this m.rket was notalready opened was th. !. of permis ion to make the sales. Thewill renew these contactsbank and the offers previously
and I .,ll help them on my next 

made 
trip to Panama. I have alsoadvised the BHN to obtnin the apTrova! of the banking commission 

to allow the commercial banks to use the PHAI-approved rortgagesas Covernment insured assets which can be deposited in custodyof the Banco Nacional as part of thc legal reserves of the commercial banks. 
This would cive them an income from what is now a deposit which bears no 
interest at 
all. The bankers have told
 



us of their desire to sur ort this r"cucst by the 71N whichwould "reatly 	 ,-c roductvity the-- incre"-, - the r -'uc of s:cn- . ;"e S_, ncl.,ryyot riort

-ror'er ?elorm.nt of - .. u_3co ry.... ',o-tn'nr~- arket wo makethe 	SC.Ls in R<.n,.ma as dynIrwic a f.ctor in the lcn- term fin:-ncing 	of low a middle cost housinr, as T,L systems have proven
to be wen well organized. in other dcvelop nv countries of LatinAmerica. In ad:dition, it must be recof-nized tht the construc
tion industry and the '-rolction of buildi r- are 	 the
largest source of emf loym nt _or .: uns ille a and semi-skilled
labor :'hich forms the orar-f1 'la orl: force. :iiththe decline of the constructi o nnduIry due to ov..bi.ildi.n- ofhieh-rise types of expnive ?,ol :n for 	which There is no readymarket in Panama, the re.multnt une loy!s-ent has creted a serioussocial. robl-In for -- Cncea-1--in, .,D's su-port ofthe l1ion. 

proper develorment 
 of the 1H." .'ill arovide benefits for many
phases of the ,Pan-amania-economy. 

4) 	 Imitation is a form of f£12ttery .n the P, can be flattered by
the recognition of the 7c-ethod it *ill use in veloping its iortgage market which. has no.., comne fro: an unc-c source. 'heCajs de Ahorros waas onel of thc, 	 c osion to th ,-.a of eneratin. 	a Secondary mort ace marU D-o: w 	 hu investing c c'Uyof middle income peole. 'o r'rv thi. ro'-ition to our methodof sellin7 mortgage ri-hts n F', insured ora n sall denominations on sight rd:h.tion te..... with an u-p'-rJ _-nn'1c'~e ofinterest r cat .s as an inc.-nUiv fo r T 'r-,en nc,3 o :at inVZ sments, I met with the -17- an, s. n'- r-ann;-e of h r jade Ahorros and explain 
 e 4 1 uc h 01 	 hr tC 'riueswhich had proved so succe.-.f n o-. ca and th Do..nic.n 
Republic. On -ebrury 7, -i79,the OajC 
de ",horroc announced in
 
newespaper ads and new.s 1,r 
 th-	ati 1s now., of; r r "a vin-sCertificates" to the public, rd,-eemable at sight, o'fered :25
$50 	 and $100 denominations, ,vrith scealea of inter-st wrtes payablethat increases with the lenath of the investment 	 Neod,o better 
confirm',tion of the validity and 
viability of the no hods I have

developed for the BHN could be 
obtained and, while it would have
been better for the 
nH,, to have h:d the permission to be the first
to use the technioue when it ,.'s established for the bank a year

ago, the offerings the ban: 
can 	ma]ke no'w have additional advantu,e

for 	the investor th- t will make it ios.<:ible for the 	BHIN to obtainthe 	 share of the m'rket it needs even in the face of this presti
gious competition.
 

5) 	 At the reauest of the BHN, I am -rranin: to send its new assist
ant man:Eer and reneral manager to Costa Rica for a few days each
to study the efficiency and effectiveness of DCAP's secondary

mortgage market and its performance as the central controlling,

institution of the Costa Pican S&L system. 
 Both of these offi
cials are convinced of the need for a 
secondary mortgage market
and the BHN's ability to create it and 
a viable S&I system. I
 am arranging to let them see 
such an institution and activity

in operation, particularly so thrt they 
can know how few people

it takes to do an effective development job.
 

6) 	 For the past 18 months, the DHN, AID and I have been trying to
 

http:R<.n,.ma
http:elorm.nt
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obtain for the bank documentary evidence of the large rortfolioof land titles, le.ases and. mortic'es Vorhich the BUH, owns but has never seon. We have been told r:. eat-n]ly that considerable 
-rogress ,, bein7 ma,e in (3veloing the documentation, locating titles and curii.-' def(-cts '...hich !r:-vcnted recording of mort
ca:es, etc. It is now clear that no material prori'ess is beingmade by the FI-VT -n these tasks and it is my opinion that thework will not be done until the iiHU is given the authorit5 to
do it, I am mrentioning this and 	other matters w,.'hich show thedifficilty of rgettinF things done by the "'I-VI as a way of providinr, back-round information to USAID officials who cameduty 	 onin recent months and may find it difficult to believe thatwh,,t they hear from the Vlinistry of Housing with regard to finan
cial matters an-, assets cannnt be substantiated as factual. 

7) I stronFly recommend that AID be very cautious in permitting the
t'I-VI to obtain the use 
of committed and future AID-controlled
 
funds for housing. The retention of financing is the only leverage which can put the II-VI in a position where it has to actlogically and perform in accordance with its commitments. Thisleverage, in my opinion, should bespent only after AID obtains 
a result which is desired. It 
should never be expended for an
 
agreement to do something in the future.
 

I have already stressed the fact that the BHN is given no opportun
ity to guide its o..rn affairs. 
I could provide many examples to
 amaze those who believe th:,t logical things are done logically
by carable people. Let me 
limit myself to just two more examples

of how the rMI-VI operates with regerd to the BHN: 

a) 	 A $30,000,000 loan was negotiated with a foreign bank last 
year. The .EHN was the borrower. The BHN learned about theloan for the first time two days before the loan was to be
signed. The information came from a casual phone conversa
tion from someone in the government, asking if the BHN was

all prepared for the signing. Neither the manager or assist
ant 	manager knew that a loan was being negotiated, for what
 
purposes, terms, time frame, etc.
 

b) 	While I was 
in the BHN last week, I saw a recent notice from

the Banco Nacional of Panama which informed the BHN that the
bank account of the latter would be permitted a $10,000,000

overdraft. Knowing nothinr of the matter, the BHN made in
quiries and learned that the Einistry had obtained an agree
ment from AID to permit an advance in that amount against

future AID financing, the MI-VI had informed the Banco Nacional and arranged to be able to drrw on that promise by charg
ing the obligation to the BHN which, without knowing why,

when, where and 	 for what, will incur this liability which
becomes a debt to be repaid by the BHN. 
 However, the BHN

has no assurance that a corresponding asset in the form of

10,000,000 in cash will ever be given to the bank.
 

I share the BHN's concern about this matter but I, as a con
sultant for AID and the bank, am forced to wonder if the MI-VI's

need for $10,000,000 can still be used 
as leverage to obtain

for the BHN enough autonomy to enable it to comply with the
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"Conditions Yrecedent Sirning theto HIG Agreement" 'or the$'41.4 million Shelter Component of the URBE loan which I have
already mentioned in thic report. T do not kno;." the answerbut the ouestion is certainly an intereuting one which I do
s1,&6et merits investigcation by AID at this time. 

8) I strongly recommend to AID that it lend its support to the
do-velopment of a dynamic and viable savings and loan system
through the BHIN. The bank l',ls expressed the desire to make thechenges necessary in the Tresent system to build a sound operating method for Lhe fiv- S&'Ls no,., itsunder control. The effortto create s Food sd of typethis da-s bck to 1962 but theone essential factor which is needed for success in th,-t undertakinr is capable : nd exrerienced technical assistrnce. . .and th-t has n-ver been provided by AID in Panama, even thoughthe principle of encouraging SSL development has been AID policy
for the p-st decades. The followingtwo is a quote from a reportI made to AID on December 9, 1977, shortly after I began workunder my previous contract ,.ith the 2}HL at AID's recuest: 

"To convince an-one of cI ntial value of a ..;ell run S&iSyszem to - oein,- coi ntry of a-.proximately the sameou1 2 0 it only necessary to look atthe S-:L sztisics of neir'hborin7 Co-ts Rica and comparethem "ith tho- t eof.h.. 
Or 

s _c- of Panama. :he 'yst-m in-..
 es; r that of Coc-taRica beran only 6 .-. ccordin to ltest s tistics available, 
y:rc a,:o U-] the-h. t stat 

-aho!-rma financedan aver_'- C es t han 8 hou in,.. cf . units o month during the ga onlyyear 1976 and a v e -- d I" houinf: units month,er duringthe first half of' 19_77. syteCo ic 's SS- se hsbehas been
financing ap._A oximately 
p~ houses per month in 1977.
ama's S&Ls lent only 

Pan
,,00Oin I76 ani 73,000 duringthe first half of 1977. 
 Costa Rica's system is lending more
than $30,000,000 per year for housinr7 for low and middle
income families. Approximately half of that capital is obtained throufh sales in its dynam-ic secondary mortgae market."
 

I can nol.., tell you that P.Danama's S-Ls are doing less lendingthan they did nowwhen that report was written and Costa ica's system, with the same number of entities, is no,., lending at therate of 350 units per month, with approximately -20,000,000 peryear in secondary m-ortgage murket sales. Even though a substantial part of those sales are redeemable at sirht, the rate of
redemption has remai-ed well under 5sh ere
 
-ae record will show that the Costa Rican system was builtme, from the writing of its organic law, 

by
through the development
of its member units and oper,_tin.- methods and including the creation of its second2.ry mortgage mLarket end marketin- techniques.
I can do the same fo. Panama. I therefore recommend that a small
part of future financing through AID and/or the HIG Loon rrogrambe designated for AID.-approved technical assistance which I am
ready and qualified to provide 
on an intermittent basis to build
the S&L system into a financially powerful and independent factor
for the long term financinr- of lo,.. and middle cost housing, under
the control of a BHN with administrative autonomy.
 

http:second2.ry
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9) 2ercnt ofni: m.n -ar the P: i -:reparinr a complete restructur
izatidn of the orff.anisation of the bank and substantial changesin it.- 'er-onnel, all of which is sorr'-ly needed. I ihve not yetL.ad the oportnitUv- to examine in detail the T)roTosed orcanizations l c :i-'t _Ut th' t is one of the tasks scheduled for my nextviit underto ,n the current contract. The schedule established for the remainin- t,,,,o -..eeks of my services in Panamathe 1th throuh 2jrd of V.7arch and the 16th through 20th of 

is 
April.I r.c:commend th -i AID arprove thi-- schedule so that I may makethe trvel plans anr business arrconements necessary to enableme to fulfill tLt schedlu e. o simplify the communications


.roblcm, I shall coni er th- t .chelule as operative, since it was r2de vith the .,ri oval of the and shallEM, I abide by itunless I --:...rent inst.ructions from AID. 
However, I must reruest morc consideration from AID in thismatter than I received in the scheduling of this contract. Ihave been keT)t in readiness to perform since September of 1978,with numerous ch::nges of plans by AID at the last moment. Thishas meant thatI w,'as kept "uneinployDd" by AID, for all practicalpurposes, for almost five months, juct to comply with my agreement to supply three waeeks of services. Th,.-re is no aay that Ican recover the financial loss this treatment by AID has caused,a loss which was unnecessary inasmuch as i can find no concurrentbenefit that the Aency otained from those delays. In fact, Tbelieve a bad situation bcme worse because of the time lost.Therefore, i would abLr:.ecir-te the acceptance of the proposedschedule, !keeTinu in mind the fact that the completion date formy contract is set by AID at Apri! 30, 1979. 


