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To the President of the Senate and the 

/ Speaker of the House of Representatives 

The General Accountmg Offlce has revlewed the Agency for Inter- 47 
1 natlonal Development’s admnnstratlon of economic developm&t projects 

P 
for Colombia As a result, we believe that there 1s a need for improve- 
ment m the planning for, and the supervlslon of, United States-financed 
development projects not only in Colombia but also m other countries 
This report presents our fmdmgs and recommendations 

We found in our review of the private investment fund project-bin 
which the Agency invested the peso equivalent of $38 mllllon--that at least 
$24 mllllon had been used for purposes either contrary to United States 
objectives or of questionable need and priority In our oplnlon, the prl- 
mary cause was the Agency’s release of project funds without establlshlng 
adequate crlterla and controls to govern their use 

We also found m other projects m which the Agency had invested the 
equivalent of about $30 mllllon (in dollars and pesos) that progress was so 
kmlted, m terms of accompllshlng Agency objectives, that the projects 
had not produced the benefits intended in any slgnlflcant amount The 
projects included fertllleer production, agricultural resettlement credit, 
primary education and a related educational televxslon system, and feast- 
bzllty studle s In our opmlon, the primary cause of these dlfflcultles was 
the Agency’s approval of projects without determmmg that they were fea- 
sible or that the Government of Colombia was wlllmg and able to effec- 
tlvely carry them out m a timely manner 

In commenting on our review, Agency offlclals agreed generally with 
our flndmgs and stated that actions now berng taken would strengthen con- 
trol and supervision over the proJects reviewed 

Although the actions now being taken by the Agency may correct 
many of the deflcxencles which we rdentlfled, we believe that addltlonal 
steps should be taken by the Agency to prevent similar deficlencles from 
occurring m projects for Colombia or other countries Therefore, we are 
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recommending that the Agency establish criteria which ~111 facllltate de- 
termination of reclplent country capability for lmplementlng and admmls- 
termg United States -financed proJects 

This report IS being sent to the Congress because of Its slgmflcance 
in relation to the contlnumg congressional interest m the admmlstratlon 
of the foreign assistance program. We believe that the steps we are rec- 
ommending are important to correctmg admmlstratlve deflclencles m the 
foreign aid program pointed out m the report 

Copies of this report are bemg sent to the Director, Bureau of the 
Budget, the Secretary of State, and the Admmlstrator, Agency for Inter- 
national Development 

Comptroller General 
of the United States 
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REPORT ON REVIEW 

OF 

PROJECTS IN COLOMBIA SHOWING NEED FOR 

IMPROVEMENTS IN PLANNING AND SUPERVISION 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

DEPARTmT OF STATE 

INTRODUCTION 

The General Accounting Office has examined into the adminIs- 
tration of economic development proJects in Colombia--private in- 
vestment fund, fertilizer production , 
lated educational television system, 

primary education and a re- 
agricultural resettlement 

credit, and feasibility studies --which were financed with economic 
assistance funds advanced by the United States.? The United States 
assistance for these proJects was administeredrby the Agency for 
International Development (AID) and its predecessor agenciesl--the 
International Cooperation Adminrstration and the Development Loan 
Fund. 

Our examination was made as part of our continuing review of 
activities of the forergn aid program, pursuant to the Budget and 
Accounting Act, 1921 (31 U,SrC. 531, 
ing Act of 1950 (31 U.S.C. 67). 

and the Accounting and Audit- 

On the basis of a preliminary survey that we made of AID- 
assisted development proJects in Colombia, we selected the individ- 
ual proJects described in our report for examination as representa- 
tive of maJor proJects, the successful accomplishment of which 
could contribute significantly to the economic development of Co- 
lombia and could further United States objectives in that country. 
Our examination did not include an overall evaluation of the activ- 
ities of AID in Colombia. 

1 AID PS used throughout this report to identify the present and the 
predecessor agencies which have administered the aid program for 
Colombia. 
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The examlnatlon was dlrected prlnclpally to a review of the 
admlnlstratlon by AID of SIX selected projects to determlne If the; 
were materially contrlbutlng to the accomplishment of United State= 
economic assistance obJectlves In Colombia and were being completei 
and utlllzed 1.n a reasonably effective, efficient, and economical 
manner. Our examlnatlon was made at the Washlngton Office of AID 
and at the Agency's overseas Mlsslon In Colombia (referred to In 
this report as the Mlsslon). The scope of our examlnatlon 1s fur- 
ther described on page 36 of this report. The offlclals prlmarlly 
responsible for the admlnlstratlon of the economic and technical 
asslstance*program for Colombia since 1959 are shown In appendix I. 
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BACKGROUND 

The basic authority to finance capxtal activities in foreign 
countries 1s found In the Foreign Assistance Act of 1961, as 
amended This act provides that, under the direction of the 
President, the Secretary of State shall be responsible Sor the con- 
tenuous supervlslon and general direction of economic assistance 
The Secretary of State has delegated to the Admlnlstrator, AID, the 
above responslblllty 

The statute provides that capital activities may be financed 
by development loans or grant funds for the purpose of promoting 
economic development of less developed friendly countries and 
areas. In determining whether to provide financing for a proposed 
capital activity, the basic authority requires, and It is AID's 
policy in accordance therewith, to take into account various eco- 
nomlc and technical factors to ensure that the activities are A 
soundly conceived and effectively Implemented. 

Direct responslbllity for the planning and preparation of a 
capital activity is borne by the prospective borrower or grantee. 
AID is responsible for ensuring, to the extent possible, that all 
such technical and financial plans are adequate and feasible. 
After a loan or grant is extended, the prlnclpal role of AID in 
proJect implementation is to keep the actlvlty under surveillance 
to ensure that physical and financial progress is in compliance 
with all agreements and plans and IS proceeding with due dlllgence 
and efficiency in conformity with sound engineering, management, 
and flnanclal practices. AID 1s also responsible for working di- 
rectly with the borrower or grantee on any problem affecting the 
progress of the proJect. 

United States assistance to Colombia began in 1942, in the 
form of technical assistance, under the administration of the for- 
mer Unlted States Institute of Inter-American Affairs. An expanded 
assistance program was initiated In fiscal year 1951 and was fur- 
ther expanded in fiscal year 1963 by a bilateral agreement signed 
on July 23, 1962, Under this agreement, the United States is com- 
mitted to assist Colombia in achieving economic and social progress 
by furnlshlng such economic, technical, and related assistance as 
requested by Colombia and approved by AID 
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An Important part of the assistance furnlshed to Colombia has 
been In support of speclflc economic development proJects. The 
foreign exchange requirements of such proJects were financed by 
dollar assistance In the form of loans and grants. The local cur- 
rency costs were financed with Colombian currency (pesos) generated 
bY 

1. United States-financed commod-Lty Imports. 

2. The sale of surplus agricultural commodltles under the 
Agricultural Trade Development and Assistance Act of 1954, 
as amended (7 U S C 19611, commonly referred to as Public 
Law 480. 

3. Direct dollar loans,, 

The United States owns or has Joint control of, and AID has pro- 
gramming responslblllty for, all such generated local currency. 
These funds constrtute an important tool of assistance and are to 
be used to improve the total pattern of a reclplent's resource use. 

With respect to proJects financed with United States owned or 
controlled foreign currency, although not a statutory requirement, 
AID's general pol,hcy 1s to apply the same standards of economic and 
technical feaslblllty as outlined above for proJects financed with 
dollars. 

Cumulative obllgatlons for proJect assistance as of June 30, 
1965, totaled about $100 mllllon in dollar loans and grants' and 
the equivalent of about $123 mlllron In peso loans and grants. 

The following schedule shows the total dollar and peso assls- 
tance furnished for the development proJects discussed In this re- 
port. 

1 Cumulative obllgatlons for prolect assistance as of June 30, 1966, 
totaled $104.4 mllllon. 
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Prolect 

Pesos 
(dollar 

Dollars equivalents) Total 

(millions) 

Private Investment fund $ - $37.8 $37.8 
Fertlllzer production 11.5 11.5 
Agricultural resettlement credit 8.0 8.0 
Primary education 3.5 3Tl 6.6 
Educational televlslon .6 .6 
Feaslblllty studres 4.0 4.0 

Total $68.5 

A draft of this report was submitted to ATD for review and 
comment In August 1966. AID's cQm.ments dated March 17, 1967, are 
included as appendix II and are recognized In the appropriate sec- 
tions of the report. 



FINDINGS AND RECOMMENDATIONS 

NEED FOR IMPROVEMENT IN MANAGEMENT OF 
UNITED STATES ASSISTANCE 
FOR DEVELOPMENT PROJECTS 

Our review of the prrvate Investment fund proJect, In which 
the Unlted States had Invested the peso equivalent of $37 8 mll- 
lion, Indicated that at least $24 mllllon of the funds were used 
for purposes contrary to United States obJectIves or of questlon- 
able need and prlorlty. These are summarized below. 

About-$8.5 mllllon worth of pesos from the prlvate‘lnvestment 
fund was loaned to increase the production of sugar for export, 
contrary to *AID policy prohrbltlng assistance for commodltles In 
excess world supply. Also about $24 mllllon worth of pesos (In- 
cluding a maJbrlty of the above-noted $8.5 mllllon) was loaned to 
large borrowers Instead of to more needy small- and medium-sized 
firms with growth potential to which the Foreign Assistance Act of 
1961, as amended, assLgns the highest practical emphasis. 

We also found, in regard to proJects In which the United 
States had invested the equivalent of $30.7 mllllon--$16-l mllllon 
In United States dollars and $14.6 mllllon worth of pesos--for fer- 
tilizer production, primary education and a related educational 
television system, agricultural resettlement credit, and feaslbll- 
lty studies, that progress In terms of intended AID obJectives, as 
related below, was so llmlted that, in our opinion, these proJects 
to a large and essential degree had not produced the benefits in- 
tended as of the time of our review. AID's comments concerning the 
status of these proJects as of early 1967 are included as appen- 
dlx II. 

The fertlllzer production proJect, whrch was designed to pro- 
duce nitrogenous fertilizer, had substantially failed to achieve 
the rntended $5-mllllon-a-year reduction In Colombia fertilizer 
imports. Adequate facllltles were not constructed for mixing the 
nitrogenous fertilizer elements with other fertlllzer elements to 
produce the types of mixed fertilizer demanded by Colombian farm- 
ers. 

The agricultural resettlement credit proJect failed to In- 
crease the resources available In Colombia for agricultural reset- 
tlement credit --the obJective of the proJect--because the Govern- 
ment of Colombia used the funds provided by the United States for 
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the proJect to pay off old debts to its Agricultural Credit Bank 
and did not subsequently provide the resources, from Its budget, 
for agricultural credit purposes as It had agreed 

On the primary education proJect, whz.ch was to develop the 
facllltles necessary to provide basic education for all primary age 
children In Colombia by July 1965, progress had been substantially 
less than intended inasmuch as (1) only 4,983, or about 23 percent 
of the 22,000, classrooms which were to have been completed under 
the proJect by July 1965, were completed or under construction at 
that time and (2) almost no progress had been made toward allevlat- 
lng the serious shortage of quallfled primary teachers In Colomb-La. 

On the related educational televlslon proJect, approximately 
650, or 43 percent, of the televlslon sets provided by AID In early 
1964 had not been installed as of September 1965 due prlmarlly to 
the lnablllty of the Government of Colombia to provide the neces- 
sary technlcal personnel. 

On the feaslbrllty studies proJect, more than $3 9 mllllon of 
a $4 mllllon loan made to Colombia by AID, 1.n June 1963, for feasi- 
bility studies remained unutlllzed as of January 1966 due to the 
Government of Colombia's (GOC) lack of a structure capable of ef- 
fectlvely admlnlsterlng the funds 

The primary cause, In our oplnlon, for the shortcomings on the 
private investment fund proJect was AID's release of funds for the 
proJect without establlshlng appropriate criteria and controls over 
the use of the funds. 

We believe that the underlying cause for the llmlted progress 
on the fertilizer production, agricultural credit, education, and 
feaslblllty studies proJects was AID's approval of the prolects 
without obtaining sufflclent evidence that the proJects were fea- 
sible or that the Government of Colombia was wllllng and able to 
effectively implement them In a timely manner The relative lack 
of accomplishment of intended United States obJectives on all of 
these proJects, In our oplnlon, demonstrates a slgnlflcant need for 
Improvement zn the planning for and surveillance of the use of 
United States assistance on such proJects 

It was also evident, In our oplnlon, that the degree of plan- 
nlng for the proJects financed entirely with local currency--the 
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private Investment fund proJect and the fertlllzer productlon proJ- 
ect --was more limited than for the proJects for which dollar fl- 
nanclng was provided Further, on the basrs of our review of AID 
records, we believe that there was a lack of vlgllant surveillance 
by AID to ensure proper utlllzatlon of United States-furnished as- 
slstance on all the proJects we reviewed. 

. 
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Funds for private credit used for purposes 
contrary to United States oblectives or 
questionable need and priority 

During the period March 1963 through August 1965, AID released 
to the Government of Colombia the equivalent of $37.8 million in 
pesos for a private investment fund (PIF) PrOJeCt. The obJective 
of this proJect was to provide credit resources, unavailable 
through normal credit channels, to Colombia's private sector for 
the purpose of increasing and diversifying exports and replacing 
necessary imports of basic goods. Our review of the proJect showed 
that 

Approximately $8.5 million worth of pesos had been made 
available to private borrowers for the purpose of In- 
creasing the production of sugar for export, although 
sugar was in excess world supply and AID policy prohibits 
the furnishing of assistance for the production for ex- 
port of sugar or other commodities in excess world sup- 
PlY* Also AID records showed that atleast $4 million of 
these funds were loaned to firms that had sufficient 
credit or other resources available to finance the pro- 
posed proJects. 

Approximately $24 million worth of pesos (including a 
magorlty of the above-noted $8.5 mllllon), or 67 percent 
of the pesos which had been loaned to private borrowers 
as of August 1965, had been loaned to large firms, al- 
though a comprehensive study in 1962 by a well-known 
United States research institute had pointed out that 
small- and medium-sized firms in Colombia had the great- 
est need for additional credit resources, as well as a 
signlflcant potential for growth, for replacing necessary 
imports of basic goods and for increasing exports Also 
the Foreign Assistance Act of 1961, as amended, assigns 
the highest practical emphasis to small firms. 

The commercial banks, through which the loans were chan- 
neled after being approved by PIF management, were per- 
mitted to make interest charges--as high as 6 percent 
annually for a loan--primarily for guaranteeing the loan, 
although the banks incurred little risk since they re- 
quired security from the borrower in excess of the value 
of the loan. 
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On the basis of our revrew, we believe that the prlnclpal 
cause for the srtuatlon described above was the release of the 
funds by AID wlthout frrst establlshlng adequate criterra and con- 
trols with respect to the utlllzatlon and management of the funds. 

The PIF was established by the Government of Colombia in Feb- 
ruary 1963, on the basis of the recommendation of the International 
Bank for Reconstructron and Development and AID, to provide credit 
to Colombia's private sector that was unavailable through normal 
credit channels, AID Initially released $6.7 mllllon worth of 
pesos to the PIF In March 1963 and, as of August 1965,had released 
a total of $38 mllllon worth of pesos to the PIF, In addrtion, 
AID signed a $10 million loan agreement with the Government of 
Colombia In December 1964 to cover forergn exchange costs of PIF 
loans. However, at the time of our review, no funds from the 
$10 million loan had been disbursed. 

Colombia's Bank of the Republic was given the responsibility 
for adminlsterlng the PIF, and the PIF was made an Integral part of 
the Bank of the Republic. The Bank of the Republrc established 
certain policies and procedures under which the PIF was to be op- 
erated, including payment to the bank by the ultimate borrower of 
an annual fee of 4 percent to cover its Interest and admlnlstratlve 
expenses. These policies and procedures also provided, among other 
things, that PIF funds would be channeled through commercial banks 
to approved applicants and that a maximum of 3 mllllon pesos 
(equivalent to approxhmately $330,000) could be loaned for a com- 
plete proJect, other than for exceptional proJects. The commercial 
banks were permitted to charge an additional 4 to 6 percent annual 
fee depending on the duration of each loan. 

Our review showed that, of the equivalent of $36 mllllon In 
loans made by the PIF as of August 31, 1965, about $8.5 mrlllon wa: 
to firms In the sugar industry for the purpose of export expansion, 
although sugar 1s a surplus agricultural commodity. AID's policy, 
which was In effect when these loans were made, prohlblts the fur- 
nishing of assistance for the purpose of producing agricultural 
commodrtles for export which are in world or United States surplus, 
sugar had been determined by AID to be a surplus agricultural com- 
modity. AID offlclals found, as early as March 1964, that gen- 
erally sugar industry firms In Colombia had no real need for loans 
from the PIF, because they had ample resources and lines of credit 
from other lending rnstatutlons. 



The Dlrector of the AID Mrssron In Colombra expressed the 
oplnlon In January 1966 that these firms obtained loans from the 
PIF possibly because the funds were available at less than market 
prices. The Interest rates on loans obtalned from PIF were from 
8 to 10 percent a year compared with market rates which were from 
14 to 15 percent a year. He also informed us in January 1466 that 
an understanding had been reached with the PIF management that no 
addltlonal loans, beyond those committed, would be made to the 
sugar industry until the question of future Investment in sugar 
could be resolved. 

Our review showed also that 43 of 99 loans approved by the PIF 
through August 31, 1965, were for loans which were In excess of the 
established maximum llmlt of 3 mllllon pesos ($330,000) referred 
to above. Of the 43 loans, 23 were for amounts In excess of 9 mll- 
lion pesos ($1 million). 

Approximately $24 mrlllon in loans were made to large firms. 
AID had not developed or establlshed any deflnltlve crlterla re- 
gardlng the sizes of firms in Colombia which had the greatest need 
for credit. However, a comprehensive study of Colombia's small- 
and medium-sized industry development requirements made In 1962 by 
a well-known United States research institute polnted out that 
small firms (gross assets below $55,000) and medium-srzed firms 
(gross assets from $55,000 to $220,000) In Colombia had the great- 
est need for additIona credit, as well as a significant potential 
for growth, for replacing necessary imports of basic goods and for 
increasing exports. In this respect the Foreign Assistance Act of 
1961, as amended, states that the highest practical emphasis should 
be given to establlshlng, equlpplng, and strengthening small in- 
dependent business concerns. 

Colombia's commercial banks, through which the loans were 
channeled, were permitted to charge an addltlonal 4 to 6 percent 
annual interest fee, depending on the duration of each loan, prl- 
marlly for guaranteeing the loan although the banks had some re- 
sponslblllty for analyzing and monltorxng each loan. The respon- 
sible AID proJect technlclan stated that the commercial banks were 
requlrlng the borrower to provrde security for each loan In excess 
of the loan value, Thus, the commercial banks were in a posltlon 
to receive substantial fees, as much as 6 percent or the equivalent 
of $165,000 annually on the larger loans, although incurring little 
risk according to the responsible AID offlclal. 
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We called this matter to the attention of the AID Director in 
Colombra-and he Informed us in January 1966 that the Mission was 
attemptlng to effect a redlstrlbution of Interest rates between th, 
commercial banks and the Bank of the Republic, the Bank of the Re- 
public to receive a higher percentage of the total interest fee 
paid by the borrower,, The Bank of the Republic agreed that any 
funds received as interest fees, in excess of its annual fee of 
4 percent, would be returned to the PIF. 

On balance, we recognize that AID assistance for the purpose 
of providing credit for a country's private sector 1s a relatively 
new assistance activity. In this respect AID documents show that 
a slgniflcant portion of AID resources for Latin America are cur- 
rently berng programmed for private credit proJects and that the 
PIF proJect rn Colombxa may be used as a model for establishing 
slmllar frnanclal lnstltutlons In a number of other countries rn 
Latin America, Although AID has developed criteria and controls 
for "'private csedlt" type proJects financed with dollars, it has 
developed no such criteria and controls over "private credit" proJ- 
ects financed with local currency, such as here involved. For 
these reasons, we belreve that it 1s important that approprrate 
criteria and controls be established with respect to this and slms- 
lar proJects. 

Agency comments 

In its comments on these matters, dated March 1967, AID gen- 
erally agreed with the fzndlngs as stated but pointed out that, de- 
spite the problems Involved, the proJect had served valid develop- 
mental obJectlves. With respect to the loan funds made available 
for the purpose of increasing the production of sugar for export 
contrary to United States policy and leglslatlve intent, AID indl- 
cated that its policy on this matter had been interpreted by its 
Mission in Colombia to not apply to Jointly controlled local cur- 
rency funds provided to intermediate credrt institutions which sub 
sequently used the funds through subloans. 

AID informed us that it had revised its policy guidance to 
make 1-t clear that the subJect policy was applicable in such cases. 
AID Informed us also'that an agreement had been signed covering the 
use of all Jointly controlled local currency funds provided to the 
PIF proJect. 
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AID stated that the PIF loans to the sugar Industry had not 
iqured United States Interests since (1) Colombia had not fllled 
Its sugar quota to the United States and (2) the production capac- 
ity created with the PIF loan would be used to satisfy some of the 
domestic demand which otherwise would result In further Imports. 

With respect to the relatively high interest charges which the 
commercsal banks were permitted to make, AID stated that the max- 
lmum amount these banks would be allowed to charge In the future 
would be 3 percent per annum. In this regard, AID informed us that 
the interest to ultimate borrowers had been increased from 12 to 
14.5 percent per annum so that the PIF Interest rates would be 
equivalent to going market rates. 

Regarding the size of companies recelvlng loans, AID stated 
that most small- and medium-sized firms had neither the manufactur- 
ing base nor the capital to launch an export drive In highly com- 
petltlve world markets. 

Also, AID pointed out that AID's policy was to place maximum 
possible responslblllty with domestlc lnst$tutlons and that, In 
line with this policy, one of the strongegt and most competent in- 
stltutlons In Colombia was selected and given responslblllty for 
the PIF. AID stated that once lmplementat%on was In the hands of a 
local entity there would be definite practical llmlts on the Influ- 
ence AID could exert. AID stated further that It believed that It 
should not become Involved In evaluating or approving the subJect 
subloan proposals, 

Evaluation of Agency comments 

AID's comments included lnformatlos on actlons taken to ensure 
that AID-controlled funds will not be used In the future for in- 
creasing the production of commodltles In excess world supply and 
to correct the problem of the relatively high Interest charges be- 
ing made by the commercial banks, AID's comments also include the 
reasons why a maJorlty of the funds had been available to larger 
firms rather than to the small- and medium-sized firms. AID did 
not comment on the loans made to firms which had sufflclent credit 
or other resources avallable to finance their proposed proJects. 

AID's ratlgnale that small- and medium-sized firms did not 
have the capacity to launch an export drsve In highly competltlve 
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world markets falls to take Into account (1) the fact that an 
equally important addltlonal objective of the PIF proJect was to 
develop Colombian capacity for replaclng necessary imports of ba- 
sic goods, (2) the fact that a well-known United States research 
lnstltute had determined that small- and medium-sized firms In 
Colombia had the greatest need for credit and slgnlflcant poten- 
tial for replacing necessary Imports, and (3) the fact that the 
Foreign Assistance Act of 1961, as amended, requires that the hlg 
&ist practical emphasis be assigned to small firms. 

;h- 

With respect to AID's comment that one of the strongest and 
most competent lnstltutlons In Colombia--the Bank of the 
Republlc-- was selected to implement this proJect, we belleve that 
It 1s not only rather fundamental but also essential to the de- 
velopment process to select the best and most capable talent or 
lnstltutlons available to implement any AID development proJect or 
activity. To do so, however, without mutually agreeing, prior to 
releasing funds, on crlterla and controls over the utlllzatlon re- 
sources made available seems to us less than prudent and leads to 
sltuatlons such as reported In this finding whereby slgnlflcant 
amounts of funds were 

1. Used for the purpose of lncreaslng the productlon of sugar 
for export contrary to United States policy and leglsla- 
tive intent. 

2. Loaned to firms that already had sufflclent credit or 
other resources available to finance their proposed prod- 
ects. 

3. Loaned to large enterprises although professional studies 
had pointed out that small- and medium-sized firms which 
had a slgnlflcant potential for growth and for replaclng 
necessary imports had the greatest need for credit. 

4. Channeled through private commercial banks that were per- 
mitted to charge substantial fees relative to the degree 
of effort and risk znvolved. 

We recognize that,once all Jointly controlled funds--such as 
those here Involved-- are released for a proJect or actlvlty and 
implementation is In the hands of a local lnstltutlon, there may bc 
deflnlte llmlts on the Influence that AID can exert, It 1s for 
precisely this reason that we belleve It 1s essential, 1.f 
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situations such as those described in this finding are to be obvi- 
ated, that,prior to approving the release of funds, mutually 
agreed upon criteria be established and a practice of incremental 
funding be followed thereafter. 

The management practice of incremental funding would permit 
AID to evaluate overall implementation prior to approving the re- 
lease of each additional increment of proJect funds. By so doing 
AID could ensure that such funds are used in accordance with United 
States policy and in the best interest of the recipient country. 

Regarding AID's statement that it believed that it should not 
become involved in evaluating the approving individual subloan pro- 
posals, we did not suggest, nor do we now suggest, that they do so. 
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LImIted benefits achieved from fertlllzer 
production prolect 

During the period 1957 through 1962, AID made available to the 
Government of Colombia approximately $11.5 mllllon worth of pesos 
for a fertilizer production proJect. The ObJective of the proJect 
was to construct facllltles capable of producing sufflclent fertll- 
lzer annually to enable Colombia to reduce Its imports of fertll- 
lzer by about $5 mllllon each year. Our review of the proJect re- 
vealed that* 

Production was lnztlated In 1963, but, during 1963, 1964, and 
the first 6 months of 1965, the facllltles were operated at 
only 36, 35, and 56 percent, respectively, of the nitrogenous 
fertilizer capacity the proJect was deslgned to produce. Sub- 
stantial operating losses were incurred In both 1963 and 1964. 
ProJect offlclals attributed the losses to (1) lack of demand 
In Colombia for nitrogenous fertilizers and (2) loss of pro- 
duction time caused by a changeover process required to alter- 
nate between production of nitrogenous and mlxed fertlllzers. 
Evidence was available, at the time AID provided the lnltlal 
financing for the proJect, showing that the prlnclpal demand 
In Colombia, because of sol1 condltlons and the custom of 
Colombian farmers, was for mixed fertilizers. 

The proJect failed to reduce Colombia's imports to the extent 
anticipated and therefore had a direct relatlonshlp to the 
amount of assistance needed by Colombia from AID to support 
Its commodity import program. The proJect, orlglnally sched- 
uled for completion in April 1960, was completed In 1962. 

The $11.5 mllllon worth of pesos that AID had loaned the Gov- 
ernment of Colombia was generated by the sale of surplus agrlcul- 
tural commodltles to Colombia under authority of title I, section 
104(g) of Public Law 480, to assist the Government of Colombia In 
developing fertilizer production facllltles. The proJect--the 
largest undertaken in Colombia with Public Law 480 funds--received 
approximately one third of the total Public Law 480 funds available 
to AID during the period 1957 through 1962 in whrch the loans were 
made. 

The AID funds were administered for Colombia by Its Agrlcul- 
tural Credit Bank (ACB) The ACB selected a fertlllzer company, In 
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which it was the maJor stockholder, to develop the necessary fer- 
tlllzer productlon facrlrtles. The company selected had been or- 
ganlzed In 1952, and In 1955 It had started construction of a plant 
to produce nitrogenous fertrllzer. However, the company had sus- 
pended all construction In 1956 because of financial dlfflcultres 
resulting from delays and consequent admlnlstratlve and flnanclng 
expenses and expenses of malntalnlng stored equipment. 

During 1958 the ACB loaned the company the peso equivalent of 
approximately $4.4 mllllon of AID funds to permit the company to 
resume construction of the proJect In 1959 the proJect was again 
suspended by the company due to a lack of funds, and UnIted States 
Export-Import Bank offlclals expressed uncertarnty concerning the 
feasrbllrty of the proJect. However, in 1959 and 1960 the ACB 
loaned the equivalent of $2.4 mllllon more of AID funds for the 
proJect. 

In 1961, because of the lack of demand for nrtrogenous fertll- 
lzer, the company requested an engineering study and subsequent 
modrflcatlon of the plant facllltles to permit mixing of the nl- 
trogen being produced with other nonnltrogen elements, which had to 
be Imported, to produce the mixed fertlllzer, In 1961 and 1962 the 
ACB loaned the equivalent of $4.7 mrlllon more of AID funds for the 
proJect. 

In October 1958 the company requested a $7.5 mllllon loan dl- 
rectly from AID for the proJect, but this request was not approved. 

In 1962 the proJect was completed, rncludlng a modlflcatlon 
which was to permit mlxlng the plant's nitrogen production with 
nonnitrogenous materials, to produce mlxed fertkllzer. As de- 
signed, the plant was to produce about 50,000 tons of nitrogenous 
fertilizer annually. In early 1963 fertilizer production was 
started, During 1963 and 1964 and the f%rst 6 months of 1965, the 
facllltres were operated at only 36, 35, and 56 percent, respec- 
tively, of rntrogenous fertilizer production capacity. AID In- 
formed us that production was suspended from September 1965 through 
early 1967 because of a plant breakdown. The company incurred sub- 
stantlal operating losses in both 1963 and 1964. Company officials 
attributed the losses to the llmlted production and attributed the 
lamlted production to (1) lack of demand In Colombia for nltrog- 
enous fertlllzer and (2) loss of production time caused by the 
changeover process involved In alternating productron of nltrog- 
enous fertlllzer and mIxed fertilizer. 
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As a result of these problems, the intended $5-million-a-year 
reduction of fertilizer imports --the 
not realized. 

obJective of the proJect--was 

on the average, 
Prior to the plant's operation, Colombia imported, 

about $11 million worth of fertilizer annually. 
During 1963 and 1964--the plant was put into operatron in March 
1963--Colombia's average annual imports of fertilizer decreased 
slightly to $9 8 million. 

The failure of the proJect to achieve the planned reduction in 
Colombia's imports of fertilizer had a direct effect on Colombia's 
need for foreign exchange and thus on the amount of assistance, 
shown below, furnished by AlD to Colombia from 1962 through 1965 
for the purpose of providing the foreign exchange necessary to as- 
sist Colombia to import essential commodities. 

Date of 
loan agreement 

Loan 
amount 

(million) 

April 1962 $ 30 
December 1962 60 
March 1964 15 
July 1964 35 
December 1965 65 
May 1967 100 

Total 

If the intended additional fertilizer production had been realized, 
Colombia's imports of fertilizer could have been curtailed to the 
extent that the increased production would have been used to re- 
place imports. 

In July 1965 the Government of Colombia announced a plan to 
salvage the fertilizer proJect and estimated that its implementa- 
tion would cost the equivalent of $2.8 million. Information fur- 
nished to us by the company indicates that the plan involved the 
construction of an addltlonal mixed fertrllzer granulation plant 
which would have the capacity to utilize about 85 percent of the 
proJectIs nitrogenous production capacity The Mission was unable 
to find any evidence, as of January 1966, that funds had been ob- 
tained for implementing the salvage plan. 

18 



We were unable to find any evidence that the Mission, prior to 
making either the initial or the subsequent release of funds for 
this proJect, made any substantive analysis of the proJectIs eco- 
nomic or technical feasibility. 

Evidence was available to the Mission in 1958 showing that the 
requirements of Colombia agriculture, as well as the demands of Co- 
lombian farmers, were essentially for mixed fertilizer However, 
despite exhaustive efforts, we were unable to find evidence to show 
whether the Mission attempted to have the Government of Colombia 
use the first two ACB loans from AID funds, totaling $6.8 million, 
to develop mixed fertilizer production facilities. Also, there was 
no evidence made available to us that the Mission had monitored or 
evaluated the proJect during its implementation. In this regard 
the Mission Director informed us in January 1966 that no current 
information relating to this proJect was available at the Mission. 

Agency comments 

AID, in commenting on our findings in March 1967, stated that 
the report "accurately describes the facts concerning this proJect" 
and agreed that "this proJe ct has long been a disappointment " AID 
characterized the future outlook for the proJect as "greatly im- 
proved" and in this respect has pointed out that 

1. Fertilizer production has been suspended since September 
1965 due to a plant breakdown. 

2 The company responsible for the proJect had paid in capital 
of 105 million pesos ($7.8 million) and accumulated losses 
totaling 83 million pesos ($6 1 million) as of June 30, 
1966, but was in the process of liquidating and reorganlz- 
ing with the hopes of acquiring additional capital to put 
the plant into operation again by June or July 1967 with a 
capacity of 140,000 tons of mixed fertilizer annually 

3. The Government of Colombia is current with Its repayments 
on the loans made for this proJect. 
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Funds channeled to private Investors to purchase 
shares of capital stock 

In connection wrth the fertlllzer proJect discussed above, th:: 
Mlsslon permitted the equivalent of about $5.8 mllllon of the 
$11.5 mllllon provided for the proJect to be loaned to private In- 
vestors to buy shares of the fertlllzer company's capital stock 
during a period when company offlclals antlclpated that the opera- 
tions of the company would be profitable. The equivalent of about 
$11 5 mllllon provided for this proJect was released to the ACB 
which made subloans as follows. 

Approximate amount 
of loans 

(dollar equivalent 
In millions) 

Interest 
rate 

(percent' 

Direct to fertlllzer company $2.8 7 
To semlofflclal entitles 2.ga 4-l/2 
To private Investors 5.ga 4-l/2 

aIncludes loans orglnally made directly to the fertlllzer industry 
but subsequently canceled and converted into loans to investors 
who received shares-of stork. 

The loans to private investors were 15-year loans made at rel- 
atlvely mlnlmum interest rates with a 3-year grace period on repay- 
ment of prlnclpal and with no collateral required except the share: 
themselves. The interest rates charged by the ACB for other sub- 
loans made from Public Law480 proceeds were as hrgh as 10 percent 
and the normal commercial interest rates during the period rn whlc- 
these loans were made ranged from 10 to 12 percent. 

The proJect agreement coverlng the funds provided by AID for 
this proJect stipulated that the funds would not be dlverted to 
purposes other than the purpose for which the loan was made In 
September 1963 a Mlsslon offlclal reported to the Mlsslon Director 
that the ACB had used funds to make loans to beer companies and 
questloned whether this was In accordance with the proJect agree- 
ment. These funds were used to buy shares in the fertlllzer com- 
pany* However, we found no evidence that there was ever any fur- 
ther lnqulry into the matter. 
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In that the fertlllzer company received ail1 funds e%ther dl- 
rectly or IndIrectly, there was no dlverslon of funds from the 
proJect as such However, we question the advlsablllty OF permlt- 
tlng AID funds to be channeled through private Investors for antlc- 
rpated personal gain Such channeling of funds contrlbutes little, 
If anything, toward the fundamental purpose of the United States 
assistance program and could lead to abuses, or the appearance of 
abuses, which would tend to discredit the program 

Agency comments 

AID 1.n Its comments on this matter stated that the United 
States was Interested not only In development per se but also In 
the kind of development and the manner In which It takes place and 
that emphasis on the role of the private sector, as opposed to 
State ownership and management of economic enterprises, had long 
been part of United States development philosophy. 

Evaluation of Agency comments 

We did not questlon placing emphasis on the role of a reclpl- 
ent country's private sector or giving a private company responsi- 
bility for lmplementlng an AID-financed proJect Our concern is 
with permitting selected private investors to use AID funds, at 
relatively low rates of interest, and with the potential for abuse 
and favorltlsm inherent in any such arrangement Continuation of 
this practice could lead to charges that United States assistance 
1s being administered In a fashion which unduly benefits a favored 
few 

Azd loan for agricultural credit not used 
to expand agricultural credit resources 

Our review of an $8 mllllon AID loan made to Colombia in Au- 
gust 1961 to assist the Government of Colombia In increasing the * 
resources available for agricultural credit in Colombia for reset- 
tlement purposes revealed that 

1. The loan proceeds were used by the Government of Colombia 
to liquidate an equal amount of debts which It owed to Its 
Agricultural Credit Bank, thus, In effect, not Increasing 
the total resources available for agricultural credit In 
Colombia, and 
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2, The Government of Colombia did not subsequently provide 
addItIona resources from Its own budget for agricultural 
credit purposes although the loan agreement stipulated and 
the Government of Colombia agreed that thns would be done, 

AID loaned the GOC $8 mllllon to be used, together with in- 
creased Colombian resources, to Increase the peso resources avall- 
able to Colombia's Agriculture Credit Bank. The loan agreement en- 
tered into on August 2, 1961, provided that these resources be used 
to assist the bank in carrying out a program of making lodns to in- 
dfvrdual settlers to facllltate the development of new settlements 
and the expansion of exlstrng settlements on family-sized farms or 
ranches as part of the land reform program In Colombia. AID had 
determlned that this program would be the most important action 
which could be undertaken by Colombia to develop Its rural areas 

Shortly after the loan agreement was' slgned, the Government of 
Colombia entered into a contract with rts Agricultural Credit Bank 
which provided that various obllgatlons of the Government of Colom- 
bla to the Agricultural Credit Bank be canceled The terms of this 
contract stipulated that the ACB would apply the funds received un- 
der the AID loan In accordance with the requirements of the loan 
agreement; that is, the ACB would assume the responslbillty of mak- 
ing subloans under the program but would not be required to rerm- 
burse the GOC for the loan proceeds received, these proceeds would 
be applied to liquidate certain GOC obllgatlons to the bank Ac- 
cordingly, the bank upon receipt of the proceeds from the AID loan 
reduced the amount owed to It by the Government of Colombia by 
$8 mrlllon. 

AID offlclals informed us that, because the Agricultural 
Credit Bank received lmmedlate lrquld resources to make loans to 
lndlvldual settlers in place of long-term accounts receivable from 
the Government of Colombia, they were of the oplnlon that no abuse 
was involved We agree that the Agricultural Credit Bank received 
cash for immediate lending purposes However, Its accounts receiv- 
able from the GOC were reduced In an equivalent amount and thus, In 
effect, did not Increase the total resources available for agrlcul- 
tural credit for resettlement purposes--the obJective of the AID 
loan In this regard, Agricultural Credit Bank offlclals stated 
that they could obtain cash at any time by redlseountlng their ac- 
counts receivable at the Bank of the Republic 
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“ -  A conditFon precedent to disbursement of this loan was that 
the Government of Colombra would submit evidence that increased 
Colombian flnanclal resources would be made avallable to the Agri- 
cultural Credit Bank for this program, In September 1961, AID ac- 
cepted the Government of Colomblals statement that It Intended to 
expand Elnanclal support for this program as fulfrlllng this con- 
dltlon. In December 1961 the Colombran Instrtute of Agrarian Re- 
form (INCORA) was organized and given the responslblllty for fl- 
nanclng and admlnlsterlng all types of agrarian reform programs, 
lncludlng the agricultural resettlement 

AID records showed that, as of December 1965, INCORA had not 
received any funds from the Government of Colombia for lending to 
farmers for purposes of resettlement, because all subloans of the 
approximately $10 8 mllllon made by INCORA to that date were made 
with funds from a $10 mllllon AID loan made directly to INCORA In 
June 1963 or from subloan repayments 

In this regard a top Mlsslon offlclal reported to the Mlsslon 
in May 1965 that the Government of Colombia should be required to 
provide the funds for this program, as orlgrnally Intended, since 
the program could not prosper If It depended wholly on foreign fl- 
nancing. As shown above, no Government of Colombia funds had been 
provided as of December 1965. However, In March 1966 AID provided 
an additional $8.5 mrlllon loan to INCORA. 

Agency comments 

In Its comments on this matter, dated March 1967, AID con- 
tended that 1t did not intend that Its $8 mllllon loan increase 
the resources available to the ACB for Colombia's agricultural re- 
settlement program AID contended also that the net effect of the 
agreement between the GOC and its Agricultural Credit Bank, which 
provided that upon recerpt of the United States loan funds, In lieu 
of repayment, certain GOC obllgatlons to the bank In equivalent 
amount be canceled, was that 

1. The GOC substituted a loan payable to the United States 
Government for certain debts 1-t owed to its Agricultural 
Credit Bank. 
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2 The bank received Immediate llquld resources to make loans 
to lndlvrdual settlers In place of long-term debts from 
the GOC 

3, The bank obligated Itself to carry out the resettlement 
program I-t was not otherwlse obligated to undertake. 

AID stated also that the GOC's assistance to the agricultural 
sector doubled In 1966 and would triple In 1967 over the 1965 
level 

8 
Evaluation of agency comments 

In our opinion, the record shows clearly that AID intended 
that Its loan be used to increase the funds available for subloans 
In support of the resettlement program. In this respect, as 
pointed out on page 23, a condltlon precedent to the loan required 
that the Government of Colombia submit evrdence that "increased 
Colombian flnanclal resources" be made available to the bank for 
this program. 

The record does not support the contention that the bank could 
not recerve "lmmedlate llquld resources" for this program without 
the loan. As pointed out on page 22, the bank offlclals reported 
that they could obtain cash at any time by redlscountrng their ac- 
counts recervable at the Bank of the Republrc. 

With respect to AID's contention that the bank obligated It- 
self to carry out a subloan resettlement program rt was not other- 
wise oblrgated to undertake, AID records show that the bank was 
created by the GOC specaflcally for the purpose of provldlng credit 
to the agrrcultural sector. The bank had become the foremost agrl- 
cultural credit lnstitutlon In Colombra with capital resources in 
excess of $100 mlllson and was one of the strongest lnstltutlons of 
Its ksnd in Latin Amerrca and was dedicated to the improvement of 
agriculture In Colombra. 

AID pointed out the extent of the GOC's assistance and planned 
assistance for its agrfcultural sector but did not furnish rnforma- 
tlon as to whether any funds had been made available by GOC for the 
subcJect resettlement program. AID records showed, as reported on 
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page 23, that, as of December 1965, the GOC had not made available 
any of its own funds for lending to farmers for the purpose of re- 
settlement. 

A top Mission official reported to the Misszon in May 1965 
that the GOC should be required to provide the funds for this pro- 
gram, as originally intended, since this program could not prosper 
if it depended wholly on foreign financing. In this regard AID 
determined that the resettlement program was the most important 
program which could be undertaken by Colombia to develop its rural 
areas We believe that these circumstances dictate that action be 
taken by AID to encourage the GOC to channel an appropriate portion 
of Its planned Investment in agriculture into thas important prior- 
ity program. 
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Lrmrted progress of educational prolects 

Our review of (1) AID's investment of $3.5 million rn dollars, 
and $3.1 million worth of pesos, In a primary education project to 
assist the GGC to develop the facilities and train the personnel 
necessary to provide basic education for all primary-school-age 
children in Colombia by July 1965, and (2) AID's Investment of 
$575,000 rn a related educational television proJect, which was to 
establish an educational television network to reach 1,500 class- 
rooms during 1964, revealed the following information. 

Of the 22,000 primary classrooms estimated to be needed and 
which were to have been constructed by July 1965, 4,983, or 
about 23 percent, had been completed or were under construc- 
tion as of May 1965, 

Little progress had been made toward alleviating the serious 
shortage of qualified teachers In Colombia. Mlsslon officials 
had found that teachers were not available for a number OF the 
classrooms constructed under the proJect. 

A number of the newly constructed classrooms were used by 
Colombia to replace existing classrooms, although its educa- 
tional plan provided for continued use of the existing class- 
rooms. 

The newly constructed classrooms were not being adequately 
maintained and were deteriorating. 

Approximately 650, or 43 percent, of the educational televi- 
sion sets provided by AID in early 1964 had not been in- 
stalled as of September 1965, due primarily to the lnabillty 
or unwillingness of the Government of Colombia to provide the 
necessary technical personnel. 

On the basis of our review of AID records, we are of the open- 
ion that AID (1) entered Into these proJects without adequately 
evaluating the ablllty of the Government of Colombia to provide the 
resources necessary to implement the prolects in an effective and 
timely manner and (2) after the proJects were undertaken, did not 
attempt to determine the extent of problems preventing satrsfactory 
progress on these proJects or initiate action to correct such prob- 
lems. 
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Pru-qary education 

In December 1961, AID, after determlnlng that Colombia's In- 
adequate educational system was one of the most slgnlflcant lmped- 
lments to Colombia's economic and social progress, entered into a 
primary education proJect with the Government of Colombia. AID 
subsequently provided 3.5 mllllon Unlted States dollars and the 
equivalent of $3.1 mllllon In pesos for the proJect The Govern-- 
ment of Colombia provided the equivalent of about $5.2 mslllon in 
pesos for the proJect. 

The proJect was based on and in support of a 4-year plan, pre- 
pared by the Government of Colombia In early 1961, to develop the 
facllltles and train the personnel necessary to provide basic edu- 
catlon for every child of primary school age In Colombia by July 
1965. In 1961 about one third of the primary age children In Co- 
lombia were not In school. Colombia's 4-year plan provided for 
construction of 22,000 primary school classrooms, continued utlll- 
zatlon of approximately 8,000 classrooms which were not fully ade- 
quate 9 construction of four teacher tralnlng schools, training of 
9,500 new primary teachers, upgrading of approximately 11,000 
teachers, and training of 400 supervrsors and 2,500 school admlnls- 
trators and Inspectors. 

As of May 1965, 4,983 of the planned primary classrooms had 
been constructed or were under construction and none of the four 
teacher training schools had been constructed. During the ample- 
mentatlon of the proJect, the Government of Colombia and AID 
Jointly decided that the addltlonal teacher training schools were 
not needed. The funds allocated for the construction of the four 
teacher tralnlng schools were expended on exlstlng teacher tralnlng 
schools. 

AID, in our oplnlon, had obtained almost no meanrngful lnfor- 
matlon with respect to either the percent of primary age children ~ 
In school or the extent of progress on the training of the needed 
teachers and other personnel. However, statistical information for 
1963 published by the Government of Colombia In 1965 showed that 
(1) 33 percent of all primary-school-age children in Colomb-La were 
not In school, (2) the ratio of qualified teachers to primary stu- 
dents was unsatisfactory, and (3) there had been almost no lmprove- 
ment In that ratio. The ratio of quallfled teachers to primary 
school students from 1960 through 1963 was as follows / 
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Ratlo of 
Primary quallfled 

Qualified school teachers to 
Year teachers students students 

1960 13,613 1,432,223 1 to 105 
1961 14,036 1,532,254 1 " 108 
1962 
1963a 

14,418 1,669,581 1 " 116 
16,928 1,786,556 1 " 106 

aMost current information available at the time of our revIewI 

Our inspection of-a total of 183 classrooms in 38 schools, ant 
drscussion with appropriate school officials, revealed that 92 of 
the classrooms had been used to replace older existing classrooms 
or to change double-shift schools into single-shift schools. We 
also found that the lack of maintenance in a maJorlty of the 
schools was resulting in deterioration. Examples of some of the 
maintenance deficiencies noted in the 38 schools inspected were 

Roof leaks 11 schools 
Cracked walls 12 " 
Broken windows and general damage 13 'I 
Insufficient water supply 5 " 

Mission officials concluded that maintenance was a problem 
with certain municlpalltles because --although a contract is signed 
when the school is delivered, which requires the municipality to 
landscape, fence, and maintain the school--the municipalities did 
not always comply with these requirements. 

On several occasions Mission officials found cases where the 
newly constructed classrooms either (1) were not being used due to 
a lack of teachers, (2) were being used as replacements for exist- 
ing classrooms, or (3) were not being maintained However, we were 
unable to find evidence that the Mission had attempted to determine 
the full extent of the problems or to correct them. 

The Mlsslon reported to AID/Washington in 1964 that the lim- 
lted progress of the proJect was not due to a lack of funds but wa:: 
due to the lack of experienced and adequate personnel to administer 
and implement 1-t and to the sudden demands placed upon the con- 
struction Industry in Colombia. 
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Educational television 

On June 27, 1963, AID, the Peace Corps, and the Government of 
Colombia entered into a proJect agreement for the establishment of 
a system of televised education for 1,500 public school classrooms 
in Colombia during 1964. The proJect was undertaken to help com- 
pensate for the deficiency in the number and quality of teachers 
available for Colombia's expanding school program. 

The proJect agreement provided that AID would supply 1,500 
television sets and that the Government of Colombia would be re- 
sponsible for Installing and malntalnrng the sets and would furnish 
six educators, 30 special partlclpant personnel to be trained In 
the United States for the proJect, and 100 personnel to work as 
counterparts to Peace Corps volunteers in implementing the project. 
The proJect agreement further stipulated that Colombra's National 
Apprenticeship Service (SENA) would be responsible for rnstalling 
and malntainlng the televlslon sets. The Peace Corps' responslbll- 
ity included furnishing volunteers to assrst in proJect implementa- 
tion and paying for the cost of travel and other expenses of par- 
ticipants in connection with undertaklng trarnrng in the United 
States. 

As of September 1965, or more than 18 months after the 1,500 
television sets had been delivered to Colombia, about 850 sets had 
been Installed. AID records showed that the prlncrpal reason which 
prevented the effective lmplementatlon of the proJect was the lack 
of the necessary technical personnel. Only 16 of the required 100 
counterpart personnel had been furnished by the Government of Co- 
lombia for the proJect. Also AID records showed that the GCC sub- 
sewently relieved SENA of Its responslblllty for lnstallatron and 
maintenance of the sets because It was not properly equipped for 
the task and because Its goals dlffered from the goals of the proJ- 
ect and the Peace Corps assumed responslblllty for installation of 
the sets, 

Responsible Peace Corps offlclals concluded in mid-1965 that 
personnel qualified to serve as counterparts were not available in 
Colombia and that,if personnel were available, they could not be 
effectively trained In less than 2 years. With respect to the 28 
personnel specially trained in the United States for the proJect, 
lnformatlon furnished by the Government of Colombia revealed that 
in August 1965 only 13 were being utllszed in connection with the 
prefect, 
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In February 1963, 4 months before the educational television 
proJect agreement was slgned, a consultant on the SubJect of educa- 
tlonal televlslon with a well-known Unlted States foundation ex- 
pressed serious reservations as to the Government of Colomblals 
ablllty to implement the progect and its real lntentlons to allo- 
cate the people and money required for the proJect. 

In March 1963, after reviewing the Government of Colombia's 
proJect proposal, foundation offrclals reported that there were no 
clear lines of authority and responslblllty between Colombia's Mln- 
lstry of Education and Mlnlstry of Communlcatlons for carrying out 
the proJect, These offlclals have suggested that the proJect be 
delayed until it 1s clear which Government of Colombia agency has 
authority and responslblllty for carrying on this proJect. 

AID records do not lndlcate the reason for going ahead with 
the proJect. On the basis of our review of AID'sL records and dls- 
@usslons wrth AID offlclals, It 1s our oplnlon that AID entered 
into the proJect notwlthstandlng these reservations and without ob- 
talnsng reasonable assurance of the capability and wllllngness of 
the Government of Colombia to implement and maintain the proJect, 

Agency comments 

In Its comments on these matters, dated March 1967, AID rec- 
ognized the existence of the many management problems encountered 
by the primary education proJect and stated that It had contracted 
with a United States firm of architects and engineers to evaluate 
the technical aspects of the proJect and to advise the Mlsslon re- 
garding proJect lmplementatlon. AID stated that "It 1s now obvious 
that these 4-year plan goals were highly ambltlous and were beyond 
attainment In a relatively brief period, given Colombia's limited 
economic and human resources." AID stated, however, that this 
proJect had served Important development ObJectlves In Colombia 
even though It had experienced problems. In this regard AID 
pointed out that Colombia had established the admlnlstratlve mech- 
anism to supervise the proJect and that this mechanism had been an 
important contrlbutlon to development of education In Colombia. 

With respect to the educational televlslon proJect, AID agreed 
that "this proJect was dlsappolntlngly slow in being completed" but 
pointed out that considerable progress had been made from the time 
of our review. AID informed us that a total of 1,250 receivers had 
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now been rnstalled In classrooms and were in operation. AID 
polnted out that the remalnlng 250 receivers had not been installed 
due to llmitatrons 1.n the schools --such as lack of electrlclty, 
space, or security-- and pointed out the need to malntaln a reserve 
of sets to be used In school while InoperatIve sets were being re- 
paired. AID conflrmed that many of the Colornbran counterpart per- 
sonnel trained In the Urnted States for the proJect were not work- 
ing on the proJect but stated that Colombia's National Apprentlce- 
ship Servrce planned to train technlclans who were to be in charge 
of lnstallatlon and maintenance of the TV receivers, 
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Feaslblllty studies loan made despite known lnabxlzty 
of Colombia to effectively utllxze funds 

More than $3 9 mllllon of a $4 millron loan made to Colombia 
by AID in June 1963, for feaslblllty studies of speclflc prlorlty 
economic development proJects, remalned unutlllzed as of January 
1966 due to the GOC's lack of an admlnlstratlve structure capable 
of effectxvely admlnlsterlng the funds. Evidence was avallable to 
AID, prior to making the loan, showing that the Government of Co- 
lombla (1) had been unable to utrllze any funds from a similar loan 
for $500,000 made In October 1961 by the Inter-American Development 
Bank (IDB) and (2) did not have an admlnlstratave structure capable 
of ldentafyzng and asslgnlng prlorrtles for development proJects 
which had potential for effectively contrlbutlng to Colombia's de- 
velopment goals, 

In February 1963 the Government of Colombia requested funds 
from AID to complete several feaslblllty studies In the agrlcul- 
tural field. In March 1963 the Washington offlce of AID requested 
the Mlsslon to submit Justlflcatlon for a feaslblllty studies loan 
Up to a total of $4 million The loan agreement when executed In 
June 1963 stipulated that general surveys and studies were not to 
be financed by the loan In accordance with AID policy to finance 
feaslblllty studies only for speclflc prlorlty proJects rather than 
for general area studies or surveys, 

AID records showed that, at the time the loan was made posl- 
tive, ldentlflcatlon had not been made of the feasibrllty studies 
to be financed by the loan although a tentative list of proJects 
had been submitted by the GOC, Inqulrles by Mlsslon offlclals in 
March 1963 had disclosed that the primary reason for failure to use 
the above-mentioned IDB loan funds had been Colombia's lack of an 
organlzatronal structure capable of ldentlfylng and asslgnlng prl- 
orltles to potential development proJects for which feaslbillty 
studies were needed. However, the Justlflcatlon submitted by the 
Mlsslon to AID/Washington for the $4 million loan did not include 
the key fact that $500,000 was available and had been available but 
unused for more than 18 months, The mlsslon did not attempt to de- 
termine the Government of Colombia's speclflc plans for utlllzatlon 
of the IDB loan until 6 months after the AID loan was made. 

After the AID loan agreement was signed, Mission offlclals on 
several occasions met with Colombian offlclals In an attempt to de- 
termine the most appropriate use to be made of the AID loan 
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However, AID eventually concluded that the Government of Colombia 
did not have the capacity or sufflclent lnformatlon to effectively 
select, plan, and develop sound proJect feaslblllty studies Con- 
sequently, the loan agreement was amended In August 1964 

1. To permit $1 mllllon to be used for general area and pre- 
feaslblllty studies with the obJectlve of identifying po- 
tentlal proJects for feaslblllty studies. 

2. To clarify that private sector studies were eligible to be 
financed under the loan 

3 To empower Colombia's Bank of the Republic to act as a con- 
tracting party In representation of the Government of Co- 
lombia for contracts financed with the loan 

As of January 1966 a total of nine proposed feaslblllty stud- 
ies, estimated to cost approximately $1.1 mllllon, had been ap- 
proved by AID for financing under the AID loan. However, a total 
of only $92,500 for one study had been utlllzed as of that date 
With respect to the IDB loan, only $27,500 had been utlllzed as of 
February 1966. On February 17, 1966, AID withdrew $1 mllllon of 
the $4 mllllon feaslblllty studies loan. 

Aaencv comments 

AID, In commenting on this matter, Informed us that it had 
overestimated the admlnlstratlve capacity of Colombia to handle the 
lnvestlgatlons and other technical requirements of preparing feast- 
blllty studies. AID stated that It had informed Colombia's Dlrec- 
tor of Planning In November 1966 "that the uncommitted balance of 
the loan would be deobllgated unless effective measures were taken 
within a reasonable time to assure that the funds were utlllzed 
promptly for their intended purpose," 

AID informed us that, on the basis of its lnltlal review of 
actions taken by Colombia to correct the problem hlnderlng the ef- 
fective utlllzatlon of the loan, It had tentatively decided not to 
deobllgate the balance of the loan but planned to make a full re- 
view before July 31, 1967, of progress achieved by Colombia AID 
also informed us that the '"Mission management has learned a valu- 
able lesson from the experience of this loan " 
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In addition, AID polnted out that it takes considerable time 
to select a firm, execute a contract, and recruit personnel for 
each feasibility study. AID, therefore, concluded that the date of 
approving a feasibility study was more meaningful In terms of show- 
ing progress under the loan than were dates of disbursement. 

Conclusions 

On the basis of the facts related above, it seems evident that 
the accomplishment of AID ObJectives for these six proJects in Co- 
lombia was dependent upon (1) sound planning as to the feasibility 
and the willingness and ability of the Government of Colombia to 
implement them in an effective and timely manner and (2) vigilant 
surveillance over proJect implementation to ensure proper utiliza- 
tion and conservation of United States-furnished assistance We 
believe that AID approved financing for these proJects without suf- 
ficient advance planning to reasonably ensure that the proJects 
were feasible or that the Government of Colombia was willing and 
able to effectively implement them in the manner intended, also, 
that AID did not subsequently exercise vigilant surveillance over 
proJect implementation. 

It is also evident, we believe, that the degree of planning 
for the proJects financed entirely with local currency--the fertll- 
lzer production proJect and the private investment fund proJect-- 
was more limited than that required by law for the proJects for 
which dollar financing was provided For example, on the fertll- 
izer production proJect, we were unable to find any evidence that 
the Mission, prior to making either the initial release or the 
subsequent releases of funds for the proJect, had made any substan- 
tive studies concerning either the proJect's economic and technical 
feasibility or the willingness and ability of the Government of Co- 
lombia and the proJect+s management to efficiently and effectively 
implement the proJect. 

Similarly on the private investment fund project, AID released 
the peso equivalent of $38 mllllon without first determlnlng the 
areas or product lines that were susceptible to, and had the 
greatest potential for, increased exports or for replacing neces- 
sary imports --the obJective of the proJect Moreover, AID also re- 
leased the funds for this proJect without establishing any guide- 
lines or controls with respect to the utlllzatlon and management of 
the funds 
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Section 611(a) of the Foreign AsslstanceActof1961(22 U S.C. 
2361) requires, with regard to Unlted States dollar assistance, 
that no agreement or grant constltutlng an obllgatlon in excess of 
$100,000 may be entered into If It requires substantive technical 
or flnanclal planning until englneerlng, financial, and other plans 
necessary to carry out such assistance have been completed With % 
respect to projects financed with United States-owned or United 
States-controlled foreign currency, although not a statutory re- 
qulrement, AID's general policy 1s to follow the prlnclples set 
forth In section 611(a) to the extent feasible. 

The Agency recently informed us that It had moved to ensure 
improved performance In proJect actlvltles by requiring that re- 
leases of all funds for all projects, ongoing and new, be drrectly 
related to speclflc lmplementatlon plans, Such a policy, if firmly 
put Into actual practice, should result In improved proJect manage- 
ment, However, we believe that addltlonal speclflc measures are 
necessary with respect to the AID-suported proJects discussed In 
this report, Also, as stated on page 12, we believe that approprl- 
ate criteria and controls are needed with respect to "private 
credit" type projects financed by AID with local currency re- 
sources. 

Recommendations 

We therefore recommend that the Admlnlstrator, Agency for In- 
ternatlonal Development, take the following actions 

1. 

2 

Consider establlshlng more deflnltlve criteria regarding 
determlnatlons of reclplent country capablllty for ample- 
mentlng and admlnlsterlng contemplated development proJ- 
ects, 

Establish appropriate criteria and controls for AID- 
assisted private credit-type projects being financed with 
local currencies, 
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SCOPE OF REVIEW 

Our examination consisted principally of a review of the fi- 
nanclal and related management practices followed by AID in ad- 
mlnlsterlng six economic development proJects In Colombia and re- 
lated actlvltles within the overall economic assistance program, 
with particular regard to their consistency with basic agreements 
and with stated United States objectives. 

Although we were primarily concerned with the admlnlstratlon 
accorded economic development projects from 1959 through 1965, our 
examlnatlon was necessarily extended into prior and subsequent ad- 
mlnlstratlon due to the length of time involved in implementing tht 
projects. 

We reviewed program documents, reports, correspondence, and 
other pertinent material avallable at AID headquarters In Washlng- 
ton, D.C., and at AID's overseas Mission in Colombia and discussed 
relevant matters with responsible Mission offlclals. We also dls- 
cussed appropriate matters with representatives of certain agenclee 
of the Government of Colombia. In addition, we vlslted 40 project 
sites and discussed pertinent matters with responsible technical 
and admlnlstratlve personnel. 
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APYENDIX 
Page 1 

OFFICIALS PRIMARILY RESPONSIBLE FOR ADMINISTRATION 

OF THE ECONOMIC AND TECHNICAL ASSISTANCE PROGRAM 

FOR COLOMBIA SINCE 1959 

Tenure of office 
From To 

DEPARTMENT OF STATE 

SECRETARY OF STATE 
John Foster Dulles 
ChrIstIan A. Herter 
Dean Rusk 

UNDER SECRETARY OF STATE 
C. Douglas Dllllon 
George W. Ball 
Nxholas deB. Katzenbach 

ASSISTANT SECRETARY OF STATE FOR INTER- 
AMERICAN AFFAIRS AND UNITED STATES 
COORDINATOR ALLIANCE FOR PROGRESS 

Edwin M. Martin 
Thomas C. Mann 
Jack H. Vaughan 
Lincoln Gordon 
Robert M. Sayre (Acting) 

AMBASSADOR TO COLOMBIA 
John M. Cabot 
Dempster McIntosh 
Fulton Freeman 
Covey T. Oliver 
Reynold E. Carlson 

Jan. 1953 
Apr. 1959 
Jan. 1961 

Feb. 1959 
Nov. 1961 
Oct. 1966 

May 1962 
Jan. 1964 
Mar. 1965 
Mar. 1966 
June 1967 

June 1954 
June 1959 
UY 1961 
MaY 1964 
Oct. 1966 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

ADMINISTRATOR 
James H. Smith, Jr, 
James W. Rlddleberger 

Oct. 1957 
Mar. 1959 

Apr. 1959 
Jan. 1961 
Present 

Jan. 1961 
Oct. 1966 
Present 

Jan. 1964 
Feb. 1965 
Mar. 1966 
June 1967 
Present 

June 1959 
Feb. 1961 
Mar 1964 
Oct. 1966 
Present 

Jan. 1959 
Feb. 1961 
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OFFICIALS PRIMARILY RESPONSIBLE FOR ADMINISTRATION 

OF THE ECONOMIC AND TECHNICAL ASSISTANCE PROGRAM 

FOR COLOMBIA SINCE 1959 (continued) 

Tenure of offlce 
From To - 

AGENCY FOR INTERNATIONAL DEVELOPMENT (continued) 

ADMINISTRATOR (continued) 
Henry R. Laboulsse 
Fowler Hamllton 
Davxd E. Bell 
Wllllam S. Gaud 

Feb. 1961 Nov. 1961 
Sept. 1961 Dec. 1962 
Dec. 1962 July 1966 
Aug. 1966 Present 

ASSISTANT ADMINISTRATOR, BUREAU FOR 
LATIN AMERICA 

Teodoro Moscoso (note a) Nov. 1961 May 1964 

DIRECTOR, MISSION TO COLOMBIA 
John Johnston 
Metcalfe Walling 
Charles P. Fossum 
James R. Fowler 

Sept. 1957 May 1959 
May 1959 Feb. 1960 
Feb. 1960 June 1964 
June 1964 Present 

aIn addition, Mr. Moscoso was appointed United States Coordinator 
for the Alllance for Progress In February 1962. The posltlon of 
Asslstant Administrator, Bureau for Latin America was abolrshed in 
January 1964. 
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DEFARTMENT OF STa4TE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON DC 20523 

MAR 17 1967 

Mr. Oye V. Stovall 
Director 
InternatIonal Operatxons Dlvislon 
U S General Accounting Offzce 
WashIngton, D. C 20548 

Dear Mr Stovall 

We appreciate the opportunity afforded this Agency to review the General 
Accounting Offlce draft report en-ix-bled "Review of Admlnlstratlon of Assist- 
ante Furnished Colombia for Selected Econormc Development ProJects." Our 
detailed comments on the report are included as an attachment to this letter 

c 
We generally agree with the findings as stated in the report. We realize 
that the six projects selected for review have experienced varying problems 
because of insuffxient controls and surveillance. However, we believe 
that the facts as outlxned in the attachment will establish that, despite 
disappozntments and shortcomings in some instances, implementation was 
reasonably well done, Action now being taken will strengthen controls and 
surve3llance. We consxder that these proJ@cts will help to accomplish 
U S assistance objectzves in Colombia Two of the projects (Primary 
Education and Educational Television) actually have contributed significantly 
to these objectives, two projects (The Private Investment Fund and 
Agrxultural Resettlement Credit) also have made a contribution and two 
projects (Th.e Feasibility Studies Loan and the Fertilizer Plant) now 
give promise of mak.fng a contrlbutxon in the near future. 

We hope that these observations wxll be of value to you and that they will 
be given due weight in the fLna1 report, If one 1s issued 

Assistant Adrmnlstrator for A&nlstratlon 

Attachment 4s 
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
COMMENTS ON THE 

GENERAL ACCOUNTING OFFICE (GAO) DRAFT mPORT ENTITLHD 
'REVIEW OF ADMINISTRATION OF ASSISTANCE FURNISHED COLOMBIA 

FOR SELECTED ECONOMIC DEVELOPMENT PROJECTS" 

A General 

The selection and study by the GAO of six A I D -assisted proJects In Colombia 
has contributed to the process of Improvement of overseas assistance a&nls- 
tratlon, Going beyond the basic field exarmnatlon, there has been a contlnu- 
lng exchange of information and views by the GAO and A I D representatives 
both in Colombia and in Washington There has been a useful probing and 
better understanding of the problems of the adminlstratlon of local currency 
proJects and, where lndlcated, adoption of specific actlons for improvements 

Regarding management aspects of utlllzatlon of peso and dollar amounts, all 
of the proJects selected have had problems which are recognized by the A I D. 
Mlsslon and are discussed m Mission audit reports or other documents, as 
well as being described In detail in the present GAO draft report However, 
we believe that by provldlng addltlonal facts or background information we 
can place the problems in better perspective Allowance should be made for 
the special factors Involved m the planning and Implementation of these 
proJects under the circumstances prevailing at the tune in newly developing 
but sovereign foreign nation Nothnthstanting, we belleve the cited proJects 
can satisfy criteria concerning contributions, actual and potential, to 
accomplishment of U. S assistance 0bJectlves Most importantly, we can 
report that corrective actions have been taken or are being taken where 
necessary and that, in general, management of the pro;lects has shown lmprove- 
ment 

We appreciate the dlstlnctlon which the GAO auditors have drawn between dollar 
and peso financing. It 1s important to note that of the $68 5 mllllon involved 
In the sxx proJects selected by the GAO for its review, about $52 rmlllon were 
in pesos, of which approximately $44.1 million were Colombia-owned As the 
report indicates, these $52 millJon in pesos were proceeds from U S.-financed 
commodity Imports, local sales proceeds from P.L. 480 Title I agricultural 
commotities, and proceeds from d-Jrect dollar loans repayable in dollars 

The basic U S assistance actions had been these commodity transactions or 
dollar loans and grants Experience with local currency proJects in Colombia 
1s demonstrating that perhaps the most advantageous period for programng 
in detail use of local currency generations is, if it can be done, at the 
time of the negotlatlon of the primary commodity or dollar transactions with 
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a view to developing an integrated development *'package ' To the extent 
possible, and In a very general way, this has indeed already been accomplished 
In the past Increasing attention 1s being given to f'urtherpossibllltles In 
this dlrectlon 

The GAO review quite correctly points out that lesser care was given to 
adrmnlstratlon of local currency proJects than of dollar proJects The 
draft report provides details of speclflc instances where performance would 
have been Improved by better control and surveillance We are pleased to 
report that necessary corrective actions have already been undertaken or are 
now being carried out as described under lntivldual proJect commentaries 
which follow 

However, before dlscusslng the lndlvldual proJects we would like to comment 
on certain characteristics of managing the use of local currency In general 
and, mth particular reference to Colombia, which rmght be useful when 
conslderlng the history of these proJects 

The nature of these counterpart holdings and practical factors affecting 
their use present very real management problems In Colombia, as indeed 
elsewhere / 

First, because counterpart funds are the property of the Government of Colombia 
(GOC), they are not SUbJeCti to the direct control of the U.S. More than ever, 
Colombian ObJectives must be taken Into consideration In Joint U S.-Colombian 
planning of such funds Although U.S. and Colombian developmental obJectives 
usually colnclde, nevertheless in the establishment of prlorltles, selection 
of proJects, and many other obvious ways, the local government takes a 
stronger role when programrmng "its own" money At the same time, we reeognlze 
that given the orlgln of the generating funds, the U.S,, through Its A.I,D. 
24isslon, should play an active role In decLslons on the use of such counter- 
pati funds 

Secondly, It 1s a technique of technical and economic assistance programs 
to build and strengthen domestic institutions which can grow and continue 
to foster national development In local currency programs especially, 
this tends to take the form of placing maximum possible responslblllty and 
authority with domestic lnstltutlons Once lmplementatlon LS in the hands 
of a local entity, there are deflnlte practical limits on the influence the 
U.S. can exert With regard to the Private Investment Fund (PIF), we did 
not feel that the U.S. should become involved in evaluating and approving 
sub-loan proposals lnvolvlng Colombian lnstltutlons and Colombian money We 
$re aware that an element of uncertainty 1s always present In relying on a 
local instrumentality With this in mind, in the case of the PIF, responslblllty 
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for implementation was given to one of the strongest and most competent In- 
stltutlons In Colombia, the Bank of the Republic (BOR), In an effort to achieve 
the best possible results. With regard to the agricultural loans, the key 
instltutlon was the Colombian Institute of Agrarian Reform (INCORA) which was 
established In 1961 In the early years, personnel had to be trained and pro- 
cedures set up which was not an easy process Today, INCORA 1s considered a 
success as an instltutlon due to Colombian effort and, to a considerable 
extent, due to the lending program and guidance from the A I D Mlsslon in 
Colombia Similarly, we are pleased with the ~nstltutional development role 
U S, support has played In setting up the educational adrmnlstrative entity 
known as La Oflclna Admlnlstratlva pava Programes Educatlvos ConJuntos (OAPEC) 

Thirdly, even if the A I D Mxssion wished to rely less on local institutions 
and instead sought a greater direct role in administering local currency 
proJects, limztations on the size of the American staff would not permit this 
The Mission has never had the large number of Americans which would be re- 
quired to enter into the process of evaluating, approving, and monitoring 
sub-loan proJects submitted to credit instltutlons such as the PIF 

Fourth, like all such local currency holangs, these balances are SubJect to 
a time factor in programming for their use If held too long or allowed to 
accumulate unduly, they run the risk of losses in purchasing power through 
price increases and a consequent reduced contribution to economic development 
They should, therefore, be used reasonably expedltlously We note that, in 
general, local currencies for development purposes have been reasonably well 
programmed from the timing standpoint, and the GAO has not found any dlfflcul- 
ties with this aspect of management. 

Our comments on the six cited proJects follow 

B. The Private Investment Fund (Page 7) 

It is noted that the PIF has received support, m addition to the $38 million 
cited In the proJect, from the World Bank and the Inter-American Development 
Bank (IDB). The Mlsslon worked with the Colombia's Bank of the Republic (BOR), 
an existing institution, and expanded the BOR's role by provldlng means of 
affording intermediate term credit through the commercial banks Of 3nterest 
1s the fact that Colombian commercial banks by long custom had provided only 
short-term credit of the sort usually required by traders and uvlporters There 
existed no source Ln Colombia for intermediate credit of the sort needed for 
financing lndustrlal or large agricultural enterprises* The proJect enabled 
the PIF to pioneer this method of financing which is so necessary for develop- 
mental growth The commercial banks for their part were considered to be able 
to provide a useful network and ready-made private sector mechanism in search- 
ing out feasible proJects throughout the country 
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The two mayor points of crltlclsm regarding this proJect are discussed as 
follows 

(1) Regarding the sugar transactzons, the relation of A.1 D 's Manual Order 
1016 2 to PIF's lending operations rmght be consldered f'urther PIF was 
established by and 1s an lnstrumentallty of the BOR, and 1s admlnlstered by 
the BOR Its lending operations are defined by Resolution No 11 and subsequent 
amendments thereto by the Bank Thus, PIF was not directly bound by the Manual 
Orders A reasonable lnterpretatlon here 1s that the M 0 rmght apply only 
to counterpart used directly by the borrower and would not apply to counterpart 
f%nds acquired by IntermedIate credit lnstltutlons which subsequently used 
the funds through sub-loans To clarify the extent of appllcablllty, a revision 
to M 0. 1016 2 has been suggested which would make clear that the provisions 
of the M.O. are applicable to operations of lending institutions financed In 
the future by host country-owned counterpart 

Although the A I D fission was not directly involved In lending counterpart 
funds to the sugar zndustry, the PIF in so doing at that point In time was 
flnanclng what seemed to be prudent business ventures In 1963 and 1964, the 
price of sugar on the world market reached highs of over $ 10 a pound (the 
current world price 1s about $ 0165 a pound) Further, Colombia's Cauca 
Valley has a comparative advantage In this industry, having close to ideal 
condltlons for growing sugar 

PIF sugar loans have not 1nJured U S interests Colombia has never fllled 
Its sugar quota shipments to the U S Reputable authorltles in Colombia 
point out that even with all new planned sugar roll capacity, Colombia will 
not meet the estimated increased domestic consumption In 7 years The produc- 
tion and reflnlng capacity created by PIF loans will be used to satisfy some 
of the domestic demand which otherwlse would result in further imports and 
consequent drain on Colombia's scarce foreign exchange 

(2) Regarding the size of companies receiving loans, loans to large firms 
entall some of the foregolng conslderatlons, however, the follomng factor 
has particular importance 

The prznary ObJectlve of PIF was to strengthen the country's balance of payments 
position by supplying the private sector with flnanclal resources for export 
propotion and import substltutlon Regulation No 11 provides speclflcally 
that the sub-loans made by the funds should be for the folloFnng purposes 

(a) to increase and dlverslfy exports from Colombia, 

(b) to facllltate production In Colombia of necessary l-terns currently imported, 

(c) to ellrmnate or alleviate industrlalbottlenecks in the Colombian economy 
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Most small and medium-sized firms had neither the manufacturing base nor the 
capital to launch an export drive in hLghly competltlve world markets Ex- 
panslon of manufactured or processed exports then and now 1s more likely to 
be generated by large firms For these reasons, the PIF, with the Mlsslon’s 
knowledge, has had a policy of lnterpretlng liberally the powers it possesses 
to make loans In excess of 3 mlllLon pesos 

To summarize, we agree that the execution of the proJect has not been perfect 
However, the proJect has clearly served valid developmental ObJeCtiVeS in 
ColombLa and the basic framework is excellent 

With regard to the GAO recommendations, and based on observation of the opera- 
tlons under this peso loan, the A I D Mlsslon has moved to improve the ample- 
mentatlon of the proJect Since the GAO representatives were in Colombia, 
agreements have been signed coverlng all counterpart pesos PIF has received 
In these agreements, the interest to ultimate borrowers has been increased 
from 12 to 14 5 percent per annum. These rates will be much more nearly 
equivalent to going market prices as the GAO suggested they shoula be ThlS 
increase In interest rates is in accordance with Mission policy that sub- 
sidized Interest for capital shall be avoided wherever possible and, based on 
experience with the loan, the increase of PIF rates was obtained largely as 
a result of the Mrsslon’s lnltlatlve In addition, the maxmum amount inter- 
medrary snstltutlons are allowed to charge was reduced to 3 percent per annum 
to compensate them for the analysis, monitoring, and guaranteeing of the sub- 
loans, a reduction of this type ~5 In accord with GAO recommendations. 

C Fertilizer Production ProJect (Page 12) 

The draft report accurately describes the facts concerning this proJect This 
Protect has long been a disappointment to the U S and also to Colombia which 
has Invested heavily In the proJect Because of this history, It 1s encouraging 
that the plant finally seems likely to begin making a signlflcant contrlbutxon 
to the Colombian economy by June or July of 1967 

As the GAO report Indicates, the lmtnedlate demand for nitrogenous fertlhzer 
was actually for use in mixed fertlllzer The GAO report also goes on to note 
that the peso equivalent of $4 7 mllllon of the P,L 480 funds were a????arentlY 
used 1n the modlfLcatlon of the plant to perrmt It to produce mixed fertlllzers 

(Regarding the $5 8 mllllon in pesos loaned to private investors, the GAO report 
comments that such channeling of funds “In no way contributes to increasing 
the economc and social development of the reclplent nation--the fundamental 
purpose of U S assistance programs” (page 17) The further observation 
might be made regarding -0m.s point, however, that the U S 1s interested not 
only in development per se, but In the kind of development and the manner in 
which It takes place Emphasis on-the role of the private sector, as opposed 
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. 
to state-ownership and management of economic enterprises, has long been 
part of U. S development philosophy Although there 1s no evidence pre- 
sently avallable to the GAO or to A I D that there was, In fact, a posltlve 
lntentlon at the time to make possible partlclpatlon of the private sector 
through this $5 8 mllllon segment of the proJect, this may well have been 
the case 

The GAO correctly shows that at the time of its exarmnatlon there was a bleak 
picture of the then current sltuatlon and the future prospects of the plant 
The following addltronal information provided by our MIssion on February 13, 
1967, may be helpful as a frank appraisal of the current sltuatlon and of what 
Beems to be a greatly improved outlook for the future +a 

a As of June 30, 1966, Fertlllzantes' paid-ln capital 
totalled Colombian pesos 105 mllllon, of which 65 rmlllon 
was financed from ICAX Funds loaned by the CaJa Agraria 
to private businesses and lndlvlduals to buy company 
shares 

b As of June 30, 1966, Fertlllzantes had accumulated losses 
totalllng Colombian pesos 83 mllllon. 

C Production has been suspended since September 24, 1965, 
due to the breakdown of an air fractlonatlon plant 

d The company 1s in the process of liquidating and reorgan- 
lzing with the hopes of acqulrlng addltlonal capital to 
put the plant into operation again with a 
140,000 tons of mixed fertlllzers annually 

capacity of 
The plans 

include an Independent mlxlng plant 

e A new company has been formed and transfer of existing 
assets to the new company 1s expected to be completed 
by the end of February 1967 

f A contract has been negotiated between Colombian Fertlllzers, 
lnc (the new company) and Petroqulmlca de1 Atlantlco to 
operate the plant and production 1s expected to begin In 
June or July of this year 

63 Inasmuch as this 1s a 'two-step" loan, we look to the GOC 
for repayment, not to the fertlllzer company GOC 1s cur- 
rent with repayments 
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D Primary Education ProJect (Pages 17-21) 

The purpose of this proJect was to assist the GOC In a general program In- 
tended to develop the faczlltles and to train the personnel necessary to 
provide basic education for all children of primary school age In Colombia by 
JULY 1965 

We believe that addItIona comment can show that this proJect served important 
developmental obJectlves I-n Colombia, and In fact did have a good effect upon 
development progress In Colombia even though execution of the proJect encountere 
problems as the GAO draft report has described These problems arose from 
well-known dlfflcult local condltlons which had always prevented the country 
from making desperately needed progress in bringing some education to the poor 
and discontented elements of the population In fact, the proJect was almed 
at overcoming some of these conditions, particularly the lack of admlnlstra- 
tlve capacity The project actually has helped to overcome these problems 
but, in turn, proJect execution was impeded by them 

Regarding funding, the U S investment was 22,822,500 pesos The GOC con- 
trlbuted an additional 4x,674,435 pesos in the same period (to August 10, 
1965) Colombia thus Invested all funds agreed upon In the proJect agreement 
and establlshed the atinlstratlve mechanism, OAPEC, to supervise the proJect 
Creation and strengthening of this mechanism, has been an important contrl- 
butlon to development of education In Colombia 

It 1s Important to note that the proJect agreement did not program construction 
of 22,000 classrooms As the GAO report states on page 19, the proJect was 
based on, and In support of, a b-year plan, prepared by the GOC in early 1961 
This plan provided for the construction of 22,000 primary school classrooms, 
as well as setting other targets lncludlng contLnued ube of approximately 
8,000 classrooms, construction of 4 teacher tralnlng schools, and the training 
of 9,500 new primary teachers, 400 supervisors, and 2,500 school adrmnlstrators 
and Inspectors, It 1s now obvious that these b-year plan goals were highly 
ambltlous and were beyond attainment in a relatzvely brief period, given 
Colombia's llmlted economic and human resources However, the proJect marked 
the first really serious attempt by the country to overcome the lack of rude- 
mentary education in a country with serious social, economic, and internal 
securaty problems The year 1961 was the first year of the Alllance for Pro- 
gress of which Colombia was an early supporter The crted proJect marked a 
beglnnlng of serious interest In, and support for, educational programs 
Support from Colombia's budget and internal resources for education has been 
growing steadily ever since This proJect, coming at a crltlcal point in time, 
deflnztely helped the Colombians to begin a slgnlflcant attack on a grave and 
basic problem affecting the country's polltlcal as well as economic stablllty 
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This proJect encountered many management problems, however, Inasmuch as targets 
were revised as dictated by hard experience, it 1s worthwhlle noting that all 
funds were actually spent for educational purposes Regarding the dlsappolnt- 
lng showing In teacher-student ratlo, rnuribers of teachers and guplls did 
increase substantially as the GAO report lndlcates on page 20 

We note that the In-service program lnvolvlng 18,000 teachers was a conslder- 
able effort toward improving quallflcatlons of primary schoolteachers An 
extraordinarily large number of classrooms were bull-t and repaired The number 
of classrooms for which teachers were not available was 51, which constituted 
a very small percentage of the total, 47 of these were In two Departments, 
Valle and Santander, and were dedicated in mid-year or later in the school 
year when teachers were dlff1cul.t to employ 

With regard to maintenance, every school when completed was received by a 
departmental or munlclpal representative at which time an agreement was signed 
comrmttlng the munlclpallty or department to provide maintenance 

The A 1.D Mission was aware of the great problems encountered in administering 
the progect The Mlsslon contracted Norman Glller and Associates, Archltects- 
Englneess of Mlarnl Beach, Florida, to evaluate the technical aspects of the 
construction program and to advise the Mlsslon on the following design and 
construction methods, quality of work, rate of progress, and effective use of 
funds Recommendations for improvement made in this study were discussed and 
followed up with Msn$stry of Educatson personnel 

E Educational Television ProJect (Pages 21-23) 

The GAO draft report correctly Indicates that this proJect was dlsappointlngly 
slow in being completed 

However, with all of its difficulties in getting under way, a UN study team 
of educatlonal television experts who revlewed the proJect were nevertheless 
able to state that it was one of the most successful proJects of its type in 
the world 

The GAO examination reports on the status of the proJect as of September 1965. 
We are pleased to say that the current sltuatlon is much improved as can be 
seen from the comments which follow 

Colombian educational televlslon now has been In operation over 3 years, 1 250 
sets are in classrooms In 8 departments and the Special Dlstrlct These selS 
reach 345,700 children and 7,789 teachers by latest count, with forty-one 
15-minute programs on science, social studies, mathematics, language, arts, 
music, and teacher training This 1s a considerable accomplishment both edu- 
catlonally and operationally 
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It might be observed that all 1,500 receivers have not been Lnstalled due to 
llmltatrons In the schools, 1 e , lack of permanent electrlclty, lack of 
space for televlslon rooms and lack of security, and need to maintain a 
reserve of sets to be used in school while lnoperatzve sets are being repaired 

Many of the U S -traIned Colombian counterparts are not now working In the 
Educational Televlslon proJect However, each lndlvldual department (state) 
has provided flnanclal and personnel support to the ETC project 

Colombia's National Apprentlceshlp Service (SENA) ~~11 train departmental 
(state) technicians who ~~11 be In charge of the installation and maintenance 
of the TV receivers Each technlclan receives his salary from a state budget 

Programs In adult literacy, nutrltlon, and physical education have been added 
to the broadcast schedule during the late afternoon and early evening hours 

F Agricultural Credit Loan (Page 24) 

Regarding the GAO comments on this loan, DLF No 208 (Agricultural Settlement), 
the Mlsslon has provided the following addltlonal lnformatlon 

The proceeds of the SubJect loan provided llqulyd resources for the use of the 
CaJa Agrarla in the program stipulated m the Agricultural Settlement Loan. 
USAID disbursed U, S dollar checks directly to the CaJa in the amount of 
us $8,000,000 An lnltlal amount of US $l,OOO,OOO was disbursed to the CaJa 
to establish a drawing account from which to commence making sub-loans to 
quallfled borrowers All further disbursements to the CaJa were made upon 
the Mlss1on's receipt of satisfactory documentation from the CaJa In support 
of the sub-loans made ln accordance wlththe stipulated program 

Based upon examlnatlon made by the Mlsslon, these sub-loans were In fact made 
mthln the areas of actlvlty stzpulated In the program of the Agricultural 
Settlement Loan, 1 e , 

"Loans to lndlvldual settlers (other than for land rental 
or purchase) to facllltate the development of new and the 
expansion of exlstlng settlement on 'family-sized farms' 
or ranches In Colombia ' 

Bookkeeping transactions cited between-the CaJa Agrarla and the Government of 
Colombia, cancelllng certain indebtedness of the Government to the CaJa were 
based upon a contract, dated November 14, 1.961, between the Government and 
the CaJa 
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The contract must be exarmned m the context of the Loan Agreement for DLF 208 
which provided that the government assumed all of the obllgatlon to repay the 
loan to the Unlted States, whereas the sole but Important obllgatlons of the 
CaJa were to implement the loan by using the loan proceeds to make sub-loans 
according to Section 1 02, and to perform other lmplementlng responslbllltles 
This was not within the terms of the Loan Agreement itself, a "two-step" loan 
whereln the CaJa had obllgatlons to repay any part of the loan proceeds to 
the Government 

Therefore, It was essential that an agreement be reached between the CaJa and 
the GOC as to the basis on which the CaJa received the loan proceeds which 
the GOC was obligated to repay to the U S The above-mentioned contract 
constituted such an agreement and merely provided that, in lieu of repayment 
by the Caja to the GOC of the loan proceeds, certain GOC obligations to the 
CaJa In equivalent amount were cancelled. The contract further stated that 
the CaJa would continue to be responsible for compliance with the terms of 
the Loan Agreement, and in no way attempted to dilute the obligations of the 
Government of Caja therewider. 

The only effect, then, of this contract was to settle internal matters related 
to DLF 208 between those two entities which, In themselves, in no way altered 
the original purpose of the DLF loan or its lmplementatlon By signing the 
contract, the CaJa only agreed to reduce its accounts receivable due from 
the Government instead of creating an account payable to the Government for 
the DLF Loan funds hcelved by It These bookkeeping transactlons resulting 
from this contract did not cause a diversion of USAID funds out of the settle- 
ment program provided for 5n the Loan, nor alter the Government of Colombia's 
obllgatlon to repay the Loan, together with interest, to A I,D 

The GAO report indicates on page 25 that the loan proceeds of DLF 208 did not 
increase the resource availablllty of the Caja for the purpose of making sub- 
loans to lndivldual settlers zn accordance with the terms of the loan The 
Loan Agreement, however, does not specify that the resource avallabillty 
would be increased for this purpose Instead, the loan requires the CaJa to 
carry out the specified sub-loan program with the funds made available under 
DLF 208 

The net effect of these transactlons can be summarized as follows 

1. The WC substituted a loan payable to the U S Government for certain 
accounts payable to the CaJa 

2 The Caja Agraria received immediate llquld resources to make loans to in- 
dlvidual settlers, as specified sn the loan program, In place of long-term 
accounts receivable from the Government The CaJa also obligated itself to 
carry out a sub-loan resettlement program it was not otherwise obligated to 
undertake 
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3 The U S Government continues to have a loan receivable from the GOC 
and an obllgatlon on the part of the CaJa to carry out a settlement program 
with the resources provided by the Loan 

The Government of Colombia's assistance to the agriculture sector Ln recent 
years has been mpresslve Its Investment in the agricultural sector doubled 
In 1966 and ~111 triple in 1967 over the 1965 level for land reform, supervised 
agriculture credit, and livestock production A new bill recently proposed 
to Congress requests trlpllng the annual 100 mllllon pesos (U. S. $7 4 mllllon> 
approprlstLon for the Land Reform Institute (INCORA) and authorization of an 
addltlonal 100 nllzon pesos In bonds to fznance acqulrLng property. Previous 
bond issues have totalled some U. S. $90 0 million during INCORA's 4 yearb 
of operation President Lleras has also requested Congress to authorize new 
procedures to cut red tape and provide more effective tools for land dlstrl- 
button 

Farmers partlclpatlng In-the GOC's supervised agriculture program have raised 
their per capita Income from an estimated 1,440 pesos In 1962-63 to 3,080 pesos 
In 1964, an increase of about 114 percent In annual income 

No dlscussLon of this loan and subsequent loan to INCORA would be complete 
wLthout recognltlon of the Important contrlbutlon made t&developmental ob- 
Jectlves In Colombia Land reform 1s one of the key go@s set forth In the 
Charter of Punta de1 Este of 1961 which establlshed the Alliance for Progress 
Colombia was among the first of the Latin American countrres to make efforts 
in land reform These efforts culminated in taking the dlfflcult polltlcal 
step of passing an effective land reform law in December of 1961 

Passage of the law was not due to an excess of enthusiasm for a social panacea 
Land tenure changes in Colombia were found necessary, as a leading American 
speclallst has noted, because (1) social unrest in the countryside resulting 
from llvlng condltlons acutely felt as intolerable was continually slgnalled 
by spontaneous internal rmgratlons of landless peasants, by frequent seizures 
of land by squatters, and by the Base Fslth which guerrilla bands found recruits 
and (2) econormc policy makers facing inflationary pressures and balance-of- 
payments deflclts could not help notlclng that low agricultural production and 
productlvlty figured in these recurrent dlfflcultles 

The 1961 law created i central authority, INCORA, tp deal tslth all questions 
concerning land reform and to implement the new law Space limltatlons do not 
permit here a full discussion of the manifold problems which the new lnstltutlon 
faced, however, a maJor problem Impeding success In ralslng the standard of 
rural llvlng was a lack of credit facllltles to the small landowner The loan 
to the Agricultural Cre&t Bank was to provide supervised agricultural credit 
for special settlement purposes - INCORA now provides agricultural credit to 
small farmers for a variety of purposes 
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The tlmlng of our loan to the Agricultural Credit Bank encouraged early self- 
help efforts in land reform whereas subsequent loans to INCORA helped build 
that lnstltutlon Today INCOHA 1s a well regarded, well-established lnstltu- 
tlon, which 1s performing its function well and which 1s recelvlng strong GOC 
and external support 

G Feaslblllty Stuaes Loan (Page 27) 

We note that, as the draft report lnticates on page 29, A I D deobllgated 
$1 mllllon of the loan on February 17, 1966 Further, as of January 1966, 
although only approximately $100,000 of the loan had been disbursed, eight 
feaslblllty studies with a total value of $1 1 mllllon had been prepared by 
the Planning Department for financing under the loan 

Selecting a firm to perform a feasiblllty study, executing a contract with 
such firm acceptable to A.I.D., and recrultlng personnel required to work on 
the contract requires conslderable time. We, therefore, believe the date of 
approving the feaslbllity study In questlon 1s more meaningful In terms of 
showing progress under the loan than dates of disbursement to a specific 
contractor which can only occur after he actually has men on the job. Of the 
feaslblllty studies already approved by the Mission, firms have been selected 
to perform the studies zn seven cases and contracts have been executed and 
approved by A.1 D In five of these cases 

The GAO report on page 27 states that at the time the loan was signed positive 
identlflcatlon of the feasiblllty studies to be financed by the loan had not 
been made We wlsh:to observe that actually, in the Loan Application, dated 
A&l 8, 1963, the &OC submitted a list of proposed studies totaling $7.75 
million These studies could not be approved by A.I.D. until after the Loan 
Agreement had been signed, Condltlons Precedent met, and the studies approved 
by AID/W. Of the original studies submitted, three were financed by other 
international lending agencies, four w&l1 be financed by A.1.D , and one was 
financed privately. In addltlon, several were withdrawn by the GOC 

At the tune the loan was bexng considered, the Mission was aware that the IDB 
loan had not been utilized, However, it was believed that the reason for 
the non-utilization of that loan was due to the fact that the funds moved 
through the National Treasury, 1.e , several months were required to have the 
funds released from the Treasury for use by the Planning Department. 

&rle it is true that the Mission believed that the solution of the Treasury 
accouht problem would pave the way for effective utilization of the loan, 
other inherent admlnlstratlve problems existed which were not recognized at 
the time of the signing by either the Mission or the Colombian Government 
In retrospect, zt now appears tb.at the Mission overestznated the admlnzstratlve 
capaczty of the Planning Department to handle the investrgatlons and other 
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technical requirements of preparing feasiblllty studies The 9 months required 
to satisfy the condrtlons precedent to the loan also indicates that the Govern- 
menL did not act in a timely fashion to satisfy these condltlons Neither 
the Mlsslon nor the Government apparently realized at the time of the slgnlng 
that the Planning Department lacked the legal capacity to execute the feaslblll 
study contracts, and It was necessary to cure this defect by an amendment, 
dated August 20, 1964, provldlng that the BOR would act as contracting agent 
for the Government regarding these contracts 

Finally, the orlglnal evaluation did not properly evaluate either the need 
for general area and pre-feaslblllty studies or the fact that the Planning 
Department would have dlfflculty In utlllzlng the entlre loan In a tamely 
fashion for specific feaslblllty studies The original loan also needed 
clarlflcatlon to assure that private sector studies would be funded from It 
As the GAO report properly notes on page 28, the subsequent re-evaluation of 
the loan by the Mission Indicated that an amendment was necessary to resolve 
all of these issues and they were also rectlfled by the amendment of August 20, 
1964 

The A I,D Mlsslon management has learned a valuable lesson from the experl- 
ence of this loan Every new proJect LS now SubJected to ClOSe Scrutiny ln 

order tL ascertaln whether the Colombian entity receiving the assistance 1s 
legally empowered to carry it out, whether it has the su%flc-sent capacity to 
do so, and whether the funds can be used promptly and e3fectlvely for the 
purpose intended While the last two crltzclsms noted above are substantially 
JustLfLed, we do not believe this type of sltuatlon will occur again, As the 
following discussion Indicates, the new Director of Planning 1s also aware of 
the past deflclencles of his organl&atlon in admlnlstering this loan and 1s 
now engaged In taking steps to cure these deficiencies It 1s hoped that 
brlnglng the history of the Feaslblllty Study Loan up to date, as follows 
from January 1966 until the present w&l1 be helpful In evaluating the current 
status and prospects of the proJect 

7 
During the last 6 weeks of the outgoing Valencla regime, which left offlce on 
August 7, 1966, the Planning Department submitted SIX more feaslblllty studies 

'for fission approval for financing under the loan These studies had a total 
value of $1,876,000 However, since President Lleras had evidenced that he 
was going to revitalize the Planning Department, the Mlsslon decided that It 
was reasonable to allow the new government to decide for itself whether 1-t 
agreed 7nth these submlsslons Accordingly, the Acting Director of USAID/Colom 
bla, gave the new Dlrector of the Planning Department the opporturnty t-0 re- 
examine the subrmsslons made in July The new Director re-subrmtted four of 
the orlglnal SIX studies to the Mlsslon by letter of October 4, 1966 These 
final submlsslons have a total value of $596,850 
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The USAID Mlsslon Director vlslted the new Director of Planning to discuss 
the problems of the Feaslblllty Loan on November 4, 1966. He informed him 
that the uncommitted balance of the loan would be deobligated unless effective 
measures were taken wlthln a reasonable tt;lme to assure that the funds were 
utilized promptly for thezr intended purpose The new Director of Planning 
replled at that meeting that he was determined to rectify the delays and 
other problems the Feaslbiflty Loan has experienced. 
November 10, 1966, to the Mlsslon Director, 

In a letter, dated 
he stated he was taking the follow- 

ing steps with regard to the Special ProJects Group (which 1s the divlslon 
with responslbillty for the Feasibility Loan) in the Planning Department 

1 Establish the legal status of the Special ProJects Group so that It has 
the authority to negotiate and sign feaslblllty study contracts on behalf of 
the Government, thus ellmlnatlng the role of the BOR, 

#.. - c 
2 Add quallfled professionals to Its staff, and hire a leading private 
engineer on a consulting basis, 

3. Concentrate the efforts of the Group on the promotion and selection of 
high prlorlty development proJects and pre-negotlatlon of their external flnanc- 
lw3 y 

4 Offer assistance to all levels of government In the adequate preparation 
of development proJects, 

5 Delegate to the Group responslblllty for handling all internal and external 
credft sources for financing the pre-investment and feaslbllity studies, 

6. Incorporate $10 rmlllon pesos in the GOC budget for 1967 for the speclflc 
purpose of financing the Special Group's increased actlvlty 

The Director of the Planning Department also indicated orally to the Mission 
Director that he had already requested the President to procure the special 
legal powers outlined under paragraph one above, and that they would be forth- 
cormng provided, however, that the Congress granted the President the special 
leglslatlve powers needed to make this change He added that he was already 
tn contact wath the private engineer and some of the professionals mentioned 
In paragraph two above 

In his November 10th letter, the Director of Planning also stated that the 
Planning Department has several general pre-feaslblllty studies totalllng 
$629,000 and four speclflc feaslblllty studies totalllng $462,000 under review 
In flnal form Fnth the expectation of forwarding some or all of these studies 
to the Mission for its approval These studies total approximately $1 1 million 
If all are subrmtted to and approved by the Mlsslon in their present amounts 
together with the four proposals submitted in October, the uncommitted balance 

i of the loan mllbe approximately $200,000 
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The Mlsslon believes that the Planning Department xrtends to take the above- 
mentioned steps and that when these steps have been taken it will be possible 
to fully utilize the Loan 

On the basis of the determlnatlon of the Planning Department to correct pro- 
blems hlnderlng the effective utlllzation of the SubJect loan, and further 
considering the number and value of the feasibility studies ezther submltted 
in the past several months or about to be submitted, Ihe Mlsslon recommends, 
and AID/W concurs, that the uncomtnltted balance of the loan not be deobllgated 
at this time, We believe that this declslon is in accord with the GAO report 
which states that A I D should "Review the slow moving and unutilized 
feasibility loans to Colombxa and other Latin Amerxcan countries with the 
view of deobllgatlng such loans or taking action to put the funds to use on 
their intended purpose 11 

The Mx%ion wxll again make a full review of the progress achieved by the 
Planning Department before July 31, 1967, and make its recommendations to AID/W 
on any necessary further action 
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