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MEMORANDUM FOR THE L.A. CAPITAL ASSISTANCE EXECUITTIVE COMMITTER

FROM: USAID/Bollvia

SUBJECT: Bolivia - IRR - Community Development Loun (Second TLoan)

1. The Borrower

The Borrower will be the Government of Bolivia. The National Community
Development Service (NCDS) of the Ministry of Agriculture and Campesino
Affairs will administer the loan.

2. Amount of Loan

Not to exceed $3.0 million. Of this amount $2.1 million will be used to
finance local currency costs of self help projects and $0.9 million will be
used to purchase goods and services from the U,S. and ellgible LDC countries

(Code 9h1).

3. Project Description

The loan will provide financing for an ongoing program which provides and
upgrades community infrastructure facilities in rural areas. AID finuncing of
this objective was begun with Loan 511-L-038. Wnile the selection of individual
projects will be based on community felt needs, it is presently estimated that
the proposed loan should allow the NCDS to complete approximately 1,636
agricultural, 640 engineering, 139 education and 36 health projects. The CD
Program provides the only practicable means for the GOB to respond to the
development needs of the rural sector of Bolivia, where 3,M of the population
reside. A seccondary objective of the loan is to continue the slcw, but steady,
pace of developing local ingtitutions, such as village committees which provide
a mechanism where the traditional self-help spirit of the Bolivian campesino

can effectively operate.

k., Total Cost and Financial Plan

The total cost of the project activities is expected to be about $6.8
million over the three-year period. The proposed AID loan will be for
$3.0 million. The local communitlies will provide about $°.6 million dlvided
into local voluntary labor (35%)*, local materiuls (29%). cash contribution

¥This figure is based on NCDS' calculations of the number of local labor
manhours per project and the local prevailing wage rate.



(32%), and miscellaneous (8%). T™e GOB contribution w11l be $1.2 million
in operating expenses, including the salaries of 111 central office employees,
415 field employees, and 44 training center officials,

Sources and Uses of Financing

Foreign Local

Exchange Currency Total
Proposed AID losn $0.9 million 2.1 million 3.0 million
GOB Contribution 1.2 million 1.2 million
Locel Contribution $2.6 million $2.6 million

$0.9 million  $5.9 million  $6.8 million

5. Alternative Source of Financing

(e) The IBRD was not in the past interested in this type of loan, and
subsequent discussions have confirmed their lack of interest.

(b) The IDB has in the past made 8 small loan to support a colonization
(re-settlement ) program. During the Intensive Review, we will
ascertain their interest in a coordinested approach to Community
Development.

(c) AID controlled local currency is not available at this time.

(d) The UN, through the World Food Program, msy be interested in
contributing commodities to NCDS for food for work projects. (The
UN already has an adviser in training volunteers. ) During the
Intensive Review, we will investigate this possibility.

(e) To the best of our knowl-ige, no other international donor has any
interest in this program.

6. Section 611.

No problem is anticipated in meeting the requirements of Section 611,
Based on previous experience, the NCDZ has estimated the project costs
for the local currency component, principally for materials. The dollar
costs which ere given in detail in their 3-year plan are mostly for
vehicles and machinery. No other construction, engineering or cost
estimates are directly Involved, and the other paregraphs of Section

611 do not apply.

T. Background

The rural population of Bolivia is handicapped by ‘interrelated develop~-
mental programs: illiteracy, diversity of languages, primitive production



practices, inasdequate educational systems, poor cummunication and trans-
portation, poor senitation end health, economic insecurity end traditional
isolation. The rural per capite income has been estimated st less than
$50 per year. Complicating the problems of the rurel areas has been
continued political turmoil. Bolivian governments have attempted to
satisfy the more pressing demsnus of the urban and/or mining interests
before attecking rural problems.

The Revolution of 1952 found Bolivia characterized by a feudalilstlc system

of' land tenure, two cultural worlds composed of a Spanlsh-speaking minority
and a traditionally orlented campesino msjority, locked in a system of

class sand caste with social and economic immobllity. Although the Agrarian
Reform gave him his land in 1952, the campesino remains essentially outsilde
the nation-building process in Bolivia. Integration of the campesino into
the soclal and economic development of the country has been & stated
objective of several Bollvien governments. However, politics and the
extremely limited resources available, hsve worked against atteinment of

this objJective. The first step toward encouraging the integration process
was the establlishment of an effective Institutionsl structure snd operationsl
process. In early 1965, the National Community Development Service (NCDS)
was set up to formulate a plan of action for = community development program
based on the concept of self-help. The Community development program was

set up with two bassic objectives: (1) the establishment of local representative
government through the creation or strengthening of local ingtitutions, and
(2) the establishment of an institutional structure which will allow the
rural communities to communicate thelr needs, aspirations, and aveilable
resources for development to the central government.

With respect to the institutional objectives, it should be noted that the
neture of community orgenization in Bolivia varies widely from region to
region snd even between nelghboring communities. A rural comnunity may
include any or all of the following: & sindicato (a type of farmer's union),
a corregidor ( e local dispute settler), a jilacata (a traditional leader),
an official de registro civil ( a cormunity vital statistics registrar), a
comité de auxilio escolar (s PTA). The degrees of activity end interest
Of each of these officlals in the community may vary greatly. The Village
Level Workers, therefore, have concentrated their efforts on forming local
project committees which may or may not include the above-listed officials.
The community's needs and desires asre transmitted through the interaction
between these project committees and the NZDS structure. (The loan paper
will review 1n depth the relationships between the local organizations and

the program).

In the mid-sixties the IDB, UN and AID began some limited efforts to assist
the program. (The loan paper will review the past experience in this area ).
In July 1968, AID authorized Loan 511-L-038 for $1.7 million for Agrarian
Reform and Community Development. After a series of political and organizs~
tional difficulties were resolved, the Loan was slgned in August 1970 for



L

$915,000 for community development without the agrarian reform component.

After some difficulties with meeting the Conditions Precedent, disbursements
began in July, 1971 snd loan runds should be exhausted by June 1972. Partielly
in response to USAID Audit Report No. 68-11, dated April 19, 1968, the NCDS
has also strengthened its accounting, personnel and documentation procedures

50 a5 to carry ovt 1its responsibllities more effectively. The recommendations
of that report have now been effectively implemented.

The program gained in effectiveness over the past 5 years and hes rapidly
gathered momentum with the disbursements of ILoan 511-L-038. Over 900 projects
have been completed at a total cost of over 19 million pesos, with about 6
million pesos provided by external sssistence. The program is now the most
effective Bolivien vehicle for directly asslisting the campesino to promote

his own cconomic and social development. Without this program, three-quarters
of the Bolivian population would have received little or no direct attention
from the Central Government.

8. The Loan in the Mission Program

The GOB and the Mission consider this a high priority program. One of
the principal US objJectives 1s to encourage economic growth in the hopes of
contributing to increasing pollitical stability in Bolivia. In predominantly
agrarisn Bolivia, the participation of the rural sector - the campesino - in
the developmental process 1s essential to further susptantial economic growth.
In addition, 1t is a US objective to help Bolivia develop local and national
institutions with the capability of trailning some of the human resources
necessary for scoclo-economic development.

The Loan will help meet both these objectives by encoursging the campesino

*0 help himself and slowly modernize his community with his government's

help. The development of community committees which cen organize and

direct local projects is a step 1n the procees of bullding local institutions.
Continued AID support of NCDS, with 1ts leadership and cempesino treining,
reinforces the development of a Bolivian institution which responds to the
representative needs of the rural msjority. Over time, through soclo-economic
development aided by thls CD process, the rural sector may essume s political
role in Bolivis corresponding to its numerilcal strength,

The overall U.S. developmentel strategy empheslzes egriculture and the
private sector. The 3-year CD plen wes coordinated withthe Ministries of
Agriculture, Planning and Finance snd shifts program direction to concentrate
on economic development activities, especlally agriculture. The proposed
losn thus clearly fits into U.S. strategy. (This decision represents a
desire to downgrade slightly the psst priority on rursl schools and health
posts end to increasingly emphasize infrastructure and esgricultursl projects
leading to incressed income in the rural areas.)



9. Impact of the Proposed Loan. "he $6.8 million CD program discussed
hercin will muke an important con . ibution to Bolivial's development, but
It cur only beiin to catisty the mussive needs of the rural sector. The
GOB fuliy recopuizes the long-term importance of this program. However,
political pressures anl heavy demands for basic services from urban areas
preclude the GOr r'rom uslng more of it's scarce resources in the widely
digpersed rural communities. Through CD, however, GOR Ministries are re-
quired te focus attention on the rural areas. For example, n CD school
project e Initizted only when the Miristry of Iducation formully ugrcees
to preovide w tencher rfor that school. The Ministry uguully follows through
ou their commitment,

This proposed loan should allow NCDS to complete approximatiely 1,636
agricultural, 6k0 e¢nginecering, 139 educution and 36 heulth projects, in
addition to innumeruble training und technicui assistunce cifortis, The
estublishment of gsector priorities conforms with the revised prioritics
described ubove. The selection of individual community joroJectys will
continue to be based upon the community felt needs. However, Iu urcas
where the pattern of local organization and self-help has been established,
NCDS personnel will work closely with the community to identify projects
(e.g. irrigation, feeder roads, bridges) which will result in inereused
production and higher personal inconme.

10, Issue: Program Funding. Because of their own fiscal limitations,

the GOB at this time is unable to contribute any more to the program than
the administrative expenses which they currently provide. The communities,
through cash, commodity and labor contributions, will continue to provide
the bulk of the local costs. This procedures is in effect, a self-tax.
Rather than chuannelling their limited cash resources, through the Central
Govermment at a high inefficiency cost, the rural sector pays dlrectly

for those projects it deems necessury. Wwnile an attempt will be mude 1o
sradual ly increase the percentage of local contribution, including the

GOB share, great expectutlons should not be encourayged .

In the short run, three-five years, there is o continuing nced for external
assistance to support this program. In accordance with general AID policy
and the previous experience of this program, an attempt must be made in

the intensive review to interest other donors, particularly the UN and DB,
in this program. In the long run, external assistance must be phased out
as the GOB's fiscal situation improves.

11. Issue: Administrative Capability: By Bolivian standards the NCDS
has developed a reasonable effective administrative apparatus. FEarlier
administrative difficulties wiaich delayed initial disbursement of Loan
511-1-038 have been overcome. However, the Intensive Review will carefully
look at the present administrative structure, concentrating on document
flow, fiscal accounting system and personnel policy. (A pending AAG report
which points out certain administrative problems, such as purchasing, will
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be used as u basis for the investigation). The recent program evaluni lon
pointed out a bottleneck in document processing. This could possibly bLe
controlled by the busic electronic data processing capabllity which
exists in La Puz. The iscal accounting system now sppeurs to be in good
shape, but quuarterly audit reports will be contlinued to uassure proper
wccount ability. Personnel policies have improved, but there is a
continuing nced to diminish politically influenced decisions in this

aEency.

12. Issue: Organizational Structure. The NCDS has recently adopted a

new structure which is purported to be more effective and responsive to
project needs. The Intensive Revi.w should confirm the appropriateness

of this new gtructure. In addition, the recent evaluution suggested the
desirability of transferring the Program Auxiliar Rural de Rehabilitaciones
( PARR) (which is responsible for emergency rural programs) to the NCDS.

The Intensive Review should investigate the feasibility of that transfer.

13. Intensive Review. Intensive review will be curried out by the USAID/
Bolivia staff with help from LA/DR, if uvailable. The review should take
approximately three months. Particular attention will be given to the
issues raised above and those raised 1n the AID/W evaluation report.

Loan Committee

Committee Chairman - Ronald G. Russell, CAP & Marion H. Ford, CDD
Controller's Office - John Davison

Community Development - Larrv Armstrong

Program Office - Gene Szepesy

AID/W
Desk Officer - Richard Frederick
LA/DP - John O'Donnell
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