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PART I. SUMARY AND RECC4ENDATIONS 

A. Face Sheet 

B. Recommendations
 

Based on the findings during the intensive review oA! the Depart
mental Development Corporations Project, it is the opinion of theProject Ccmittee that the following be submitted for AID approval: 

- Loan $ 10,000,Ow 

(Loan Terms: 	 40 years, 10 year grace
 
2% interest di-ing grace
 
period, 3% thereafter)
 

- Grant 	 900,000 

Total New AID Obligation 	 $ 10,900,000 

C. Descriptiou of the Project 

The borrower will be the Government of Bolivia (GOB) through the
Ministry of Planning and Coordination (MPIC). The nine Departmental

Development Corporations (DDCs) will serve as the 
Project's principal 
executing agencies.
 

The proposed Project has been designed in response to the strategy
set out in the Mission' ; DAP and CDSS to work more closely with theIfCs as alternative sources for channeling development resources to

the rural poor in Bolivia. 
 In providing financial resources to the
DDCs for the 	implementation of carefully seletted subprojects, the

Project complements the technical assistance 
being provided to thecorporations under the Rural Development Planning project. Together,

the two projects will assist in improving the planning and project

design and implementation capabilities 
 of the DDCs. 

The goal of the project is to improve the standard of living of
the rural poor. The purpose 
of the project is to enhance the outreach
capability of 	the Departmental Development Corporations to identify

and implement subprojects which will be 
of direct benefit to the 
target group. 

As the borrower under the loan, the GOB will assume the debt
responsibility but will then pass the funds on 	to the develomnt 
corporations 	 on grant basis. Thea debt responsibility, therefore,
will remain at the central government level. Through this mechanism
the DDCs will not be required to impose a financial criteria thatproposed subprojects be income generating and, therefore, will not 
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be constrained with respect to the type of subprojectsfinanced under the loan. 

which can beHowever, to assure consistency with theobjectives of the Project as as thewell impact of subprojects uponthe target group, other eligibility criteria will beF~t=4b). imposed (see 

All nine of the development corporations inin the Bolivia will participateProject. In light of the limited funds availableject, consideration was for the Progiven to restricting the number of corporationsparticipating in order to maximize the impact of those resources.idea has been rejected because This
the primary objectiveis institution building of the Project

(i.e., improved planning and implementationof subprojects designed to impact upon the target group) within theframework of the strategy and eligibility criteria which have been
established. Both the Mission and the GOB 
must believe that all the DDCsbe involved if this objective is to be achieved. 

Project funds will be li'ited for use in costs directly associatedwith subproject implementation; funds

activities will not be used to finance
such as feasibility studies. Emphasis for subprojectinvestment will be on those activities which generate income or
employment opportunities 
for the target group, particularly in theagriculture sector. Specific activities will include: improvedcrop production and development, livestock development, water resotu.ces/water control, land improvement, reforestation, storage facilities,
small scuie agro-industries and marketing facilities. Subprojectsoutside the agriculture sector such as potable water systems and
small scale rural electrification 
will also be eligible. 

Grant funds will finance a total of seventechnical work years of long-termassistance to the development corporations in PazOruro. Assistance provided will focus 
La and 

improved regional planning,project identification 
on 

and implementation, and improving the internaladministration of the corporations. In addition, grant funds willfinance two short-term advisors. 
resource base 

Cce will stud the current financialof the DhJ~s and recommend to thebase can 
GCB means by which 'Lhebe increased. The second advisor will assist thepreparation N in theof guidelines on environmenta considerationsduring subproject developwnt. Finally, 

to be examined 
graut funds will be utilizedto finance assistance for special subproject evaluations. 

Subprojects will be approved for financing during the first threeyears of the Project. A maxim two year disburrment period hasbeen established for eligible subprojects. Thus, to permit completefunding of subprojects approved yearin three, a five year disburse
ment period is expected. 

D. Summary F i 

The Project Comittee has determined that the proposed activitiesare technically and financially feasible for completion within the 
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proposed five year disbursement period. The Project is designed to 
support the development efforts of the DDCs and is at the heart of 
the Mission's strategy to provide assistance more directly to the 
rural poor. Several suborojects prepared by the lDCc were examined 
during intensive review. They indicate that sufficient technical ex

pertise exists at the corporation level to carry out the type of 
financial and economic aralysis neceesary to determine subproject 
feasibility. Technical assistance provided under both the proposed 
Project and the Rural Development Planning project will help the DDCs 
to refine methodology and adopt uniform procedures for carrying out 
economic analysis. Because the corporations will be using their own 
funds for counterpart, there appear to be no financial constraints 
for project implementation. The social analysis does not identify 
any obstacles to project implementation and indicates that the Pro
ject will provide more opportunities for the target group population 
to participate in activities which will meet their specific needs.
 

On the basis of the analysis contained herein, the Project Comittee 
has concluded that the project is technically, economically and finan
cia.lly sound and recommend that a loan be authorized to the GOB in 
an amount not to exceed $ 10 million and a grant be authorized in an 
amount not to exceed $ 900,000. 

E. Project Committee
 

Robert Adams - Chief, Office of Engineering, USAID/B 
Gerardo Arabe - Office of Health and Nutrition, USAID/B 
Janet Ballantyne - Economist, USAID/Perd 
Terrence Brown - Office of Development Resources, LAC Bureau, 

AID/W 
Howard Handler - Chief, Planning and Evaluation Division, 

-USAM 
William Kaschak - Office of Development Resources, LAC Bureau, 

Kevin Kelly - Project Coorlinator, Develodment Resources 
Division, USAID/Z 

Charles Reed - Chief, Human Resources Develoment Division, 
USAID/E 

Melvin Van Doren - Controller, USAID/P 
Stephen Wingert - Deputy Chief, Rhiral Develiert Division, 

USA/B 

Reviewed by:
 

Peter Bittner - Acting Chief, Development Resources Division, 
USA /B 

Daniel Chaij - Chief, Rural Development Division, USAID/B 

Approved by:
 

Frank B. Kimball - Director, USAD/B 
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PART I1. PROJECTEACKGROUjn AND DET11 DESCRIPTION 

A. Bac ground 

1. Tsrget Gro,.p Description 

Development problems in Boliviabe more severe are generally considered tothan in other " South American countries.factor contributing to the existing low 
A major


geographic diversity level of development 
 is the 
valleys, 

of the country (high plateau,and tropical lowlands) which has 
rugged mountain 

of restricting travel had the important effectand communications.lacking and ha Basic infrastructureserved t. isisolate the various regionsfrom one another. of the country 

Of a total population
cent (2.8 million) live in 

of 4.65 million, approximately 60 perrural areas.tion is dependent on agricultural 
The majority of this populaendeavorsis estimated that for its livelihood.90 - 95 Itper centfarmers in terms of farm size 

of the rural populace are small
 
most - one to two hectares - who
of their income derivefrom potatoes, barley, wheat,and coca. Mixed rice, vegetables,livestock production accountstheir income. A majority of the 

for the remainder ofSmall farmersand Andean Valleys where live in the Altiplanothe land is characterizedand is subject by low fertilityto harsh climatic conditions.are Theirsmall due to fragmentation land holdings 
disbursed and often are not contiguousover large but areareas. Languagesector since is a major constraint60 per cent in theof the nativeQuechua or Aymara, Indian Population speaks onlythereby inhibiting participation inas well as the ability to adopt 

the econaq

and diffuse agricultural Practices.
 

Per capita GNP was aboutfor the rural inhabitant 
$ 360 in 1975 although the average(and theonly one-third of that aount. 
=ml. farmer in particular)

Contributing was 
between the national to this disparityand ruralinefficient GNP figures areand antiquated production methods, 

low technolog levels,

cies, rudimentary marketing ine-ficienstora*e and Processing facilities,trnsportation and inadequateand camication infrastruciure. 

Health condtins are also severe.years. Sewerage systeMs reach 
Life expectancy is 50only 11 pertion and centonly 1-2 Per cent 

of the rural populahave accessmortality rates, to Potable water.considered Infantby some a society's overall 
to be the best proxy measure ofhealth stetus,nationally an rangeto estimated 235 

from 147 per thousand per thousand in ruralrates are the highest areaa. Tesein South America. CcThnlcale,and gastro-intestinal respiratory,
diseases are widespreadof the lack and are a direct resultof sanitary facilities 

water. Malnutrition and limited availabilityis of potablealso widespread where the average rural family 



consumes only 77 per cent 
calorie& and 49 per 

of its minimum daily requirements ofcent of its minimum daily requirements of protein. 

In the education 
approximatl 

sector, there is an illiteracy rate of60 per cent among the population
and 65 per cent do 

over 15 years of age,not speak Spanish as a first language. Whereasapproximately 81 per cent 
enrolled in school, 

of the urban school age population is
in the rural areas the figure is only 36 per
cent. Deficient facilities and poor quality of both the teachersend curriculum account for the low attendance level in the rural 
areaso 

2. Mission Stratezy 

The Mission's March 1978 Developmentestablished Assistance Program (DAP)technical and financial assistance as a major to the variuus DlCsnew thrust in its program strategy.
Development Strategy Statement (CDSS) 

The more recent Country
places further emphasis onwolking with the DDCs.
 

In addressing the major problem of low incomesand inadequate and deficientbasic public services, the Mission has developed acomponent strategy. twoThe first coml onent consists of efforts tobroaden productive employment and involves the implementationmodel ofrural infrastructure projects, improved
fertilizer, tools, access to credit,
appropriate technology andThe other productive inputs.second attempts to alleviate human misery and improve the qualityof life through the direct provision of basic servicessanitation, education, potable water, 
such as health,

and shelter. Critical to boththese approaches is the formulation 
direct involvement 

of a Mission program that emphasizesof the target group inexpanding Bolivia's development byits integration into the econom through local level institu
tions.
 

Since the primary function of the corporationsthe econoic is to promoteand social developent
regions, 

of their respective geographirsthey provide an institutional framework through which thisstrategy can be implemented. The proposed Project,with the in conjunctionRural Development Planning project, represent the iaitia.1efforts by the Mission 

strategy. Emphasis in 


to work with this new thrust in program
both projects is on developinginstitutions the DIls ascapable of the planning, project desiand projectImplementation necessary to bring about increased target groupparticipation in the dLvelopment process. 

The broad scope of responsibilities
excellent of the DICs provide anmeans for implementing this strategy.have been The corporationsinvolved in 

new 

which responsive 
a wide range of rural development activitiesare to the concerns of this strategy, including access 



-6
and penetration road construction, school and hospital construction,land rehabilitation, animal husbandry, natural resource management

(primarily conservation), crop diversification and agro-industry
development. As a result, the base exists within the structure of
the DDCs for further expansion in the design and implementation of

small rural development projects.
 

The strategy recognizes the role of the development corporations as an integral part of the Bolivian planning process and isbased on a belief that, by working directly at the departmentallevel, projects will be designed and financed which will not onlybenefit the rural poor but will also provide them an opportunity toparticipate directly in the identification and implementation of
projects which meet their specific needs. 

As indicated in both the Mission DAP and CDSS, another important factor underlying this strategy of working 
more closely
with the DDCs is that it is a means of dealing with the institutionaland absorptive capacity constraints at the central government level
by broadening the project implementation base. In addition, the
strategy is expected 
to help improve the Mission's information anddata base since the DDCs have a better in-depth grasp and sensitivityto development problems in their areas and, through the closer contact,will have the opportunity to 6hare their insights with the Mission. 

3. Relationship to Other AID Activities 

The proposed Project has been designed as one of the firstefforts by the Mission to address the strategy outlined above of
working more 
 directly with the development corporations. A keydistinction between this effort and other Mission activities is thatthis Project will have the DDCs as the primary implementing instilutioas, and not a central Government ministry. The Project also will
be focusing specifically on the planning system 
of the corporations. 

The other Mission project working directly with the DDCs isthe n 1978 Rural Develoynmt .1anning project. This grant projectwill provide technical assistance in planning and project design andimplementation to five development corporations. The provision of
lmg-term technical assistance will directly complement the implementation focus of this Project, the two working together to developthe nna ty of the IMCs to plan and implement projects specificallydesigned to help achieve objectives established in medium-term development strategies. The proposed Project will also provide technicalassistance similar to that provided by the Thmral Development Planningproject to the corporations in La Paz and Oruro (which were notoriginally included in the grant project) as further analysis of thesetwo flDCs indicated that assistance in planning is needed. 
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Certain activities of the proposed Project will be similar 
to those financed by the Village Development project. The Village 
Development project, however, will focus on smaller projects in the 
more isolated rural areas of Bolivia. The National Community Develop
ment Service (NCDS)will be responsible for project implementation 
and will work closely with each community in promoting and implementing 
subprojects. In addition, communities wll be required to contribute 
a minimum 40 per cent (in cash or in kind) to the cost of each sub
project. Thus, while there are similarities between the activities 
of the two projects, they are not duplicative because of the different 
focus, the community action orientation of the Village Development 
Project, the larger size of subprojects to be financed under the 
proposed Project and because they will be closely tied to the planning 
process of the DDCs.
 

The Rural Sanitation project will finance the construction of 
potable water and sanitary facilities but will limit its geographic 
focus to the rural areas in the Departments of Cochabamba and Chuqui
saca. The project is being implemented by the Departamento de Sanea
miento Ambiental (DSA) of the Ministry of Health and, as witn Village 
Development, will have no direct link to improving the planning system 
of the DDCs. However, because of the specific geographic focus of the
 
Rural Sanitation project, any similar activities under this Project 
proposed for Cochabamba or Chuquisaca will be closely examined to 
assure there is no duplication of effort. 

Both the Agriculture Sector II and Rural Roads 11 projects 
will involve the DDCs in their implementation, and are the only other 
Mission projects with direct participation of the DDCs. In the 
Agriculture Sector 11 project, the corporation in Tarija (CDEAR) 
and the Ministry of Agriculture and Campesino Affairs (MACA) are 
working together to increase the availability to the small farmer 
of needed inputs, particularly land, water, improved seed and the 
production and investment credit needed for the purchase of these 
inputs. Rural Roads II will concentrate its activities in the southern 
departments of Chuquisana, Potosf and Tarija. The corporations in 
each of the departments has signed an agreement with the National 
Road Service (SNC) detailing the implementation responsibilities of 
each organization. 

Under the Agribusiness and Artisanry project, sub-loans will 
be made to private sentor enterprises. It is not expected that, 
under the proposed Project, the DDCs will establish any type of 
banking mechanism required to lead to the private sector. The DDCs 
are public sector entities which, in some cases, either have or are 
planning to undertake and manage agro-industrial activities. Sub
projects of this type financed by this Project would be public enter
prises and would not conflict with activities of the Agribusiness 
and Artisary project. 
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A final activity to which the proposed Project is closely 
related is the Title III program. Of the expected generations from 
the sale of wheat, $ 15 million has been programmed to finance develop
ment activities of the DDCs. This additional sourc e of funds will be 
used for activities similar to those of the proposed Project. It is 
expected that the same eligibility criteria will be applied to Title 
III resources thus enabling the subprojects financed to be directed 
toward the same objective of the proposed Project -- to enhance 
the capability of the DICs to identify and implement subprojects 
which will be of direct benefit to the target group. Although similar, 
the activities funded under the two projects will not be duplicative.
Under the Title III Program, availability of funds will be on a year
to-year basis with no degree of certainty as to how much will be 
available each year. Flanning specific activities for use of Title 
III funds, therefore, will be subject to availability of funds. In 
addition, the two projects together would provide a total of approxi
mately $ 25 million to the corporations over a five-year period; or 
approximately $ 600,000 per year per corporation. It is expected 
that an increase of this amount can be readily absorbed by the cor
porations.
 

4. Other Donor Activity 

Involvement of other donors directly with the development 
corporations has been limited to date. Under a bilateral agreement,
the German Government has provided technical essistance in planning 
to the corporation in Santa Cruz and has recently initiated a similar 
program in Cochabamba. UNICEF is sponsoring a small scale integrated
rural development program in Tarija and Chuquisaca which emphasizes
the eduncation and health sectors. Participation of the World Bank 
and IaterAmerican Development Bank has been limited primarily to the 
corporation in Santa Cruz where they have lent resources for the 
construction of large infrastructure projects. 

One outcame expected from the Project is a demonstration to 
other donors that, in the develolmnt corporations, a viable alterna
tive edxists to the central Governmant for lending funds for develop
ment activities. Th- hoped for result is the more direct psrticipa
tion of other donors with the DDCs in undertaking development activi
ties in Bolivia. 

5. Bolivian Plannirg System 

Bolivia's experience with national planning spans more than 
two decades beginning in the mid 1950's with the national government 
recognizing that the development of the ecoay and raising the 
standard of living of the population would require a systematic, 
comprehensive and technically sound approach to planning. Political 
instability during the 1960's slowed the development of the planning 
system. However, the idea was never re&acted and additional experience 

was gained in project preparation and investment prcgrin . In 
addition, the number of professionals trained in planing methods 
vas increased. 
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Beginning in 1971, the Banzer government brought period ofapolitical stability to Bolivia during which time a renewed impetuswas given to planning at al levels. The current system for planningwas introduced during this period with the critical event benin' theestablishment of the National Planning Council (CCKEPLAN) and theMinistry of Planning and Coordination (MpC) in 1974. CONF AN andthe MC are the entities with overall responsibility for developmentplanning and sectoral and re 6 icnal plan coordination. Effortsalso initiated wereto strengthen the planning capabilities of the sectoralministries and, at the departmental level, recognition was iiven tothe importance of the role of the development corporations (DDCs).This role of the DDCs includes not only planning but also the designand implementation of specific projects. For this purpose, each DDChas an aLtonomous investment budget derived primarily from mineraland petroleum royalties, local taxes and transfers from the nationaltreasury. This emphasis on planning and implementation of developmentactivities culminated with the issuance of the 1978 Law of the Departmental Development Corporations which strengthens the MPC as theentity responsible for the direction of the development planning bythe DDCs and for coordinating departmental and sectoral planning
within the context of the national development plan and policies.
The Law also confirms the central role of the corporations in planningand implementing prcjects within their respective departments. 

a. Planning at the National Level 

CONEPLAN (an inter-ministerial committee chaired by theMinister of Planning) through its technical body, the XFC, resisponsible for setting national development policy and prioritiesincluding approving and monitoring the five-year and annual operationalplans. The NPC, under the direction of the Sub-Secretary for Planning,is responsible for carrying out the functions of macroeconomic planning,sectoral planning, regional planning and project analysis (see Figure1 for the MlC's organizational chart). 

In preparing both the five-year development plans andthe annual onerating plans, the MPC relies an plans subiitted by thesectoral ministries and the development corporations. These plansare formulated following basic guidance provided by the NPCinclude summary descriptions of the on-going 
and 

efforts of the ministriesand corporations and, importantly, what activities (i.e., promore 
jects) they propose to undertake during the planning period. TeMIC reviews the subissions to coordinate and integrate vhat basproposed prior to sending its recommendations 

been 
to COMEPLAN. For themost part, COEMPLAN approves all the recommendations of the NPC. 

While problems exist with the system at this level(weakness in the integration and coordination of plans and inconsistentmethodology for project anal.ysis) the following features provide asolid foundation for its improvement: planning aredecisions centralized 



__ 

________ 

Fiaure 1 Organization Chart - Ministry of Planning and Coordination 

I 
Minister I 

(Chairman of CONEPLAN) 

Projects b Sub-Secretary Sub-Secretary Sub-Secretary Nationalo-anning 
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Affairs (INALPRE) 

Macroeconomic 
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 Personnel j 

_ National 
_Institute 

of 
Sectormll -1j Internatio~nal Library (I )Planning j Cooperation (INE) 
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to Palace National
Regional Public Institute of 
Admdinistration Legal Advisor Publicto Ministry 
 Administration
 

-iIntegration (ISAP) 
I eneral
 

Admilistration 

IWarehousing 
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I 
' 
 Archives
 

b MPC, INDEF, INALPRE, Ministry of Finance, INI, Chamber of
Industries, 
 and other financing institutions on an ad hoc basis. I Official 
Bulletin~ 
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through the MPC and CCNEKPLAN so that program coordination can be facilitated; the process recognizes the importance of inputs from the development corporations; and the project oriented rature of the processemphasizes the implementation of activities, thus aot limiting itselfto a document of aspirations. Equally important is the degree ofcommitment to the system which has been exhibited by the GOB. 

b. Planning at the Departmental Level 

A DDC has been established in each of the nine departmentsof Bolivia. Although initially established to serve as public -works

committees 
 and promote the development of urban areas inthe department,the rocus of the DDCs' work has now broadened to the point where theeconomic and social development of the entire department is theirprimary responsibility. An important step in the expansion of theDDCs' role was the issuance of the Law of the Departriental DevelopmentCorporations in February 1978. In addition to strengthening the role
of the I4FC as the entity responsible for overall planning, the Law
also clearly establishes the functions 
and lines of responsibilities
of the DDCs and confirms the central role of each corporation
planning and implementing development activities within its own

for
 

department.
 

Each DDC has prepared a macro-level diagnstico. Essentially, the diagn6sticos are a descriptive overview of the department
which include data on geography, population, income levels, agricultural and indistrial production, and natural and mineral resources.In theory, the diagnstico becomes the basis for the annual operatingplan prepared by each DDC. The plans primarily consist of the activities (i.e., projects) proposed 
for the upcoming year and are submitted

to the MTC for approval and inclusion in the national operating plan.
The pr~ratig plans prepared by the DDCs acknowledge the di&nsticos
in that they scmmarize the development situation and potential for
development of the department. In cases,
many however, the projects

proposed in the annual operating plans 
are not entirely consistentwith, or do not follow a stratetr suggested in, the data generatedby the diagnsticos. Rather the projects represent perceived needs(and, at times, political pressures)  of both the national anddepartmental levels. For example, in Cochabamba, the developmet
corporation has pruposed the construction of a large indu trial park
(perceived as a national need) and a terminal for buses fnr the cityof Cochabamba (a departmental need), neither of which correspond to an identified development constraint which should be a&dressed. 

A major reason for the inconsistency between what issuggested by the diagnsticos and what is proposed by the flCs isthe fact that the diagnsticon are descriptive studies which do notgo to the next step of recommending a development strategy and aspecific medium to long-range plan designed tc address the constraintsidentified by the strategy. As a result, projects are proposed whichrespond to perceived needs and not a specific strategy plan.or 
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This critical link between diagnosis and coherent strategy 
has been identified as one area to receive assistance fram the Mission's 
Pthral Development Planning Project. This grant technical assistance 
project will work directly with five of the DDCs (Pando, Beni, Chu
quisaca, Potosi, and Tarija) to improve planning capabilities, par
ticularly in the preparation of medium- to long-term development 
strategies. The project will also assist in the identification of 
projects consistent with the development strategy, including assistance 
with detailed project analysis and implementation. The corporation 
in Santa Cruz has not been included in this project because it has 
recently received assistance in these areas from the West Germans. 
Cochabamba is currently receiving assistance from the West German 
team and has also been excluded fram the project. The corporations 
in La Paz and Oruro were initially excluded frae the project based 
on an understanding that they also had received technical assistance 
in planning and project implementation. Further discussions with 
CORDEPAZ and CORDEOR, however, have revealed the need for technical 
assistance, and grant funds have been included in the proposed Pro
ject for this purpose. Whether participating directly in the Rural 
Development Planning project or not, each corporation will participate 
in workshops and seminars and will receive training materials prepared 
by the project, which will include uniform criteria for project
 
identification and evaluation, and preparation of annual plans. 

As the principal planning document prepared by the DDCs, 
the annual operating plans are submitted to the NPC for its review. 
For the 1979 operating plans, the MPC held a meeting of all the 
corporations in the city of Potosi in May, 1978. At the meeting the 
basic guidelines for this year' s plan were discussed in detail in 
order to facilitate the work required for their preparation. Prior 
to submission to the NPC in November each year, the proposed operating 
plan is approved by the Directorate of the DDC. Each project listed 
in the plan for 'hich investment funds are requested has a cmpleted 
feasibility stut demonstrating its viability. 

Within the MPC, submissions are. reviewed in a joint 
meeting between the regional planning office, the project analysis 
office and representatives of appropriate sectorL ministries. Each 
project is examined for technical viability (including economic and 
financial), relationship to the national plan and priorities, and 
relationship to activities of the sectoral ministries. fo12.owing 
this joint reviev, the regional planning office establishes a priority 
listing of projects taking into consideration the financial resources 
available according to the Ministry of Finance. The listings are 
then reviewed with the respective DDCs during which time they may 
argue for certain changes. The final step in the process is recammnd
ing to CONEPLAN, through the Sub-Secretary, an integrated national 
plan. Following appruval by CONEPLAN, the complete national plan is 
prlgated by Presidential Decree. 
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6. Relationship of DDCs to Sectoral Ministries 

Currently no formal mechanism exists to coordinate the variousactivities of the development corporations a-nd the sectoral ministries
(primarily agriculture, health and education) and other GOB organizations (for example, the National Community Development Service, NCDS;the Servicio Nacional de Caminos, SNC; and the Ebpresa Nacional deElectricidad, ENDE). There are, however, a number of ways in which
the DDCs and these GOB institutions keep abreast 
of each other'sactivities, thereby reducing the possibility of duplication of effort. 

In the first place, where a sectoral ministry or the MI{ -san office in a department, the ministry representative in that Lceis also on the board of directors of the DDC. The directors al.responsible for approving corporation policy as well as approvingthe budget and the projects proposed. The ministry representatives,

therefore, are kept current on all DDC activities and are able toinform their respective ministries of these activities. On the otherhand, they also have the opportunity to advise the corporations onministry activities. This mechanism provides the most direct link
between the DDCs and other GOB institutions. 

During the annual review of operational plans submitted bythe DDCs and ministries, the Ministry of Planning has the opportunity
to coordinate proposed activities. The review process includesmeetings with representatives from the sectoral ministries at whichtime duplication of effort or the need to coordinate ccmlplimentary
activities (either with technical or financial support) are identifiedand appropriate measures taken to assure that coordination takes
 
place.
 

Another mechanism which is utilized equally by the DCs,ministries and other GOB institutions is a series of informal contactsmaintained at the technical level. A nuber of DDC ep'oyees at onetime worked in the central goverament or have former clasm-tes who
 are currently working there, 
 and they will from time to time seek he4 or advice on specific activities. Usually these requests relae ca specific technical problem for vhich the caacity to solve doeEnot exist. While informal, this mechanim does serve as an effective
channel of information. 

A fourth mechanism is through contracts signed by the Ms
and other institutions for the provision of services. For ex le,a corporation does not sponsor the construction of a school or healthpost without a signed agreement with the appropriate ministry tostaff the facility. The DDCs have agreements with SNC which callfor joint participation in construction of roads. SkI- scale ruralelectrification projects implemented by the corporations are coordinatedwith EDE since maintenance of the expanded grid becoms the responsi
bility of EinDE. 



Despite the use of these mechanisms, it is generally recognizedthat coordination between the DDCs and other government entities issporadic and in need of improvement. In February 1979, a week-longgeneral meeting of all the DDCs, sectoral ministries and the NMC washeld in Cobija. 
In recognition of the need to improve coordination,
a specific item on the agenda dealt with the problem and how it canbest be resolved. The outcnme of this meeting was a decision todevelop a formal system, to be established through a Supreme Decree,
under which the NIC would have coordinating responsibility 
at the national level and the development corporations at the departmental

level.
 

B. Detailed Project Description 

1. Goal and Purpose 

The goal of the Project is to improve the standard of livingof the rural poor in Bolivia. The Project is designed to achieve
this goal by utilizing the existing planning system of the Departmental Development Corporations and requiring that the 
subprojectsbe carefully targeted through the use of selected eligibility criteria.
 

The purpose of the project is to enhance the outreach capabilityof the DDCs to identify and implement subprojects which will be ofdirect benefit to the target group. Particular emphasis will be givento subprojects which incomeare producing or employment generating

in the agriculture sector.
 

2. ProJ ect-Srtg 

A critical missing link in the existing planning systm ofthe DDCs is a clearly defined development strategy or plan based uponwhich specific subprojects, consistent with the objectives establishedby the strategy or plan, can be designed. As has been previouslymentioned, each of the development corporations have prepareddia-=6stico or macro-level a
descriptive overview of the department.In general, the dia6sticos discuss factors such as geography,population income levels, agricultural production, industrial production, mineral and natural resources, education levels and healthconditions. The IDCs have not, however, taken the informtion available from the dia ticos and formulated medium- to long-rangestrategies in order to provide a framework for planning and implementing activities on a year-to-year basis. As a result, the primaryplanning docuent of the DDCs - the annuz! operating plan - does notaddress identified constraints to developent in consistenta fashion,and proposed activities tend to correspond nore to perceived needsthan to coordinated, well planned objectives. 

For the DDCs to become the institutions upon which the Missioncan focus its efforts to expand the absorptive capacity within the 
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GOB for development activities this gap must Thebe filled. FY 1978Rural Development Planning Project was designed as a first effortin addressing the need for medium- to long-term strategies. Itsapproach is to improve the planning process by providing long-term
technical assistance directly to the corporations. Assistance underthe project will focus on the planning and project offices of the
corporations in an effort to coordinate project preparation with
 
planning objectives.
 

The proposed loan also has institution building as a primaryobjective. It will complement the activities of the Rural DevelopmentPlanning Project by financing subprojects, using the experience gainedas a tool for improving the development of future plans and projects. 

The hypothesis of this Project is that an improved institutionalcapability to develop medium- to long-range plans and subprojectsdesigned to achieve the objectives of the plans requires more than
technical assistance in the planning 
sector. An optimal approach tothe problem is to exploit the synergistic relationship between planningand project implementation by channelling resources simultaneously
into both areas. This will permit the continual feed-back of experiences gained throughout the cycle of planning, selecting and
implementing subprojects, reinforcing what has been learned, and
lead to an improved system not only of development planning but also

of subproject selection and implementation. 

Through the use of eligibility criteria, subprojects ill befocused on the rural poor target group and will require that therelationship of each subproject developmentto the strategy cf thecorporation be clearly demonstrated. This oncontrol subproject
financing is intended to produce the continual interchamge and feedback between planning and implementation desired to improve 
 the technical capability of the corporations in both areas. This re'oresents a signi Picant change from the current situation in which subprojectsare proposed on an ad hoc basis without axy relationshi; to a develo.
ment strategy.
 

In designing the Project, the alternatives of limiting activities to (I) supporting development efforts in 
 specific geographic
areas in order to maximize impact and (2) limiting activities to asector but not limiting the geographic areas were examiner. Afterassessing the viability of the former approach, ;he Mission believes
that the planning currently done by the DCs generally is not at alevel which permits a clear identification of specific geographic
locations in which to concentrate resources (the so called growthpole theory for integrated regional development). Therefore, thisapproach cannot be utilized as the primary mechanism for focusing
the use of project resources. It is expected, however, that asplanning done by the corporations improves the use 

the 
of growth poletheory will became a more viable alternative in determining how to 

maximize the impact of resource investments. Conceivably seconda 
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phase of this loan (considered likely in FY 1981) could be developed 
around such a strategy. 

The second alternative of concentrating resources in a specific 
sector, therefore, has been selected as the appropriate strategy for 
the Project to utilize. Specifically, this sectoral approach will 
emphasize increasing agricultural production. It will attempt to create 
or take advantage of linkages that exist between the point of produc
tion and the market through complementary investments. Examples of 
potential linkages include:, an investment in small scale irrigation 
leading to increased production and possibly i-equiring an additional 
investment for storage facilities so that the affected small farmers 
would have some control over the marketing of their produce; the 
availability of feed from a local mill leading to increased small 
livestock production leading, in turn, to increased demand for feed
 
and increased production of inputs (e.g., corn) for the mill; and
 
increased production of fruits creating the opportunity to develop a
 
fruit drying agro-industry. The Project will also encourage the cor
porations to support the expansion of small farmer involvement with 
products such as fruits, tea, and cocoa, which are currently imported
 
in order to satisfy local market demand. Another important area for 
small farmer involvement is small livestock production including 
chickens, pigs, and rabbits.
 

In emphasizing the agriculture sector, Project activity in 
other sectors will be strictly limited. Specifically, Prcject funds 
will not be used to finance educational facilities or heaLth posts 
although certain social services such as potable water systems and small 
scale electrification will be eligible to receive financing. 

3. Funding Level and Target Area 

The Mission recognizes that an YY 1979 OYB level for the pro
ject has been set at $ 7.0 million. However, following discussions 
with the development corporations, analysis of the dea-nd for project 
funds and the ability of the corporations to absorb the resources 
provided, a funding level of $ l0.C million is considered to be 
optimal. 

Two factors weighed heavily in designin the Project to 
include the particiation of all nine DDCs. FIrst, funds from Title 
Iii will be available to finance develoment activities of the DDCs, 
serving to supplement funds available from this loan. Secondly, and 
more important, while the interest is to maximize the impact of the 
resources available, the Mission and GOB consider it critical that 
all nine corporations participate if the Project purpose of improving 
the capability of the DDCs to develop medium to long-range development 
strategies and to identify, design and implement subprojects consist 
with the strategy and which -dill be of direct benefit to the target 
group is to be achieved. It is recognized that the flCs do not have 
equal ability to utilize the loan funds, vhich will result in a 
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concentration of resources in probably five of the corporations.Nonetheless, the institution building objective of the Project canonly be achieved if each corporation begins to implement subprojectswithin the framework of the strategy and eligibility criteria which 
have been established.
 

4. Project Design
 

The total estimated cost of the project is $ 14.6 million ofwhich AID will finance $ 10.9 million and the GOB will contribute aminimum of $ 3.7 million. AID's contribution will consist of a loan
component of $ 10.0 million to finance DDC subprojects which conformto the requirements of the project and $ 900,000 in grant funds fortf chnical assistance and a minor amount of commodities in support oft1at assistance. The GOB counterpart input into the project willprovide a minimum of 25 per cent of the cost of eligible subprojects,
including the cost of subproject feasibility studies, and additional 
salary and support costs for the DDCs.
 

a. Technical Assistance
 

Based on an analysis of the four flCs not participating

in the Rural Development Planning Project (La Paz, Oruro, Cochabamba,and Santa Cruz), specific additional technical assistance needs wereidentified in the La Paz and Oruro DDCs. Assistance is t necessaryfor the remaining two where assistance has either just been received(Santa Cruz) or is currently being provided (Cochabamba) thrcugh a
bilateral program with the West Germans. 

Four long-term advisors will be contracted; two regional
planners for two work-years each; a public administratio/systems

analyst for two an expertwork-years; and in public enterprise manage
ment for one work-year. (See Annex I, Exhibit B, for proposed scopes 
of work.) 

The regional planners will assist the departmental corporations in developing technically sound methodologies for regionalplanning and project identification, evaluation, and preparation.
Using the imnroved methodologies, the planners wil assist in thepreparation of annual operating plans which are consis-ent and inconformity -with the appropriate 2IvC guidelines. One advisor w1llwork directly with the La Paz corporation, the other with Oruro. 

The public administration specialist will assist the
corporations in establishing internal systes which 
report on subproject planning and implementation progress. One of the functionsof this advisor will be to identify specific implementation probles
and recarmend procedures to alleviate the problems. Particularattention also will be paid to improving the accounting systems ofthe DDCs. It is expected that one advisor will work with both 
corporations.
 



The advisor in public enterprise management will workwith the Oruro corporation, providing assistance to the newly createddepartment responsible for the management of the enterprises operated
by the corporation. An important function of the advisor will be
establish mechanisms and procedures for improved operation of the 

to 

enterprises. 

In addition to the long-term assistance to the La Paz andOruro DDCs, a short-term specialist in financial/tax systems will be
contracted to prepare studya of possible alternative financial resources for all DDCs. The study will evaluate various mechanisms toaugment and diversify DDC revenues to permit expanded investments bythe DDCs. In view of the expected return to civilian rule in August1979, it is hoped that the study will assist the new government inpursuing further decentralization of GOB activities. A second short
term specialist will assist the NPC in the preparation of guidelines
for environmental considerations to be examined during subproject
development. Finally, short-term assistance will be utilized forspecial subproject evaluations over the life of the Project; it is
expected that between five and sucheight evaluations will be under
taken.
 

Vehicles will be procured usefor the of the long-term
advisors to provide the mobility needed to visit subproject sites.
The corporations do not have a sufficient number of vehicles to provide the necessary transportation. A amount
modest of office equip
ment for the corporations will also be provided. 

Grant Budget(I $0o0) 

Activity Total 

Long-term technical assistance 700 
Short-term technical assistance 108
 
Vehicles 30
CmnMditiez 6 
Contingencies 56 

TOTAL 9OO 

b. SubvroJects 

As discussed the projectabove, strategy is to enhance
the outreach capability of the DDCs to identify and implement subprojects which will be of direct benefit to the target grou., with
particular emphasis on subprcjects which are income producing oremployment generating in the agricultural sector. To implement this 
strategy, categories of eligible subprojects have been identified,and a detailed framework for establishing the eligibility of particujar 
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subprojects developed. These will (a) focus the DCs on relatively
small projects; (b) outline the requirements necessary to establish 
subproject feasibility by type of project; (c) permit comparison/
evaluation of subprojects among DDCs; and (d) emphasize the importance
of target group impact. 

1) Eligible Subrojects 

The emphasis here is to undertake investments which
 
will generate additional income or employment opportunities for the
 
rural target group, particularly in the agricultural sector. With
 
that objective in a of DDC
mind and based upon review current invest
ment activities, a list of eligible categories of subprojects has 
been developed. It is possible that a subproject could be financed 
which does not fall into one of the below-listed categories. However, 
such a subproject would have to conform to all applicable subproject
criteria and would have to be justified on the basis of its impact 
on target group income or increased employment. As indicated below,
certain types of social infrastructure will be eligible for financing
under the loan, but it is expected that no more than 30 per cent of 
the loan will be utilized for social infrastructure. Excluded from 
financing will be subprojects such as schools and medical posts for 
which alternative sources of financing are available. 

In certain instances, subprojects may generate income 
for the corporations as well as for target group beneficiaries. As 
public sector institutions, however, the DDCs are non-profit. Thus,
enterprises established by the corporations are operated and managed
by the corporations on a non-profit basis, and many times are experi
mental projects aimed at bringing in private sector investment. If 
the enterprise produces comodities for sale and does simplynot 
provide a service (e.g., improved seeds versi, a storage fac'llty),
credit is not extended by the corporation but comes from nonls 
external credit channels. To reinforce this non-rofit nature of 
the DDCs and to assure that funds provided by financial return ' 

excess of costs are used for purposes consistent with the objective:
of this Project, in those cases where suiprojecs generate such a 
financial return, it will be required that the excess be used by the 
cororations as additional investment capital for subprojects wticn 
meet the eligibility criteria established by the Project. The effec 
will be to expand the investment capital available to the DDCz. 

The following briefly summarizes eligible types of 
subproj ects: 

a) Agricultural Development Projects: The introduc
tion of non-traditional crops such as tea, orchard crops (apples,
pears), peanuts, grapes, and vegetables as well as mall livestock 
such as chickens, pigs, sheep and rabbits expected to beare included 
under the Project. These projects typically will include technical 
assistance to farmers and establishment of mareketing facilities. 
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b) Storage facilities: Facilities for storing cropssuch as potatoes will be eligible for financing if the crops to be 
stored are normally produced by small farmers. Typically, storage
will be constructed in areas of production. Larger facilities in

market towns will be considered if it ca.a be demonstrated that the
 
small producer will be benefitted.
 

c) Agroindustry: A limited amount of loan funds may
be utilized to install or expand agroindustrial facilities which will
utilize small farmer crops or livestock, or provide inputs for the 
production of crops or livestock. 
To avoid excess concentration of

project resources in this category of subproject, AID's contribution
 
to agroindustrial subprojects will in no case exceed $ 300,000. 

d) Water resources/water control: Included within

this category of subproject are activities such 
as small-scale irriga
tion, drainage, and river defense systems and other activities which

will provide adequate sources of water for small farmers or prevent
flooding of agricultural land. 
At a minimum, these subprojects should
result in a 20 per cent increase in net farmer income either as a
result of more intensive use of land or by avoiding ]' ses due to 
flooding and ponding of fields. 

e) Land improvement: Funds for this category of

subproject would finance the procurement of equipment designed to

facilitate preparation of land for planting 
and harvesting. Both
machine (small tractors) and hand equipment (shovels, hoes, wheelbarrows, etc.) will be financed but will only be eligible for the
creation of community equipment pools. Communities will be required

to maintain the equipment and provide operators 
 and fuel costs as 
necessary. 

f) Marketing facilities: Town wholesale and retail
markets, sorting and grading equiinent, and other investments which
will contribute to the commercialization of small farm agricultural
products will be eligible for financirg_ under the loan. 

g) Reforestation: Although the i=Dact of reforesta
tion programs on the target group is less direct, this type of

activity does provide employment opportunities and indirect benefits
 
in the form of soil conservation and watershed improvement. Most
 
reforestation activities will be on public or communal land. 

h) Rural electrification: Several of the DDCs,
including Pando, consider the expansion of electric power to be of
high development priority in small towns and rural areas. Limited
electrification systems will be financed under the loan if their
installation will result i improved employm-nt or income opportuni
ties, such as permitting electric pumps for irrigation. In no case
will AD' s contribution to this activity exceed $ 500,000 per sub
project. 
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i) Potable water and latrines: Village potable

water systems will be financed in communities not included under the
 
Rural Sanitation loan. Technical economic
and criteria for their 
installation will be simila to those established under the project. 

2) Eligibility Criteria for SubnroJect Approval
 

a) General Criteria
 

To be eligible for financing under the project,
 
all subprojects must conform to the following:
 

i) Subproject cost: As a norm, the maximum AID 
contribution for any one subproject will not exceed $ 300,000 except

for electrification. Consideration will be given to greater amounts
 
for specific subprojects at the request of the DDC involved and the
 
Ministry of Planning. This criterion will be reviewed at the end of
 
the first year of the project and modified as necessary.
 

ii) Subprojecc rationale: The relationship of 
the subproject to the DDC development plan must be demonstrated,
 
thereby establishing a clear linkage between the subproject and the 
overall development objectives of the DDC. The complementarity of
 
the proposed subprojects to other DDC activities (current or planned)


ill be an important factor supporting the rationale for a particular
 
subproj ect.
 

iii) Subproject duration: As a norm, subprojects 
must be scheduled for completion within two years following their 
approval by the Ministry of Planning. 

b) Subtroject Snecific Feasibilit.y Criteria 

In addition to the above, feasibility studies will 
be prepared for each subproject. The following concerns must be addressed 
in the feasibility studies prepared for each subproject prior to its 
approval for financing under the loan. 

i) Target Group_ Analysis 

As stated above, each subroject must benefit
directly the target group. Assessment of direct benefits will vary
by type of subproject. At a minimum, the following must be demonstrated 
by category of subproject: 

(a) Agricultural dcvm2lopment projects: At 
least 80 per cent of the beneficiaries in terms of nmber of beneficiaries 
and expected total income benefit will be small farmers. 
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of (b) Storage facilities: Charges for the usestorage facilities must be affordable by small farmers; facilitiesmust be physically accessible to small farmers; farmerssmall shallbe given preferential access to the facilities. 

(c) Agroindustry: Agroindustrieseligible if a majority will beof their purchases of agricultural productsare from small farmers, or the majority of their isoutput purchased
by small farmers. 

(d) Water resources/water control (e.g.,
small-scale irrigation, drainage, river defense systems): 
 A majority
of the beneficiaries of the infi-astructure must inbe the targetgroup; a majority of the land benefited must be owned or under theeffective control of the target group; charges for the use of the
system and its maintenance must be affordable.
 

(e) Land improvement: A majority of theland benefited must be owned or under the effective control of small 
farmers. 

be physically accessible 
(f) Marketing facilities: Facilities must
 
to the target group; user costs must be
 

affordable.
 

(g) Reforestation: The land included in thesubproject must be either owned,under the effective control of small

farmers or must be public land.
 

(h) Rural electrification: A majority of
the residents of the town or rural area to be served by the grid
must be within the target group; size of the caunity being served
will be no more than 400 families; 
the system must be self-financing.
 

(i) Potable water systems: A majority ofthe population served must be 
taps 

in the target group; location of public
(if used) mu permit reasonable access 
 of the target group;
system design must take into account the need to meke 
potable wateraccessible to virtually all the community at the least cost. 

Where appropriate, prior to approval amaintenance plan will be required for subprojects. Also, as partof subproject develcqaent, the need for user charges will be examinedas a means of financing future maintenance costs. Where a specificservice is being provided (e.g., storage facilities), user chargeswill be imposed as applicable. The amount of such fees and thefrequency and method of collection will be determined as part ofthe subproject feasibility study. In all cases, the level of feescharged must be commensurate with the ability of the target group
population to pay the fees.
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ii) Economic/Financial Analysis 

(a) Economically productive project: For
 
all projects with quantifiable economic benefits, a benefit/cost 
analysis will be prepared and indicate that the economic return is 
reasonable (e.g., an IRR of at least 14 per cent). For water resources 
projects with anticipated AID funding in excess of $ 100,000, the 
economic analysis will be ia conformity with the requirements of 
Section 611 (b) of FAA. For projects which involve user charges, 
ftinancial investments by the target group, or involve a firm, a 
financial analysis will be prepared establishing that the subproject 
is viable financially from the point of view of the household or the 
firm.
 

(b) Social infrastructure: For those sub
projects in which oenefits cannot be quantified easily (potable 
water), the economic analysis should be prepared in the form of a cost
effective or alternative analysis which demonstrates that the sub
project is the least-cost approach to providing the anticipated 
benefits. 

iii) Social/Cultural Feasibility 

The social feasibility of the subproject
 
must be assessed to assure that relevant subproject - specific social 
and cultural factors are considered in design and implementation. 
The framework for this analysis is discussed in detail in Annex 11, 
Exhibit G. 

In addition, for all subprojects, the par
ticipation of the beneficiaries in the subproject must be specified. 
The mechanism used to permit the participation of beneficiaries in 
subproject design and implementation (e.g., contribution of labor to 
the construction and maintenance of small-scale irrigation systems) 
or necessary groupings of beneficiaries (e.g., cooperatives, associa
tions) should be described. Sufficient info mation also Rhould be 
presented to conclude that the required level of beneficiary ps-rtici
tion and the pr.rcsed mode of that participation is feasible. 

iv) Technical Requirements 

Feasibility plans and specifir ations adzqate 
to prepare reasonable cost estimate will be presented. M)hintenance 
requirements and a maintenance plan will be developed and the mecbAni 
to provide adequate maintenance presented. A time- ased implementa
tion and construction plan also will be required. 

v) Environmental Assessment 

Environmental assessments will be included in 
those projects which may have significant impact on the envlromaent 



-24

such as water resources. Subproject concept documents will discuss
environmental aspects and recommend for or against future analysis
to be included in feasibility studies. It is expected that short
term technical assistance will be provided to develop environmental 
procedures for the corporations. A manual on these procedures will 
be prepared. 

Based on a review of a sample of feasibility
studies which have been prepared by various DDCs, modification 3f the 
current format for feasibility studies to address the above criteria 
should not present a major problem. As a condition precedent to 
disbursement for any subproject, the Ministry of Planning vr2 L develop
appropriate guidelines for subproject feasibility studies. It ts

anticipated-that the guidelines will 
serve as the basis for a short
 
training course to be given to appropriate officials of the DDCs 
following their approval by AID.
 

c) Use of Funds 

i) AID Loan Funds 

Up to $ 10.0 million in loan funds will be
 
utilized to participate in the financing of eligible subprojects.

Funds may be used to finance the procurement of equipment and ma
terials (including 
construction materials), construction services 
contracted by the corporations (excluding force account work), and
technical assistance when that assistance is essential to the implemen
tation of subprojects. For example, AID funds could be used to con
tract agronomists to work as extension agents for agricultural sub
projects or contract consultants to help establish, operate, and 
train personnel in agroindustries. 

ii) GOB Counterpart 

The coroorations will contribute a minim
of 25 per cent of the total cost of eligible subprojects. This 
contribution can be in-kind (e.g., force account construction. DDC 
staff time, use of construction cost of subprojectCDC equipment), 
feasibility studies, or as financial counterpart. The minim= value 
of GOB subproject counterpart will be $ 3.7 mi3'Jon. 

In addition, the DDCs typically undertakeminor investment in comnities to establish community andconfidence 
trust in the DDCs (e.g., repairs to a school, village street improve
ments). Although these activities facilitate the identification andilamentation of subprojects which will be financed under the project, 
it is not possible at this time to quantify the value of this category
of activity. Therefore, it is not included as a quantifiable GOB 
contribution to the Project. 
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The following provides an illstrative breakout 
of the various components of the project (determined in part from 
subproject demand anelysis): 

Subproj ect Budget 

Subproj ect Total 3X LC 

Agricultural Development Projects 3,250 3,250

Storage Facilities 
 1,140 1,140

Agroi.ndustry 740 400 340Water Resources / Water Control 1,370 500 87oLand Improvement 660 500 160

Marketing Facilities 
 100 100Reforestation 900 900 
Rural Electrification 
 900 500 400
 
Potable Water Systems 
 o 5 440 

TOTAL 
 10,000 2,400 7,600
 

d) Allocation of AID Loan Funds by Department 

As discussed above, all of the nine DDCs willparticipate in the project. To permit each DDC to finance at least
several subprojects and avoid a disproportionate concentration ofloan resources in a few DDCs, an initial distribution of loan fundswill be made. Based on this distribution, each-DDC will be allocated 
a quota of loan itfunds which cannot exceed durine :he initial phasesof the project. During the ensuing years of subprc ,ect approval,
particular DDCs may exceed their assigned quota if other XDCs are 
unable to utiize the funds allotted to them. 

The allocation of AID loan funds established inTable 1 below was based on the current distribution of the total
DDC investment budget in 197 adjusted for the nticimated ab-liyv
of each DDC to identify and submit eligible subprojects. A further
adjustment was necessary to avoid an excess allocation of AID funds 
to CORDECRUZ (Santa Cruz). Since over, 50 per cent of the total DC
investment budget is attributed to CMME=, it vas agreed thaz
C0RDECR1 should receive a fixed allocation of $ 1.5 million. 
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Table 1
 

Allocation of the AID Loan by DDC
 

1978 
Corporation Investment 

Budget 

COBDECH $ 4,812 
(Chuquisaca) 

CORDEPAZ 5,082 
(La Paz) 

CORDECO 4,284 
(Cochabamba) 

CORDEOR 3,674 
(Oruro) 

CODETAR 4,388 
(Tarija) 

CODEBENI 2,756 
(Beni) 

CoR0EDO 2,855 
(Bindo) 

CCfDEPO 6,443 
(Potosf) 

Sub-Total 34,294 

CORDEC 39,091 
(Santa Cruz) 

TOTAL 73,385 

(In $ 000) 

Percentage 

of Total 
Budget 

14% 

15% 

12% 

ll% 


13% 


8% 


8% 


19% 


100% 

-

-

Adjusted Allocation
 
Percentages of AID 

Tunds 

16% $ 1,360 

16% 1,360 

16% 1,360 

12% 1,020 

16% 1,360
 

7% 595
 

6% 510
 

n% 935 

100% 8,500 

- 1,500 

- 10,000 

5. End of Project Status 

Both loan and grant funds will be provided by the Project.
The grant funds will primarily finance technical assistance for 
which quantification of accomplihments is difficult. In qualitative
terms, however, the following outputs are expected from the grant 
portion of the Project: 
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a. As the recipiencs of long-term technical assistance, thecorporations in La Paz (CORDEPAZ) and Oruro (CORDEOR) will upgrade

the ability of their planning offices 
to analyze diagn~sticos and
 
prepare medium-term strategies/plans, 
 including identification of
 
subprojects consistent with their objectives.
 

b. The internal operating and administrative procedures ofCORDEPAZ and CORDEOR will oe improved with standard manuals developed 
for guidance.
 

c. A final report summarizing the mechanism of financial 
support for all the DDCs will be prepared and recamnendations made to

the MPC for developing additional or alternate 
sources which could
 
generate increased financial support for the DDCs.
 

Loan funds will support the strategy of broadening the
institutional base and absorptive capacity for implementing rural

oriented projects as well as the institution building purpose by

financing subprojects consistent with 
specific eligibility criteria

which will direct design toward projects which impact on the rural
 
poor target group. Specific outputs include:
 

a. The composition of the DDCs' project portfolio will 
reflect increased target group orientation.
 

b. Subprojects will be selected and developed based upon ademonstrated relationship to a medium-term strategy. mphasi willbe given to employment generating, income producing subprojects. 

c. Thirty-five to fifty subprojects will be implemented in
accordance with eligibility criteria. 

d. Seventy per cent of the subprojects will be in the agricui
ture sector and emphasize income and/or employment generation. Thirty
per cent will be in the social sector including reforestation as well 
as potable water and small scale electrification. 

e. Experience fromgained subproject implementation will be
used in future subproject identification and develomen . 

f. The DDCs will exhibit sufficient institutional soudnneas 
so as to attract new sources of financial suppoxt. 
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PART III. PROJECT ANALYSIS 

A. Technical Analysis 

1. Technical Approach 

Ultimately, the Project seeks to improve the standard ofliving of the rural poor population in Bolivia by increasing incomesand employment opportunities. Alternatives have been carefully
examined for directing scarce financial resources, through the
public sector, into projects which will benefit this target 
groupand also encourage their participation in the design and implementationof activities directed at their self-identified needs. 
 The semidecentralized approach to development planning which exists in BoliiLais considered to be an appropriate means for reaching this target
group because the system emphasizes inputs from the regional/depart
mental level where, at least geographically, planning takes place
close to the target group and where knowledge of the needs of the
 
rural population is greater.
 

As has been explained previously, the importance of the role
of the development corporations within the national planning systemhas been increasing steadily of the past several years. The scope andnumber of activities they plan and implement have been increasing, ashave been their budgets. The 1978 Law of the Development Corporationsconfirmed the importance of the LDCs' role in the development of the
country, with particular emphasis on the responsibility for develop
ment at the departmental level.
 

To take advantage of this existing system and the increasingimportance of the DDCs, a primaxy objective of the Project is the feedback of experiences gained from subproject impementation into the planning system of the development corporations so that the plans anddesigns for future subprojects can be improved through the applicationof this prior experience. In particular, it is expected that the plansand designs for these future subprojects rill be increasingly sensitiveto the needs and priorities of the poor throughout Bolivia, and willalso rely more on direct target group involvement. 

2. Technical Capability of the DDCs 

The DDCs will provide the technical and professional staffnecessary to undertake Project activities. Over the past decade, thecorporations have been increasing their involvement in activitiessimila to those proposed by this Project, and they have developed acompetent staff of professional and field personnel to carry outtheir required functions. The proposed Project will not place aburden upon the corporations' staffs to the point where they wouldbe unable to carry out these functions in an effective manner. 
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Maximiziag the feedback of experiencessystem will into the DDCs' planningcome about by maximizing the number of subprojects implemented within the framework and criteria established by the Project.Therefore, smaller subprojects will be emphasizedinput generally in which the AIDis no more than $ 300,000. It is expected that thesesmaller subprojects will require only routine planning and design withrespect to engineering and construction. In fact, while eligiblesubprojects such as storage facilities, small irrigation systems,
agroindustry facilities, electrification and potable waterwill require engineering designs, systems
others such as fruit and vegetableimprovement will not. 

Each corporation has professional engineerson its staff who have and techniciansthe experience and capability to provide thenecessary services. These staffs, in most instances, will be responsible for the design of subprojects.

practices will be 

Sound, acceptable engineeringutilized. There will be instances when thetions will utilize the corporaservices of outside consultantsfrom sectoral ministries in or techniciansundertaking feasibility studiescase the necessary engineering - in whichand design services will beas part of the contract. Also, providedit is important to keep intechnical assistance both from this 
mind that

ProjectPlanning project will be 
and the Rural Developmentavailable to most of the DDCs in this areaof subproject design. 

although, 
AID will not monitor the designs prepared for each subprojectas mentioned previously,

a total value 
in the first year subprojects within excess 

On a random basis, 
of $ 100,000 will be reviewed by the Mission.the Mission will also check plansto and specificationsassure that minimum professional standards are followed. 

Where construction is involved,
of the develoment it will be the responsibilitcorporation implementing the subproject to providethe necessary services, including supervision andConstruction methodology will vary depending 

site inspection.
 
or infrastructure upon the type of facili-y
to be built. Following currenttion will uti lize practices, construceither direct employees of the corporationsand unskilled) (aiH.ledor contracted assistance.involvement Where appropriate, ccmni"-Y(including labor and supply of local materials)utilized to the maximum w-ill beextent possible. 

While standardized designs have not beengeneral categories developed for theof eligible subprojects, the DDCs will be responsibleto see that each design and cost is appropriate for the needscommunity. Several of theof the DDCs haveand designs prepared general descriptionsof subprojects proposed to receive Project financing.These have been reviewed by the Mission and indicate that the DDCshave the necessary technical and professional proficiency to develop
subprojects consistent with the objectives of the proposed loan. 
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3. Subproject Maintenance 

Final design for each subproject to receive financing will 
include a plan detailing the procedures to be used in maintaining 
the infrastructure provided. As discussed previously, this mainten
ance responsibility will belong to the participating community and 
will normally be provided for through a system of user charges. 
However, for subprojects such as irrigation systems, the small
 
farmers benefiting from the system will be responsible to organize 
groups for the specific purpose of providing the labor necessary to 
keep the system in good repair.
 

4. Subproject Aiyroval 

The methodology to be used in approving subprojects is dis
cussed below in the Implementation Plan, Section IV.B.l.b. 

5. Demand for Project Funds 

In the course of intensive review, the development corporations 
have either been visited or reached by telephone to discuss the Pro
ject and, in particular, those subprojects which the corporations 
would like to propose for financing under the loan. Based on these 
discussions, a tentative listing of subprojects has been prepared
 
showing a demand of approximately $ 17.3 million. This tentative 
listing consists primarily of projects which will be ready for imple
mentation within the next two years. It is expected that certain of 
these subprojects will fall out before reaching the implementation 
stage. This will occur either because feasibility studies will show 
the subprojects to be unfeasible, or because of changes in the plans 
and priorities of the corporations. To take this eventually into 
consideration, the MCs were asked to project ahead two to three years 
and include in their proposals subprojects which now are only in the 
earliest planning stages. However, due to their greater emphasis on 
short-tem)1lnnin, only a few of the corporations provided proposals 
beyond the year 1981. The demand shown, therefore, is only an initial 
level which is considered to be very low. 

Two factors are expected to influence the content and final 
level of the demand for loan fums. First, as the DDCs move forward 
in their planning for future years, their requirements Will became 
more firm and they will be in a position to modify their requests. 
And, secondly, as the technical assistance being provided to the 
ilanning and project offices of the DDCs takes effect, it is expected 

that several additional subprojects will be identified which will be 
logical canddates for financing under the loan. The net result within 
the next one or two years, therefore, is expected to be a significant 
increase over the demand level exhibited in the current listing. 
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(Annex II, Exhibit C, contains a breakdown of currently proposed
subprojects.) The total expected demand level will be more than
 
adequate to absorb resources available from this Project as well 
 as
 
Title III funds designated for the DDCs.
 

6. Cost Estimates
 

The cost of subprojects will vary depending on whether they
 
are implemented using force account methods 
 or outside contractors. 
The former method will result in lower costs because of no overhead 
or profit charges. Nonetheless, it is expected that some subprojects
will be implemented by contractors. In both cases, however, the DDC 
will assure that the total cost is reasonable and appropriate in terms
 
of benefits expected to accrue.
 

Where specific construction activities are involved, total
 
cost will be estimated based on the engineering analysis and resulting
designs. In the case of subprojects such as increased crop or live
stock production which do not have construction elements, estimated
 
cost will be based on the knowledge of each corporation's agricultural

technicians who have had sufficient experience to develop 
accurate 
costs.
 

a. Improved Livestock Production
 

These subprojects will consist primarily of improving the
 
quality of livestock such as sheep, pigs, chicken, and cattle by

introducing new breeds and/or methodologies for raising the livestock.
 
Construction activities will be minimal. Costs will be function
a of 
the number of livestock purchased and the technical assistance provided. 

b. Imrroved Crov Production 

As with the livestock production subprojects, these sub
projects will consist primarily of introducing improved varieties. 
new varieties expanding the current inor area which various fruits 
and vegetables are grown. Construction activities will be mini-l. 
Total cost will be a function of the volume and number of varieties 
of fruits and vegetables purchased (including seeds), testing costs 
and technical assistance. 

c. Small Irrigation Svstems 

Eligible irrigation subprojects will include a reinforced 
concrete intake structure and an unlined conveying ditch which will 
be designed in accordance with the specific subproject. If necessary,
reinforced concrete aqueducts will be built to negotiate small 
ravines, and steel pipe siphones will be protected on the outside 
with concrete to retard corrosion. 
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Although final cost will vary from subproject to sub
project, the following are provided as estimates of eligible systems

(for approximately 300 - 500 hectare areas).
 

- Tractor $ 17,0OO 
- Ditch Digger 
 10,000 
- Wells (to tap subterranean water) 37,000 
- Pumps 40,000 
- Construction Materials 35,000 

TOTAL 
 139,000

The tractor and ditch digger would be purchased by the cor

poration and used for several subprojects. 

d. Land Imrovement 

This subproject will finance the purchase of equipment
(machine and manual) to be used in preparing land for planting and
also to assist with harvesting. 
 Major costs will be for farm tractors
which, with appropriate attachments, can cultivate fields and harvest.Estimated cost of this type of tractor (including attachments) is

$ 30,000. Purchases under this subproject will be limited to those
 
cases 
where community equipment pools are being established. 

e. Small-Scale Agroindustry 

Eligible subprojects will include small plants which will 
process the production of small farmers. In Cochabamba, a plant for
drying vegetables has been proposed and has the following costs: 

- Land $ 9,500 
- Construction 107,672
 
- Euipment 508,450
 
- Working Capital 57,
 

TOTAL 8.o
 

In most cases of large agroindutra2l projects of this 
mature, the AID input will be limited to $ 300,000. For sialler
projects such as a plant for 1?rocessing tarhui (also proposed by
CochAbamba) which has a total cost of $ 170,000, the AID input will 
be a maximum of 75 per cent of the total. 

Another eligible subproject in this category would bestorage facilities (i.e., silos) for corn, potatoes, etc. Finalcosts will depend on the size of the silos. The maximum AID inputto this type of facility, hovever, will be approximately $ 300,000. 

f. Marketina Facilities 

These facilities will be simple buildins with vlls aboutsIx feet high and screens enclosing the balance of the structure. 
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Typically the markets will have between 20 and 30 stalls for vendorsand will include sanitary facilities and a small administrativefacility. Cost of this type of facility will be between $ 7,000
and $ ll,000. 

g. Reforestation
 

The principal cost of this subproject is the purchase ofseedlings and the care required until the seedlings are large enough
to be transplanted. The proposed subprojects would each purchase a
large number of seedlings which, although inexpensive on an individualbasis, add up to a considerable expense. Estimated costs range from
$ 100,000 to $ 500,000. 

h. Rural Electrification 

Eligible systems will be limited to small communitiespopulations up to 2,000. with
The systems will provide generating powerand distribution lines to the communities at the following estimatedcosts (for a 15 Kw generator serving a community of approximately 800): 

- Construction (Power Station) 
$ 3,750
 
- Generator 9,000
 
- Distribution System


(Including Transportation) 
 9,500
 
- Labor 2.500 

TOM 
 2.75
 

i. Poiable Water Systems 

Costs of potable water systems will vary slightly depending on the size and special design characteristics called for by aspecific subproject. In general, however, the following estimatesare considered fair for the type of systems expected to be installed: 

- Construction Materials $ 18,O0C 
- Pumps 26,000 
- Labor 10,000 

TOTAL 
 $ 54,000 

In some cases, wells will be dug to provide water for acommunity. The principal cost will be labor with some expense to camthe wel and provide a pump. Estimated cost for a well is $ 7,50C. 

7. Technical Feasibility 

In their role as the entities responsible for the economicand social development of their departments, the DDCs demonstratedhavethat they have the capability to implement subprojects of the type to 



-34

be financed by the loan. On March 8, 1979, the Project was presented 
at a meeting of the DDC planning directors sponsored by the MPC in 
La Paz. A high level of interest was expressed in the proposed design
 
of the Project and the level of demand for Project funds was confirmed.
 

Project design has taken into consideration and built upon
 
the existing planning and implementation system employed by the DDCs.
 
In utilizing the existing system, the data used in developing the PP 
(including estimated costs of subprojects) are based upon the experiences 
of the corporations in the implementation of similar activities. 

In addition, eligibility criteria have been established which 
are designed to assure impact on the AID target group. The criteria 
also require that studies be undertaken which demonstrate that sub
projects are economically viable and have acceptable benefit/cost 
ratios as required by Section 611 of the FAA.
 

Where subprojects will impact upon water resources, designs 
will be required to demonstrate that the subproject will not detract 
from other potential uses of that water. Should a water related sub
project exceed $ 100,000 in total cost, the additional analysis required 
by Section 611 (b) will be undertaken. 

In view of the above, it is considered that the Project is technical1 
feasible, and that the requirements of Section 611 have been satisfied. 

8. Environmental Considerations 

An Initial Environmental Examination (EE) was submitted with 
the PID for this Project, and a negative determination was approved 
by the AA/LAC (see Annex II, Exhibit H). To assure that environ
mental concerns are not overlooked, however, one of the subproject 
eligibility criteria requires that impact on the environment be examined 
closely. Where the need for further analysis is indicated it will be 
undertaken prior to the approval of funding. 

B. Economic Analysis 

1. Macro-Economic Considerations
 

During the middle years of the 1970s, the Bolivian economy 
grew at an average of 6 to 7 per cent per year in real terms. In 
1977, however, the growth rate began to slow considerably and, by 
1978, the real rate of growth was only 4 per cent. The slowdown
 
began when the volume of exports failed to reach projected levels 
while imports, spurred by the projected high levels of exports, 
climbed higher and higher. Between 1977 and 1978 alone the current 
account deficit increased from $ 168 million to $ 370.2 million 
primarily because of the disequilibrium between exports and imports. 
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Increased public sector spending has been a major factor in
the demand for imports. In large part, public sector imports have

been financed by increasing the internal and external debt (the

external debt alone experienced a 200 per cent increase between 
1974 
and 1978). At the end of 1978, servicing the public debt amounted
 
to almost 30 per cent of export earnings. 

Because of this rapidly deteriorating financial situation,
there has been increasing pressure to reduce public sector spending.

In preparing its 1979 budget, the government has made every effort
 
to hold down expenses in almost all sectors. 
 Since most of the

development corporations have revenue sources independent of the
 
central government, they have not been under this same pressure.
The recent decline inihe production of hydrocarbons and minerals
 
(and subsequently of exports of these materials) has resulted in

slightly lower budgets for some of the DDCs 
 because they receive
 
most of their 
financial support from royalties on the production of
 
petroleum and minerals.
 

The poor balance of payments situation currently facing the
 
government has dictated a GOB development strategy of rapid growth

of the export sectors - hydrocarbons, minerals and agricultural

cc-mmodities. Adherence 
 to this strategy necessarily means a low 
priority and level of investment in the social sectors and in the
 
poorer, rural areas. The GOB has indicated that it will attempt to
 
overcome this constraint 
by seeking financing from bilateral and 
multilateral donors for social sector activities.
 

2. Subrrooect Analysis
 

In Annex If, &chibitD, two representative subprojects proposed
by the development corporations in Cochabamba and Chuquisaca have been
summarized. In each case, the respective corporation has prepared a

detailed study examining technical, social, financial and economic
 
considerations related to the proposed project. 
 After reviewing the

studies, the Mission considers them to be adequate in proviag the

feasibility of the proposed projects well as
as a clear demonsiration 
of the corporations' ability to undertake project analyses in a 
professional and satisfactory manner. 

While technically adequate, review of the studies alsc
 
indicates rom for improvement. For example, the study for 
a vegetable
collection center in the Cochabamba valley used an opportunity cost
of capital of 15 per cent, whereas the study for the sheep production
project in Chuquisaca a 12 per cent cost was used. The cost of 
capital should be uniform and coincide with guidance set by the
Ministry of Planning. In the sheep production study, the econcmic 
analysis stops short of conclusively demonstrating feasibility and
cites lack of sufficient data as the reason for the incacpleze analysis. 
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However, as discussed in the Annex, it is possible to make certain 
reasonable assumptions which then permits completion of the analysis.
In this particular case, if only a small percentage of potential
small farmer beneficiaries are assumed to participate in the project, 
a positive economic impact can be demonstrated and the project 
justified. 

In neither project was shadow pricing used. While technically
difficult to formulate in the absence of clear information on relative 
factor prices and family labor utilization, nonetheless an attempt to
quantify shadow prices could give a clearer view of the economic 
impact on society.
 

In order to both improve the quality of prefeasibility and
 
feasibility studies, as well as 
provide for their uniformity in terms
 
of data requirements and procedural analysis, a set of project develop
ment guidelines should be prepared and made available to all DDCs.

Technical assistance, to be provided under the proposed Project and
 
the Rural Development Planning Project will assist the MPC in develop
ing such guidelines. 

Different categories of subprojects to be financed will
 
necessarily involve different types of analysis to determine their
 
economic feasibility. In the case of revenue-generating activities
 
(such as the two model subprojects in Annex II.D), it will be necessary

to quantify both costs (investment, working capital, etc.) as well as
 
benefits (increased income, savings, etc.) to arrive at a conventional
 
benefit/cost ratio which will determine the subproject's overall con
tribution to societal welfare. 
Where applicable, shadow pricing 
-
especially in the case of farm family labor and the costing of com
modities which are subsidized by the government - should be utilized.
 
This type of analysis lends itself to 
the following categories of
 
investment:
 

- improved livestock production 
- improved crop production 
- small irrigation systems 
- land improvement 
- small scale agro-industry 
- marketing facilities 
- rural electrification 

In the case of subprojects where total costs are unlikely to 
be recovered, e.g., potable water systems, an alternative economic

analysis which assigns an imputed value to non-tangible benefits 
(improved health, lowered infant mortality, increased productivity,
etc.) should be employed. In this type of analysis, total costs 
should be weighed against the total imputed value of societal benefits. 
Other cases where this type of analysis may be appropriate include: 
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- river defense (where activity is primarily preventive) 
- reforestation (where time horizon to calculate benefits 

is too long to effectively equate with costs at a reasonable 
discount rate) 

- rural sanitation (latrines, sewerage) 

The corporations have demonstrated satisfactorily their ability
to undertake the more sophisticated analysis required for revenue 
generating projects. Based on this ability, it is expected that the 
capability also exists within the corporations to undertake the more
qualitative analysis for projects such as potable water systems and 
reforestation.
 

mestizos) 

C. Social Analysis 

1. Social Organization and Socio-Economic Profile - An Overview 

The vast majority of rural inhabitants (both indians and 
as well as recent migrants to urban (rural town) areas are 

living in conditions overof poverty which show little improvement
pre-revolutionary days. There are three distinct beneficiary groups
in this project: (1) indigenous small scale farmers; (2) mestizo
 
small scale farmers; and (3) rural town poor. A complete socio
economic profile of these groups appears in Annex UI, Exhibit F of 
this PP. 

2. Sociocultural Feasibility 

The key element in the socio-cultural feasibility of the 
project is the linkage between the DDCs and the target populations.
The intensive review revealed varying but generally adequate levels 
of technical expertise and enthusiasm on the part of DDC personnel.
Also, on the basis of those who have been involved to date, there is 
interest and a positive disposition on the part of the beneficiaries 
toward DDC sponsored activities. However, there are social and 
cultural factors which could came into play and inhibit the positive
impact of the project on the target group. Strategies which take 
these factors into account will be employed to assure that project
benefits do accrue to the target population to the maximum extent 
feasible. 

a. Cultural Distance 

It is emportant to note that there is considerable 
cultural and social class difference between the DDC staff personnel
and potential project beneficiary groups. The DDC staffs, both 
administrators and technicians, are made up of individuals whose
cultural heritage and perceptions are essentially hispanic, middle 
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class, end urban. They are upwardly mobile, place a high positive
value on economic gain, have a relatively cosmopolitan view of the
 
world and are well 
integrated into the national mainstream. Among
 
the beneficiary groups, the cultural heritage and perceptions 
are 
both indigenous and hispanic, lower class, and essentially rural. 
Economic gain is but the social demands fundsimportant, on surplus

inherent in the small scale, personalized face-to-face village

society in 
 which they live inhibit the accumulation of wealth. 
Compared to DDC personnel, the world view of the beneficiaries is
 
parochial, in most cases limited to their immediate environment,
 
and they are at a considerable distance from the mainstream of

national social system. 
 Given the history of rigid divisions between 
social classes and ethnic groups such socio-cultural distance between
 
members of the delivery system (DDC staffs) and the beneficiaries could
 
present serious problems to successful implementation. Below are
 
strategies included in the design of this project to deal with this
 
potential constraint. 

b. Camesino Remresentation in DDCs
 

The "Law of Departmental Corporations" requires that 
representation from existing campesino federations be included in
 
the DDC directorates. 
In effect, this legislates the participation

of the rural poor in their own development process. Although a
 
positive step, this innovation by itself is not sufficient to bridge

the cultural 
distance between the DDCs and their clients. In all 
probability the representation will have some impact at the policy
level, especially concerning the emphasis of development strategy,

but it is likely to have little effect on the design aad implementa
tion of projects - the level at which sensitivity toward the target
 
group is most critical.
 

c. Behaviorial Scientist of DDC Staffs 

The use of national behaviorial scientists, with formal 
training to the bachelor level at a minimum, will help provide the 
needed understanding of target groups at the project design and
implementation level. Each DDC will have one full time bebaviorial 
scientist* on its staff who in a broad sense will serve as brokera 
between the DDCs and the client commnities. A major responsibility
will be to conduct the social soundness analysis to be included in 
the feasibility study supporting DDC subprojects to be financed under 
the AID loan. This analysis will be in general accordance with the 
guidelines provided in Annex TI, Exhibit G. These analyses will 
determine the feasibility of projects by: (1) analyzing projected 

* The five DDCs included in the Rural Development Planning Grant 
Project are in the process of adding behaviorial scientists to
 
their staffs.
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beneficiaries in social and cultural terms; (2) assuring that projects 
are directed at people who are in fact poor; (3) identifying needs 
and. priorities of the beneficiaries; (4) tailoring the design to
cultural system of the beneficiaries; and (5) identifying social or
cultural constraints -tich could inhibit successful implementation
of the projects. During project implementation, the behaviorial
scientist will collaborate with other MC staff members to make mid
course adjustments in design 
in subproject evaluations. 

as deemed necessary, and will participate 

Finally, in an informal daily work setting the behaviorial 
scientist will have the opportunity to sensitize his colleagues con
cerning the internal social system and culturally defined behavior 
patterns of the beneficiaries. This, in turn, should give the tech
nicians an increased appreciation of their clients and enhance a

smoother working relationship between DDC technicians and the bene
ficiaries.
 

d. Use of Local Intermediaries
 

Inte;nediaries in this context refer to rural school 
teachers, health workers, clergyman and the like who either reside

permanently or spend considerable amounts of time among target group
populations. In a sense, they are also "cultural brokers" in so far 
as they know the peasant cotm.nities and have same understanding of
the larger society. Depending on particular circumstances, they have
obtained a fair amount of the target group's confidence, and often
enjoy positions of status in the cammunity - in some cases serving 
as local leaders. The DDCs will attempt to capitalize on the rapport
that such intermediaries have with potential clients to gain entrance 
to small fvrmer and urban poor communities. 

3. Community P'articipation. 

Obtaining community participation is related, obviously, tc 
bridging the cultural distance between the delivery system and the
beneficiaries. articipation will occur most readily when rrojects
deal with a high priority need of the clients. O the basis of
intensive review findings, projects with the highest rrobability
of gaining community participation are those geared to increase
income. Among all the target group types, economic gain, whether 
to support relatives, sponsor a prestige-gaining fiesta, or purchase 
a consumer item is important. 

In each type of target group there are organizational mechanisms 
which can be used to mobilize community support. As noted in the
profile (Annex II, Exhibit F), an important element of indigenous
community is the .i-lakata or sindicato leadership systems. The office 
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holders of these systems serve ascan a responsible party on behalf
of the community concerning contractual arrangements with the DDCsfor assistance. In addition, they can function as a vehicle for

organizing community participation (for example, community labor to
build or maintain subproject facilities) and as the source of com
munity opinion concerning interests and 
needs. 

In mestizo settlements, the system of appointing ad hoc
committees to oversee community development projects appears viable

in most areas. 
 The DDCs in Tarija and Chuquisaca have used thismechanism successfully on a variety of projects and the SNDC hasemployed it for a variety of small scale infrastructure activities.
These committees, the members of which are selected from among local
residents, are empowered to act as a responsible legal entity onbehalf of the community in dealings with assistance organizations.
Frequently included theseon committees are the intermediaries(clergymen, school teachers, rural health workers) described above.
 

It is important to note that in colonization areas, local

leadership structures are considerably weaker than those of moreestablished communities. These settlements are new and are heterogeneous in so far as 
they are made up of people from many geogra-phic

a,.eas of the country. Common bonds, as might be the case if
migrants were free one geographic 

all
 
region, tend to be lacking, andthe establishment of a sense of community and leadership mechanisms are in incipient stages. As a result, extension or "outreach" efforts on the part of the DDC will have to be more intensive than will be
the expected norm in established settlements.
 

Gaining the participation of the rural town poor poses a
paradox. Located in cities they are, 
 at least physically, closer
to the national mainstream. In addition, they 
are more aware ofopportunities for assistance, although such awareness is not absoluteand must be considered only as a relative improvement over that oftheir rural counterparts. Counterbalancing this hightened awarenessand physical proxirity is a relative absence of com.ity organizations.
mechani sm. Siilar to colonization areas, the heterogenity among
the residents of rural town slums and the fact that slum areas. as asignificant social category, are relatively recent phenomena inhibitzthe development of leadership or interestccmmunity orgunizations.
The best possibilities for gaini cooperation of the beneficiaries 
are vested interest groups such as neighborhoods and church and 
school organizations. 



4. Relationship Between DDCs and Beneficiaries
 

To maximize the participation of the intended beneficiaries

in subproject design and implementation, it will be important to
develop a relationship of mutual trust and understanding between
 
the beneficiaries and the DDCs.
 

In attempting to develop this type of a relationship, the
project will encourage frequent and sustained contact between DDC
technicians and the beneficiary populations. Each DDC will be encouraged to formulate a work plan which directs field agents to spend
the maximum amount 
(three days per week during the critical periods
of subproject design and initial stages of implementation would
 appear optimal) as is feasible in the field working with client
communities. 
 In addition, the work plan will attempt to limit the
number of beneficiary groups (communities, coons, associations, etc.)
to a level which will permit frequent contact. Although the level
judged to be reasonable will varj, depending upon the type of target
group and organization mechanism involved, the emphasis will be one
of more intensive contact with fewer groups as 
opposed to limited
contact with a larger number of beneficiaries.
 

The behaviorial scientist on 
each DDC will consult with the
field technicians on the best approach to dealing with a particular

group depending upon particular circumstances such as ethnicity,
social organization, and locational (rural/urban) setting.
intensive contact approach wil 

This
 
serve not only to facilitate a senseof trust between the DDCs and the beneficiaries, but will also assistthe poor to participate in their own development. Working closely
with technicians, the beneficiaries will have the opportunity to make
suggestions as to which types of projects are most important to them,contribute ideas to design, and collaborate in solving impleentation

problems as they arise. 

5. Time Horizon 

Directly related to the matter of trust and confidence is
the time horizon of the beneficiaries. 
 The poor, especially the
rural poor, are essentially "now' oriented. In comparison with more cosmopolitan, higher socio-economic class groups, the timehorizon of the rural poor is limited - often not surpassing thelength of a crop cycle. 
 In addition, the campesinos have had
relatively little contact with the urban sector and are unfamiliar
with the workings of bureaucracies - especially the time lapse
between initial contact and Jmplementation of a project. 
Such
time 
 lapses could raise levels of skepticism and damage such

confidence ts has been established.
 



To deal with this potential problem, the DDCs will be en
couraged to initiate interim mini-projects, while the process of
 
design and approval for larger subprojects to be financed under the
 
proposed loan is taking place. The mini-projects would be related
 
to the expressed needs of the beneficiaries. Depending upon local
 
interests and circumstances these projects could span a wide range

of activities 'e.g., construction of corrals, repairing a public

building) which do not necessarily coincide with the types of sub
projects eligible for funding under the loan. These projects would 
be low cost, probably under $ 5,000, and would not be financed by the 
AID loan - rather they would be carried out with DDC funds. 

The advantage of this strategy is two-fold. First, it pro
vides the beneficiaries with concrete evidence of the DDC's intent
 
and ability to provide assistance - an important factor to reinforce
 
credibility and confidence. Second, since most of these mini-projects

will depend upon community labor for implementation, it will facilitate 
the direct participation of the beneficiaries in their own development
 
process.
 

6. Risk Management 

Pertaining especially to agricultural production subprojects,

small 
farmer behavior when faced with risk could be a serious constraint 
to the successful implementation of these subprojects. Living extremely
close to the margin of subsistence, the small farmer is reluctant to 
leave-off production practices of which he knows the risk involved 
for something that to him is an unknown. If nothing else traditional 
farming practices have enabled the small farmer to survive under 
difficult circumstances. Before altering the traditional system,

that is before adopting a new practice or crop, he must know the risk 
involved and be reasonably certain that the probabilities for success 
are in his favor. Measuring the risk results in slow adoption of new
 
technology. 

Often such behavior is misinterpreted by developers. They
view reluctance to employ new techniques as irrational behavior founded 
on ignorance, stubbornness, or limited mental capability. This attitude 
is a reflection of the earlier discussion concerning cultural distance 
between the beneficiaries and the delivery agents. Belonging to a 
different social class (in many cases a different ethnic group), there 
is a tendency for the developers to judge the farmers' behavior by
their (the developers) own standards. They fail to recognize that 
the farmer is in fact making rational decisions, but that he is doing 
so within a social and econmic context markedly different from that 
of the developer. 

This potential constraint will be dealt with in two ways.
First, the behavioral scientist on each DDC will have the opportunity, 
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in an informal daily working context, to sensitize his colleagues to 
the social and economic influences which come to bear on small farmer 
behavior. Second, with the aid of the social, economic, and environ
mental feasibility guidelines provided under this proposed loan, the 
DDCs will be directed to design projects which fit as closely as 
possible into the cultural system of the beneficiaries. For example, 
efforts to introduce a cash crop among essentially subsistence farmers
 
will not attempt to induce farmers to substitute all of their sub
sistence production for the cash product. The subsistence crops 
represent the farmers cushion for survival and attempts to get him
 
to discontinue cultivating these items are likely to fail. Rather, 
the approach will be to pose the innovation as an addition to the
 
current production system. By seeking more efficient use of space 
(intercropping, partial use of subsistence plots, use of extremely 
marginal land) the cash crop can be introduced without sacrificing 
all of the land used for subsistence production. Such an approach 
is consistent with small farmer risk management behavior. 
The risk to the farmer is small - unused land or limited use of 
subsistence crop land and perhaps a small investment for inputs 
and, because of the limitation of the risie the gain will in al 
probability be small. Most importantly tLre is no severe risk to 
the farmers subsistence production. 

7. Inmact on Women
 

Among the Bolivian poor, women participate in economic 
activity and matters related to social services (envirommental 
sanitation, health) at least on an even footing with men. In the 
hinterland, they are responsible not only for a share of the agri
cultural and cottage industry endeavors required to sustain the 
household, but also manage a full complement of domestic chores. 
In indigenous villages, it is not uncommon for women to work along
side of men in the construction aspects of self-help projects. In 
rural towns, they manage not only a household but also coonly take 
jobs (domestics, street vendors) to supplement family income. LI 
both countryside and rural town sectors women are intimately involved 
in household decision-making processes concerning a priority ranking 
of needs and allocation of family resources. 

Because of their extensive participation in all phases of 
family activity, women will receive those benefits which accrue tc 
the household as a unit. For instance, they will enjoy the increases 
in income and reduction in physical farm labor brought about by the 
penetration of modern technology. Further, they, as an integral 
member of the family, will benefit from improvements generated by 
social service projects. 

8. Conclusions
 

The project as designed is socially sound. It will impact
 
principally on small farmers as well as lower class rural town
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dwellers in all nine Departments of Bolivia. Judged against a variety
of relevant indicators (per capita income, illiteracy and level of 
education, and health status) the beneficiaries consistently rank 
among the most disadvantaged people in the country. Further, chan
neling resources, both economic and technical, through the DDCs as 
the project proposes to do, is responding to a GOB initiative to 
broaden avenues of assistance to the poor, especially the rural poor 
of the country. 

The project is geared to enhance the economic situation of 
the small farmer through production increases and employment generation
activities. In addition, it will generate other benefits, such as
 
potable water and electricity which will improve the general quality 
of life of both rural and town poor.
 

Finally, the project has considered potential socio-cultural
 
constraints (cultural distance between beneficiaries and implementing
 
agency, community participation, target group relationship to DDCs,
 
target group perception of time horizons, and small farmer risk
 
management behavior) to successful implementation. Strategies have
 
been devised and included in the project design to address these
 
potential inhibiting factors and minimize any adverse effect they
 
may have on successfully carrying out the project.
 

D. Institutional Analysis
 

This section provides a general description of the development

corporations, their activities, organizational structure and financial
 
resources. Annex II, Exhibit A, contains a detailed description of
 
each DC.
 

A Departmental Development Corporation has been established in 
each of the nine departments of Bolivia. Most of these corporations 
were formed within the past ten to twelvt years although the pre
decessor to the corporation in Santa Cruz was established about thirty 
years ago. The original purpose of the corporations was tc serve as 
public works committees and promote the development of urban areas 
in the department. Ties to the central government were through the 
Ministry of Housing and Urban Affairs. 

Over the past several years, however, the once restricted focus 
of the DDCs' work has broadened to the point where the econamic and 
social development of the entire department is now within their 
charter. An important rol_ in the expansion of the DDCs' role in 
promoting departmental development was the creation, in 1974, of a 
new planning system centered around the MPC ad COUMAN. The DDCs 
were incorporated into this system and now provide the MPC with pro
gram analyses, plans and projects for use in the preparation of the 
Annual Operating Plan. 
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Table 2 presents a summary of the types of activities the DDCs
 
devoted their investment budgets to in 1978. The 
 Santa Cruz corpora
tion has been shown separately because its budget represented more 
than 50 per cent of the total budget and including it would greatly
skew the results toward those sectors in which CORDECRUZ has invested 
its resources (particularly in industry). The Table shows that only 
a small percentage of the total budget was spent on urban infra
structure while, the exceptionwith of Santa Cruz, agriculture pro
duction and agro-industry received the highest percentage of the
 
budget. 

Organizationally, each of the DDCs has a Board of Directors which
 
is responsible for final policy decisions and each year's operating

plan prior to submission to the MPiC. The DDC president is 
a member
 
of the Board and is responsible for the operations of the corporation.

While differing slightly, each DDC has a professional staff responsible

for the preparation of plans and for project design and implementation.

The professional staffs consist of individuals with vocational training
(e.g., accountants) as well as those with university degrees (e.g.,
economists, engineers). 
 Of the latter group, several have received
 
graduate-level training. Most of the professional staffs are natives
 
of the department in which they work. 
There is little desire to move
 
to the capital city of La Paz, -with the result being well qualified
 
technical staffs in all of the corporations.
 

Table 3 summarizes the sources of financing for each of the DDCs. 
For most of the corporations, royalties fram petroletm provide most 
of the financing (shown as national transfers in the table). In 
Pando, almost all resources came from a 1 per cent tax on imports to 
the department. For the Beni and Cochabamba, the majority of their 
funds came directly from transfers frm the national treasury as 
they have little or no natural resources from which to receive royal
ties. The departmental resources come primarily from a percentage
of the sales tax on comodities and, beginning in 1978, with a special
tax on beer. Other national sources came primarily fram INALP E, 
the pre-investment agency. The corporations have the authority to
 
contract for external debt although the central goverrent has the 
authority of final approval. As can be seen, Santa Cruz has made 
extensive use Inof this authority. some cases the international 
donors provide financing directly to the DDCs. The DDCs also wi' 
often request additional funding in the form of direct transfers 
from the national treasury. At the national level these funds 
usually are budgeted but often fall victim to cuts in the total GOB 
budget. 

Funds coming from petroleum and mineral royalties are, in theory 
to be deposited directly in the accounts of the DDCs at the Central 
Bank. At present, however, the Ministry of Finance still controls 



SUMMARY OF DDC INVESTMIENT BUIDGETS BY SECTOR, 19'(($bOOO) 

Activity Ag.Pro- Agro-In- In- Edu- Water Health Urban 'lectri- OtherDDC duction dustry dustry cation Systems 21 Roads Infrast. 'icatiut, Jtudies I/ Tutal 
CORDENO 3,000 - 8,456 2,000 1,7O 1,500 15,600 5,700 1,500 
 3,730 7,646 50,832(Pando) ( 5.90%) (16.64%)( 3.93%) ( 3.34%) (2.95%) (30.69%)(h1.21%) ( 2.95%) ( 7.314%) (15.04%) (100%) 
CODEBENI 2,760 5,000 1,000 - 12,500 9,000 14,OOO 13,300 5,480 6,088 59,128(Beni) 
 ( 4.67%) ( 8.46%) ( 1.69%) (21.14%) (15.22%)( 6.76%) (22.41%) ( 9.27%) (10.3%) (100%) 
CORDEPAZ 23,800 2,000 43,000  - - 2,535 - 6,000 23,200 100,535(La Paz) (23.44%) ( 1.97%) (42.395%) ( 2.5 %) ( 5.91%) (22.85%) (1oo%) 
CORDECO 3,168 - 20;000 - 18,023 - 18,700 - - 1,8(X) 23,9S 85,681(Cochabamba)(3.7 %) (23.34%) (21.03%) (21.83%) ( 2.1%) (27.0 %) (100%) 

CORDEOR 300 100 7,250 1,050 4,500 14,OOO 3,000 32,958 3,000 5,322 2,000 73,480
(Oruro) 
 (.41%) ( .14%) ( 9.87%)( 1.43%) (6.12%) (19.05%)( 4.08%)(44.852%) ( 4.08%) ( 7.24%) ( 2.72%) (100%) 
, CORDEPO 12,090 1,390 1,851 44,973 2,670 24,876 4,499 3,092 13,795 19,622 128,858
, (Potosi) (9.38%) ( 1.08%) ( 1.44%) (34.87%) ( 2.07%)(19.3%) (3.149%) ( 2.4 %) (10.71%) (15.23%) (100%) 

CORDECH 45,132 9,934 - 8,o96 1,329 1,300 1,250 2,600 2,705 23,897 96,243(Chuquisaca)(6.89%) (10.32%) (8.41%) ( 1.38%)( 1.35%)( 1.3%) (12.7%) (2.81%) 
(24.83%) (100%) 

CODETAR 37,400 5,900 3,215 - 5,100 - 8,OOO 1,5OO - 13,240 13,4OO 87,755(Tarija) (42.62%) (6.72%) ( 3.66%) ( 5.81%) ( 9.1;% ( 1.71%) (15.O9%) (15.27%) (100%) 

SUBTOTAL 127,650 24,324 84,772 3,050 94,892 19,499 83,011 149,907 23,492 52,072 p19,8143 682,512(18.70%) (3,56%) (12.42%)( .45%) (13.90%) ( 2.86%)(12.16%)( 7.31%) ( 3.1414%) ( 7.63%) (17.56%) (100%) 
CORDECRUZ 8,302 8,519 510,432 18,912 68,920 15,979 23,849 22,280 37,6OO 38,730 28,482 
781,818
(Santa Cruz)(i.06%) (1.09%) (65.29%)( 2.42%) ( 8.82%) ( 2.02%)( 3.05%)( 2.85%) 
( 4.81%) ( 4.95%) ( 3.64%) (100%)
 

TOTAL 135,952 32,843 595,204 
 21,962 163,812 35,296 106,855 72,187 61,092 90,802 
 148,325 1,464,330
(9.28%) (2.24%) (40.65%)( 1.5 %) (ii.19%) ( 2.41%)( 7.3 %)( 4.93%) (14.17%) ( 6.2 %) (10.13%) (100%) 
I/ Includes rural oriented projects such as reforestation and activities identified in the budget as Integrated


Rural Development.
 
?_/ Includes sewer projects.
 

http:Cruz)(i.06
http:2.86%)(12.16
http:Chuquisaca)(6.89
http:30.69%)(h1.21


TABLE 3 
1978 DDC BUDGETS, BY SOURCE 1 

($b 000) 

B U D E T 8 ) U H C E 
Total Depart-
Operating Investment National Nat i onalmental National Transfer
Budget Budget Budget Other Foreign Foreign
Treasury Resources Credit 2/ National Credit Donor
CORDECH 124,524 
 28,281 96,243 
 - 15,420 36,597 39,334 14,078
(22.7%) (77.3%) "9,094
(12.4%) 
 (29.4%) (31.6%) (11.3%) 
 (15.3%)


CORDEPAZ 159,672 59,137 100,535 - 143,500 16,oOO 44,315 35,857 9,000
(36.8%) (63.2%) 12,000
(27.1%) (10.o%) 
 (27.6%) (22.8%) (5.6%) ( 7.5%)
CORDECO 106,940 
 21,260 85,681 
 62,300 13,330 
 5,000 i,632 
 9,087 
 -5,590(19.9%) (80.1%) 
 (58.3%) (12.5%) (4.7%) (1O.9%) (8.5%) ( 5.2,3)
CORDEOR 159,881 86,402 
 73,480  38,890  83,652 37,339
(54.o%) (46.o%) (24.3%) 
 (52.3%) (23.24%)

CORDECRUZ 1,068,104 306,286 781,818 
 30,079 - 577,686 11,368(28.1%) (71.9%) 468,970(2.8%) 
 (53.1%) ( 0%) (43.1%) -CODETAR 103,991 16,236 
 87,755 
 12,325 35,490 
 16,302 1,873 
 30,000
(15.6%) (84.4% 8,000
(11.9%) (34.1%) 
 (15.7%) (1.8%) 
 (28.8%) (7.7%)

CODEBENI 80,232 
 21,104 59,128 
 70,670 520 
 3,600 961
(26.3%) (73.7%) (92.7%) (0.7%) 480 

( 4.7%) (1.3%) (0.6%)
CORDENO 69,O21 18,189 
 50,832 
 69,022 3,082 
 - 3,179 (26.4%) (73.6%) 
 (91.7%) ( 4.1%) 
 (4.2%)

CORDEPO 232,502 103,645 128,858 
 1,200 156,501 73,074 1,728 

TOTML 2,124,867 660,540 1,464,390 132,970 224,286 63,172 927,646 211,591 522,048
(31.1%) (68.9%) 46,412
( 6.2%) (10.5%) (3.0%) (43.6%) ( 9.9%) (24.5%) (2.2%) 
From 1978 GOB Budget. 
Some figures may not add correctly due to errors in rounding.
g/ Generally from petroleum or mineral royalties. 
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all the funds and makes disbursements to the accounts. While thedisbursements are scheduled to be quarterly, they tend to be three
 
to six months in arrears.
 

The Ministry of Finance maintains overall control over the DDC'sresources by requiring that vouchers be presented to liquidate alloutstanding funds. The DDCs do, however, have the authority to carry
unspent funds over to the next fiscal year.
 

The importance of the development corporations as an integralpart of the national planning system was confirmed with the issuance,in February 1978, of the Law of the Departmental Development Corporations. This Law strengthens the M.FC as the responsible entityfor guiding the development planning of the departments and forcoordinating departmental and sectoral planning within the nationaldevelopment plan and priorities. The Law clearly establishesfunctions and lines of responsibilities 
the 

of the DDCs and also confirmsthe central role of each corporation for planning within its owndepartment. Annex IV contains a translation of the Law. 
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PART 	 IV. FINANCIAL AMD PROJECT IMFLETATION PLANS 

A. 	 Financial Analysis and Plan 

The estimated cost of activities to be financed by the project is$ 14.6 million. The AID loan will provide $ 10 million and grant
funds will provide $ .9 million. The GOB, through 
 ,he 	 MFV, will bethe 	Borrower and will pass the loan funds on to the DDCs on a grantbasis. The loan will be repaid from general government revenues. 

Loan funds will be disbursed over the five year life of theProject. Grant funds, which primarily will finance long-term technicalassistance, will be disbursed during the first yearstwo of the Project. 

The GOB contribution of $ 	3.7 million will come entirely fromparticipating DDCs. Counterpart funds 	
the

will 	finance subproject feasibility studies, a percentage of total subproject cost, and, for thegrant portion, counterpart staff to work with the advisors. In somecases, communities will provide in-kind support (labor, land, localmaterials, etc.) co subprojects. The 	total value of this supportwill depend on the final mix of subprojects implemented and is

difficult to estimate.
 

1. 	Impact on DDC Budgets 

Of the nine development corporations, only Beni and Cochabamba are dependent on transfers from the central government for
their financial support. 
The 	other corporations, primarily through
royalties on petroleum and mining production, have 	 sources of financingindependent of the central government. As a result, the 	 currentfinancial troubles at the national level (and the correspond.JnEreductions in publi_ sector spending in an effort to deal with the
difficulties) are not expected to have a serious izoact on the DDCz.
Their budget levels will remain at sufficiently high levelsthat 	their required contribution to subproject 
such 

will 	not place unmanageable financial requirements on them. in the cases of Beni andCochabamba, a covenant to the Project Agreement will require thattransfers from the central government remain at least constant in 
real terms. 

Assuming the allocation of funds previously showm in Table I.and 	that the funds will be disbursed equa.ly the five-yearover
Project life, the following table shows that 	the counterpart requirements of the DDCs will represent only .2 per cent to 2.1 per cent 	oftheir current investment budgets.
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Table 4 

Impact 	 on DDC Budgets 
($ 000) 

1978 Annual 
SAllocation Counterpart Percentage

Corporation Investment Requirement of Investment 
Budget of Loan (25%)
Funds	 Budget 

CODECIH 4,812 272 90 1.9% 
CORDEPAZ 5,082 272 90 1.8% 
CORDECO 4,284 272 90 2.1%
 
CORDEOR 3,674 204 68 1.8% 
CODETAR 4,388 272 90 2.0% 
CDEBENI 2,756 119 40 1.4% 
CORDENO 2,855 102 34 1.2% 
CORDEPO 6,443 187 62 0.9%
 
CORDECRUZ 39,091 
 300 100 0.2%
 

Recurring costs, primarily in the form of future maintenance 
costs, will be borne by the benefitting communities through user 
charges. It is not expected that there will be an impact on the 
budget requirements cf the DDCs. The subproject feasibility studies 
will examine this question of recurring costs from the perspective
of both the cammunities and the DDCs to assess its impact and whether 
it is too high. 

2. Sumary Financial Plan
 

The following table presents the total cost of the Project
and the proposed sources of financing: 

Source 

Loamn Grant GOB Total 

Subprojects 
Technical Assistance 

10,000 
808 

3,450 
250 

13,450 
1,058 

a. Long-Term (700) 
b. Short-Term 
Vehicles 

(108) 
30 30 

Commodities 6 6 
Contingencies 

TOTAL .0000 
56 

-oo- 46 
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The breakdown between U.S. dollar and local currency costs 
is presented in the following table: 

Source 
($ Mlions) 

AID Loan AID Grant GCB Total 

FX LC FX LC LC FX LC
 

Subprojects 2.4 7.6 
 3.45 2.4 11.05
Technical Assistance 
 .808 .25 0.8C8 .25
Vehicles 
 .030 0.030

Commodities 
 .006 O.006 
Contingencies 
 .056 0.056 

TOTA .9 - 3.7 3.3 11.32.4 7.6 

Foreign currency costs under the project are expected to
 
purchase materials for subprojects not available locally. These

purchases will include plastic pipe and pumps 
 for water systems,generators for small scale electrification, farm machinery for theland improvement subprojects, and equipment for agroindustries. 

3. Disbursement Schedule 

It is expected that the $ 10 million in loan funds will be

disbursed in equal increments over a five-year period. 
 The grant
funds providing long- and short-term technical assistance to the
corporations in La Paz and Oruro will be disbursed during the first 
two years of the Project. Commodities procured with grant fundswill support the technical assistance effort and will also be dis
bursed during the first two years of the Project. 

4. Disbursement Procedures 

a. Dollar Disbursement 

For dal-lar-financed procurement of commodities, normal
letter of coitment/letter of credit procedures will be utilized.For the foreign exchange component of technical assistance contracts,
direct dollar checks will be issued by the Mission's Office of theController based upon submission aof request for payment including
appropriate documentation by the GOB. 

b. Local Currency Disbursements 

The majority of expenditures under the project will be
in local currency. In view of the number of subprojects, diversity
of expenditures, and AID's role in procurement monitoring, a 



disbursement system based upon a will berevolving fund utilized.Advances made under the revolving fund will follow the principles

of good financial management. This 
 system will minimize direct AID
involvement in the day-to-day financial management of the project

thereby facilitating project implementation.
 

The following system will be utilized: 

1) The annual operating plan of each DDC will containa quarterly disbursement schedule for each subproject (new and on
going) to be financed uider the AID loan.
 

2) Following approval of the operating plan by the GOB
and specific MPC and AID approval of new subprojects as necessary,

the MPC will submit to AID a request for disbursement by DDC equal

to the total estimated amount required for the first quarter 
of the 
year.
 

3) AID will disburse a one quarter advance directly into
the Central Bank account of ea.h DDC. An accounting system will be
established so that the funds can be deposited against the specific

subprojects which have been approved, thus assuring that funds 
 are
 
used only for the approved subprojects.
 

4) At the end of the first quarter, the DDCs -will submit

through the MI-C 
 a request for an advance for second quarter expendi
tures. The request will contain a summary financial statement
 
covering the status of subprojects as well as the of fundsuse

during the quarter. The statement will revise the disbursement

schedule as necessary based on progress with respect to im=lementation. 

5) The YTC will forward the requests for disbursement
and include a certificaticn that all AM funds have been used in

conformity with the requirements of the AM loan.
 

6) AD will disburse funds for the second tccuar-ter 
the various DDC accounts based on the MPC reque*. 

7) Steps 4) through 6) will be repeated in the third
and fourth quarters, at which time all fuds aproved for the year
will have been disbursed. 

8) At the end of the fourth quarter, the DlDlCs will sub
mit internally audited financial accountingstatements for Ithe totalannual advance. The I2 will forward these statements to AID together
with its certification that a.ll expended funds were used in conformity
with project rec '- ents. Unused funds will be carried over into
the following yeas - r the subproject and will be included in the 
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projected disbursement schedule for the following year. Funds not
fuy utilized for completed subprojects would be eligible for transfer 
to other approved subprojects. 

9) 
Twice each year, at the end of the second and fourth
quarters more detailed reports will be submitted which discuss physical 
progress on the subprojects being implemented. This detailed report
will be submitted concurrently with the summary financial statements. 

To assure that AID loan funds are utilized in conformity
with the requirements of the project, project monitoring unit wila 

be created within MDC. 
 This unit will be charged with the review of
disbursement requests and the periodic audit of DDC procedures to
verify that they are in compliance with established procurement
procedures and that funds are used in conformity with the approved
subproject. In addition, the Mission also will carry out periodic
audits of DDCs site visitsand to subprojects. 

B. Imlementation Plan 

1. Subroject Review and Approval Process 

The system to review and approve subprojects under the AID

loan will parallel that currently used to approve the development

corporation's annual operating plans and investment budgets. The

following section briefly outlines the current process. 
 Adjustments

in that system to accomodate the requirements of the proposed project
 
are discussed subsequently.
 

a. DDC Budget Cycle 

Under the current system, each DDC prepares an annual
budget request (referred to as an operational plan) and submits theplan to the MC,, The plan outlines the development strategy of the
DDC, suarizes on-going and proposed investment projects and feasi
bility studies for future projects, and includes the acrri-zstrative
budget. The plans for all DDCs are submitted to the MC in October 
'or the following fiscal year (the GOB fiscal year is January -
December). 

In addition to the budget document all new investment 
projects prepared in the budget must be suported by a detailed
feasibility study. Feasibility studies are reviewed for technical 
acceptability by the Department of Projects of MPC. 

It is the responsib-lity of the Department of Projects
to review and approve each feasibility study submitted by the DDCs.
If the study is not acceptable, it is returned to the particular flC 
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for revision. Although the submission of feasibility studies to the
MIC occurs throughout the fiscal year, by the time the Operational

Plan is reviewed, only those investment projects with approved

feasibility studies will be 
eligible for approval by the MPC. 

The first step in the review of the Operational Plans is a technical review involving the Departments of Regional Planning
and Projects of the MPC, and representatives of appropriate sectoral 
ministries. 
The Plan is reviewed for consistency with the National
 
Development Plan, relationship of the proposed investments to those 
of the various DDCs and sector ministries to avoid duplication, and
 
the technical quality of investment proposals. As a result of this
review, proposed investment projects may be struck from the plan if
they conflict with GOB policy br overlap other activities in other 
Departments.
 

Following the technical a reductionreview, second in 
the Operational Plan is made by the Department of Regional Planning
to adjust the plan of each DDC to the budget "mark" issued by the
Ministry of Finance. markThe from the Ministry of Finance esta
blishes 
 the maximum amount expected to be available from all sources
(including the National Treasury) to finance the budgets of the DDCs.
Those DDCs w4hich are most dependent on the National Treasury as a 
source of funds Beni(i.e., and Cochabamba) are more vulnerable to
 
this type of budget reduction than those with substantial resuurces

frm automatic transfer mechaLisms such as mineral royalties and
 
sales taxes.
 

The Department of Regional Flanning then reviews the
 
final plan wiTh each DDC at which time the corporation has the

opportunity to request changes. Fcllowing this final review, el. 
the plans are integrated into the National Operational Plan which 
is then forwarded to CMNEPLAN for its approval. The approved Plan 
is officially put into effect by a Presidential Decree. 

It should be noted that investment projects are financed 
on an incremental basis. 
 Only those funds necessary to continue a

project during a particular fiscal year are approved in the Annual 
Operational Plan. 

b. Subproject Approval Under the Loan 

Several adjustments in the current MC inrestment project 
review and approval process are necessary to respond to the require
ments of the AID loan. These changes should facilitate rather than 
encumber the approval process. 
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First, prior to the initiation of a feasibility study

for a subproject which a development corporation intends to finance
 
unde: the AID loan, a preliminary subproject concept document (PSCD)

will be submitted 
to AID and the MPC. The PSCD will describe the
 
proposed subproject, define 
target group impact, provide global cost 
estimates, relate the project to the development strategy of. the DDC,
and outline an implementation schedule. The document will be brief
 
but will permit a reasonable judgement as to the extent to which the
 
subprojec- fulfills the general eligibility criteria. Approval of

the document will permit 
the DDC to initiate the feasibility study

with increased certainty that the subproject can be financed under
 
the loan. 
 This will avoid their investing in feasibility studies
for subprojects which are not consistent with the basic eligibility

criteria for AD-financed subprojects. It should be noted that the

PSCD w-ll not be required for AD-financed subprojects which will be
 
included in the 1980 Operational Plan. Rather, each feasibility

itself will be reviewed and approved as appropriate since the sub
projects to be approved in 1980 will be among those already at 
the 
feasibility study stage within the DDCs. 

Following approval of the PSCD, the second step will be
 
the preparation of a feasibility study for the proposed 
 subproject.
The feasibility study will be undertaken either by the staff of the

DDC or under contract. Feasibility study guidelines responding 
 to 
the requirement of subproject eligibility criteria will be prepared
by the MPC and seminars held with the development corporations so
that all essential information is contained in the feasibility studies. 
This is critical particularly for the target group analysis and social/
cultural soundness are now inanalysis which not contained feasibility
studies prepared or contracted by DDCs. 

The third step in the process is the review of the

feasibility study itself. For the first year of the project, 
 AID 
will participate in the MPC review of feasibility studies when the 
total amount of anticipated AID funding exceeds $ 100,000. Where
AID funds are involved, A= concurrence in the feasibility study will 
be a prerequisite for the inclusion of a subproject in the Operational 
Plan for the following year.
 

The fourth step is the inclusion of the subproject pro
posed for AID financing in the Operational Plan. AID will review 
each Operational atPlan with MPC the time of the technical review 
for consistency with approved feasibility studies, and for the ade
quacy of financing proposed in the Operational Plan for on-going AID
financed subprojects (AID and counterpart funds). After the Opera
tional Plans have been reviewed and approved by the MPC formal AD 
approval of new subprojects contained in the Operational Plans will 
be requested. AID will issue an implementation letter approving
all new subprojects for a stipulated level of financing over a stated 
time-frame. AID will not have to approve annual funding for on
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going approved subprojects if the incremental funding is within the 
a--oroved total amount of the subproject and within its approved 
implementation period. 

In view of the current GOB practice of approving DDC 
investment projects only as part of the Operational Plan, AID
financed subprojects also will follow this pattern. Therefore, the 
first AID-financed subprojects will be approved iu early CY 1980. 
It is anticipated tnat all subproject resources will be committed 
to eligible subprojects in the third year of the project in the 
Operational Plan for CY 1982. Two additional years will be rquired 
to complete subproject implementation. 

2. Administrative Arrangements 

a. Role of the Ministry of Planning and Coordination 

The Ministry of Planning and Coordination will be the 
primary representative of the Borrower under the Project. As such, 
MP will coordinate project activities and assume primary responsibility 
in assuring that the terms of the loan agretzent are fulfilled. Among 
the functions it will carry out are the following: 

1) Review and approve the PSCD and subproject feasibility 
studies.
 

2) Review and approve the &:nua Operational Plans of 
the DDCs. 

3) In certain instances, act as the procurement agent
for the :ncs as appr;priate. (See Section B.3 below, Project pro

curement. ) 

4) Provide guidance to flDC3 in the preparation of 
feasibility studies, SCIs and project procurment. 

5) ?repare disbursement requests for subrcjects for
 
submission to A.
 

6) Monitor flDC colian e with the requremnt of the 
AID loan agrement. 

In addition, MPC will undertake an 8nnu.2 evaluation of 

the project. This is discussed more fully under Section C.1 below. 

b. Role of the Demartmental Develoqent Corporations 

The implementing agencies will be the nine DDCs participat
ing in the project. Project resources Vl.l be channelled to the. =lDCs 
to finance specific subprojects with the overall objective of im

proving their -lanni capability. SpecificaLly, the DDCs vi11 
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1) Prepare PSCDs outlining subprojects which they believe 
are appropriate for financing under the Project. 

2) Prepare (either in-house or using contracted consultants)a detailed feasibility study for each subproject following approval 
of the PSCD.
 

3) Prepare an annual Operational Plan, including projects

to be funded under the AID loan.
 

4) Implement or contract for implementation of approvedsubprojects in conformity with the requirements of the AID loan. 

5) Carry out annual evaluations as specified in Section 
C.2 below. 

Within each DDC, a senior official will be designated as
the AID project coordinator, probably the chief of the planning division. 

c. 
Role of the National Sector Ministries
 

The role of the various sector ministries will depend on
the types of subprojects implemented by the corporations. Given the
Project's agriculture focus, the participation of the Ministry

Campesino Affairs and Agriculture (MACA) probably will 

of
 
be the mostactive. However, other Ministries and such organizations as NCDS
 

may participate.
 

In view of the tight GOB budget situation, 'It is notanticipated that significant financial resources will be available

from sector ministries for MDC subprojects. Technical services frcmMinistry staffs, however, may critical thebe in preparation offeasibility studies or in subproject implementation. In caseswhich assistance of this type is required, a 

in 
formal agreement between

the involved DDC and sector Ministry will be required prior to the 
approval of the subproject by AID. 

d. Role of AID
 

The Mission's project mang er together with the Projectcomittee will have primary responsibility for monitoring the implementation of the project. Specifically their activities will 
include: 

1) Assist the MPC and the Development Corporations in 

establishing project disbursement and procurement procedures. 

2) Review and approve all subproject concept documents. 
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3) Review and approve all subproject f easibility studiesduring the first year of the project (CY 1980 subprojects) involvingAID financing in excess of $ 100,000 and in subsequent years as

mutually acceptable to AID and GOB.
 

4) Maintain appropriate contracts with MIC and DDC 
officials.
 

5) Participate in annual project evaluations. 

6) Carry out on-site visits to the DDCs and their subprojects to measure project papers. 

3. Project Contracting and Procurement 

The relationship of AID to the development corporations isanalogous to that found in Intermediate Credit Institution (ICI)

projecto. Therefore, procurement procedures will be developed
conformity with the requirements 

in
 
of AID Handbook 1, Supplement B,governing ICI procurement but will follow to the maximum extent

practicable AID Handbook 11. 

During the intensive review, the procurement procedures of
the DDCs were reviewed and found adequate in terms of assuring competition and reasonable prices. 
 Therefore, to facilitate project
implementation, the project procurement system will parallel theprocedures currently utilized by DDCs modified as necessary to
conform to AID requirements. (Annex III contains procurement guide
lines for the Cochabamba corporation.) 

As a condition precedent to disbursemet for subprojects,

the MPC will develop procurement guidelines fa! uze 
under the project which will blend into the DDC system the requirements of the
AID loan. A seminar on project procurement will be given to all
DDCs explaining these guidelines. The following outlines briefly

the anticipated procurement process.
 

a. Services 

1) Grant-financed services. It is anticipated thetechnical services financed by this Project will be provided by the
same firm or institution aaured the technical mervices 
 contractunder the Rural Development Planning project. The rationale isthat the services to be provided by the two projects are identicaland that the services provided under this Project should, in fact,have been included in the earlier grant project. The requirement
for the additional services, however, was not identified until afterthe Rural De'oelopment 1aning Project had been approved. 
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2) Loan-financed services. Technical advisory services 
also will be eligible for financing under the loan as part of particu
lar subprojects when those areservices essential for the implementa
tion of a subproject. A contract format acceptable to AID will be 
developed and DDCs will be required to utilize that contract for all
 
services contracting. Lae of AID funds for services will be 
approved
in relation to particular subprojects. Neither the specific individual 
contract nor the contractor will be approved by AID. 

b. EEquient and Materials 

It is anticipated that most of the procurement of com
modities will be of indigenous origin or will be off-shelf procurement

of minor value imported items. For procurement of these categories

of equipment, AID will approve
not individual procurement contracts. 

In some instances, off-shore procurement of commodities
 
may be necessary. Equipment of this type will be identified at the 
time of subproject approval and the requirements of the various DDCs
 
combined in one tender document. The IFB will be issued by the MIC

who will act as the procurement agent for the DDCs. Equipment pur
chased under the IFB to DDC an
will be provided the appropriate as"in-kind" disbursement under approved subprojects. 
Since the MFC
will be the contracting agent, Handbook 11 procedures will be utilized. 

c. Construction Services 

Construction of subproject facilities will be undertaken 
by the DDCs directly (force account), through labor contributed by
participating communities, under contract, or some ccmbination of 
these three systems. Under force account construction or construc
tion by community labor, AID will finance only the cost of materials.
Construction services contrafts, however, will be eligible for 
financing. As in the case wf equipment, standarda contract format 
will be developed for all construction services. However, AID will 
not specifically approve individual contracts 
or contractors.
 

To assure that AID funds are utilized in conformity with 
the requirements of the loan agreement and AID regul&aions, periodic
audits and site visits will be made of DDC acw'-ivities. If misuse 
of AID funds is identified or if procurement practices are not in
conformity with the project procurement system, the DDC will be 
required to refund the amount in question.
 

4. Project Implementation Schedule 

The schedule for implementation of the Project has been 
developed to coincide with the DDC budget cycle. It is anticipated
that all project funds will be committed to subprojects three years 
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following the signing of the Project Agreement with an additional
 
two years for the completion of all activities approved for financing

under the Project,. The following initial project implementation 
schedule will serve as the basis for the detailed implementation

plan to be submitted by MPC as a condition precedent to initial
 
disbursement. 

Event Estimated Date 

Project Authorization 
 April 1979
 
Project Agreement signed June 1979
 
Preliminary identification of subprojects for
 

CY 1980 financing 
 August 1979
Satisfaction of initial CPs September 1979 
Technical assistance contracting initiated September 1979 
Submission of CY 1980 Operational Plans October 1979 
Review of Operational Plans and November 1979 

subproject feasibility studies January 1980 
Approval of Operational Plans including sub

projects eligible for AID financing February i980
Submission of preliminary subproject documents 

for CY 1981 financing February 1980
Approval of preliminary subproject documents and 

initiation of feasibility studies March 1980 
Submission of CY 1981 Operational Plans and 

subproject feasibility studies October 1980 
Annual joint evaluation November 1980 
Review and approval of subproject feasibility November 1980 

studies and Operational Plans January 1981 

(The cycle for subproject identification and approval will be the 
same for CY 1981 and CY 1982 projects.) 

Final date for subproject approval February 1982
PACD June 15, 1984' 

C. Evaluation Arrangements 

Evaluation will take place at two levels; evaluation of the 
overall project and evaluation of individual AID-financed subprojects. 

1. Project Evaluation 

The Project will be jointly evaluated annual.ly by MPI, DDCs 
and AID. The MPC will have responsibility for coordinating and 
chairing the evaluation. Each of the DDCs will submit evaluation 
of project activities within their departments to the MPC appr'mdately
in October of each year. These evaluations will be annexed to theatr 

http:annual.ly
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Annual Operational Plan and provide data on the financial and physical
aspects of the subprojects being implemented, highlighting problem

areas which require remedial action by the DDC or MIC. The MIC will
 
prepare a summary of the individual DDC evaluations and provide its
 own evaluation of the implementation of the project, including an
 
assessment 
of the progress toward achievement of the project's purpose. The DDC's operational plans 
 in part will be reviewed on the 
basis of their ability to implement previously approved subprojects.
If a particular DDC is not implementing its suburojects in a timelymanner, assistance can be provided and remedial action taken to keep

the project 
on schedule. If serious delays are identified, approvalof new subprojects may be held in abeyance until satisfactory progress
has been made in accelerating subproject implementation. 

2. Subproject Evaluation 

To enhance the linkages between the planning process and
 
subproject identification anc implementation within the development
corporation an evaluation will be included as part of the project

design establ.shed in subproject feasibility studies.
 

Baseline data will be included in the feasibility study

adequate to evaluate the physical progress of subproject implementa
tion and assess the impact on the target group (particularly employ
ment and income benefits). 

3. Final Evaluation 

A final evaluation of the project will be prepared and

submitted by the MPC 
 within six months following the PACD. Theevaluation will sumnarize all subprojects undertaken during the
project and assess extentthe to which the project purpose was
achieved. The DDCs will contribute to the evaluation as necessary. 

No additional assistance specifically contracted for evalua
tion will be necessary. 

D. Conditions, Covenants and Negotiating Status 

1. Conditions Precedent to Disbursement for Technical Assistance 
and Related Cnodities 

Except as AnD may otherwise agree in writing, prior to anydisbursement under the Project Agreement to finance technical assist
ance, the Cooperating Country shall furnish to A3D form andin substance 
satisfactory to AID: 
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a. An operational plan for the technical assistance which
details the roles and responsibilities for personnel in the departmental development corporations of La Paz and Oruro who will 
serve 
as counterparts to the technicians provided. 

b. A detailed scope of work for each technician provided. 

2. 	 Conditions Precedent to Disbursement for Other than Technical 
Assistance 

Except as AID may otherwise agree in writing prior to anydisbursement or the issuance of any commitment document under the
Project Agreement 
 other than to finance technical assistance, theCooperating Country shall furnish to AID in form and substance 
satisfactory to AID: 

a. 	 A detailed implementation plan which shall include pro
cedures for designing, selecting, monitoring and evaluating subprojects. The plan shall also demonstrate that procurement arrangementsfor 	subprojects will satisfy AID procarement regulations. 

b. 	 A manual which establishes requirements for the preliminarysubproject concept document and the feasibility studies to be carried
out for each subproject consistent with eligibility criteria.
 

c. Evidence that a project implementation unit has beenestablished within the MPC which will be responsible for coordinating

all project activities.
 

3. 	 Conditions Precedent to Disbursement for Individual Con
struction Subcrol ects 

Except as A.I.D. may otherwise agree in writing, prior to anydisbursement, or the 	issuance of any commitment documents under theProject Agreement, to finance individual construction subprojects,
the 	Cooperating Country shall furnish to A.I.L., in form and sub
stance satisfactory to A.I.D.: 

a. 	 Evidence of clear title to the land upon which construc
tion is to take place. 

b. A maintenance plan for the facilities which will be con
structed. 

4. 	 Suecial Covenants
 

Except as AID may otherwise 
agree in writing, the Cooperating
Country shall covenant that: 
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For the Development Corporations of Beni and Cochabamba which 
receive the majority of their annual operating budgets frcm direct 
transfers from the Central Government the real level of these 
transfers will remain at least constant over the life of the Project. 

5. Negotiating Status 

The MPC and DDCs have been closely involved in the development
of this Project and have consistently demonstrated their willingness
to participate in a project that will require adherence to specified
eligibility criteria. No outstanding issues remain to be negotiated.
It is expected that a Project Agreement will be signed in June 1979. 



TELEGRAM STATE 32275
 

7 Feb 79UNCLASSIFIED 

CLASSIFICATION
 

ANNEX I 
Exhibit AP 070037Z FEB 79 


FM SECSTATE WASHDC File PRM 
TO AYMBASSY LA PAZ PRIORITY 0054 
BT 
UNCLAS 
 STATE 032275 Action DPE
 

AIDAC 
 Reply due 2/9 Info DIR 

E.O. 12065: N/A DR 
CON 

TAGS: Action tkn 
ADM 
CRF
 

SUBJECT: DEPARTMENTAL DEVELOPMENT CORPORATIONS PID SF
 

1. SUBJECT PID WAS REVIEWED AND APPROVED BY THE DAEC ON JANUARY 15.
THE FOLLOWING GUIDANCE IS PROVIDED FOR PP PREPARATION.
 

2. FUNDING LEVEL - OYB LEVEL OF $7 MILLION SHOULD BE CONSIDEREDMAXIMJM AVAILABLE FOR THIS PROJECT IN FY 1979 AS LIKELIHOOD OFADDITIONAL FUNDS BEC@KING AVAILABLE IS REMOTE. THE MISSION MIGHTCONSIDER FUNDING PROJECT IN TWO TRANCE, WITH THE SECOD TRANCHEPOSSIBLY IN FY 81. AS DISCUSSED IN PARA 4 (B) BELOW, M LOWERFUNDING LEVEL MAY NE2ESSITATE A REDUCTION IN THE NBER OF DDC' S 
PARTICIPATNG IN THE PROJECT. 

3. PROJECT STRATEGY - CONCERN WAS EXPRESSED THAT THE PROJECT WOULDPROVIDE ONLY A ONE-TIME TRANSFER OF RESOURCES TO TE DDC' S. THE PpSHOULD DISCUSS THE ROLE OF THE PROJECT IN FACfIMA ",1G nM LOGRTERM DEVELOPMENT OF THE DDC' S AND iN ATTRACTING A=DITIONAL FUTURESOURCES OF INVESTMENT FUNDS AS CLEAR A PICTURE AS POSSIBLE SHOULDBE PROVIDED OF THE DDC' S NOW AND WHAT CHANGES ARE ANTICIPATED AS ARESULT OF THE PROJECT. IN SHORT, WHAT ARE WE TYING TO ACCNMFLISH 
WITH THIS LOAN?
 

4. PROJECT DESIGN 

A. FOCUSING PROJECT RESOURCES: THE INTENSIVE REVZW SHOULDCONSIDER THE FEASIBILITY OF TARGETING PROJECT RESOURCES ON MORESPECIFIC DEVELOPMENT OBJECTIVES TO BE ACHIEVED THOUGH LOAN-FMIACEDSUBPROJECTS AS AN ALTERNATIVE TO THE SCATTERED APPROACH (SPATIAL AND
SECTORIAL) TO SUBPROJECT SELECTION PROPOSED IN THE PFD. POSSIBLE
DEVELOPMENT CBJECTIVES MIGHT INCLUDE FOCUSING ON A SERIES OF SUB-PROJECTS PR3MOTING GROWTH POLES WITHIN DDC' S OR ON INTEGRATED REGIONAL 
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DEVELOPMENT ACTIVITIES WITHIN PARTICULAR DDC' S. AS DISCUSSED ABOVEIN PARA 2 THE AVAILABILITY OF FUNDS FOR THE PROJECT MAY ALSO BE ANIMPORTANT FACTOR IN DEVELOPING A MORE NARROW FOCUS FOR PROJECT OB-JECTIVES AND RELATED STRATEGY. DURING THE INTENSIVE REVIEW, THEFEASIBILITY OF ALTERNATIVE APPROACHES SHOULD BE EXAMINED AND FINALPP DESIGN BASED ON MOSTTHE APPROPRIATE METHOD FOR ACHIEVING THE
SPECIFIC OBJECTIVE ESTABLISHED.
 

B. NUMBER OF PARTICIPATING DDC' S - THE PID PROPOSES THAT ALLDDC'S PARTICIPATE IN THE PROJECT. IN LIGHT OF FUNDING LIl4ITATIONS ANDPOSSIBLE NARROWING OF THE PROJECT FOCUS DISCUSSED IN PARA 4 (A),PARTICIPATION OF ALL DDC' S SHOULD BE REEXAMINED. THE PP SHOULD ASSESSEACH DDC TO DETERMINT- WHICH SHOULD PARTICIPATE IN ORDER TO MAXIMIZETHE IMPACT OF AVAILABLE RESOURCES. A METHODOLOGY AID RATIONALE FORALLOCATING PROJECT RESOURCES AMONG THE CORPORATIONS ALSO SHOULD BE

PRESENTED IN THE PP.
 

C. DEMAND ANALYSIS - PROJECT SHOULD INCLUDE AN ANALYSIS WHICHDEMONSTRATES THAT SUFFICIENT DEMAND EXISTS AMONG THE PARTICIPATINGCORPORATIONS FOR THE FUNDS AVAILABLE AND FOR THE TYPES OF SUBPROJECTSANTICIPATED. THE ANALYSIS SHOUIJr PROVIDE A LIST OF THE SUBPROJFCTSEXPECTED TO BE FINANCED, INCLUDING AS MUCH DETAIL AS POSSIBLE REGARDINGTHE EXPECTED COST OF EACH. TO ALLOW FOR FALL-OUT OF SoE SUBPROJECTS,DEMAND IN EXCESS OF AVAILABLE FUNDS SHOULD BE DEMONSTRATED. 

D. SECTION 611(A) - CONCERN WAS EXPRESSED DUNG THE DAECREVIEW AS TO HOW THE PROJECT WOULD SATISFY 611(A) REQUIREMENTS. TOMAXTUM EXTENT POSSIBLE PP SHOULD INCLUDE COST ESTIMATES FOR EACH SUB-PROJECT IDENTIFE FOR FINANCING IN DEMAND ANALYSIS. WHERE COSTESTIM4ATES FOR SUBPROJECTS CANNOT BE IDENTIFIED, THE PP SHOULD OUTLINETHE MIJM REQUIEETS WHICH SUBPROJECTS MUST FULFILL PRIOR TO TEEI
APPROVAL (mANS, SPECIFICATIONS, 
 COST ESTIMATES, ETC.), AND PROVIDEA MECHANISM FOR SUBPROJECT REVIEW PRIOR TO FINAL APPROVAL. ME INSTI-TUTIONAL CAPACITY OF THE DDC' S TO T SUBPROJECTS AND UTILZsFUNDS EFFECTIVELY SHOULD ALSO BE EXAMINED. 

E. TARGET GROUP PARTICrPATICK: THE PP SHOULD ANALYZE THE RLEOF THE TARGET GROUP IN THE PROJECT, PARTICULARLY THIR PARTICIPATION
IN SUBPROJECT SELECTION AND IMPLMMATION. 

5. ABSORPTIVE C-PACITY: THE INSTIrUT!oNAL ABILITY OF THE CORPORA-TIONS TO ABSORB HIGHER LEVELS OF INVESTMENT RESOURCES WAS QUESTIONED.THE PP SHOULD EVALUATE THE ABILIT OF T DDC'S TO EFFECTIjVE UTILIZEALL RESOURCES (INCLUDING THOSE MADE AVA.ILABLE UNDER OTHER A-FINANCEDPROJECTS) WITHIN THE PROJECT INTATION pMEID. 
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6. ROLE OF OTHER GOB INSTITUTIONS: TME RELATIONSHIP OF nM RELEVANTSECTOR MINISTRIES AND THE DDC' S SHOULD BE EXAMINED, INCLUDING THEMECHANISMS USED TO COORDINATE THEIR ACTIVITIES. THE AVAILABILITY OFTECHNICAL rD OTHER SUPPORT FROM SECTOR MINISTRIES FOR DDC SUBPROJECTS
SHOULD BE ASSESSED PARTICULARLY IN LIGHT OF ANTICIPATED GOB BUDGETARY 
CONSTRAINTS. 

7. PROJECT IMPLEMENTATION - AS PROPOSED IN THE PID, AID PARTICIPA-
TION IN PROJECT IMPLEMENTATION WOULD BE LIMITED TO A PRELIMINARYREVIEW OF SUBPROJECTS IDENTIFIED IN THE DDC' S ANNUAL BUDGETS. THEPP SHOULD EXAMINE WHETE FURTHER AID PARTICIPATION IN SUBPROJECT
APPROVAL IS NECESSARY. AID' S ROLE 
 IN MONITORING SUBPROJECT PROCURE-
MENT AND IMPLEMENTATION ALSO SHOULD BE DETAILED. 

8. GOB CONTRIBUTION - THE IMPACT OF THE GOB' S FISCAL CRISIS WASDISCUSSED, PARTICULARLY ON THOSE DDC' S WHICH DEPEND ON GOB TRANSFERPAYMENTS RATHER THAN MINERAL ROYALTIES. THE PROJECT DESIGN SHOULD
ASSURE THAT SUFFICIENT COUNTERPART IS AVAILABLE FOR THOSE DDC'S ANDTHAT AID FUNDS WILL NOT BE USED TO SUBSTITUTE FOR GOB TRANSFERS.
CONSIDERATION SHOULD BE JIVEN TO INCLUSION COVENANTOF A REQUIRING
THAT, AT A MINIMU1, THE REAL LEVEL OF GOB TRANSFERS TO DDC' S REMAIN 
CONSTAN"T. 

9. TECHNICAL ASSISTANCE - ALTHOUGH T.A. IS ALREADY BEING PROVIDED

TO FIVE DDC'S UNDER THE RURAL DEVELOPMENT PLANNING PROJECT AND NO
ADDITIONAL T.A. WAS PROPOSED IN THE PID, THE MISSION SHOULD CONSIDERADDITIONAL T.A. REQUIREMENTS AND THE NEED TO PROVIDE ASSISTANCE TC
OT DDC' S NOT DiKECTLY PARTICIPATING IN TE DEVELOPMENT 
 PLANNING
 
PROJECT.
 

10. PP SUBMISSION - PP SHOULD BE SUBMITTED IN TIME TO PEIT_ 3RL
QUARTER OBLIGATION. MISSION SHOULD PLAN ON 4 
WEEKS FROM TIME OFRECErIT OF PP IN AID/W TO AUTHORIZATION ASSUMING NO MAJOR REVISIONS 
ARE NECESSAFY IN PP. 

1. IEE WITH NEGATIVE DETER ION WILL BE FORWARDED TO AA/LAC FOR 
APPROVAL. 
BT 
#2275 VANCE 

UNCLASSIFIED
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CERTIFICATION PURSUANT TO SECTION 611(e) 
OF THE FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED
 

I, Frank B. Kimball, the principal officer of the 
Agency for International Development in Bolivia, having taken 
into account among other factors the maintenance and utilization 
of projects in Bolivia previously financed or assisted by the
 
United States, do hereby certify that in my judgement Bolivia
 
has both the financial capability and human resources capability
 
to effectively maintain and utilize the capital assistance
 
project: DEPARIMENTAL DEVELOPMENT CORPORATIONS FUND.
 

Frank B. Kimball
 
Director, USAID/Bolivia
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STATUTORY_2CELIST 

5C(l) - COUNTRY CHECKLIST 
Listed below are, first, statutory criteria applicable generally to FAAfunds, and then criteria applicable to individual fund sources: 
 Development Assistance and Economic Support Fund. 

A. 	 GENERAL CRITERIA FOR COUNTRY 
ELIGIBILITY 

1. 	FAA Sec.116. 
Can 	it be demon- Yes, Eligibility criteria
strated that contemplated assist- have been developed to assureance will directly benefit the 
 that beneficiaries are the
needy? If not, has the Depart- needy.

ment of State determined that
 
this government has engaged in a
 
consistent pattern of gross vio
lations of internationally re
cognized human rights?
 

2. 	FAA Sec.481. 
Has 	it been deter- No.
 
mined that the government of re
cipient country has failed to
 
take adequate steps to prevent

narcotics drugs and other con
trolled substances (as defined
 
by the Comprehensive Drug Abuse

Prevention and Control Act of
 
1970) produced or processed, in

whole or in part, in such country,
 
or transported through such coun
try, from being sold illegally

within the jurisdiction of such
 
coun- ;ry to U.S. Government person
nel or their dependents, or from
 
entering the U.S. unlawfully?
 

3. 	 FAA Sec.620(b). If assistance is Yes
 
to a government, has the Secre
tary of State determined that it 
is not controlled by the inter
national Communist movement? 
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4. FAA Sec.620(c). 
If assistance is 
 No
 
to a government, is the government

liable as debtor or unconditional
 
guarantor on any debt to a U.S.
 
citizen for goods or services fur
nished or ordered where (a) such
 
citizen has exhausted available
 
legal remedies and (b) debt is
 
not denied or contested by such
 
government?
 

5. FAA Sec.620(e)(1). 
 If assistance 
 No
 
is to a government, has it (in
cluding government agencies or sub
divisions) taken any action which
 
has the effect of nationalizing,

expropriating, or otherwise seizing

ownership or control of property

of U.S.citizens or entities bene
ficially owned by them without

taking steps to discharge its obli
gations toward such citizens or
 
entities?
 

6. FAA Se.620(a), 620(f); FY 79 Ap. NoAct Sec.108,114 and 606 Is re
cipient country a Comnunist coun
try? Will assistance be provided
 
to the Socialist Republic of Viet
nam, Cambodia, Lacs, Cuba, Uganda,
Mozambique, or Angola? 

7. FAA Sec.620(i). 
 is recipient 
 No
 
country in a.ay way involved in 
(a) subversi.n of, or military
aggression s.gainst, the United
 
States or any country receiving
U.S. rssistance, or (b) the plan
ning of such subversion 
or aggres
sion?
 

8. FAA Sec.620(j). Has the country No
permitted, or failed to take ade
quate measures to prevent, the

damage or destruction, by mob
 
action, 
 of U.S. property? 



9. FAA Sec.620(i). If the country 
has failed to institute the in-

vestment guaranty program for 

the specific risks of expropri-

ation, inconvertibility or con
fiscation, has the AID Adminis
trator within the past year con
sidered denying assistance to
 
such government for this reason?
 

10. FAA Sec.620(o); Fishermen's Pro-

tective Act of 1967, as amended, 
Sec. 5. If country has seized, 
or imposed any penalty or sanction 
against, any U.S. fishing activi
ties in international waters, 

a. has any deduction required
 
by the Fishermen's Protective
 
Act been made?
 

b. has complete denial of as
sistance been considered by AID
 
Administrator? 

l.. 	FAA Sec.620; FY 79 APP.Act Sec. 

603. (a) Is the government of 
the recipient country in default 
for more than six months on 
inter-ast or principal of any AID 
loan to the country? (b) Is 
country in default exceeding one 
year on interest or principal on 
U.S. loan under program for which 
App. Act appropriates funds" 

12. 	FAA Sec.620(s). If contemplated 
assistance is development loan 
or from Economic Support Fund, 
has the Administrator taken into 
account the percentage of the 
country's budget which i for 
military expenditures, the amount 
of foreign exchange spent on mili
tary eqaipment and the amount 
spent for the purchase of 
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Negotiations are on-going be
tween the U.S. and the Andean
 
Pact to permit establishment
 
of this program.
 

Bolivia has taken no such
 
actions.
 

No
 

Yes, 	as reported in annual
 
report on implementation of 
Sec.620(s). In 1978 approxi
mately 13.2% of GM budset 
was for military expenditures. 
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sophisticated weapons systems?
 
(An affirmative answer may refer 
to the record of the annual "Taking
 
into Consideration" memo: "Yes, as
 
reported in annual report on imple
mentation of Sec.620(s)". This
 
report is prepared at time of ap
proval by the Administrator of the 
Operational Year Budget and can be
 
the basis for an affirmative answer
 
during the fiscal year unless sig
nificant changes in circumstances
 
occur).
 

13. 	FAA Sec.620(t). Has the country No.
 
severed diplomatic relations with
 
the United States? If so, have
 
they been resumed and have new
 
bilateral assistance agreements
 
been negotiated and entered into
 
since such resumption?
 

14. 	FAA Sec.620(u). What is the pay- Bolivia is not in arrears.
 
ment status of the country's U.N.
 
obligations? If the country is
 
in arrears, were such arrearages
 
taken into account by the AID
 
Administrator in determining the
 
current AID Operational Year
 
Budget?
 

15. 	 FAA Sec.620A, FY 79 App. Act, No 
Sec.607. Has the country granted 
sanctuary from prosecution to any 
individual or group which has com
mitted an act of international
 
terrorism? 

16. 	 FAA Sec. 666. Does the country No 
object, on basis of race, re
ligion, national origin or sex, 
to the presence of any officer
 
or employee of the U.S. there to
 
carry out economic development
 
under FAA?
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17. FAA Sec.669, 670. Has the country, 
after August 3, 1977, delivered orreceived nuclear enrichment or re
processing equipment, materials, 
or technology, without specified. 
arrangements or safeguards? Has
it detonated a nuclear device 
after August 3, 1977, although 
not a "nuclear-weapon State" 
under the nonproliferation treaty? 

No 

B. FUNDING 
BILITY 

CRITERIA FOR COUNTRY ELIGI

1. Development Assistance Country 
Criteria 

a. FAA Sec.102(b) (). Have 
criteria been established and 
taken into account to assess com-,
mitment progress of country ineffectively involving the poor
in development, on such indexes 
as: (1) increase in agricultural
productivity through small-farm 
labor intensive agriculture,
(2) reduced infant mortality,
(3) control of population growth,
(4) equality of incoe distribu
tion, (5) reduction of unemploy
ment, and (6) increased literacy. 

Yes 

b. FAA Se.104(d)(1). If appro-
priate, is this development (in
cluding Sahel) activity designed
to build motivation for smaller 
families through modification of
economic and social conditions 
supportive of the desire for
large families in programs such 
as education in and out of school,
nutrition, disease control,
maternal and child health services,
agricultural production, rural de
velop -nt, and assistance to 
urban poor? 

Yes 
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2. Economic 
Criteria 

Support Fund Country 

a. FAA Sec.502B. Has the 
country engaged in a consistent 
pattern of gross violations of 
internationally recognized human 
rights? 

N/A 

b. FAA Sec.533(b). Will as-
sistance under the Southern 
Africa program be provided to 
Mozambique, Angola, Tanzania, or 
Zambia? If so, has President 
determined (and reported to the 
Congress) that such assistance 
will further U.S. foreign policy 
interests? 

N/A 

c. FAA Sec.609. If commodities 
are to be granted so that sale 
proceeds will accrue to the re
cipient country, have Special
Account (counterpart) arrange
ments been made? 

N/A 

d. FY 79 App.Act Sec.113. Will 
assistance be provided for the 
purpose of aiding directly the 
efforts of the government of such 
country to repress the legitimate 
rights of the population of such 
country contrary to the Universal 
Declaration of Human Rights? 

N/A 

e. FAA Sec.620B. Will security
supporting assistance be furnished 
to Argentina after September 30, 
1978? 

N/A 



ANNEX I 
Exhibit D 
Page 7 of 17
 

5C(2) - PROJECT CHECKLIST 

Listed below are statutory criteria applicable generally to projects withFAA funds and project criteria applicable to individual fund sources: De
velopment Assistance (with a subcategory for criteria applicable only to
 
loans); and Economic Support Fund. 

CROSS REFERENCES: 	 IS COUNTRY CHECKLIST UP TO DATE? 
HAS STANDARD ITEM CHECKLIST BEEN REVIEWED FOR THIS
 
PROJECT?
 

A. 	 GENERAL CRITERIA FOR PROJECT 

1. FY 79 ADD. Act 	Unnumbered; FAA 
Sec.653(b); Sec.634A. 

a. 	 Describe how Committees on An Advice of Program ChangeAppropriations of Senate and House will be prepared and sent to 
have been or will be notified con- the Congress.
 
cerning the project.
 

b. 	Is assistance within (Oper- Yes
 
ational Year Budget) country or
 
international organization al
location reported to Congress 
(or 	not more than $1 million 
over that figure)? 

2. 	FAA Sec.611(a)(l). Prior to 
obligation in excess of $100,000, 
will there be 

a. engineering, financial, and Yes 
other plans necessary to carry 
out the assistance and 

0. 	a reasonably firm estimate 
 Yes
 
of the cost to the U.S. of the
 
assistance?
 

3. 	 FAA Sec.611(a)(2). If further Ratification of project agree
legislative action is required
within recipient country, what 
is basis for reasonable expec-
tation that such action will be 

ment will follow 
signature, as in 
past agreements. 

shortly after 
all cases of 

completed in time to permit order
ly accomplishment of purpose of 
the assistance? 
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4. 	 FAA Sec.611(b); FY 79 App.Act 

Sec.lO1. 
 If for water or water-

related land resource construction, 

has project met the standards and 
criteria as per the Principles and 
Standards for Planning Water and 
Related land Resources dated 
October 25, 1973?
 

f 

5. 	 FAA Sec.611(e). If project is 
capital assistance (e.g. con
struction), and all U.S. assist
ance for it will exceed $1 million,
 
has Mission Director certified and
 
Regional Assistant Administrator
 
taken into consideration the
 
countrj's capability effectively
 
to maintain and utilize the pro
ject?
 

6. 	FAA Sec.209. Is project sus-

ceptible of execution as part of
 
regional or multilateral project?
 
If so why is project not so exe
cuted? Information and conclusion
 
whether assistance will encourage 
regional development programs. 

7. 	 FAA Sec.601(a). Information and 
conclusions whether project will 
encotrage efforts of the country 
to: (a) increase the flow of in-
ternational trade; (b) foster 
private initiative nd competi-
tion; (c) encourage development 
and use of cooperatives, credit 
unions, and savings and loan as-
sociations; (d) discourage mono-
polistic practices; (e) improve
technical efficiency of industry, 
agriculture and c erce; and (f) 
strengthen free labor unions. 

8. 	FAA Sec.601(b). Information and 
conclusion on how project will 
encourage U.S. private trade and 
investment abroad and encourage 
private U.S. participation in 

Prior to approving any water
related subproject feasibility
 
studies will be required demon
strating that standards and 
criteria have been met. 

Yes
 

No
 

Some subprojects will serve as 
demonstrations and 	will eventual
ly foster increased private sector 
initiative and cometition. Con
struction of rural economic in
frastructure (irrigation, storage, 
small-scale agro industry) will 
increase productivity of agri
culture and improve technical ef
ficiency of comerce. 

Project will have limited effect
 
in this area except for sales of 
goods and provision of services 
by private U.S. suppliers and 
contractors. 



foreign assistance programs (in
cluding use of private trade 
channels and the services of 
U.S. 	private enterprise).
 

9. 	FAA Sec.612(b); Sec.636(h). De-

scribe steps taken to assure 

that, to the maximum extent pos
sible, the country is contribut
ing local currencies to meet the 
cost of contractual and other 
services, and foreign currencies 
owned by the U.S. are utilized
 
to meet the cost of contractual
 
and other services.
 

10. 	FAA Sec.612(d). Does the U.S. 
own excess foreign currency of 
the country and, if so, what 
arrangements have been made for
 
its release?
 

11. 	 FAA Sec.6Ol(e). Will the pro-

ject utilize competitive se
lection procedures for the
 
awarding of contracts, except 
where applicable procurement 
rules allow otherwise? 

12. 	 FY 79 AmP. Act Sec.608. If 
assistance is for the pro-
duction of any commodity for 
export, is the crmondity like-
ly to be in surplus on world 
markets at the time the result
ing productive capacity becomes 
operative, and is such assist
ance 	 likely to cause sub
stantial inj'=ry to U.S. pro
ducers of the sam, similar 
or competing ccxodity? 
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Bolivia will contribute 25% of
 
project costs.
 

The U.S. does not own excess
 
foreign currency in Bolivia.
 

Yes
 

Assist4Lnce will not support 
development of cmmodities for 
export for which a surplus
 
exists on the world n.rket. 
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B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance Project 
Criteria 

a. FAA Sec. 102(b); ii1; 113, 
281a. Extent to which activity 
will (a) effectively involve the 
poor in development, by extending 
access to economy at local level, 
increasing labor-intensive pro-
duction and the use of appropriate 
technology, spreading investment 
out from cities to small towns and 
rural areas, and insuring wide 
participation of the poor in the 
benefits of development on a sus-
tained basis, using the appropri-
ate U.S. institutions; (b) help 
develop cooperatives, especially 
by technical assistance, to assist 
rural and urban poor to help them-
selves toward better life, and 
otherwise encourage democratic 
private and local governmental 
institutions; (c) support the 
self-help efforts of developing 
countries; (d) promote the par
ticipation of women in the nation
al economies of developing 
countries and the improvement
of women's status; and (e) uti
lize and encourage regional co
operation by developing countries? 

Subproject criteria require 
demonstration that activity will 
generate employment opportunities 
and/or increased income of the 
poor population, primarily in 
the rural areas. Subprojects 
must also be appropriate for this 
population. If possible, a sub
project may foster the develop
ment of cooperatives. Develop
ment of semi-autonomous regional 
institutions capable of planning 
and executing development activi
ties is an important objective 
of the Project. Participation 
of women will be encouraged and 
eligible subprojects should im
prove status of women in the 
economy. Regional cooperation 
by developing countries will not 
be required for Project imple
mentation. 

b. FAA Sec. 103, 103A. 104, 105, 
106, 107. Is assistance being
made available: (include only ap
plicable paragraph which corre
sponds to source of funds used. 
If more than one fund source is 
used for project, include relevant 
paragraph for each fund source). 

(1) (103) for agriculture, 
rural development or nutrition; if 
so, extent to which activity is 
specifically designed to increase 
productivity and income of rural 
poor; (103A) if for agricultural 
research, is full account taken 
of needs of small farmers; 

Yes, priLury focus of project is 
increased employment and income 
by supporting investment in the 
agriculture sector. 



(2) (104) for population
 
planning under sec.104(b) or
 
health under sec.104(c); if so,
 
extent to which activity empha
sizes low-cost, integrated de
livery systems for health, nu
trition and family planning for 
the poorest people, with par
ticular attention to the needs
 
of mothers and young children,
 
using paramedical and auxiliary 
medical personnel, clinics and
 
health posts, commercial dis
tribution systems and other
 
modes of community research.
 

(3) (105) for education,
 
public administration, or
 
human resources development;

if so, extent to which acti
vity strengthens nonformal
 
education, makes formal educa
tion more relevant, especially
 
for rural families and urban
 
poor, or strengthens manage
ment capability of institutions 
enabling the poor to participate 
in development; 

(4) (106) for technical as
sistance, energy, research, 
 re
construction, and selected de
velopment problems; if so, extent 
activity is: 

(i) technical cooper
ation and development, especial
ly with U.S. private and volun
tary, or regional and inter
nationlal development, organi
zations;
 

(ii)to help alleviate
 
energy problems;
 

(iii) research into, and 
evaluation of, economic develop
ment processes and techniques; 
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(iv) reconstruction after
 
natural or manmade disaster; 

(v) for special develop
ment problem, and to enable
 
proper utilization of earlier
 
U.S. infrastructure, etc., 
as
sistance;
 

(vi) for programs of
 
urban development, especially small 
labor-intensive enterprises, market
ing systems, and financial cr other 
institutions to help urban poor
 
participate in economic and social
 
development.
 

c. (107) Is appropriate effort
 
placed on use of appropriate tech
nology?
 

d. FAA Sec.llO(a). Will the re-

cipient country provide at least
 
25% of the costs of the program,
 
project, or activity with respect
 
to which the assistance is to be
 
furnished (or has the latter cost
sharing requirement been waived
 
for a 'elatively least-developed"
 
country)?
 

e. FAA Sec.ll0(b). Will grant 

capital assistance be disbursed
 
for project 
over more than 3 years?

If so, has justification satis
factory to Congress been made,
 
and efforts for other financing,
 
or is the recipient country "re
latively least developed"? 

f. FAA Sec.281(b). Describe 
extent to which program recog-
nizes the particular needs, 
desires, and capacities of the 

people of the country; utilizes 

the country's intellectual re-

sources to encourage institution-

al development; and supports 
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Yes
 

No
 

Executing agencies will be
 
decentralized public institu
tions. These institutions have 
better awareness of the needs and
 
desires of the people in their
 
respective geographic areas
 
than does the central government. 
The project will support the 



civil education and training 

in skills required for ef-

fective participation in govern
mental and political processes
 
essential to self-government.
 

g. FAA Sec.122(b). Does the 

activity give reasonable provise
 
of contributing to the develop
ment of economic resources, or
 
to the increase of productive
 
capacities and self-sustaining
 
economic growth?
 

2. 	Development Assistance Project
 
Criteria (Loans Only)
 

a. FAA Sec.122(b). Information 

and conclusion on capacity of 

the country to repay the loan, 
including reasonableness of re-
payment prospects. 


b. FAA Sec.620(d). If assist-

ance is for any productive enter-

prise which will compete in the 

U.S. with U.S. enterprise, is 
there an agreement by the re
cipient country to prevent 
exmort to the U.S. cf more than
 
20% of the enterprise's annual 
production during the life of 
the loan? 

3. 	Project Criteria Solely for 
Economic Su~oort F'und 

a. FAA Sec.531(a). Will this 
assistance support promote eco
nomic or political stability? 
To the extent possible, does it 
reflect the policy directions 
of section 102?
 

b. FAA Sec.533. Will assistance 
under this chapter be used for 
L.litary, or paramilitary acti
vities?
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strengthening of these de
centralized institutions.
 

Yes
 

AID's most concessional terms
 
apply to this loan. The Govern
ment has the capacity to repay

and the prospects for repayment
 
are 	good.
 

Project will not assist any 
productive enterprise which 
will ccmpete in the U.S. with 
U.S. enterprise.
 

N/A 



ANNEX I 
Exhibit D 
Page 14 of 17
 

5c(3) - SMkNUARD ITEM CHECKLIST 

Listed below are statut 
 r items which normally will be covered routine
ly in those provisions i an assistance agreement dealing with its implementation, or covered in the agreement by imposing limits oa certain 
uses of funds.
 

These items are arranged under the 	general headings of (A) Procurement,
(B) 	 Construction, and (C) Other Restrictions. 

A. 	Procurement
 

1. 	FAA Sec.602. Are there arrange-
 Competitive bidding will be
 
ments to permit U.S. small business utilized. 
to participate equitably in the
 
furnishing of goods and services
 
financed?
 

2. 	FAA Sec.604(a). Will all com- Yes
 
modity procurement financed be
 
from the U.S. except as other
wise determined by the President
 
or under delegation from him?
 

3. 	FAA Sec.6O4(d). If the cooper-
 Bolivia does not so discriminate.
 
ating country discriminates
 
against U.S. marine insurance 
companies, will agreement re
quire that marine insurance be
 
placed in the U.S. on com
modities financed?
 

4. 	FAA Sec.604(e). If offshore N/A

procurement of agricultural 
commodity or product is to be
 
financed, is there provision 
against such procurement when 
the 	domestic price of such com
modity is less than parity? 

5. 	 FAA Sec.608(a). Will U.S. Govern- Yes
 
ment excess personal property be
 
utilized wherever practicable in
 
lieu of the procurement of new
 
items?
 



6. 	 FAA Sec.603. (a) Compliance with 
requirement in section 901(b) of 
the Merchant Marine Act of 1936, 
as amended, that at least 50 per
 
centum of the gross tonnage of
 
commodities (computed separately 
for dry bulk carriers, dry cargo
 
liners, and tankers) financed
 
shall be transported on privately
 
owned U.S.-flag commercial vessels 
to the extent that such vesse-ls 
are available at fair and reason
able rates. 

7. 	 FAA Sec.621. If technical as-
sistance is financed, will such 

assistance be furnished to the 

fullest extent practicable as 
goods and professional and other 
services from private enterprise 
on a contract basis? If the fa
cilities of other Federal agencies

will be utilized, are they par
ticularly suitable, not competi
tive with private enterprise, and 
made available without undue in
terference with domestic programs?
 

8. 	International Air Transport. 
Fair 

Cometitive Practices Act, 1974.
 
If air transportation of persons
 
or property is financed on grant 
basis, will provision be made that
 
U.S.-flag carriers will be utilized 
to the extent such service is avail
able?
 

9. 	 FY 79 A=.Act Sec.105. Does the 
contract for procurement contain 
a provision authorizing the termi-
nation of such contract for the 
convenience of the United States? 
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Yes. This section will apply.
 

Technical assistance will be 
provided from the private
 
sector on a contract basis.
 

Yes
 

Yej. All A= direct cantzacts 
funded under the Project will 
have such a provision. 
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B. 	Construction
 

1. 	FAA Sec.6Ol(d). If a capital Project will finance only small
(e.g., construction) project, are 
 scale construction. Engineering

engineering and professional 
 services will be .rovided by
services of U.S. firms and their 
 local firms and the development

affiliates to be used to the maxi- corporations.
 
mum extent consistent with the
 
national interest?
 

2. 	 FAA Sec.611(c). If contracts for Yes 
construction are to be financed,
 
will they be let on a ccmpetitive

basis to maximum extent practicable? 

3. 	 FAA Sec.620(k). If for construc- Yes
 
tion of productive enterprise, will
 
aggregate value of assistance to
 
be furnished by the U.S. not exceed 
$100 million?
 

C. 	Other Restrictions
 

1. 	FAA Sec.122(e). If development Yes
 
loan, is interest rate at least
 
2% per annum during grace period
 
and at least 3% per annum there
after?
 

2. 	FAA Sec.301(d). If fund is N/Aes-
tablished solely by U.S. contri
butions and administered by an
 
international organization, does 
Comptrolkr General have audit 
rights?
 

. FAA Sec.620(h). Do arrangements Yes 
preclude promoting or assisting 
the 	foreign aid projects or ac
tivities of Conmnist-bloc
 
countries, contrary to the best
 
interests of the U.S.?
 

4. 	 FAA Sec.636(i). Is financing Yes 
not permitted to be used, without
 
waiver, for purchase, long-term
 
lease, or exchange of motor vehi
cle manufactured outside the U.S.,
 
or guaranty of such transaction?
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5. Will arrangements preclude 
of financing? 

use 

a. FAA Sec.lO4(f). To pay for 
performance of abortions or to 
motivate or coerce persons to 
practice abortions, to pay for 
performance of involuntary steri
lization, or to coerce or pro
vide financial incentive to any 
person tu undergo sterilization? 

Yes 

b. FAA Sec.620(g). To compensate 
owners for expropriated national
ized property? 

Yes 

c. FAA Sec.660. To i-nance 
police training or other law en
forcement assistance, except for 
narcotics programs? 

Yes 

d. FAA 
ties? 

Sec.662. For CIA activi- Yes 

e. FY 79 App. Act Sec.10h. To 
pay pensions, etc., for military
personnel? 

Yes 

f. FY 79 AP.Act Sec.106. 
pay U.S. assessments? 

To Yes 

g. FY 79 A=. Act Sec.107. To 
carry out provisions of FAA 
Sections 209(d) and 251(h)?
(Transfer of FAA funds to multi
lateral organizations for lend
ing). 

Yes 

h. FY7Z9 A. Act. Sec.IIP. To 
finance the export of nuclear 
equipment, fuel, or technology or 
to train f-reign nations in 
nuclear fieids? 

Yes 

i. FY 79 App. Act Sec.6O. To be 
used for publicity on propaganda 
purposes within U.S. not author
ized by Congress? 

Yes 
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DRAFT 

PROJECT AUTHORIZATION AND REQUEST FOR ALLOENT OF FUNDS 

Name of Country: Bolivia
Name of Project: Departmental Development Corporations
Project Number : 511-0511 

Pursuant to Part I, Chapter I, Section 103 of the Foreign Assistance Actof 1961, as amended, I hereby authorize a Loan and a Grant to the Republicof Bolivia ("Cooperating Country") of tonot exceed Ten Million FiveHundred Thousand United States Dollars ($10, 500, 000) ("Authorized Amount")to help in financing certain foreign exchange and local currency cos4 ofgoods and services required for the project described in the followijgsentence. The project will provide financial resources and technicalassistance to the Departmental Devdopment Corporations to improve their
capabilities to plan, design and implement subprojects designed to improve
the standard of living of the rural poor in the following categories:agricultural development, storage facilities, agroindustry, water controland resources, land improvement, marketing facilities, reforestation andrural electrification (the "Project"). Of the Authorized Amount, Ten
Million United States 
Dollars ($10,000,000) will be loaned to the Cooperating Country to assist in financing certain foreign exchange and localcurrency costs of goods and services required for the Project. 

I approve the total level of A.I.D. appropriated funding planned for thisProject of not to exceed Ten Million Nine Hundred Thousand United StatesDollars ($10,900,000), of which $10, 000,000 will be Loan funded and$900, 000 Grant funded, including the funding authorized above, during theperiod FY 1979 through FY 1980. I approve further increments during thatperiod of Grant funding up to $O0, 000, subject to the availability offunds in accordance with A.I.D. allotment procedures. I approve the obligation of the entire amount of the Loan and the obligation of not to exceed$500, 000 of the Grant for FY 1979 upon the signing of the Project Agreement. 

I hereby authorize the initiation of negotiation and execution of the Project Agreement by the officer to whom such authority has been delegated inaccordance with A.I.D. regulations and Delegations of Authority, subjectto the following essential terms and covenants and major conditions, together with such other terms and conditions as A.I.D. may deem appropriate-

A. interest Rate and Terms of Repayment 

The Cooperating Country shall repay the Loan to A.I.D. in United StatesDollars within forty (40) years from the date of first disbursement ofthe Ian, including a grace period of not to exceed ten (10) years.The Cooperating Country shall pay to A.I.D. in United States Dollarsinterest from the date of first disbursement of the loan at the rte 
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of (a) two percent (2%) per annum during the first ten (10) years,
(b) three percent (3%) per annum thereafter on the outstanding dis-

and 

bursed balance of the Loan and on any due and unpaid interest accrued 
thereon. 

B. Source and Origin of Goods and Services (Loan) 

Except for ocean shipping, goods and services financed by A.I.D. underthe Loan shall have their source and origin in the Cooperating Countryor in countries included in Code 941 of the A.I.D. Geographic CodeBook, except as A.I.D. may otherwise agree in writing. Ocean shippingfinanced under the Loan shall be procured only in the United States or 
in the Cooperating Country.
 

C. 
Source and Origin of Goods and Services (rant)
 

Goods and services financed by A.I.D. under the Grant shall have their source and origin in the United States or the Cooperating Country,

except as A.I.D. may otherwise agree in writing.
 

D. 
Conditions Precedent to Disbursement for Other Than Technical Assistance
 

Prior to any disoursement, or the issuance of any commitment documents
under the Project Agreement, other than to finance technical assistance,the Cooperating Country shall furnish to A.I.D., in form and substance
 
satisfactory to A.I.D.:
 

(1) A detailed implementation plan which shall include procedures for
designing, selecting, monitoring and evaluating subprojects andshall demonstrate thst procurement, arrangements for subprojects
satisfy AID procurement regulations; 

(2) A manual which establishes requirements for the preliminary subproject concept document and the feasibility studies to be carriedout for each subproject consistent with eligibility criteria; and 

(3) Evidence that a project implementation unit has been established
within the Ministry of Planning and Coordination responsible for
coordinating all Project activities. 

E. Conditions Precedent to Disbursement for Technical Assistance 

Prior to any disbursement, or the issuance of any commitment documentsunder the Project Agreement, to finance technical assistance, the Cooperating Country shall furnish o A.I.D., in form and substance satis
factory to A.I.D.:
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(1) An operational plan for the technical assistance which details 
the roles and responsibilities for personnel in the departmental
development corporations of Ia Paz and Oruro who will asserve 
counterparts to the technicians; and 

(2) 	 A detailed scope of work for each technician. 

F. 	 Conditions Precedent to Disbursement for Individual Construction 
Subproj ects 

Except as A.I.D. may otherwise agree in writing, prior to any disbur
sement, or the issuance of any conmitment documents under the Project
Agreement, to finance individual construction subprojects, the Co
operating Country shall furnish to .I.D., in form 	and substance 
satisfactory to A.I.D.:
 

(1) 	Evidence of clear title to the land upon which construction is 
to take place; and 

(2' 	 A maintenance facilitiesplan 	for the which will be constructed. 

G. 	 Special Covenants 

Except as A.I.D. may otherwise agree in writing, the Cooperating 
Country shall covenant that the current level of budget support pro
vided by the Gorvernment of Bolivia to the departmental development 
corporations of Beni and Cochabamba vill remin constant or increase 
in real terms over the life of the Project. 

Amini strator 

Date
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DESCRIPTION OF THE DEPARTMENTAL DEVELOMET CORPORATIONS 

1. Corporaci~n de Desarrollo del Noroeste (CORDENO) 

The Corporation for the Development of the Northwest was foundedin 1967 to serve the development
This 

needs of the Department of the Pando.Department is the smallest in population (34,400) and the mostisolated of the nine Bolivian Departments.
 

CORDENO has a total staff of 46, 
 less than half of that of thenext smallest DIC. Of these employees, nine are in administration,nine are technicians, and 28 are auxiliary support personnel. Thecorporation possesses capital assets worth approximately $ 331,000. 

Past projects by CORDENO include fifteen in education; ninepublic health; fourteen in the urban sector; nine in energy and 
in 

electrifiction; seven in agriculture; three in potable water systems;three industrial projects; and the establishmentTotal cost of a telephone system.of these projects (excluding industrial projects) was$b 18,213,000 or an average cost per project of US$ 15,700. A 10-yeardepartmental development plan was prepared in 1968 and a 5-year plan
in 1976.
 

CORDENO' s 
1978 budget totaled $b 75,283,000 of which 24.2 percent was budgeted for operating expenses and 75.8 per cent for investment. A per cent1 tax on imports provides 91.7 per cent of thecorporation's revenues. The remainder comes from national credit

and other sources.
 

Major developmental priorities are roads, energy, and provision

of public services.
 

CODENO is organized under a board of directors, a president,and a technical administrator with offices of planning,personnel, :oublic relations, secretary general, 
legal advisor, 

department administration, and technical and consulting councils. Under these arethree divisions: a Technical Division responsible for project planning, project execution, and maintenance; a Public Services Divisionfor electrification, potable water, and pavement of roads; aand Division of Special Projects for other activities. 

2. CorporaciSn de Desarrollo del Beni (CnMENI)
 

The Corporation for the Develoqnent 
 of the Beni was establi'hedin 1965. It serves the large cattle producing Department of theBeni with its 168,000 population. The Department previously wasnot linked with the rest of the country by road. However, in 1977 
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a trail linking the departmental capital Trinidad with La Paz was 
opened. Within the next few years all-weather roads connecting 
Trinidad to La Paz and Santa Cruz should be completed. 

The CODEBENI staff consists of 111 employees of which 54 are in 
temporary employment status. The staff are divided into 22 in ad
ministration; 28 technicians; and 61 auxiliary support personnel.
The corporation has approximately $ 228,000 invested in capital 
assets.
 

CODEBENI has implemented ten projects from 1974 to 1977. These 
include: paving of the streets in Trinidad; town electrification (2);
rice experimental work; a rice mill and storage facilities; coloniza
tion; forest inventory; town water system; brick tile factory; and 
an agricultural center. Regional studies were done in 1973 and 1975 
and a five-year plan prepared in 1976. Other studies completed in
clude: plan for a Trinidad water system; study on cattle ranching;
feasibility of a modern, refrigerated slaughter house; feasibility 
study on use of cattle by-products; feasibility of a saw mill complex; 
and plans for the Perot6 agricultural experiment station. 

The 1978 budget for CODEBENI was $b 76,231,000 of which 27.7 per
 
cent was and cent for Of
for operations 72.3 per was investment. 

the committee's total budget, 
 92.7 per cent comes from the national
 
treasury. Departmental sources, national credit, national transfers,

and other national sources provide the remainder of the budget. 

CODEBENI's majoi. development priorities are the provision of basic 
infrastructure - potable water, electricity, and street paving - and 
the development of agriculture and livestock production in the Depart
ment. Flood control is another major need for the Department. 

CODEBENI is organized under a board of directors and president

along with a legal advisor, public relations section, and secretary

general. At the operational level, the corporation is divided into
 
an administrative bureau and a technical bureau. 
 Although there is 
no planning division, the Department of Studie: and Projects considers 
all activities in relation to the diagnostic s ,rndy and the five-year
development plan for the Department. 

Development plans and activities are coordinated with national 
Ministries of Planning and Finance. Relations with other fIPs are 
institutional in nature. No joint projects are planned with other 
IfDCs. 

CODEBENI has established relations with ALCORDES (Latinamerican 
Association of Development Corporaticns); CINDER (Interamerican
Center for Regional Development); the Interamerican Planning Society;
USAID, IDB, IBRD; and the Andean Group. Projects have been carried 
out with the Chinese bilateral aid mission, FAO, and IDB. 
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The accounting and procurement systems follow those establishedby the national government. These need to be strengthened. Warehouseand storage facilities are needed. Maintenance is done at departmental
facilities. 

3. Corporaci~n de Desarrollo del Departamento de La Paz (CORDEPAZ) 

The Corporation for the Development of the La Paz Department wasestablished in 1971. La Paz Department with a 1,484,200 population
is the largest 
Bolivian department population-wise. It contains thecapital, La Paz, with its 654,713 people. The Dep .ment lies in the
Altiplano and Valley regions. 

CORDEPAZ employs a total staff of 131, of whcm 20 are in administration, 244 are technical personnel, and 87 are auxiliary supportpersonnel. The corporatiou has about $ 2,500,000 in capital assets. 

From 1973 to 1976, COPRDEPAZ participated in 25 projects involvinga total investment of $b 64,308,184. This was ccamposed of about 20per cent for roads, 47 per cent for agricultural development projects,10 per cent for industrial projects, and the rest in other activities,including a population census, ERTS-GEOBOL, joint ventures, and coal 
prospection.
 

The 1978 budget for CORDEPAZ was $b 160,672,000, of -,hich 36.8per cent was for operating expenses and 63.2 per cent was for investment. 
Sources of funding are quite diversified with 27.1 per centderived from their own sources (mainly a 0.5 per cent tax on salesof minerals and on beer); 27.6 per cent from national transfers;10.0 per cent frar. national c edit; 22.3 per cent from other nationalsources; 5.6 per cent as foreign credit; and 7.5 per cent from foreign
grants. 

CODEPAZ is governed by a president and director general under
board of directors. There 
a


is an executive coordinwt±n cu=nil ada secretary general and legal, econmic, and technical advisos.Under this management, the corporation is divided into three unitsfor: Administration, Flanning, and Itplemertaticm. 

The Planning Unit has a developed project planning Irocess.Miriztry of Finance accounting systems are used and btim al Controller's aproved systems of purchae and suu~ay. Systmas ofmaintenance and irarehousing were established in ZM. 

The Corporation published a regional diagnostic stviy and developent plan for the La Paz Department in 1975. Th.y have alsodone an identification study on agricultural and agro-industrialopportunities for northern La Paz Department and feasibility studies 
on a sugar refinery and on roads. 
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The corporation maintains close relations with the central government due to its organization as a decentralized government entity.
Contacts with other DDCs are maintained only through seminars and sporadic exchanges. The corporation has cooperated with and received
project financing from the IBRD, UNICEF, CARE, the Corpors.ci6n Andina
de Fomento, and the bilateral aid programs of Israel, Britain, Ger
many, and Switzerland.
 

4. Corporaci6n ae Desarrollo de Cochabamba (CORDECO) 

The Curporation for the Development of Cochabamba serves theheavily populated valley area of the department of Cochabamba with
its 730,400 inhabitants.
 

The corporation has a staff of 127,
employees. 24 of whom are temporary
The staff consists of 12 in administration, 45 technicians,
and 70 in auxiliary capacities. The corporation is headed by a
president and technical council under 
a board of directors. Inaddition to a secretary general, public relations man, and legalcouncil the functions of the corporation are divided into three
divisions: administration, planning, and project implementation.CORDECO has about US$ 1,200,000 in capital assets.
 

The 1978 budget for wasCORDECO $b 106,940,000. Of this total19.9 per cent was for operating costs and 80.1 per cent was for
investment. 
The national treasury provides 58.3 per cent of the
CORDECO budget. An additional 12.5 per cent comes from CORDECO'sown sources, mainly from a departmental tax on mining revenues.
National transfers provide another 10.9 per cent; national credits4.7 per cent; other national sources 8.5 per cent; and foreign
donors 5.2 per cent.
 

Coordination of development activities is done through CONE.IAI.The corporation is receiving a US$ 300,000 loan from UNICZF and aUS$ 250,000 loan from IA E (National Preinvestment Institute).They have received grants from the PL-480 "Food for Development" andhave ha.d advisors from the GAS, UN, and the Corporacion Andina de 
Famento. 

CREEC0 is preparing a regional study and regional development1 On They have prefeasibility studies completed for an irrigationproject at Misicuni; an industrial park near Cochabamba; a Cochabambabus terminal, reforestation; and tea production.
 

Priority development projects are.: an industrial park in Cochabamba; integrated rural development of the Viloma area; constructionof a bus terminal in Cochabamba; and a feasibility study of the
Misicuni irrigation project.
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5. Corporaci6n de Lesarrollo de Santa Cruz (CORDECRUZ) 

The history of CORDECRUZ goes back over thirty yearsestablished when it wasas the Public Works Committe of Santa Cruz, thus makingit the oldest of the Bolivian Departmental Development Corporations.
Santa Cruz Department, with a population of 715,000, is the secondlargest department in population and the largest in land &rea.1950 Fromto 1976 the Santa Cruz Department experienced an annual population growth of 4.21 per cent, the highest in the country.spurred by a local economy growing to 
This was

due oil exploitation and thecolonizing of open land. 
The city of Santa Cruz has become the second
 
largest in the country.
 

CORDECRUZ has a total staff of 505 more than twice the size ofthe next largest DDC. 
Twelve employees are in administration, 107
are technical personnel, and 386 are auxiliary support personnel.
The corporation possesses capital assets worth approximatelyUS$ 4,114,000 in undepreciated value.
 

In 1977 CORDECRUZ had eighteen projects under their authority.
These ranged from two in the idea stage to six under study and tenin various stages of implementation. Most projects were agriculturalor agro-industries, including production of balanced feeds, cheese,corn starch, paper, oil, tomato products, textiles, ginned cotton,improved seeds, and peanuts. Others included a regional hydrologicalstudy, a cement factory, and a brick tile factory.
 

CORDECMUz produced a Regional Diagnostic Study in 1975; a fiveyear CORPDCRUZ plan for 1977 - 1981; a five-year developct plan
for the department 1977  1981, and a two-year agricultural development plan for 1977 - 1979. The five-year plan for CMREDE ca.Jsfor a total investment over the period of US$ 276,744,Ooc. 

The 1978 bueg--t for COIEC= was $b 1,088,104,1Mc, of which28.1 per cent was for operating costs and 71.9 per cent was for
investment. Sources of funding were: 53.1 per centroyalties; 2.8 per from petraleuxcent from its omn sources; 1 per cent from othernational sources; and 43.1 per cent from foreign loans.royxlties are from an Il per cent tax on exported gas 
The petroaet
 

and oll froL the
Santa Cruz Department. A tax on indnu trial sales onand cercialsales provides the funds from the comittee's own sources. 

CCHMMz 
has 

has made heavy use of foreign credit since 1977. Itcontracted a total of eleven lowu with: M (3), Ik-m ) (2),and cmmercial banks for a total of US$ 107,643,000. Xost of thecredit haz gone for road construction equilment, cotton gins, and a 
cement factory. 
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CORDECRUZ has a board of directors and president withgeneral, a secretarylegal advisors, internal auditor, public relations office,a planning unit, and technical and advisory councils. The organization is then divided into a technical division, P development prmotion bureau, and an administrative bureau, subdivided into finance
and administration divisions.
 

CORDECRUZ maintains well developed systems of planning, accounting,and auditing. They coordinate planning with the Ministryand Coordination of Planningand the Ministry of Finance. Contacts are maintainedwith the DDCs of adjacent departments. Relations are also maintainedwith COFINSA (Corporaci~n Financiera) and the international organizations of IDB and Corporaci~n Andina de Fomento.
 

6. Corporacion de Desarrollo del Departamento de Oruro (CORDEOR) 

The Development Corporation for the Departmentdevelopment needs of the 
of Oruro serves the311,200 population of this Altiplano Department. 

Of their 1978 budget of $b 159,881,000, 54.0 peroperating costs and 46.0 per cent 
cent was for 

was for investment. The corporation's own sources provide 24.3 per cent of their budget; nationaltransfers (from mining royalties) 52.3 per cent; and other nationalsources, other than the national treasury or credit, the remaining
23.4 per cent.
 

As one of Bolivia's principle mining areas, the focuL of CORDEOR'sprogram has gravitated toward the urban sector. The agriculture sectorreceived only about 1 per cent of the total 1978 investment budgetthe majority going with 
to urban and industrial projects.
 

Detailed information regarding CORDEOR's 
 administrative structureand operational procedures were not available at the time of the PP
preparation. 

7. Corporaci~n de Desarrnlo de Potosf (CORDEPO) 

The Departmental Corporation for Development of Potosi wasestablished in 1968. It serves this mainly Altiplano Department
with its population of 658,700.
 

C0EDEPO has a total staff of 148, including administrativetechnical, and support personnel. The cor-ittee is headed by
president &
and board of directors assisted by executive and consultative councils and a legal advisor. The committee is dividedfour directorates. The Directorate of Administration and 
into 

Financeand the Secretary General function at the administrative level. TheofDirectorate i'rogram and Project Implementation and the Directorateof lAnning are at the operational level. Planning is divided into 
the departments of Programs and Evaluations, Projects, Naturaland 
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Resources. The Program and Project Implementation Directorate is
 
divided into departments of Infrastructure and Agriculture.
 

The committee possesses adequate varehouse facilities under good
control and has a maintenance and repair yard. It has approximately 
US$ 771,000 in capital assets. 

The 1978 budget for CORDEPO was $b 232,502,000 of which 44.6 per
cent was for operating costs and 55.4 per cent was for investment,

National transfers, resulting mainly from a tax on mining produce,
yielded 67.3 per cent of the CORDEPO budget. Other national sources,
the committee's own sources, and national credit accounted for 31.4
 
per cent of the budget. Foreign donors and the committee's own
 
resources yielded 1.2 per cent.
 

The corporation's development pri rities in order of importance
 
are agriculture, tourism, and infrastructure (mainly roads).
 

CORDFR.O has a developed planning process. The corporation's
 
projects and development plan are coordinated with the central
 
government through the Ministry of Planning and Coordination. They

also maintain relations with the Ministry of Finance.
 

The corporation technical from thereceived foreign assistance 

UN in preparing a regional diagnostic study in 1975. A 1976 study

by a German consulting firm rer .ewed mining research 
areas. 

8. Corporaci6n de Desarrollo de Chuquisaca (CORDECH) 

The Departmental Corporation for Development of Chuquisaca was
formed in 1967. Its purpose is to foster developent in this pre
dominantly valley region department of 357,200 population. 

The staff of CORDECH consists of 202 persons, of which 46 are 
temporary employees. Twenty-one employees are in administration,
69 are technicians, and 112 are auxiliary support personnel. The
cmmittee possesses apprmximately US$ 1,962,000 worth of capital 
assets. 

COBDECi, as most DCs:,is organized under a president and board 
of directors with a secretary general, a public relations of-ice amd 
a legra advisor. Below the president is a Technical Division chief 
with a Technical Council, an office of otrimn, and superviionl of
the three divisions of the corporation: Administration, Planning, 
and Projects. 

The 1978 CORDECH budget was $b 124,524,000 of which 22.7 per 
cent was for operations aud 77.3 per cent was for investment. 
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Sources of revenue were the corporation's own resources 12.4 per cent;national transfers 29.4 per cent (from mineral royalties); other
national sources, excluding national credit and the national treasury,
31.6 per cent; foreign credit 11.3 per cent; and foreign donors 15.3
 
per cent.
 

CORDECH uses a mechanized budgeting and accounting system
provides necessary information 
that
 

in a timely fashion. They have twewarehouses and a maintenance 
0 yard. Their office building is rented. 

CORDECH has been active in projects and studies since 1973. From1973 to 1976 they eng-ged in 39 activities. A majority of these were
urban development and/or tourism-related projects.
 

Development priorities for the department are stated to be agricultural projects, industrial projects, 
 especially agro-industries,

and infrastructure, mainly roads.
 

CORDECH produced a regional social and economic diagnostic study
in 1975 and a five-year operating plan for 1976-1980. A seriessub-regional socio-economic studies are being 
of 

done for various provinces.Planning is coordinated with the Ministry of Planning. 

The corporation maintains relations with the Ministries of Finance,of Urbanism and Housing, and of Campesino Affairs and Agriculture.ConTact with other DDCs is limited although expanding; relations are,however, maintained with IDB, OAS, IBRD, CARE, and the Canadian bila
teral aid program (CIDA).
 

9. Corporaci6n de Desarrolio de Tarija (CODETAR) 

Established in 1971, the Corporation for the Development of Tarijais charged with the development of the southern most department inBolivia which is comprised of high and low valleys and the semi-aridChaco area. The population of the department is 189,000. 

CODETAR has a president and general manager serving under a tenperson Board of Directors. The Board serves an important role inpolicy development and maki decisions regarding the compositionof the annuxl operating plan. The Corporation has a staff of 174 ofvhich 52 are professionals. The professional staff is one of themst complete planning staffs of all the DDCs. As with otherporations, CCCEA corhas ccmpleted a diagnostic study of the departmentand have also prepared a five-year development plan for the department. 

The 1978 budget for CODETAR was $b 103,991,000 of which 15.6 percent wvs the operating budget and 84.4 per cent the investment budget. 
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The primary focus of its investment activities is the agriculture
sector, including agro-industry. Provision of basic infrastructure 
(primarily roads) is the second priority of the corporation. Sources 
of funds for CODETAR's budget included: its own resources (11.9 per
cent), national credit (34.1 per cent), mineral royalties (15.7 per
cent), other national sources (1.8 per cent), aud foreign sources 
(36.5 per cent).
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Proposed Scopes of Work for Long-Term Technicians 

Grant funds will finance four long-term technicians for a total ofseven-work years. The technicians will include two regional plannersfor two work-years each, a public administration/systems analyst fortwo-work years, and an expert in public enterprise management for one
work-year. 

1. Regional Planners
 

Two regional planners will be contracted to work with the development corporations in La Paz and Oruro (one in each location). Theywill provide services similar to those provided by the regional planners contracted under the Rural Development Planning Project. Aprimary objective will be to assist the corporations in improving theirplanning techniques and, based upon the improved planning, the identification of program priorities designed to achieve medium- to longrange objectives established by the plans.
 

The advisors will have advanced degrees in regional planning or
a clo-#.Ly related field and will have a minimum of three to five
years of experience in designing and implementing data gathering
systems for regional planning. Fluency in Spanish will also be
 
required.
 

Each advisor will be assigned to work with the planning and projects offices of the respective corporations and will provide assist
ance in the following areas:
 

a. 
Preparation of guidelines and methodologies for the formulation

of departmental plans; 

b. Development of a system for the identification, develoment,
 
implementation and evaluation 
of projects

c. Improving methodologies for project identification and design; 

d. Identification of bottlenecks in project ivpleentation anddesigning project monitoring system to reduce bottlenecks; 

e. 
Designing a system of quantitative and qualitative socioeconomic indicators that will permit continual evaluation of depart
mental plans and projects; and 

f. Assisting in the preparation of the department annual operat
ing plan.
 

http:clo-#.Ly
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Because the activities of these advisors correspond to those of

the planners provided in the Rural Development Planning Project,

general coordination meetings will be 
held to assure maximum impact
of the overall effort to aisist the development corporations improve

their planning capabilities.
 

2. Public Administration Advisor 

One advisor will be contracted to work with both the La Paz and

Oruro corporations (CORDEPAZ and CORDEOR, 
 respectively). Over the
 
two-year period, 
 it is expected that the advisor's time will be
divided into six-month segments: six months initially in La Paz to
review the overall administrative mechanism make
and recommendations;
six months in Oruro performing the same functions; six months back
in La Paz to evaluate the progress of the corporation and make what
ever additional recommendations are appropriate; 
 and the final six
months in Oruro in the same capacity. 

The advisor will have an advriced degree in public administration,

including some background in the fi.nancial management of public corporations. 
A minimum three to five years of experience will be required

in working with public sector institutions in develc.pyent countries.

Experience in would FluencyLatin America be useful. in Spanish will 
be required.
 

The advisor will work primarily with the administrative offices

in each corporation, providing assistance in the following areas:
 

a. Analyzing prevailing internal project management systems and
making recommendations to increase effective efficientand corporation
 
administrat ion;
 

b. Reviewing and recomending changes in existing management
reporting and communication systems; 

c. Analyzing the administrative organization and methods of the
corporations and making suitable recommendations; and 

d. Reviewing the structure and of thefunctioning corporations'
system of financial management (including budgeting) and rec,-ending
changes designed to improve the system. 

3. Specialist in Public Enternrise Management 

The need for this advisor has been particularly stressed byCORDEOR. As sectorpublic institutions, the responsibility of the
corporations often goes beyond investing in economic and social 
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development activities and includes the management of infrastructureprovided through their investment activities. For example, in Orro,a brick factory constructed by the cor-,oration is also operated andmanaged by the corporation. Most other departments are subject to the same experience. In recognition of this situation, a number of corporations have established specific offices within their administra
tive structure which are responsible for the management of the corporation-owned enterprises. 
 In addition to Oruro, the corporations
in Santa Cruz, Pando and Beni have established this type of office

within their administrative structure.
 

In Oruro, the problem faced by the corporation is one of lack of
experience and knowledge in public enterprise management. In respome
to this problem identified by CORDEOR, the Project proposes to finance
 one year of technical services specifically to work with the public
enterprise management office. 
Assistance will be provided in:
 

a. 
Designing an appropriate administrative system for the effi
cient management of the corporation's enterprises;
 

b. Developing guidance manuals for technical staff; 
and
 

c. 
Developing improved techniques and methodologies for the
 
administration/management of the corporation's enterprises.
 

One year of this assistance is expected to be sufficient -oestablish sound administrative practices within CCRDEOR for the
operations of its enterprises. 
Since a number of other corporations
now include a similar administrative office, this advisor may bereauested to make peziodic visits to those corporations and providesi-milir assistance. In this regard, the manuals to be developedwould be useful not only for CORDEOR but for other corporations as 
well.
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D3MMD FOR PROJECT Fi'DS 

Summary Listing of Potential Subprojects 

I. Pando 

-	 Small-scale Agroindustry (primarily

rubber and Brazil nut processing) 
 $ 100- Potable Water (rural areas) 


- Potable Water (Cobija) 
189
 
113 

- Electrification (rural areas) 
 50
 

Sub-Total $ 452 

II. Beni
 

- land Improvement 	 $ 190 
-
Improved Vegetable Production 

- Improved Rice Production/Dairy Feed 

15
 
285
 

- San Carlitos Livestock Center
 

- Pig Production 

120
- Sheep Production 

60
 

- Dairy Production 
80 

- Rice Silo 
- Rural Electrification (18 projects) 

50 
61r 

3ub-Total 
 $ 1,415 

III. La Paz 

- Potato Silos (over 5 years) 
 $ 1,000- Cattle Improvement 
135- Apple Production 

25 
- Grape Production 

150 
- Poultry Production 

50- Coffee Production 

50
- Reforestation 

100 

Sub-Total $ 1,510 
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IV. Oruro 

- Quinua Production/Indiistrialization 4 100- Dairy Cattle Improvement 

- Small-scale Irrigation 200 

100- Reforestation 
- Potable Water (rural areas) 

50 
- Electrification (rural areas) 

75 
150 

Sub-Total $ 675 

V. Cochabamba 

- Tarhui Production 
$ 100-
Banana and Yuca Production/Industrialization 

- Vegetable Drying Plant 700 

- 635Piretro Production 
- Small-scale Irrigation (6 sites) 

100 
1,000
 

- Reforestation 
 500
 

Sub-Total $ 3,035 

VI. Santa Cruz 

- Dairy Production 

- Grain Dryer 
 $ 800 
- Area Specific Ag Development 500
 

2,4 oO
(Improve production of fruits, rice, coffee 
and cattle, over year6 period)

-
Potable Water (29 projects , 
 1,200
- Wells (30 projects) 

- Electrification (19 projects) 255
 

1.700 

Sub- Total $6,855 

VII. Chuquisaca
 

- Improved Sheep Production 
 $ 200 - Improved Poultry Production 
- Fruit Production0Industrializati0n 

500
- Apple Production 
100- Reforestation 
200
 

Sub-Total 4 1,100 
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VIII. Tarija 

- Fruit Production - Storage Facilities '2 corn silos) 
- Land Improvement 
- Irrigation Improvement 
- Potable Water System 

- Wells (10 projects) 

$ 4oo 
470 
65 
25 
2 

Sub-Total $ 1,145 

IX. Potosi 

- Small-scale Irrigation 
- Trout Production 
Sheep Improvement 

- Fruit Production 
- Reforestation 
- Potable Water 
- Electrification (4 projects) 

$ 205 
100 
35 
50 
50 

500 
150 

Sub-Total $ 1,090 

TOTAL DEM@M $ 17,277 
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SAMPLE SUB-PROJECT ECONC(RIC ANALYSIS 

I* PRE-ESIBILITY STUDY: VEGETABLE COLLECTION CENTER, VILaKA RIVER
VALLEY, DEPARTMENT OF COCHABAMBA 

A. Brief Project Description
 

The project will finance a marketing and collectionimprove the marketing center toof two principal cash crops -- carrotsonions -- andgrown in the micro-region of the Viloma River Valley,
located in the Province of %tUlacolloin the east-centralof the Department portionof Cochabamta. Financing
the construction, would be provided forequipping,, maintenance 
center which and working capital for awould have an installed capacity of handlingtons of produce 32.9 metrica day (1.6 MT carrots, 21.3 MT onions). The following processes are incorporated into plant design: 

- reception of produce
 
- preliminary cleaning and sorting
 
- washing
 
- sorting and classifying
 

uniform packaging for market 
- weighing 
- shipment of produce to market 

The center is designed to wo.'k at apprcximately 20 per cent
of installed capacity during the first yearcent of operatioas; 50during the second year; and per
90 per centpoint would be 

at year three. At thisit capable of handling the entire marketable productionof the micro-region, as well as some of the surlus production framneighboring areas. 

Total project costs are estimated at $b 5,206,304 (Us$26o,31j5 ),of which $b 3,109,271 (6o%) correspond to fixed assets and $b 2,097,033
(40%) to working capital. 

B. Project Purose and Rationale 

The purpose is to decrease small farmers'ccmzercial intermediaries dependence on 
to favor 

for the sale of their produce, as well asconsumers by offering a high ,r guality product at a lower
cost. 

Carrots and cnions are the micro-region's principalcrops; cashother major crops, such as corn, potatoes and grainsprincipally for home are grownconsumption, whereas 87per cent of carrots and97 per cent of the onions produced in the micro-region are destinedfor market.
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The following table shows actual produc'tion data for carrotsand 	 onions (based on 1978 data) as well as anticipated production
for the year 1983 -- a low estimate 
based on cirrent irrigationpractices and a high estimate which considers increased production
from planned investment in irrigation. Marketa1,1Zc surplus is also 
estimated. 

PRESENT AND PROJECTED PRODUCTION OF
" ROTS AND ONIONS: VILOMA RIVER VALLEY 

(Figure; in Metric Tons) 

Carrots Onions 

1. 	1978 Production 
 1,363 2,183
 
--Marketable Surplus 
 1,186 2,118
 

2. 	1983 Production 1$563 2,614

(Without Irrigation)
 
-.-
Marketable Surplus 
 1,360 2,536
 

3. 	1983 ?roduction 
 2,748 5,089

(With New Irrigation)
 
-- Marketable Surplus 2,39). 4,937
 

At the present time, area producers receiira $b 1.71/kg
carrots and 	 -or
$b 1. 8 9/kg for onions; intermediaries then sell towholesalers and retailers in Cochabamba, La Paz, Oruro and Santa
Cruz. Average prices for carrots in these markets range from aof $b 4.50/kg in Cochabamba to a high of $b 7.00 in Santa Cruz, 

low
 

representing marketing margins 
 of up to 76 per cent. In the caseof onions, the market range is from $b 4.80 to $b 6, representing
marketing margins of up to 69 per cent.
 

When the marketing and collection center is in operation,it is expected that producers will receive $b 2.00/kg for carrots(in 	 constant terms) and Sb 2.70/kg for onioas. Table II.D.1 usesprojected production figures for 	1983, both without and with improvements in irrigation, nd shows the incremental value which will accrue to producers as a result of the project. 

Total incremental value is apprrd=mate1y 35 per cent atlevel of the producer, utilizing services 	
the 

of the marketing center.This would imply not only increased family incomes, but 	also an
incentive to increase productivity. 
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INCREMENTAL VALUE OF PRODUCTION WITH MARKETING AND COLLECTION CENTER: 19B3 

Carrots 
Onions 

Marketable 

ar lsSurplus 

Value of Value ofVProduction Production 
Wouctin itWithout With 

((b) (t) 
CneCtr($b) 

Incremental 

Value to
Farmers 

($b) 

(b) 

Marketable 
Surplus 
(HT) 

Value of 
Production 
Without 
Center 

($b 

Value of 
Production

With 
Center 

b) 

Icreental
Valers 

(b) 

Without irrigationImprovement 1,360 2,325,000 2,720,000 395,000 2,536 4,793,000 6,847,000 2,054,000 

With irrigationimprovement 2,391 4,088,000 4,782,000 694,0OO 4,937 9,330,000 13,329,000 3,999,000 

Total Incremental Value to Region Without Irrigation: 
 $b 2,449,000 (34%)
Total Incremental Value to Region With Irrigation: 
 $b 4,693,000 (35%)
 

$b 20 - US$ 1 



ANNEX IX 

Ex12bit D 
C. Prolect Beneficiaries Page 4 of 15 

The micro-region
families contains 14 ccmmunities, with(or approximately 4,335 a total of 867
assuming 1.53 per 

individuals); by the year 1983,a cent increase as measured 
census, in the latest populationthe population will be 5582. 

Economic activity is almost exclusivelyOf a total land extension small agriculture.of 2598 hectares, 1955 areduction and 324 hectares in pasture land. 
in cro- -ro-

Total land undej oductionper family averages 2.6 hectares.
 

In addition, up to 200 small-farm familiesareas will benefit through the 
in neighboring

utilization of the marketingA total of approximately 6,500 center.individuals will thus benefitresult of the project. 
as a 

D. Financial Analysis 

In order to determine the financial feasibility of the
marketing and collection center, the following factors were considered: 

1. Annual Operating Costs
 

a. Purchase of marketable surplus from farmers 
b.Packagng
c. Salaries 

and labor force
of administrative 

d. Transportation costs 
e. Fnergy requirements
f. Maintenance and repairsg- Depreciation and amortization of fixed assetsh. General administrative costs 
i. Sales costs 
j. Sales commissions 

2. Fixed Assets 

a. Value of Land 
b. Civil Works
 
c. Equipent
d. Office supplies and furniture 

3. Projected Income fi- Sales 
Using the above factors,for a a cash flow projectionten-year period was constructed(see Table II-D-2).Year Prior to the Year A correspondsconstruction, to theand penditurebility studies. Year 0 is 

are fo final feasithe year of actual construction, ad the 
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center will begin operations in year 1. During the first two yearsof operation, the 	center will show net losses, but once the center
reaches 	 90 per cent of installed capacity, in year 3 of its opera
tions the cash flow becomes positive.
 

Table II-D-2 indicates an Internal Rate of Return of 16.95 per 	cent, with a benefit/cost ratio of 1.16 and a net present valueof $b 461,000 at a 15 per cent discount rate. Given the current

commercial bank bystem interest rates of 12 per cent, the investment 
is financially feasible. 

In order to determine the project's ability to withstand
unforeseen market variations, sensitivity analysis performed,
was 

changing key variables:
 

-
 With a 10 per cent increase in prices to farmers, cash

flow is negative; the same is true with a 10 per cent reduction in
 
prices to consumers.
 

- With a 10 per cent decrease in prices to farmers, the

IPR 	is raised to 46.9 per cent.
 

E. 	Economic Analysis
 

To determine the economic benefits of the project,
benefits to the producers and consumers were added to the net 

the
financial cash flow (line 5.4 of Table II-D-2). These benefits Include: 

-	 The increased income to famers as a 	result of lowering
of intermediaries' margins. 

- An estimated 10 per cent reduction in the price of carrotsand 	onions to the final consumer as a result of direct sales by the 
marketing center. 

Table 11-D-3 shows the modified cash flow, including socialbenefits, over a ten-year period, Lad indicates an internal econ-oic 
rate of return of 79.3 per cent. 

F. 	 Erected TmPsct of PrOject 

The project will have the following impacts on the ec cW 
of 	the micro-region: 

- Farmers will have a higher degree of security in the 
sale of their production. 
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- Farmers will receive a higher -mlue added for their production. 

- Farmers will have incentives to increase productivity. 

- Consumers will receive a higher quality product for less 
money. 

-
increased 

Less spoilage during the marketing process 
food supply in local markets. 

will result in 

- Possible industrialization of by-products in future. 

G. Conclusions
 

The proposed project has a high beneficial on target groupfarmers, will provide incentives to increase production as well asimprove family income positions, and is both financially and 
economically feasible.
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1. Ikrketable 

- 0 1 2 3 4 5 6 7 9 
upu 

1.1 Oon 

1.P Carrots 

1.3 Total 

1283 

691 

1974 

3208 

1728 

4936 

5774 

3110 

888m 

5774 

3110 

88 

5774 

3110 

888 

5774 

3110 

8 

5774 

3110 

88. 

54 

3110 

5774 

310 

68 

3110 

80 

2. =F.,t .tst 1.08 2478 376 559 
2.2 Working Capital 560 658 879 
2.3 Total .08 2478 560 658 879 376 558 
3. Coats (I S, 00)3.1 0eratng Coate 

3.2 Adinistrattca Costa 

3.3 ales Coats 
3.4 Total Coats 

611 

409 

256 

8076 

14283 

409 

3003 

17695 

24779 

5319 

30537 

21779 

109 

5349 

30537 

24779 

1.09 

5319 

30537 

24779 

109 

5319 
30537 

24779 

409 

5319 

30537 

24779 

1.0 

5349 

30537 

24779 

409 

5349 

30537 

24779 

'to 

5319 
30537 

k. Inr--e (In Sb000)4.1 Sales 

4.2 Selvage Value 

4.3 Recuperation of Working Capital 

7172 17918 32007 32007 32007 

38 

32007 32007 32007 

56 
32007 32007 

1582 

h.4 Total Icmne 7172 17918 32007 32007 3205 32007 32007 32063 32007 

09 

35686 
5.1 Total Ilec (1..1 

5.2 lees Total Investment 

5.3 Lmes Total Coats (3.1) 

5. not Cash Flow 

6. 
6. 2et praaentValue 
6.1.1 Discmmt Factor 
6.1.2 Present Value 

6.1.3 WlY 
6.1.4 R B/C 

(2.3) (408) 

(.08) 

1.1500 
(469) 

461 
1.16 

(2478) 

(2478) 

1.0000 
(2478) 

7172 

(560) 

(8076) 

(46) 

0.8696 
(14273) 

17918 

(658) 

(27695) 

(405) 

0.7561 
306 

3200 

(879) 

(30537) 

591 

0.6575 
389 

3207 

(30537) 

1470 

0.5718 
640 

32045 

(376) 

(30537) 

1132 

0.4972 
563 

32007 

(30537) 

1170 

0.4323 
635 

32007 

(30537) 

1470 

0.3759 
553 

3203 

(056) 

(30537) 

968 

0.3269 
316 

32007 

(30537) 

A170 

0.2843 
18 

35686 

(30537) 

5149 

0.2472 
273 

6.2.1 
6.2.2 

6.2.3 

Discount Factor 
Present Value 

1.2000 
4901 
M(1 

1.000 
(2478) 

0.8333 
(12o) 

0.6944 

(281) 
0.5787 

31 

o.4823 

70 

0.4019 

455 

0.3449 

9 
0.2791 

40 

0.2326 

5 

0.938 

25 

o.1615 

83 

U] - 36.95 5 f/C m1.16 Net Present Value (MN ) (55%) - V d.6,O0 
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-1 0 1 

ECONOMIC CASH FLOW 
YEAR 

2 3 4 5 6 7 6 9 10 
1. Net Cash

Flow (4O8) (2.478) (1.464) (4O5) 591 1.470 1.132 1.470 1.470 968 1.470 5.140 

2. BenefitsProducer to 521 1.303 2.345 2.345 2.345 2.345 2.345 2.345 2.345 2.345 

3. BenefitsConsumer to 797 1.994 3.556 3.556 3.556 3.556 3.556 3.556 3.556 3.556 
4. Net SocialCash flow (408) (2.478) (146) 2.892 6.492 5.261 7.033 7.371 7.371 6.869 7.371 11.050 

5. Net Present 
Value 

5.1 At 75% 
5.1.1 DiscountFactor 1.75 

5.1.2 PresentValue (714) 

5.1.3 Net Present 
Value 438 

1 

(2.478) 

0.5714 

(83) 

0.3265 

944 

o.1866 0.1066 

1.211 561 

0.0609 

428 

0.0348 

256 

0.0198 

146 

0.0113 0.0065 

78 48 

0.0037 

41 

5.2 At 80% 
5.2.1 DiscountFactor 1.80 

5.2.2 Present 
Value (864) 

5.2.3 Net Present 
Value -78 

1 

(2.478) 

0.5555 

(81) 

0.3086 

893 

O.1715 0.0952 

1,113 500 

0.0529 

372 

0.0294 

217 

0.0163 

120 

0.0090 0.005 

62 37 

0.0028 

31 

IRR = 79.3% 
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I. FEASIBILITY STUDY: SHEEP IfROVEMNT AND PRODUCTION CENTER,"COREALON MAU1 )" PROVINCE OF AZURDUY, DEPARTM OF CHUQUISACA 

A. Brief Prolect Description 

The project consists of one principal activity, increasingand improving the production of sheep within the zone of influence ofthe center, and two complementary activities: pasture improvement andthe introduction of new technologies in the processing and marketing
of wool. The project is being considered by the GOBject for possible replication in up to 
as a pilot pro

six other areas of the Bolivianhighlands.
 

1. Center Activity 

The project will finance infrastructureinstall a qnd equipment tomodel sheep raising facility inprovince. In addition, the project 
a highland area of the 

contemplates importing 2,500pedigreed lambs and 83 sheep, of high genetic quality, and over thelife of the project maintaining a constant population of 4,500 lambs
and 150 sheep. The center will conduct experimentsgenetic in high altitudeimprovement of local stocks, improved feeding methodspasture control. In addition, and
it will establish strict veterinarycontrols over stocks thein area and instruct campesino familiesnew methods inof stock selection, breeding and pasturecontrol. and healthThe goal of the center will be the production,to small farmers in the area, 

for sale 
lambs per year, 

of 1,500 pure-bred genetically improvedand 1,100 sheep. Prices -ill be lower than market
prices in order to facilitate their purchase 
 by low-incme families. 

In addition, 

tons of high-grade 

the center will produce an estimated 16C
wool fiber per year; this will be sold to supportthe operations of the center. 

2. PastureImprovement 

Complementary to the principal activities of the centeris a program to improve pastures in the area. 
 Three activities are

planned: 

a. Construction of protective fencingto develop h -resisece/ - itive value 
an sml p~rcels,native Pst . 

b. Cc.lecting of natural pastures from valley areas totest their resistence on hillsides, which have experienced severeerosion due to over-cultivtion. 

c. Introduction of improved pastures, both from otherareas within Bolivia as well as other countries. 
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3. 	 Wool Processing and Marketing
 

A second complementary program 
 involves research onimproving techniques in cleaning, classification and marketingwool. Technical advisors working 	
of 

at 	the center will give assistance 
to 	farmer organization in the area. 

Total project costs are estimated at $b 12,097,106
(US$ 604,855); of this $b 10,293,995 (92%) 
 will be used for financingfixed assets and $b 1,803,111 for working capital. Investment is
scheduled to 	take place over a two-year period. 

B. Project Purpose and Rationale 

The purpose of the project is to increase and improve uponthe production of sheep, both for meat and wool purposes, in the areacircumscribed by the Province of Azurduy. At 	present, an estimated
5,400 small farm families are raising approximately 44,900 sheep in
order to supplement 
 their incomes from crop production and provide a
protein supplement to their dIet.
 

Typically sheep the area
in are currently grazed naturalon 
pastures, with little or no control against disease. Given thedepleted nature of the pastures, combined with a high incidence ofdisease and a progressive lowering of 	genetic qualities as a resultof 	in-breeding, productivity is extremely law. The 	 following charac
teristics are prevalent in the area: 

- The majority of 	 stocks are "raza criolla," the result ofa progressive degeneration of two Iberian races imported into Bolivia
 
same two centuries ago.
 

- Weight is generally well below national averages; averageweight in the area is seven to eleven kilos of met, barley enough
to meet home consumption needs. 

-	 The "spinning count" which measures fiber fineness isconsiderably below acceptable norms, ranging between 4 4s and 4 6swhereas normal fineness for processing should be between 54s and 56s. 

- Approximately one and one half pounds of wool per yearper adult animal is normal in the area, caepared to a national 
ave=age of between four and six. 

- Incidence of parasites and infectuous diseases is ex
trmely high. 

- Selective breeding is not practiced. 
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- Marketing is carried out oporadically whenneeds the familyready cash instead of on a basis to control herd population;sheep have been likened to a "savings account" in the area. 
- Cultural practices rhibit modernhygenic corral techniques,contro . weaning at appropriate ages, etc. -- all of whichcontribute to low productivity. 

production 
The project will attempt to rationalize and modernizein an sheepeffort to increase productivity and raiseprotein familyand income intakes. Specific objectives include: 
-
 Promotion of sheep production in high altitude zones.
 

- Improvement of yields and quality of wool through the
introduction 
of new breeds. 

- Improved genetic quality through cross-breeding"fcriolla" stock with ofimported breeds.
 

- Increased family incomes 
 through efficient and plannedproduction.
 
It is expected that up 
to 5,000 small farm families will


benefit from the program 
 (25,000 individals). 

C. Project Beneficiaries
 

The total population of the province of Azurdmyestimated in 1979 isat 30,400 inhabitants, comprising an estimated 6,080families. The area is almost ecluively dedicated to sma.l farmagricultire, 
tubers 

with principal production in corn, potatoes, grains and
-- and an estimated 70 
 - 80% of production is destined forhome consumption.
 

The majorit, of farmers
supplement family diets and income. 
also raise small livestock to
 

carried out on a 
In the case of sheep, this is
very small scale; whereas the national average ofsheep per farm family is about 25, it is less than ten inarea. This reflects the Azurdmytwo basic area-wide coaditions:poverty of the (1) the reiLaivearea in comparison to other agriculturalcountry- and (2) areas i= thethe low quality of pasture leazi,grazing and wlch, due to overpoor range management, can support a daling nmber ofanimals per year.
 

"Minifuadismo" characterizes the majority of farmwith family farms areas,averaging less than fivequently only hectares, of Wich freone or two areappropriate for crop cultiratio-. Most 
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of the land is rain fed, and cultural practices with regard to crop
cultivation are relatively primitive, i.e., less than adequate
application of fertilizers and pesticides, low incidence of crop

rotation, etc.
 

D. Financial Analysis
 

Both investment costs and working capital requirements have
been fully justified in the feasibility study, and projections of
yearly income from the sale of lambs and sheep to farm famiLies and
wool and manure on local markets are based on low estimates, so any
error in cash flow projections are likely to be on the lw side. 

Financial analysis has used a fifteen year time horizon tocalculate financial feasibility. Table II-D-4 gives a projected
profit and loss balance sheet, based on annual expenditures and

income. Table II-D- 5 demonstrates the net cash 
flow including
investment costs. Based on this cash flow, the following financial
 
information was obtained:
 

- Internal Rate of Return (IRR): 18.9% 
- Benefit/Cost ratio (at 12%) 
: 1.27:1
 
- Net Present Value (at 12%) 
 : $b 5,168,977
 

Ii order to test financial feasibility under varying conditioas, sensitivity analysis was performed on critical variables,
 
with the following results: 

- 10%reduction in income led to an U of 15.7% 
- 10%increase in income led to an MR of 21.8% 
- 10%increase in costs 1hEled to an of 15.9% 

E. Economic Analysis 

The feasibility did not atteut to calculate the socialbenefits resulting to small farmers %s a result of improved incomes,stating that "given the complexity inherent in the process of social
evaluation 
and the scarcity of informatioan, i.e., the MPC does notpossess information on shadow values and prices of productive factorsat regional leve2s" such a calculation would be fruitless. 

Given the positive financial IhEs, however, and assuming
thaLt even as few as 10 per cent of area farmers currently raisingsheep actively participate in the project, buying the new genetically
superior breed and thereby upgrading their own stocks, it is obviousthat the project would have a positive economic impact and could be 
Justified on societal terms. 
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In addLition to the positive impact on target group small 
farmers, the project will have the following economic impact:
 

- Increase in food production, thereby impacting positivelyboth on nutritional levels in the target area as well as on overall 
GOB balance of payments. 

- Increased sale of wool fiber will have a positive impact 
on generation of foreign exchange.
 

F. Conclusions
 

The proposed project impacts favorably upon production

levels in a marginal agricultural area, will have a positive income
and consumption impact on the rural poor, and is financially and
econoically feasible. 
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PROJECTE PROFIT AND LOSS STATMET 
(In $b 000) 

YEAR 
2 3 4 . 6 7 8 9 10 

Salaries 207.1432 674,928 
 674,928 674,928 
 674,928 674,928 674,928 
 674,928 674,928 674,928 674,928 674,928 
 674,928 674,928
Feed Program 674,928 674,928249,681 213,634 277,798 337,2f8 
 383,667 415,011 353,154 
 396,442 396,442 
 596,442 596,442 
 596,442 596,442 596,442 
 596,i.!:
 
Veterinary

likcine 61,811 68,661 83,564 95,1t49 107,658 115,188 101,145 
 110,856 110,856 110,856 
 110,856 110,856 
 110,856 110,856 
 Uo,856
 
Crops 71,520 97,675 127.620 127,620 
 44,070 11,400 11,400 11,400 11,400 11,400 11,400 11,400
Maintenance 11,400 11,400 n1,4oo 11,1oo7,204 39,586 39,586 39,586 
 39,586 39,586 39,586 
 39,586 39,586 
 39,586 39,586 39,586 
 39,586 39,586
Other Costs 39,586 39,58631,000 31,000 31,000 31,000 31,000 31,000 31,000 31,000 31,000 31,000 31,000 31,000 31,000 31,000 31,000Contingencies 31,0005,126 22,014 22,046 25,986 
 25,383 26,686 28,629 
 24,835 27,485 27,485 27,485 27,485 
 2T,485 27,485
Total Cost 322,282 1,176,695 1,177,475 1,260,482 

27,485 27,43
1,247,584 1,274,925 
1,315,742 1,236,0o8 1,291,697 
1,291,697 1,291,697 
1,291,697 1,291,697 1,291,697 
1,291,697 1,291,697
 

sae or sheep
(diroed)1,1,0 996,000 996,000 1,266,000 1,542,000 
1,759,200 1,905,600 
1,650.oo0 1,818,oo0 
1,818,ooo 1,818,000 
1,818,ooo 1,818,ooo 1,818,000 
1,818,000 
leof Laba 142,500 117,000 
 3MA,500 597,000
(Pedigreed) 777,750 900,000 659,250 827,250 827,250 827,250 827,250 
 827,250 87,250 
 927,2"0
 

(Discards) 3,200 4,000 8,000 
 12,800 41,600 8.3O 21,600 21,600Lembo 21,600 21,600 21,600 
 21,600 21,600 
 21,6
 
(Discards) 
 84,700 109,200 20,900 1,0312,900 1,070,300 223,300 
 567,000 567,000 567,000 567,O00 567,000Castrated rams iO' 00O 567,000 567,000207,750 201,000 
 264,o00 321,000 
 366,750 396.750 336,750 378,750 378,750 378,750 376,750Mool 34,750369,920 h25,440 531,840 652,280 

37@,70 318,750
748,76o 816,240 
 720,800 774,920 788,360 781,360 788,360 
 7M, 360 788,360 783,360Menura 76,360262,000 353,800 430,400 501,200 556,400 497,200 520,000 571,400 571,400 511,400 571,400
TotalIncas 571,00 571,400 571,1400 571,1400
631,920 2,213,390 2,359,1440 3,256,880 4,090,860 5,429,040 4,675,250 4580,920 4.972,360 4,972,360 4,972,360 4,972,360 .972,360 4,972,360 4,972,360

Or...profita *-F2M!8 -2! &L72L 
1 3

21 M !1098.&22 ZO2&E6 3212!3 4i!&2.8M1~8 322M 222 L.60 1 6.61 1&2iLU6 M68o~66 J~ft6j L2i". 2#2"M 

Mote, Depreciation not considered 
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FlNANCIAL RATE OF 

Year Investment Costs 

0 4,200,464 322,282 

1 6,093,531 1,176,695 

2 1,177,475 

3 1,260,482 

4 1,247,584 

5 665,000 1,274,925 

6 1,315,742 

7 1,236,048 

8 1,291,697 

9 1,291,697 

10 742,600 1,291,697 

11 1,291,697 

12 1,291,697 

13 1,291,697 

14 1,291,697 

15 1,291,697 

IM = 18.93% 

/V - (12%) 5 , ,7.8 

'B/C - 1.27 

RETURN 

Income Cash Flow 

- 4,522,746 

631,920 - 6,638,306 

2,213,390 1,03e=,915 

2,359,440 1,098,958 

3,256,880 2,009,296 

4,090,860 2,150,936 

5,429,040 4,113,298 

4,675,250 3,439,202 

4,580,920 3,289,223 

4,.;,-2,360 3,680,663 
4,)72,360 2,938,063 

4,972,360 3,680,663 

4,972,360 3,680,663 

4,972,36o 3,680,663 

4, 972,60 3,680,663 

4,972,360 3,680,663 
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SOCIAL ANALYSIS 

1. Introduction
 

The range of diversity found among the country's poor (ethnicity,language, ecological niche, and locale-rural vs. urban) and the widegeographic scope 
generalizations. 

of this project makes it difficult to draw meaningfulMajor groups which will be the beneficiariesand services provided by this project 
of goods

include: (1) indigenous peasantcommunities; (2) Spanish speaking mestizo small farmer settlements;and (3) urban poor. Although there are some characteristics and conditions which these beneficiaries share, there are also significantsocio-cultural differences which require specific treatments to address
critical needs and achieve participation in the development process.
Indigenous communities are concentrated in the altiolano region of
Bolivia encompassing the Department of Oruro and portions of La Paz,northern Potosi, and the Cochabamba and Sucre valleys. 
Mestizo villages
tend to predominate in the lower valleys - southern Potosi, Chuquisaca,Tarija, and Sucre - anO in the tropical lowlands - the Beni, Pando,and Santa Cruz. The landless are
while the urban poor are 

scattered throughout all departments
found only in the departmental capitals. 

2. Beneficiaries 

A. Indigenous Comnities 

Among the target groups, the indigenous .messant cmnitiesare the least assimilated J nto the cultural minstream of Boliviaaad therefo, e may require the most forceful effort on the part of theDDC's to achieve participation
c-nmities formed 

and transfer of benefits. Meseamong peones on are
the baciendas which existed priorto the 1952 revolution as well as freehold ccwunities which werenever a part of the hacienda system. For historical and culturalreasons they have been relegated to the bottom most level of theBolivian social pyramid: such cunmities are ade u of only oneethnic group - native Quechua or A7=ra speakers as the case mightbe, although there is some facility with Spanish, and are normwllybelow the =aton alninistrative level. 

1) SocialOr~nization 

Within these ccmunities, there are ubera of cohesivefactors at both the Amily and village level,utilized to achieve which can and should becamunity participation in the choice and designas well as implementation and mintenance of developnt activities. 



AMNE II 

Exhibit F 
Page 2 of 8 

The most basic social and economic unit is the extended domestichousehold. 
Normally it is made up of parents, children and spouses
and grandchildren if married. The determining factor in both thecomposition and number of people of a household is the quantity andquality of land over which it has effective control. Individual
households are linked to each other by marriage and compadrazgo(ritual co-parenthood). These bonds in turn serve as the basis of
the ayni practice-reciprocal work exchanges among related households
during periods 
of peak activity (planting and harvesting and animaltending), as well as loans of food 
and other essentials when circum
stances dictate. 

At the community level unifying factors include language(Quechua or Aymara) and ethnicity (indian) whicb assume greater importance because of the minority status of each and the history of
subservience under the latifundio system. 
Also, although not universal,
there are communal work groups (minka) to which all households areexpected to contribute labor service - the threat of criticism insmall face-to-face communities inhibits malingering. In addition,most communities have communal pasture land to which all households 
have use rights.
 

The system of community leadership exhibits considerable
variation. 
In free-hold communities which were not affected by the
hacienda system nor the land reform the traditional, the informal
socio-political fiesta system prevails. In communities which were
 a part of the land reform, the sindicato dominates. In some communities the leadership system is a combination of the two - thedetermining factors in any particular settlement being the degree
to which a particular landlord permitted 
the development of thefiesta system and the level of impact of the land reform. 

According to the fiesta meckhnism, adult men of theconmuity pass through seriesa of ranked offices. Attached toeach office is an increased status level and a local fiesta, thescale and cost of which are cr-nsurate to the office and whichmust be fimanced by the incumbent. .ll offices are voluntary, heldfor one year, and there is no right of succession. A =Ln with sufficient ambition and resources 
(cash outlays for fiestas can becomesignificant) continues through the system until he reaches the officeof chief (carca or jilakata) after which he becomes a respectedelder and is consulted on every important commuity level activity. 

Within the system, the decision-making process is
collegial. All major office holders, the respected elders, and casesin some all of the adult males, have a voice in deciding
important natters. Even though the caraca or jilakata is the localleader for his term of office, and the official representative inmatters with the outside world, ishe in effect the first among 
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equals. He does not make unilateral decisions and his performanceis subject to the scrutinity of fellow villagers. 

The sindicato is a productcreated of the agrarian reformto lobby for land expropriation. In communitieshas persisted sindicato where itofficiais are either selected by the community members (adoption of the cargo system) or appointed bynational level representatives. 
 The number of officers varies with
the size of the community, but there is one office holder for everymajor function - education, health, control of communal pasture, etc.The leader holds the office of Secretary General and like the caraca
or jilakata has responsibility for dealing representatives from outside of the ccmnunity. Such representatives are the corregidor administrative anofficial appointed by the national government - ruralschool teachers and health workers. 
As will be discussed below the
latter two categories of people, representing formal institutions,
could serve a critical promoters role. 

2) Economic Activity
 

For virtually all families agricultureeconomic activity. is the majorThe individual household, in addition to being
the primary social segment, is also the basic economic unit.of labor follows sex Divisionand age lines. Men perform the more physicallydemanding agricultural tasks, while women undertakeactivities, the lighter fieldtend the animals (especially in the altiplano wheretype animals herdsuch as llana, alpaca, and sheep are anof household income) important partperform same marketing
functions, in addition 

and cottage industry
to a full colemant of domestic chores.Children contribute in accordance with their sex, age, and physical

capabilities. 

The size of farms are universallythe average size of a srall. For e-=lepeasant holding is 2.5 hectares, while inhigher valleys of Cochabamba few faxnrs 
the 

Moreover, not bve more -'bn 2 hectares.all available hectarage is utilized. Land left follawplus that which is not usable for aturajl impediments reducessiderably the conamount of land under cultivatian at any one time. 

The primary orientation of produce issubsistence tomard meetingrequirements. In Potosi an averageproduction is consumed of 57 percent of farmdirectly by the housebold and an additiojl20 percent is reserved for seeds and aniual feed.data are not available Wtile precisefor I& Paz and Oruro and the higter vlleysthe situation is generally considered to be similar. 

Crop mixes consist of grains and tubers with some
variation caused by ecological conditions. On the Altiplano qliuaand potatoes predominate, while in the higher valleys the princpal 
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crops are con and potatoes combined with some barley and wheat.
Farmers 
 located in less hospitable environments (the w~de majority
of indigenous farmers are in such locations) and situated away
from trunk marketing roads tend to use the basic grain/tuber mixes.Those living in more favorable environments and who are closer to
markets have crop mixes which include fruits and vegetables as
well as grains and tubers. 

Like the crop mix, the work cycle is in large part
determined by the environment. 
 There are two periods of peak
activity. 
First, the months of September thru November which are
taken up in land preparation and planting in coicidence with theonset of the rainy season. 
 The second, is the harvest season which
begins in April and continues into June. 
 The intervening period
between planting and harvesting is spent in field maintenance,

animal tending, household repairs and cottage industry activities.
The same applies for the segment between June thru August with the
added activity of migration for casual day labor work in the sugaz
fields in CruzSanta and Argentina. 

Off-farm and non-farm employment it a significant complementary activity. As noted above the principal source of off-farmemployment is day laboring on sugar plantations. In addition to fieldlaboring, most households are engaged in sort ofsome cottage industryand/or processing of animal by-products. The cottage industry spansa range of activities from semi-skilled artisanry to handicraft production for both subsistence and market ends. Although exact figures
concerning levels of participation and earnings derived from 
 suchactivities are not available, it is believed generally that theyadd considerably to net farm household income.
 

3) Quality of Life Indicators
 

Like economic activity, indicators of general qualityof life (illiteracy, educational attainment, health status) alsoreflect substandard conditions among indigenous sall farmers.the country the illiteracy rate is calculited at 60 percent. In 
For 

the countryside the provision of educational services has lagged
far behind similar iervices in urban areas. 
 In addition the ruralsocial environment has placed less emphasis on reading and writingskills. Illitercy rates are highest in areas with high concentrations of indigenous population. Of the five departments withthe highest illiteracy rates three, Potosi, La Paz, and Cochabamba
have large indian segments. In these areas, lack of facilitiesand low priority ranking have combined with language and ethnic
barriers to make forml training difficult to secure. 
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With respect to health, the sub-par status is aconsequence of three factors: (1) poor nutrition; (2) inadequateenvironmental sanitation; and (3) deficient health services. Theindian campesino diet is closely related to the subsistenceorientation of farming, that is, they eat what they produce. Consequently, the diet is heavily unbalanced with carbohydrates (grainsand tubers) while severely lacking in animal protein and other essential elements. Sanitation conditions are marked by the absenceof privies and potable water systems. Prevalent diseases include
scabies (perhaps 50 percent of the indigenous campesino population),

intestinal parasites, and respiratory ailments.
 

The incidence and persistence of disease is in part
attributable to deficient health services. 
in the countryside
adequate facilities and trained personnel are exceptions. 
 In addition, physical isolation and cultural dissonance inhibit indians
frcm using urban/rural town heelth installations. 

B. Mestizo Small Farmers 

1) Social Organization
 

With rare exceptions the cohesive factors present in
indigenous comunities is reduced considerably in mestizo settlements. At the family level the extended household is the primarysocial unit, but interfamiliar kinship bonds are less influential.Reciprocal work exchanges do not exist and all additional fieldwork requirements are met through hired labor. 

At the csrmaity level, responsibility for socialcontrol is assumed by the corregidor. Rarely are corregidorsresidents of the villages. Leadership within the comaunity isprovided on an adhoc basis. Oranization tends to be task orinterest group specific a- c-ittee is selected to mnaage discreetactivities (school building, road construction etc.) they arise.The csmittee as
exists for the duration of the project. Positionsare voluntary, but the weight of public opinion makes refusal difficult. As with indian villages, influential people, in regardto planting ideas of change and serving as brokers between theresidents and the outside world are clergymn, school tmcersand the like who my reside in the cammaity. 

2) Economic Activity 

The economic activity of mestizo farmers is similarto that of their indigenous counterparts. They ccobine crop production and animal raising with off-farm (day-laboring) and nonfarm (cottage industry) pursuits to gin a livelihood. In general 
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farm sizes of mestizos are larger than indians, and their level
of market participation tend to be higher - all of which suggestscloser assimilation to the market economy of contemporary society.However, advances are slight as most mestizo small farmers areextremely poor. Per capita incomes for small farmer families inChuquisaca and Tarija are $207 and $232 respectively while ranging
to $400 in Pando and $450 in the Beni. 

Although larger than indigenous holdings, mestizo

farms are small. The average size of farms in Chuquisaca is 6.34hectares while in Tarija it is 4.75 hectares, in Pando, Beni, andthe colonization areas of Santa Cruz although holdings are relatively extensive, ranging up to 50 heactares, tropical jungle growthand lack of infrastructure limits cultivable portions to 3 hectares 
or less.
 

Among mestizos there is greater commercialization of
produce, although the portion kept for household consumption is
still significant, and in the tropical areas production for subsistence is the major orientation. In Chuquisaca, over 50 percent
of small farmer produce is sold, while in Tarija the average pro
portion reaching the market is 42 percent.
 

In the lower valleys the work cycle is marked by thesame peaks and troughs of activities as described above. A notableexception is Marija where the period of land preparation and plantingoccurs later in the year (November - Janiuary) doesas the harvest 
period (May - June). 

3) Ruality of Life Indicators
 

The education and health status of mestizo smallfarmers is generally poor, showing only a slight improvement overindian campesinos. For example, available data indicate that 40percent of small farmers in Chuquisaca and 60 percent in Marijahave completed three years of schooling, while only 13 percentand 7 percent have advanced beyond the third grade. Moreover,
illiteracy rates among small farmers in the two departments areestimated to be 30 and 26 respectively, placing them among the 
top five departents in the country. 

Health conditions are marked by the same poor diet,lack of environmental sanitation, and deficiency in health facilitiesas found among indigenous peasants. The lack of health facilities
and trained personnel is particularly critical in the colonizational 
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areas in the tropical lowlands. In general mestizosreticent (absence are lessof cultural barriers)rural town health facilities, but many 
4o make use of urban/

do face similar problemsof physical isolation and access. 

C. Urban Poor
 

Recent (1976) Bolivian census results reveal an annual
countrywide population growth rate of 2.11 percent.by ecological/geographic Disaggregated
regionsin the data notethe tropical lowland while tore rapid growthshowing only modest increaseshigh valley and altiplano The in thezones.Santa Cruz, Beni, and Pando have 

tropical departments ofgrowth rates of 4.21 percent,3.33 percent, and 2.92 percent respectively; the highland departments of Potosi, Chuquisaca, Oruro, and Cochabamba all have increases of less than 2 percent. This suggestslowland migration a highland totrend triggered by the availability of landin the tropical areas. 

A second major demographicCensus data indicate that in 
trend is rural to urban migration.1970 the urban populationof the total population. Projections 

was 36.8 percent
for 1979 indicateof the population w.ill that 42 percentlive in urban areas. Again the moving forcesbehind this trend are scarcity of land in the highland hinterlands,
and the promise of increase economic

cities and and social opportunity in therural towns. For thecampesinos most part the migrant,- areand upon arriving in the cities are forming t.2e urbanpoor. 

1) Social Oranizations
 

have 
Of the three bmeficiary groups, the rural townthe least cohesive poorsocial organizatio.towns refer to towns In this context ruralof approximately 10,000 peopleprovince administrative or less at thelevel. Distinctive features of theseare that they are made up townsof multiple ethnic groupsare stratified into defined (mestizo, indian),classes, and are guided adninistrativelyby appointed government officials.services In addition they have someand institutions - health clinics,tspottion facilities 

churhes, mclear schools,
- not normlly found inu1mities. The more rete c&poor in these towns areindian peasants lower echelon mestizos andwho have immigrated from th hinterland.ajority, For thethe recent imigrants,side are weakening vhile the social new alliances ties of the country

coalesce. Although there are 
in the cities ave yet to 

the nuclear family 
both real and fictional kinship bondsassumes greater importance as the primary social 
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unit. Beyond the family organizational mechanisms centerinterest groups - neighborhood or block 
on special 

groups, recreational clubs,
and school or churcL related organizations. Although they do havea certain "common purpose" aspectthe same about them, they do notdegree of allegiance comandfrom the members as do the organizationalmechanisms in the rural sector.
 

2) Economics
 

Although concrete 
data are not available,generally believed that the 
it is

economic condition of the rural townpoor, is only marginally better than 
parts. For the 

that of their rural counterrecent migrants, little formal trainingagricultural background place 
and an 

severe limits on employment opportunities in the town setting. A fortunate number find work aslaborers in the construction or 
service industries which provides
steady employment at a level above subsistence. 
For most, however,
occuppational niches are limited to other menial tasks (porter,public sector maintenance worker, janitors, street hawkers etc.)
which offer little financial return and stability.
 

3) Quality of Life Indicators
 

In general, town poor have a comparative advantageover rural dwellers in terms of quality of life factors. Basicallythis advantage is a function of increased access,physical, to both cultural andsocial services - principally schools and healthfacilities. However, it must be noted
under which they live 

that the physical conditions 
are far from acceptable. For the most partthey locate in slum or shanty town areas at the periphery of the
cities, Housing is inadequate, marked by temporary constructionswhich often become permanent for lack of financing, and overcrowding.
Yet perhaps the most severe problems ire related to sanitation.Neighborhoods with piped in-house water systemsnot are the exceptionsthe rule. Ccmmunity public

and poor maintenanre jeopardizes 
fawcets are available but overcrowding
the potability of the waterprovide, latrines they 

tend 
do exist but again overcrowding and mLintenanceto turn them into health hazzards rather than safeguards. 
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SUBPROJECT SOCIAL ANALYSIS GUIDELINES 

I. Introduction
 

These guidelines will provide the basis for 	determining the socialfeasibility of subprojects. 
 The 	analyses will include: (1)a socioeconomic profile of the beneficiaries; (2) identification of the needs
and priorities of the beneficiaries; (3) identification of potentialsocial and/or cultural constraints to subproject implementation; and(4) 	 strategies to deal with the constraints and suggestions on tailoring 	the design of the subproject to fit as 
closely as possible into
the 	cultural system of the beneficiaries. 
 Not 	all of the items in the
guidelines which follow need to be addressed for every subject. 
 The
guidelines are structured in such a way as to be flexible for different 
types of target communities and kinds of uub-projects. Therefore, the
emphasis must be on selectivity of items to be included in an analysis.
 

II. Soioeconomic Profile
 

A. 	Ethnicity
 

1. 	Indigenous 
2. 	Cholo
 
3. 	 Mestizo 

B. 	 Social Institutions
 

1T.!ntification and functional amnlyris 
 of fomaul and informal
institutions at the local level which could, b utilized to enhan e 
Perticipation.
 

1. 	Basic Socioeconomic Unit 

a. 	 Composition - hoe many people, vht categories? 

b. 	 Division of labor within unit - Who is responsible
for what and at wha should a particular type of subproject directed?be 

c. 	 Decision-inking process within the unit - especially
concerning innovation and the allocation of resources. 

2. 	 C-1nity Level Institutions 

Which of the following exist in a cm~mity and could 
be used to express needs and organize participation. 
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a. Informal
 

- Local leadership systems (Jilakata), ad hoc 
committees. 

- Work or interest groups - ayni, minka, neighbor
hood associations. 

b. Form l 

- Leadership  sindicatos, corregidores. 

- Work or interest groups  coops, grower/producer 
associations, schools, church. 

C. Production System
 

1. Agriculture
 

a. Holding size
 

b. Tenure arrangement - privately owned, private + commnal, share cropping, renting. 

c. Inheritance 

d. Principal crops and/or animals and work cycle. 
e. Orientation of produce - subsistence vs. market. 

f. Technology 

g. Major problems in farm production system. 

h. Expressed interest and needs of beneficiaries
concerning farm production technologies. 

i. Risk - beha'ior. 

2. Non-Agriculture 

a. Cottage industry 

- Types
 

- Technology used 

- Preferred organizational arrangement 

- Principal problems 



ANN= II 
Exhibit G 
Page 3 of 5 

b. 	 Agroindustry
 

- Sophistication 
level - i.e., capacity to organize 
and manage 

- Work cycle and availability of labor supply 

- Preferred organizational arrangement 

D. 	 Health/Environmental Sanitation 

1. 	 Sources of drinking and 	cooking water - sanitary? 

2. 	In-house water storage practices - sanitary?
 

3. 	Practices related to disposition of excreta.
 

4. 	 Beliefs concerning illness and good health. 

5. 	 Laundering and animal watering practices. 

6. Priority ranking assigned to environmental sanitation. 

7. 	 Counity contribution - labor and/or finance. 

E. 	 Electrification 

1. 	 Current sources of beat and liOtizng. 

2. 	 Apprximate cost of heat and light. 

3. 	 Affordability of electricity. 

4. 	 Preferred payment schedule. 

5. 	 Potential productive uses of electricity. 

6. 	 Priority ranking assigned to electric-ity. 

7. 	 Comminity cotribution  labor 	and/or f±manes 

III. 	2 iloring Strategies 

Mere is no set formula for predicting potential consraiLntsbeforehand. Usually they are specific to the cmminity and the typeof project being considered. If, however, in 	 the design, sub-projectsare 	tailored to mesh to the extent possible with the locl culturmlsystem then constraints will be kept to a minim- folbwing area few 	 illustrative exzples of the knds of tailoring tht should be dome. 
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Examples 

1. 	 Cultural variable - indigenous ethnicity and language 

Tailoring strategies - (1) 	 technicians with facility in 
indigenous language. 

(2) repeated, extensive contact to
 
reduce suspicion.
 

2. 	 Cultural variable - 3illage leadership system - (jii)akata) 

Tailoring strategies - (1) consultation with jilakata to enter 
community.
 

(2) 
use of jilakata as a responsibility
 
parcy for community.
 

(3) use of Jilakata as source of ar
ticulation for community interests. 

(4) 	 use of jilakata to organize com
munity participation.
 

3. Cultural variable  preference for independent 	household
 
activity in economic matters 

M.iloring strategies  (1) avoid joint production and market
ing mechanisms. 

(2) 	 use, as organiztional mechanism,
"loose" coop or association 
through which services are pro
vided to farmer and he is paid 
at time of turning over 	produce.
 

4. 	 Cultural variable - household division of labor which has 
women principally resonsible foraniml 
caring 

T.iloring strategies - (1) directing animL raising improve
ment or innovation projects 
principally at women. 

(2) use of qualified women 	 technicians. 
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Exhibit G 
Page 5 of 5 

Cultural variable - mini-max risk management behavior 
Tailoring strategies 
- (1) sensitivity toward tenuous economic
 

position of former and resultant
behavior of reluctance to replace
procedures for something which to
 
him is an unknown. 

(2) repeated successful demonstrations.
 



ANNEX III 

MANUAL OF PROCEDURES 

DDC PROCUREMENT SYSTEM 

Table of Contents 

I 

II 

III 

IV 

V 

VI 

GENERAL STANDARDS 

OBJECTIVES OF THE SYSTEM 

SCOPE OF THE SYSTEM 

AREAS AFECTED 

GENERAL CONSIDERATIONS 

DESCRIPTION OF THE ROCEDURE 

a) Accounting request 

b) Kardex by item 

c) Kardex by su~plier 

d) Qotations 

e) Avm.rding sheet 

f) Purchase order 



I. 	 GENERAL STANDARDS 

1. The unit will take charge of all requests for materials, sta
tionery, equipment and other items requested by the four
Corporation Directorates and other support and advisory units. 

2. An adequate purchase programming will be prepared each quarter,
based on the equests, calculation of inventory rotation and
availability of funds so to in stock aas keep sufficient volume 
of items to meet the demand from the Directorates and other
 
units.
 

3. 	 A "List of Suppliers" will be prepared based on local market 
surveys, in order to have at hand this list of suppliers in
cluding items and costs to facilitate quotations and the selec
tion of the best commercial establishments. 

4. 	 The issuance of purchase orders will be made according to the 
provisions set forth in the "Procurement System" document;
however, we must bear in mind that this is 
a basic element of
 
control and pay compromise to the suppliers.
 

5. 	The Purchasing Section will supervise the reception of the
 
ordered materials according to the stipulations contracted
 
and 	will verify its admission into the Corporation warehouses. 

6. Since a purchase progra-in will be in effect, "urgent pur
chasing" should be avoided as much as possible. 

TI. OBJECTIVES OF THE SYSTEM 

1. 	 It is intended to carry out the purchasing correctiy securing 
adequate characteristics as requested by the 	units involved. 

2. 	 Cost, quality and timely procurement, either for stock or 
immediate use, must be d-irectly correlated. 

3. 	 Other existing systems mst be integrated in its entirety. 

4. 	 The chapter of procurement must be modeled within clear concepts
of expediency, responsibility, selection andand protection of 
the Government economic interests. 

m. SCOPE OF ME SYS"I. 

The process starts at the Kardex-Accounting Diviszio based on
internal reauests, either as non-stockable materials or as programming for the implementation continuationand of projects ur to 
start new projects according to ,'Arebousing standards, pages I and
li of the respective manual. 
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The process ends with the approval of the awarding sheet by the

administration and the representative of the Previous Control 
office and its forwarding to the Accounting Division for settlement.
 

Its contents cover:
 

- I. C. (internal control) of valued kardex accounting.
 
- Handling and checking of kardex by item.
 
- Handling and checking of kardex by supplier.
 
- Quotation request.
 
- Consultation with involved requesting 
units regarding technical 

characteristics. 
- Completion of awarding sheet. 
- Approval and evaluation by the Administrative Directorate accord

ing Article 3 of Law No. 15223. 
- Verification by previous control office. 
- Issuance of purchase order. 
- Settlement at Accounting Division. 
- Central Warehouse action. 

IV. AREAS AFFECTED
 

- Requesting Sector
 
- Administrative Directorate
 
- Kardex Accounting
 
- Previous Control
 
- Auditing
 
- Warehouse 

V. GEERAL CCSIDERATIONS 

- The purchasing unit must establish standards and procedures
wnich will govern the procurement of use or consumer goods,
furniture, implements and any other category of assets pur
chased by the Institution which are not in the scope of the 
procur=ment Law No. 15223 for the public sector. 

- A direct relationship with the accounting and warehousing units 
and the compatibilization of procedures thethat fit in similar 
overall administrative procedures of the Corporation constitute
the base of this design that fills the gap between the account
ing and warehousing systems prepared by Cooper & Librand Con
sultants, from the placing of the order to the physical admis
sion of the respective goods. 

- As a general standard the scope of standards and procedures now 
designed is effective when the amounts are not more than 
$b 200,000 as stated by Decree Law No. 15223 theregarding
procurement Law for the public sector, in which case we mast
observe strictly such regulation. It is necessary to determine 
in this document the top Imounts or limits for the operation
of projects as well as the circumstances and procedures. 
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a) Up to $b 1,000. 	When the purchase is for less than one
 

thousand Bolivian pesos, it will not be
 
necessary to comply with the previous requirement for three
 
quotations, and the purchasing can be made directly at any

legally established commercial facility. Under no circumstance 
the fractioning of the purchase to avoid this provision will be
 
accepted.
 

b) Up to $b 20,000. 	If the purchase fluctuates between $b 1,001 
and $b 20,000, it is compulsory to comply

with the requirements set forth by this document and which 
could be summarized as follows: 

- Order to Kardex-Accounting
 
- Three quotations
 
- Purchase Order
 
- Awarding Table
 
- Admission to Central Warehouse
 

c) Up to $b 199,999. 
Once completed the above requirements of b)

and when the purchase order fluctuates between


$b 20,001 and $b 199,999, it is essential that the purchase be
within the programming of the warehousing system in additionto its final approval by the internal qualifications Commission 
consisting of:
 

- The Administrative 	Director 
-
 The Chief, Finance Division
 
- One representative from the Gestion Control Directorate 
- The Cnwptroller frm the Previous Control office 
- The officer in charge of procuimeat 
- One representative fro the requesting unit 

d) $b 200,000. And 	 iuwards mu-st cmply with regulations set forth
by Decree Law No. 15 23 regarding procurement Law 

for the Public Sector. 

VI. DESCRIPTICN OF 7M PROCEDURE
 

a) Kardex-Accountiw 	 Reauest. Based on the prograzming both for 
the Investments and Operation,

Finance Division thr its Larde-Accounting unit and 
the 

with
prior approval by the Administration Directorate, wi-.L process
the order subject to procedure standards designed under the 
warehousing syotem. 

b) Kardex by Item. 	 The officer in charge of procurement will start 
a survey of the market to establish: 

- Fast moving items 
- Acceptable quotations 
- Credit po5sibilities 
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Following these previous steps, the kardex by item is completed
keeping a direct correlation with the warehouse record, or in
 
the worst ase performing the handling and control by alphabetic 
order.
 

The card compl.etion is initiated: 

- One time for Item - Code which is the same for the warehouse 
and specifications.
 

-
 The part provided for the supplier should identify the largest
possible number of reliable suppliers. 

c) Kardex by Supplier. Once made the identification of a supplier
 
by item, its name will be transferred to
 

the kardex by supplier keeping alphabetic order and containing
 
the following information:
 

- Supplier 
- Address
 
- Location
 
- Sales conditions
 
- Remarks
 

Under remarks all observations will be noted to determinc if 
the supplier is enabled or not for a future purchase. 

As previously stated, it is preferable that the supplier operate
with the Institution under the credit system. 

d) Quotations. The officer in charge of procurement must select 
at least three suppliers for the issuance of the

respective quotations and send them to specific destinations 
thus avoiding the search all over the local commercial esta
blishments. 

In case the item is not available in one or more commercial
 
establishments, the same number of other willestablishments 
be selected to comply with the pertinent provisions of the
 
respective Decree Law. 
If the order covers various requested

items, each one of these items must be quoted by at least three 
suppliers, consequently the number of quotations issued should
 
be sufficient to comply with this requirement. 

Once this essential requirement is met, the officer in charge
of procurement will proceed to complete the awarding sheet for 
the purchase. 

e) Awarding Sheet. This document must be processed by the ofricer 
in charge of procurement after ccplying irith 

the requirement of having at least three quotations for each 
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These quotations must forcefully assign priority
to the procurement of goods produced or manufactured by national commerce and industry. Whenever the consumer goods or any othergoods requested are produced by a single national industry orcommercial establishment quotations will not be necessary, andthese goods may be directly procured attaching a note to explain
this particular. 

The completion 	of the awarding sheet will be made toaccording

the following:
 

- Date. 
 The date corresponding to the processing of the docu
ment, in all cases it must be the on lastsame the 

quotation or a 	later one.
 

- Item. Denomination of the item and description of character
istics, trade marks, and measurements.
 

- _qantity. The same as requested on the respective I.C.
 
(internal control).
 

- Unit. The units should be common to all suppliers to permit
 
more or less realistic comparisons showing a clear
 

preservation of the Government interests.
 

- Name of the 	Supplier. If the person is a legal individual, 
the name of the business must be

registered and 	not the name of the owner.
 

- Conditions. This refers to conditionz for the sales of 
consumer or any other goods impoaed by the
 

seller.
 

- Unit Cost. 	 Datum which is used primarily to determine essen
tial incidences. 

- Total. Determines the overall incidence over the costs
variations. Finally, at horizontal level it is 

necessary to determine if the unit cost quoted by columns

includes the sales tax, otherwise this percentage will be
noted on the total columns only. 

- The vertical columns for totals and the horizontal for totalsmust coincide at its intersection and only at this point theoverall totals by supplier will be deteined. The process
continues for the procurement unit with the approval of theawarding sheet by the Administrative Directorate, according
to Chapter I, Article 3, of the Procurement Law No. 15223for the public 	sector and the approval by the Cmptroller

from the Fiaance Ministry.
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f). Purchase Order. The present profile of the Institution vis-a

vis the suppliers must be changed progressively
turning to an Institution with responsible and fast accounting
procedures and meriting credit. Administratively, the Institu
tion will try to operate under the credit system, consequently
the purchase order must be a truthful payment compromise docu
ment on the side of the Institution. The purchase order and 
several other forms are already at implementation stage 9mi the
procedures previously adopted are the same providing informa
tion to: 

-
 Person or business involved, original
 
- Accounting, first copy
 
- Warehouse, second copy
 
- Procurement file, last copy 

This way, the circuits are closed and complemented with the
 
accounting and warehousing systems.
 



ANNEX IV 

LAW OF THE DEPARETUNTAL DEVELO=T CORPORATIONS 

GENERAL HUGO BANZER SUAREZ, PRESIDENT OF THE RERILIC 

WHEREAS: 

The Executive 	Power's Organization Law approved by Executive Decree 
No. 10460 of September 12, 1972, and its Amendments provide in 
Chapter IV the regulations for the Regional Administration.
 

That Law in its Article 87th provides for the transformation of the 
Public Works and Development Committees into Development Corporations 
by the issuance of a General Law for Regional Development Corporations.
 

On the other hand, the National Planning System and National Projects 
System Laws approved by Executive Decrees No. 11846 and 1849, respec
tively, include the regional level as an integrated part of both
 
systems. 

One of the priority objectives of the Government is to promote the
 
harmonious and balanced development of the various regions of the 
country, ensuring the rational utilization of their own financial
 
resources and 	providing new resources for those regions which lack 
them. 

It is consequently necessary to furnish the country with a legal and 
administrative instrument in order to have a consisten- econmic 
development at the regional level. 

IN COUNCIL OF 	MINISTERS, DECREES: 

ARTICLE ONE: That the General Law for the Regional Development 
Corporations in its fifteen Chapters and fifty-six 

Articles be approved. 

ARTICLE TWO: 	 That the respective sources of income and patrimony 
which the Public Works Committees, Public Works and 

Development Comittees and Regional Development Co-ittees presently 
own be consolidated in favour of each one of the future Regional 
Development Corporations. 

ARTICLE THREE: That the Ministry of Flanaing and Coordination of the 
Presidency of 	the Republic is authorized to study the
 

possibility to increase the availability of their own resources to 
those Regional Corporations that lack them and to submit its recom
mendations to the consideration of the Supreme Government within 
ninety (90) days. 
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ARTICLE FOUR 	 All those legal dispositions contrary to the present 
Executive Decree are hereby revoked.
 

The Cabinet Ministers in their respective Offices are entrusted with 
the execution and compliance of this Executive Decree. 

It is given at 	the Presidential Palace of the City of La Paz on the 
nineteenth of February of 1978. 

GENERAL LAW FOR THE REGIONAL DEVEBORMENT CORPORATIONS 

CHAPTER ONE - GENERAL REGULATIONS OF THE REGIONAL DEVELOPMENT CORPORATIONS 

ARTICLE ONE: The present Law has the purpose to set forth rules and 
general requirements inherent to the constitution,
 

attributions and operational activities 
of the Regional Development 
Corporations.
 

ARTICLE TWO: In accordance with the present Law, the Regional Develop
ment Corporations are public decentralized entities with
 

legal capacity, administrative, technical and financial operational 
autonomy, with 	their own patrimony and indefinite duration. 

ARTICLE THREE: For the purpose of this Law, it is understood as region 
the territory contained within the administrative and 

political boundaries of each Department; therefore, in each one of
 
them it will be established and it will function a Regional Develop
ment Corporation the same which will operate within its respective

sectorial area, being i~s legal residence the capital city of each
 
Department. 

ARTICLE FOUR: The main objective of the Regional Development Corpora
tions is to provide economic and social development

for the region by means of regional plannini, the performance of survey
studies, elaboration of programs and projects in accordance with the 
national objectives and the execution and implementation of same Ln 
accordance with the functions and attributions established. 

CHAPrER II - GLOBAL, SECTORIAL AND REGIONAL COORDINATION 

ARTICLEFIVE: 	 The Ministry of PI~.aing and Coordination of %e Pre
sidency of the Republic is the principal organization

within the National Planning System responsible for the global, sec
torial and regional coordination at a national level. At the regional
level it operates through the respective Regional Development Cor
poration. 
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ARTICLE SIX: The Regional Development Corporations will channel
 
their administrative negotiations with the Supreme
Government through the Ministry and
of Planning Coordination of the
 

Presidency of the Republic.
 

ARTICLE SEVEN: 	 The Regional Development Corporations will receive 
from the Ministry of Planning and Coordination and


from the Public Institutions the 
national and regional programs anddevelopment projects which are being executed or which will be 
executed in the 	respective region, in order to facilitate their
 
planning and coordination tasks at regional level. 

ARTICLE EIGHT: 	 The Ministry of Planning and Coordination will call
 
meetings at national, sectorial and regional levels
 

for the study of the national projects.
 

ARTICLE NINE: 
 Each Regional Development Corporation will be entitled
 
to establish consulting and advisory mechanisms under
the presidency of the Corporation President and consisting of the


representatives of public sectorial entities at regional level and

the representatives of the region's private sector, for the compati
bility and coordination of plans, programs, projects and action.
 

CHAPTER III - COORDINATION OF REGIONAL DEVELORENT CORPORATIONS WITH
THE PREFECTURE AND MUNICIPAL TN HALLS MUNICIPALITIES) 

ARTICLE TEN: The Prefectures in the respective Departmenc undertake 
the Departmental Government in representation of thePresidency of the Republic and the Central Government. In accordance


with the Administrative Organizational 
Law of the Executive Power,they are to perform political nd administrative functions. They
participate in the regional development planning and prograin

through their representative in 
 the Board of the Corporation. 

ARTICLE ELEVEN: The Municipal Town Halls (municipalities) are 
autonomous organizations in charge of performing

and executing equipment provision tasks and of providing services 
to the urban areas. Their functions are complemented by the National
Planning and Projects Off-.ces which coordinate their plans, projects
and programs with the respective Regional Development Corporation in
order to avoid the overlap, duplication and dissemination of resources. 

ARTICLE TWELVE: The coordination of activities for social, economic 
and regional development purposes amon Prefectures,

Municipal Town Halls (Municipalities), Regional Development Corpora
tions and other local and/or regional institutions shall be the task 
of the Regional Development Corporation. 



CHAPTER IV - fNTER-REIONAL COORDINATION
 
ARTICLE TIRTEEN: 
 The Regional Development Corporations will be ableto undertake joint programsof common 	 and projects ininterest by the subscription 	 areasof the appropriate agreements,after the approval of the Ministry of Planning and Coordination.
 
CHAPTER V , 
- AND ORGANIZATION OF FUNCTIONS AND 

ARTICLE FOURTEEN: The 	 Regional Development Corporations shall have 
the 	following attributions:
 

a) 	 Shall draw up and 	submit to the considerationGovernment 	 of the Supremethrough the Ministry of Planningthe 	 and CoordinationPresidency 	 ofof the Republic, a proposal outlining thestrategies, 	 objectives,socio-economic development policies for 	the regionwithin the national general development objectivesinclusion in the 	National Plan 
for its furtherfor 	Socio-Economic Development,and 	structure planning of the regional physicalspace, 	 and economicand 	 the coordination of the sectorial activities atregional level, in order to achieve an efficient development


administration.
 

b) 
Shall elaborate a Regional Development Plan with special emphasis
on the rural sector within the framePlan in accordance 	 of the National Developmentwith the regulations of the National PlanningSystem.
 

c) 	 Shal promote the programs and projects included
Development in the Regional
Plan and shall execute their own 	 programsin agreement 	 and projectswith the regulations of the National Projects System.
 
d) Shall coordinate 
their own plans, programs and 	projefcts with theregional plans, programs and imiJlementatic projectsnational centralized 	 of theand 	 decentralized organizationsprivate sector 	 and of thewith the purpcse to meetregional 	 the objectives of thesocio-econcmic development

tions shall provide 	
plan for which these organiza.the pertinent information.Planning 	 The lktnistryand 	Coordination will of see 	that this operation meets itsobjectives.
 

e) 	 Shall collect, prepare, receive and 	provide the necessary datafor the performance of survey studies ofinterest in egional and nationalcooperation with the respective national organizations. 
f) 	 Shall promote the conservation and the rational exploitationthe 	renewable ofand 	non-renewable natural resources of the region. 
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g) 	Shall develop, motivate and guide community's participation in
 
the development of the region.
 

h) 	Shall promote the development anu conservation of the Department's

human resources by encouraging its 	further training. 

i) 	 Shall collaborate exceptionally with the National Government,
through the pertinent Ministries, in the financing of projects
and evaluation of natural resources of national and 	regional
interest in their area through agreements which reconcile thefinancial capacity of the Corporations and the requirements of
their plans, programs and projects. 

J) 	 Shall carry out the necessary studies and operations to increase 
their income and financial resources. 

ARTICLE FIFT!E: In agreement with the current legal provisions for 
each case, the regional development corporations,
in order to attain their goals and to comply with their functions 

shall have the following attributions:
 

a) 	 Shall perform basic survey studies and reseirch studies for
regional planning and for the respective programs and project

follow-ups in the region. 

b) 	 Shall handle, contract, and administrate internal credits for 
the 	attainment of their objectives.
 

c) 	 Shall select and contract consulting firms. 

d) 	 Shall contract by bidding, invitation and/or direct administration 
the execution of their works and performance of services. 

e) 	 Shall purchase ard sell property, be it personal or real estate
in accordance with current legal provisions and shall purchameand sell stock and securities in general in accordance with the
established regulations. 

f) 	 Shall promote the creation and constitution of organizations
which contribute to the region's development. 

g) 	 Shall participate through agreeents in the establishment of
financial entities to channel credits through them or through
the 	banking system in order to finance, in their Jurisdiction,
development programs and/or projects using for 	that purpose their own income and/or internaJ, external, public private sources.or 

h) 	 Shall facilitate the observance of the legal provisionscurrent 

in regard to the inspectionz, 
 control and supervision of each 
negotiation. 
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i) 	Shall absorbe and coordinate the national or foreign technical
 
assistance.
 

J) 	Shall give advice and technical assistance to entities proposing

development projects or which are engaged in activities of prior
importance for the national development. 

k) 	 Shall sign agreements between Regional Development Corporations
and/or other institutions to promote and/or execute development 
programs or projects in areas of camon interest. 

CHAPTER VI - STRUCTURE 

ARTICLE SIXTEEN: 	 The Regional Development Corporations shall have
 
the following basic executive structure: 1) Board
 

of Directors, and 	2) Presidency.
 

ARTICLE SEVENTEEN: Each Regional Development Corporation shall select 
an organic administrative structure in accordance 

with their needs, possibilities and objectives for the further approval
of the Ministry of Planning and Coordination of the Presidency of the 
Republic. 

CHAPTER VII - BOARD OF DIRECTORS 

ARTICLE EIGHTEEN: The Board of Directors of the Regional DeveloTment 
Corporations is the superior body of these institu

tions which is to be aware of the priority regional needs and which 
is to outline the regional development policies in agreement with the 
general development objectives of the country. 

ARTICLE NINE= : The Board of Directors shall have the following 
attributions: 

a) 	 Shall formulate the most suitable policies for the economic and
social development of the region, emphasizing on priorities and 
needs.
 

b) 	 Shall approve the development strategies and plans for the 	region. 

c) 	 Shall be familiarized with and approve the plans, projects and 
programs of the Corporation. 

d) 	 Shall be acquainted with and approve the annual operations plan,
the operations and investment budget and the Corporation's finan
cial programs. 

e) 	 Shall ascertain that the Corporatior2's resources are applied to
the plans, programs and projects of the Corporation. 
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f) 	 -hall approve amendments and 	propose transfer of resources fromthe 	Corporation's current expense budget and the investment budget. 

g) Shall approve the contracting of internal, external and commercial 
credits.
 

h) 	 Shall consider, approve, or reject the sale of property, be itprivate or real estate, equipment and 	material on proposalsformulated by the Chairman, in accordance with the current legal

provisions.
 

i) Shall approve the administrative structure, bylaws, regulations,and 	operation manuals proposed by the Chairman of the Board of
Directors of the Corporation. 

j) 	 Shall comply with and 	 see that they are complied with the pertinentlegal dispositions, bylaws and regulstions of the Corporation.
 

k) 	 Shall be acquainted with and approve the 	Annual Report and theaudited General Balance, in withagreement the provisions of the 
Law.
 

1) 	Shall approve the establishment of companies and the participation

of the Corporation in their capital stock and financing.
 

m) 	Shall request audited reports and take the pertinent actions
 
thereto.
 

n) 	Shall authorize trips abroad of the Corporation's officials
 
initiating the corresponding procedure. 

o) Shall approve training programs for the staff of the Corporation. 

p) Shall designate through competitive examination, the ExecutiveStaff of the Corporation, with the exception of tne Chairman ofthe Board, in accordance with the bylaws of this Institution. 

ARTICLE TWENTY: The Board of Directors will be permanently integrated by: 

a) The President of the Regional Development Corporation, who in turn
will be the Chairman of the Board. 

b) 	 The Prefect of the Department. 

c) The Major of the Capital City of each Department. 

d) The Dean of the Local State University. 

e) 	A Representative of the Armed Forces.
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f) A Representative of the Ministry of Planning and Coordination 
with authority to speak. 

g) A regional representative of the Ministry of Rural Affaii-s and 
Livestock 

h) The President of the main civic organization of the Detartmront. 

i) The President of the Departmental Professional Orgar±zation,. 

J) The President of the Departmental Federation of Pr.vate Investors.
 

k) A representative of the Departmental Rural Federatiu.
 

ARTICLE TWENTY-ONE: 
 The Board of Directors of each Corvroration taking
 
into account the socio-econnic reality of each
region shall propose to the Ministry of Planning and Coordination the 

permanent additional participation of a representative of an institu
tion different to those which correspond to the ex-officio Directors, 
with authority to vote. 

ARTICLE TWENTY-TWO: The of Directors'Board Executive Secretary with 
a right to speak but no right to vote, shall be

nominated by the President of the Corporation in accordance with the
 
hierarchy established 
by the internal structure of the Institution. 

ARTICLE TWENTY-THREE: 	 The Chairman and Members of the Board are 
jointly and severally responsible for the

decisions taken at their meetings, thus they can become liable in
accordance with the current provisions, in the like as thatmanner 
applied to the officials of the public and aecentralized offices. 

ARTICLE TWENTY-FOUR: The Board of Directors, through its Chairman, 
may call or invite to its meetings those 

authorities or officials of the public or private sectors, or those 
natural persons who are considered convenient in regard to the 
survey studies and works to be performed. 

ARTICLE TWENTY-FIVE: The Directors shall act through the Board. 
Under no circumstance shall they personally

intervene in the technical, financial and administrative activities 
of the Corporation. 

ARTICLE TWeNTY-SfX: The Members of the Board shall not receive any
ccmpensation for attending meetings. Their 

representation s'n" be ad-honorem. Likewise, they shall not per
ceive ccmissioi .tertainment expenses, and such other allocations. 



-9-


ARTICLE TWENTY-SEVEN: The Members of the Board shall not themselves 
or through intermediaries intervene as promoters or negotiators of construction, purchasing and/or sale contracts for the Corporation, during the time of their commission and

until six months after its termination. 

ARTICLE TWENTY-EIGHT: To be a Member of the Board, it is necessary 
to be a Bolivian citizen and reside in the 

region. 

ARTICLE TWET-NINE: The following shall not seek the position f 
Directors: 
 Senators and Congressmen, those
having contracts with the Corporation, those related by direct bloodsecondbond (up to degree) to the President of the Corporation, thoseconvicted of common law crimes, those having pending lawsuits, andthose having delinquent debts with the Corporation and/or other
 

government institutions.
 

ARTICLE THIRTY: The Members of the Board have the obligation to
attend Ordinary ead Special Meetings. Their unjustified absences to more than three consecutive meetings toorfive meetings in total in a yeez- will automatically relieve them of 

their commission.
 

ARTICLE THIRTY-CVE: The Directors shall be appointed to their posts 
for the length of time designated by their
 

institutions. 

ARTICLE THIRTY-TWO: The Board shall hold Ordinary Meetings, at 
least twice a month, which are to bethe Chairman, and likewise shall hold 

convened by
Special Meetings the number oftimes deemed necessary, at the request of the Chairman or of three 

directors.
 

ARTICLE THIRTY-THREE: The required quorum for the Board's Meetings
shall be one half plus one of the Members ofthe Board, except the Chairman. 

ARTICLE THIRTY-FOUR: The Board of Directors shall prescribe the 
rules to be observed during the Meetings. Theresolutions shall be taken by the Members' absolute majority of votes,except when the legal and statutory regulations demand two thirds of 

the votes. 

The Directors shall not vote in blank, and in the case of disagreements they shall make their position clear in order to have it
recorded in the Minutes.
 

When the voting results are even, the Chairmpn's ballot will serve tosettle the matter. 
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CHAPTER VIII - ATTRIBUTIONS AND FJNCTIONS OF THE PRESIDENT 

ARTICLE THIRTY-FIVE: The President is the highest executive authority 
of the Corporation, accordingly his attributionsare 	to organize, administrate, supervise and coordinate the general


activities of the Corporation.
 

ARTICLE THIRTY-SIK: The President of the Regional Development Cor
poration shall perform his functio!.s in accordance with the present Law, its respective 
 statutes and the decisions
 

of the Executive Board.
 

ARTICLE THIRTY SEVEN: The President of the Corporation will be 
appointed by the President of the Republic,

and 	his attributions shall be the following: 

a) 	Shall comply with and set forth the policies of the Corporation

and 	shall propose to the Board of Directcrs its structure in 
order to attain its goals and objectives.
 

b) 
Shall officially represent the Corporation.
 

c) 	 Shall comply with and 	see that the legal provisions, bylaws,
regulations and operation manuals that outline the functions of 
the 	Corporation are complied with.
 

d) 	Shall convene and preside the Board of Directors' Meetings whether

ordinary or special, and shall settle the votings with even results. 

e) 	 Shall submit to the Board the short- and long-term plans, and the
annual budget for its consideration and approval. 

f) 	 Shall represent, promote, maintain and coordinate the Corporation's
relationship with national and internati.A1 organizations, be it 
public or private. 

g) 	 Shall assume the Corporation's legal representation, shall sign
contracts, deeds, agreements and 	shall purchase property andeffect transfers in accordance with the pertinent legal dispositions 
established.
 

h) 	 Shall forward the General Balance and the External Audit Annual
Report to the National Government through the Ministry of lanning
and Coordination. 

i) 	 Shall direct the Corporation's personnel policy in accordance 
with its internal bylaws. 

J) 	 Shall undertake all those functions inherent to his job notspecified in this Law and which will be established in the

internal bylaws of the Corporation.
 

http:internati.A1


k) Shall preside the advisory and consultation mechanisms to beestablished by the Corporation in agreement with Article 9 of 
the present Law.
 

ARTICLE THIRTY-EIGHT: The requirements to become a President of a
 

following: Regional Development Corporation are the
 

a) To be a Bolivian citizen.
 

b) To have a professional degree or its equivalent compatible 
withthe Corporation's functions and to have experience at executive 
level in the related areas. 

c) In order to be appointed to the job, the candidate will not havestock participation or commerciala relationship with any nationalor international company having technical, economic and commercialrelationships with the Corporation, and in addition will be subjectto the prohibitions established for the aspiring Members of the
 
Board.
 

ARTICLE T-RTY-INCE: In case of absence or temporary impediment of
 
the Chairman, in accordance with the regulations, he will be replaced by the Corporation's highest ranking
official, who shall have the Chairman's functions and attributions 

as outlined in Article 37 of the present Law.
 

CHAPTER IX - COK 
 IES
 

ARTICLE FORTY: The companies 
 organized with the participation of theCorporation will necessarily be administrative, technical and financially autonomous, without incriminating, however, theCorporation's own patrimony, with the exception of the company's paidin capital and those financlal resources invested in- the constitution 
of the company. 

The general policy of these companies will be to seek com-unityparticipation and the further transfer of the responsibility to them
taking into account each particular case in accordance 
with the
 
current legal provisions.
 

CHAPTER X - CGJANIES AND PULIC SERVICE 

ATICLE FORTY-O01M The Corporations will be able to constitute urban 
and rural public service companies. Purther on,these, depending upon the case, shall be transferred to the respectiveMunicial1 Town Hall (Municipalities) or to cooperative-like organizations after the approval of the Supreme Government. These companieswill necessarily be decentralized organizations with an administrative and technical operational autoncey seeking financial self-

Sufficiency.
 



CHAPTER XI - COMPANIES' INCENTIVES 

ARTICLE FORTY-TWO: The cmpanies established and to be established 
with the Corporation's participation shall have 

a right to the incentives and benefits prescribed by the Law. 

CHAPTER XII - ECONOMIC AND FINANCIAL PATRIMONIAL REGULATIONS OF THE 
FINANCIAL PATRI4ONIAL STRUCTURE 

ARTICLE FORTY-THREE: 	 The following will be the Regional Development 
Corporations' sources of funds: 

Ordinary Sources 

1) 	 Hydrocarbons and Mining Royalties, taxes assigned by Law, the 
National Treasury funds alloted in the National Budget. 

2) 	 Those to be established by Law. 

3) Profits, revenues 	 and other sources coming from their operations. 

Special Sources 

1) 	 Sale of private property. 

2) 	 Transfers in their favour gratuitously, donations and bequests. 

3) 	 Those to be created by spetial interim disposition. 

4) 	 Financial resources coming from local and foreign credits and 
from other bank and/or ccmnercial obligations. 

ARTICLE FORTY-FOUR: Those organizations of the public sector that 
generate and collect funds for the Corporations 

shall deposit these in the Corporations' checking accounts at the 
Central Bank branches located at the respective sites of the Corpora
tions, or to the contrary, at Banco del Estado' s corresponding dis
trict office, in its capacity of Representative of the Issuing Insti
tutions, within a period of 30 days as of the date on which the funds 
were generated and/or alloted, and whether or not these act as collec
tion agents of them. 

ARTICLE FORTY-FIVE: The economic financial regime of the Corporation 
shall be subject to the control of the public 

offices as prescribed by the Law: First, control of the Ministry of 
Finance and then audit by the General Accounting Office of the Republic. 

CHAPTER XIII - OPERATIONAL PLANS AND BUDGET 

ARTICLE FORTY-SIX: 	 Before August 30 of each year, with no postpone
ment, the Regional Development Corporation shall 
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submit to the approva:. of the Ministry of Planning and Coordination
the Annual Budget and Operations Plan corresponding to the next
 
fiscal period.
 

ARTICLE FORTY-SEVEN: 	 The Budget's amendments and transfer of re
sources during the corresponding fiscal periodshall be authorized 	by the Ministry of Planning and Coordination and
 

the Ministry of Finance.
 

ARTICLE FORTY-EIGHT: The amount of financial own resources contemplated
for the budget of one Corporation which were notused in the corresponding fiscal period shall be transferred to the
Corporation's budget for the next fiscal 	period. The same criterionshould be applied to income estimated in excess, and that coming fromunforeseen factors which were not expected when the budget was being
 

elaborated.
 

CHAPTER XIV - VARIOUS IREGULATIONS 	OF THE PERSONNEL SYSTEM
 

ARTICLE FORTY-NINE: For compensation purpnses all the paid personnel
of the Regional Develcpment Corporations shall
be subject to the regulations established by the General Labour Law.
 

CHAPTER XV - TRANSITORY REGULATIONS
 

ARTICLE FIFTY: The Public Works Committees and Public Works and
Development Committees are constituted as of this

date in Regional Development Corporations. 

ARTICLE FIFTY-ONE: 	 The total patrimony, rights, obligations, par
ticipations, and stocks 
of any such nature, 	 whicheach one of these Public Works Cmmittees and Public Works and Development Committees presently own, validated in
are favour of the
respective Regional Development Corporation stming 
from these Committees after being 	audited by the General Accounting Office of the 

Republic.
 

This consolidation shall be exempt of all national, departmental andmunicipal taxes which 	 are normally applieu to 	transfer operations. 

ARTICLE FIFTY-TWO: 
 The Regional Development Corporations shall
 
continue, up to its conclusion, with all the
projects and works initiated by the Public Works Ccimittees and

Public Works and Development Committees. 

ARTICLE FIFTY-THREE: 	 The transformation of the present Public Works
 
Committees and Public Works and Development
Committees into Regional Development Corporations, shall not affect

the existing employer/employee relationship. 
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ARTICLE FITY-FOUR: Within ninety (90) days further to the issuance 
of the present Decree, the Regional Development
Corporations shall submit to the Ministry of Planning and Coordination,

for its further approval, the proposed bylaws and regulations that 
will govern their operations. 

ARTICLE FITY-FIVE: Those Development Ccamittees that exist at sub
regional, provincial or sectorial levels, shaJ.fall under the jurisdiction of their respective Regional Development

Corporations, thus there should be made provisions in the bylaws andregulations for an economic as well as financial, administrative and 
technical relationship. 


