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Proposal and Recommendations 
For the Revi1ew of t>e 

Development Lo.rut Committee 

BOLIVIA - AGRICULTURE SECTOR LOAN ....----- ~ 



DEPAr1TMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WA8,..INGTON. O.C. 20523 

UNCLASSIFIED 

AID·-DLC/P-2066 

December 20, 1974 

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE 

SUBJECT: Bolivia - Agriculture Sector Loan 

Attached for your reviev are recommendations for authorization 
of a loan '~o the Government of Bolivia in an runount not to exceed 

nine milljon tw0 hundred thousand dollars ($9,200,000) to assist 
in the financing of the United States dollar and local currency 
costs of an agricultural development program for Bolivian small farmers 
in s~lectad geographic regions. 

This loan proposal is scheduled for consideration by the Development 
Loan Staf'f Connnittee on Friday, I'-ecember 27, 1974. Also, please 
not~ JV - concurrence or objection is requested at the meeting. 
If you a.re a ,:oting member a poll sheet has been enclosed for your 
respC'nse. 

Attachments: 
SUJY'.mary a.rid Recommendations 

Proje..;t A:lalysis 
ANNEX i ·- Exhibit 4 
( t:ie bala1~ce of the annexes will be 

Development Loan Committee 
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Progran Review 
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BOLIVIA - AGRICULTURE SECTOR I ™ 
SUMMARY AND RECOMMENDATIONS 

1. BORRCMER: 

UNCLASSIFIED 
AIP ... DLC/P ... 2o66 

The Government of Boll via (GOB) will be the Borrower. The executin~ 
agency will be Ministry of Cam:pesino Affairs and Agriculture (MACAGJ 
which is charged with the development of the Bolivian agriculture 
sector. 

Four other public organizations will directly participate with loan project. 
Two of theRe organizations are decentralized public institutions under 
the jurisdiction of the MACAG: the National Community Development Service 
(NCDS) and the Bolivian Agricultural Bank (BAB). The two remaining organiza­
tions are ·the public universities located in the cities of Cochabamba and 
Santa Cruz. 

2. AMOUNT AND 'rERJ.E OF lli.E LOAN: 

An A.I.D. l.oan~ot to exceed $9.2 million is proposed. The loan would 
be repayable over 40 years including a grace period of 10 years on prin­
cipal and with interest at 'l!fo per annum during the grace period and 3~ 
per annum thereaf'ter. An estimated 5tfl, of the loan will be converted to 
Bolivian Pesos to meet the projected local currency requirements. 

3. GOALS AND PURPOSE: 

The goal 'of the GOB and the USAID/B Mission in the agricu1tural sector 
is to increase per capita income and to improve the standard of living 
of rural people. To assist in the attairunent of this goal, the sub-goal 
of A.I.D. assisted, GOB J?rogra.ms in the agricultural sector is increased 
factor productivity and increased production of basic food crops and live­
stock produced in the small farm sub-sector. 

The purpose of this loan is: (1) to develop improved technologies and more 
m0dern mariagement practices relevant to the small farm operators of the 
va1leys of cantral Bolivia and the newly developing agricultural areas 
of the lowlands of eastern Bolivia; (2) to extend to these small farm 
operators improved technologies and more modern management practices; 
(3) to bro~~en the availability of and assure the target sme.11 farmer ef im­

proved access to needed inputs, information, financing, and markets; and (4) 
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to develop th~ capacity of the MACAG's Offices of Economics and Sta­
tistics and Planning to generate basic data, analyze problems and 
opportunities, and formulate and implement coordtnated policies and 
programs for the sector. 

4. PRo.rEC'); DESCRIPrlON: 

The Project contemplates the strengthening of agricultural research, 
extension, and the use of modern factors of production through the 
development, expansion and decentralization of essential public services· 
in the hlgh valleys and newly developing Eastern lowlands of Bolivia. 
Projects funds will be utilized to (i) improve agricultural sector manage­
ment, (ii). enhance technological development, (iii) make available credit 
resourcee,and (iv) accelerate agriculture education and training. 
Activitiea to be implemente~ under these four general cqmponents are des­
cribed below. The Project will establish an agricultural production and 
marketing data center Which will improve and expand upon the activities 
currently carried out by the Ministry's Division of Economic and Marketing 
Studies. 'rhe center would also assume part of the marketing data collec­
tion activities currently being carried out by the Ministry of Industry 
and Conuner~e. By employing improved linkages with the MACAO regional 
·and field Qffices, the center wculd improve the quality of MACAG data 
and the timelines of their release, expand crop coverage, initiate crop 
production forecasts in the major commodities and expand the currently 
l~mited analysis of crop production costs. Concurrently, timely marketing­
situation and pricing surveys, covering both product and input markets, 
would be conducted on a periodic basis and the appropriate data dissemi-. 
nated in timely fashion to local producers and marketing elements. While 
the activity of this data center would essentially be national scope, initial 
priority wo~lld be assigned to the needs of the basic cornmodit ies and target 
groups addressed by the other project components. 

Parallel to the activities noted above, this Project will assist in the 
expansion ~nd improvement of the MACAG's sector analysis and planning 
c11pacity. 

The Project will strengthen agricult'llral research and extension services 
and expand the use of modern production factors, principally through a 
strengthening expansion, and organizational decentralization of essential 
public services to the target clientele. This will involve the creation 
of three s~rong departmental (geOBTaphical) units in Cochabamba, Sucre 
and Santa Cruz, organized administratively into MACAG("regional ::;ervice 
centers"). These centers will focus on the development of crop- ~pecific, 
small-farm level technologies to be disseminated via an integrated delivery 
s:r~tem consi.:>ting of expanded extension services, new credit resources, 
increr-sed avsl.labilities of u;.odern inputs, assistance to cooperative 
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organizations, market and price information servic<':~, an expanded iH.'!en 

improvemen~ program, etc. These center would draw upon and coordinate 
the related services of MACAO• s research a11d extension services and semi .. 
autonomous public agencies, such as the Agricultural Bank, the National 
Community Development Service, the Colonization Institute, as well as the 
research capabilities of the two Bolivian University agricultural faculties 
in Cochabamba and Santa Cruz. 

Project funds will be used to establish a credit fund designed to meet 
the short '!md intermediate-term production credit requirements of the 
target grl.)up. Such credit will be .made available tu groups of farmers 
on a COOJ:Jerative basis, as well a~ 1;o individual borrowers under directea 
credit programs. 

Interest rates will be established in accord with the GOB's more general 
credit policy, currently 13%. The spread between tnat rate and the AID 
loan interest rate will be utilized to cover the administrative costs of 
disbursing, r.ollecting, and accounting for sub-loans, and to establish a 
bad debt reserve. The Agricultural Bank of Bolivia will serve as the 
fiduciary institution and bear the credit risk, However, the BAB will 
rely on local credit committees, which will include government officials 
such as agricultural extensionists, cooperative agents of NCDS, ond local 
community leaders for assistance in establishing regional operational 
guidelines and for guidance in cred:lt decisions. These agents would also 
provide suparvision and direction directly to loan clients as part of the 
supervised production credit program. The fourth component of the Project 
involves the upgrading of the professional and technical capabi.lities in 
the related units and inst:l.tutions directly concerned with the Project. 
That effort will include extensive in-service training activities to be 
carried out pl'incipally under the separate technical assistance project 
ar,a th ugh 1hort and long-term external training under this Project. 
In total it is.'proposed to train under the various pToject components 
approximately 25 E.Jlivians ~o the MS level and approximately five to the 
Ph. D. level. '.i'entatively, this distribution includes eight in the field 
Clf agricuJ.t.ural ec0norrJ.cs, policy end planning, credit and marketing; 
J 2 in the plf~nt sciences, six in animal sciences and four in agricuJ.tural 
exten::ion ond education. 

The specific activity under thb proJer't component n:latec to the ncr:n to 
improve the quality of agricultural grerl:lates from the Bolivian Univf'rdty 
system. 'fhP. two p:cincipal 1mi ver.si ties with agricultural faculties nre 
both witr.in the te1·p.'t area of this Project, CochAbambe and Santa Cruz, 
anc.~, a:-=: note._~ earlier, this P1~oject envisions their increasing involvement 
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in the ~ansion or agricultural research. For these universities to 
become more useful to the sector program, there is a need to.expand their 
related curriculum to include new courses in farm management, c~edit, 
marketing, etc., and to improve the quality of their instruction in the 
plant and animal sciences. Assuming satisfactory mutual accord on the 
upgrading of' the related curriculum and the relation of the :faculties 
to the work of the regional service centers, loan funds for both short 
and long-term training would be made available to initiate the faculty 
training programs specif'ica~ related to the objectives of the Project. 
Approximate]¥ 6 faculty membero would be candidates to receive MS level 
and suppl<!mentary trainin« in the following areas: a) plant sC'iences ( l~.) 1 .. 
animal scie:1ces (2); c) aE?ricultural ec9nqnics (2);· and d) r1arketing (2). 
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5. FINANCIAL PLAN: 

The coat r:f the Agricultural Sector Project is c?stima.ted at $11~, 850, 0001 
with a GOB input of $51 650,000, representing 3f!lfo of project costs, and an 
AID loan of $9,200,000. 

a. Proposed Use of If>a.n Fund! 

About 44% of AID loan funds will be used for foreign currency procure­
ment (Ain Geographic Code 941 sources) of equipment, materials and vehicles, 
participant training, technical assistance and feasibility studies. A 
small par-I: of the credit fund will be identified directly with products, 
mostly chemicals, of known U.So source and origin. About 56% of the loan 
funds will finance local currency costs of the pro;ject. The largest part 
of this wi.11 be devoted to the credit fund ($3.5 m:Lllion) and to engineer­
ing and t'.!onstruction ($1.370 million). In both caises there will be some 
indirect foreign exchange costs, difficult to measure. 

The GOB contribution to the project will include new salars and operat­
ing costs, a contribution of $1 million to the credit fund by the Agricul­
ture Bank and funds for the seed multiplication :f'und and f-~ ...... i bili ty 
studies. All GOB expenditures are expected to go :for local costs. 

b. Tabular Summary: of Financial Plan 
; 

The ~ollowing table shows the project cost breakdown by components, 
foreign ex~hange and local costs and by loan and GOB financing. 

Component 

DE1'AILED FINA1'iClAL PLAN 
(us $ ooo) 

LO A N 
FX LC 

I) Impr1JVed Sector Management 

A. Ag:-ic. Data & .Mktg .. Info 

Ma.terials 9-nd Equipment 
\'el'> s 
2alar:: e1: tL'1d Operating Costs 

rt~cipar.t Tra'ning 

i..1. fr'l tc;y and. Ple..nnine 

Vet~_cle 

Saller ies :,wi Oper::itL>.: Costs 
Part_;_c .:._par:t Tl C1.ir1ing 
Technical Assistance !lL m/m) 

I 

200 
75 

50 

90 

100 
70 

-6()0 

G 0 B 

500 

300 
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CO!!Pon~nt L o an GOB 
-!£ -FX 

II) Technological Development 

A. Agricultural Research 

Engineering & Construction 500 
Materials & Equipment 550 
Vehicles 100 
Salaries & Opera.tings Costs l,300 
Participant Training 350 
Technical Assistance 

(41 m/rn) 205 

B. A.gricultural Extension 

Engineering & Construction 5i0 
Materials & Equipment 250 
Vehicles 135 
Salaries and Operating Costs 850 
Participant Training 150 
Technical Assistance 

(18 m/m) ~ 

c. Se~d ImErovement . 
Er:.gineering & Construction 100 
Mn;cerials & Equipment 150 
Vehicles 150 
Salaries 1rnd Operating Costs 300 
Multiplication Fund 200 

lJ. S 1 I;' T . . maL_ .L anr.er raim.ng 

E'.1gi~H:c-ri!~~ ,~ Construction 200 
Mat~:..~ials & Equipment 100 
Mob:.1.le Units 100 
SalRries and Operating Costs 400 
Partici;;ant '.!?raining 50 

t;' fl~a::-k.et tng Devel:2,Ement .i. ... 

Fea::: _:. hl li ~.i ::>tudies 250 100 
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·Lo an GQB 
Co§onent FX LC 

III) Agricu.ltural Credit 
I • 

A. Supe,rviered ~eduction Credit -
Loan Capital 500 3,500 l,000 
Vehicles 100 
Technical Aesiata.nce 

~40 m/m) 200 
Salaries & Operating Costs 650 
Participant Training 100 

IV) Agricultural Education 

A. Improved University Pre,fa.J:'~.tion 

Participant Traini1:g 200 
Salaries & Op'er.at:l.ng Costs 20 

TOTALS . 41 o8o 5, 120 5, ~~Q:wt!! 

SUMMARY Ol'' BENEFITS: 

The inte!'nal rate of return to the project, which quantified only the 
increase in net returns of target. farmers and ignores such other benefits 
as gair:~ from sectoral. management., is calculated i;o be 45.4%. Annual 
iu~ome increases for the small fa.rmer, i.e. net income defined as gross 
value of output minus cash input costs, are estimated at about 25% per 
annum for tho~e inv::-lved in the project. Food availabilities in the 
departmer:i;al and provincial capitals of the target ru·ea should increase 
by about 2c1o. Total output of the farmers in the target area should 
increase by t11e end of the project implementation plan 1Jy about $20, CXX), 000 
or four times the initial credit allocations. 

7. PROJECT BA :::KGRCUTID: 

Currentzy tl1e agriccltural sector in Bolivia, with about 90 percent of 
its farmers annually cultivating perhaps' no more than three to four 
hectares, proY:i.des a livelihood for two thirds of Bolivia's population. 
Yet, the sector CQntributes less than 20 percent to Gross Domestic Product 
and per capita outp:1+, of food is about 15 percent below the average for 
Latin A~er~ca Internally, food demand is increasing at about 4 percent 
annually while domestic food production haF; been increasing at less than 
2 percent per yee.r. 

The Sector .As&esB1i1eLt has identified a se::.--ies of major problems retard­
ing the develcpme~t of the agricultural sector, including the follo~ine: 
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a) inadequate research and extension activities necessary to 
develop and deliver a. technological base to support development of 
a. modern agricultural sector; 

b) absence of a sufficient number of well T,rained scientific and 
professional personnel in public a{5encies serving the sector; 

c) Low skill levels in the rw:-al labor force:: which limit :ita 
capacity for particj.po.ting in the modernization prC'cess; 

d) limited availability and high cost of modern production inputs; 

e) lack of credit resourcesto firance modern production inputs 
and ";he absence of an effective syntem for distributing credit in the 
smaL :::'arm sector; and 

f) poorly organized public services serving agriculture, lack of 
sufficient budget support for thoirn services, and an inadequate plan­
ning ca.pltcity in the Ministry of Agriculture. , 

LargeJ..y as a result of these constraints, Bolivian agriculture has 
been inc!'easingly characterized by a dual economic structure with rapid 
development of large scale modern agriculture in the Santa Cruz a.rea 
and a small farm sub-sector that is only slowly being integrated into 
the modern economy. lDW and stagnEU1t levels of productivity, inadequate 
family income, poor nutrition, and limited capability for supply response 
characte :-h:e the email f n:m sector., 

Recognizing that the abcr,.re constraints are interrelated, the GOB's 
emerging :ong-run strategy for agricultural development has the follow­
ine; four principal components: a) to encourage a shift to more modern 
producticn ~ethods in the small farm sector by developing an improved 
technology relevant to the needs of the small fa1m sector and by 
encouraging increased u.tilization of modern production inputs; b) to 
develop human rescurces available to the sector through better educa­
tion at i:;he primary and secondary level in rural areas, increased 
opportunities fer agricultural vocational education, improved agricul­
tural university level training} and ~ore effective adult educu.tir;n 
programs ;;rovid::..ng m0re releva...'1t agricultural 

informa ... 
t:..on to larger nurnbers of' rural people; c:) to provide a. policy environ­
raent whit>h ensu":es adequate economic incentives f'or investment in agri­
C\;<..lture ~r,d ".n;::..ci1 :' .. c,:mduc..'·1e to greater private sector participation 
in both a!~:ric"J1 tu~al prr .. ductj_on and marketing activities; and d) to 
irr.prcve t~1e public ser.·5.ces directed toward agriculture through reor­
ga"',izing a.:.1d & trr:ngthenlng ,,;avernment pro~rams which afft>ct rural 
pe::1_ple. 
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Aa ex:plained in the Sector Asse&3smEmt (pp 278 ... 279), the constraints 
listei:l above are highly :!interrelated, the:refore AID' s oyerall sector 
assists.nee strategy is designed to address several bottlen~cks aimul.M 
te.neously. This proposed Sector Loan, along with a proposed grant 
finan~ed Technical Assistance Project, are directly related to the 
followiag three of the five sets of priority development problems 
identified in both the DAP and Sector Assessment as of particular 
concern to the USAID program; a Se~tor Manaseme~ b Ke Cro 
Production and Marketin and c ~ricultural Education. For a 
fuller discussion of these development problems, see pp. 291, 295, 
and 298-300 of the Sector Assepsment.) 

The particular mix of activities to be undertaken under the first 
Sector !Dan represents those programs which, in the judgment of the 
Mission and MACAG, can effectii.vely utilize the planned inputs and 
at the srune time have a significant impact on easing the interrelated 
constraints noted above. The phasing of future sectcr programs to 
address additional problem areas such as small farmer organizaion 
and farm-to-market transportation is discussed in the Assessment 
(pp 289--302). l!1asmuch a.s this proposed loan and the proposed new 
grant program are mutually supportive, it is of course assumed that 
these two elements of the assistance program will go forward pa.ri passu. 

8. OTHER DONORS: 

The Export-Import Bank, the World Bank Group and the Inter-American 
Bank have indicated nc interest in financing this project. Both the 
World 13':1.!1}~ Q,nd the Intera.meric.an Development Bank are active in 
otter prcgrams in the Bolivia.1 Agr:.cultural Sector anci the various 
agency plans take into accolU1t and are designed to support and complement 
each other. 

9. I:CJAN ADMINIS'.I'F.A'l'ION: 

Sta~1C.ard P. I. I , lor>.n sbursen.ent a.nd procurement pr:::icedures nre expected 
be followed. Engineering a;;.d construction ·,.dlJ. be contracted for. 

St'9.nd,n,:rd procedures will be used for material, equipment and vehicle 
procurement with most cf it procured by Letter/Commitment/Credit 
r.echniq_ues. We ll have compl1:;te Lrtplernentation .md evalw1t1'''1 f;ln.n:> 
submitted. ty t:-:..;; Bor.:C"Wer ci .... "1d npproved by USAID for e.;ich C(1Ifl!J<..>'1r;nt 

befo~·c ar:;:; disbtrrsell:er1t is made for that componer.t. 

10. §TATl]TORY CRITERIA_: 

.<:, r.avf:'. been met, (see Annex Exh:..bit 3). 
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ll. ISSUES: 

As indicated in the body of this CAP the issues raised by the Intensive 
Review Request and the IRR cable have been addressed and resolved. 
There remains an issue as to the level of lending for the Credit F\md. 
Assuming fully successful implementation of the Project, availability 
of credi't t .... assist farmers turn to new technolog--.f could limit 
project success in the fourth year. The question then is whether 
the loan should be increased at thi.a time or the problem addressed 
in later assistance. 

12. RECOMMENDATIONS: 

On the basis of the conclusions of the Capital Assisatance Committee 
that this project is technica1-ly, economically and financially sound, 
it is recr:mnnended that a loan be authorized to the Government of Bolivia 
in an amount not to exceed $9.2 rr~J.lion, subject to the following terms 
and condj tions: 

a. Interest and Tenns of RepB..Y!!!eni~ 

The Borrower shall repay the loan to A. I. D, i.n United States dollars 
within forty (40) years from the date of the first disbursement under 
the Loan, including a grace period not to exceed ten (10) years. 
Borrower shall pay to A. I.D. :ln United States dollars on the outstnnding 
balance of the loan interest at the rate of two percent (z%) per annum 
during the grace period and three percent (3%) per annum therea~er. 

b. Other Terms and Conditions 

In adcli tier; to the stsndard conditions and cove~ants associa.tf::d 
with P.. I. D. lEnding, the Loan Agr~ement should include the following: 

1. Cm1di ·-ions 

a. fl'ior to the .:c~irst dis-Dursement or tbe issuance cf any cormnit­
ment documenr,:: ·_u-.der the Loa:J, the 3orrower shall submit to A.I.D., ir. 
form anti Juts t.J.nce E2tisfactcxy ta A. I. D.: 

( i) e\·idence of 9. bud.getary plan which, during the life 
of t~1e FrL\j£~ct, j !",-::reases the o.gric-u.lture su·tor budget to levels a.dequatL 
to provide for .. !;'.1.2.r,; }_ncreas2s of existing personnel, hiring Gf new 
pe .. ~!'!onnel, AI. D. program co~:t.erpart requirements, prog1·run operations, 
i"'ld larger ~}11 .. :.i: .citic::-.s -cc f:l. eld activi. t.ies of direct benefit 'to small 
:fa:cmer£ ~ 

(Li; e\·j_dence oi" Hgreements between the MACAG and the 
.5ecc;1 tr:;: l Zt :1 ~, 1_'.:J:! ic ir:s Li tu:d ,)ns, including the NCDS and BAB, and the 
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Unive~sities in Co~habamba and Sa.~ta Cruz which set forth their 
respective roles, responsibilities, and contributions to the Project; 

(iii) evidence of a Supreme Decree establishing a separate 
supervised credit fund wi thir: .'ne BAB for the b-=nefi t of the small 
farmers of the Project area; :.md 

(iv) evidence of the design and establishment of an 
adequate system of accounting, budgeting, and auditing procedures within 
the MACAG. 

b. Prior to any disbursement or issuance of any commitment 
docume11t1:3 lLJ.der the Loan for any purpose other than tc finance consult­
ing enginerring, design, or technical assistance services, the Borrower 
shall submit to A.I.D., in form a...l'ld imbstance satisfactory to A.I.D.:. 

(i) evidence tf a. time-phased implementation plan 
(e.g. a PERT or Critical Path) for the Froject showing interrelation­
ship with •.rnd priority relative to other components and activities; 

(ii) evidence of a time-p11ased plan to reorganize and 
strengthcr. agriculture sector public services which is designed to 
eliminate duplicative c:ffcrts a.!1d improve operational efficiency; and 

e. Prior tG any disbursement or issuance of any coJl'l.lllitment doe­
unients ur.rler the lean fer eauh sub-activity, a time-pha~ed implement~tion­

"valuation plan fe!" each 3uch componem:. or activity ·Of the Project com­
plfllm~ntary to the Pr1tjttot pl9n d.~s'1ribed in ~ub-paragraph 2 (b) a'oov·e.' 

r, 
L • 

the Borrewer ahall covenant: 

'. i) that :he :'...r-1crec..se(~ agric·~. :_turaJ_ sector budf::-:.-t 
• cqi_;_:;_L,,.-: '-'J tht> .Y~~ect '.t•:·~re wiJ_2_ be provideLi a7, ':'.:i:: le ;els i!";di~r;:t,{;d 

-'..ne.c-: :_v. a:-1d t.f 1t thc.s<:; l::»'els will be m~inta:!.r,ed a:'t.er the termirn.1.tior1 
of tr· e ;, , -.;: _ Ii • l.,oar: ; 

' ~ _:, +,c :Jrov:l 'lt'. 'lc:eqt..:.ate st:.aff' 3rd B'.lppr,rt r.Jn ~J. t,irr.l~ ly 
~,:;,sL· i~c., L .. ..:c.!:.:_..:._~_5 c.he v.;_c:A~' s Agricul turaJ. ::.tatistic::; and l'l1Jnr1.ir1e 
Cr'fi,-·<·s, f?'S£.-::1·c;}-. a.td ~-xtensicc ~<·~·-,-ices, and Aault Education Units 
which wllJ re E.~ttache<: tc.1 agric~Lltural service cent;em; 
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(iii) that the interest rates charged to any sub-borrower 
will be equivalent to 13.0'% or such other rate as the Borrower and 
A.I.D. may establish through f\l.ture arrangements, except as A.I.D. Dlay 
otherwise agree in writing; 

(iv) to maintain the newly created credit fund for 
small farmers in the Project area at an amount equal to the peso 
boliv:l.anos equivalent o;f the doLlars disbursed to the Borrower by 
A.I.D. for the fund; and 

( v) that funds will be me.de available to the newly created · 
credit fund, on a timely basis, to fund any shortages that may occur 
in carrying out the Project. 

(vi) Borrower covenants to provide price policies which 
will provide incentive to production on the part of the affected 
gro~p in~luding consideration of the cost of the group for needed 
inputs, and, fertilizers, pesticides, etc. and the cost of credit. 

13. COMPOSITION OF THE CAPit'AL ASSISTANCE COMMITTEE 

Larry T. Armstrong 

J. R. Moffett 

Hasa11 A. Hasan 

David D. Bathrick 

Angel M. Diaz 

Douglas M. Jones 

Loe Eckersley 

Racdolph L. Mye 

Pobert ~. :-•rnbis 

Lawrence: R. Ee:,rnman 

Dr-t r·ted cy: 
I )ll; 

Cap:!.tal Development Officer, Pro;ject 
Coordina.tor, USAID/B. 

Food and Agriculture Officer 
Chief, Rural Development Division 
Engineering and Transportation Div. 
USAID/B. 

Chief, Community Development Div. 
USAID/B. 

Deputy Progrrun Of:t'icer, USAID/B. 

Agriculture Econcmis+,, USAID/B. 

Financial Analyst, USAID/B. 

Zcon'.JJY.ist, USAID/B. 

1\gricultural Ecoi:omist, AID/W/LA/DR 

"~a.:;:J~ tal De·;eloJ.:'J1ent C"fficer, AID/W/LA/DR 

Lc,_rry 7, Arr:!strong 
12/16/7!; 

u 8l'n .R. OJ.es or,, Director, USAID/B. 
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As discussed in the Agricultui·e Sector Assessment, the basic, 
GOB agricultural sector goal is to incresse per capita income and to 
improve the standard of living of X'Ul'aJ. people. To assist in the 
attainment of this fi:Oa1, the sub-goal of A.I.D. assisted GOB programs 
in the agricultural sector is increased factor productivity and in~ 
creased p ..... oduction of basic food c:ropa and livestock produced in the 
small farm sub-sector of the intermo\Ultain valleys of central Bolivia 
and the developing agricultural areas of the lowlands of eastern Bolivia. 

2. Pro.ject Py.rpO~,! 

The specific purposes of the AgricultQre Sector I Loan are: 
r) to develop improved technologies and more modern management pract:l.ces 
germane to the small farm sub-sector of the valleys of central Bolivia 
and the newly developing agricultural areas of the lowlands of eastern 
Bolivia; b) to extend to small farm operators in the specified regions 
improved te.::.hnologiee and more modern management practices; c) to broaden 
the availability of an.I.assure the target small farmer improved access 
to needed iOJ1uts, information, financing, ond markets: and d) to develop 
the capactty of the MACAG 1 s offic~s of Agricultural Statistics and Plan­
ning to generate basic data, analyze problems and opportunities, end 
formulat~ ond implement coordinated policies and programs for the sector. 

To achieve the purposes Jf the Project outlined above, the 
following items will be financed from A.I.D. loan funds: 

1. the establishment of' a revolving credit fund to meet the 
short and inte:.:mediate-term :production credit needs of the small farmer 
target groap; 

2. the creation of Agriculture Service Centers (ASC) in Co­
chab~mlba, Suc:-e, ?.nd Santa Cruz and the development and improvement of 
related sl1:pport facilities by eJ.ther renovation or new construction: 

3. the pi~ocurement of equipment, materials and vehicles to 
enha.1ce tr.e capability of the tAJ,cP.G 's Agricultural Statistics and Planning 
Offi.c-es and the ft.SC 1 s and their related supporting facilities. 
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4. the provision of short and long-term participant training 
for selected personnel within the MACAG's Agricultnro.l Stetisti~R and 
Planning Offices, the Bolivian Agriculture Bnnk (BAB), the agricultural 
faculties of the Universities of Cochabamba and Sunta Cruz, as well as 
within other MACAO units and institutions· related to the Projecti 

5. the procurement of teehn:!.cal assistance to tmprove the 
MACAG's agricultur$l economics and administrative capability; the ASC's 
capabilit.y in the fields of research, pl.ant and animal sciences, and 
extension; and the operations of BAB offices 1~ the geographic areas of 
interest; &nd 

6. the execution of feasibility studies in the area of marketing 
emphasizing marketing problems and possibilities withln the P-coject'S target 
group and cormnodity focus. 

3. Fationale 

Cv.rrently the agricultural sect.or in Bolivia, with about 90 
percent of its farm families annually cultivating perhaps not more than 
three to four hectares, provides a livelihood for two-thirds of Bolivia's 
population. Yet, the sector contributes less than 20 percent to Gross 
Domestic Product,and per capita output of food is about 15 percent below 
the average for Latin America. Interr.al.ly, food demand is increasing 
at about 4 percent annually while domest:l.e food prcJuction has been in­
creasing at less than 2 percent per year. 

Th~ Sector Assessment has ident.if ied a series of major problems 
retarding th~ development of the ngT1c:t.:_1turaJ. sector, including the 
following: 

\ 

a 1 inadequate resear<:J1 anc e:::tension activities necessary to 
develop and deliver R tec~rnological. bt>se to support development of a 
modern agricultural sector; 

b) absence r)f' a su_ffici c:·:t ;:;.:.:nber of well trained scientific 
and prof~srional persorme:l. in public agencies serving the sector; 

c) ~-ow skill levels j_n the ru:cal labor force which limit its 
cap:.3.2:tty for pPrtici.p:=iting in tnc rr:odei~:·1izatio:-i process;. 

d) limited uce and availability of modern production inputs; 

e) lack of -::re di t re:sot.<...-rces t. 1~~ fi no.nee modern production inputs 
ari<~ t::·': &.::-"encP of ,,,-_ .-=:ffect1ve :syst.e:n for distributing credit in the 
. x::i 1] fe rm sect~:··; anci 
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f) poorly organized public services serving a~riculture, lack 
of suffi~ient budget support for those services, and an inadequate plan­
ning capacity in the Ministry of Agriculture. 

Largely as a result of these constraints, Bolivian agriculture 
has been increasingly characterised by a dual economic structure with 
rapid deve.lo:pment of a. small but modern large- scale agriculture sub- sector 
in the Santa Cruz area and a large 7 small farm sub··sector that is only 
slow~ being integrated into the modern econoll\Y• Low ond stagnant levels 
of productivity, inadequate family income, poor nutrition, and limited 
capability for supply response characterize the small farm subMsector. 

Recognizing that the above constraints are interrelated, the 
GOB's emerging long-run strategy fo~ agricultural development has the 
following fcur principal elements: i) to encourage a shift to more modern 
production methods in the smaJ_l ffcm sub-sector by dev·elop:i.ng an improved 
technology releva_nt to the needs of that sub-sector and by encouraging 
increased utilization of modern p:coductton inputs; ii) to develop human 
resources available to the sector through better education at the primary 
and secon.iary level in rUl·al ere as, 1.ncreased opportunities for agricul­
tural vocational education, improved agricultural university le•rel training, 
and more effective adult educatior: p:togrruns providing more relevant agri­
cultural information to larger nuJ1•b.:ir of rural people; iii) to provide 
a policy environment which tnsurcs adequate economic incentives f'or invest­
ment in agriculture and which is conducive to greater private sector 
participation in both agrlcultm'al :production and marketing activities; 
and iv) to tmprove the pnblic servicc:s directed toward agriculture through 
reorganizil1€, and strengthening gove:tnrn-ent programs which affect rural 
people. 

As explained in the Sector fa,ssessment, the constraints listed 
above a.re 'ligh::i_y ir. t·~rrel11ted, '.:':~e.:.·,_::fure, f\. I. D. 's overall sector 
11ssistance strategy is deuigrted t.<) ~~'dress several constraints simultaneously. 
This /\.grical ture Sector I Lonn :1Lx~;:; wj th a proposed grant ftnanced Tech­
nical Assistance }'roj<.~ct (see Bf· ;:i.: ?oods Production and Marketing PROP 
of October 7, lT(l~) is dirt~ct:~ . .y :·e: L, ~.ed to the following three of the four 
sets of priorit:y, long--term deve1o.:;::,,':nt problems identified ln both the 
DAP and SeC'"Gor .',sse.':.:>ment r.s of p0::.~·cicular concern to the USP.ID program: 
Sector M.anagc.:ment, Key C:r-_Jp Product~.·~;n and Marketing, and Agricultural 
Education. (For a fullel' discus:::.ic: 01: U:.ese development problems, see 
pp. 2':11··195 and ?98.,300 of the S;::c:.,c;r /,:.sessment.) The phasing of future 
sector programs to nddres;; n:id.:i. '.,io;,<:~:,. 1).i'.'Oblem areas such as small farmer 



- 4 - UNCLASSIFIED 

organizat1.on and farm-to-~ket transportation is discussed in the 
Assessm.er.t (pp. 289-302).Y Inasmuch as this proposed Loan and the 
proposed new grant program are mutually supportive,, it is of course 
assumed that these two elements of the assistnnce program will go 
forward together (see I, D, 3 below). 

Critical to the successful utilization of the assistance proposed 
under both the grant and loan project elements is the need for the GOB 
to take the steps to strengthen its ovm staff both in terms of nwnbers 
and quality, to provide adequate budgetary support for those act!.vi ties 
towards which USAID assistance will be directed, and to further rationalize 
the sector's public services. As p?rceived by both the Mission arid MACAG, 
this will require, linter_ .a.J.1~: ( i) the release of a limited number of 
current ~iACAG staff to take advanthze of training opportunities; (ii) 
substantial salary increa3es for professionally qualified and technically 
trained personnel to avold tlrn 11bra drain11

; (iii) additional permanent 
staff augmentations to t.ntp'.flOrt ::.;elected Bctivities ur..der the three priority 
assistance areas described above; (iv) incree-1sed operational budgets, es-
pecial.1¥ in support of extension :research f1.mctions; ( v) improved 
agricultural planning nnd inf'ormf\tlc;n systems; and ( v1) selected reorganiza­
tion of th~ various public servic8s for agriculture. 

Th".! GOB recently has dmwr;o:tratod its concern i''or tra:provlng 
agricultural public se1·vices by coh:c.olidating the MACAO (previously con-
sisting o'!: two Minlstrief;), expn :.g the responsibilitit.•s of the National 
Community DevelopmPnt Service ( } , and tncreosing sala:ries and operating 
budgets in the extension ser'flcc. .1rther GOB actions upon which the 
proposed essistance program wouJd b(! ccndi tioned a.re discussed in the Loan 
Administretlon section c:f th~ _ . Vost hove been inclt1d.ed in the GOB' s 
Loan Application ( se~ J\rinex 1) ,i';;" L ~~). 

B. Proj ec.L F:9£~.§. 

Given ~~'..~' scopt: ()f' t'.;e :;1,;r: ~-: :: ' , ~:·1'oblem, USA ID has determtned that, 
in order for t.ti progrr.un to ,_ ,>:able, initial activtty shOLtld be 
focused on li.m1ted e-rea:: m,d :~ rops. We fully expect however, 

l/ The Mission ir~~~uHL ~ _; f'ou..rth long··term prio:rity developmer;t 
reciui r.c:rncot,. Smal]:_)i:_. thrc11;gh th'.~ proposed Small Farmer 
Org•q1• zatio:Q Ir11;:rcv;:•m2: l ; -~':tn l'.:,:·i 0.r: a1: :·icult.ural cooperative development 
~-.fchr..i,:.r1l ai:sis.< ·1: .11nc. '<C1f:.'!:'F::~ ··::ti pl.::, 1rner1 for FY-·1976. A fifth priority 
df"r101'1me:it. .t'.u, <: '~ .1 ~ •. ))~i.um_Ier1!~_Su12p;L.y Res:eon~ in the 
, .. ~:css:nent 1 i. a(', lr·.'.s:;":"·d b; i9·r5 Ea sic Focds Production Lean. 

1 ' the ;:·ro1·-c e;; . (!'.212. :~ ~1_:·1d_..!~.Efiltiqg is also addressed 
-~:e prop0c."', · . , , , i·'.<i · · r ·1 ;n-~.21:- Foads Loan 
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that the p!"Ogress made and lessons learned will be applied elsewhere. 
The initial focus is described below: 

1 ~ g_eograJ¥11c Area 

With the exception of the sector management component which is 
national in scope, the areas of conci:ntration of the proposed Loan would 
be the valleys of central Bolivia and the newly developing agricultural 
areas of the lowlands of eastern Bolivia. As shown in Annex VII, Exhibit 11 

the principal areas of t.nfluence of t.he Project represent a '.;r~engle in 
Central Bolivia, with services emanating from the service cer·ter complexes 
headquartered in the cities of Cochabamba, Sucre, and Santa Cruz. As 
discussed in the Sector Assessment, ijhe reasons for concentrating on 
these regions include the following: 

1) The central valley region is one of the poorest and moat 
overpopulated in Bolivia with serious fil!Q!;fupdia problems and a stagnant 
technology. About one-third of the :rural population lives in this region. 

2) The central Bolivian lowlands, with an extensive land resource 
base, has th,; greatest potent"f.al for rapidly increasing agricultural pro· 
duction, as well as for absorbing sii:;nificant numbers of rural migrants 
from the overpopulated valley and Altiplano regions. 

3) Many of the principal crops produced or capable of production 
in these regions are critical to improving the nutrition of both urban 
and rural poor, while others are important in saving foreign exchange. 

4) These areas are ~ coem of the larger agricultural and 
rural development problem in , nnd the ex:perience gained under 
the proposP.d Project can be applied. to other areas. 

5) The two regions fire ::'.i: .. l::.ed by an all weather road Which 
facilitates movement of people cn.:i °;)L'oduce, nnd there are strong marketing 
linkages between the two regions. 

6) Both regions i~eve or universities with agricultural faci-
li.tie~. 

f.m.:o:msi~' will bi~ gL•m to conunodities for domestic consumption 
that: ( i) RrP currently or pm:.e:rc,ially important fa.rm enterprises for 
the target t9rmer group: (ii) ('(,:itribute to satisfying the nutritional 
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needs of both rural and urban conswners 1 and ( 1.1 i) ot'fer significant 
potential for increasing farm incomes in rurnl orenn. Four ~111naen 
of commodit.ies meet thf'ee criteria.: ba~1ic grtt11w, ot lueedt1, vegetablt• 
crops, and Animal proteins. More speciflrally, prlmol'y ·attenilon will 
be given: (i) to methods of increasing production of corn, wheat, rice, 
soybt:ans, a.nd peanuts, (11) to production systems which give attention 
to high-income yielding vegetables, and (iii) to improved management 
practices to increase the output of dairy products, poultry, and pork. 

The primary target group toward which USAID assistance would be 
directed, both under this L.onn and the complementary grant project, is an 
estimated 2001 000 rural families in the small--farm sector of the central 
Boli vi.an vall,,a and the newly developing lowland area north of Santa Cruz 
in the or!ente. This group accounts for about 1/3 of the rural population 
of Bolivia. While the larger i--art this target group is located in 
the vallews,the recent growth of e small farm sect.or in the oriente and 
the agricultural opportunities offered by tnis region warrant attention 
to the nev~lopment problems of this group as well. 

Among this targ2t group traditional production techniques, re­
maneP.t of the ancient Incan civilL:.ation and colonial period continue 
to be used on small ho~dings whictl often are no more than 1-2 hectares in 
the •;al]eys and 6-8 hectarei:> in the L~1t~~· Crop production is the 
principal subsistence nctivity a limited share of farm output 
being surplus to the ff\ffiily's Livestock are of secondary im-
portance, and consist meir;ly of ba:1~nyard animals. Labor is the most 
important fuctor cf p1·oductton. 7.<n11y laLor, sometimes augmented by 
:resources from a trndl tiona.l corit<~•'-'.:1i ty labor po:.>l, or less .often hir~d 
to 1nt>et sN1so:irrnl rwed<·, is u:;e .te·1':5.vely in lan:i preparation, seeding, 
insect and pest cnntrol 1 h'1rvest:i 1 livest•x:-k management, marketing, 
and in domestic &f't.ivi .cl'~"' :nch '::o: w0 Hving ~ml spining. The level of 
investment ir f'b:e3 ':JpJ ts 1 ( r r1:!.rnr, c:. amchines, b1Jildings, irrigation 
facilities, ':'.t. - • ) L, lciw; 11:.d, u. i.n, reprr sents J>I heavy investment 
of t.Le farmers r own labor n~:0ttTce: . Primit.ive plows and digging tools, 
nutive va:rie~> cf :...er::~, ".WJ :Li·:0:.:.L-:k bree<ls long indigeneous to the 
~011; ineut Y·:-edom~ ::'.'~te, r'c·:r;; ;1if: s ~1nd, consequently, resource produc­
!-,3.vi ty anr: farm in<'cuv' ge ,c.-:·&11~· !' 0 low even l>y Latin American standards. 

T:i•. c:~ ~nre pid 1 !'.~~ t: .. ~,.c • \:; PN'oimistic; but the fact tr1at 
a s.;iell r1··.'.'porrJl:).• r r fnrmt~r::: hc:nre P.;~',ptui improved varietie~:l of seeds, 
that ':.!1<' bciit t1 t'; o:'' fertiJlz,'r ~::F an/! irrigation are beginning to be 
l'O(d:E w:ld~:i:, J·ecosnized, a!1d thnt :w:"IJ'·rr1 te(~hnologies generally have been 
:?roven t .. 't·<? B·~81Jtt;!.;1~ t;. .:.~ re:;o:.t.rc~~ bese of the t1":-get farmer suggest 
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that an Etffort to develop an improved technology and make nvatlable the 
requisite production inputs at reasonuble costs can result in increased 
productivity and higher incomes to the target gr0up. 

Given the geographic focus of' ttw proje\.'t and tne objective of 
seeking technological t.ranafor!llation within the :;mall far1.1 sector 1 the 
Project's target group needs to be further described within the context 
of the Bolivian agric41tural sector. 

1rhe agrarian reform ac~ti·lities, begun in the early 1950's, resulted 
in the virtual elimination of all farrri.S in excess of fifty hectares in 
the Altiplano and upper valleys of Bolivla, where almost 95 percent of 
the rural population was then lccated. Large h0ldings were expropriated, 
divided up and redistributf'd to :a,rrp~si!!£. farmers in small and often 
fragmented holdings. While 110 1.griculturRl ceasl.ls has been taken since 
1950, tit.ling records on the rejistribation pro~ess indicate a resulting 
average farm size of 7-8 hectri tes, with less tht:u: l1 hectares of arable 
land, for the E'stimatcd 6CC)/\10 S'~~!lQ owners wlw now comprise at least 
97 percent of the sectcr'tz ngrict:itu.ral population -more than half' of whom 
have received legal titles to th~ir property. Subsequently many of these 
holdings t..ave been further dh-ided ur.der inheritance practices. Within 
this area the range of £.!!.g'Q!HtiD:-2. holdings includes farm plots from as 
small as on~-fourt.h hectare to th-: 20·30 heetare limits imposed by the 
agrarian reform legislRtlor.. 'i'~r: ra:~e in sizes reflects local population 
pressures and land use potenti•ds. \..;licre larger-than-average size 'Parcels 
were awarded, this 1mrrnol1y l'eflecte:: poorer quality land more suitable 
for livestock gra~dng or s-per :;e:r ruin.fell patterns dictating more extensive 
cultivation techniques and/or follcr.;l'l.f:. practices to conserve moisture as 
the approp!'iate fPrn1ing tec!;n«::l:)~;:l. J,3:ric 11lturr.l holdings in the lowlands 
generally were not affected by '.~tl tie:::, and larger farm sizes 
reflect the extensive nvniJr,b~' ii:;,' c :' ~Tnble londs in that region. Both 
spontaneous and GC 1B-sponsorc!,l ;o1nnL 1on projects have permitted -::ampesino 
s•.::ttlers t:J cl<1im H)ldi.ngs cf · t.~ liccton~:_;J although few have the 
capablltty of 111,r.J<_illy •c·:l·.1 v:," '.' g r.":.ore than 5 to 6 '.:cctares without hiring 
extr!.! labor fer pr:~)k reqc \: c'!!'e:-:~s. t!1e i::x·.~eption of some 3,000 large 
;,~~n]_F farmers Br": ca_i_~tle ~cen.c·:.t: .r lc;\·Jlands, the ,.,hole Boli\'ia agri-

owners. 

More c-u-r•'r:t L,f :L. v l: :r· GbtaLH.:.:! from a Hinistry of Agriculture 
::-urvev of ~ltrH:: !;.:).!U:hOl<ib tftKr :1 1 n ~ ;rf2 ; S use f11l in characterizing the 
srnall-t'r~r::ne:r :<'.'1~:nr v1hi. 1 r i tli t'.'l 01' this P~o,iect. While information 
.::iotal:-Hil f"''.lo. -:-__ .. ,:·f''='l"· r·t:: v t ·r::::rr. ".\tllv 3.nal-r·.ed nor evaluate\!, 

~ ~ . 
preliml::rir.i· c:.Y:arn_ir,:1ti.or. ':-f "-r: cc·ver~L.; a:re:is wi1ere the proposed Loan 
f"ux1ds w")U1u t.: '..lt~~'<:-td ••cf\·~ .. ..::::.-. :l::·:~.•~ri;;·:st5.r:g n•1nt1.onships. The 
fr.lJow.'.n~ tAt :'..t' p, .. ~ ,. ·t :.' 11.:'·;t.ec L~.P·;~'n ..... tiar~ from the study on siz~ of 
J •md holdings. 'JI'· ' · · · ·' · · "~L' .. -, ] vr:~ t.ock e1 tcrprises and gross farm 
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sales for an area covering about 85 percent of the project. The area 
not covered in this table is a nort.heasterly portion of Potosi Depart­
ment with conditions most comp~rable to that of Chuquisaca. { t'or further 
details ccncern:l.ng the typical typeE; of farm units, see Section II, B,, 
l below.) 

ffilU1.._ ~rt£\RACTERISTICS 

Estimated Number of Farms 
Average size of holding (Has.) 
Percent of Farmers holding: 

less than 10 Has. 

10.J.. ~ 30 
30.: - 60 
6o or more 

Average Area in Cultivation(Has) 

Percent of Farmers Cultivating: 

l";rs t~an 4 Has. 

4.~ - 10 
10.l - 20 
20 or r.'l)re 

Major Crops Cal t:.i vat ea 

Perct:-,;·t .-.:.f farmer~ .. :i+~:-1 ,_,1'e C:!"' 

f:'! . .:re livestock e1T!-c~rprisr-s 

I32r-•f Catt~» 
Dairy ~'<:it r,.1 .:... 

,:_;\.rine 
1".:' ,~it;-~; 

sr~~·(: t: 

Cochabamba 
De·c~~.tme!!t. 

105,000 
3.4 

13 

2.G 

13 

Corn 
Potatry.::s 
'.reget ebles 
Wheat 

67 
56 
.-,~ 

.)0 

'l;: 
r· 

, 
;' .... : 

Chuquisaca 
Qe:f!,~rtment 

76,000 
3.6 

96 

4 

2.3 

94 

6 

Corn 
Potatoes 
Vegetables 
Wheat 

60 
52 
55 
P.7 
85 

Sauta Cruz 
Departl7\(!pt 

26,000 
40.1 

16 

46 
28 
10 

47 

40 
4 
9 

Rice 
Cotton 
Sugar Cane 
Corn 

84 

22 
24 
19 
79 
4 
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Cochabamba Chuquisaca Santo Cruz 
Department ~.:e.~ramn~ De2!.[tmsn.t 

Median Herd Size 

Beef Cattle*" 2 2 4 
Dairy Cattle 9 4 9 
swine ~ 3 5 -
Poultry 10 10 21 
Sheep 16 13 ** 

Average Value of Off-Farm Sales $ "(00 $ 650 $ 2,100 

Percent of Farmers Se.J:_ng: 

less than $ 600 50 55 21 
$ 600 to $2,000 40 42 53 
$20CO to $5,000 10 3 16 
more than $5,000 * * 10 

While a precise definition of a small farmer requires some or­
bitrary judgements, it is obvious that the large lllf\jority or farmers in 
the Cochabamba and Chuquisaca valleys fit this cntegory. In these areas 
the mean a1ze of farm holding is uhout 3.5 hectares with over ninety 
percent be~ng 10 hectares or less. On these farcns the average area 
in cultiva+,lv.'- is less than 2. 5 hectares; and, again, about 90 percent 
of the fart'!lers cultivate less than 4 hectares. Over 93 percent of Lll 
farmers hAve gross cash incomes of less than $2,000. 

'l'he mean size of farm h0lding in the Santa Cruz region is some­
what larger, about t~O hect&res; however the average area in cultivation 
per t'cirm is only around 9 hectares. Moreover, almost half of the farm 
operator5 ti1 ve le~s than 4 hectare;: in cultivation; and only one farmer 
in eight cu_~tivates moT~ than 10 hectares. The large proportion of land 
not.. ·n cultivati1:i on many of the2e farms reflects the extensive nature 

Less ~-'i :in i::', 

"!:-¥ Ins1Jff_c:ient dat;_' f:.n· relieable estimatPs 
*""* It .~h.._,,-: b~ noted that cattle are elso used as draft animal:: 

especlcL 1~ · '"nP ~ocr, '!:._•h.si:s Hnd Chuquisac:o. departments. 
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of the slash and burn technology of this area and suggests that 
significant production increases could be obtained if more land 
could 'oe cleared an<l brought i t-.t·~ .... :_it i vat ion on these farms. 

Al.mo3t every farm in the :;ample survey reported more than 
one crop enterprise, and nearly every farm had some type of livestock. 
The data further indicate that cattl~ and hog enterprises are much 
more itrtportant among fnr~~rs in the central and southern valleys 
than in the lowlands, although the mediwn herd size is somewhat higher 
on livestock farms in the Santa Cruz area. Small poultry enterprises 
are coma.on in all arees, and sheep are found on a high proportion of 
farms in the central and southern valleys but only on an occasional 
farm in the lowlandf:. The relatively small median herd size and 
the f'act thnt almost all farms b.we sorrle livestock production enter­
prise suggest an opportunity for expansion of animal protein pro­
duction in the ~mall-farm sub-sector in all three areas. 

The estimates of average val11e of off-farm sales also 
indicate: a wide variance between the valleys and the Santa Cruz area. 
However, these data need to be interpreted with care inasmuch as 
the estimates reflect gross rnther then net income. Cash production 
costs are nn l~oubt higher in Santc. Cruz where the' typical crop mix 
includes ~mgar cane, cotton and rice for which large amounts of 
labor must be hired for tillage and harvest. Moreover, the higher 
proporticm of large r:ommercial farmt in the Santa Cruz area tends 
to increese the ~ean V3lue of sales for the region. 

In su!Tlffiary, approximately 90 percent of the farmers in 
the :<,\Joue tDble are considered to be wi t:hin the target group of this 
Pro~ect, i.P. all tho.se hB.\'ing gross farm sales of less than $2,000. 
As targets f0r the credit portion of the Project, they will be charac­
te:'."·i?:.ec by a:. ine;.q:eriEnce '.litr. rn;y kind of formal credit and an ln­
ha't.ility L' receive and utilize credit •°!ffecr..ively unless accompanied 
by 3UpervL.~ )~t and ey•:,~1·-:: 10:1 :L:.·ti ·.ri ty. Excluded from the target 
i~r-11w wU ~- be L.c targe -~st, ·.:e snd mecha11ized farms of the Santa Cruz 
dt'..·rartmet.~: :::mall funJ.s !".pp:co&.cni.r.g the c0w.merciol in character havtng 
larger ;rross off-farr1 sales EAci ,-it suoj ect.s for credit under such 
lov:rn a:; '-he Bafic ?oc-'!.s lex::-.; ;;::: those .:'trrmF, lerge and ~mall, spe­
~ialtzing, in ·::J.·~0J:J:_- ;i._.-_d~ ccv·ered ir1 this F'r:1ject '~ corrmodity f. cus. 
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The typical target farmer of this Project cultivates from 
one to two hectares with approximately 90 perc•mt of his annual income 
derived ~roro corn, pQtatoes, barley, wheat, ri«~e and vegetables and 
approxilllBtely 10 percent fro:n a mixed livestock resource. The farm 
value ot his production is greatly affected by the vagaries of weather 
and can vary from as little ns $600 in a poor year to $11 800 in a 
good year. It costs him about $800 per year te> maintain his family 
of six at a bare subsistence level. If in an average good year he 
bas grosl> farm output valued between $11100 and $1,300, he would 
typically hold from $400 to $500 worth on the :f.'arm and sell the 
balance. The off-farm income will be used in part ($400-$$00) for 
family subsistence, lard, sugar, flour, salt, essential clothing, etc. 
The balance will go for f~es.tas, wedding, funerals, sem.i-luxuries 
such as a new derby hrt or shawl for his wife, other clothing, etc. 
He may save a small portion usually in the form of livestock but also 
in a slll.P.11 cash savtngs which is often keJ,Jt at home in his hoard. 

He is largely a subsistence farmer but also sensitive to 
market forces with respect to th.at part of his production which he 
must sell to meet off-farm food requirements and other consumption 
needs. 

He is physically isolated. The 11 w1rket, 11 for his produce 
is frequently no more than an open field along side of a road. If 
he is lucky he wlll have access to a road that is open to traffic 
eight months out of the yetE'. He .JJ1y well 11 ve several miles, by trail, 
from even such a r0Hd. His ld.ren may have access to a one-room 
5chool, Biving an irr&leva.nt ed:..:i.ca 0cton through three primary grades 
taught by an ill-trsined teacher. Access to health facilities will 
be difficult or non-exiGtent. His adobe, thatch-roofed hut will 
have nc:.. w&t1:r and obviously no sanitary facilities. 

~e is not integrated i~to the national society. At home 
he and his ·,..r:l_fe, who, incidentally, shares in all significant com­
merciEl ~ransaction decisions if 3he does not control them, will be 
more lik,~ly to speak QuF;;hua or A'.rmara than Spanish, as will his 
children. He hopes for a better life for his children and will 
contrlbute his labcr ~nd his 10eager resources to improve his com­
-nunity ~ especially it.s school. 
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C. Project Descrip~io~ 

1. Project Components 

As rela tea to the target fu.rm(·r group, B;eographic and conunodi ty 
focus described above, this Project provides for the strengthening of 
agricultural research, extension systems, and the use of modern factors 
of production through the developrr,ent, expansion and decentralization 
of essential public services in the agricultural sector. Loan :funds 
will be utilized to: (i) improve agricultural sector management; 
(ii) enhance technological development; (:iii) make available credit re­
sources; a!ld (iv) accelerate agriculture education and training. Ac­
tivities ijo be implemented under these four general components are 
described below. 

a. I!nproveci Sect•,r Management 

,Chap"'.:.er IV of the Sector Assessment discusses the lirr.ti ta ti on 
of public insti tuth,ns concerned wi~h ::i.gri cu 1 t ·_irr11 development) the lack 
of program l!<)e1"1inatio:i. 0t:l•~ 't'.~e [l-C~":'>..'.e ;':_' '- r:\ccti \ e planJ1ing. These 
Feak"nesses l'l1 l'i 1 ····,o ''"-'::<'''PP '"''''' :> :-•.--:~"''.•"01"'n",, --,f' +'hn la<"'K' Of "'ffect1've ., ~ --'- ...... ;:- ~l•'--~\• "- - t.«-- - _,.. ---"'-1*~~ >·-·---J._ • .._,._ ._,._ ...., ... ·-~ ..... -.. 

means of leadersti1; by 1:.,:":.\(;. ;--c-r <.:X-".Lmple, fi..:r MACAG to provide leader-
ship in sector planning, it i·,_qu.i_c·es tm imr".:'cved d:l.to. base and an im­
proved capability to analyze proole;~i:-:: 1 tc p1·2scrlbe solutions, and to 
formulate and imrlement 11r0grrun~3. "'~"-' facilitate bct:1 the policy and 
planning pro.'.:'.ess as wel.~ &.s the sr::ctcral response, an improved flow of 
production and mar1',eting data : s essc~:1tial. Meeting these requirements 
necessitates: ( i) an in:;irovr->'" '·-. '':: ::·: -,-!-,i'::-. system capable of gatheri!'lg: 
:processing and clL0 E·r_»Jin11':.21c;:c . -;~:-" ):C.' ·'uctic:i and nl?.rketing data on a 

I ~ ~ \ ~ ' . national as we~l ~s loca~ l~~el; \llJ an increase in personnel and 
opera tiri_g ·rrnd[;e"t; f . ii) tec'.-:J::. r:r~J [iZSi::tance for establishing the infor-
mation sys: . ..::n:;o 't"-' .ti'=.. _. . .. ,; ·_;_:1c.lyt:ical 2.r~d planning processes; 
2nd (iv) tfl'2 traii:::.:~, uf < ·_· :~ic-u~,l }J•~rsorinel. Ci_irrently, most of 
these relatec -:<cti .:i ties a.re .: :_auc·.e,: w1der the directicn of techni­
cians with lit:.l.e (·;,' nn trair:irl~' :;e:. · ·l a lee::!~. 3.S. a__g_r6nomo level. 

A· ,_,_,rc;irgly) the Pl'oject ·.rculd develop and establisL a new 
and more C' mpl. 0 te serie.3 e:f ag!'ie·.:lturnl. production and rr..arketing 
::.ta.tistics, i_m~·.!.·oving ~inu expanc!i::2~ Ul)lm the l-imited activities currently 

• ' +- b '. l'. . . ' "' - . . f· E , d lJ k t. St carriea ou .. y "t;he •11r:1st1·y r L'l'.1.s:.c1 o cc1norn1c an uar e ing udies. 
':..'t.i2 ;::;tatis-t.:' t'S service e.1 so ·,.•c-1~ lei :;,ss-_une pa.rL of the marketing data 
cc1-l·:'.'~tj 01, 2.cti vi tie;; current::.~· bei~-~· carried out by the Ministry of 
Ir:du::;1..;:7 2n1: ('c::•mcr-::2. Ly err:;:'..cyi_Li'2, improved linkages with the MACAG 
'-'•'gi<:Lfc;, ac~c· f~ "~-c: cf'fi ces. ':'l"L~ se~._-_;_,-::e would: 'l.1::prove the quality of 
Y:AC'_t-. .. :; r:i.ate. :i.r :J • i-,-. tin'.e li1'_,~:: - .- : t:ie:..r relea~es; e;-cpand crop coverage; 
-··-=: ; ....... + n .'~.-~ ..... ...-,~:,-{,~-;!"1-, \l~~r·':.lr :~~~---.' ..!n J._he m~ •er r-i1m·rno~1·t1"es· d- d 
--•'.LvCCl.\_,e ,,}._·J· l--L\_,-J_ .. , •. 1·• .!.'-'-'- - '""""· ---· !_,,_ ,.ct _ _, ~ ·~--.uh'-' . ' an expan 
-!'-.::> f·'•1·r·e-~·-'-"-.- l·i:-.!' --.-~ ,.,- .-;," .. l

0

': c,f" c· ... or: rrod"n+-;cr· cnsts Con~urrently v" '"" ,, _.... .i.l. i,,.. -,• --'- ~ - - ~... ~~ LJ 1'-:. .._ .., •. - -- l -4 - ._. V.i.. ~ .. "- • \~ J 

t:Lr:-:~~ ~, r-~ar}· - "': _-- ·:- .:~ tlJL :-.j_; ~-: ru:: ~.r: :~:1 - 2lU'veys, covering both product 
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and input markets, would be conducted on a periodic basis; and the· 
appropriate data would be dissemir.ated in timely fashion to local 
producers and marketing elements. While the activity of this statistics 
service would essenM.ally be national in scope, initial priority would 
be assigned to the needs of the basic commodities and target groups 
addressed by the other Project components. 

Pal."allel to the activtties noted above, this Project would 
assist in the expansir,n and improvement of the f.1ACAG' s sector analysis 
and planning capacity. Reorganized approximately two years ago to 
assist in preparing a joint USAID/lY;ACAG Sector Assessment, this unit 
consists at present of only six professionals trained at the local 
B.S. agronomo level. The unit, in addition to being hampered by the 
lack of an apprpriate data base, is technically incapa~le of adequately 
addressing the policy and program formulation and planning functions 
essential to permit the MACAG to assume effective leadership in the 
development of the sector. The immediate and critial needs of this unit 
will be addressed by long-terPl, grant··funded technical assistance. The 
proposed Loan envisions an intensive in-service and academic training 
program to the MS level for approximately seven current and new employees 
with the goal of developing nearly a three folu in,~rease in the tmi t' s 
staff. The strengthened unit wouJ_d undertake: ( i) short and long-term 
plannine:; exercises, (ii) project analysis and evaluation, (iii) greater 
policy analysis, (iv) ccordination of external donor assistance, and 
( v) special duties. The 'lni t a~, so prc':ide sector analysis results 
and data to the agricultural ·.Jf the National Planning Co~mril 
,CONEPLAN) for use in global coordination. 

For this sector matV''·iIC:~:.e:i ;::cmponent, Loan f1u1ds would be 
utilized for the cf data ing input e,;1uip::-nent and soft-
ware, office machines, vehicle::, short and ::.ong-term external train-
ing, and short-ter:ri, techni a 0 JT,8.'.1ce in areas of agricultural 
economics and administrative ref'or::.. ']OB contributions would cover sala-
ries and operating ez , servicing of MACAG data :pro-
cessing requirements at tile GOB' s Ccmputer Center (CEN'ACO) 
facility. 

The ticn 
for the two principal acti 

A. I , ~,.. 1 uan funds and the GOB count =rpurt 
es t<r1der this component are as follows: 
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A. ~· Data & Mkt. Information 

1. Equipment & materials 
2. Vehicles 
3. Salaries & op~r. expenses 
4. Participant training 

Sub-Total 

B. Policy and Planning Developmen~ 

1. Equipment & materials 
2. Vehicles 
3. Salaries & oper. expenses 
4. Participant training . 
5. Technical assistance (14 m/m) 

Sub-Total 

Component total 

Additior:ally, as ref'lected 
of Section II, Project Analysis, 
the Loan implementation period focused 
at 108 man/~onths for $361.800. 

UNCLASSIFIED 

A.I.D. Loan 
- i$ooo us) 

FX LC 

200 
75 

90 
15 

100 
70 

600 
-- --

Local 
Contribution 
(ooo• s us*) 

500 

300 

300 

Boo 
--

in the related PROP and part E 
funded technical assistance during 
en above activities is estimated 

b. Technolcgi cal Developu:ent and Ex te:1sion 

During the last ten years significant efforts and resulting 
improvements in production technology among the commodities to be supported 
by this Project have occurred only in wheat and potatoes. Yields in the 
other commodities have essentially remained stagnant. In comparison 'vith 
the averages for other nationE, .dolivian yields for the principal cOir..mo-
dities to be addressed in this ect average 20 percent below the 
Latin American averages. Many factors have contributed to this stagnatior 
in technology as noted in Sector Assessment, but the principal cm~s-
traint has been the limited resources dedicated to developing improved 
varieties and cultivation practices anG the limited effectiveness of 
these efforts been.use of the lack of adequately trained personnel. 

.. 



- 15 - UNCLASSIFIED 

The proposed Project's approach w0uld be t.P stre:1gthen agri­
cUltural research and extension servi.ces and to expand the use of modern 
producticn factors, principally through a strengthening, expansion and 
decentral:::.zation of essential -public services to the target clientele. 
This woulcl. involve the creation of three strong ciepartmental units in 
tht! g.=ogro.phical Departments of Cochabamba, S11cre and Santa Cruz, or­
ganized administrative+y int0 MACAG "agricultural service centers". 
These centers would focus on the development of crop-specific, small-· 
farm level tecl114ologies to be disseminated via an integrated delivery 
system consisting of an expanded extension and crunE~sino training program, 
new credit resources, some limited assistance to cooperative organizations, 
market and. price information services, and an expanded seed improvement 
program. 'i'wo centers would be provided with ~eed selection and improve­
ment facilities related to the target crops designed to triple within two 
years the volume of improved seed currently being produced by the program, 
for sale to the small farm s2ctor. (Continued technical assistance to 
this servic~ program by the AJ..D/W g2..obal TA contract with Mississippi 
State University is also anticipu.ted.) They ·.-;ould have processing, 
grading, classification and storage facilities as ',.;ell as support vehicles. 
Increased GOB funds wotLln be ::iade available for ccntracting with selected 
local farmers for seecl 1r.ulti}'lication services. 

These centers WtY.Lld c':ra~: 11por. and c.-:.cy·dinate the related ser­
vices of i'"ACAG' s research a:1J t=:xter:.sion sr::r 1

:::. Ct:S qnc semi ~au~~.~~·,oi':ou:> pu­
blic agerci.:s - stL'.1 as U.c I3JIJ3) ·cr.e :;atione.l Cur.r::uni ty Development Ser­
vice, the ;·ls.tic:ial ('oluniza':ior; _;:r;s;:.:: t~.ite - R's well as the research capa­
bilities cf tl::•: t;.·.•) lcclll 5o~~~-:ia~: ·..;niversity 3.gr1cultural faculties in 
Cochaba.Inba nnd Sar.ta Cr-.1z ( F'or L:_rtr:er details on the organization and 
operation cf these cent,.:-rs. ;:c:~-:: )a::·t ? of t.his Section below.) Overall 
+.he Pro~'~C": \·:c-.c'__c 5_L·.-:.l·:.c a ~·, c2' "::.::., ::;ix fold ir:crease in the applied re­
sea.rch a2tivi~_.:_e.s .:~•::.'re:•tl~.' hfc:ir:; ca.l'ried out in the target areas and 
almost a coubling , 112 tc· e~'. ;::,f t::s ;;1)];1ber of extension agents assigned 
to t 1!os p_ ~ 1··--·" :.~ ~ s n 1 1 r' ·• ~· r >~ ~ ;•.-:·"' ""' ~ '1 4-1-11~ n 1 nrh e "' Of C"'"'"eS l. r: 0 part1• -ll ·~~ ~-- ~~~ - '--'-- _..~ C-~-- __ .... ___ .. ...___ ---'-"""---''~ ~l _. ......... ~ :....t...1i•J ~~ -. L4..0.o.µ l _ 

cipants anrnml2_~/ r~·eei ·;j ·~.s : ~!'-.r.:;, ·' .).'."C :: :ction tecl';nclcgy short courses 
fro1T, s.pproxi:L-~tely ;-:;r:::c· tc 2.~(--. ?:'"::·~:.r i:npr0·1er-;:.:-:-1ts in the productivity 
of tL( ":.a::.,,-,,"- ;,~r- ,- :2:·1 1>: .:_::./:::1ir:.•::.:: :~·:.-.:. ex_pn.nd'C:d USE". of improved varieties 
a:'·-1 :·:J~-..T'_-__ : r1·2"'~~-:::·::s, j_nclc.~di:~e: _'_1·:.'.:c:itior; r:·,et'.10:1!:'., already identified 
by tne MAC.2.'; "~r _. i:. ~i:;;Jt,•: 1~.-;·::: ~;y :~ ~:rr:al1- number of the target groups. 
·:;>.: cj_rre1:· ,_ ... :rs.inttr-: '.'ti, e-'~-,"-·.:::<i ;,~se of these fr·Droverr,ents is the 
lin:~-.~et; .c::,:;:·,.::,._ ::.i-.-e_•'.:es of th•,; "·:·~0:-_:::::.c:· '.''.i~thcds ar:d 1-ack of credit to facilitate 
thei•: adc t::. : . ":rt}»:-r tf,-·'.-.: -:--:.__,:~c.::·s~ i.:-;rroven:e:..t ir~volvLng new ar.d 
in::prc,·e'._- ·.mr i - - _ . c1 :_ ~ ~: n·c,_=_ : ::--· ::: ·~:.. ces, ar_r; t~ :. .. ;J iological/ chemical 
anC !Lh~t,~!X.i.<"' -_-·•.':•::1::.: - r,1_:;.· ,, __ ;_~- ;:'.,::.-;el:•peci. a.nu !'l'CV€rl in international 
resea~_-cL ce:- c:cr . ::;:;·! ~.i~he·c l :.1 ·: .--; . .£· :~1e world, ~01..ain to be adapted to 
30liv~~n cc !i1i~~f. 
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Loan funds would be used for the construction of expanded 
research and extension facilities for these centers, for the procure­
ment of related equipment and traini~ materials, laboratories, mo.chi­
nery and vehicles, a.nd for short-term technical a~sistance services 
in the fields of research, plant and o.nimnl sciences, and extension. 
The al:ocation of A.I.D. loan funds and the GOB colmterpart for the 
five activit.ies under this component is as follows: 

A. Ag. Research 

1. Constructior: & engineering 
2. Equipment and materials 
3. Vehicles 
4. Salaries and oper. e,.--penses. 
5. Participant training 
6. Technical assistance (41 m/m) 

Sub-'rotal 

B. Ag. Extensic'n 

1. Cc1nni::.ruet:i..cu & eqjinee!'ing 
2. Equit:"'mcnt· ,··: 1Paterials 
3. Veh:cle,-
4. Sal2.r5.e. :.u·~.' c1per. exrense;3 
5. Parti ~ii- a!1 t vrai ning 
6. TecrL'1.i cHl asdst'lnce (18 m/:r.) 

1. Const1 · · :; :.ic r; & eEfS::Lne'2ring 
2. Equipn1e1 t 2.nd n.a terial.s 
3. \,~ebicle:: 

L, fialar:'..-::,· anri oi=er. expen3es 

r 

A.I.D. Loan 
(000' 1 s ·us~) 

F'X LC 

500 
550 
100 

350 
205 

)-,205 290 

570 
2~10 

135 

158 
90 

625 570 ---

100 
15J 
l c:.r ,,v 

--·- ----
_:cg_ 100 

2,130 
---

GOB 
Contributions 
... ~ ooo' s usi) 

LC 

1,300 

1,300 

850 

850 

300 
200 

500 

100 

2,750 
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Additionally, RS reflected in the related PROP and part E 
of Section II, Project Analysis, grant f\mded r1ssisi~ance during the 
Loan implemento.tion period focused on the above acti Yi ties - principally 
research aud extension - is estimated at 360 man/months for $1,206,000. 

c. Agricultural credit 

Best available data indicates that less than 2% of the small 
farm sector participates in any type of formal agricultural credit ac­
tivity. Because the resource endowmetit of farmers within the target 
group is limited almost exclusively to traditional inputs, credit re­
sources wj.11 be required for the expansion of their productive base and 
output, and for the purchase of modern inputs if technological trans­
formation is to be facilitated and accelerated. With the exception of 
some of the more "commercialized" small farmers, who in the past two to 
three years have participated in the .Agricu.l tural Refinancing Fund (FRA) 
credit program, thE: small farm sect.or· does not have effec+,i ve access 
to any institutionalized credit. Accordingly, Loan f'unds would be used 
to establish a revolving credit .t\md designed to meet the short and 
intermediate-term proJucti l~n credit requirements of the target group. 
This credit will be made available to groups of farmers on a group basis, 
as well as to individual borrower~ tmder directed credit programs to 
finance: 

1) loans for 3.nnu11l production inputs which ·.vill be matured 
shortly after the : :me crops f~nancec are harve[:ted; and 

2) 1.oa~-.s for improve'nents. machinery,. equipment and livestock 
which will be matured on 'in at:nual ~>:_:hedule in line with repayment capa­
bility not to exceeci fi -1e y 0 ars. 

The BAB -,_.:.J'llrJ sc~:.:ve 'J.3 tr,e fid·lciary institution and bear the 
credit rlS'{. In ter~s '~ rates, s;..lb_j ect to annual review and joint GOB/USAID 
concurrence 2ri<r tJJ the initiation of each annual crop year, initially 
wo:ild be 13'~'.- :.•t:t y·::c,r. S•i_b-102.:: interest would be utilized to: (i) cover 
a iministra-t:.i ·:e : ;, t'.:' r:-f ..:1 ;::: ·u·si::;I,, c:c lleeting and ace;mmting for sub-loans, 
:ii) esJ-.abli:-h __,_reserve f::n· ~,Le a:nortizat.ion of tne A.I.D. loan; and 
i,iii) !"u~·':1eo· c.-'-<"li-ts.li.~e th._• .f\L'1d • 

. >{od-~ ti _.~.1:. 1 ~ _:, ~1·..:1.:-. fu.::-:' s <-:oL:.ld he utilized tc: ( i) provide one 
le:1g-t.cru: ·~-, l/~ yec.rs 1 c"'eci:'..t c . .::.'1i.c,;;::r t,._ rocas er. improving the BAB ope­
rc1ti0ns ;_.--: - . ' ·'~- ·-i."'. :_:_.__' are:::;::; o:~ :'.._;:tc:rest; (il \ ;1rovide :hort-terrn 
tr_c~r:iC'.::1 .. L a'_;;:;i~v·-:·e ra·,:•" -;_:'_·:: :::;:ills of the r•:-·~ 3.terl. personnel, 
(;ii) r:~:-oc••_re °'-.:-ic!·,: ''.'.-1!: • ~'f~_·'- c:q;_1ipment; and \iv; pr(JVide participant 
tr,aini!1g. ;""'C,<i c'--;t~-~~0-t"·:_,.~-1.:··! ;~ l.'1L~ir:g \<rill :::ove1' an ?./_~,Jitional inn:tts t#o t~hf! revolv-
i!1P-. :\1nd ant..~ -· 01 :·-J_~c .11,. ,-.'t.tt.:ng e.x~)e~1ses. 
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·.. Further details on operating criteria, elegibili ty, cost/ 
price relationships, interest rate structures and institutional and 

·policy f8.(!tors are in('luded in part 2 of this Sec·don below end parts 
B 3 B.nd 4 of Section II. Sub·borrowera will be confined to the 
target groups as defined on pages 5, 6 & 27, nnd as described in the 
IRR instruction cable, State 250225. 

The allocation of A. I.D. loan fundE: and the GOB counterpart 
for the aetivities under this com~onent is as follows: 

Agricultural credit 

l. Loan capital 
2. Vehicles and equipment 
3. Technical assistance (40 m/m) 
4. Salaries and q>er. expenses 
5. Participant training 

Component total 

A.I.D. Loan 
(000 1 s us') 
FX LC 

500 
100 
200 

100 

900 3,500 

d. AgriC'~lture Educatioa ar;.d Trai:1in 1~ 

GOB 
Contributions 

(OOO's us$) 
LC 

1,000 

650 

1,650 

As noted in tl1e Sector Assessmer;t. the low level of training 
of hlUnan resources nvai 1-hble to the sector hRs heen identified as one 
of the most st:>ric•ts constraii; t.::; c1~ G.eve}_opment in agriculture. The up­
grading of the vrcfes:cic:r-"'21- a:-id ~.::echnical capabilities in the related 
uni ts and ia::::t i tutions c1irectly concerned with the Project has been 
previously nct~d ir the res~2ctive compcnent descriptions. Regarding 
long-term trai'ling_. it is proposed to train under the various project 
c01aronent~; :J• rrc.:·imatel:.' ·::ii Bolivians to the MS level and approximately 
three to ti,e l"Li; le•rel. f<<cl-1sive of those nc·ted below in the university 
rrog:::arn. 'Tt:::rta.ti vely t!'-j :~ Cl.i.stribu+:.icr: includes: se-;en in the field 
of agricult1•1·~,1- 2c·.:;omics. ;;oJicy anr1 _planning, credit and marketing; 
r.ine i:1 tne pla.n t sc ie;-, ::'. -:~ _; :::·our in .'l.nimaJ S·:::iences; and four in agri­
•:-ul tura1- exte•Eion. ]>, ~ic:c::>~ic:;J clc·::::e ~,o 100 M.ACA:::; and BAB personnel 
nre schedulet' +,Q rece1ve 2r,ort·--.:erm tra.inir:!g. 'H:e short-tenn and 
long-tenn t rainir~~ Rctl v.t ties are ir1cl uded in thr: f-.mding of the ~roj­
ect cc1"'~conent 7.1"' 'v'; ii :::h +_ i,0:;- most ciireC'tl;r ":"·,,fide support. 

'i';~e ;:pcci f'i -~ 8.C~,i vity u:-:dcr tbis ~o.:npcner:!:, relates to the 
:-•8e•:: tr. "i:'~it'C•:e ti.F' q.Ltl.:.ty c-f agricultn.:·:::1 graduates i'r:1m the Bolivian 
-'"··.1i -;el·:.:i. ',J :.,y .: ..: ::;o ·:.rv,_:- '.:e;.r ~an successi\,-' 'y :'ill sector career 

,, 
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positions in the fields cf research, extensi0n, o.nd planni.ng. '!'he 
two principal universities ·with agricultural fnculties a.re both 
- Cochabamba and Santa Cruz - within the target a.reg, of this Project; 
and, as no~ed earlier, this Project includes their increasing involve­
ment in the expansion of' agricult'.lral re;search. 1',or these univers5.ties 
to become more useful to the sector program, there is a need to expand 
their related curriculwn to ir.clucie new courses in farm a.management, 
credit, marketing, etc., and to improve the quality of their instruc­
tion in the plant and animal sciences. Pursuant to a. MACAG/Bolivian 
University System accord on the upgrading of the related curriculUJJl 
and the participation of the agricultural faculties in the research 
activities of the regional servic!e centers, Loan funds for both short 
and long-term training are designed to initiate a faculty training 
program specifically related to both the immediate and longer range 
objectives of this Projecr,. Approximately six faculty members would 
be candidates to receive MS level tr:lining in the following areas: 

·a) plant sciences (3); b) n.nirr.al sciences (2); c) agricultural econ­
omics (1). An estimated lG f.Lo::!itionai members would receive supplemen­
tary short-term courseB in sir:<i lar areas. Bolivian University Syst~m 
consultation w] th the re.L:tt~j grant funded technical advisors in 
research and extension is ·Jla!1EeG. .:-u:; well as n limited nmount of 
periodic lecturin6 as inL:i.~a ted in the related PROP. This is expected 
to equal about 36 man/m,--,~ti~5 Jm::L:-"g :he period of the Loan implementa­
tion. The cost of this -!icclm.:cal. 'issistance is included in the res­
pective component srnmna.des notr.~'.3 ea:·:. ier. 

In R.dr:J ti.or;: 1:- exte:::-:i\·e agricultLE'<-'-oriented adult educa­
tion and t ra:i.ni n~ ::::rogr&;: ~ 2-::-"ec te~ &. t both sexes cf the target group 
won.le br> ini ~-i9t,ed md.::r • '-~ c~ ccrr7~'C.E:I1t cf the Project. This adult edu­
cation :p1·og!'il!"!. r·:·l2.h:·d , , ;_ l' :i':c:i0r. 2.nc! mar~eting technology, would 
fcnn an i.nte<;l·~1 :. ~ ~>::'~ 1· ,,,, ~1: cf ~::e three ASC' s extension activities . 
..__,~h ._f trie .£\'.:,;_,": ;.:o:,:..c L:.: ::.· ~.e<:tst 'X1E ~rincipal a··.itu t education fa­
cility lo ca ':-er~ · :, j t , ! ··j :-:c~;:~ ::·t.:<:e,~r,_.:·: c;ta ti on. These facilities would 
ryc;ride one "i · t .. ;.· ·.-. c ''.·· .,r::cc.:.: ir: rJ:e cpf:cific target crop and live-
~to2i-: prod -'-C~-~ ~ , ~; .~ic .. ~ -~= ~ ~-~;~)_ .. :._.:_: :J ~- turc eredi t; .~c1:rm managen:ent; 
~:--~"ll"'k~?ting; ~c: i-~~--...,~-:c -~1 ---.~~ ):_-~-;-,~ _'"n ... ; t 0 -1-,~. 1~£trnuctor~.· iiOuirl be dra~hn 

2.:: the r;cDS 1 ~AB, etc. '1':1e procram 
also wo1.tld >~ .,, :r7 ·~· './ ·d \·. ;· •·':1' :r:c':.J~ - ,_, 1~eam per region whose rrc ti ·;i tieE 
it: large [Jt .. c~-. - - ,~~-:_ 1 })C < ·~} p~-~--~~· 1_; l. :-&-: ili 4.:.ate exte~:~~;icin~ Cf tht~ fJrOt_:raJnS 

de!;it01e<~ !)~ ... ~--... ·i!"; ~-~·1" ·-~.:J~ -~il~_Ft.Su J~:\'"~- :_re~(~ntB.-f.,ic-,n aL:l to facilitate 
deli v~?r" .. - ~-- ~. - ~ 4 !~ : =~ 7~f:-· i ·;v·~: \": ' _ -· ~--0zr~ur~s . c:c-(·I'0·iina ti C:l1 ~t1i tf1 i~(;J1S 1 

G ~o:n-

:n0ni t:--r (:-'_~-> - •, ;'.:-: _ ... ~. ~- i \f, _ _. 

:rea~cl pr.;,~~'""':: - I ·· .r:;. 
l)(; r i_ ori ~ F_: 

i--~:~- ~ J.~... t1~2-i11i?1t; act.i v·i ti es, and t!1e out­
·., .:.r:'' c: :-:JC.Jl~'_; will h: accc~plis:-ied tLr::n1gh 

·~:~~ens at the regicnal Ee~vice centers 
"': ·~ · . .:.,.!.Y't:I1er dis::u.sset1 in part 2 cf this 

~,- rec~Lve training in such areas aE the 
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p·rodnction of horticultural o.no O.nimnl protein C(!l11JO(,(Ji tie:: for ltOIO<' 

nnd villuf!e consrnnption, murketit:.g, t'e.rm li11dp:eL1:, lllld n11t.riLJ011. 
This aspect of the program would be provittcd in c\:Prlll111LtiPT1 1• I c111 

with the local programming e.ctiv:lties of the M:lnistricr of lieu.1th 
and Education. Loan funds would be utilized for construction acti­
vities in the renovation and ex-pa:i.s ~c·n cf existing training facilities 
r.nd for the procurement of train:ing materials and equipment, vehicles 
~nd mobile audio visual thnits. 

The above activities r.ould also dr.!lw upon the rela.ted long­
term technical ~ssistance to be provided under the complementary grant­
funded technical assistance ?rc,:ect pending completion of the intensive 
training or Bolivian profe::.sional and su.b-professional staff. 

Loan f\tnds also >·:-ouJ.d be utilized to undertake market studies, 
both product and input related} -.·:ith a priority fccus on prefeasibility 
studies for target commodity l'lar:~eting and pr0c':!ssing facilities. 

The allc(.:at icn cf A. I. D. loan f'unds and the GOB counterpart 
for this components is as follo-..;s: 

Agricultural Education 

Sub-Tcr .,_l 

A. I.D. Loan 
(000 1 s us$} 
FX LC 

lC 
JOO 

200 

GOB 
Contribution 

(JOO Is lf.l$) 
LC 

4Gtf; 

1+00 
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2.. Mecnanism - Deli veq ,S:t:st,em. 

a. Agricultural Service Centers 

Background: Pursuant to the Sector Assessment activities 
of 1973-74, the GOB and more particul.arly the Mi.nistry ot Agriculture, 
has been increasingly concerned over the need to develop a mechanism 
to insure the coordination and c~ilrplementarity c1f goverrunental acti~ 
vities in agricultural and rural development which impact on the socio­
economic well-being of the qyrr.p~~.1Jl2 sector. As d~tailed in Chapter 4 
ot the Sector Assessment, prior to February, 19't4, the principal GOB 
activities affecting agriculture and rural development were divided · 
between two Ministries, those of Agriculture ancl of Rural Affairs (J4RA). 
In brier, MINAG was responsible f<>r the traditionally assigned activities 
of agricultural research, extension, agricuJ.tural cooperative development, 
animal and plant sanitation and quarantine, natural resource management, 
sector planning, etc. The MiniDtry of Rural Affairs was principally 
responsible for a large rurol corr .. muni ty development program, a series 
of colonization projects, and continued implementation of the agrarian 
reform ar .. d titling activities. Ar. a basis for its progrrumning act1- . 
vities the MRA also had R sector planning unit. It also supported a 
separate, but smalle1· series of ugricultw·al research and extension 
activities and even duplicated some of the educational and health 
flUlctions normally a r~sponsibility of ministries related to those 
areas of concern. In re~ponse to thi~ concern for improved coordination 
and management of the related act:t ':i ties noted above, the GOB merged the 
MINAG and MRA in Februnry i974 to forcu the new Ministry of Rural Affairs 
and Agriculture (MACAG). 

To fe~ilitf te s of decentralization and provide 
a frameworl,: for deta.ile'~ 'n~ and roo!·rHnation at the field level., 
the MACAG is 'Urrently in thr- p:co::ess of developing its first three 
regional organizntions. Two rr,:;re nre envisionerl for the future, one f'or 
the north ceritral Alt j.plf;,',::J r1cDcq~,artered in Oruro aai one for the southern 
valle~/S cente iri Tarija. t assistance has been requested in th'e 
development ')f the first -::.bre ..... 

'l'hE thu·e r: t~ l r; . .._~ · :. i ze.tions to be sup1orted under this 
Loan nnd the ;Plf:ted t<:':.:tr:..cal 2:,.si:;;tance project would be r~ea1cuarterec 
in the Dera:-·t- ;:ent:\l : it' ci' '~'- :-rvJbamba, Sucre end Santa Cruz. The 
respective cri::rat i Oi~Bl. ,, er-,_ • r. :.llustrated in A:-1'1eX VII, Exr;ibit 1, 
are largel'{ " ft.m•'.'t L:::1 vf' cc· i _sl zones and trRasportation and com-
municatior. W'CW-r}rr, ' , ·::::e:i.~onality in crops, !'arming systems and 
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markets. The cent~r headquartered in Cochabamba will service target 
clientele residing exclusively in that Department. The Sucre unit will 
focus on the target group residing in the northern and central portions 
ot Chuquieacn Department and. the adjacent northeastern provi11ces vf 
Potos!. The Wlit in Santa Cruz will focus its efforts on the northeastern 
quadrant of that Department. 
\ 

',rhe principal characteristic of these new organizatios is its 
responsibility for increased local planning, management and coordination 
ot the diverse set of public serv'ices in rural and agricultural develop­
ment most of which are either line diviPions of the MACAO 6r the semi­
autonomous agencies attache~ to the Ministry. In the past, almost all 
of the MACAG line divlsions (research and extenslon for example) have 
tended to report to the Ministry offices in La Paz. While a MACAG 
departmental director existed, the functions of this orfice had become 
eroded alrnost to that of a Bitm;le local administrative position. t 
the same time, there exists n silailo.r tendency in the departmenta.i and 
regional operations of the .:;;emi-autonomous entities-Colonization, Com­
munity Development, Agrorinn R•;:fom1·. The result han led to a top-heavy 
administ;rative structure with a sproportionate amount of expenditures 
for rural and agricult11n:i:i.. services spent in La Paz rather than in the 
field, duplication of effort, and inadequate emphasis on the complementarity 
of services and the solution of p!'oblems et the local or regional level. 

A Regicnal rector of f<.gric .tltural and Rural Development 
will be nemf~ to head earh of .e hree regional orgAnizations. His 
function and rp1thort ty A ill <:over: ( l) direction of all regional acti-
vities invol·.r5.ng L~e 11 ne di L.);,.s of the M.ACAG; (ii) the planning 
and coordinntion all n:·g -~ :i.;ti•.rities of beth the MACAG and its 
related simi-autor~om011s '"'l ." ie .~; s:1;1 ( i.ii) coordination of the above 
activities ;-1it:~ ~~~c .;e of .. ,...he otf~cl· related regionally based public and 
prhrate e!1t Pi es ( pa:ci' "~l 1 ! l_y V. D~partmental committees of public 
works, the L.vii:rn ·~ J 1 'ition, the Bolivian University 
System, etc.). M'"mor.'1rY1L :;~ . c-.. :·t<>L:ly tieen set from MACAG informing 
linE> orga:1i~,. ic, "l'L' -·i·n-·. ·'" ncies of' some of the first 
stepr. invo1.,n1: the=:c '·"'' '-, r:ivc chai1gf's. details and mecha-
nism::,~ Lo 'bl~ i , ,, .: '~:· · ,. developed but will be includen 
in~' reletP-~ :mr>..:::>,e:.t • ~'}'.i'• ·a.:.. .. t-~-m plan on r onal and national 
covr -:_i~Et,.!~Jjt tc 1_1 ft f' ~; ~_t'~,~ ~is B. -"~11.:ic;n prec ent to dist-1.Jrsement. 
The plan 1 ~~ ex;-ect "· 

/ .. 1nc.1P: ,..,-, .• : 1 'F' ' .: f \/.: r;. , t ht regions, reflecting l of 
l , , i 1 , · J ,,c (,~·.c,,.; " ti ie.3 of MACAG an1. its re-
1-" "cl c1". iL ·, -:-._t,,:":-;"ti:o:; therein, which is also to ser're 
as t>· 1 · i :· " ~ ' .. c in.puts into Lne budget process; 
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MACAG budgetary process Which at the national level will 
be constructed of n seri~Js of complementary progr.::tma, res­
ponsive to predetermined national priorities nnd targets, 
but which in turn also rt~flects a comp()site of' the regionally 
developed sub-programs N?ferred to above. 

Creation of the oi'fi.ce of:' Director General of Agricultural 
( consolidatius t'"° existing and competing offices at the 
MACAG national level) t.:o which the Reg:Lonal Directors will 
report and y.,"bo will r•~sponsible for notional level 
coordination and overall supervision of plans, budgets and 
op.arations. 

Improve<l coordination al:;o will be faclli tated to the r ".tent 
possible in each of the tnrce regions by housing related agericles and 
units in the same physical locution in facilities financed under this 
Project. Although the creutio~1 these service centers will not ne­
cessarily entail the development of a single physical facility in each 
region, administratively :mo c<incejJtually, it is the whole set of coor­
dinated, integrated, Br1c expanded agricultural support fac1lities and 
services available to region, im?roving public services for agriculture 
in the three regions of t oc 11s b:r: l) coordination and integration of' such 
services; 2) regional level 1ecis n mar.ing regarding prc•blems and th~!·: 
solution; ar..d 3) shift fu::ds the national office to regior1al 
offices. 

The purpose .:-f th'::~ ls on ref' 10:1f l coordination and 
planning is to provii~ 11 ;et 0"'" iculh:ral and rural development 
services to th<: smnl l f~1r~1 ~ nc::cr ;,nt will fricili tate shifting to B 

more moder11 pr0dur:'t ion te::tmol0g;:,c. The mechanism for delivering this 
set of services tc iw' l :J·::"l. . ffl:n1.c-; ~: ir. the target group is twofold 
in nature. 

1'1 i r -:1., the, :1 ·:Pr:=,: :=~,·~ cf' p;.;.bli st::T·:ices serving the sector 
will not o .. ly « rL'.T·Tt . "i,·: r>:...>r:0;·;:: :j'lted et t:.• regional level, but will 
be housed in +>;e sr>n:P ;JJ l'N.:rby ·_:cal fflcilities. This will facilitate 
the cfficic01cy wit!'. \/:..." t i zed by the target group 
as one trir wi11 '.CL.":··'L"-p f with several different agencies. 
Also, this w: 11 en~oux-Ai;: q i ::tcrch ·· the agencies in improving 
their servir::-~s r>r,; e< ut:ri!):rt' ro ~,,. coordination and efficiency ~ ..... als. 

·~·:-i ,:n ind;::J-1- .,· '~J;:, .:::;1 :'or effeetl a ,:;hange in the produc-
•;ion techn~)l.-:iR;y "'' l 1. ~'"' "'.::'· •?;... • ... :1 and interrelated set of services to 
fr>-r-me:·::; in th0 t?"f1:r:· ~,_, f ·.1~1'.,::: ar~ detailed in i:.he component and 
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activity descriptions of Sect io.1 c / l ttbove. ·rhi:J will involve an 
expansion of both research and exteu<::lon services utilizing formal 
adult education classes, mobile extension teams, extension-creciit agents, 
research station field days and de.rocinstratioas, with emphaai~ on worktng 
with groups. To facilitate the adoption of the new technologies an 
expanded seed multiplication proccs~ing and sales service will be provided 
as well as a new directed credit p:cogram to assi.st in the required farm 
improvement and prodtlt!tion costs. 

b. Descentralized Credit §yste.111 

Pursuant to the GOB's concern for increasing public services 
to the sma.11 farm sect,o!·, the rece!l' rec:·g·•.:":lzntlon decree of the Bolivian 
Agriculturlll Bank 1:rovldcs for tb•.:; ~s+.oblishment of a small f.::.rmer credit 
division. This d1visio11 will br'? the impelernenti:1g unit within thr- BAB 
which will be dir.ectly responsible for the management and banking services 
of the revolving credit func to be established by the l'roject. 

The RP.B l1os 3 f·epe!'ta~ental office:_: in the Project area and 
14 provinciRl bra-1ch off'iC'es. r'trr·.-nt r13guJ.at ions include no loan 
approval authority except at the Departmental level. The Project plan 
contenrplates the eRrly adoption of propo!.::e:1 regulations concerning the 
creation of provincial cri:><li t ccr:::iittees Ard approval authority for them 
for loans unde:r lh.!.s Prc,.lect u-p t,) teoo. ,..:~ii:.; level is considered adequate 
to cover al.most c 12- of '-h" loans tc iw ext>:>rided under the Project. The 
provincial rredit ,, :.,:•;1·_ ·- ·t: i:: t.'_' :.r;·"L.~ci.E one local repr·esentative of 
the MA.CAG Ext en~: Jr: ~er ''. ('£, tf'.c ;_::;~y· snd fl representative chosen from 
existing leaderr of th~= :;.;·;;,-~t g!'O'.'-j)J ;;l:...s the MAC.AD regional office's 
credit super vi sGr . r.~ 1 :- f -:.J " 1 

;: ;r:·:__. :': ~: ia 1 age:1t. These committees 
will revie¥ &l l_ lo;:n ''l~:'L -::&·: h;,;_3 E<C: • er~:.ify the!:· eligibility as to 
the loan pi_!rr"':>1~ •· ni: th·· '>rl) li -::e:~ .... • T:;c r,.-.reening process and knowledge 
of the corninitt<·c- :11er:-:~)r.,.-. 1:~ .... .c _;<:·qy ''c·\ :~1b-borr0'Wer's capabilities 
311d f'Y'edit W·j!'tj.} :ir c '.·- . •:: , ' co;'; ·::;·, '· '':£1 pl'OCeSSJng by eliminating 
the 11ec<:>ssi ty i'r,:· ''t·,_· · "'~--L-:· >:·:'">~ ,c·e reque.-;ts and contar.ts. 'fhe 
advisory C"'!L':,- · t,-= · L . :-:; -'-~ '. :--~-. ~L,L,,~, •.•'.'•.:1 Ume, a strong insight 
i.r:c pr-:-ive;i r11·:i::t.; ~le' ·r:, .:.:: ~-.·;e~L:;;c;r;L~ f:::,1· further dissemination 
to lc<~'l l f, ··: _,_'l. 1-.'ir ·:;· - ·: c ;_ •:'1:V~nsion mechanisms. This committee 
also will :::,\~'" ~ aJ L:, , •-: · ; · i ~ : =- :.. ;-: : . . t: rev2.0-...· ecr:l recommendation of ac-
: ions ot, p.lol_i2m 1.o:u1 C":;:e; 11'..;lc:, ::.-rit clevatic,n to or require action 
~t the dep11~·t~cn;.:>.:_ ::..ev 0 ~ ::~ ir: ~:ll ;:c1s,=s o!.' loa;-; extensions. 

red.u~e t-!-.. ~ :_~ jrni ~Ji __ ; - . -- __ , 
level of ~ .:c . .. .: ::..:·; .J -~ ~ :: ·: t ,, ~,: 

~- :__ ·c~··:-:J. ::rnd i'ieLi :;11pervision r>:~ loan3, 
'. -~ r_.,f t,:2 BP .. B .• a,1d provide the inte~15ive 

~- _;,J_;..i:__ ,_ ~~-~ : e>r t!1e t.arget group bor:1 ower0 1 
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the MACAG will provide ('redit trnining to its extension a.gents in the 
target area, and also assign them to assist the BAB provincial agencr 
in the related field work. Priority \tlill also be given to group lending 
procedures to facilitate maximu clientele participation, but ·\,he curren~ 
lack of viable cooperatives ~nd other legal producer organizations ~rnOng 
the target group precludes a mo:re extensive use of this process. 'l'lte · 
NCDS will be providing support to the Project, over its lite and beyond, 
in developing farmer groups ond cooperatives to the point where they 
become credit eligible. By the end of the Project, a substantial number, 
probably half, of the Loan funds should be channelled to groups. 

The t:!Xisting and expanded e.du1t education training centers 
would be utilized to provide periodic short courses in credit management 
and the specifics of this Project';:: credit program. As envisioned, 
the first trainees would h~ the EJ\E p:i:ovincial agents and the MACAO 
extensicn agents of both sexes. Subsequently, but preceded by the 
development of appropriat-:> instr 1.:.c1~ional nnd informational material 
in the three common language0 of t:.e Project area, regular short courses 
would be provided to parttcipfants fr·om the target group, both men and 
women. Thene participants wou.Li rJ2 selected or nominated by appropriate 
groups ancl the extension/credi'· ngents from their respective areas for 
the training nccorcUng to a predetermined schedule of courses within each 
region. A similar type 'Jf t1:a.:i d ;:g would also be included in the sche.­
dules of the mobil<> ourtio-vi s•t11l +:.:·o ining uni ts. Targeted for early 
training at the adult e,)ucatl on c.:;,1ters would be the seleci;.ed Pi·oject 
group represe~1tatl V<:s 0:1 the locrnl provincial committees. 

The tntal mwh:, .· c:f -::u.:::uJatiYe lo~.rns to torget group indi­
viduals, w::.:!ther r:in a~: ~--.1i•:iri.~:2l '.:;e.sis or through a group process, 
to be ·nr=d.e rhrlnr; t:~-~ }J:···~jt:e":. ;:.::::·ic.~ ~.:~estimated at 30,000. 'f'he 
fol1':·JWing ~chedule e:ot b1r,tes L>:: :,;·~~:: !·1y distribution: 

orernti :1R; 

Ir:•re · l:'.l~r>~it 
TotA.1 

· e 'l r 
·---~---

_, 

. 
~ 

' ; ("·~·: 
~,, CC-<1 
'1-} ('.~ (, 

2nd 

3 q48 ' . 5, Er)6 
3)21? 'i,714 
7,} 6C 9,410 

6,197 
2,~n1 
j ioP ,_.).) 

Anr.t:•ill.:- ... Olf (' 1 &~ 
} ,, .. J,._ -.i ] 3' 630 16,034 

Cumtil·'t · · · · , s . : _., 

: (\; ;:, 
' _!..._)' •• 

r • 
t J --.J..:... ""_. 
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This schedule ilu::.t.ratt•:.i two princj.pt\l point$. lt"'ii-st, tht 
BAB will have to incn•mH.~ rapid.cy i t.s c11paci ty for serviains the c:redit 
needs Of the Pro,1ect • 1rhe tllUnber of loans in the first year is 6, 016 
which would move than double by the end of the third yenr. 11he number 
of loans that must be serviced on.nuolly increoses from 4,016 in.the first 
year to 16,034 in the fo11rth ~,rear, an annual rate of growth of 6CJfo in 
capacity to servlce this Project's loan portfolio. Currently BAB has 
61 000 loaris outsta.nding to small farmers in it:> protfolio representing 
the cumulative result of all past BAB efforts in the small farm sector. 
Technical assistance tc BP..B, training and use of MACAO extension agents 
in the supervised credit J,rogram, and decentralization of decision making 
via the regional loan committee planned under this Loan are expected 
to increase BAB's capacity enough to meet this schedule. 

Seconct, a mir:imrnn of about 12,000 families, represent'ng 
75% of all those who adopt 1.ew technologies during the loan period, 
will be serviced directly by this credit program. (This is the cumulative 
total of those e>..-pect io obtu improvement loans during the period). 
In addition to the app~·o:dm".ite ly .. 000 improv1ement loans grar.ted they 
will be the recipient!" of almo::,t ,ooo pl'oduction loans. Thus, each of 
the 12,000 families thul are beneficlarles of the credit program will 
receive an average 2. 5 loan8 d'.D'.lng Lhe four year period ... l for increment 
and 1.5 for prcduction, amo~mt to about ~~830 per family. This repre·-
sents about $10.0 millic1~ 0!' c&i.Jl t<d or one full rollover of the total 
$5 .0 milU.on allocated to ti1 i~ cr,mponen':, during the Project period. 
Further, ba::J:-d n;1 f:.he ·~:;. ie~:ce with farm units of essentially 
the same resvill'CP. i. E1 se, 1·.r ing forth a ;~20. 0 million increase 
in produrtion . 

.'k1s-::a upo~; tLP sm·vey of the Project area and ad-
ju ing tili~ 19 1 • · 1 f.\ ~1 tr>; ic.·0 level (the latest price deflator 
avf!i lablc; ' e '-" ;enige · P.r,:. ,,.,-iJuld need on the average slightly over 
or~c hect21"" •Jf lar'd t·" m•"'et ;;:~inteuance requirementc. 'l'his would 
:rroduc-+ ap.r· _ . .:-::rr r-.J,,- ~Boe ;-~ ,_ ·:~~lue of cutrut. Given this information, 
i.e._, t\ .. "lt ''<nT' f'urn: , ;;_. t 11te approximutely $800 in net value 
of i'<"C" >s ··-:-,.: ~e·· /.:.c•?'~ i: ·-r .ler u_ ;J;ai:-itein itself in 1973 pesos, then 
it i :'·. ·!1~ .. · r, t·~<: t ~. ~· ':;, ;· ; t of im~tely one hectare / which 
gPr1erate~ tJ'~ ··r: \~~}·Jr::1 f 0·1ti:H1t, '\iO~tld be a candidate for 
crt: .. ~1:-. fc" '·r:. ~.eel«··- ;·'i;:-' . · :-:,;'..: :_ .;:. '' cash outlay except as might be 
firanced -.'r··. 1::-r:t·:r: ·n,··1_: ... ~" o~, f;··c·ireted c1:ipital. BeJ-:::md the .µ300 
ne+ inco:•:•· · -., ~ '' •· ·.,,..,"}y ~-c·~!i '··- c:·:11f"'ted to either increase their 
,,t;HnG.ard . , ··r " e; L: ' ~Ja t e se vi ngs. 

, 1 ', trHP ra1dly at tl'"e maintenance level would 
· .r ":". i:.·c: unle:s·~ the p1:obability of failure 

-.i1 ._,_,c:ll:• zero. Thus, any program to improve 

BEST .~VA!L~t3LE 
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the economic concli tions of ferrn fa1':ili<>3 iu the absence of goVEllnment 
guarantees against lor c:cs due to risks must be closily tied to a str(Jng 
supervised credit and extehsion program. It must be understood, of cOU?Se1 
that the farm productio~1 IJlix (Le. combination of crops or crops and­
livestock) relative to market acces3 and prices will determine the size 
of the p1oductive land unit required to generate a given value of output. 
Value of output p~r farm unit thas becomes one of the basic criteria for 
identification of the eligible c1·edit target group. '£he target farm Who 
will utilize credit under the P>..·oject ore characterized as farms ttaving 
a production potential ubove fami1y maintenance requirements, and a maximum­
net incorne :f'rom farming operations (based upon 1974 peso value) of 
$1,500 per family. Thu:; the following become opero.tiona1 lending criteria 
to govern the adminiEt1atior1 of the credit program: 

l. Demon~t!·nti•m of 1;otential to r. production level beyond 
family maintenance req\~: ,--_:c1•:.1L::: ( :,uuolly involving adoption of fl new 
technique re11uiring credo:. fer pu:rchuc;c: of modern inputs). 

2. Den1or1st~ rr-~tlc;11 cf t:;r(JSG inco1ne pote11tial from borra"fied 
fwids at least twice tn~ uaciunt of fun1s borrowed. 

3 . 'P·~e l<)n L 3 L: e J. i!tci t tc any one farm tmi t will not exceed 
$2, 000 annually, for the 2o:r.bL1(d cper 11 ting and investment loan. 

4. A farm opereti~z ~:it will be considered outside of the 
target group whe:1 r.et. in~c:-::.=: f:;_·-:;.:~ :'i1:;_·:;:i ng operations exceeds $1, 500 
Per familv \)r n:_rc-- ''. of'-'' f'.:_1r'.:-,· .-,;::-·' r· ._' o-.·epe/i !:? ()('0 "' - r-,, .1 - - ... , """' -'· - -- ................. ....., ,,__.( t""- J _, • 

') . ;: , fnrm 

at lea:-;t sc---~ nf 

cre·::i t 

_,- .• -, • -- T 

; ·- ·l_' l :1 ~ ; t . ; 

the .tmpr:- ,,,,,-- .. r_ ! ~ 1 I ~ '1"", 
• -- ... f 

' t_'_ - .... ~ (- -

,. t ": ·- ~ 
•'S ~- , ~ , 

-- -· , --
"-· ' ~ -~ . / ._ ,_ 

'_:i·:t" on ti.<: f'Brm :..:.:1it and derive 

r: ~~,,pee ti ve borrower cf ot.tainin.g 
c':;J ·onJitions G_Oes GGt f~Xist, 

.~.-·;•'_ -:,.:-'i~ 1 j- exists ~olcly from farm income 
--;t J ~~ < (~: ,-~ : .. """-- { ar i nc{J~e. In the ever1t that off­

'-: ::y::.e: _t, it r.d~t be established that 
r _ t ml-:er:::cly ::.ffect carrying out 

' r' ·-

Clesira;)l•.' n-- -, 

p<!rdcipar · .. 

. \;] , :--- ...,, .. 

;;;:-,,::r.1r:· review .,_.ill include specific 
CL ~J-er::,o~,. loan size to cluster above a 
,,: ·.:rsc l-': :.n the number of potential . - -· -
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D. Pro.iect Bac}csround 

1. §!JPR!!'Y 2t Segtoral P~r.fornL~.n£t 

Viewed in the pe:rspecti ve of Bo11 via• s long rtm development, the 
perfonnance of the agric•tlture sector must be judged as l<!ss than na.tia­
fe.ctory. Increases in agricultural production have lagged behind other 
sec.tors of the economy, and egri r .. :ultural growth rates have failed to 
keep pace with the increase in po~1tlation. The result has been declining 
per capita food production, greater demands on llmited foreign exchange 
resources to support il!lnediate consumption needs, and leve1s :Jf savings 
and investment much lower than are necessary for stable and sustained 
economic de•ielopment. Given declinl11.g food availabilities and rising · 
prices ( wh~.ch in part reflect world pr ice levels), the welfare of 
midd1e and low-income families whc spend a larger share of their income 
on f'ood appears to be deterioratiri<~· Average nutrttional levels, already 
well below recommended sto.ndard0 i'or calorie, mineral and vitamin intake, 
also appear to be declinitigJ or nre stagnant at best. 

While in the aggregate :per:forrr.lince of the agricultural sector has 
improved somewhat in recent yee1·s has especit'1ly benefited from in-
creased output and ravornble wor fftarket prices of export commodities 
in 1972-74, avernge 'farm :ncomes ri::rr:ain among the lowest in Latin Ame1•ica" 
The agricultural production goins r<hlch have occurred ore mainly the 
result of increased output of ugHr, rice and beef', all of which 
are produced primarily cw exc1,~si':e in the ori~ where cotton and beef 
are exclusively a product of farm sector. Favorable returns 
generated by these crops i:n ':•-: rtsc to a small but growing modern 
agricultural sect.er centered .in .2 fertile central Bolivian lowlanda 
near Santa Cruz. 

In C:(Jr1t rn st 1 n1c>? t 
farm structur':? n res:il t 
during the 

t:':" ~· ~ :t ')f Bolivi11r: agriculture, with tta 
:Lnn :cefarm Bcti •ti ties in the highlands 

Altiplano and valleys and uti-

" 

lizes a tradit .a: 

Much of the , , c Lt :··n 

on smnll land holdings vith 
llf:'.itPd income producing capability. 
this small farm sub-sector is 

-ror· sutJsii.ter~cf.~ c: 1:}risu1npt 1 (Jr~, 
cornmer<::ial rn~;ri\et: , 
sector are respr1 1' i·,01~ 

the fact that mu.·:l' 
lirrite-: t}~e ir ac• · · t 

:3oli vt a 1 "., r, '.J .. : l ;:.;.:•' r >Pt 

G r:'.)w i nz Dr;; .11 Al! 
;1f·ve led ">-· in(.:r•:s~.·-· 1:: :_, · 

u limited share findE 1 ts way into 
£':1!:mers in this small farm sub­

thd r mm resourc0 constraints and 
!.. 0 fr;!' their own consumption hove 

!f£rket PCon<Y.ey. As a result, 
marginally to the demand for 

ing inc,:-ihes in t11e non· form sector 
deman,4 for agricultural products, 
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particu1arly for food. Because of its limited mxpply response capabilitJf 1 

the sector has failed to meet this increasing demand. The resu1t has 
been a growing food deficit within the country with the resultant necess!ty 
tor increased food imports and upti.rard pressure on prices. 

For a complete description of the nature ..md performance of the 
agricultural sector in Bolivia's economic developnent, see Chapter I of 
the Agriculture Sector Assessment. 

2. Genesif! of tb_e Pro,ject 

The proposed loan Rroject is a direct outgrowth of the joint tJSAIDf 
GOB sector studies initiated in late 1972 which led to the development 
of the USAID/Bolivia publication in August 1974 entitled, Agricultural 
Develo nt in Bolivia A Sector Assessment. This Sector Assessment, 
reviewed in AID in October 1 1971~, identified an interrelated set of 
constraints to agricultural development and praposed an integrated assistance 
program focused primarily on the constraints limiting agricultural develop­
ment in the small farm sector but, also, directed at other rura1 development 
problems in health and education. Chapter VII of the Sector Assessment 
identified five agricultural priority development requirements tcJ\ferd which 
the USAID agricultural assistance program should be directed: 1) Sectorial 
Management; 2) Key Crop Production and Marketing; 3) Small Farmer Organiza­
tion; 4) Agricultural Edu~ation, and 5) Short and Medium Ter~ Supply Res~ 
ponse. The specific asnistance program proposed therein oµ~l:ned a com .. 
plementary grant funded technical assist!iqce project and this loan for 
FY 1975 to attack priorities 1, 2 and 4.11 The resulting PROP for the 
technical assistance project and ·the IRR for this loan Project were hoth 
reviewed in AIL•/'w in mid-October 1974. The Mission was authorized to 
proceed with developm&:nt of the CAP on November 14, 1974. 

3. (' orrrp::. er;c; t-: r~ ty _c.,..:·_,_,.~l:.....T'_, _:.i_· r_c..._· :i_. t_an_d_Lo_ar_1Pr __ o_.g"""' r_am __ 

This proposed Loan and the previously submitted grant project 
(Basic Foods Prc.lucti0n and Marketing Project N° 511-11-190-346. 6) are· 
in esser;~e both partJ of one :project. That is, the grant project ad­
dresse:; the sac.-::: purposes as those described in Section I, A1 1 above 
for the propo">Pd Loan. 

Thu~, two differ0~t sourc~s of financing (loan and grant) are being 
prcposed by LTSAID/rlolivia to assist the GOB to achieve the global projeQt 

1./ An I9R for a loan pr:jt::ct adciressing priority,5 entitled Basic Food 
Produ-:ti::::n, wns rf'viev:3d in .-"..ID/W in October 1974 and a PROP for a 
ITICre gldb:.: 1. .npproach to p:r~_cri ty 3, Small Farmer Organization, i!> 
sc:hed:iL .. .i f'~. · vy 1 :1?!'.',. 
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purposes. The grant is being utilized to provide full-time tech-
nical advisors to work with MACAG counterparts in dealing with the first 
three of the farm global project purposes noted above. The mm will be 
utilized for five other general classes of inputr. which are oleo necessary' 
to the achievement of' the first three purposes as well as the fou:rtb. "0',. 

These inputs include: 1.) parti\!ipunt training; 2) short .. term (TDY) tech- ~­
nical ad~isors; 3) construction 0f necessary buildings, laboratories, etc.: 
4) procurement of vehicl•?s, equipment and supplies; and 5) production credit. 

Thu$, the grant and the Loan each provide some of the external 
inputs necessary to achievement of' each of the purposes. For example 
under the Sectoral Management activity, the grant provides for two :ful:l.­
time technicai advisors to work in the Offices of Planning, Economic 
Studies and Statistics, and Marketing to help these offices improve 
the data base, upgrade the quality of economic Emaly'sis and policy formula-'. 
tion, and agricultural planning and programming. 'rhe Loan provides for 
data processing equipment, calculators, vehicles and other supplies. 
The full-time technical assistance without the commodities would severely 
limit the effectiveness of advisors and vice-versa. Similar relation~: 
exist ebtween full-time techrdcal advisors working in achievement 9f · 
other project purposes and tLe impu:.s provided under the r~oan for those 
purposes. 

In addition, gr&nt resources (technical advisors) are al.so com .. 
plem~ntaey to the Loan res0 1trcet:> devoted to achieving the foµrth purpose 
W1der the LoRn. (Loan resourceL devoted to thE first three purposes are 
also complementary to thos.e devoted to tlie fourth). If demand for modern 
factors and credit is not stimulated by the research-extension and sector 
management work of full-tire.e &d•risors, the increased availability of modern 
inputs And. Clf:dit, nnd broadened occess of the small farm sector to these 
can be seri,Jusly rl2stricted. In 1~act, a large part of the burden of acquaint­
ing t~e s::ia·1.l-fR!"'!:. se.::t:)r wi t'1 t~e availability of modern factors and credit 
will fall on t.-:c ;:moulders of· extension workers. Thus, in all of their 
aspects, thE. ::"'opused LcB.n and the grant are highly complementary. 

Tr.i.r; :·.c:',~ ?roiect \.J:1.:_ H:pre.sent the first U.S. loan made directly to 
th .. : Bo~.:vir1:1 ."':1-;L J uf /•,gricilturc. ::owcver, there are two previous 
grant funcit: US;~T~· .· •. i: fl't0 ci"!•··"· s-~r r::.gen.~:y programs in the Boli·1ian agri-
culturul .;<? ·:- Jc.l:~n .:irectly rel<it·: to the pror'o~ed loan: ( u) the Ser-

vicio Aprf "" .. ~ ,L ..:: .:~~i:ano_. ~ ~:r.~ yro~1·an1 betw~f·~ ~?45-65 ,in resem·ch, 
exten;;.., ::m f.:.J . i·-1. L-"' cred.,,_..,~ .1.~•-< (t. the Utah ~1.ate Unhersity contracts 
fr0m ~rj66- tr p:0 ·,- L'J' i· ~chr:; ::al a0.sistance. Find instltutional develop-
mer.·;;, rela:-.p·.,: ; ·:-!-'«Pf. :='·::in:::<<: 3•1d w>':lt pro<lu::tion. 11 review cf these two 
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program~ and ·.1ther us, ... !D r-not:·tance 1.n ogr•~u.lture not tlirectly related 
to this loan F roject can lie f!)Wld in Che.pt er 6 of the b.ission Agricultural 
Sector Assessment. 

Tne SAI program (~P.r:ninnted in 1965) and the technical assistance 
program for cheep, fo·.'.'ages and wbcat ( to te1"r:inatf! in FY 1975) 
indicate that substantial productit:::.t.y gains can be achieved when new 
technology ts developed. 1:md extended to farmers, despite relatively serioos 
constraints of the resourc{· ·ntde and/or availability of modern inputs. 
For example, tl~ere were :..;ev~'t'a1 notable successes under SAI, including: 
(e.) introduction of Zebu P.nd :it.her improved cattle to the natural pastures 
of the eastern lowlaadis .hl·~h 11a:J a significant impact on the productivity 
of livestock lo th~ i:i:r.e.'i 1vv1 form~il the basis for moving Boll via from a 
net importer t:, n n eJCf,JOr :: • .::- : ( b) selection ana introduction of the Cuban 
yellow corn variety, vhi<:h si..·!,.--:~antislly increased national corn yields , · 
between the 'nid-19';0 '•"': 1::1"1 196o' s and remains the predominant variety 
throughout the country: (c) sele~tion, multiplication and distribution 
of high ylelG.ing potatoen and q•linos resulting in greatly increased national 
yields; ( d) develo:prnent cf the 8ochabrunba dairy industry, ·which supplies 
milk and mUY p:-:·oriucts to thP. Ccchabamba a:1d LA Paz markets; and ( e) selec­
tion and intr-:duc-r:ic.:.n of Jrrrprovr>c vax-ieties of rice and sugar cane which 
contribute(! greetJ.y t\:. tr::: 'l·:;hlev·;ment of self-sufficiency in the produc­
tion of these two fD::•'°!~;c-'.-~1 by th-:· f"_id··l960's. Additionally, the SAI program 
included a very sb·ong r 1rtic-ipar.t. training component which has provided 
not only many of the .ien,; '.~, t'g::: lcul tnralists in the private sector but 
also the sr.mll ~or~ nf f.f:J ·"ureer e:::ployecs currently directing the govern­
ment 1 s agricul +:lu-al de\·elcipr." .:it effcrts. 

W t1 ~ 1 2 r f' !.' t.' !, n ·· - i ~ ,, .. i : , "· r ,. · _. : . u f >: '"' i ·: :":. · "~ c- i' the : ; ~ l ;:, e ch n i c: 1 L n:: . : : 1. -

<:·.nee :-:c c : :i · .,,. '· ·; '!: . ,_ · : : !'t: &.l. reridy ·u~e .: crrtt- s ig:" ifi ce.nt ~ains 1 

includir.·;~: : c:r; .'~"' -".t..•: r'.·, ... nt:cc1..L.:.,~tion of two hi.gh yielding new wheat 
Va:l'h~ie.:., c,:·c~ +:1·' "t:":J..:·0v .1r..;:-:1t 0f Ut.h.er local varieties which have contri ... 
but•26 .i·crcc~.J~,' L•. a~::: .. : in...-~4 ":-~·f• ~n the national yields i;i less than a ten 
year lJC.i.' ioci; ) ; ~- e . ::· · :~f ·winter wheat farming in the sub-tropical 
low<.&nds ·h:- t. , · 1f·~ r·- · .. !; ~·,..,es ibili ty of res.r self'-suff iciency 
in y;t;eat ap;; · ... , :,:., i "· - : " i ~ .. V.'!J.Gpr1en t ".Jf 20 breeding flocks of 
i~'o .. ' ed b: .: ·: .,.,, .. · ' .' ; · r :::. vh ich are provid ... ng approximately 1, 500 
bl1x::..::te•1 ~: .• ~ - r·rn '_} · , __ ,._::..;_-._:).£ .:.>te 1.:>p farmers in the Altiplano; ( d) 
r;cz::.·w= _r.- · -J ; ; r . • _. , .· ~" ' _rict. 1 , ·, ~- 5, ()('..,.() hect1:1res of alfalfa in the 
Al~'-l:f·larK ;.:\i> ' .' :e:.~ .· ~··: ··.·11r e::..~::-tt>d :pr1.or to the project's initiation. 
'["rw ;i:»lv: ~ ~· ~";' '.; :.._i :'~·: n-.,. •; ·· c .. .:;:-r~ntly estimated at $ 1. 5 million, 
p:·:Ja .. t.:c~::l .o:-·v~~ · - ·.'"~·· ·~ .. : .J:. ... ~- _ f'e.!"J: sector. 

· ·' \,,,,.. )c,1-i-overn.ent:. prc~r:1ms hDVE produr::erl :;ome 
.l :·:-.'.li~·.dit.r fo.--:rn; hns rP.:>ulted 1n only 

. ,,:·.-: '."or g~ni'rally. 
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In contrast, the more br~adly focused SAI program had n 
more global impact on the sector. Recognizing this, the proposed {J:)an 
is designed to address a relatively broad coamodity focus and resource . 
base as well as the technical and inat11;utional constraints in two major 
regions of Bolivia. 

5. Relation~pip of Prpje_c~ to other Mission Prog~ 

The focus of the A.I.D. effort :ln Bolivia is on assisting the 
GOB in improving the standard of living of the rural popul&:tion through 
programs Which will Slu>port Bolivia's overall economic and social deve~~ 
ment. Since Bolivia j.s too poor to adopt a strategy of income transfer· 
to improve the standard of living of the rural sector, pd.mary emphasis; 
must be placed on progrems which increose the rural sector's income ear~·.,< · 
ability. Thus the cornerstone of the Mission's overall strategy 1 as seii ·. ·~:~r~·, 
forth in Chapter 7 of the Agricultural Sector Assessment, is this loan .:. 
Project aad its complemehtary technical assistance project which are 
scheduled. for initiation FY 1975 and the expanded rural community and 
cooperative development loan and grantprogramsscheduJ.ed for FY 1976. 
Programs in other secto1·:.; wo'.11.a be designed to be supportive of increased 
income earning ability of the small farmer and rural dweller and, to the 
extent appropriate, of the po1·ti..:!ulo.r programs undertaken in the agri-
cultural sector. 

As indicated abow, USAID's plan in the agricultural sector is 
to work w~th national level crganizathms on national programs but witt 
emphasis on discrete geog·~phic areas. In regard to USAID assistance 
activities in educetionf .Lt. ii.- planned to have a wider geographical focus 
than in agriculture, slnci:· it ls necessary to have an improved education 
system genred to v'~:e;·e t":•" pe•.J.)le are located. However, within that 
broader covera.se, J..t will be n(~cr:ssary, initially at least, to select 
specific EU'f'H." ~·'Jr conce·rt:raticn Gf resources with a view to: ( l) making 
a start on lmprovc·- n.:..r:.; l teacher training; (ii) developing curricula more 
relevant tc tb·= 11n:·1s i''.·H~ cultural interest of Jocal people~ (iii) quant;t.-·· 
ta ti vcly expand iL'-~ ti-ito · .; 1·'di, ic ml i:1frastructu.re ·oase and rural out-react~. 
facilities in ttrse ::e 1 +:r:te>:l r2gions~ and (iv) tryin.g out,, initially ons · 
regicnal bfL~i··, 1(.•t act,L\•i 1.Je'C. i"• :norlern aids to education and in ndm­
formal &_t).Proache::: ~-o J.e<i: '11 ng f'or subsequent adoption on a national sca);,e ... 
An important r ri t eric:i r. se1e,.~ ti on of those specific regions where the.se 
-Prei:trams will oe f!rst jnj•teted will be the location of coo-perative 
A.LT·. s " , ·ro: , ... ,c•::-.. .·- i:-1cr'_a l·r' terate rural r1orulation, 
more alert t : . ..£' ' :_-,. ~'-1' '· j :-. be,c.t."l ·rained tc take advantage 
_1f ll1.'"li~a~ . .i .. ·-= :i~ L·c,,r' I;:.1 -~ ~- :.' s·.1p1Y L'' ive to achievin13 tn-
cre!=!.sea ag~·i _ .. ;;.r·: ~ prcrhf' ·1 ~ , '. r '.:::-,e .:>r:m. ll farm sector. 
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Insofar as increased agricultural output will l'GBlke more food 
-- f_'!' i 

available, it will be aapportive of the Ministry of Health •s progrum for 

improved nutrition, especially among the JIOOr, be they rural or urban. , , 
Also, to the extent that food imports ~an be replaced by domestic productiQn.;· 
and that greater export earning:; can be realized, the consequent increase 
in foreign exchange reserves can be channeled toward investment capital 
to create more employment or to a broader range of consumption items, both 
leading to improved well-being for all Bolivians. 

6. Rele.tiori.ship to Other Donor frogra!lll!. 

The general thrusts of other donors' current and planned assistence 
programs heve been discussed more fully in Chapter 6 of the Agricultural 
Sector Assessment. UMID's planned inputs have taken into consideraticn 

and are coordinated with those on-goi!1g and proposed ase1ictance program.a 
of other donor agencies. Recognizir.g the necessity o~ a program focus on 
important development and equity p~oblems and that no sicgle donor agenc-J 
can address al.l the problems of the sector in every region, USAID's pr<r. 
posed agricultural program with its geographical emphasis in the central 
valleys and central 9rie"1te will complement the other donor assistance 

programs uhich also tend to have a regional focus. For example, the IDB 

regional development programs are being proposed for the central Altlpleuo 

and southern valleys, an~ fl similar IBRD pro,1ect is being planned for tho 

northern Altiplano. In addition, the I3RD is interested in regional develop­
ment programs in selectec: ('olonization or~!as of the western oriente.. The 

UNESCO and UNDP are also planning a series of small pro,1ec"C.S affecting · 

agriculture in tht=> southern v:illeys And t(~crmical assistar~ce to CORDKPAZ 

(the department3l JevelO?ffit:Lt corporaticn for La Paz ~partment) in the 
northern Altiplano. UNWFP is planni:ig financiul aid to assist in develQping 

the dairy industr;: of' t.li·~ AltipJ.ano. Sim:Uarv, ·..::i ile US;JD 1 s commodity 

focus will be en basic food prodL:cts now 1:1 short strppl_y c:nd sni table for 

small farmer productic:-., tf:P proposec~ Br i tl :h Tropical Mission project 

will pro•vide tecLnical c.;.;sis'.9.:1('C for the production of cotton, sugar cane 

and tropica.'.. ""ori:~ges. The L:RD hsr pr.:iposed to provide credit for increased 

proctuction Of t[1eEf.' "HlC C>tr.t::. r::;Of">; fr.eluding beef cattle in the Orient,e, , 

which are mf!i: . .i~' .t:r-_:·,L'ed on lar~e scale ceir,me1".::ial farms, and grape produc­

tion l:.-i the soutlw!Ti '.'11-.lt>ys whid1 is prorluced 0r: both sreall and medium 

slzec r~rm~. :;sAIL' 1 ~~ p!"Cg!·am Wot!lC. <Jlso be ~utnclly supportive of UNDP-

FAC efforts tc '1evelop z1 »A..:.:H1 ·-·:'~tp~· !'esou:rces nnc. i~1creose smell scole 

~rrigation in trr:: '.:'Jch:f: ~mt!:: :'(;part<tem, c.f the central veUeys and th"5 

H.m~.l et~ eff'" - .- -:if ~l)jf,f.._i ( tre :::wi:;s technical essistance program) in 
df.d:ty pr0d1:·~t5.or. ~!- , ... ·_:,· -.-...-t.r,. 
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7. Coasiste .. nc:t: wii:(b gIAP Revie.:,~ 

The propose., Project is consh1tent with t.hc f1n<t1ugo nnd re1·on1.,. 
mendations of CIAP. Essentially the same aet of constraints rentrictinR' . 
agricultural development has be~n identified by CIAP as are set forth 
in the Us.AID ~~ecto1· Aasee sment ~ 1) low productivity among the major sbJli~ • 
of the rural population in traditional production areas; 2) poorly de~ 
factor and product markets including credit especially in traditional . · ·~· 
areas; and 3) lack of adequate fina.1cial and human :resources in GOB a.grti:-
cu.l tur~l institutions. 

Most of the CIAP r~commendations for deali~g with these constraint$ 
are at least partia~ included in the loan Project and are additionally 
complemented by our grant funded technical assistance :program. Project 
components which are responsive to CIAP recommPndations include: 

1) Strengthening the capacity of MACAG for research and extension 
activities, carrying out development projects, tsnd planning and coordina­
tion of the sector activities; 

2} St.rengthening farm-er level educetionol training programs; ana 

3} Strengthening credit markets for the smaLl farm sub-sector. 

!here are, however, some CIAP recommendations and espects of the 
proposed lean Project whici.1 go beyond or do not pr~~cisely coincide with 
certain of the IAP re"ammendations. CI.AP docs r:ot. make specific recom­
mendntions f'or iruprod.ng h~unan capitAl in agriculture even though they 
identified this as e constraint, 'litereas formal ar.d infoi-wal training of 
personnel from M,A('AG and reluted ir.stituticns is an integral part of the 
proposed loon Froject. CIAP also reco£nmends a continued :;irogram to im-
prove native sturc:; a1:·: recuce overpopulation of sheep in the Altiplano. 
While th~ propo.-;ed m.:;.r..:: program does: not address these problems, a 
currently c0nc luding USA ID progrfu-::1 ne1s set the stage for this process. 
The CIAP also recommer1C.s a team of technicians for work ln irriz,ated agri­
culture ( es:pec i ~:Illy ric<'; be e.:>teblished and that emphasis be given to . 
establist1m<:?nt -.::>f agro ·industries. :iei tr.er this 101m Project or other 
propos~d USAID assistance explicit~ emphasize irrigation or agro-in1ustr~. 
Ho-.ie ..... er, tl:i. s L::>ar. ~o~a provide a fund for pre-feasibility studies in agro­
ir.dustry of s "..imi ~.:.ec sc1::tle '..In:l a proposed FY 1976 Small ,r'armer Organiiatior~ 
Loan will iaclude n:sourcl!s for vill~1ge level irrigation projects. 
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SECTION II PROJECT ANALY8IS 

A. Institutional Analysis 

1. Executing Agency: the MACAG 

a. Brief History 

In the last 25 years, several important changes have been 
made in the system of public institutions engagc;;d in the management of 
the Bolivian agricultural sector. Du.ring this period, the Bolivian 
Agricultural Bank (BAB), began ma.king ii:mitcd amounts of' production 
credit available to the agricultural sector. In i9t~8, the newly created 
Ministry of Agriculture, Cattle and Colonization replaced the Bolivian 
Development Corporation (CBF) which had been responsible for managing 
the agricultural development program in Bolivia. In support of the acti­
vities and :programs of' the Ministry and BAB, the Interamerican Agricul­
tural Service (SAI) was founded. l t was financerl and provided with 
technir:!al assL;tance by the Unit,ed States and carried out programs in 
a:gricul tural extension, resei'l~ri;h, development operations, and super­
vised credit. Shortly after the Revolution of 1952_. the Ministry wag 
redesignated the Ministry of Agriculture (MHfAG) b·-t continued its closl'! 
working relationship with SAI. ·:he MINA'I was organized around di visions 
which dire2tly affected crop and animal production iE<:'.luding the Depart-
ments of Agri tur"'. ~,i "<>tock, gation, Me-::,~:'.:-,~cJ_og-y, I.R..nd Settlement,. 
etc. As a r'=sul ': ci' ,_hie "oc-.isJ :.he Ministr:: of CP.F:pesino Affairs (MAC) 

.1"18.s founded &_"v thi tir:;.e :--_. )rovide ::'or the social welfare needs of the 
1 - - · ,.. 11 t' - ~- · · . R t' S . (SNRA' rura pop1tiEt.1on. ~".tr:3 -Y ,ne .. 2- i'+rRrian .• e orm ervice 1 

was created to adm:-_nister the _;_&riC: r·,::dist:ribution p:rogram contained in 
the Agrariar. Rei\:>!:'r:1 Law ;:"romulgatec ':' "rirtly ?.f'ter the Revolution. 

,, 1"::, !1i · at 

sectc~ outllt. ·"llC'J':: r'..:J. ~!i:1ed 
~.: 1 lblic services in the agricultural 

~ '/ely stabl'7 1_;ntil the mid - 1960 1 s 
sconti:-rued. ?he exten .. 

sicn ?rogreJY, .,-ac: t::'a sf 0rrerJ t.o -:,:.e KT NAG, its ere Ji t arid res~ari:;h pro-
grGJ!lE we.r"' p·ir .. :-:~fE:l"'>< ( cth•r . and .;t::~ "!<::>velopment o::ierations 
were :.·: t.:- ~. Tri lS/, . -_ j ::'ltic:-~'il Insti tu-;:,;:: c>±:' Colonization and 
Comrnur:i ty J:..::·i·:i._r:•p"!'ent 1···1 ::- 1"f.:,;i;:,ed •wder the juri ~tion of MH!AG to 
manr.g:.. ':-1d t,y de·1e lopment :.icti vi ties being 

· · .. ". Tn , r··o"7 ,_l1e Di·,,,.; "'..;on -r Col ca::::·r·tea ':--~::_,_ - -'-· --;i . , "' v..c.,.,. "' u o-

Corn.muJ1itJ 
In-"'ti tute ' 

'·iP..S di Yided '-c) form t::e Ne tione.l 
, ·~' . · i< <:: (:·.::-": S ~nd the National Colonization 

}s,..a:;e ·~-~ . .:-.~t.2-'a~izea publi:: i!lstitutions unde1'· 
.k.i.~-i. ~'·"';:he<: T'U'•/~ institutions, the National Wheat 
we; s ,, ; ' r, , l~';;:.: / .: 1 i r.cipa:_ ly promote wheat produc-
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In a move to consolidate the di~parate entities working in 
the agr-:.cultural sector, the MINAG and MAC were merged into the Ministry 
of Rural Af'fairs and Agriculture (MACAG) in 1970. This merger lasted 
until 1972 when the MACAG was again s·~parated into the MINAG and MAC. 
However, during the GOB's reorg~nization in 1971~, the MINAG and MAC 
have again been integrated into one Ministry: the MACAG. 

b. Organization 

As a result of the ministeri1l reorganization of Febrmi.:;cy 
1974, the MACAG was founded. Figure 1 indicates the current national 
organiz~ · ~al structure of the Ministry. It is headed by a Minister 
who is supported i;y one Si.ti~ ~Secretary for Agricultural Programs and 
another for Rural Mfairs Programs. In tw.·n, the.;e Sub-Secretaries 
are supporterl by and responsible for various pro5ram, staff' and ad­
ministrative sections. At preseLt, these sections togethe~ with top 
management have n staff of 1pproxima.te2.y 508 full time employees. In 
addition to these sectic~s 1 ~he MACAG has jurisdiction over various 
decentralized riul,lic en+.ities including four public institutions (INT, 
INC, l1;cns, and SNRA) and a public business (BAB). 

r'cr the most part, the MACAG incorporatE>s the same programs 
that existed in MINAG and MAC. However, a changes have been 
n:ade in the 3.drninistraticn o..nd orgunization uf the Ministry. The MP.CAG 
currentl:;· h&,s fou~· program sect.ions: two from the MINAG - Agriculture 
and Livestock.; anc "two from -che ;>'.AC - Rural Laber and Promotion of Ru.rel 
Works. The Rural r,~·edi t Di vtsicro and Horr,e momics Group of the Extl'ftl- , 
sion Department of tne MINAG we:re transf,.:!rred to SNDC during the re­
organizatio:1. Nf:DS alsc ~;as t!1e res:vin.sibi ty for organizing 
and providing assis~a~cc to cooperativeE. In ad~ition, the respective 
offices of Staff and Adm:iriistrative · .. J.cr:s the two Ministries 
have been rr;t: i :.:here f\111-~ticr:s · . .,-ere duplicated) ar:rl the Section of 
Cooperatives ar1d '.\ural Ca.dastre of ·.::he M.J..C has been made part of the 
P1a:ming Offic:: in the Staff Section of the MACAG. 

. ·.::he MACAG is ed of A regional 
, es ,Jepartments except Ia Paz which is 

s·.=rVH!Cd by J • ;.~en::..::::-al Mini:: "ry. The reGiona.:'... c 1::'.es are responsible 
:?er the 't>liJ:.CP.,"', ~:r. .heir re eti v·~ De:pe.rb.ents ar~d contain a 
tota~i. staff :1'rr:~bering &.~ ~eJy 7 TLese 0ffice£ are :::;upportr;d 
by 'l :\fst.em ~ ~ :?:.t' .tirP,l ex7~.!t::.Sion f.iel d and (~f, provincial offices 
a;:; w,~LJ. J,f ·ry -: ?.. - .. :_ tu.re .res<-"arc'". sta+Jior::;, various hatcherier,, and 
labo:raterie"". ·::s.: . :: ::.crt. c; ·2s nave a V'tal ;;;taff of approximately 
2,il a!Id tcge;·.t.::r ·,:i. ·E: ·· ';<::: n°c '"~ c+~fices ure, for the most part, res-
~·oE::d· fer tL::: execation ·:'' ·~::e '.:·.~~A~'s f!nl.ture development progracn. 

b.S "_,_ .. ~11 .: 1.S i ':,~ prcr~ei_·~-~SSOI' rninistrieS has f-tad 
:;e tl • e.d,:iinistration 'ind implementation of 

:-'" ~tt: ··: :..i.: s ;:1urcPs. Ti1ese sources include the 
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Uni tea Nations Development Progrnm ( UNDP), lnter'.imerican Development ·~ 
Bank (IDB), and A.I.D., whose proj'ects have totitJ.ed approximately$ 7 .6 
million since 1964, as well as other "Jilater?..1 cli...i1ore. 

Since 1964, the MINAG and MACAG ha;e re~eived technical a.nd- ·:~· 
program assistance totaling approximately $ 2. 3 million from UNDP. Tbe.ee· 
funds supported five p-rojects including forest development, animal 
heal th, imp:roved agricultural production ott the Altiplano, agricultul1\J_ -~ 
statistics, arni credit utilization pl'ojectJr:. T!.ese P.rojects were· -0on-', 
sicered generally successful, although lack of full GOB support was 
noted including shortages c:: c0unterpart fu..riding and personnel. In 
addition to the .. e funds, the IDB provided *37,500 to finance technical 
assistance for the MINAG to assist that institu~icn 3.dminister an IDB 
loan to the CBF/INC ane! the BAB. 

Betwe'n 1965-1975, A. I.D. will have provided the MINAG and 
MACAG with grant assis ~ance totaling approximately $ 5.2 million. 'rhese 
fUnds have supported s:,eep, f,-n·age, and wheat production and were pri­
marily in the fonn of techLical assistance provided to the Agriculture 
Ministry by the Utah State G'niv,::-rsi ty. W1~ea:. yields have increased a,..t 
about seven percent anyiually Bi~ce the inception of the project. Sheep 
and wool produc ti.<)!1 ha::e also i!:creased as a resul:, of the introduction 
cf improved breecting stock. Futhermore, the ade:1tion a-r:d accepta:.ce of 
a graded sys ten• cf i:oo] marketing has also resulted in incentives for 
product q:1ali ty ch has inc~ .. ·eased incorr.c !? !'er ;r...,ny sheep gro.,.;ers on 
the Altiplano. General-1.y '.-,oth the wheat and s:ieep projects have be·:m 
judged satisfactory (sec J~i r.:sion PA.'i' s _f ,JanuariJ , 1974 and ~/cay 1S, 
1974 res·pect.i vely). 

the Agric1 
including 

Tn addit:ioL tc UdDP, and A.I.D. financial assi.sta.nce, 
'.·ii?i:ist17 hB~ rt::.cei ve:l Leral dor.or assistance 
+ ~rt" r·, :3....~0r1g otr"'er_1 t c of tinany, Engla.nd, 
the 11 e"::.her la.nd::. Tl·d.s ass is tar<?·~· r1 ! ;-; come in fr rm 

of f2llows!1i::-[ ~-.o :r:i:·.l·:~:r ·Derso:.--.inel. tec~:nj-:;q~ as[i;::tance ir: pro-
duction o:' ;_,c_{_ .... E '~a and a i;;.. vestc·~k '. ~ .. sti~::e improment prc,j ect. 

}3e~~::.a·2s ~ ... :>:: exterr1u.=._ r~ir .. ancial assl !:"' taJ-~ce o:.itline abf.)~/-e) 

whid~ wa;: ch.:;:,r;J .:::·...: directlr ·. :·v..;_g!l the MINAr: and MACAu, more tha!1 
$5h millicn has -::- . .:;;::. .. r ·0 ed t .... t'.1e deee:-, trali zed public in~t: •tir:ns 

..3 ..i... .. ... ~.~; ··r f ~~ l~··--e ~"~f':f'~~i' .. _;;r~--;... ioE.P +1'~ Jr...!- +." -nov: ·,muer ;,!1€ ;iu···iE - --'· ·-· . ..J-l\.l-'-'• "-'-· -- ';f -; v.k dtJ:IT"::-.2.GLA.L ~-
" .., + · · .._ --- · - ,,+. 1 -r"'-';.J"'', 1 · ' ab·...,"'+ :- " -;_,., 3a11 ... ~: rs·r -~eC'ons .... 1 .. 11t~1~icri P .L'e,_:-eLCIJ!lLCnv \-:Lii.u) r1as ounea 1_ .. ·~-~·.; ~;' ;;. 

mi• tr' BAE. ~ _ :. =:." J:rt"c:vided hIJ!:roxima tely $ 7.. mi~ 
cc BA3 a1i....:. CBF/r·:c ::iL''-" J..962. Frc-ri: 2961 to present, CBF/n;::;_. SNRA, 
NCDS :::t:::d BAB !1-::v'? rer~lvrt: -·~ _ . :•,,an.3 and r:rants totaline: amroximately . -~ - - , 

$27 .f ll ior . 

!' 



- 39 - UNCLASSIFIED 

d. Managerial and Financial Capability 

The MACAG is currently undergoing a major restructuring to 
correct past administrative ine:f'f'iciencies. Thus, the Mission's judge­
ment of the ability of the MACAG to rnanage and f'inancia.lly control the 
proposed loan Project is based on a preliminary analysis 0£ the re­
organized Ministry as well as on the capability of the Ministry person­
nel. While no detailed organization cha.rt of the MACAG yet exists, the 
Mission's Office of tro Controller has prepared a working chart which 
reflects the recent reorganization based on MACAG payroll information. 
{see Chart 1 page 39A ) . T· 1e Controller's analysis of this chart 
indicates that duplication of responsibility has been significantly 
reduced and a clearly defined cha.in of command has been established 
thereby correcting deficiencies of previous organizational structures. 
The chiefs of the advisory offices and administrative and technical 
divisions are directly responsible to the Minister and his two Sub­
Secretaries. The Project Committee believes this to be a proper chain 
of command e:.nd a significant improvement over previous arrangements. 
It should be noted that while all the advisory offices are directly 
responsible to the Minister, all of the administrative and technical 
sections report to their respective division directors thereby signi­
ficantly reducing the Minister's contact with technicians on day-to-day 
technical matters. Additionally, there should be little crossing of 
lines of responsibility within the MACAG under the new organizational 
scheme, thereby assisting in the flow of managerial, f'inancial, and 
technical information through the Ministry. 

The Office of' the Controller's study also included an ana­
lysis of the perso~nel qualifications of the employees in the various 
financial sections of the MACAG. In its review of the auditing section, 
it was found that all the auditors from junior auditors up to the sec­
tion chief are either licensed or have their studies completed in the 
field. This was essentially also true of the accounting section where 
it was fowid that almost all of the wajor employees had received their 
university degrees in accowiting. The principal deficiency observed in 
the financial area was the lack of an adequate accounting system. It 
was noted that the existing system has very poor expena·ture controls, 
allows a long lag time in making accounting/book entries, reflects con­
fusion as to proper internal auditing procedures, has little or no budge­
tary controls, and is slow in producing financial statements (latest pu­
blished statements are from December 31, 1972). In order to assure that 
there will be proper accounting of A. I.D. loan funds, the Mission's Con­
troller Office will cooperate in e£tablishing an adequate system of ac­
counting, budgeting, and auditing procedures. The design and establish­
ment of this system will be a condition precedent to initial disbursement 
of the A.I.D. loan. 

Due to their importance in the management of the agricultural 
sector, the MACAG's Office of Planning (OP) and Economic Studies and 
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Statistics (CESf.) were the target 9f' a s-pecial study by a Mission-financed 
contractor. The p:rincipal responsibility of the OESS is the collecting· 
and reporting of agricultural statistics and the carryine out of necceo­
sa.ry economic studies for establishing agricultur;'tl policy while that of 
the OP is the development of plans and prl)grams for public investment in 
agriculture and the carrying out of' project, analysis. The purpose of 
the study was to determine whether these offices were adequately carrying 
out their responsibilities and, if not, what measures should be ta.ken to 
improve them so that they can accomplish their mission. 

The study essentially disclosed that the OP and OESS were not 
providing to-r management of the tti.ACAG with the in.formation and advice it 
requires to make decisions and policy. More specifically the study ob­
se::ved that this situation was the result of, among other things, duplica. .. 
ti on of f'l: • .n~tions between the offices and within OESS; a lack of coordina .. 
tion between the offices; and, deficiencies in the training of the pro­
fessional personnel in each offi. 1-:e. Based on these findings, the study 
recommends that the OP and OESS be reorganized into one office to reduce 
duplication 0f effort a1v'l incre:-~se coordination a.1r,.,n1,:i; the various di vi­
sions engaged i:1 statistics gather: nr:. analysi:.;, planning, and reporting 
(see Annex JI: Exhibit l ) . J t:. also recommends that new technical posi­
tions, requirin~ increased tecimical capability, be created to staff the 
new organization and that long term training be provided to increase the 
technical cap2bility of 13 OP/OESS professional employees to the Masters 
level and 2 to the PhD level. Finally, it recomm'.:nds that equipment and 
short terrr. tec1nic::~l assi be provided to support. the new organiza-
tion. The Project Committee ger:··:rally concurs with these fundings and 
recomnends including a cc:1di _ pr•::cedent that loan disbursement will 
be cor.tir.,.; .:::1~: ·xi the reorganizatior, of the OP and OESS as well as for the 
adequat;c: ::::11ppcr1_, ::he 1·eorgani2ec e~tity. 

e. ~ole ,~ Pr ect 

... 
in 1.:J-.r:. •<'.,.is(;'; ex>:L~:·\·e GL>::. ~t. enccmpas·::. activities in three 
•)f tb-_· f'i ·e :r ri ty develc:cime::t p:::~:~) len.s isclatec i11 Bolivia 1 s Agri­
.::~• . ~ g.:'_'t -·~::s•:-·;·mc~nt:.. ::_::the area of Imprcv_ed Sector Management, 

l·c: includes: 

- P'',,\,-i:li!:1f.: ··1:.t·~ric~o anC: iir,rro-;ed P~ric·_i1tural production 
ar.J r:arkr~·, },'.J.~; s-~ :;_ :~~r,·:: ;~; and 

. ,:;_;•.elc:···!l.: .,.;· .!. . !:.~i-;(i lz.;ng v•-:r!l' ci5ricultural development 
.i.~<c::~c. rro<iec-;:; a;-~: 1 .-!~J n.nd C'\'3..luat~ons, greater policy 
: .. , '! ,; ccorrlina. "~ ~11 ~_._ri i.~i1 exte.rn:il Jono1"S, and Gpecial 

.·di<> :. t~ '~evP JJ,:m.•~f.c. >'oblem associated with Key C:!.'OJ? 
P-::·")Chr:tion a:.1d iv1;'r.:etir:.:;J ti1e Jiini::;+.::"i 1S role ir:volves: 
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- pr~viding adequate agricultural research and extension 
services to the small farmer target group; 

- providing improved seed to the target group; 

- undertaking market studies with a priority focus on pre­
feasibility studies for target commodity and marketing 
and processing facilities; and 

- making available cash credit to the target group. 

In the area of ~ricultural. Education, besides supporting 
improved agricultural programs at the universities in Cochabamba and 
Santa Cruz, the MACAG role incluues: 

- offering an agricultural oriented adult education and 
training program directed at the target group. 

Based on the results and recommendations of the various studies 
mentioned above, the Project Cvmmittee believes that, with the develop- · 
ment of improved accounting, budgeting, and auditing procedures, the re­
organization of the OP and OESS together i:rlth the tre.ining of their profes­
sional personnel, and the increase of Ministry salaries, the MACAG will 
have the necessary managerial and financial capability to adequately carry 
out its role and implement the proposed loan Project. 

2. other Participating Entities: Roles and Capacitl 

Besides the MACAG, four other public 
ficant role in the executi0n of the Project. 
MACAG's Extension and Research Services, the 
ment Service, the Bolivian Agriculture Bank, 

entities will play signi­
These entities include the 

National Community Develop­
and two Bolivian universities. 

a. Agriculture Extension (AES) and Research (ARS) Services 

The AES of the MACAG is responsible for the introduction 
of modern inputs, seeds, and techniques of production; the development 
of ~outh and home economics programs; and the provision of agricultural 
information through various communication media. To carry out these 
activities, the AES is· organized into a small central office in I.a Paz 
and a network of 9 regional and 86 provincial offices spread throughout 
the country. Of the tot~l AES staff of 97, eighteen are titled Ingenie­
ros A.gr6nomos, twenty-four have completed their 5 years of university 
training but have not as yet completed their thesis, and fif'ty-five 
have certificates from vocational schools or institutes specializing 
in agriculture. The Project area contains 39 extension agents: 16 
in the Department of Cochabamba, 12 in the Department of Santa Cruz, 
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and 11 in the Department of Chuquisaca. These agents are scattered 
throughout the Project area and are situated in 35 different towns and 
localities. Since the early 1960•s, the extension program has !?uffered 
from a lack of funding which has resulted in the loss of staff and ex­
pertise and a limited schedule of field trips by agents thereby reducing 
the number of farmers reached by the program. 

The ARS of the MACAG is responsible for the investigation 
of problems relevant to agriculture. This activity is presently being 
carried out in nine agriculture research stations located in the prin­
cipal geographical/ecological zones of the country. These research 
stations have a combined staff of approximately 94 including agr6nomos 
and support personnel. Within the Project area, there are presently 
five experiment stations: three are located at Toralapa, San Benito, 
and Chipiriri in the Department of Cochabamba, one is located outside 
Montero in the Department of Santa Cruz and one at Chinoli Potosi. 
These facilities have a total combined staff of 59: 24 are Ingenieros 
Agr6nomos, 10 are ei the:~ Directors or Administrators, and the balance 
are support personnel including mechanics, equipment operators, etc. 
While these facilities are relatively well equipped, they have suffered, 
like the AES, from budgetary problems resulting in staff turnover. 

As indicated earlier, the principal role. of these two services 
is to provide extension services, research data, and improved seed to the 
target group in the Project area. The mobility of personnel has been 
a chronic problem since the early 1960's and has impaired the ability of 
both services to get into the field with their services. In addition, lack 
of funds has limited the quality and quantity of their respective efforts. 
To improve one of these situations, an A.I.D. loan (the FRA) provided 
101 vehicles to the MACAG for the AES and ARS activities. These vehicles 
have arrived and have been distributed thereby reducing the mobility 
problem. However, financial support of the operations of the AES and 
ARS is still insufficient to allow these services to carry out a full 
program of operations and retai~ their professional personnel. Thus, the 
Project Committee recommends that a condition precedent to initial dis­
bursement be included which makes disbursement contingent upon the de­
velopment of a budgetary plan which provides larger allocations to field 
activities of direct benefit to small farmers. 

Based on the availability of new equipment for the AES and 
ARS; the magnitude, dispersion, and training of their respective per­
sonnel; and the inclusion of a condition precedent requiring increased 
support to both ~ervices, the Project Committee believes that both 
Services will be able to carry out their roles. 
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b. The Nat;ional Conununity Development Service (NC:DS). 

Since its inception in 1965, the NCDS and its pre­
decessor, the NCDP, have been directly engaged in rural com~ 
munity development through decentralized regional and zonal 
offices and various regional training centers. From 1965 to 
the present, these regional and zonal offices have constructed 
some 500 self-help projects while the training centers have 
trained over 15,000 community leaders. In addition, the 
newly created NCDS Dtvision o~ Agricultur. l Development and 
Cooperative Organizations recently has initiated a program 
aimed at providing technical and financial assistance to 
rural, small farmer organizations. 

In carrying out it$ activities, the NCDS has 
gained extensive experience with foreign donors and ex­
ternal financing. In the mid-1960's, it administered a 
$435, 000 loan fror1 the Interamerican Development Bank. In 
addition, the NCDS has disbursed a $9:5,000 A.I.D. loan 
signed in 1970 and is currently administering a $3.0 million 
A.I.D. Rural Community Development Loan signed on Sept. 15, 
1972. FinaL~.y, considerable amounts of grant technical 
assistance ha/e been provided to it by A.I.D. from 1965 to 
the present. 

The role of the NCDS in the proposed loan, while 
limited, is an important one. The NCDS will support the 
program by: 

1) providing organizational, training, and techni­
cal assistance to small farmer organizations interested in 
improvement and agricultural production credit; 

i) advisi:1g the BAB on all credit applications 
of small fa-rmer organiz;;i_tions as a member of the regional 
credit comrnittees; and 

.3) assisting i:.he fl.iACAG to carry out the adult 
educa cion p:-()gram at t ne Ii.SC. 

The NCDS ap~ears to be well equipped to carry out 
its role in s~pport cf the proposed Project. Besides its 
recora of 3ucc~ss working with groups of organized campesinos 
in executing physical projects, trainirg courses, and agri­
cultural ac~ivities, .e N~DS ~as recently augmented its 
decent.ra.i._z,.::d :~ truct.·1re cc rno:r-e effectively serve rural 
.£f111£e~i:1~. 3np -~J:f.~:i~:::.~: or 7a;ii2ations. Of NCDS' s. current 
6 5 fuIT-t1m2 emp <.~yees. 4t11 E.re located l.11 33 regional and 
zo11al officer-: <}_oJ trair..i.•·J ::e.ntt.:.:rs, which are scattered 
thrcu::;nout i:he country, v1h:;..L:;. 134 pf~rsonael are found in the 
national offir:::e in La P"iz. In the ge(igraphic area of focus 
of tLe ProJ~!Ct; the NC:::JS nan S regional. anc zonal offices with 
a tot~l of 151 ereploy~~s, iicluding 29 women extensionists, and 
·1 training centers - o•·;e cf which specializes in cooperative 
dE:\relopment. 

'•,'; 
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rhus, based on the role that the NCDS i.s expected to play 
in the ProJ<~ct, itr prior e)(flericnce with non-forn::11 education, Rmall 
farmer orgnniza tion activities, a.nd externn l fint\ti.:lnp:, n.nll .t t.n 1'X.l ::tJn 1~ . 

decentro.lized facilities in the Project urco., the Pro,Jcct Conunltt«t' 
believes that the NCDS is capable of executing its responGibilitie::; 
under the proposed loan. 

c. Bolivian Agricultural Bank (BAB) 

The BAB was organized in 1943 to assist the socio-economic 
development of Bolivia's ag~icultural sector. Since 1962 the Bank has 
a<'bninistered approximately $ 26. 4 million 01· loan funds made available 
by external financing institutions. Included in this total is approxi­
mately $ 9.8 mil, ion f'rom the IBRD, $ l0.8 from the IDB, and $ 5.8 in 
A.I.D. developme1_t loans. The BAB was chosen to administer the credit 
program over the Banco del Estado, the credit union system, and the agri­
cultural cooperatives in the Project area because of its mandate from 
the GOB, its previous experience, and various safe-guards mentioned 
below. 

The 1:-\,\B has '..:!:ndergone three major reorganizations since its 
inception, the latest 1Ccurring on July 26, 1974 through Supreme Decree 
N° 11658. 'fhe ben.1.t 1 s central office in La Paz was restructured in three 
principal ways as a result of that reorganization (see Annex II, Exhibit 
A planning office has been created whose function is to include 
the progrrur.min:.: o.;· the availab~_e credit among the various sub-sectors 
within the _cult~tral sector as well as the planning of the banks' 
future nee6s ::md sources for additional loan capital. Also, the 
BAB has add~d a department of small farmer credit development whose 
suggested functior.s ~nclude the development and review of credit projects 
in the tradi t,:: 0:1:-,1. sma 11 fann sub-sector. In addition, the four pre­
viously separo.te staff and technical offices have been combined into 
two managel'Y'e··,..t.. urci ts composed of a total of five departments. This 
arrangemenc :: .:> l i~H'ly to increR.se coordination among the related acti-
vities, reci:.L· tion arr.ong t":1e various Gtaff offices, and clarify 
the lines cf r:::sponsi'bili t;{ and chain of conunand. 

'l~Je L2..::: 1 :~ r·\£ior.;::.l and provincial office structure was left 
basi ca..lly t;..'1cLc:::.ng"'J rLrlng t:·:e recent reorganization. Currently the 
B.AB ha.s a k:rt-1· · 412 e:np1oyees of which 120 are located ir:. La Paz 
and the "'t:H1.D,i:·· ?~:' tJ.re spJ.'ead a.rn.ong the 12 regional offices and 59 
prcvinc :i agetJiFs. T:ds decentralized organization is geographically 
dist Prsed. ;;;c '.:l '::- ',o c ·.-,;:;r entire country. I+; would appear ready 
n!ade f<..>r :::: tr1:;,1:.·.::·:.inL the loc&.:: c:>'edi t c01runi ttees which are intended, 
unde.:.~ i,l',e T(';i.-.c:..~ :_,: e:dP.nn c it to small farmers. However, as a 
result ::-f' · ;- - '.· ~i'; ·1 ! ".y ·-:-~"' _p:,·,Y\riciing credit to this sub-sector, tech-
nicc:_ assi.::.'.:a· :"" 1i I.~ ·,. pn .id·~d f.,..om loan f'unds to train local BAB 
creel;.. t speci.n :..s r ~. :'1 '::·, .:-. ':-Tcvi sion small farmer credit and to refine 
the r.·.er:har~is1, .~ fJYr verinB credit t'.> them. 

2). 
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The role of BAB is an ir:lportant one from the standpoint of 
the credit component of the Project. Fir.st, it will serve as the fi.,. 
duciary institution resplmsible for the admin~.strHtion of the revolving 
credit fur.d. In addition, t.h~ 13AB agent on the local credit committee 
will have the responsibility for making the decision on all small fal?mer 
credit applications. However, this decision will be made based on policy 
guidelines established by the credit committee and after receiving the 
opinions cf the other members of the committee who will advise the BAB 
agent on all loans. Finally. the BAB will bear the credit risk on all 
sub-loans. 

It is recognized that the BAB has had s. poor "track record" 
in administering previous agricultural credit programs. Nevertheless, 
the Project Committee believes that the BAB wil1 be able to f'ulfilL its 
role adequately, given: (i) the restructuring of its administrative 
structure witr priority emphasis being given to the small farmer and 
C9.lllpesino organizations, (ii) the provision of agricultural extension 
to the small farmers bf the Project area thereby minimizing the credit 
risk, (iii) the provision of as.sistance to the campesino in the prepa­
ration of :his farm budget and. loan application, (iv) the inclusion of 
an agricultural coo1)erati ve, exten.slon, and credit specialist in the 
loan approval process, (v\ the provision of technical as&istance to the 
BAB and (vi) the limitation cf the BAB's participation to only those 
regional and provincial offices in the Project area. 

d. Universities 

The Bo2.i·. ia!1 Lmi v2rsity system i!:' comprised of cigh~: public 
universities a!:d oLe private 'mi.;ersity. 'rhe eight public universities 
are disburse:::! c 1::;unt:c~/-wirle, ''~Lth 0~1e each in eight :Jf the nine Depart­
ments ir: 3o::i..ivia ( tt1e Pando ':c~s ;-;o university). Some 48% of the total 
university enrollrnen~ of :ite,,;_~t 25, students is in La Paz while 221' 
are enrolled in Cochaba.rd)a. All .::; ..__miversities have between 1,000 
and 2_, 000 3+;udPnts thf· exce;:t.i"L nf the new university in the Beni 
which '.ias re9.:'1ed ar; enrollrc-,-;: vf .:;:,ly 150. 'l'tese universities vary 
ir the n·!mber •)f proi;rams offc-:rr.cd: San Andres j n La Paz is the only 
one t,c. ccv•~r .: · :!1u1 -,;;, range ·)1' traditional offerings. Of the remaining 
uni ve!'.3 es 1 :-....1 l ':c:xcept Ben:· · '" ·,ach Law and Ec.:n:.omics; two teach 
Medicine) l·"ntis'Jr'.", and Plla:rr:qc~r; , offer Engineering; three teach 
Agronomy; «P:d "'~E: Archi te:~··x~. The un.i versi ty in the Beni offers 
or.Ll:t Ani:r,aJ whicl: i ·.:; ha:c'. a national monopoly. 

Y>F1.l c':.:~~cirments of the universities at Cochabam­
ba c.nd -'> '·m·.ll·.l be '.11.:0!..v·::d the support of Project related 
a~tivLtir;~. .~-;.. p.r;.sc1":., t,,<.;,;•::- :..1.J.VE'!'sities have an estimated 38 pro­
fessc·_-~~s ~li \: ~.'-1s::c. 9J:~c-·-, T::· -~ . ·:t.:cj_,~- r>. -. U.f:~l"ictll turally reJ.ated departments 
incJ·u.di1:.g ::c:r:.-. rt;~rc-10!~~, a.:.~.re;J_ sciences, veterinary medicine, and 
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tropical agricultural. Of these professors, only one is known to hnvc 
a PhD, a few have MS's, while the vast majority !'1olu the dec~ree of 
Ingeniero :!Bronomo which is equivalent to a BS in agriculture. The 
salary scale for f'uJ.1-time prof3s.sors is low and compares poorly with 
professionals in comparable jobs within the public sector agencies as 
well as witb the salaries for comparable jobs in third countries. In 
addition, approximately 75% of the agricultural faculty memebers teach 
eight hours or less a week which further mitigates against.quality edu­
cation since these profe;:os\'.'r'" devote onl.y part time to teaching or 
related research. 

The l''.::le of ·~bese two ,miversities in the Project would be 
to support various loan f'unded activit.ies by i) improving the quality 
of agricul ttu•al graduates s0 t:-·a.t they succes:f'ully can fill agricultural 
sector career posi tj.om; ~' the I~i.2lds of research, extension, and plan­
ning, and ii) increasing their involvement in agricultural research re­
lated to the Project area. Thus 1 in order adequately to support the 
Project, the uni·,rersit:~es at, Cochabamba and Santa Cruz will have to 
expand thei:-i'.' ~gri cul tm·r:1..l rel:i.ted curriculwn to include new courses in 
farm managerr.ent, credi: . rearh e7/~r.g] etc. and improve the quality of 
their instruction p Urn t and animal sciences. 

Based on the 31°''YI\'.! c>:iservations, the Project Conunittee be-
lieves that, if thece ~.mivPrc::ities are to :produce a better qualified 
agricultural eradua+,e :.t111 .i~·~'.)rt rt:search activities rele.ted to the 
Project area, ·.,;~ ~ 1 :Hwc. t, 't_t:;grade and. expand the capacity of the 
existing r; G'.'l.ft':~ in t .. ::· '.lre:1 ~·z.1;.:ed above through long and short term 
training and,. at, +:.ii·.~ s:u;>' tinie, increr..se salaries so that they are 
competitive with 1~:':'1erru~:·:•1ta.l arid private sector opportunities. There­
~"'ore, it i::; r.rcpo::;ed +.hat. J.oan ,'.L'1ds be provided to initiate a faculty 
training pre,_ r.::u1; 3J,'e(!lfico-.1_:;_y :ce·,a. ted to Project needs, that the GOB 
provide sG.la;·v nr::-;nlerr:.e•,; .; ~.:· t: .; a;;ricu.lture faculty at the universi­
tie.:; of Sa11,.-:~'. :-:'r:l..: g_n.J :>::i __ '3,.t•a:. 1 3.; a.nj thut these universities provide 
ado5 .. l~ional =-,:'c:~~ec ?':" 5~i:.:r".1t:. :.-~-'+,he agrir.u1tural faculties. With 
these inpuC-<'.) the ~'L" '· t '"'.0: .• m: '.:.1'ee helieves ·~nat the two UYliversities 
mentione<:'~ -,-j_J.·' be a-" ';.c C'· ~·~ r·..it t:ieir roles in the Project. 

and ind•:!eL. 1·.-j 

'Tlajo:,- t:yp:-·s : · 

t' ~,- c •-,;:3tcrc c'~" _ ~ .. v of f3.rrn t;yp2s beh:een geographic areas, 
~."'2'3.~,, .i.·,: i·ate n,..)del farms, each typical of the 

,"'.:'1•lt:Jre in 7,}:e small farm sector of the Project area" 

':he: p.:~1_r1c. ,.,., · ~c.c, .. n ,, fr: • r ·0. ~·~·~tion is tr.e 1972 MINAG/U'I'AH State 
Unive:rsi t:r k::.--...-L i, S 1 ~~vr::::y · •• g: ;ented by other MIN AG survey data. 
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will be ~8ed as a hash: for the analysis which follows. Two such models 
have been fornnLla.ted for the Santa Cruz lowlands and three for the cen­
tral vn. l lP.yR. 'l'he following briefly awnmarize::; the salient .:!hfl.racteristics 
of each 111Hl gives estimates of farm numbero of which each model is cur­
rentiy representat~ ·e. 

Santa Cruz Dep~rtment: 

1. Farm type 1 - cultivated area 
ranging froin 0-5 ha. 
Averaging 3 nas. with rice 
as the princip~l crop 

2. Farm tJ.rpe 2 - cu.l. ti va ted area 
ranging from 5-ln has. averaging 
6 has. with corn as principal crop 

Chuquisaca, C0ctrbam~a And Potosi 
Departments; 

3. Fa~ t::,~e ~ - '.'~~"! ti'.'C,ted area 
rang:_:~;~ f:rc~ .---,_c l~a:-.. 3.VE1~aging 

1 ~a. al::to~t •_o.11 irri?;<t+ved 1 'Nit"'.-1 
'reget:itles, co:..r;:., ~ct:i.'-,oe::. a!1d 
alfalf'a 'i.S pTi :i:ip~-i_ :rep:: 

4. rar.:-1 ~-~.-:Je I - 2'-~ ~.~"<=;Led area 
:"3.!-.:.:sj_ ~1;~~ ~·~ .. . _:,:r. ,..__ ·4 ~~ h=i:.. 3. 1.~eragi:-ig 

3 !:as., al:o•_n l/u ~!·:r:'.._ga"'.:;ed with 
corn, pc ta tc-e:', a:v:l. r_iarley as 
rrinc::i[)E·l cror:--

5. Farir~ t.;}-:;c j - cc_:_~tiv:J.~:t::,~ :irea 
!'anging i'rcrr, - -2-'.J !:a::-. aver9..e;ing 
6 has. al-_ ,Jr;,- 2'.u:c -.·.'it~, -,.;heat ar,d 
barley as rri~cip&' ~r:;E 

Share of total Fanns 
(Percent) 

10~7 

(6.9) 

(3.8) 

(50.3) 

(33.8) 

( c; 2) 
'/. 

100.0 

Est. Number of 
Farms 

21,'720 

( 7,666) 

181,541 

(68,741) 

203,261 

T3.:-Jc.: l-S f1. ,r: .. 1 ::._:. :. -uelow, indi~ate the enterprise mix and 
develc-ns c_ -'::. .::r-.:r,c._:·y ·-' f .:::;st s r.:.·.:l. returns foT various crop activities for 
Ead~ ::arn: "'' -~ . l. 
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Farm types 1 and 2 are both found in the Santa Cruz area. Farm 
type 1 has an average area under cultivation of 3 hectares with a range 
of from less than 1/2 to about 5 hectares. The principal crop is rice, 
followed by corn, yuca, and potatoes. Rice is marketed commercially 
while the rest of the crops augmented by some vegetables, bananas and 
plantains and citrus production normally provide for the subsistence 
needs of the family. The farmer is apt to be a recent migrant to this 
area and speaks Spanish fluently. The technology u~ed in this type of 
farm is usually of the ''slash and burn" nature. Average net income 
(gross value of output less variable production costs valued at oppor­
tunity cost) is almost $900 rt is substantially higher if the farmer is 
located near enough to access roads to shift to the production of more 
profitable sugar cane. (This latter crop, grown largely for export, is 
outside the commodity focus of this Project). · 

Farm type 2 is larger than farm type 1 averaging 6 hectares with 
a range of ;-10 hectares under cultivation. The principal crop is corn, 
followed by rice, peanuts, soybeans. and bananas, and some yuca and 
potatoes. Corn is the principal commercial crop, although some of the 
rice, peanuts, soybeans and bananas are also marketed. This farmer also 
grows +,he same subsistence crops as type 1 farmers. Both farm types 
have some barnyard livestock, primarily chickens and pigs which are 
raised principally for on-farm consumption. This farm type is distin­
guished frsm type 1 in that it tends to be located in the dryer areas 
of the Santa Cruz lowlands OD less fertile land. The technology utilized 
is still primitive, but there is less evidence of ''slash and burn" agri­
calture. The farmer is also likely to be a colonist, although his total 
holding is somewhat larger than those in farm type 1. He also speaks 
fluent Spanish. The average net income on farr.1 type 2 is a little over 
$1,000. 

Three separate farm types are characteristic of the central valleys 
area. Fa~'Ill type 3 is typically found in the lower Cochabamba and Chuqui­
saca ~n:Lileys. The crop land under cultivation is small, averaging 1 hectare, 
but rangine.s from less than 1/4 to as much as 2 hectares. Principal crops 
gro'.r.rn are vegetables, and corn and potatoes which are double cropped in 
rotation d."!:;h the vegetables. Some alfalfa may also be grown. This type 
of agricuJ.ture is irrigated and is intensively managed with natural fer­
tilizer::: ai1d some pesticides being used. Yields are relatively high 
~ompared to the Bolivian average. A relativel~ large share of the pro-
duce of t:!~Se farms is marketed commercially. Alfalfa is typically 
used to maintain 1-2 Holstein dairy cows which provides milk for family 
consumption g,;:.d a small marketable surplus. lt'Tlong the Project's target 
gro·ip~ th:i ': is the most productive farm enterprise in the valley region. 
Average ne-t inco:r.,e is almost $850 ref'lectic:, relatively high factor pro­
ductivity compared to the other four farm types which have more land 
a1,aiJ.e.ble. Still the technologies employed are primitive and average 
yields, while high by Bolivian standards, are less than the average for 
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Latin America, and much lower than the intensively managed n~ricnl l~ttl'eH 
of coW1tri es such as Japan and Tai wan. The f'nrmcr iR likely to :qu m.I~ 
some Spanish with Quechua being his native language. 

Fa.rm type l-t is located in the intermediate and higher valley,s 
of Cochabamba, Chuquisaca, and Potosi Departments with generally lo~r 
temperatures and rainfall regimes than farm type 3. The average faian 
here has 3 hectares of land, with a range of 2 to 5 hectares. Tbe prit). ... 
cipa.l crops are wheat, barley, corn, potatoes, and alfalfa. While ntost 
of the crops are raised on ury land, a small portion of the farm, l 
hectare, is irrigated. The most likely cro~s to be irrigated are pqtatoes 
and alfalfa which yield the highest return. The average incor~e from this 
farm. type is about $600, with poi:.atoes and alfalf '9. likely to be the prin­
cipal crop marketed, followed by corn. This farmer is likely to speak 
some Spanish, but, similarly to the type 3 farmer, his native tongue 
is Quechua. 

Farm type 5 has an average of 6 hectares of cultivated land none 
of which is irrigated. The range is from 5-10 hectares. The principal 
crops are wheat and barley, with some corn and potatoes also being grown. 
This is the lea.st productive of the valley farm types with o!lly a small 
share of production being excess to subsistence needs. Only the rnost pri­
mitive produotion techniques are used. Net incomes are approximately 
$600. This fanner also speaks some Spanish but less fluently than in 
fa:nn type 3. Quechua is his native language . 

.Al1 of the valley farm types (3, 4, and 5) raise livestock, mainly 
for subsistence use. In c.ddition to the dairy cows already mentioned, 
farm type 3 also maintains barnyard animals, including chickens, ducks, 
pigs, and geese. In contrast farm types four and five are more likely 
to have dra~ animals (which are sold for beef at 3-4 year of age). Sheep 
and eoats are also typical of many farms of this type. Some pigs, 
chickens, cuis (a native guinea pig) and rabbits are also found. 

The total number of farm families in target group is estimated 
from the MINAG/USU survey to be 203,260. Alrnost 90· percent of these are 
found in the valley areas of Cochabamba, Chuquisaca 1 and Potos1 Depart­
ments. The most important farm type is type 3 - the 1 hectare irrigated 
f'ann accounting for over 5Cf/o of all farm families in the tan~et .:roup. 
The next most important is farm type 4 - !"emi rrigated 3 hectare:: i:-1 
the valleys with another 33.8% of all farm families. The other tl:iri::E: 
farm types el'!cuunt ;:or only 15. ')fe o:' all farm families and in ~je::-::er.rJirw 
order of importance are farm type l} 5 and 2. That two of the::~ farm 
types having the highest average net income are fow1d in the Santa Cruz 
lowlands, illustrates the importance of that area to Bolivian agriculture 
and to the prospects for raising small farmer income. 
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2. Project Benefits 

a. Economic Feasib~li~ 

The economic feasibility of the loan Project is analyzed in 
Annex IV, Exhibit 2. The internal rate of r~turn rather than a benef~t­
cost ratio is calculated to evaluate the economic feasibility of the 
Project since it is not known what the relevant discount rate is. It 
is assumed that the Project ipcludes all components of the assistance 
provided under this Loan and the related grant (PROP 511-11-190-364.6) 
including technology development, technology extension, sectorial mana­
gement and credit and improved access to modern factors and product 
markets. It is assumed that the Project has a 15 year beginning life 
with FY 76. While selection of this time horizon is somewhat arbitrary, 
it is expected that significant benefits will accrue to the Project beyond 
that period in which the disbursements are made. Beyond the 15 year period 
the dibcounting process results in only very small increments to the total 
present value of benefits and hence can be ignored. 

Only the increase in net returns of target farmers due to the 
Project is quantified as a direct Project benefit. Due to the lack of 
any me~ningfU.l measuring stick, no attempt is made to quantif'y the direct 
benefits such as increased incomes of people trained i'.Inder the participant 
program, gains from improved sectorial management, etc. Furthermore, no 
attempt is made to account for indirect benefits through the multiplier 
effects via backward and forward lirJ{ages. Thus, Pro~Pct benefits are 
understated. 

Pro:iect costs include both the USAID and GOB contributions 
to the Loan i:.i.nd complementary grant i')roject. All private costs required 
to adopt re:lated new technologies have been accounted for in determining 
the increase in net returns. Both USAID and GOL costs are reported in 
the year in which expenditures are expected to be rr.ade, not the year for 
obligation of f'..mds. Thus, the cost data for USAID and GOB support for 
the grant are one year later than those rei;>orted in the PROP which reflects 
the year of obligation. 'l'he internal rate of return to the Project is 
calculated to be h5.4%. 

b. Income Distributicn Effects 

The ·JOB and the Mission recognize that the large farrt ~ectsr 
v:ill continue; to grow in output. and productivity by rates of 15~ and 5% 
per annum over ~he medium terrn. ?he disparity between the large commercia,l 
far-ner a~j small farmer reflects in p~rt the ability of the commercial 
farmer to i::-1tr.~c1uce nf':': techniq'ies as well as expand his production base 
t.0 meet agg:cego.. "'.:..e demand. vn tne other hand, t!'ie responsiveness of small 
-,"a:nners to economic incen~ives is circumscribed by a number of facto~~, 
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including lack of credit, un fruniliari ty .d th mo~lern management or pro­
duction techniques, etc. Given these constraints, the sma.I.l farmer 
is automatically relegated to a declining slice of the sector's income. 
Presently the small farmer is es'-imated to rec..eive approximately 6fl/, of 
the sector•n income but he constitutes about 95% of the farm populR"ti~. 
Without this Loan or the Basic Food loan, the Miss:lon expects that this 
group of farr.i.ers would receive 50% of the sector's income by 1978, although 
in absolute terms this group m11y possibly be slightly better off than at 
present. Moreover, this group is considered to be within the third or 
fourth qua~tile on t~e Bolivian income distribution scale • 

• 

In relation to region':.l income disparities, the Mission ha.a 
considered the impact of this program to be concentrated in these areas 
of the country suffering the grt?atest population pressure on land use 
and offering the best possibility for obtaining the technological ~ans­
formation objectives. As the program succeeds, the results will be re~ 
plicated in other areas. 

This Loan is geared to attack the longer term issue of produc­
tivity as a nacessary pre-condition to increasing rural per capit~ income 
as well as reduce, in relative terms, the increasing disparity between 
different !"ctral income groups (including the large farmers). 'fhe Mission 
expects that the large conunercial fa.rmer will benefit (exogenous) fi'om 
average annuaL increases in net income of 20-25% over the medium te~n 
future, while the data derived for the benefit-cost analysis would indi­
cate thai; the small farmer group will obtain an average a.r;nua.J.. increase 
of 2~ in the benefit flows from tbe various technical changes to be 
i!1troduced by the Project. Translating this result into annual increments 
in ~1et iacome to tl1e small farmer would appear to indicate rates of' growtr~ 
equi va.lent t.o or above those estimated for the commercial farm group. At 
least, the Yiission would expect that the small farmer group wi.11 be 
bette:1· off' than it would be w::.thout the Basic Foods loan and this Project. 

The Project contains a direct employment impact through the 
co~st~uction of the regional Agriculture Service Centers and experiment 
stations. i>.sstur.ing that. 6Cf'/o of tl"1e construction costs are wages and the 
ave::.·age annual wage is $2, 000, the Mission expects this phase of the 
Project. to generate lil2 man years of employment. These results are con­
sistent 'Ti. th ~::.hE: Mission's experience in. other construction projects. 

Cons tru.ct.ion 
Estimated Co.:ot 

US$ 1
, 375, 001J 

Non-Labor 
Costs 

_ ust __ 

550:000 

Labor Cost 
US$ 

82:;,000 

Average Wage 
US$ 

2,000 

Employment 
(man years) 

412 
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Presently, the rate of unE!mployment and disguised unempl0,y-... 
ment is about 28% for the economy with a rural sector concentration-at 
least for the disguised unemployment c:omponent, This implies that the 
employmer1t created by this Project and the reduction in disguised un­
employment will take place without detriment to production levels of 
the commercial farm' sectors nor 0ther sectors of the econom.Y. 

Beyond this direct impact, the Mission was unable to make 
employment estimates due in part to a lack of data. However, the use 
of modern inputs will necessitate additional farm labor as well as do'Wtl­
strewn employment to handle the transport and marketing of the prospec­
tive increased production. F"Jrthermore, training progrrur.s will increase 
the capacity of rural labor both in mobility and adaptability terms to 
seek employment in other sectors -- particularly in skilled trades where 
shortages exist. Thus, the Mission concludes, even with the lack of 
quantification that increased employment opportunities will be generated. 

d. ~inkage Factors 

The present structure of the Bolivian economy demonstrates very 
weak backward and forwarn linkages. This r su.l ts, ir1 pa)•t, from the limited 
size of the domestic market and relatively low level of effective internal 
demand. For exampl~, the domestic consumption of minerals as inputs to 
industry is less than 2% of production. Domestic processing of cotton 
takes approximately 2~ of domestic production. Forward link.ages defined 
as inputs to other productive activities are generally minimal, while 
backward link~ge defined as final demand satisfying inputs are considered 
weak. 

Ir.. par~, this Loan can be viewed as a demand creatin~ under­
ta~ing through its emphasis on the technical transformation of the campesinos' 
economic activity ir: agriculture. The introduction of credit to finance 
the in]T...its of fertilizer, new seed varieties, insecticides) etc. will 
have the effec0 o.i:· incre~sing effective demand, which in the first instance 
will probably resu.it bigh imports. However, as this demand reaches the 
level ~1ecessary to justify investment in the domestic production of these 
inputs! the Mission woula expect that this import lea.it;:age would be sharply 
reduced. For example, fertilizer imports in 1973 were estimated by the 
GOB to !mve reached 8, 000 tons per annum while the economic size of most 
nitror-:en feY-tilizET producing plar:.ts is e.c;timated at 150,000 to 300,000 
t':lns I:-·er anl!um. Assmni~g the present fertilizer consumption growth rate 
of ic::{, per annum -.12.r•; t.o contin'J.e without 'the Basic Foods loan and this 
Loan, it ~·muld take 31 y~ars to reach the minimllrn breakeven point justify­
ing the im·estmcnt i~1 a ierti lizer p:i11nt. (Note: Bolivia. is a small scale 
petroleum ~:ro"'.:J.cer and i -f' rresent exp:!.ora tinn activities lead to major 
f'inds, tt.e C;)~mtry woul'=i be justi:fjed in developing the petro-chemical 
indu.:;-r.ry, including fertilizer. 'L>Jese exploration activities should bear 
some fruit b;r 1.9';"(;". However, the introduction of this Loan will stimulate 



... 53 -

the int:roduction of modern inputs (including fertilizer). Assuming that 
the fertilizer consumption rate grows (beginning CY 1976) at 20'{.:, per 
annwn and given the fertilizer export potential to Brazil: and ArgentJ.na., 
the Mission would expect that the fertilizer plant would be justified 
to come on stream in about eight yeai~s. This represents an example of 
the backward linkage effects that would be stimulated by the proposed 
Loans for this sector. 

The forward linkage effect is more problematical to define 
and demostrate . Cotton production has incr~ased threefold since 1971 
with 8(1j, of the production exported. On the other hand, the Bolivian 
textile iP.dustry imports nearly 75% of its raw material needs (mostly 
synthetic fibers). Only in the last year has the domestic textile indus­
try taken interest in cotton as a -,:aw material input. Under present con­
ditions, the industry can absorb only 2<.Jf., of the cotton production, but 
with the introduction of different processes, the industry could easily 
take B<Y{o of the present production. Thus, a stronger forward linkage·· 
connection could be established between the agricultural and industrial 
sectors. Specifically, in relationship to crops financed by this Loan 
and the Basic Foods loan, soya offers almost innnediate forward linkage 
connection opportunities. The production of cooking oil (an imported 
item) will be facilitated by the Villamontes processing mill which comes 
on stream ir- 1976 and the proposed expansion in private processing faci­
lities in ·che Sa..""lta Cruz area. These facili tes are to provide joint 
products -the cooking oil and high protein feedstock for the poultriJ 
and cattle sectors. These latter two commodity groups are supported by 
the above loans. This commodity represents an example of an irmnediate 
intra-sectoral linkage as well as a forward linkage connection to industr-y. 

The Mission expects that an agro-industrial processing structure 
will be developed as agricultural pro<luction in other crops increases, 
assuring supplies and adequate production quality to these industries. 
The Mission 2cncludes that in the sC.ort run import leakages will pre­
domiuate as new agriculture inputs are adopted, but over the medimn term 
the expected in2rease in effective demand will be converted into strong 
inter-sectoral '.inkages and by implication a reduction in import leakages. 

3. Cred:it Policy ar<.d Interest .rtate Analysis 
I 

In tte period 1970-1974, the Missior. estimates that total credit 
to the private se~tor increased at an average annual rate of 39% with 
credit to agrie:.-1 tural sector increasing at an average annual rat.e 
of about 70%. 'l''.:ie bulk the credit expansion was channeled through the 
State and Agricult•_1re Banks -- approximately 9l% of the credit to this 
sector was thr, ugh the above banks. During the 1 same period the aver.age 
aw1ual rate of :;.nflation was approximately 24%, implying that real credit 
availabilities 00 the private sector increased by 15% and substantially 
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more for the agricultural sector. By the thil·d quarter of 19'74, er.edit 
to the agriculture sector had reached about 33% of total credit available 
to the private sector which compares to 15% in 1970. 

The large increases in the relative share of the agriculture 
sector in total credit availability was generally related to a substantial 
expansion in acreage dedicated to sugar, cotton, rice and, to a lesser 
extent at the end of period, to potatoes. In addition, the Agriculture 
Bank increased loans to the cattle :ranchers five-fold in 1973 and it 
appears that in 1974 there will be a doubling or tripling of this level. 
The principal mechanism used by the Central Bank in the past two years 
to ensure that adequate credit was available to particular sub-sectors 
of the agriculture sector has been through rediscounting paper, mostly 
from the Agriculture and State Banks. However, this in part reflects 
the increased value of production due in part to world-wide inflation 
and to the general demise of the GOB's attempts to keep domestic food 
prices below their scarcity value. 

a. Central Bank Policy Instruments 

The Banco Central has in the past used the followir..g -policy 
instruments to obtain particular rr.acro and/or micro objectives: required 
reserves, marginal reserve requirements, rediscounts, selective portfo~io 
controls, and general portfolio controls. In addition, the bank can use 
the interest rate either in a rigid or flexible manner but has chosen 
a rigid rate structure with no attempt to utilize the interest rate 
structure as a means to allocate scarce financial resources. The basic 
argument normally put forward by the Central Bank for this position is 
that "the increased cost of borro....S.ng would immediately be reflected 
in higher prices or more specifically inflationary pressures" while "not 
attracting adequate savings because of the overall low rate of domestic 
savings due to the low level of income". 'The basic Banco Central policy 
instrwnents are discussed below. 

i) Basic Reserve 'S.equirements: These requirements apply 
to all com~erci~l banks (including the State Bank) but with different 
levels bs.sed on ':he bank's nationality. Demand and time deposits are 
subject to di~ferential reserve requirements. 

Nation.a~ Banks: 
Demand Deposits 40% 
Time Deposits 25% 

Foreign Banks: 
Demand Deposits i1 )°fr, 
Time Deposits 3S1 

·> 
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The impact on foreign banks of these requirementr: is 
generally small because these banks' rely on external funding which 
normally is ehanneled through their respective external offices 
(usually hean offices nr other subsidiaries e;f the same bank). De­
ficiency penalties are applied at the following rates: one-half per­
cent for the first three} ten-day periods; two percent from the fourth 
to the sixth.period; and four percent from the seventh onward. These 
penalties are applicable to the deficient amount. In the past, the 
Central Bank has not enforced the reserve requirements in order to meet 
problems a.rising from liquidity which, if continued, would have caused 
a dramatic slowdown in economic activity -- the most recent occa~ion 
was in the afte:n:1ath of the 1972 devaluation. In general, the basic 
reserve requirements is the most cornprehemdve tool the Central Bank h&.s 
to control global liquidity so as to obtain stabilization objectives.· 

ii\ Marginal Reserve 2equirerr.ents (MRR): The Central Bank 
has applied ;.1RR to pre-..,·ent the ::.·a1jid tjrowth in liquidity and to some 
extent to redirect credit. For example, a 100·;:, MRR was imposed in 
January, 1~74 tc reduce excess liquidity; however, within two months 
this measure was fo'z.d too restrictive. In an attempt to redirect credit, 
the Centrl Bank :Ln ,:\me, 1974 imposed a 100~, MHR but with the objectives 
of channeling 80% of th2 incremec"tal creni t expansion capability of the 
conunercial l:Janks tmmrL1 speci:':: ~ ".1.t?;ricul h:.ral crops to ensure that addi­
tional resol' . .rces wu•iLl be aYailatle to this sector as the Central Bank 
attempted to ·Iii t'1dra~,, from its :re la ti vely low cc st but highly expansive 
rediscount or;eratici:-,s. In eff€ct, this policy was orieLted toward re~ 
structuring the assets of the financial intermediaries and forcing 
these insti t"Jtions to :.1se their own f'unds to finance certain sub-sectors 
within the agricul tlrral economy. 

iii) Rediscc1mting: Generally, the Central Bank has f'ollowed 
a roli2y of :ccdiscounti:1g .for selected productive activities. For example, 
the bank ha!" :-edi scc1 mt lines fer ha.r:.dicrafts, construction: housin€;, etc. 
from its own :res:;';rce~ as well as aruninistering lines financed in part 
or in wi1oli:: 11y ext e:rnal resources for the agricultural sector. Special 
line;:, exisi:: ..:or two public sector banking institutions to meet specific 
:1eeds of these icsti:.utions (-t~:e State Bank and Agricultural Bani".). The 
:r2 tes cf:'.'i~g2c 'm.ry bc1t are ger.erally low1 making these facilities iwporta.nt 
sou.rces cf 1.iqai·::'.i ty in the past two and one-half years. 

i ·,r) Por~.folio Controls: Aside frcm co:itrols imposed on marginal 
incr emen .... ~· ·~if ':::redi: '.":eritior1ed above.• there exists a basic al lccation re­
~uirem·2~i:. which fc:rces llan:..:s tc distribute credit to the productive and 
comrr.e:!:cial ..:;ec·;~c:·.s. Apprry;..,. L!1?.."::.e.:;_y 70 '~ of a bank 1 s portfolio must be 
locate.j i '· 1",·c,,hcti :e ,_,_:::ti vi :~ies. The system centrals the allocation but 
not the i_~::·f' -,.-ltLi:1 Lt' ~,irm cf the credit. Portfolios are reviewec montly 
( sc1i·-~tiT!1e~ :..:>::::- s frequentl.y) by the Central Bank to ensure compliance. As 
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a result, the share of commercial credit to total <!redit hns declined 
rapidly since 1970. However, due to the bonrd de t'in.l tion of' prrnlHi!t:l vo 
activities, it is reasonuble to asswne that th1.:? imp1..u:~ 011 ~c111111rnl1~ :w­
tivity in favored sectors has not been great, pnrtlcL1ln.rly lie~mUJt' l;l1e 

use of fund& is not sub~ect to examination .. 

b. 'lhe Interest Rate Structui·e 

~e of Loan 

Agri: Wneat 
Coffee, Soya, etc. 

Other Non Traditional 

Commercial 

Central Ban~'s Foreign 
Financed Facilities 

Agri. Bank's Own Funds 

Present Structure 

Nomina.l Interest Rate 

13% 

Effective Rate 

10.47% 
13.80% 

17.23% 

24. 36<1/o 

12.68°/o 

Other lending can take place reflecting the actual co~:t of 
funds borrowi::id by the Agriculture Bank which would mean 1 1/21~ to 2'~ 
above the I~ndon Interbank Market. As one can see, the rates for the 
agriculture sector tend to be low relative to other sector borrowers. 
In real ten~s the interest rates are negative under present circumstance. 
Prior to 1970, the interest rate structure appeared to yield a real return 
of savings which until recently carried an 8% nominal interest rate. In 
Jlll1e, 1974 the interest rate f-.1aid O!l time deposits was increased to 10% 
and to all::::-w the banks to absorb this cost, the net return to banks on 
certain loans was increased by between 2% and 5%. Nevertheless, quasi­
money deposits :imve irH::'.reased at a rate of about 24% per annum since 
1970, i<lth the time deposit component representing 98% of the total. 

From thE: point of view of .resource allocation, the interest 
rate polic~~es have been passive, reflecting the fear of inflation and/or 
a slowaow11 ir1 ecoacr.ri:~ activities in the industrial sector where employ­
ment eff"ects and uI1ior, antagonism would be exacerbated. Additionally, 
tt:.e Ce:-1tral Ea~1i~ felt that lc,an rationing through its portfolio con­
trols \\·..::iuld be ;nore effecti·.;e in obtaining the GOB' s desired •!redit 
allocation obje::!tives. A2 ter~"atively to maintaining fixed interest 
ra-te~, i:;he :JOP ha'-; consLl ~red in the past the possible use of a flex.lb le 
inteo:>est rt-:~~ .J-lolif?:1 ·.o '3t:traulate savings while permitting the rate 
struc:ture t.0 re fl ~ct ;11ore adequately the true cost of financial capital, 
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but for the present this possibility is not considered reascr,able. The 
use of mon,~tary correction is an idea that has floated-out and, in fact, 
is being utilized on snb-loans in the cattle sector under a World Bn.nk/ 
Agriculture Bank lending program. However, given the problem:> caunctl 
by indexation, it is U.'1likely that, the GOB would opt for such ~ mcusure. 

The overall structure of real interest rates in Bolivia have 
in the past tw..:: years been increasingly negative. Moreover, the GOB h11.s 
felt constra:n..::d to permit this deterioration even at the risk of increased 
capital flight. JUthough there is net suffic::.e!lt data to estimate capital 
flight, the Ce:-rtral Bank and the IM.F believe t:-iat in 1974 the levE:-1 of 
capital transfers may h:ive declined, reflectir:.g in part incr~ased invest­
ment opporttmities financed from internal savin;:s in mining and agriculture 
implying tnat other f'actors besidef: the interest rate may be as important 
in investment deds:i.ons -- part=.cularly improven world markets for exports 
and a more rational internal price structure for agriculture commodities. 

Inasmuch as this Loan is focused on only one sector of the 
economy and the interest rate stractttre is 't1hnlly negative in real terms, 
the Missiun considers it tL1reasonable to attempt t8 adjust the interest 
rate on S"'--!b-loans to the agricult:rre se~tor while leaving untouche:1 the 
rest of the rate structure. The gener~l weakness of the ac;ricultural 
sector ar:.0 fu.:1c;ibili ty of financial resources wo-..tld proba!Jly lcn.d t,1 ei tlic:;., 
slow util.izn tion o:!:' 01u' wan :f'ui,ds and/or· comi:;lete non-utilizntiun ~1ldch 
wo'J.ld not accn!:·.iJ] ish the Loar; 1 s objectives. Tile Misslor. do·.)f. rc\'01:'1~ 1.c 
the r.eed f,·r :, rcstr,1ctudng of interest rates,. but it doe~ qnt :~ct:m ren~;iblc 

to attacl-;: ':;bis l'ro'.:·len; \-:i t:1 the present wan. It L; r~coauncnded that an 
interest ~ate of be applied on sub-loans under thi3 Project with ad­
~iustments permi tt,~d +-.o maintain constant the :-iresent real interest at the 
discretion cf c~"::,~.ral Ban'.t in consultatio~1 v:-ith USAID/B given overall 
GOB credit cy obje.~ti v~:s. ?ne 13o/.: rate reflects th·~ loan rates now 
provided tc bcrrowerf' i:c the following cat2gories: 1) coffee, soya, 
cottJL, ~o::~, suGar prcdu~ers; 2) ~attle raiser: 3) sugar refineries; 
4) co~1struc:::'..::"' :::1d ir-::rcH~ .. T.e:its ir: the housinc; sector; and 5) non-traditional 
exports. :c i.e.-, ;::;-f ·::::::e tens would be financec: under this Loan implying 
-':hat s. ±'ix ·;:'l ~" •. l- •. 3.11 l'~tl' :ibove the preseEt rate would be detrimental 
to the r:-,yc.;;' ::·: t .:':f t!-::1: '.1:-s.Y ... a~1c ~.;ottlc discriminate against tte smaller 
farmei~ -.-1hc .-.'o:.·ld ·c i:: pa:.-i ar. iL~erest ratP. higher than the lar3er farmer: 
·wit:'.-; access to t:~e r:::orrene:rci3..:. market. 

_ .. "':'::. ,, :·'3c:j ~ i o. : • .:-c·'1.3tr::iint to increasec producti0n C'a:1 bE: dcm1v1~~-

t::B-":;2d ~~' ~:. --:~·::rier.c:<- '.'5.t!·, previous FRA Le-an. U:uder that proj~ct 
app:coxir~::; t t ~:; ~ lJ j, i:: j n~::·,=asea e:rop 1.woduction was obtained f'rom 
an -:::.-~ · 1.cire, '!--.-~ 1-"t :-· 0·.itJay for sl1ort-tern~ production credit. 1''urtber-
m0r;;> '.1 -,i'.J::!:-1-: 2-. i~'crec.ses are anticipated from the first FRA 
outL w::.. '1.S g_ i'e '. .. nr}::l' maturi!~g investments in production and 
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marketing inputs into dairy, poultry, and swi1~e enterprises, 9.nd f om 
the incremental capi ta.l development which has occ1· J:r<:::d in the sector 
as a result of increased land habilita.tion. Thes::> latter outlays 
amounted to about $3.5 million; and, while returns are only now begin­
ning to be generated, it i~ expected that rates o~ return will at least 
equal that of the short-term production credit inputs. In the absence 
of that project or same alternative credit solll."ce, it is unlikely that 
such an increase could have been achieved. 

The rapidity with which FR.A :funds were placed, both in the large 
and small farm sub-sectors is further evidence of a credit availability 
constraint. Credit funds provided under that program were f'ully disbursed 
one year ahead of schedule indicating a strong borrower demand. Moreover, 
runotmts originally subscribed for and approved by ICI's at one point 
exceeded availabilites by as much as $4 million, Undoubtedly, this resulted 
in many other potential borrowers being discom·aged from making loan applica­
tions by the banks themselves or by the failure of ')ther applicants in 
the community to obtain favorable action on their applications. 

The al.Jove, of course, is only a qualitative indicator of credit 
demand. In an atte:r"pt to develop more quantitative ;neasures it must be 
recognizec:L that tile demaad for agricultural credit is derived demand 
based on aggregate production and marketing requirements for food products 
and agricultural ra~ materials. The effective demand for credit will 
depend on a whole series of rela~ed factors including prices of other 
inputs and products, interest rates} relevant technology and the structure 
and resource eLdowrnent of the production and marketing sector. A detailed 
analys cf the der.:and i\>r credi-c ·,.ould ideally require supply and demand 
projections fol' a :i'JJ:1oe1· of ca"!:.11odities and an effort to relate those re-
quirements t:1e resou2:ce bai:c sol.le type of siTILllation or optimization 
frame':l01'1:. tte :.cse:~ce of adeq_:Jate data to de·1elop such an analysis 
during the inten,:i·:e r·?viewJ the ~-:ission has estimated the amount of agri-
cul tv.ral ·-1":-1ich ca~ reason2.bly be expected to be absorbed by the 
target group .::·or "lY•c~ction ·oasic f:iod eommodi ties within the 
::!C!ltext of specific objec of this ?ro,'ect. 

::'l-.e £'ollowi~,t:': aual;y s::.s r.ie·.relo~:s a:1 :J.pper and lcv:er limit est~~mate 
,,_.~ t::e shor-, i:2 .. in:::_. iind l.:· ter::: credit net::ds for each of the five 
:·2,·:·. ty~ 2.::. in t.:!2 ta.::.1 get _ tL<:: four years of the Loan. The 
_,_:~·i·.:_-: . .:.:·r ::~·ct te::.~:', .::::rejit is "':.Le t.otal variao;::; costs of prcductic:'.1 
, exceptiL::; l_" 1 "t·ou· :· reqm re~: under tte new technology c:n th".: averac;e 
fan· :~sr 'a ~- ::.y~·e, ~y ti:e :rumber d' farmers i r: eac!'i farm 
tv-p2 ..;Lat. are e;-q:·h:: ';.: .t '. .... ·· ._ the new teclmology .in eacl: year. Tile 
~.:we;· _; ~ t _,_ ·· :~ j ,:; )ht a:'. r in ~he same way '2X<'r::!pt the increa::;c in 
variabl~ ·;c3r.:s .e~";e:.JL:.c, ·''.i'.i 1 ~-~ ·J.noer the new technoloey relative to 

' . 
-,,:-':.(~ :;,,$ ... }~::e(1 --#-. 

aver<"i?;e fa.:.·; 
s!-102·t terrn ere di t neecfo for the 

Dat-a fJ_·om approximately 430 farms 
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the target nren and group, developed in tlte llJ(2 Mt:NAll/lf-..ilJ surv1;y were uae<l 
nlong with other MINAG survey datu in estim11tin~~ pc,t1.'ntin.l d<:m.'l.nd t'or 
short tem. credit. The upper and lower limit pul1.'ntin l demutid fol· ::hort 
term credit is presented in Table 1 by year and fttrm type. 

Data are not directly available from farm budgets for calculating 
the potential demand for intermediate and long term credi.t. However, our 
knowledge of the production technologies of the five farm types permits us 
to estimate the demand for this kind of credit. Almost no fixed ivestment 
is required under the traditional technologies and only a limited amo~t 
will be required under the new technologies especially in the valley 
regions whose innovations are land saving (chemical-biological). However, 
in the Santa Cruz farm types, more labor saving techniques will be required. 
In other words, it is our best judgemP.nt that even-Wlder the new techniques 
the varia1le costs of production (which require operating capital) wiil be 
predominant. 

1ecause of these relationships we assw:11e that credit needs to 
finance fixed capital are one-third of the need for credit for operating 
capital. The upper and lower limit potential demand for intermediate 
and long term credit is shown in Table 2. 

The potential der::and for both operating and investment credit is 
shown in Ta.ble 3, for those in the target group that are expected to adopt 
new technologies during the loan Project. It is, however, unlikely that 
all of these who acc:pt new technologies will demand credit, even at the 
lower limit. Some who adopt new techniques will provide for their own 
credit needs from personal savings while others have other traditional 
sources of creclit. Th:.is) the actual mmiber of loans made from credit 
supplies by this Loan are likely to be less than the number o:f people 
who adopt th2 new technologies. 

The amount of f1.J.!1ds ir. this Loan for production and investment 
credit for t-ne t-a:cget t'Sroup appears to be adequate, at least through the 
first thrc.e sears. The scbedule of new loan fu.'1ds, roll overs, and 
a.mom1ts available each year for both operating and investment loans are 
shrnm in Table 4. If we assume the demand for r.redi t for the farm 
average of all farm types is the average of the upper and lower credit 
limits_, we ca"l then c2_lculate !-.ow many of those who adopt new tech'liq11e::: 
can b~ serviced by the cre6i t 2omponent of this Loan. The mid-pcir .. t 
between t':~e -j_T1-.Jer -'i.nd lower limits for operating capital for t.!"1e ireigrit'C=rl 
average o:;:, a~-~ - far:-:: grc-i?s is $466. 91. The mid point for invr:stment capital 
is $i;5.63. 'f:.1_,;s,. '-,he average farmer (of all farm types) will require 
$466.91 fer ::;:Jer?.tiri.g capital ar.:i $.155,63 for investment credit, or a tut1il 
of $622. 55 _')e:t· ye<->..1' to finance agricultural production using new techniqw·;:. 



UPPER ANO LOWER LHUTS OF POTENTIAL DEMAND FOR SUORT 
~~-~~~---~;...._~~~~~~~·~~~~~~~ 

TERH OPERATING CREDIT BY FARH TYPE . 

1. Cu0t1lative Total of Farmers Adopting 
New T~chniques by Farm Type and Year 

Year l 
2 
3 
4 

Total 

II. Total Variable Cost of Production 
Under tk:w Technology (Upper Limit 
Demand per Farm Type): 

III.Inc~eased Variabl~ Cost of Production 
under that Technology (Lower Limit 
Demand per Farm Type): 

IV. Upper Limit fotential Demand by Farm 
Type and Year: 

Year l 

Total 

2 
3 
4 

V. Lower Limit Potential Demand by Farm 
Type and Year: 

Year 

Total 

1 
2 
3 
4 

a. Does: not include cost of family labor 

1 

J.83 
425 
722 

1,101 
2,431 

809.65a 

F A R M 

2 3 

101 
234 
397 
606 

1:338 

920.55a 

1,337 
3,097 
S,260 
8,026 

17' 720 

477 .sob 

473.85c 503.20c 190.15b 

1 ... C), 166 
344, 101 
584,567 
891,425 

1,968,259 

86, 715 
201,386 
342.,120 
521,709 

1,151,929 

92,976 
215,409 
365,458 
557,853 

1,231,696 

50,823 
117' 749 
199' 770 
304,939 
6 73, 282 

638,418 
1, 4 78.818 
2,511,650 
3,832.415 
8,461,301 

254,231 
588,895 

1,000,189 
11526,144 
3,369.458 

T Y P E 

4 

898 
2,081 
3.,535 
5,393 

11,907 

820.lSb 

379.15b 

376,495 
1,706,732 
2,899,230 
4,423,069 
9,405,526 

340,477 
789,011 

1,340.,295 
.£,044~_6 
4,514.,539 

T A. B L .E 1 

5 

138 
320 
544 
830 

1,832 

730.60b 

426.7.5b 

100,823 
233,792 
397, 446 
606, 3!8 

1,338,4 9 

58~892 
136.,650 
232,152 
354,203 
781.,806 

Total 

2,657 
6,157 

10,457 
15, 95 7 

-35,228 

636.01 

297 .80 

l, 356. 878 
3, 978,852 
6,758,351 

].O I 311, 16( 
22,405.,241 

791, 138 
1,833,601 
3,114,526 
!±., 751, 751 

10,491,014 

°' 0 

b Does not include cost of any labor which is exclusively supplied 
Includes cost of harvest labor which is hired c 

by the family in these farm. type 
c: 
:a 
,'"') 

~·· 
\:ll .... 

. ~ .. · . 
•. • t:Q < 



TABL& 2 -
UPPER AND LOWER II MI TS OF POTENTIAL DENA.'ID FOR LONGER --

'IERM OPERATING CREDIT BY. F AR...'1 TYPE8 

[. Upper Li:ni.t Pe:tential FARM TY P E 
Demand: 

1 2 3 4 5 Total 
Year 1 49,388.67 30,992.00 212, 806 .00 125,498.33 33,607,67 452,292.67 

? 114,700.33 71, 803. 00 492,939.33 568,910.67 77 ;930.67 1,326,284.00 
3 194,855.67 · 121,819.33 837,216.67 966,410.00 132,482.00 2,252,783.67 
4 297' 141.67 185, 951.00 12 2 77 2 4 71. 6 7 124741356.33 2021132.67 3,43!.z..053.34 

Total 656,086.34 410,565.33 2,820,433.67 3,135,175.33 446.153.01 7.468,413.68 

:r. Lower Limit Potential 
Demand: a 

Year 1 28,905.00 16, 941.00 84,743.67 113,492.33 19,.530.67 263,712.67 
.... 

2 67'128.6 7 39 ,249 .67 196,298.33 263,003.67 45,520.00 611,200.33 
3 114,040.00 66,590.00 333,396.33 446, 765.00 77,384.00 1,038,175.33 
4 173,903.00 1011 646.33 508!714.67 681!585.33 118,067.67 l,583J_~l7 .oo ( 

Total 383,976.67 224,427.33 1,123,153.00 1,504,846.33 260,602.34 3!>497,005.33 

' Calculated from Table 1. 

~· 

E 
Ir. 
I;; 
·~.···. 
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,,, l~ ... ~ ?~ 3 

1 2 '.) h T-:>ta l - - --~.i- - ' ~:'.ill~. ::ir~s ~.;> -:1 )11.a~s, -~ 

Oye1·2t l !'!'~ creci.it 
U~/ricr li.1i t l I, 11-. (' / r-

10.3 22.4 . .,. c. (; 
L·y.·:cr li:-1i t '"' i.c 3.1 i~. 8 lC'. ~ .o 

In vc st ·:r: nt creC.it 
U:1per li::l.i t .5 1. 3 2.3 ... 4 .) . 7 r: . / 
L')1·ier li:nit .3 / LC' 1. 0 3 r. • l,) . ,,. 

TOT.l\L 
U!Jpcr li'":lit 1.9 !:"" ~ /.1 13.7 "' /OJ L..;.. ..... 

10'.TC' r liT2.t 1.1 2. !~ : .. l /. t, 
Ue 1t ll1. 0 

SOu-:r:c...:: C3lculated :'r::i.:-:. Tables l an::1. 2. 
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{ Loan Funds Available at 
Beginning of Ye~r 
OperaqE:K __ Iuvestmenr:_ 

$US 

937,500 

1, 843. /50 

·2 ,659 ,375 

Z,893,43e 

312, .'...00 

500,000 

518,125 

453, 125 

1'H£ Nu~lliER OF FARMERS THAT CA.i.'4 BE SERVICED EACH YEb.R WITH A· - -
PRODUCTION CREDIT LO~ OF $466.91, AND A IMPROVEMENT LOAN 

OF $155.63 

II of Loans 
0
that 

can be made 
Operating Investment 

2,008 Z,008 

3,948 3,212 

5,696 3,714 

6,197 2,911 

Farmers tlho Adopt 
New Techniques 
New Cumulative Total 

2,657 2,657 

3,500 6,157 

4,300 10,457 

5,SOO 15,957 

St.are of New 
Farmers wl:o get 
Investment Loan 

76% 

92% 

86% 

53% 

Source: Synthesized from Tables 1,2,3 ~nd 4. 

TABLE}.:_ 

Share of total 
Farmers who get 
Operating Loan( 

76% 

64% 

54% 

39% 

°' +:"' 

! 
E 
I~ 



- 65 - tINCLASSU'IED 

The number of the target group that can be serviced by the credit 
available each year is presented in Table 5. At the required loan level 
f'or the average farm credit funds are adequate to provide inve·stment and 
operating capital loans for a significant share of farmers in the target 
group. But the percentage of farmers served begins to decline in the 
third year. The drop in the share of farmers receiving operating-loans 
occurs because farms ready to use new techniques are increasing faster. 

It is unlikely, however, that BAB ~ven with technical assistance 
and MACAG extansion service support can develop the institutional capacity 
to keep up with the increase in farmers who are adopting new techniques 
and this implies that the ability to del.-i.ver credit may become a real 
bottleneck to more rap~d technical change in about the fourth year. Our 
credit component is kept at the level programmed, at least in part, because 
of this institutional constraint in BAB. As it is, BAB nr,1st start frorr. 
scratch and service 2:008 operating loans in year 1 and then, increase this 
to 6,197 loans by the fourth year. At the same time, it will be required 
to service from 2,000-3,000 investment loans per year under this program. 

The BAB currently has a portfolio of a little over 6,000 small 
fanner loans in the entire cou.~try but mostly in the area of concentra­
tion. To meet the needs indicate~ in the tables, the loan portfolio will 
have to increase by 66 percent in the first year and double by the end 
of the third year. In those ~hree years nearly 12,000 loans, including 
r · ... peats to the first batch of borrcwers, will have to be serviced in the 
a .. nual production category alone. Even with considerable technical assist­
ance, the participation of the MACAG extension ageuts in loan preparation 
and supervision and the development of farmer groups as credit recipients, 
this represents a formidable task for the BAB. Periodic evaluation of 
credit placements and BAB regional office operations will be u3ed to check 
on and stimulate·movement of credit fUnds. Obviously if more loans can 
be made in the first three years, the credit fUnd will be disbursed more 
rapidly. 

Howe'rnr, we also a.re faced with certain planning constraints. 
For exam-ple 7 we assume that a farmer opting for the new technology will 
require crcdi t 2·J.fficient to cover costs lying halfway between the estimated 
total variable costs of the new technology and the differential costs of 
the new technolngy. The credit demand could well tend toward the lower 
recuire1ner.t, ::.:r this were the case Loan funds could be extended to cover 
credit demands o~ aGout 20 percent more clients. Only in about the third 
year v."ill we ~ave data on the ef'fect on farmer savings of increased out­
put~ and income and hence le;,.:::ler reliance on credit. We can only speculate 
on new ma,,~/ fa~':nt~rs adopting the new technology and using credit will be 
able to n1;='\.'t. ::.:v-r:..y f:r0rr: supervised credit and become acceptable clients 
under otm:r :;::·ro~rF.r:.2 .3Uch as the FR.A. We ca.n say now, with considerable 
ass1:..rance, :;tat, ti1ro'Jg!1 tr.e third year of the Project, a.vailabili ty of 
credit will ;1ot re a constraint on achie"<--ing year and Project targets. 
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When and if a credit cons train t develops, and we cxpc ct it 11111rc 
on institutional than availability grounds, it will not be because we 
ha.ve inc.luded too small an allocation of credit in the Project. We have 
held that allocation down so as not to tie up f'unds that will not be used 
and to avoid the trauma cf possible deobligation. The Mission hopes that 
it will be necessary in the third or fourth year of the Project to put 
in an additional infqsion of credit from A. I. D., GOB, others, or a mix 
of resources. This would be one of the best indicators of Project-success 
combining demand from new producers and improved administrative capacity 
of the involved institutions. 

5. Marketing Analysis Y 
a. Small Farmer Marketing Philosophj 

For the most part the structure of Bolivia's product markets 
is private sector oriented. Government intervention in the marketing 
systems gen'=rally have been limited to four types of activitie~:: i) 
attempts to administer prices (which is discussed more f'ully in Annex lV 
Exhibit 1): ii) direct purchase of commodities, particularly milled rice 
through th~ National Rice Company, and in 1974 a small pilot project for 
direct procuremer.t of wheat; iii) public investment in selected processing 
facilities by the BoliviRn Development Corporation - a state owned enter­
prise; and iv) regulatory measures usually directed at the processor level. 

Thus, the ag:::'icultural sector generally and small farmers in 
particular are accustomed to having to meet the risks of prcduction 
failures and i~flation without GOB assistance. The system which has 
evolved i!!volves ;:;preading risk over more than one crop or livestock 
enterprises and w".-1ere possible producj_ng these crops in more than one 
location, a!i.d on r.-:.aintaining a low cash liquidity level and investment 
in assets w'.1ich either increase nr maintain real value over time. 

'l.'1-::e ir:~_;~,ct of thL-: upo~ t:-ie product ir.n.rketing system is evi­
denced by the rate of flow cf !''lrm conm,odi ties into the n:arketinc; system. 
Depending upo::.. the storeabili ~y of the commodity, generally le:::;:; 1:,}v:i.r: 
50% of the.:~, portior:. of the crop that is surplus to subsistenc:e ner::;] s 
is scld lmr11edit2l;; E'ol1owing 'nrvesting. Initial sales f0llmTin;_: r:~J.r·r::;r, 

provide the .!.rr.rr,ediate cast, fer famility needs and repayment 0f rAhr::::c r..:t,li­
ga tio!'ls. J:'hex-e.:~f'i::.er, farmers se~l the remain ins portion of thi::ir m::i.rf':et­
::tble surplu<: ai:: +,'.:-;(: l;eed for liquidity occurs. This acc0'1nt;; for thr:: re­
latively eYer: I~_Jd of 3rw11 2.ot:; of storeable commodities into the rn::i.rY.et­
ing system uver a lol'3 :period fo:.lowing harvest. Fund::; in excec:s 0f 

!) I or rurtLe1· rie-tE.i 1.s on tk1e related marketing de.ta and analysis con­
tained in ttis ~.e·~Licn ~.ee Annex IV, Exhibit l. 
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family needs are iqvested in livestock which is one of the mechanisms 
to hedge against inflation in the rural areas. 

b. Connnodities 

It has been shown that the target c;roup hedges against po­
tential production adversity by diversif'ying both crop and livestock 
production. The location" within the Project area, rainfall, soil fer~, 
tility, access to roads, to markets and similar factors govern what 
crops can be grown and to a certain extent when, The Project will con­
centrate on activities which will facilitate improvements in the produc­
tion and marketing of potatoes, corn, wheat, vegetables, milk, rice, 
barley, oilseeds and animal proteins notably pork and poultry for 
domestic consUinption. The Project area is currently the principal 
supply area of those cow.modities and the existing markets system is 
so oriented. 

c. Seasonality of Production and Marketing 

T:be production season for most crops coincide·s with the period 
of heaviest seasonal rainfall which begins to significantly increase in 
November, trends to a peak in December and ,January and subsides by mid­
April. The rainfall in the Santa Cruz lowlands is twice that of the valleys 
and the average temperature about 10 degress Fo.11rc:nhci t warmr::r. 'J'lw 
seasonal r9.infall pattern has important implication:: v:.i th rc~1'cl'l. LP acc·~r::: 

and transportu.tion. Access to markets is a lc2nticn ::.;pccific cun:;l mint 
both with respect to the crops that can be grown for market and the cost 
of transportation. About 60 percent of the roads in the Project area are 
either closed during the rainy season )r can be traveled only with dif­
ficulty. Some 203 of the roads in the Project area are closed as much 
as 4 to 5 months a year due to weather conditions. Experience has indicated 
that when road conditions deteriorate, transport costs more than double. 
Howevr:::r, as n0ted, it is the growing season, not the harvest time, which 
coincides with t'le greatest transport difficulty. 

d. AgrL~u..ltural P~ice and Market Policy 

Des_;..~::. ::,e reeer..t gcv8TI1'!1ent policies designed to maintain low 
prices for selected con.:rncci ti·2s tc urban conswners, fc:.ctors external to 
Bolivia's domestic mari{~t significantly contribt<ted to the upward rroo·F::ff.":'!'.t 

of major f'c<Jd prices, particularly dm·ing the last half of 19?3 an-J 1J7;.,. 
AgricuJ.tural pricing :;iolicy, which has been mostly in the form CJf ~J.r}minL;­

tered. prices to constun~rs, anJ in the case of rice, sugar and wheat, a 
support p:r.i:::e to prod'1cers, has been developed on a coPUnodity by commodity 
basis. Suet ]C;licies ha'.'2 failed to transmit ef'fective incentives to the 
food. producT.ic:1 sector resulting in decreasing fcod s'.lpplies +,o consumers. 
The governmc.i t; response i:.c~ this 0.eteriorating supply situation was to 
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increaie imports. In February 1974, in a major pulicy shirt, the GOB 
increased the official prices for rice, sugar and ~lour and permitted 
the free importation of a number of basic conunodities. The impact of 
the government's experimentation w;i.th various agricultural commodity 
policies has led the Ministry of .Agi·iculture to take more aggresive 
leadership in advocatir:\g productiou incentives to farmers. As a result 
of a number of economic factors farm prices level for many basic food 
commodities have.increased to a point where they now approach world 
price equivalents. Historically, the commodity by commodity approach 
to agricultural pricing policy has not brought the intended benefits 
either to consumers or producers. The government, now more clearly 
than ever, recognizes the need for a balanced set of production and 
marketing policies ~nd for strateg~es whi~h recognize the real value of 
resource scarcities. Given the current price situation and changing at­
titudes on the part of the government concerning the need for incentive 
prices to producers and for improved sectoral planning, the present set 
of marketing price policies are not considered to be a significant constraint 
to the success of the Project. The planned Project assistance in agricul­
tural sector planning and marketing analysis will provide technical assist­
ance and participant training ~o the MACAG to strengthen i~s capability 
for improving pricing policy analysis and formulation. 

e. Str'-lctm·e and Conduct of Product Markets 

Approximately 9Cf1~ of the marketable surplm~ from farms in the 
Project area currently is marketed through the local fair mechanism. The 
marketing system is private sector oriented, highly competitive, and 
largely free of direct government intervention except for sporadic govern­
ment attempts to administer prices or L.1 the case of rice, to produce 
directly. Women control virt1.ially every aspecto of the retailing portion 
of the marketing syst€?1 and sometimes are directly involved in the assem­
bly anc wholesalir.g functions as well. Some marketing is done directly 
from t.he farm to coP-sumers with women playing the primary sales role. 
Conuncdities ar·5 c:mcentrated at the local fair from many small lots, 
moved to large~ fair mechanisms or directly to major consumption centers. 
Retailing is i!: the hands of many small vendors who likewise handl~ small 
lots. Losses, while not adequately documented, ari:: thought tr, 'b'= r~. 11ct. 
higher than official statistics indicate. 

/..s pre-vi-::iusly noted, farm marketings are reasonably well dis­
tributed ttirr ug1wut the year with 5CJ~ or less occurring at harvest. This 
lc•w rate:· rect·Jces the need fer extensive off-farm storage and hRndling 
facili tie<; a.s t~1e .SJS t...:rr. r:ow ftmcticns. While marketing F.?fficiency is 
not a strong. :~t+.rihu+e cf thi: GystemJ the system does work after a fashion 
and is not con~Ller~,i. .'.'! r.:aj ::r constraint to the development of the Project. 
There are l::.:'1':.i t2d of:~-:arm storage an9. handling facilities for perishables 
as well as :1:\;r •::•)TI~'!;c:lit.ies :~uch as ci::real grains. Given the present flow 
of comr.i.cdite.s intci t:1e system, the lack. of storage and handling facilities 
has n'.1t const:i.tutecl an insu.rmc'Jn table constraint. Both losses and dete­
riora.tion i.1 :pa .. '1..i :,y can be attributed to the lacl< of more adequate 
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facilities. The problem is not so much one of la.~k of physical \!U!;'t"l.d t.y 
as it is of improved fa.cilit~es to reduce losses and handling costs. 
While the goverrunent has limited storage facilities for cereals, the~e 
facilities would be totally inadequate if the government would choose 
to become more active in price support activities and expand their role 
in direct procurement beyond what ,is now being done in rice. 

Improvements in the facility infeastructure will also be a 
principal focus of the marketing technical assistance, training and 
prefeasibility studies noted earlier. Funding for feasibility studies 
and related investments may also be drawn upon from the proposed Basic 
Foods Production loan. 

f. Cost of Marketing 

While marketing costs from the farms to the consumers are 
not adeq_uately researched and documented, it is estinated that farmers 
are now receiving of the consumer's dollar - - ar: i:icrease of 10% over 
the 'Jast two years. While marketing costs appear to be comparatively 
rigid as compared tc farm and cons~~er prices, farm prices during the 
past two years have tended to rise faster thari. consumer prices. 

g. Suppl~r and Demand 

Over tile past ten years thr:> va~leys and the oriente have con­
tributed slightly over sh .. ty percer.t cf the nation's crnp production. 
With regard to specific crops, the region produces 65% of the wheat, 
24% of the barJ_ey, 72% of the corr., 8CP/o of the rice, 100% of the oilseeds, 
44% of the potatoe supply, 80% of tl:e bs.nanas and plantain supply, and 
40% of the citrus fruit. 

While demanD. for food products has been rising at an annual 
rate of 4%, focd production :-w.s bee:'.'i growing at !-:9.lf this rate to the 
point where f-::.od supplies per capita are lower th:i!! ten years ago. The 
demand for com!T':odi tes produced ir:. t.1e Project area) wr.icb are basic to 
the J:)'.)livian diet, have cont~::cle6 tc, increase a:1c: ar<:' exptected to 
remain strong for rei:,;:;;ocis outli:ied i!t the AgriclLlt·.tral Sector Assessmcrit. 
The comes tic n'::trket demawl exce':cis domestic source supplies for all bai:;ic 
Project area food vri ti:. the ex2e~t:io;1 of rice, 1·:Lich has ready m9.rkets 
ir~ Pel1 'l and Chile. 

The e2c.no:;;:i.r:.; of :-ro,~'2ssing of perishat ~e fcod sup: lies 
remci~.c: f:·r a;10lysis. Sj zee,:-.J e f;2ascnal prcducticn incresLses for com­
modities suc-L as vq.:e':.ebler (~o-.lld ger:erate unmarketable surpluses 'Without 
proper holding .•r prcc.:: s ;ii~;~ .. acili ties. This problem will be a focus 
of the g1'ant !~':ndea. ~.·, proj }Ct, aric t~ .. is loan Project includes an alloca­
tion "',~;r reJaf:ed :;::::.'Eo:.'2;1d.bili7,;, s-::.:.<.dies. Overall, the analysis sho11s 
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that effective demand at incentiv_ prices do not constitute a foreseable 
constraint to the success of the Project. 

h. Factor Markets 

A revie.w of factor m: 1.-rl~ets for the n1ain production inputs 
required for the commodities be:i.ng addressed in ':,his Project concludes 
that input constraints are ~ot likely to be limiting factors. The private 
sector is responsive to demand at all levels for production inputs and 
has the capability to import and distribute needed production inputs. 
Importers, however, have a special interest in knowing beforehand what 
credit availabilities will be, especiG.lly in the small farm sector where 
purchases are made on a small lot basis, in order to forecas demand and 
place orders sufficiently ir:. 8.dvance of needs. Current factor product 
price ratios appear to tie favorable for the utilization of most modern 
inputs although fertilizer prices are such that farmers with a low risk 
preference would not likely be enthusiastic customers. 

i. Stunmary of Market Conditions 

The cor.nnodites to be produced under this Project are essen­
tially the ::;ame as those alre3.dy produced in the Project area.. There is 
no new prorl.uct for which c:i. ne\-: marketing mechar.ism must be set up. We 
are expecting an increase of outp'J.t by the er~.:~ c:' the Project which we 
hope will exceed thirty percent. Part of this increase will b<.: used to 
increase on-farm consumption,. some will be marketed and constUn.:~rl at the 
local village level. The ::-2.lance, estimated at from 15 to ;:)o percent 
more than how marketed ·:i 11 r:icve through the marl1 et system. f\s indicated 
the local rr.arket fair system appears competitive, responsive to supply 
and reasonably efficient. We wou..1 d expect the system to accomodate its elf 
easily to the increased output. This is true particQlarly since all pro­
duction will n·.Jt be dw::ped c:. the market at har-.rest time. 

Tr9.'.1Sp')r::.at::.or, wi 1.1 ':Je, as it always has been, a marketing 
constraint ~~c: represent the lien's share of ~arketing cost. This cost 
is sorrewhat Lard to disa~:~;;:;reg:i:e since the transporter is also a market­
ing ·1id·i:'...e1:i:lr>. a:id even, at times, a supplier of credit a:id all these 
costs are :reflected in ;-:rice di fferenT,ials at vario"'..ls points. The same 
can be said of loss fror;; dmN:i.ge or s:rai lage which shows up as a part 
of fi.Eal priGe. It shou.lc :~ :-,ote:l however that since the growing 
season is "':,>1e same ar. the ruL1;; season, most marketing takes place 
during the :.:ry season wben ·roads rre passable. 

T;-1e rrarkcc,icg ~·r.-):~ess c;e;· :-iave SQT",e taxe::: im~osed, tr_, l l:; 
are cha~gej o~ tr~c~ traff:~ ~a ~e~ pesos per vehicle or ton; and 
prciinc:'.ca l taY.:es are levi ec, ''i' ::·:.":)ducts mo'rir:~~ from one "[fffNince to 
another- 'i'hes-2 L:-~tt·~·:r are e;,.ti!r.Rt•~d at from 3 to h percent of nroduct 

- L < 

price at the f~nal ~~~ket. 
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Given the situation described th"! Mission does not belieye 
that a marketing constraint exists such as to reduce the incentives to 
farmers to participate or to drain off the in~ome benefits expected 
for them. 

6. External Debt Servicing Capacity 

Bolivia's debt service capacity is analyzed in this section from 
the domestic savings and oalance of payments points of view to determine 
the potential pressure on overall investment and foreign exchange avail­
abilities. 

a. The Balance of Payments 

Ir: 1974) BoliYia benefited from a sharp improvement in the 
terms-of-trade for its major exports ns well as for its agricultural 
exports. This re:::1.Ll ted in a sharp increcse in net foreign assets of 
the Central Bank 01.U'ing the perioa. Export value indices for Bolivia 
show a 100% increase over the average for 1973. Hm:ever, the comparable 
volume indices for minera:i_ experts show a decline of about 5% cor.ipared 
to 1973. This latter phenomenon reflects the lack of adequate produc­
tive investments in the mining sector in prior years and a lack of ex­
ploration work to increase the amount of known reserves. 

Ti1e Mission pro2ects a pa.rtia.l reversal of' the terms of trade 
in 1975 as import prices conti!!U(~ :.o move upward rt a rate faster than 
the expec~ed price increases for Bo~ivia's export0. Anoth~r factor which 
could have a detrirr:ental impact 0:1 Bolivia 1 s exports would be a recession 
in its major tra~ing partner;:; economies. However .. \ve would expect the 
latter to be ::.:hort li "ied. The prevailing 1.u1certainties for Bolivia 1 s 
export prices ir' th.o; short term r.:ay cause temporary problems, but given 
the expected lor.t; -t.erm ~.hcrtat?e of raw materials) we should expect export 
prices tc ".:rer.d i.rpward onver the foreseeable future. Thus, over the 
longer time :'ratr.•:.:,. '.:.he pr:•spects for Foli via 1 s e:qorts should be good 
if appropriate irvest'l'.er.t::.: are forthc:oming. 

Year 

l97L 
197 5 
1976 
1977 
1972 

Proiected Exr~~t 

s I ?cY3. 

1 FOB: arn.: ::cot Service R~quirements 
(M:!.llirms US$) 

IJebt 
Service Hatio Princ~val 

14% 
16% 
17% 
17% 
16% 

L_-:: '..:.:q<:.>. ~ ·;·o=:. · .tT, .. > _ti on is based on the assumption of 
relai,i vel;ll stac.J ,, wcr.!.e ·.:.:e.3 n.+, 1974 levesl, increased agricultural 



exp6rtvolumes .. in 1975.an<l thereafter, and increased mineral volumes 
(la%i) ref+ecting .increased. investment in the public and priyat: mi.ning 
sectors which should bear fruit by late 1976 .. The year 1978 reflects 
ari optimistic view that exports of petroleum in voltime terms will. expand 
as present exploratory work gives favorable results by 1976 and pipeline 
investments are initiated in late 1976 to provide higher exports in 1978. 
In general, however, the as!lumptions underlying the above projections 
are reasonably conservative. 

The Mission does not foresee, therefore, an unduly high debt 
service ratio. A debt service ratio of 20°/o would not be considered hi.gh 
in the short term if the type of projects being financed show internal 
rates of return of 15% or better. The present petroleum projects being 
financed or about to be financed with relatively high cost money appear 
to have internal rates of return of 2(11j;, or better. Infrastructure loans 
under discussion are copcessional due to their lower immediate potential 
payback. 

b. Domestic Savings 

Of key importance to the repayment of external debt is whether 
the !Dan funds finance projects whose rates of return are greater than the 
cost of financing. This implies that t.he growth in the rate of savings 
would exceed the growth of debt servicing requirements, while simultaneous­
ly meeting domestic investment requirements. It appears that in the period 
1972-74 the investment ratio has reached 21% of GDP while domestic savings 
has financed 50% to 6afo of the total. This would indicate an improvement 
over tye 1968-71 period when domestic savings financed approximately 45i 
of investment. There is some evidence to indicate that investment in 
agriculture and private mining is being financed increasingly from internal 
generation of resources implying a higher savings ratio. Basic data to 
test :fully this assertion is lacking, but the evidence of increased econ­
omic activity would tend to corroborate the hypothesis. Assuming the 
GDP will grow at the average annual rate of 5% to fr'h in real terms over 
the rext five years, then it would appear that domestic resource require­
ments to meet external debt service requirements would be manageable. 

Year 

1974 
1975 
1976 
197'7 
1978 
1979 

Projected GDP* to Debt Service Ratio 

GDP 
(millions of Pesos) 

14,969 
15,867 
16,819 
1?,828 
18,893 
2n,032 

"'\ Debt Service 
(millions of dollars) 

70 
81 
93 

102 
120 
100 

* In Real Terms (based on annual 6% growth) 

Ratio 

'ft 
101, 
11'{; 
11% 
13% 
103 
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The need for concessional financing will continrn~ over at 
least the next five years as the GOB attempts to increase lHitlt produc­
tive and infra.structure investments. The level of the savines gap 
implied by the investment aims of the GOB is estimated by the govefn­
ment' s planning agency as being US$100 - 125 million per year, of 
which non-concessional borrowing may cover as much as 40% leaving tne 
bilateral and international donors to take up the remainder. More­
over, the Mission believes that any further hardening in the overali 
maturity structure of Bolivia 1 s external debt would detrimental to 'the 
country's development plans. At present, the Mission considers the 
present maturity structure acceptable from a debt servicing point of 
view and that this loan tends to add flexibility to Bolivia's debt 
service policy. However, the need for concessional financing would 
continue to reduce the investm€nt gap implied by the use of domestic 
resources covering the debt service requirement over the next f'ive 
years. Any further hardening of the overall maturity structure on 
external debt ·'would onlr exacerbate a relatively good position enjoyed 
presently by Bolivia. 

In general, it is considered by the Mission that the external 
debt service capacity of Bolivia will not be strained by this prospective 
Loan. 
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C • Environmental Anal.ysis 

1. General 

The.Project consists of 1) improving agriculture sector 
management through institutional develoIJD.ent of the MACAG, 
training, data colle~tion and dissemination, technical assistance 
etc.; 2) technologi~al development through the expansion of modern 
production factors through research and extension, seed improvement, 
farmer trainins and market development; 3) agriculture credit; and 
4) agriculture education and training. 

Of all activities to be undertaken, only the construction 
compon~nts and the purchase and utilization of fertilizer and 
insecticides pose adverse environmental implications. These will 
be addressed and tested herein. 

2. Adverse Environmental Implications 

a) Introduction of Pollutants 

No contamination of water or air is expected as a result 
of project activities. It is estimated that a total of 8,ooo tons 
of fertilizer will be purchased with agriculture credit under the 
Loan over a four year period. This volume of fertilizer is considered 
too small to pose a threat. Fu.rthermore,all will consist of 
nitrogin-potassium-phosphate compounds, and these normally break-
down and get absorbed within a matter of months as a part of the 
plant nutriant cycle. Insecticides will be of limited use Jue ti 1 

the absence of cotton as a te.rget crop,anrJ will consist of a.pp1·oximn­
tely 99fo organic phosphates that also breakdown wi~hin 30 days. 
Consequently, it is not expected that runoff from agriculture 
areas receiving either or both fertilizer and insecticide will 
contribute to water contamination of adjoining rivers and stn:ams. 

Air contamination is not c .. nsidered a threat d.ue to 
the absenC'e from the Project of large . ::·1mercial enterprises such 
as processing plants. 

b) Disturbance of Existing Ecol0gical Systems 

No such disturbance is expected since no alien 
activity .ll be introduced, although on-going agriculture 
activities will be expanded and intensified. No significant land. 
clearin[, earthmoving, or change of land contours is expected. 
Erosion because of water or wind is not expected to increase as a 
result of Project activities. 
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c) Waste Disposal 

Sewage and solid WSiSte generated from new construction 
activity is not expected to be significant, and, in ui,y case, will 
be treated through ~xisting environmental protectior. ;:;ystems~ All 
Project areas where new buildings are being introdv.ced alrea.ccy­
include similar edifices with functioning sewage and waste disposalL 
systems. The magnit~de of the additions in each case of a research 4 
station or extension center is considered minor, and does not warran~ 
the expansion of these environmental protection systems. 

3. Irreversable Commitment of Resources 

The only irreversable commitment of resources contemplated 
will be the use of land for the erection of buildings or the reclamai 
tion of land from adjacent areas for cultivation. Little deforesting 
is anticipated, within the area or Project focus, and the reclamation 
will consist almost entirely of bringing lands presently being used 
for grazing or virgin lands into cultivation through irrigation and 
the introduction of chemical agents. It i~ not considered, therefore, 
that this conunitment of land is a negative factor. 

4. Alternatives 

Improvement of the standard of living of the small farmer 
in Bolivia by increasing his productivity and his income is an 
overriding goal of the GOB. The purpose of this Project is to 
assist in achieving that goal, and it is not considered that other 
alternatives actue..lly exist. The quantum of benefits tha.t the small 
farmer is expected to receive from this Project overshadows by far 
the almost non-existant environmental risk inherent in its execution. 

D. Ensineering and Technical Analysis 

1. General Description 

Engineering and tec'mical activi'1..·ies proposed uncier the Loan 
\ 

will be in support of over all Project objectives and will ensure 
that the physical faGilities, vehicles, equipment, etc. will be 
adequate and will not become a canstraint to the proper impleffientation 
of. the Loan. Activities contemplated will include new construction, 
additions to existing facilities, the purchase and installation of 
laboratory equipment and the procurement of conventional vehicles, 
agricultural machinery and other auxiliary materials. 

The ePgineering anu construction phase of the project comprises 
the plann.ing, a.::.dgn, and construction of agriculture research, extension 



- 76 - UNCLASSIFIED 

and education facilities in the areas of geographic focus of the 
Project: Cochabamba., Sunta Cruz, Chuquisaca (Sucre). These 
facilities include regional agriculture service centers, adult 
education centers, assorted laboratories, seed processing and 
storage centers, quarters for resident agriculture staff, machinery 
sheds, green houses and dairy housing facilities and equipment. 
The following table illustrates the location and type of these 
facilities. 

City of Cochabamba: Regional ~iculture Service Center 
Torala.P! E~rim.en~. Station (Cochabamba): Adult education center 
(capa·~ity 30, quarters for four resident fa11Jilies a.nd one 
green house. 
San Benito EJ:eriment Statrion (Cochabamba): Adu.lt education center 
(capacity 60 , combination laboratory and machinery shed. 
Chipiriri Experiment Station (Cochabamba): ~uarters for four 
reaicent families, machinery shed and combination laboratory. 
9ity of Sucre: Regional Agriculture Service Center. 
Chimoli Experiment Station (Potost): Quarters for two resident 
families, m.achinery shed and a laborat~ry-classroom-we.rehouse 
combination building. 
Zudanez Extension Center (Sucre): A combination seed processing 
center extension office. 
City of Santa Cruz: Expansion of the existing regional Agriculture 
Service Center to include more office space. 
Saavedra ~eriment Station (Santa Cruz): Quarters for four families, 
remodeling and expansion of existing office building, e,du.l.t educa­
tion center (capacity 60), seed storage and processing center and 
additions and modifications to an existing dairy barn and instal­
lation of equipment. 

The regional AgTiculture Service Centers will include offices 
for the MACAG research and extension offices, a soils office, labora­
tory, offices for the Na.tj.onal Community Development Service, regional 
conference areas and othE:r offices. Adult education centers will 
include facilities to house participants of both sexes for short 
courses,dining areas and classroom space. Housing units for resident 
agriculture personnel will consist of duplexes containing two modest 
three bedroom units. .Machinery sheds will consist of covered areas 
and will include an enclosed small parts and service section. Other 
laboratory areas, seed· centers etc. will consist of normally rHodest 
edifices cithe:r identical or similar to existing facilities, The 
a.rchitc~tural treatment envisioned for these facilities will be in 
harmony with 1::xistj.ng buildings without sacrificing the utility 
or fun(~t.ional pU2·pose o: each unit. 

I'reJ.imi.r:.3,l'J' sl' .. etches for these different types of buildings 
are shown in AnnZ:Y- III. 

I·~ is est.Lmaced that Sq assorted conventional vehicles will 
be proc1.tr!Jd in ?~;.pport of'. Project •ctivities. Y Vehicle needs will 
[/ 54 jf;'F!ps 1 Y: 91.ckUp ::Crucks, ~ trucks 1 3 busses and 4 mobile units. 
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be ve1ified at an early date during f-1."oject implementation and 
will be purchased under one contract to realize price economics 
resulting from bulk procurement.. All vehicles will be 9f U. S. 
source and origin. 

'l'be P~oject will also require the procurement of e.gricu.ttu.re 
maehinery including agriculture equipment, seed processing and 
bagging unitn, dairy related machinery and laboratory equipmeo.t. AD 
illustrative list of such equipment is shown in Annex III. Exact 
needs will be identified during the early stages of &oject impleuien-. . . 

tation and will be procured with enough lead time to allow their 
timely installation in the completed buildings. 

Loan funds will be disbursed for the procurement of engineer­
ing BJ1d constructions services and for the purchase of vehicles and 
equipment. 

2. Epsiueering l!,plementation Plan 

a. Site Selection 

With the exception of the site of the regional Agriculture 
Service Center in Cochabamba, all areas to be utilized for building 
sites are now owned by the MACAG and are located in either experiment 
stations, extension centers or other agricultural facilities. 
Consequently, no problems are anticipated ln securing land title 
or acquiring such pa.reels of land. Site selection criteria within 
these compounds will depend almost entirely on where a proposed 
:facility would best fit within the overall layout of the particular 
compound. utility connections are readily available in all of these 
areas. 

In the case of the Cochabamba site, the MACAG has alrealf¥ 
identified the site a.n.d pl.ans are underway for its acquisition. 

b. Design and Preparation of Contract Drawings 

The Ministry of Agriculture has no resident engineering 
staff of its own, and uone will be developed as a result of this 
Project. Consequently, architectural/engineering services will be 
procured from the private sector to develop constructi~n plans, 
bidding documents and supervise construction. The buildings to be 
constructed pose no unusual architectural/engineering problem and 
there are available qualified Bo.11::.vian firms adequately staffed to 
handle the complexity &.nd magnitude of this work. In addition, there 
are several u. s. firms with associations in Bolivia currently 
involved in work financed from AID or other international lending 
agency loans. Serv;ices will be solicited from among 'quall:f'ied AID 941 
code countries through advertisements in the Commerce Business Daily 
in the u. s. and loc&l press. 
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The consultants selected will undertake site develop­
ment and sub-surface investigation and will design all fccilities, 
prepare construction drawings and bidding documents and prepare 
prequalified construction contractor lists. ~~he same consultant 
will also supervis~ construction on behalf of the MACAO. 

Selection of consultants will be in accordance with 
AID guideliness and will be s~oject to the written approval of AID. 
The consulting engineering contract and all drawings and documents 
developed by the consultants ,,_..ill also be subject to the written 
approval of AID. 

c. Public Bidding 

Public bids will be solicited from a list of prequalif· ;d 
contractors for all work under one contract or in small construction 
package as the consultants may recommend in order to expedite the 
completion of the Project. In case of conflict with Bolivinn decrees 
governing bidding procedures, the criteria setforth in AID guideliness 
stipulating award to the lowest qualified responsive bidder shall 
govern. 

The scattered, relatively unsophisticated and isolated 
construction areas, and the relatively low monetary value of the 
proposed construction pack.age are not expected to attract u. s. 
or other 941 code country contractors. The interest of such 
contractors, however, will be tested through the publication of a 
notice in th~ Commerce Business Daily during the qualification 
process of construction contractors. 

Bids received will be publ.:.caLly opened. The consult. ng 
engineers will analyze all bids received and will make recommendations 
as to the award. Copies of all bid tabulation sheets, the C£l}Bultants 
a.~alysis, and the technical report of the J11!}ta de AlmQn~gas:!:I will 
submitted tn AID for concurrence. 

d. Construction 

Construct.ion services, will be c::mtracted from the lowest 
qualified responsive bidder by the MACAG. The contractor, in carrying 
out the work will collaborate with the consuJ.tants who wilL be 
responsible for construction supervision and inspection. In tnis 
capacity, the Consultants will be responsible for all relateJ approvals 
to insure the qJBlity of a~l worksmanship and materials, and will 
approve alL change orders, additional work orders, monthly progress 
payment.s and final iIH3pection and. acceptance of the project. 

!./ Bolivian inter-mTn~sterialcontract review a.nu awe.rd Committee. 
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Al.l construction contracts, and any subsequent motlifi ... 
cations to such contracts .• shall be subject to the written appro'Val 
cf AID prior to their ex6cution. 

e. S'J.ita.bility of 1''ixed Amount P.eimbursement Method 

In c~nformity with AID Circular A-513 dated 7/17/74, 
The Capital Assistance Committee has considered the suitability 
of the fixed amount reimbtll'sement method for construction projects 
financed Wlder the Loan. It has to the cooclusion that it would 
not be suitable in this case for the following reasons: 

1) Tradionally Bolivian entities suffer a lack of 
liquidity in their budget allocations, specially for new capital 
investments, and lack the necessary financial resources to Jrovide 
working capital. This is ~urrentl.y tri.:..e of the MACAG. 

2) Consequently, a:ny ad,ro.nce given to the MACAG under 
this method would have to be substantial, probably over 50~ of the 
proJect cost. The recovery of those funds by the Mission in case 
the project is not carried out in accordance with approved plans 
and specifications wilJ. be difficult if not impossible. 

3) Processing of paymenU; due contractors by the GOB 
has been very slow, and this may be reflected in higher prices 
since contract,1rs Know in advance that their capital will be tied 
up for long periods cf time. This situati1n ~s less so when AID 
is involved in monthly disbursements. 

As an al'ternativ 0 to this method of disbursement to 
construction contractors, th•~ Mi~sion proposes propos~a to advanee the MACAG 
funds for the establishment of 1;;1. revolving fund. These funds will 
be equiva-1_ent to what the construction contractor m::iy earr. in three 
mon:;hs of pro,jccc pro&reE s. The MACAG will disburse directly 
from this rev:.lving fund, and replenishr:ients will be made by AID 
to the :uncl 0n a quarterly bas"'..s based upon vouchers submitted 
by the contractor and certified by the consultants. 

f. Time Pr,w:i.sions 

It is estimat~d that the D"oject as a whole, including 
the non·-construct ion components, will be implemented within a four 
year per10d from the dete of signature of the Loan Agreement. 
::onstructicm shoull be coc:.pleted approximately ten months ahead 
of Proj "'·. :, complet·! ')I' in order to facilitate the orderly equipping 
and f\a-!'lis.hir.G of al;_ ~u:i..:.di."t,S. Following is a preliminary estimate 
cf ti1e i:. irr1P. f:.: ame ~vvis icned. for the engineering and construction 
activity: 
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Select nnd Contract Architectural/Engineer Consultants 6 Months 
Design and Preparation of Contract Drawings 7 Months 
Advertising and Bidding 4 Months 
Construction 21 Months 

TOTAL 38 Months 

g. Maintenance 

An on the site maintenance capability exists in all 
installations and station& where new buildings are being planned. 
The new facilities will be incorporated into existing maintenance 
plans. 

3. Procurement of ~hic!_,~s and Eq'EQment 

The MACAG will be responsible for the preparation of all 
equipment and vehicles lists and those of farm machinery. These 
lists will be compiled a.t the earliest poesible time in the life 
of t:1e Project, and technical specifications will be prepared for 
each piece or component. The MACAG will also prepare suitable 
invitation(s) fer bid, a.nd these materials will be distributed 
to interested suppliers in a.ccordance with standard Am procure -
ment procedures. 

Bids will be received and publicly opened. Contracts 
will be signed with supplie:r·s that will insurt;;; the timely delivery 
of these vehicles and equipment. 

All equipm~nt lists, technical specifications and procure­
ment contracts wi]...l be subject to the written approval of AID. 
All vehicles will be of U.S. source and origin. All other equip­
ment will be procured from AlD Code 941, countries. 

h. Technit:al F~~si~ 

'rhE Mission considers the Project to be feasible in 
engineering and teclmical terms in a.11 respects. No specially 
manufactured pieces of equipment will be required, and all vehicles 
and mote2ia_1s are rea.dilJ' availavle either in Bolivia or in A.I.D. 
Geogi·rl.~1hic Code 941 countries. In most cases, materials are avail­
able o!'f -the-she.lf witnout any delay periods for delivery from 
manufacturers. No except.ions to normal A.I.D. procurement guide .. 
liness ~re anttcipated. 

Ex,iJv"ienceu. eng:in.:=e".'ing and construction firms are avail­
able i.n Eo.:.ivia wi1:;4. con.sidr~:cabJ.e experience in the type of construc­
"tion -:.:::wisiom=d. i\.d.eq:Jat:~ compe1iitive response has been the rule 
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in other similar con~truction activity in Bolivia, and such 
response is anticipated in ·this case. 

The terrain, climatic conditions, structural and foundations 
problems pose no threat to the timely implementation of the Proj9ct. 

5. Estimate of '~oat 

The estimate of costs of the construction of all project 
facilities were carefully developed from the latest available 
data on the prices of materials and labor for comparable buildings. 
Records of the Camara Boliviaua. de Construccion were used as a 
basis for these estime.tea. 

The estimate includes an escalation allowance to compensate 
for the expected rise of ma.terialb ~nd labor over the next one and 
one-half years, at which time it is expected that construction W'Ould 
commence. An escalation allowance of 3CPft; per year was used due to 
the current trend in Bolivia. kJ.so included in the estimate is a 
15% contingency item which is considered mandatory due to preliminary 
nature of this estimate. The estimate of cJst for the different 
types of vehicles is based upon quotations of local supplies and 
include shipping and insur~nce allowances as well as an escalation 
allowance to compensate for the expected rise in vehicle prices. 
The estimate of cost for the agriculture machinery is based upon 
the quotations of similar equipment acquired by the MACAG with an 
escalation allowance t.0 ;neet the expected inflationary effect. 

It must b1>. pointed out, however, that this estimate is 
tied to construction to commence in mid ... 1976. Minor deviations 
from thiE scheduJ.e would not materially affect the estimate. A 
drastic change in this target d.R.te, any sizable decreed increases 
in .Laocr r~>Jmransation by the Bolivian Government or any unforseen 
problems in Bolivia or in tlle international scene that may affect 
material and transportation costs will render this estimate 
Obsolete. 

'.lht? est i1rn tes of con.:.:t:ruction costs are shovm in detail for 
each f&cility in Annex III. '£he estimate of cost for vehicles and 
equtpmer.t is shown in A:mex V. 

Fro.·1 :1n erl{~ir-?-::.::"ing and technical standpoint, this appears 
to bP a ieus:'." . ..1.c ~nd. so;u,d. Prcject. 'l'he estimated costs of cons-
true: ion an..i eqi~ :prn:-,7; J:-rcct.rrement have been carefully and realistical­
ly de\'e1.opect., l;aserl upcn reliable dats anci ta.king into considern.tion 
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escalation problems resulting fram the high inf lntion rat"' being .. 
experienced in Bolivia. 'l'hese estimates arc c-.insi<lerctl rcnc.onah..l.y 
firm. All sources of equipment, materials, vehicles, ).ubor, A.ml 
other services required for the completion of the Project arc 
available and pose no special problems. Time provisions are 
proven and realistic. It is, therefore, the judgement of the 
Capital Assistance Committee that the requirements of Section 
6ll(a) (l) of the Foreign Assistance Act of 1961, as amended, 
have been met. 

E. Financial Soundness 

l. ~ry Cost Estimate and Financial Pl.an 

The total cost of the overall project and the proposed 
sources of financing are presented by the following table: 

(us$ ooo} 
Local 

Utilizat~9n of Project Fµnds AID Loan Financims ·rotal 

Improved Sector Management 
Technological Development 
Agricultural Credit 
Agricultural Education 

600 
3,550 
4,400 

650 
9,200 

800 
2,750 
1,650 

450 
5,650 

1,400 
6,300 
6,050 
1,100 

14,850 

The GOB contribution to the project is approximately 3f:ffo of 
total project costs. 

2. ~llsis of Elements Included in Plan 

Tr'e following table presents reasonably firm estimates of 
the ~omponent ~osts of the project broken down between U. S. DolJ.ars 
and loca 1. '.~urrency: 

(u§$ ooo) 
Local 

U.S.Do~}a~ Currency Total 

60_0~~~~-80_0~~-J __ ,_4_00_ 

d. Agr. Data & M.l<;.'..:.g, Inf or. 325 
u. ?ol 1.;y t:~ Planning DeY€;lop. 275 

500 
300 

825 
575 

J 
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2. Technological DevelOJ2ment 21130 4.a17.0 61JOO 

a. Agr. Research 1,205 1,800 3,005 
b. Agr. Extension 625 1,420 2,o45 
c. Seed Improvement; 300 600 900 
d. Marktg. Development 350 350 

3. .A.gricultur~_l Cre<l;ii ...222 y,150 6,052 

4. A.gricul~ural Education _42.Q_ 650 l,12.Q. -
TOTAL 4,080 10,TIO 14,850 

=:m: :=ii I I I =z:a 

Foreign exchange costs, about 28% of total project coats, 
will be used for equipment, vehicles, out of country participant 
training, and technical assistance. Local currency will finance local 
currency costs such e.s local ate.ff salaries, in-country training and 
other operating expenses. 

It was determined that the relatively large proportion of local 
currency to be provided by Loan funds(approximately 56% of the Lonn 
a.mount) is necessary since the elements to be financed by the Loan 
are largely local in nature. The Mission does not o'WU sufficient 
local currency to carry out the program without the proposed Loan. 
Bolivia continues to face a po·tential ca.sh deficit in its annual 
budgets. The monetary impact of these potential deficits must be 
within acceptable bounds to avoid balance of payments and internal 
price pressures. · 

It is the conclusion of the Mission that directing the resources 
made available tmder·the Loan t.o the local currency needs of small 
farmers for import substitution crops and for the improvement of the 
agricultural sector in responding to the needs of the small farmer 
will maximize the contribution of the Loan to the growth and develop­
ment of the agricultural sector, and thus to national economic 
growth. 

3. Component BreakdoWl! 

The following table presents the project component breakdown 
by items: 
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(USf 000) - G013 
AID Loan Contribut. 

lLL JdL L/C Total 

a.. Equip & Materials 1,340 1,340 
b. Vehicles 675 675 
c. Salaries and Op.Exp. 4,350 4,350 
d .. Participant Training 1,000 1,000 
e. Tech. Assistance 565 565 
t. Construction & Eng. 1,370 1,370 
g. Loan Capital 500 3,500 1,000 5,000 
h. Seed Mu.ltip.Fund 200 200 
i. Feasibility Studies 2 0 100 0 

TOI'AL 4,080 5,120 5,650 14,850 
===============================~==== 

A. AID Loan - The AID loan will finance the cost of importing 
equipment materials and vehicles tei be used in the increase MACAG effort in 
the Agricultural Extension and Research programs and for the Banco Agr{cola 
and National Conmunity Development Service to support their efforts in im­
plementing the loan Project. The ],oan funds will also provide training 
costs for 32 long term participants and 211 short term course participants 
and technical assistance in the areas of research, eniffilll science, plar.t 
science, economics, extensio~ and administrative reform. Engineering and 
construction costs will be provided for the research and extension stations 

"' 

to improve their facili~ies. Also provided by the AID loan will be $4 million 
in loan capital for an agricultural production revolving credit loan fund 
for use by the small farmers. Finally the AID loan will provide $250,000 
for pre-feasibility studies in the area of processing and storage. 

B. GOB Contribution - The GOB will provide the additional 
salaries and operating expenses needed for the expanded services contemplated 
under the Pro,ject. This includes any salary increases to personnel ( exten­
sion, research, regional management) already working in the Project area plus 
new hires. Of trie $4,350,000 new expenditures, the MACAO general budget 
will absorb about $3.0 million. The balance will cover some NCDS costs, 
the BAB's expenses ln the credit activity and increased university costs. 
The Banco Agr{cola from its recently increased GOB capitalization commitment 
of $ 3 million will p::ovide ~ l millio~ to the credit fund. The GOB will al;:;q 
contribute $300,000 to processing of improved seed and for pre-feasibility 
studies. None of the GOB contribution shown elsewhere ns supporting th~ 
grant project is duplicated here. 

The net effect of the GOB contribution will be an addition 
of $4.6 millioi to their b•.:.C:r;et over the four years of the loan Project or 
$1.15 million peT year.This represents an increase of a little over lCJli in 
the 1974 budgets. 
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5, MAC/\G Budget Implications of ·Prcject 

The MACAG budget expenditures for 1971~ arc c::; timntC'd Lo ht' 

$blll5 f:'lillion and a.re expected tc reach $bl90 million in 19'('J in­
cluding the incremental requirement generated by this Loan of about 
$bl6 million (this figure excludes the credit component which will 
come through the public sector banking system consistent with mone­
tarJ.• stability) . The balance of the increase will be needed to 
meet increased costs, mostly salaries, of ongqing programs. The 
Mission estimates that beyond 1975 and through CY 1978 the MACAG 
budget will require annual inputs of about $b25 million to meet 
Project objectives and that thereafter annual inputs of $b20 million 
will be necessary to maintain the level of activity achieved under 
the Project. In addition, the Mission expects that the MACAG will 
need about a $b20 million annual increment to its budget through 
1979 to meet escalating costs cf its existing programs and that the 
additional increase necessary tc its budget t·:i undertake ne·,.; programs 
(not including the proposed Project) could reach $b60 million by 1979. 
Thus, by 1979, the Mission estimates that the MACAG budget will reach 
approximately $b350 million. 1'his result is set forth in the follow­
ing table. 

CY 

1975 
l~l76 
1977 
1978 
1979 

Notes: 

Base Year 
Budget 

190 
190 
190 
190 
190 

ESTIMATED Ili.ACAG BUDGET 
($b mil.lions) 

1975 - 1979 

GOB Natural 
Project Growth (a) 
Costs 

(16) -0-
24 20 
26 40 
26 ( ) 60 
20 \C 80 

Program 
·}rowth (b) Total 

-~--~ 

-0- 190 
10 234 
20 276 
40 316 
60 350 

(a) Hat·_ira.2- growth is the estim<-i.ted ir::::rease i:-1 costs for carrying 
cut the Mir:i::.try' .s existing programs. It inclu_de.o: increa:::ed cost::: 
of goods and 2ervice::: plus increased costc: e:.rising from a steady up­
grading of s~laries for profefsionals designed to attract and hold 
the '-:ual~_ fied "People essential to the lli8intenance and improverr.ent 
of onsoiae; i:r:::0rams. fa:tt ·.Jf this ;;rowth ir:cludes the ccst to the 
GOB whicrJ Gad he cpecifically inder.tified wi tr. r:ieeting the ccvenants 
on improved pr0f'essional nala.rie.s. This is expected to cost about 
$b20,000,0C~' (~,1,000,080) over the period ~976-1978 for implementation 
of the covenant on a national 1>as1.s. 
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(b) This is the estimated cv::>t to the GOB of cxpandinc; its proP,rruns 
over the period covered; the provision of improved services in ~rca.~; 
now served and the extension of new or expe.nded services into new 
areas. 

(c) This is an estimate of the cost to the MACAG after the Project 
is completed of ongoing support to the Project. It will include 
such items as maintenance of installations and equipment, ongoing 
operating costs and eventual replacement of equipment and materials. 
Oyer the later years it will grow along with the growth of the whol~ 
budget. 

The above result implies a growth i~ the MACAG budget of 
about 243 per annum during the disbursement period of the Project. 

In relationship to the :pro.:fected total GOB budget the MACAG budget 'WUl 
represent approximately 3.5% of total estimated expenditures during 
the disbursement period as compared to 3,33 in the base year 1975. 
Mission estimates that GOB revenues will grow at an average rate of 
about 18% per annun1 through 1979. (The revenue increase includes 
projections for increases in mineral, in gas, petroleum and agri-
cultural exports which should benefit from existing or presently 
planned investments in expa.nsion, exploration and exploitation over 
the next three years, and a~sumes that the present tax structure 
will be maintained throughout the 1975-79 period). Given the growth 
and the importance of the agriculture sector, the Missior.. is satisfied 
that the budget requirements of this Project are well within the 
GOB's financial capabilities,and that the Project should not be 
delayed during its implementatior. due to a lack of local resources 
to support the effort, and that the GOB will be able to provide the 
resources to maintain the Project's accomplishrr.ents. 

6. Justification for use of A.I.D. Loan terms 

As an eY"-porter of metals, petroleum aw: er,as, Bolivia's foreign 
exchange earni11gs increased by approximately US$32'.! million in 1974. 
However it appei:i.rs that Bcli via 1 s export, earnings will remain at 1974 
levels clux·inc 1975 for its m!:ijor exports ( value terms). On the 
other hand is expected that the terms of tra6e viill turn against 
Bolivia as in: port volume increases. »dl l tend t() t'.lrn the B/P' s cur­
rent account snrplus into ~ deficit for 1975. "'his would imply a 
continuing '.fealrness in the external economy of Pcliv 

The i·,'Jestment being undertaken in the petroleum and minin 
sectors ir. iq71; and 1975 would begin to bear fruit by 1976. This 
would impl) _ ~trengthening in the export capacity of the country. 
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Nevertheless, the allocation of this investment has weak linkages 
to the rest of the economy and 70"/o of the poulation will remain 
at re la ti ve ly low per capita incr ...,e levels. Bolivia 1 s per capita 
income level remains the second lowest in Latin America. 

Given the exceptional nature of Bolivia's foreign exchange 
earnings in 1974 it would not be in the country's development 
interests to finance a substantial part of its investment require­
ments during the financial planning period by extensive foreign 
borrowing on meditun or short-terms nor should the international 
financial agencies hence push the country tm{ard a.n excessive debt 
burden counter-p:-oductive to development. 

The Project in question is primarily of social and long-term 
development concern, of undoubted economic benefit but not immediate­
ly productive to the govern.rnent and hence fully appropriate for con­
cessional international financing at the terms indicated. 

F. Role of Women In ·gie Pro,t£tl 

Project activities have been specifically designed and will be 
further elAborated upon in the respective implementation plans required 
prior to initiation of disburst:ments in order to elicit the active 
particlpation of women and enhance their role in the economy as part 
of this Project. While there is only limited documentation on the 
precise nature of the role of women in the small farm sector, it is 
widely acknowledged that the housewife exercises an equal predominent 
role in family decisions concerning all significant marketing and 
bartering transactions, i.s responsible for management of the bulk of 
small scale domesti.c enterprises (milk, cheese, eggs, ducks, pigs, 
woven goods, etc.) and, has substantiaJ influence over the control 
and use of family savings which are generally in the nature of live­
stock. A current Mission funded study is underway by a local socio­
economic research O.tt!;anization to provtde further insights into these 
relations.Lips. 'l'he results of this study will provide guidai1ce to both 
-.. .. 1~ Mission and the GOB implementing agencies as to what specific program 
and. modalities of iL:Iplemerrtation will be most effective in utilizing 
the t"et~Jurc~s of rural women t.o achieve the objectives of the Projecto 

This Project has no fcq~.t:r.;s which would necessarily or specifically 
precl~ld•:~ the p :;:-t:l.cipstion of Bolivian women or restrict their access 
to Pro,iect re.:J::.'i\,i.r·,~es. Also the laws of Bolivia with respect to access 
to c•.: .. ·?c. 1 .;~ £1r··1 jw-:.ebted:1ess are not discriminatory on the basis of sex. 
In fa~tJ man~ t•wmen all·eal.y psrticipate in various credit programs and 
ha're bo~, owed monP.y for both :production and marketing i.nvestments. 
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There is no reason to suspect. the.t women, to the ~xtent that tttey 
fal.l within the prQI>Osed target clientele, will not have equal accesa 
to Project resources to the same extent and on the same term..q ~s men. 

Moreover, the Ministry of Rural Affairs and Agriculture end its 
related entities are equally sensitive to the importance of wooren in 
the rural econon:w -not only with respect to their social role in the 
family but as contributors to production, marketing and technological 
change- and fully endorses the effort to expand their role in tlle 
development a~tivit:tes directed at the rural sector. For exampl~, the 
NCDS conducts special courses in community development exclusi\fely 
for the sampesino, including training in community organization and 
leadership. 

In summary, with respect to the rural Bolivian context, without 
a significant part of the extension, training, demonstration and 
credit program being directed at the women of the Project target group, 
the success of this Project could be endangered. 



- 9C UNCLASSIFIED 

SECTION III - LOAN ,ADMINISTRATIQt{ 

A. Target D,ates 

l.. l!!Js!itcution of ID.~ toa,u _Ag,~~ 

No delays are foreseen in dra~lng and negotiating a loan agree• 
ment. It is expected to be signed within four months following loan 
authorization. 

2. Conditions Precedent 

It is anticipated that conditions pre~edent to initial disburse­
ment of the Loan will be satisfied within four months following the 
signature of the loan agreement. All conditions precedent should be 
met within -ix months f'rom the signing of the agreement. 

3 .: . Disbursement Period 

The Project Commit tee beli.eve s that the proposed A. I. D. loan 
cannot be effectively disbursed within a three year period and recom­
ments approval of a four year disbursement period. This judgement 
is based on considerations :i.nvolving construction lead times, credit 
distribution capacity and an _ _adeauate neriod of oro.1ect oner:~tion for 
effective institutionaliz~tion of effective planninr and de-
1 ivery sy_s tents 1 -----------

The MACAG in beginning from an extremely low human 
resource base in terms Of numbers and training of the exist­
ing staffs for research, extension, and sector planning. A 
four year period will be required in order to adequately train 
these personnel, and provide them with sufficient on the job 
experience at their new training levels, without disrupting 
the ongoing functions 'Jf th~i:r respective organization'_. In 
addition, four years will be necessary to carry out the program 
for constru~tion of three regional service centers, aa M~~AG ia 
not yet familiar with AID procurement and construction proce­
dures, and its staff will require a longer period to learn 
to handle the8e. procedu:-f's. Shortly after loan signature, wor/f 
can be scarted on advertising, selection and contracting for . 
c o n s t r u c. t i o n f i rm a • A 11 t h i a w 111 t a k e we 1. 1 o v e r a y ,. 1J r • p tJ u 11 I f, l 
as long as seventeen months after Loan signing. Actunl con­
struction and equipping will take ebout twenty months. Kven lf 
all these actions are telescoped and accelerated the full impact 
of th~ >SC's will not be felt for at least thirty months. 

0,. ;_;:e ~nRiEi of th'? a.ltcady exist:ing organizations, on­
boar~ stE: ~ 1nd 0s1ng ~!rEgdy existing technological packages, 
1 t i s p l 'l r1 " · :1 t · · s t u "· t: p 1.1 t r. i n g c t' e d i t in t o the hand s o f e o me of 
the target ~rcup in thl :~r~t year of the project. But again 
th2 full impact j: thia f'LOj1~ct, in terms of expanded availa-
b i 1 it y , w i 11 <.'.' ·.1.'!. )7 b ·~ [. i,: to b ~!.o: felt in the 
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third year. Similnrily, while lre expect an early impact from etl.ucatlon 
and training, as well as from rt~forms and improvements in the 1ocal BAB 
offices, the impact on the f~rmer will be slow in appearing. (For 
greater detail on the phasing of the Project, see Graph l, page 92·.) 

Obviously, we expect the evaluation of this Project to be a 
dynamic process continuing through and beyond the life of the Project. 
But, to get full value f'rom the evaluation process, the Project COmmittee 
believes that at lea&t four years experience with the Project is needed. 
Consequently, we wish to see th~ Project in all its other phases continue 
at least one full yea.r after tr1t~ constr.uction and equipping phase is 
completed. 

4. Surnmar,y 

The following plafi provides a summary of the major actions and 
their timing which must take place if the A.I.D. i~~n funds are to be 
disbursed as programmed. 

A c t i o n -------
1. Loan Authorizat~on 
2. USAID/GOB Loan Negotiation 
3. Sign Loar. /greemcnt and Issue 

Implemect3tion Letter # 1 
4. Pl9.nning and Orguniza.tional Activities 

Related to Meeting Initial Bet of 
C'onditions Precedent (including develop­
ment of an agriru .. lture sector budget, 
agreements among the MACAG and other 
participating entiti~s, a Supreme Decree 
establishing the credit fund, &nd eu-
di ting system.) 

5. Develor P~~T of Froj~ct 
6. Condition~ Precedent to Initial Dis­

bursement l·1et 

8. ')tiv•r C''". r.rJ.i tio1~: i'rc::cedent Met 
9. Annual Ev&luntion 

10. Final D1.[bursem2nt 

:rarget pat.~ 

December 1974 
1''eb-March 1975 

Ap:ril 1975 
May-August 1975 

July 1975 

At~ust 1975(A) 
(A) + 1 month 
October 1975 
(A) + 12 anu 21~ 
and 36 months. 
(A) + 48 months 
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B. Disbursement Procedures 

No deviation :from A.I.D. established disbursement procedures is 
anticipated. Materials and equipment procured in the United States or 
other A.I.D. Geographic Code 941 countries and any foreign exchange 
costs of engineering, construction, and technical assistance contranta 
will be paid through A.I.D.'s standard letter of commitment/letter of 
credit procedure. Requests to open letters of commitment will contain 
appropirate certification that the items listed are required for the 
project and are eligible for financing under the Loan. Disbursement 
for approved local ~urrency costs, including local engineering and 
construction contracts when appro1>riate, will be made from a U.So 
Government mmed RDO account held in the Central Bank of Bolivia. 

c. Procuremep~ P,roced~!l 

Goods and services 1-- :>cured under the Loan shall have both their 
source and origin in countries included in Code 941 of the A. LD. Ge'o­
graphic Code Book or in Bolivia and procureme!1t will be made iri ac­
cordance with standard A.I.D. procedures contained in Manual Orders 
1441.1, 1441.2, and 1441.3 1 Implementation Letters and 6ttachments, etc. 
Appropriate reports will be requb·ed from the MACAG concerning complial'lce 
with procurement requirements such as source and o::igin, 50/50 ship-ptng, 
reasonable price, etc. 

Specifications for procurement and invitations for bid (IFB) will 
be prepared by the MAC.AG and will be reviewed by the USAID Engineering 
and Transportation Divis1on and the Capital Development Office. 

D. USAID l10JJ.!..t.9..ring Respondbilities 

Monitoring will be exercised by a Mission Project Committee whose 
members wiU have the following responsibilities: 

~ . Tlw Jl ..... i rrary monitortng task will reside with the Project Mant\ger 
·,fr10 would Li·: "rnenber of the Mission Rural Development Division (RDD). 
r!:t~ principal responsibilities will include receiving, reviewing, anti 
takirJ.6 apprc·pri.ate acti'1n on an doc\.Ullentation relevant to the Project; 
mainta:ning rontact w!tli the MACAG Project officials; monitoring work 
rrogre;:-s: JJ.nd subm:i.ttil1f; the monthly Project progress report. 

,::. The Mhsion Engir.iee:d.ng and Transportation Division (ETD) 
represc·1tat:v-:: w.ill review all procurement lists, plans and specificit;­
t~_or":, rr·' I'?TJ 1 s end per:l.odicall.y will inspect construction progress. 
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3. 'l'he Mission's Of'f'i<'e of Capital Developnent (CAP) representative 
will have responsib~~l'!.ty for ensuring that provisions of the A.I.D. Loan 
Agreement and Implementation Letters are met as well as reviewing, along 
with ETD1 all IFB 1 s. 

4. '!'he Mission 1 s Office of the Cont.roller (CON) representative Will 
review all disbursement/reimbursement requests for conform..ity with A.I.D. 
regulations and will ensure t.hat adequate financ:l.al control methods ore 
followed by the MACAG. 

E. Reports 

The submission of the following reports would be required of the 
MP.CAG: 

1. Au an.m:::l aud:i.t report, prepared by an independent auditor ac~ 
ceptable to the l'-!ission, vrill be submitted yearly to USAID/Bolivia. 

2. Shippin,; reports will be submitted to USAID/Bolivia on a quarterly 
basis. 

3. A monthly progress report may be required which would be developed 
by the USAID Project Manager and the MACAG for submission to the CAP Office. 

4. Progress reports Yill be presenter'!. to USAID/Bolivia on a quarterly 
basis. 

5. Other repor+-s such as progre:.;s reports from consultants and tech­
nical assistance adyisors may be required. 

While some ,,: the ':'bo·1~ reports have standard formats, others must 
be tie signed t;) t!:fo f .co~ ect.. In the latter case, Implementation Letters 
will be :J....;e~ tc, ~·pecif'y the content and format. 

The Lca:i prc\ject anrl rwer!9.ll program will be evaluated annuall,y starting 
api;,..cxi.mat.ely or:~ y1~a:c from the date that th('! initial conditionr precedent 
cl!'c met. ~ ·'.'.";:5Te.3s will be ~..::ensurec. again t:.e indicators at the p:-ogram 
goal, yut'pcse, a•·A out.put levels as containe1 in the Project Logical 
Framtwork ( f. C•? ·Aririex v r). 

A"- ai".~·iculr:. !/\! pr•)duction ~conc::iics advisoc will assist in 
•:kvel::ipirg inm,r-~· .. ·tp1-1 C coefficient!'. relevant to the variou9 techno~ 

logi~s ~rnlicabLe to crcps in the target area. Additionally, an 
: n: e'. ~<:>\« , ·;-.rt..· ·;1: .!. ~e •.ndertaken to obtain specific data on 

-. 
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the type and level of t (!Chn0logy as well as aggregate production 
and input utilizativn esti~ates. Such monitoring will be 
assisted by various extension research and NCDS agents and other 
MACAG functions within the project area. 

G. Conditions and. Cov·P.nants 

In addition to the standa::-d conditions and covenants associateii 
with A.I.D. lending, the Loan Agreement should include the following: 

1. Conditjons 

a. Prior to tlv' first disbursement or the issuance of any 
commitment docUlfd!lllts under the Loan, the Borrower shall submit to A. I.D., 
in form and Eubstance satisfactory to A.I.D.: 

(i) evidence of a budgetary plan which, during the lif~ of 
the Project, increases the agriculture sector bud£et to levels adequate 
to provide for salary ~ncreases of existing personnel, hiring of new 
personnel, A.I.D. program counterpa1~t requiremen'.:.s, program operations, 
and larger alloc&tions to field activities of direct benefit to sm8ll 
farmers; 

(ii) evidence of agreements between the MACAG and the 
decentralizect public irisititutions, tncl 1lding the NCDS and BAB, aad 
the Universitie:; in Cochabamba and Santa Cruz which set forth their 
respective r0li::s, respcnsibilities, and contributions to the Project; 

(iii) evidence of a Supreme Decree establishing a separate 
supervised credit fund ~.thin the BAB for the benefit of the small 
farmerR of the Pro~eLt area, and 

(iv) r.:>v.icience of the design and establishment of en adequate 
system cf ac::: 1:unting. budgeting, and audi.ting procedures within the MACAG. 

h, ,y1_(r to er:, rlisbursement or issuance of any corrunitment docu-
f.K\•.t .'> un2.er · .. e Loen for any purpose other than to finance consulting 
t~ng~ :leering} aesign, 0)~ technical ~ssistance services, the Borrower shall 
su't.1mit, t•-' !< > L D., ia fc·rm ar.d substance satisfactory to A. I. D.: 

\.e.:;. <i 

:ri tr: r1 ~~ pric~i . 

. r·- ,- , ~ tiree-phar0· imrle~e~~~tio~ ~l~~ 

fc-r tr:e Pro,ject showing intE;rr<.:!la.tiun::;hif1 
-:o c tiler compc;nents :ind 3.c-...i vi tie:::; 

. ·~ ~ .. :r:e-phased implementation-evaluation 
· · , · c · :: · · i "ii ty - f the: Pro Lie ct complementary to 

~.·,la;.ei;; above; 
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\iii) e\-~. ience of n ·.::une-p:inset.l plan to reorgru1izc and 
strengthe!l agriculture sector p·.~blic sel"vices which is designed to 
eliminate duplicative ef'fcrt:-: cird imprcve opcratlsnal efficiency; 

( evidencr.: of a '.;iwe-phased training plan for upgrading 
the professional and technical capabilities of Project related MACAG 
personnel and facu.lty ~;embers of the agricultural schools of ~he Univer .. 
si ties in Cochabamba BJi 1 SE1.rrta Cruz; 

( \'' evidence of a time-phased pla.n for increasing the 
salaries for prc.fessio::- "'.l snd technical perscm.el in the MACAG and the agricul· 
tural facul t 1 es at the ::.1:i-.·ersi ties n"' t:'cchabamba and Santa Cruz to levels 
substantil::i · :r c(: ",'.-,eti tj .'(: ~---j '.t the private job :n<'lrk'.:'ts by December 31, 1977; 

(vi) ev ldence cf a time-phased i:;lnn. to develop 11 system 
to analyze, on a continuing 1.)asis, the various policies (pricinr;, tn.xn'tlon, 
etc.) which affe,~t agr~ cultural prodnction; and 

(vii) a descri:_rtic;. nt' the procedures a.ud any necessary 
legal action Lhat Borro,~·e:' w:;. - ·u.r.dertake to make effective the standard 
provisions of Section it.05 of r::os'c Loan Agreements, and similar provisions 
for any grant project ~green,ent associated with this loan. 

2. C•:-ve'1ants 

;..:;::cept as ; .• I.:J. :r,a;y c~her"Wise agree in writing, the Borrower 
shal::.. covena.'1 t: 

III, u, l, ··) \. 
and t.hat thc"e 
,; , J: , l). 1013_ .• 

~!~c·r,,:-.1ser! ~ulh<1''.\l sectcr bttdget required by 
o.t:.ve: will be i~rovicled at the levels indicated therein 

• re ls will ":"'· ml.intained a:'ter the termination of the 

t:·, 
f- es-s~trc1 : e.:j\~~ 

i::e at t~-tchr;d -

":;\J pr:..:';.J.cit: r le~i.:.ste F+,aff an6 S'J.Pf~rt on a timely basiR 
tr:e .'.'.ACAC;' s Agricultural ;)tai:,isti~s and Pla!1ninc Offices, 

Ej ~,;-, ::.:n-ic ,;;&, and Adi.tit .Sducation Units whicL will 

equiva~-:nt ~c 

' '. 

~·-: '· '. :. c 1::::·r, , Leri-· c:e c f'nter 3: 

: : 
;~ .... .., . ~r.t·:.>::'P~t r&~.:.es charr_:-eci -::.' any 2;.,1.b-borruwu· wlll 

;..-r s'_:ch ather rate as th: Borrower a.:id A.J.J;, may 

Nai:~·~:· __ '.~,,: l:2wly c:;:eated cr-=:dit fund for small 
"':~t..:rrr,t:ir~ i. 
€:c.Lajicro] €"r1t 

!UE.;. 

~ l •\4 Pc :, cu-eu. . ..:. '.:' ~~ a.r;.ou.f''t equal tc the peso boliviar:.o 
-f· tl·" -1..:~:l.~ ·'., ·11~'.;.J~;-sed t:> !:tK .::brro1\·c:>r byA.I • .U. for the 
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( v) that funds will be made available to the newly created 
credit fund, on a timely basis, to fund any shortage that may occur 
in carrying out the Project; 

. (vi) that all plans and descriptions referred to under 111, 
c, 1, b above will be executed according to the provisions contained 
therein; 

(vii) to review the progress of' the Project annually with 
A.I.D. utilizing the logical framework developed as well as other plans. 

The budget amounts necessary to fulf'ill the GOB commitments, des!. 
cribed in the V!l.rious conditions precedent and warranties innumerated 
above, will be given in the Project Description Annex of' the loan 
Agreement. 
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Development Assistance Funds ("Food and Nutrition") 
Agricultural Sector 

Pursuant to the authority vested in the Assistant Administrator for Latin 
America by the Foreign Assistance A<:t of 1961, as amended, and the delega­
tions of authority issued thereunder, I hereby authorize the establish­
ment of a loan ("Loan"), pursuant to Part I, Chapter 1 of said Act to 
the Government of Bolivia ("Borrower") of not to exceed nine million two 
hundred thousand United States Dollars ($9,200,000) to assist the Borrower 
in financing the United States dollur and local currency costs of an agri­
cultural development program for Bolivian small farmers in selected geo­
graphic regions. 

1. Interest and Terms of Repayment 

Borrower shall repay the Loan to A.I.D. in United States dollars within 
forty (40) yeBrs from the date of the first disbursement under the Loan, 
including a grace period of not to exceed ten (10) years. Borrower shall 
pay to A.I.D. in United States dollars on the outstanding balance of the 
Loan interest at the rate of two percent (23) per annum during the grace 
period and three percent (3~) per annum therea~er. 

2. Other Terms and Conditions 

(a) Goods, services {except for ocean shipping) and marine insurance 
financed under the Loan shall have their source and origin in Bolivia and 
countries included in Code ·941 of the A.I.D. Geographic Code Book. Marine 
insurance may be financed under the Loan only if ;_t is obtained on a compe­
titive basis and any claims thereunder are pay&· .... 2 in freely convertible 
currencies. Ocean ship~ing ~inanced under the loan shall be procured in 
any country included in A.I.D. Geographic CodP. 94l. 

(b) United States dollars util:Lzed under the Loan to finance local 
currency costs shall be made available pursuant to procedures satisfactory 
to A.I.D. 

(c) Prior to the first disbursement or tbe issuance of any commitment 
d0ct:nents under the Loan, Borrower shall submit to A.I.D., in form and 
substance satisfact~ry to A.I.D.: 

l 
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( 1) t'''iden~e of n budgetary plBn which, during the life 

of the Proj(Jct, in1;rea~·e:::. the H L~•llture sec tor l'udgC't to levels adequate · 
to provide for s8.laqr increases of exi1.:1ting pe.,.sonnel, hiring of new per­
sonnel, A.I.D. program c01ur\Prpa1·t requirements, program operations, and 
larger allocations t.o ffeJ.d activities of direct benefit to small farmers; · 

( li) evid1:,.-1ce of agreements between the MACAG and the 
decentralized public in~ti0utions, including the NCDS end BAB, and the 
Universities in CoC'habamba and Sant1.:1 Cruz which set forth their respective 
roles, responsibilities, and contributions to the Project; 

(iii) evidence of a Supreme Decree establishing a separate 
supervised credit fund within the BAB for the benefit of the small farmers 
of the Project area; and 

(iv) evidence of the design and establishment of Hn adequate 
system of accow1ting1 budgeting, and auditing procedures within the MACAG. 

'( d) Prior to an~,r disbursement or issuance of any commitment docu­
ments under the Loan for any purpose other than to finance consulting 
enginnering, design, '.Jr technical assistance services, the Borrower shall 
submit to A.I.D., in form and substance satisfactory to A.I.D.: 

(i) evidence of a time-phaGed implementation plan (e.g. 
a PERT or Critical Path) for the Project showing interrelationship with 
and priority relative to other components and activities; 

(ii) ev~.u.e".:.ce of a time-phased inip!~ntation-evaluation 
plan for each compone:1':. or activity df the Project complementary to the 
Project plan in 2.(d) (i) immediately above; 

( Uj) evidence of a time-phased plan to reorganize and 
'tr-en.gthen ag1·iculturc Gector public services which is designed to 
0J.lminate du·p~ lcative •.fforts and improve operational efficiency; 

( i •1) evidi:-r.(•e of a time-phased training plan for upgrati in.g 
t.li • cn:,f(•f:3Lit""ll ai:d t·.~.::n~1ical ::apabilities of Project related MACAG 
')Cr ;on•Hd an,i -~9cul ~:y members of the agricultural schools of the Univer­
sities in Cochabamba ''· . ;";at:ta Cr·.z; and 

( .. ) e,:'.i:.!nCf. cf..:. time-phased plan to de•telop 0 ·;y::t.em 
tc hnal~i'.~e 1 01: '.': cent::._,.•! ar:,; ·!)1rni;;, the VP.rious policies (pricing, t.c;.xation, 
0tc.) whir", £,ff€, '13,~; ~· ·:,::~:..raJ. p1·uductlon. 
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(e) Except as A.I.D. may otherwise agree ln writing, the 
Borrower shall covenan~: 

(i) that the increased agricultural sector budget required 
by 2. (c) (i) above will be provided at the levels indicated therein and 
that those levels will be maintained after the termination of the A.I.D. 
loan; 

(11) to provide adequate staff and support on a timely 
basis to, ~nter,alia, the MACAG•s Agricultural Statistics and Plannine 
Offices, Research and 'Extension Services, and Adult Education Units which 
will be attached to agricuotural service centers; 

(iii) to maintain the newly created credit fund for 
small farmers in the Froject area at an amount equal to the peso boliviano 
equivalent of the dollars ~isbursed to the Borrower by A.I.D. for the f'und; 

(iv) that funds will be made available to the newly 
created credit fund, on a timely basis, to fund any shortage that may occur 
in carrying out the Project; 

(v) that all plans and descriptions referred to under 
2.(d) above will be executed according to the provisions contained tterein; 

and 
(vi) to review the progress of the Project annually with 

A.I.D. utilizing the logical framework develope~ as well as other plans. 

( f) The Loan shall be subject to such other terms and condi ~ 
tions a~ A.I.D. may deem acvisable. 
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,January 10, 1975 

Attached for your review are ANNEXES for loan mrthorizatio-n 
of a loan to the GoveI'n!11ent of Bolivia in an amount not to exceed 
nine million two hundred thousand dollars ($9,200,000) t-0 assist 
in the financing of the United States dollar and local currency 
costs 9f an agricultu1'11 development program for Bolivian small 
£armers in selected geographic regions. 

No meeting is scheduled. 
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CERTIFICATION PURSUANT TO SEC'J.1ION f)ll~} OF 'l"HE 

FOREIGN ASSISTJt!!9E_J.\~)-:1_ AS .AMEND~.,£ 

I, John R. Oleson, the p:rinciI,Jal officer of the Agency fo1' 
International Development in Bolivia, having taken into account 
among othel.· factors the maintenance and utilization of projects 
in Bolivia previously financed or assisted by the United States, 
do hereby certify that in my judgment Bolivia has both the 
financial capability and human resom-ces capability to effectively 
maintain and utilize the capital ar.rnistance pro.ie:ct: BASIC FOODS 
PRODUCTION. 

~ ~.f{ tl£1(J?J{__ 
John I\. Oleson 
DirGctor USAID/Bolivia 
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senor 
John R .. O~ 
Director de USAIO/B .. 
Presente. 

LB Paz 11 dicieKrbre 10, 1974 .. 

Cits: um~·-OF.~JCIJ\ m: Ol>JmACIONES N4J 'j H ~i ~~ 

Tensmos a bien dirigirnos a OO"bsd can el objeto haeerle 00110'c.~ 
las necesidades de f immciamiento q-ua requer:tmos para oontinuJU: 
mentando el desarrollo agropecuario de nuestro pa.is, en a la illj~ 
ci& de una politica oredi.ticiv. orien~ a la produe.cl& prodtlatas""' 
alirrenticioo ~ioos por pa.rte de p:;quenos agricul tores vali~~ 
~SIOO ejecutor exismnte en el :aanoo Otmtrnl El0livil1, la Oficixul 
~ca del F.R.A.,, d..~ente de TI'113fjttta Divisie'.in de f>oo-O.!"".C"Ollo .. 

O':>mo ea de au oonoc:lmie-nto, cl &'<tor agropcc.."Uilrio cucnta con el ~ 
rt'tf:iyOr potsncial ~ mcumos naturaloo ool pa:ts, pero el B"P~1En:t~to 
&a estoo recurses para inoorporarlos a la prcducci&f :r~qu;tere C't® 1.u 
ci& c::onplementa:ria y dii1m1U.zadara de capi tales f intmeieroo y t~ioo -
agrlcola, de tal mane.ra qua oonjunci0i1Bdoo estos far:to~ en form:n octlAJJ 
rente, penn:i tan el desarrollo aoolerBdo este sectc'r de :ri1ieutt"a vid£t~~ 
ecanl5mica y oonsiguientemmrte elevaci& del ni.vel de vi& oo la 
mayorfa de la poblaci& boli viana .. 

Por otra r-arte se ha oarprobado que si bien can loo ~ en 
ejecuci&-1, loa agricultores grandes y de tipo w.presarial, eat:Sn loqmtl= 
do satisfactorios resultadoo en sus e..'l(plot:aciones, el peqv.aOO acjricultor 
o c.an~ino rec!~ est.Ji o::mprendier.do y utilizando ex:f.tooaiuente la ayu.da 
financiera de los p:ci!!stmros bmicanos, para aumentar la pro~.i& y l.dgrar 
un mejor eetado ecanl5mioo para si y aus fmnilia.reEJ. Este tllt:tzro estrato 
hunano de :a aqricultu.xa, ha ~cUdo con decisie)r1 a la iniciativa del 
Gobierno, para int.n."efi'll2ntar sus rubroo produccie>n agrfoola, J:eq"Uir.fi}~ 
se ahora que se ma:t:el."ialim of ext.a creditor; en oondtcionea r21~""" 
bles. 

De acuerdo a loo infm.'ines que se tum claborado oporturv:m-entc y quo'' -
son de su CCinOC:imiento, a las eva.luacionss hechas por funcionari.os de la 
oficina a su dlgno caJ;gO; puede af:h::marse que la experi~ia cerca de 
tres afios de labor inint:en:umpida dlel Banoo Central de Bolivia, a tr~ 
de su p:rograma del Fondo de Ref1nanciam1ento Agrfcola -P\RoAo= se hml • 

i 
I' 
'' .. 

I ~ 
I 
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terminado loa cnmpor ... de operaci6n pracU.ca de los recuroos de capital del 
primer progr.:unn. lleg&l.dose a la conclusion de que no cubren la creciente 
demanda de p~tar1Y is del o~tor y princ..i.palrnente del eatrato de p~3 
agricultorea o can1 £le9inos ~ 

De otro lado , nuestro pafs ee encuer.tra conf ror.tando probleYURB cvda 
vez rr~ agudos, e nergenteE de la esca.sez cl.e articulos basicos en la al:f.~ 
mentaci& del pur.blo y me..:.erias priJna.s pr".ll'.'a su industria purliP.ndo aer roo 
dos ellos producidos en el terri torio nacional a Este proble!na cr~oos Cj'UB 
t>uede supe.rarse median ce una acci6n coordinad.a con las aut.orid&'Jes (?: irriF 
tl.tuciones de fcrranto agrfoola, en base a lo. ejecucian de planes ad~am.doo 
de crf!ditos refinancia.dos, po:niendo especiaJ_ &fa.sis en inoorporar en ~te 
trabajo a los pequ'9fios cqricultores, qt..'€ por sus 1;:ocas disponi.l:Jilidl'}.dOOu "" 
~ inpedidoo de formar parte del sector product1vo d""l pl!fs., 

El Gobierno ha esta.blecido cx:i'l10 meta principtl , logrox con los esft'>nr 
zos de todos lJ.Js pro::1uctores, grandes , ntedianos y p?£flle.fios , una proouoei63-. 
nacional de aJ.llr:entoo b$.sicos suf iciente para cubrir la ~v-ecie.11te dSXE\!W~ 
efectiva de estos productoa sin tener que :recurri:r a nu~vos y rro!a vltoo ni 
veles de importacitm, Sino por el c:cntrario lMJlteniendo est,oo en m.!S n.:tve= 
les actuales. Para ello se hace necesario dar facilidades credi.t.ieias a = 

tOO.OS los productores del pafs, incluyendo a pequP..i'ios agricultoi-es lea que 
hasta el memento, poco se rum brmeficiado con estari facili&<ll'IB,, EB pm: = 

esto que ~1 Banco Central dP BoLi.v:La CX'.in.sidera CfUJe el rnecanil£'11D del Fortclo 
de Refinanciamiento AgrLola de.he cu.brlr exclusivarriente los requer:lxme.ntos 
de credito de las pe:.;iuefios agricultores,, El Ba110:> Central tc.wara la.a ~ 
did.as necesari.as para a.segurar que las necesidades crad.tticiaB de lo,,'j pr<>= 
ductores rredianos ·· grandes sean at.Endidas por la banca pd.Herl.a y CYeJ1iiereia1, 

Es en vista de loo anteriores antecec1entes, que nos parmitilTcs solici= 
tar a usted 1 se di.gne trami tar c.mte el Gobierr10 de Est.ados Un.ides de Norte 
P..rnerica, lD. conoesi6n de wl credi..to de fci!ll-2nto, que te:P.dr'fa tentativmr&nte 
las siguientes car.acte.rfaticas: 

M::JN'ID~ 

INTER.ES: 
PLA?,O: 
OBJEro: 

Sus. B.000~000.~~0• 
2% anual sabre saldcs insolutos 
40 afios -10 primeros afioe de gr~;eia. 
Concesi6.11 de cr&ii tos a los aqricul tore.B 
:para mrud.mizru: la produocioo de a11lllentoo 
basicos ~iguie:ntes: 

Cereales: trigo, mafz 1 arroz, quj.noa1 
Sen.illas Oleaqinosas: Soya, Manf; 
'l~culos: ~_s, Prot..einas ani.mtles g 

lecherfa, porciooa, c.a:rne y huervoo de 
ave.a .. 

ou/// 
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Aporte del Gobiemo di! Bolivia: 

1 .. 0 millones aporte del Gobier­
no 6.a 13olivia 

1 .. 0 m:f.llooos 1\pO(:te del Gobier­
no de Bolivia 

1.0 millones Aporte del Gobier­
no es Bolivia: 
a. 0&25 

b. 0.,75 
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Destina de Pcau:sos 
~.~=~~~ 

Proqramas de p:roducct6n anuru. 
C\.111 t!nfa.'3is en pr&tarnos a pe­
quefios agricul tor&' o ccnpesi­
noo orga:nJzadoa en oooperativru~ 
agrfoolas con sttJ.tus legal defi. 
nido y nivel oo deaf#'aollo ade= 
ciJe.do para ser c:o:ns~~radt'.>13 cc:mo 
sujetos d~ cr.editoo 

1.~~~~cr~n.00 de a.l.J'ii&oeMJ11ienb:>, ,~ 
tJ:ansportE~ y CYJ.Tl?xciilizar.Ji& 
adecuadas, parn garanti2:ar al w 

agricultor precios jU.$t.ofs y f c:,.., 
c..tl venta de sue pr<'Jl:'!1;10C;101 

Capital de Trabajo ~,,xclWliva:rnen 
OOo = 
Obras de :i.nfraestruct."ill:·a~ Inoor 
ponK:ion de. nu"~\n1s t.ierras a l;3-
p.roduccit)r1. 

Fquipo y ma.quinaria agrfcola pa·~ 
ra produoci6n. 

Estudioo vo.rios, oomerciu.liza 
cioo y produccien .. 

Uso flexible para cr~tos de re 
f uer7..o en I tens donde hay a mayor 
presi&. 

Como el objetivo fundamental ..:tel programa es la de aumentar la produc: 
ci6n, en forma. o::a'ltinua y as~te, las recuperaci.0!1.eS se destinar:l'.anli' eil 
lo posiblef a ~s de produccj.& anual a pequeOOs agrtcul:tores., 
(Item N° 1°) o 
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Se utilizara el miamo :rreo:mismo del ant:P_rior Canvenio AeI.D .. N° ... 
511-Ir-042 - Fondo de Refirumciamiento Agr:ioola, ~P.R.A .. - d;:il Banco Cen­
tral de Bolivia, en vista que exiate cxperiencia, buena orientac:l& y -
capad.&d para amali~r loo creditos al nec'oor &~ peqt-~ a;gricultorea .. 
El rrecanimro tlkx1ioo del F eRoAo, hill !lido ax.amiJlll.dO por dist1ntoo Cl\f.al\UF 
dores, que lo encuentran capacitado para oontinurur oon eate b:abajo~ bi:lF· 
jo noxmae reviaadas y adicionaleslj> 

A fin de garantizar que el macMiiamo :IJ\lfJlleSto para el roo.nejo ~l F., 
R.A .. continue sie.ndo adeC'WSito, de 1'::.mtln acuerdo con personeroo de au ofi­
c.ina, heros implement.ado una serie <i~ mecUdas terniientes al logro d.e una 
mayor eficiencla en b~ficlo del 1:i:rc9rarria,, Bsta1; mooidas til'!r~~1 Binttlti 
zarse en los siguientQ'li pvntos: ,. w-

- Planificaci6n 1nterinstituciorw1 prff<rJ.as a la.r: (.:ampana.s de producci& .... 
de loo diferentes rubros aq.r!rola.s" 

~ Refuru:~;O de la Divisi6n de Desar:mllo mediante incorporac.16.n de 
grafos econcrnista.s oon destino e:KClusi vo al Prc·grama F. R"A. 

- Gestionss ant:e (i:l St~ Gobierino para la implantaci& de un fa~ 6~ 
peclal para ln ~tizaci6n del pr~1;Jnn A. :r.,.n, or:tgw...al y dal m .. 1..t§iilO "" 

~.stsmo en etll'SO di3 ;eeti& .. 

- Standar1zaci'3.n de f~ios para el prooesamie-rrt:o de- solid.tud.es da -
:t"'efi11anciawiento ~l Sistema Bancazfo NacionaL 

- Plazos m!riJJTIO.:t J?.."lra el p.t'OC'..esamiento y calificaci& de oolici.tudes d,e = 
ref inanciomientoo 

- Irnplerentaci& de nuevas egenc.ias e:n. el Int.P....r1or del pafs y ref.uerzo de 
las existentes., 

En espera de conocer su valio-3a opini&, scbre el presente plant.emie!! 
to scbre el asunto de refe.renc.ia, rei tere.'.lTOs a usted las seg-1.lridades de nuis 
tra idaaci& m!s dist.inguida, 



Mr. .John R. Oleson 
IH l'«~l' tor 
llSA.11 l /Bo I :l v .ln. 
Lu L'uz 
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La Paz, December 10, 1974 

We are addressing you so as to inform you of' the financial needs 
which we require to continue expanding our country's agricultural 
development based on the implementation of a credit policy oriented 
toward production of basic food products by small farmers using the 
administrative mechanism which already exists in tt.e Central Bank 
of Bolivia, the Technical Office of the FRA, a part of our Develop­
ment Division. 

As you are aware, the agricultural sector has the greatest potential 
of natural resources in the country, but the exploitation of these 
resources, to bring them into production, requires the complementary 
and acti va tine: action 9f financial capital nnd ar,ri eu I t11ra:1 technol 011y 

in :rnch n wny tha.t combining these fa.ctorB in a col1erc·nt m!J.nrH:r m11y 
perrnll Ll;c• accelerated develop.'!1ent of this r.ectr•r <if ou1· econumle l1 re! 

and eon:;equcmtly raise the living oto.ndurd::: of' l.lw 1~r(~flt mu,jorl Ly id' 
the Ho U v inn population. 

On the other hand, it has been shown that while the larger fo.rmcr::; 
and farm enterprises are achieving satisfactory re~ult: in their opera~ 
tions, based on current programs, the small fartner or peasant only 
recently has 1.:irtderstood and used successfully the financial assistance 
of bank loans in order to increase production and achieve a higher 
economic star:dard for himself anr. his family. This la-tter level of 
agricultural people ·has responded decisively to tl1e Government's 
urgings to increase their various kinds of agricultural production 
which now requires the assurance of credit on reasonable terms. 

In accordance with reports which have been timely preps.red, a...1d with 
which ye are familiar, and with evaluations prepared by officers o~ 
your organization, it can be stated that tlle experience ga.inr:d from 
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three years work by the Central Bank, th.rough its program of the 
Fund for Agricultural Refinanc:lng (FRA), has determined the areas 
of practir::al operation of the :f'irst program, leading to the con­
clusion that it does not cover the increasing demand for credit to 
the sector and principally at the small farmer and campesino level. 

Moreover, out country finds itself confronting even more acute 
problems which arise from the scarcity of basic items in its peoples 
d~et and of raw materials for its country, all of which could be 
produced within the country. We believe we can overcome this problem 
by coordinated action from the agricultural development authorities 
and institutions, based on implementation of adequate credit refinancing 
plans putting special emphasis on incorporating into this effort the 
small fanners, who because of their limited resources are prevented 
from becoming part of the production sector of the country. 

The GoveITlffient has established as a principal goal to achieve, through 
the effort of all producers, large, medirnn and small a level of na­
tional production of basic foodstuffs sufficient to meet the increas­
ing effective demand for these products without having to resort to 
new and higher levels of imports, but rather holding them at their 
present levels. To this end it is necessary to provide credit faci­
lities to all the country's producers, including the small farrnerc 
who until now have little benefitted from these facilitie~. ror 
this reason} the Central Bank considers that the mechnnir;m of the 
Fund ror A[';ricu.ltural Refinancine should cover exclusively the re­
quirement~ of the small farmers. The Central Bank will taY.e the ne­
cessary rr:easures to assure that the credit requirements of the larc;e 
and meditm1 producers are taken care of by the private and commercial 
banking Sj'Stem. 

In view of the aboYe, we request that you undertarl.e proceeclingo with 
the Government ·:if the United States for the granting of a developn.ent 
loan whicl~ would have, tentatively, the following characteristics: 

INTEREST: 

TERM: 

US$ 8,000,000 

2% on the outstanding balance: 

l+o years, 10 year grace period. 
Provision of credit to farmers to maximize 
the production of the following basic food 
products: 

Cereals: wheat, com, rice, qil.inua; 
Oil seeds: soya, peanuts; 
Tubers: potatoes 
Proteins: milk product~;, swine, pout try 1.1.nd 1:1~;~::. 

Govermnent of Bolivia contribution: US¢ 3,000,000 

,. 
e 
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FINANCIAL PLAN (in US$) 

SOURCE OF FUNDS 

US$ 6 million AID 

l million GOB 

1 millior. GOB 

1 million AID 

1 million AID 

1 million GOB 

a. O. 25 million 

b. 0.75 

RECUPERATION 

USE OF FUNDS 

lJNCI.J\lltn ~'1 l•:J> 
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Programs of annual production with 
emphasis on loans to those small 
farmers or campesinos who are or· 
ganized into agricultural coopera­
tives with a defined legal statue 
and level of development adequate 
to be conaidcrctl clir;ih le !'or •"!rr:di t.. 

nloba.l mo.rk et int; [H:'ot;rrun: 

Inntallation for ;; toru.r,c, trnnn11ort 
and commcrciaQi~ntion sufficient to 
guarantee the farmer fair prices an<l 
easy sale of his products. 

Working capital, exclusively. 

Inf'rastructure works, incorporation 
of new land into production. 

Agricultural machinery and equipment 
for production. 

Vnriom::; "tucJir!r: on markctin:~ ll.nd 
product~. 

Plcxible uce fur reinfCJrccmcnt 
credit for item::: where there mny 
be ~~reater pret.:nurc. 

Since the f'unda.."Ilental objective of the program iz :.he increase of 
production, in a continuing and increasing way, the recuperations 
will be directed, as far as ~~ssible, to annual production loans 
to small fanners (Item No. 1). 

ADMINISTRATIVE MECHANISM 

The same mechanism will be used ~s that for the Drevious h.I.D. U:>an 
No. 511-L-042, Fund for Agricultural RefinLKing- (FRA) of the Central 
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capacity t"' chfl.nnel credit to the small farmer ~~Pc tor. '1.'hc Lcchnicul 
mcchuni.sm of the FRA has beeu studied by various cvaluntor:: who ha.ve 
found· it capable of continuing this work in accordance with revised 
and additional norms. 

To r,uarantee that the mechanism set up to manage the FRA continues 
bein~ adequate, in agreement with offices of your organizations, we 
have implemented a series of measures designed to attain a greater 
efficiency in support of the program. These measures may be sum­
marized by the following points: 

- Institutional planning, prior to the production campaigns, for 
the various agric1lltura.l products. 

- Reinforcement of the Development Division ty the incorporation of 
economist/statisticians exclusively servine the FRA program. 

- Request to the Supreme Government for the ectn.bJ iahmcnt or s1mcia l 
fund for the amortization of the original A.I .D. loo.n und thiu loan 
whi (" i1 i c; being proposed. 

• Stando.rdiza.tion of the form used in proccscinf~ rcqucnts for re­
financing from the National Banking System. 

- Minimum periods for the processing and approval o:f reqw st for 
refinancing. 

- Establishment of new agencies in the i:Jt.erior of the country and 
strengthening of the existing ones. 

Hoping to havt; your opinion concerning the presentation of this 
matter, we repeat ou:r assurances of our distin~uished considerations. 

BANCO CENTRJ\.L DE BOLIVIA 

(signed) Manuel !¥1ercadc Montnrr, 
President, Central !m.nY. 111' ll<>I Jvin 

(signed) M.it-'ll~l Delgadillo Cc:rvantcc 
Genersl Manager. c.!entr:::i.l Bani'. of .13oU ,, Ja. 
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FAA - Foreign Assistance Act of 19611 as amended. 

FAA, 1973 - Foreign Assistance Act of 1973. 

App. - Foreign Assistance and Rel•ted Programs 
Apprcpriation Act, 1974. 

MMA - Merchant Marine Act of 1936, as e~ended. 

BASIC AUTHORI'l'Y 

1. FAA l 03,i lO!ta 105; 
106; lQI. Is loan being made 

a. for agriculture, rural development 
or nutrition; 

b. for population planning or health; 

c. for education, public administration, 
or human resources development; 

d. to solve economic and social develop­
ment problems in fields such es transpor­
tation, power, industry, urban develop­
ment and export development; 

e. in support of the general economy or 
the recipient country or for development 
programs condur,ted by pri ve.te or intern&·· 
tional organizations. 

The loan is made for agri­
culture, rural development, 
nnd nutrition. 



COUN'fEY PERFORMANCJ 

Prgareso Tcwards CountJX Goals 

2. rAA 2.Q.1 (b) (,5.} 1 (7) & (8}_; 2QQ 

A. Describe extent to which country is: 

(l) Making appropriate efforts to 
increase food production ~nd im­
prove means for food storage and 
distribution. 

(2) Creating a favorable climate 
for foreign end domestic private 
enterprise and investment. 

(3) Increasing the public's role 
in the developmental process. 

( 4) (a) Allocating availEtble budge­
tary resources to developt~ent. 

(b) Diverting such resources 
i'or unnecessary military ex­
penditure (See also J:tem N° 20) 
and intervention in affairs of 
other free and independent na­
tions.) (See also Item N° 11). 
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Bolivia is making appropriate 
efforts with respect to foOd 
J>rodut!t ion, storage, and d19"" 
tribution. This loan will 
directly contribute to these 
efforts. 

The GOB program emph&s1zee 
creation of a favorable cli~ 
mete for selected f'oroi"lgn and 
domestic private enterpri~;e 
Bnd investment. 1t is seeking 
a special exemption within th~ 
Andean Common Market for cerd 
tain investment~. 

'rhe GOB continues to take an 
active role in the develop­
mental process and is so doing 
to increase popular participa­
tion. 

The GOB appears to be allocat~ 
ing as much as it is able to 
development. 



(5) Making economic, social, bnd 
political reforms such as tax collec­
tion improvements and changes in land 
tenure arrangements, and making pro­
gress toward respect for the rule of 
law, freedom of expression and of the 
press, and recognizing the importance 
of individual freedom, initiative, 
and private enterprise. 

(6) Willing to contribute funds to 
the project or program. 

( 7) flthPrwise respondi:w to the 
vitnl e<'o11omic, political, 11nd 
t1uc ti! l cu11et·r11s of i tfl pcopl.t.:, 1111d 

demonst1·uL.iniJ, a. clear determina­
tion to tnke effective self-help 
measures. 

UNCLASSIFIED 
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The GOB is makinc these 
efforts. 

The GOB is willing to contri~ 
bute funds to the project 
(see Annex I, Exhibit 2). 

The 1 :un appeo.rs t:i be d0in1~ 
tl1 i ~ i11 u.n lr1cre1~nirw Ly 
<:l'f'vetive tn1t1H1er. 

B. Are above factors taken into account Yes. 
in the furnishing of the subject assis-
tance? 

rreatment of U.S. Ci tizei~s and Firms 

3. ..FAA 620 ( c). If assistance is to 
governnu::nt, is the goverrunent liable 
as debtor or unconditional guarantor 
on any debt to a U.S. c1~izen for goods 
or services furni.shed or ordered where 
(a) such citizen has exhausted available 
legal remedies and (b) debt is not 
denied or contested by such eovernment~ 

4. l"AA (,~1 r) (c:) (1). Jf as~·.ist:.ince is trJ 
a r~overnment, has it (inr:::ludlr;r~ 1!.UV<:rri· 

ment agencies er sub-divisions) taken 
ar:.y action which has the effect uf na­
t~.onalizing, expropriating, or otherwise 
seizing ownership or control of property 

The GOB :s ~.ot known to be 
indebted under these cir~ 

cumstances to any :,;.s. citiz8n 
fr,r r:oods or st:rvicE:s fur-r 
riir.hed or <jrdered. 

'l'l;1· fJl'l·Vi1111;: f/,'1Vl·f'llll!l'f1f. •1f 

f'.l,JJvi11 1111.l;lr,ri:d i:i-.uJ tw1. 
'Jriit(·d .;t;1J.t<::1:l mlnlnv f'jrm:l. 
However, the 1;(JiJ is ri;_t\; 

adequstely (;(1mpcr::;atin~ ti;\e 
former owners. 



or U.S. citizens or entities benefi­
cially owned hy them without taking 
steps to discharge its obligations 
toward such citizens or entities? 

5, FAA 620 (o); Fishermen's Prospectiv!:_ 
Act. 5. If country has seized, or 
imposed A.ny penalty or sanction against, 
nny ll.S. fishin1.; vessel Or' account of 
.1 tr. t'ishi111~ activities in internR.tionul 
wntl' r·s, 

n. has ariy deduction required by Fisher­
men's Protective Act been made? 

b. has c0mplete denial of assistance 
been considered by A. I. D. Administrator? 

Relations with U.S. G&vernm nt and Other 
Nations 

6. FAA 620 (a). Does recipient country 
.f'urnish assistance to Cuba or fail to 
tak€ appropriate steps to prevent 
ships or aircraft under its flag from 
carrying cargoes to or from Cuba? 

7. FM G?O (b). If assistance is to Et 

government, has the ~~cretary of State 
determined that it is not controlled 
by the international Communist move­
ment? 

E. FAA 620 (d). If assistance is for 
any productive e~terprise which will 
compete in the United States with 
United States enterprise, is there 
an agreeme~t by the recipient countrJ 
to prevent expoFt to the United States 
of more than 2CP/o of the enterprise's 
annual production dUiing the life of 
the loar;? 
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Not applicable. 

The GOB does not fu.rnish 
assistance or fail to take 
appropriate steps tv prevent 
ships or ~ircruft under ito 
flag f'rom cFJ.rryine; c1J.r~oec 

to or frorr· rub1:1 .• 

1:10 li via is r1r it <:er, tr•., 1. le:rJ 
Ly the interriu ti0m1l c:rmi­
mun is t movement :1c:corllirit:; 
t<: the :;ecret1.J.ry f.Jf ;;tt..1.t<.:. 

Not applicable. 



·1. l•'f\I\ 1.:·<1 (r). Jo recip1t·llt 1~11u11t.ry 11 
I :ornrmtnlat i.:ouri try'/ 

10. HlA 620 (i). Is recipient country in 
any way involved in (a) subversion of, 
or military aggression against, the 
United States or any country receiving 
U.S. assistance, or (b) the planning of 
such subversion or aggression? 

11. FAA 620 (j). Has the country peI'­
mi tted, or failed to take adequate 
measures to prevent, the damage or 
destruction, by mob action, of U.S. 
property? 

L'. !•'/\/\ (,~'2.Jl:.J . J t' tlie <·c •Wt try tins fu.:i led 
Le• jriscitutc: tlit investm«11t ~'.unrnnty 
provriu11 for th<· spccif'ic d:;ks uf ex­
prupd11Uo11, j11 convertibility or con­
fiscation, has the A.1.n. administra­
tion v:.!. thin the past year considered 
nenying assistance to such goverrunent 
for this reason? 

13. FAA 620 (n). Does recipient country 
furnish goods to r~orth Viet-Ham or 
permit ships or aircraft under its 
fJ ag to ce,rry cargoes to or frorr. 
i~orth Viet-Nrur1'? 

l~. F/1J .. 620 (_q). Is the government of 
t::e recipient country in default un 
i·.t~rest or pri11cipal of any A.I.D. 
loar. to the c0°J.ntry'( 

l~,. U'f.Jt (,;>() ( t). Has tht.: cour. tr:-; :~evere<l 
diplomutic.: reJ..atiuris ,,,.,1th tti1: IJni te:d 
States't If so, have they bt-en resumed 
and have new bilateral a.ssistancE~ agree­
ments been negotiated and entered into 
since such resumption? 

llNl'IJ\::;: 11·'1 l•:ll 
/\NNl•:X I, l't\1:11: I 11 iii' : '• 1 

I·>: I 1 11 ti I. {, , ., 11-'.l. I' "I' I',· 

[Jr,. l'nl.lvlll .tu llttli n l\'m-
rnur du t.. couu try. 

No. Bolivia is not engaged 
in those activities. 

The GOB has ta.ken adequate 
measures to prevent the 
damage or destruction by 
mob action of U.S. property 
whenever possible. 

'l'hc· <;()]\ t11L:; i11~tjl.uL1•d 1.111· 

inv1·:it111«11t 1-~U1Lr1111t.Y p1'1•1·1·11111. 

Ne.. The GOB does not f\lrnish 
gJods to North Viet-Nam nor 
permit ships or aircraft 
under its flag to carry 
cargoes to or from North 
vi et-Nam. 

No. 

l"'· '1'111· 1:1i1~ l11L1. rir,f, ::1 v:·r.··tf 

1J j fl I <Jm:, 1, i <'. n: 1111, 11 .11:: vti l,h 

U1u :Jni tc.:1J ::t~d;.r·::. 



16. FAA 620 ( u) • What is the payment 
status of the ~ountry 1 s U. N. obl:1.g11.M 
tion~? If the country is in arrears, 
were such a.rrearages t~ken into account 
by the A.I.D. Administrator in deter­
mining the current A. I. D. Operat1.ona.1 
Year Budget'? 

17. Ff.JI. 1181. !las the e:overnment of 
recipient country failed to take ade­
quate steps to pre'. ent narcotics 
drugs and other controlled substances 
(as defined b~r the Comprehensive 
Dru~ Abuse Prevention a.n1 Control 
Act of 1970) produced or processed, 
in whole or in part, in such cow1try, 
or trar:;.sported throtlgh such country, 
from being ~old jll~gally within 
the jurisdiction of such country to 
U.S. Government personnel or their· 
dependents, or from entering the 
l.1. S. unlawfully'? 

Lf~. FA/\ 1'1'11 :'). lt' (it) :dl.ltn.ry base in 
lc•cntcd in recipietit cmmtry, and -wua 
etHwtn.1.c.:Lf'd ur 1s beinK rnaJ11tn.ineci 
or operated w-i th funds furnished by 
u.~;., and (b) U.S. personnel carry out 
military operations i'rom such base, 
ha.s the '='resident determined that the 
government cf recipient country has 
authorjzed regular access to U.S. 
correspondence to st~h ~ase? 

:-Oii:::.ita.ry Expendi tJ.res 

FAA 62c Jtl. What perce.:-itage of 
country btldget is for military 
expenditures? How much of foreign 
exch'!..::ge resources spent on military 
equipmer,t'l How much spent for the 
purchase of sophisticated weaponn 
systems? (Consideration of +.heso 
points it: to be coordinated with the 
Bureau for Program and Policy Coor­
dination, Rer~ional Coordinators and 
Military Assistance Staff (PPC/RC).) 
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Bolivia is in arrears but 
not to such a.n extent as to 
disenfranchise it in the 
General Assembly. The Ad­
ministrator did tu.Im the 
n.rrcn.rt1.1~es into 1weount 1 ri 
cletcrmi11int~ the· Oo Y, Ii, 

'l'he COB is n.ctively cooperat-
inCT with the u:;A11J Nn.rcqtics 

Officer a.nd Dl:A representa­
tives as well as other inter­
national agencies to take 
such steps as may be neces­
sacy to control drug traffic 
in Boliviao 

l~ut.; llr.IJ I ienb LC'. 

The CY 1974 Eudgf:t f''d' 
mi li1,a.ry pu.rpoae-s r'=l·?"f: :-:•:r,t.:.: 
11.p~::.-0xirn11tf: ly lflf of t<Jt•1 l 
lJU<lr~etecJ expend 1 tm·<":; • (' 
the 1 iOB. ApjJr<1.r..i 1111.1.t." l,y 
:I: L. ~~ 1111.I I i rm /11~n lit:1 1: 

lJl.ld1~<:tf.:d rr,r l,hc· !•;Jr :·tiw!1• 

<Jl' WJl1-r;r1phl nt I r;'d~<"i m I J i -
t1..1.ry equipment. 



Conditions of the Loan _..,..... 

General ::.ioundness 

20. ~.Q.!.J.s!l. Information and 
conclusion on reasonableness and 
legality (under laws of country 
and the United States) of lending 
n nu re lendin;• terms of the loan. 

:-'1. 11'M 201 (b) {2); 201 \el 
Information and conclusion on 
an activity's ecc~omic and 
techni'!al soundness. If.lean 
is not made pursuant to a mul­
ti.Lateral plan, and the amount of 
the loan exceeds t100,ooo, ho.s 
count:ry submitted to /\.I. D. an 
application for such funds to[Jether 
with assurances to indicate thG.t 
f'unds will be used in an economical­
ly and technically sound manner? 

2'.-?. F'M 201 ( b) (2). Infnrmation and 
cor.clusion on capacity of the 
country to repay the loan, incJud­
j n1~ rensc.nableness of repayment 
prospects. 

Ffv1 ;JOl (b) (1), }r;furinatiuri arid 
cor1clusiun on avnilnbi li r,y of firi-
e.nc from other free-world sources, 
.;nrL'ld.:_ng private sources within the 
~jnited States. 

FAA 611 (a) (l), Prior to signing 
of loarr '.-.rill there be (a) engineer­
ing, financial, and other plans 
!lecessary to c0.rry out the assistance 
and (b) a reasonably firm estimate 
of tlte cost to t:1e United States of 
the assistance? 

UNCLASSH'IED 
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The loan terms a.re reason­
able and consistent with 

United States and Bolivian 
laws. 

The C:OH has mfJ.ch- an 11ppli­
cntion for loan i'um1ed 
assistunce in this activ,ity 
(see Annex I, Exhibit 2) 
and there have b~en asaur­
ances that the funds will 
be used in an economicnllr 
and technicn.lly sow1d. 
munner. 

There are reasonable 
prospects of repayments. 

!•'iri:u1cin1~ for tlLi,::; activity 
j:. ri"t 1J.vn.il:1blc: l'rrn.1 otl1cr 
frcc-wrir Id cr,urce:;, j ric I ud­
if!F~ prlvn.tc: 13tJurct::; w:i tliir1 
the United :;tr..1.tec, uri 

reasonable terms. 

The necessary firia:-icial, 
firm cost estim:::i.tes, 1,.n<J 
other plans have bee~ 
completed. (see Section 
ILD). 



25. FAA 611 (a) (2). If further legis­
latiYe action is required within reci­
pient country, what is basis for rea­
sonable expectation that such action 
will be completed in time to permit 
nr<lerly accomplishment of purpose of 
loAn'? 

?6. ~~~.J.!.~1.k:_. If loan is for Ca.pi tal 
Assistance, and all U.S. assistance to 
project now exceeds $1 million, has 
~ission Director certified the country's 
capability effectively to maintain and 
utilize the project? 

Ll'.Jan 1 s Relationship tc Achieveme!lt of Country 
and Regional Goals 

27. FAA 20'7; 113 
Ext~nt to which assistance 
reflee:ts appropriate emphasis 
0n; (a) encouraging develop­
ment of democrati.c, economic, 

I 

politicnl, nnd socin.l jnstitutions; 
(b) se lt'-help in meet1;~·~ t.he 
ct1U~1try' J food needs; ( c) lm-
prov lng n.vai.labili ty of trained 
manpower in the country; (d) 
p~ograms designed to meet the 
country's health needs; (e) other 
important areas of economic, poli­
tical, and social development, 
includlng industry; free labor unions, 
cooperatives, and Voluntary Agencies; 
transportation and communication; 
planning and public administration; 
urban development, and modernization 
of existing laws; c,r (f) integrating 
women into the recipient country's 
national economy .. 

;?H. FM ?09. Is project susceptible 
or f'xccution as part of regional 
project'/ , !' so why is project not 
so executed'! 

UNCLl\S8IFU:)) 

ANTI.JI·::-. l, l'n1.w i·,· \'t~'' 1 

J•:xhi bl t. ~, 1'n1.~l' ~: l't' 1: 

Not n.pplicable. 

Yen. 'lhe Minsl1i11 Hircl·tor 
liaS so certi ficd (sec Amr ex 
1, Exhibit 1). 

This lonn will contribute 
d.i..rectly to the objectives 
reflected in i tem.s (a) / ( b), 
und (e) (c00perntive). 

'l'his pro,jcct ~r1ul<l n0t, be 
Cffrried nut nr; fJ11.rt •'1' ,. 
rt~1dorud pr,,,jc:ct i:Le( it 
i :, dc:eiv,nwJ t•, pri 1mot,<· 

lJ1.1.cJ r.: t'rJorJo 11r11•l1..1.ci,j <~11 
wholly within lir·J1.vi: .... 



"l9 ~ . FAA 201 (1') .(h). Information and 
conclnsion on activity's relation­
ship to, and consistency with, 
:)ther development activities, and 
Jts contribution to realizable 
l')ng-:cnnge objectives. 

:)0. !.'f\(':... 201 (b) (9). Information and 
conclusion on whether or not the 
activity to be financed will con­
tribute to the achievement ~f self­
sus tainlng growth. 

31. FAA 209. Informr.tion and conclu­
sion whether assistance will en­
courage regional developiner.t 
prograini:; . 

:-·~· }'/LI\ lll. Discuss the ex­
terit to wllich the loA.11 wi 11 
s trenp;then the paritic1 pntion 
of urban ·tnd rarnl r·ic 1r l i: 
t!H:ir couritry' s develcipine11t, 
arid will assist iri the develop­
":ent of cooperatives which will 
enable and e::~o;_;_:-age t;reater 
r;mnbers of :;oor people to help 
themselves toward fa better life. 

'l,'i\A 201 ( f). If this is a 
pre ject loan, describe how m11ch 
project; will promote the colilltry'a 
economic development taking into 
r.iccount the country's hwnan und 
rnateriA.l rcs(Jurces req-J1rerncnta 
tJr;d relaU rJnship betl<Jeeri ultJ mate 
c.JojectiveG of the project arid 
0verall economic development. 

ANNI·'.\ ,, l':it-:<' ]~: t'I' :"• 
1': .. xllibit 5, .l'~e \) t't' r,· 

This activity has broad 
significance with regard 
to the long-range objectives 
of integratin6 the rural 
areas into the nntionul 
economic, sucinl, nnd 
µtil] ti cal .Ll J'<· Hml o l' 
strcnf~thc11i111~ tile cco11umy; 

This pro~ject wil 1. ct)1Jtritmtc· 
to t.he achievement of sel:i'­
sustaininp, csrawth. 

The project is national 
i:1 scope and therefore nOt 
specificaLly designed to 
encourage regional <level~~ 
rnent programs. 

The lon.n will dircct..1y 
:;l.r·ci11'.tlt1·11 the 1nr1,ic.i fl-'ttiur1 

.. r l.11<· r.,1rnt P'"". i11 1·,,fJvi:1'G 
ti l 'l l' ! f 'I ilfil · 1 ii, I J y t · 1 d I! LI If'. i l 1 f '. 

1)1c,:1. •:·1p:d1ilJL,y t_,, r:11r1l,rj­

hut<: tll tl1e rw.ti11ti1LL 1:eur1010.y 

by cxpundlnL, tli{:;.ir a1'.r icu.l­
tu.ral production. 11rl0rity 
attention will be directed 
at small farmer cooperatives 
thus enabline and encouraeine 
greater numbers of rural poor 
to help themselves (see Part 
II, Section I, '~ of the CAP). 

Tt.e project loar .. \tll-~ 

promote Bolivi&' s i=cc:.0!".iC 
development by ir.cre:r1~in~ 

the country's apriculturni 
pru<luctio11. 



34. 

·-

l;-M :~l~l \a.). ~~scribe extent 
tri which the loan will cou­
tribute tc the objective of 
assuring mu.ximum participation 
i~ the task of economic develop­
;nent on the part of the people 
of the country, through the 
encouragement of democratic, 
private and local governmental 
instltutions. 

FAA 281. (b). Describe exter.t 
to which program recognizes the 
pa.rtlcular needs, desires, and 
capacities of the peoyle of the 
r:rmnh·y; utilizes the cow~itry' s 
~n~ellectual resources to en­
courage institutional development; 
nnd supports civic education and 
training in skills requirrd for 
effective participatio!'l in govern­
mentbl and political processes 
essential to self-government. 

Ff\A 201 (b) (3). In wlrn.t wo.ys 
does the acti ·1i ty give reasonable 
promise of contribut ... ng to the-­
development of economic resources, 
or to the increase of productive 
'~apa.ci ties'? 

37. FAA 601 (a). Information and 
conclusions whetht:!r loan will en­
courace efforts of tte country 
t:): (a) increase the flow of 
international trade; (b) foster 
private initiative and competi­
tion; (c) encourage development 
and use uf coupera.tl ves, credit 
unions, und sn.v ings n.nd lorrn uaaocj 
~ssociatJone; (d) discuuraec 
monopolistic practices; (e) 
improve technical efficiency 
cf industry, agriculture and 
commerce; and (f) strengthen 
free labor unions. 

ANNEX 1, Pnt~e 19 of ?9 
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'l'lil' pl't\il·1.:t wlll pl'\'\' hh· 
\Panu wlllch wl l l st.\mul:it.\· 
u.gricultnral prl'l~uct. i \.'II hy 
smn.11 scnlc furmera; Limo 
it will assure maximum 
participation of the people 
in the economic development 
of Bolivia.. 

The loan will provide 
t'ina!lcing for agricultural 
production and marketing 

which will encourage entre'­
pre1.eurship and provide 
employment. 

The activity t~'lvPS reason­
able promise of contribut­
ine to the increase uf 
productive capacity in 
fl/ riculture by providin~ 
credit to Bolivia's rnra.l 

small farmers. 

This loan should directly 
affect all of the items 
with tl-te exception of ( f J • 



38. l•'M 619. 11' assistnnce is fur 
newly independent cow1try, is 
it furnished throl.lgh multilat·e­
ral organizations or plans to 
the maximum extent appropriate? 

Loan's Effect on u.s. and A.I.D. 
Program 

39. FAA 20l (b) (6), Information 
and conclusion on noasible 
effects of loan on U.S. econonw, 
with special reference to areas 
of subatnntial labor surplus, and 
extent tci which U.fl. ccmmoditiea 
nnd 11ssistance u.re furnished in 
n munner consistent wi t.,'1 im-
pruv inp; tile U.S. balrmce of pay­
ments position, 

J,o, Jt'AA 202 (a). Total amount of 
mone~r under loan which is going 
directly to private enterprise, 
is going to intermediate credit 
institutions or other borrowers 
:'or us by private enterprise, 
is being used to finance im­
ports from private sources, or 
is otherwise being useJ to fin­
ance procurements from private 
sources. 

c+ l. FAA 601 ( qJ. Infor.riation and 
conclusion on how the loan will 
encourage lJ.:~. private trade and 
investment abroad and how it will 
encourage pr! vate IJ. :~. participu.­
tl on in foreign assistance pro­
grams ( includir1g 1;,ae of' private 
trade channels and the services 
of U.S. private enterpriae). 

UN<! f..J\:iS U'J J.;D 

/\N Nl•:X ] 1 I •ngc 20 o J' ?9 
l•:Xlllhlt :{, 1'111-~c· 11 111' I'( 

Nut npp U c11 blc. 

The loan will have .10 

foreseeable unfavorable 
effect on the United States 
economy. Some u.r~. crm .... 
mr.,di tie a will b<;; b1fHJrt..,;rJ. 

All of the loan funuin1~ 
will be channelled through 
intermediate credit ins­
titutions for use by the 
private agricultural sector. 

There will be u.s. private 
sector participation in 
tld f. pro,jr!Ct to tlie r·xtr·11' 
tli:1t l.111u1 pr•wt·1·rl1: w i 11 Ii•· 
uur·tl l,11 l111y 1111il,1·ri·d;: 1°1'"<1:. 

IJ.::. [!11UJ"r:1·::, p·ir·f,j1·11l11r'IJ 
1'11r l,i11· '~'LfJ i l,!i I i/' ,, dn ,. 1lhf ·I. 
C1Lt<.:v,r1ry d<;1H.:ri1•r:d i11 
:;cctlori 1 .<:.f..Lrul l I .11. 



42. FAA 601 (d). If a capita1 
project, are engineering and 
professiona1 services of U.S. 
firms and their affiliates 
used to the maximum extent 
consistent with the nationa1 
1 ntert!st'l 

t13. 1 'f\f\ (10?. lnformation and conclusion 
whether U. ::;. small business will 
participate equitably in the fur­
nishing of goods and service financed 
by the wan. 

li4. FAA 620 (h)._. Will the loan prcmote 
or assist the foreign aid projecto 
or activities of the Comm.unit-B1oc 
countries? 

45. FAA 621. If Technical Assistance 
is financed by the loan, info:rma.t:Lon 
and concl".lsion whether such assist­
nnce will be furnished to the :f\11.leat 
extent practicabl, a.a goods u.nd pro­
f'cssiona1 and other aervicca t'rom 
private enterprise on n contrtLCt basis. 
r r the !'ncilj ties of other 1-'ederal 
agencies will be utilized, informa­
tion and conclusion on whether they 
are particularly suitable, are not; 
c0mpetitive with nrivate enterprise, 
and can ~e made available without 
undue .interference with domestic programs. 

Loan's Compliance with Specific Requirements 

46. FAA 110; 208 (e). In what manner has 
or will the recipiept country provide 
assurances that it will provide a't 
least 25% of the costs of the program, 
project, or activity with respect to 
which the Loan is to be made? 

IJNCLASSIFU:D 
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Professional advisory 
services of u.s. firms will 
be utilized to the ~3.Ximum 

extent consistent with the 
needs of the project. 

11.::. :~mall Bm1lrmr.6 ~iJ.l 
be iuvi ted to pu.rticipu.te 
when appropriate. 

No. The loan will not 
promote or assist t~e 
foreign aid projects or 
activities of the Conmunist­
Bloc countries. 

Not applicable. 

The GOB's loan re~~es~ 
provides assurance3 that 
it will provide aL lru~t 
?5r,t of the coats of ttu~ 
pr<J,ject J'or· wlt.i d1 th« l1 ·:·•1 
ia t<J be ma.tic ( r:t ·{: At 11 :ex l, 
J·:xhihit :• 1u1d Jt'lrmt1cl 11.l 

i•J1.1.n, ;;r:r:tt•m 11. J1). 



47. FAA 112. Will loan be used to 
finance police training or re­
lated program in recipient 
country? 

4fl. F./\A i14. Will loan be used to 
pa:y for performance of abortions 
or to motivate or coerce persons 
to practice abortions? 

49. FAA 201 (b). Is the country 
among the 20 countries in which 
development loan funds ma:y be 
used to make, loans in this 
fiscal year? 

50. FAA 201 (d). Is interest 
rate of loan at least 2'fo per 
annum during grace period 
and at least '3i per annum 
thereafter? 

51. FM ~?Ol ( f). If this is u 
project loan, what provisions 
he.ve been made for appro: .te 
participation by the recipient 
country's private enterprise? 

52. FAA 604 (a}. Will all connnodity 
procurement fin3.ll~ed under the 
loan be from the United States 
except as otherwise determined 
by the President? 

53. FAA 604 (b). What provision 
is made to prevent financing 
commodity procurement iri bulk 
at prices higher than adjusted 
u.s. market price? 

UNCLASSU'Ilm 

ANNEX 11 Page 22 of 29 
Exhibit 31 Page 13 of 17 

No. 

Yes. 

Yes. 

'rhe project ls U<:GJ gut:d 
to channel 1Lcriculturu.l 
credit resources throiwh 
the commercial bankinc 
system to private a.gi;icul­
tural producers or prpcessors; 
atorers of agricultu.uU. .. 
produce. 

Yes. Code 941 and Bolivian 
sources will be used ifor 
procurement (see Part II, 
Section III, C 0f the CAP;. 

/\ny bulk r~r.J1(11'.'1'Jltir:n tm~r:~, 

TIUJ.Y t>f: prvc•.ll'l;IJ "' j ) l l.<: 
uubject tc.i bid pr<.::~dur''• 



511. 1•'M l)Oli_il). If the coop­
cra.tini-~ country discriminates 
against u.s. marine insurance 
<:''mp1mies, will loan agreement 
require: that marine insurance 
uc placed in the United States 
on commodities financed by the 
loan'i 

55. FAA 60~.(e). If offshore 
procurement of agricultural 
conunodity or product is to 
be financed, is there pro­
vision against such procure­
ment when the domestic price 
of such commodity is less 
than parity? 

5<•. FAA 6nl1 ( f). J f loan 
flHUH'l•1; fl CCllltmod1 ty im­
port pro,..~rmn, w111 nrrl\flf!:<'­
mcritr: lw m1ule t'i•r suppl1<·r 
certU'icnt1on tc 1 A.!. D. 1uul 
f\.J.D. approval of commodity 
as eligible and suitable'/ 

57. FAA 608 (a). Information on 
measures to be taken to uti­
lize U.S. Government excess 
personal prJperty in lieu of 
the procurement of new items. 

58. FAA 611 (b); App. 101. If 
loan finances water or water­
related land resource construe­
tion project or program, is there 
n benefit-cost computation made, 
1nsofar as practicable, in accord-
1wce with thE: procedures set fr irth 
:lr; th<.: Merr:ora.n<lum of the PresJtJtnt 
dnte May J), 1)(,2? 

llNt' I J\HHl f1'J J·:H 

ANNl•:X 1, I 'ngc.' :l :~ o l' : 'll 
l•:Xhi b:f t :i, P14~e tit t' l' l'/ 

lri the likely event thnt 
Bolivia discrimi1mtes ni~:li:u::t 
any lJ .n. 111nri11C' i11snrmwt• 
comptU1y, c<muntltU tint put'­
chuscd wi t;h ll,:111 l\mdH \\ j I I 
be insured n.1~1li11t~t. dslu; 
with a U, :3. compru1y. 

Not applicable. 

Not apy)l icahlc:. 

The Mission will ensure trat 
the Borrower is apprised of 
the ava:!.labili ty 0f' excess 
U.S. Government property 
and that the Borrower pur­
chases that property which 
fits its needs. 

Not applicable. 



59. FAA 611 { c} •. If contracts for 
construction are to be financed 
what provision will be made that 
they be let on a competitive 
basis to maximum extent practic­
able? 

(io. li'f\A (i]..P (h); (,36 (h). Describe 
otc~pa ta.ken to assure tha.t, to the 
maximum extent possible, the coWltry 
is c~~tributing local currencies to 
meet the cost of contractual and 
other -services, and foreign currencies 
owned by the United States are utilized 
to meet the cost of contractual and 
other services. 

61. Ap;p. 113. Wi~l any of loan funds 
be used to acquire currency of 
recipient country from non-u.s. 
Treasury sources when excess currency 
of that country is on deposit in U.S. 
Treasury? 

(1~'}. /\pp. (1~· (d). Dot:s the Unltert 8tntea 
own exceue foreign currency tt.n<l, if so, 
what urrfllwemente have been made l'or 
its re]cnse'( 

63. FAA 620 (g). What provision is the~re 
against ~i.se of subject assistance to 
compensate owners for expropriated or 
nationalized property? 

64. FAA 620 (k). If construction of 
productive enterprise, will aggre·· 
gate value of assistance to be 
furnished by the United States exceed 
$100 million? 

65. FAA 636 ( i). Will any loan funds 
be used to finance purchase, long··term 
lease, or exchange of motor vehicle 
mauuf'o.ctured outside the United Staten 
or any guaranty of such tranGaction? 

UNCLASSIFIED 
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This requirement will be 
met by .adherence to A.I.n. 
Gild Bolivian regulations 
concerning procurement 
of contractor servicea. 

No Ho.livln11 pt·tw:: uw11t•tl 
by th(• lJ.~: .. Ill'(~ llVld Jflhk 
for 1'inunclnt~ ttd :: pr«;i.1ect. 
Ar· effort 11Jns mmle dtari11g 
intensive review to etlsure 
that Bolivian sources 
contributed local curiency 
t.o the inaXinn:un extent ·possi­
ble. 

No. · 

'l'h<~ 11 .. ::. d<W:i r1ut uwn 
c>wosr: forcd 1~1· c~urrt·11cy :in 
Holl via. 

Assistance "Will not l>e used 
to -compensate owners fbr 
expropriated or natiorft:l.lized 
property. 

Not applicablE.:. 

No. Any motor vehicl~~ 
needed will be :lmpor::;ea 
from the United Ututc1> 
un lemJ oth(~ r pror~urcrnoti l, 
i:; 11uth(1riZt.!d. 



6<1. App. 101_. Will any loan funds l>e 
used to pay peus:tone, etc. for 
military personnel? 

67. App. 105. If loan ~-s for capital 
p~oject, is there provision for 
A. I. D. appro-:al of all contractors 
and contract terms? 

68. App. 107. Will any loan funds be 
used to pay UN assessments? 

69. App. 108. Compliance with regu..la­
tions on employment of U.S. and 
local personnel. (A.I.D. Regulo.tion 7). 

70. App. 110. Will any of loan funds 
be used to carry out provisions of 
FAA 209 (d)? 

71. App. 114. Describe how the Committee 
on Appropriations of the Senate and 
House have been 01· will be notified 
concerning the activity, program, pro­
ject, country, or other operation to 
be financed by the Ioo.n. 

??. App. 601. ~ill any loan funds be 
used for publicity or propaganda 
pU&.-poses within the United States 
not authorized by Congress. 

73. MMA 901. b; FAA 64o C. 
I 

(a) Compliance with requirement 
that at least 50 per centum of 
the gross tonnage of commodities 
(computed separately for dry built 
carriers, dry cargo liners, and 
tankers) financed with funds made 
availabl~ under this loan shall be 
transpurted on privately ownec.l u.s.­
flag coJTD'l1ercial vessels to the ex­
tent that such vessels are ava:llable 
at fair and reasonable rates. 

lumcx J, Pnge ::15 of 29 
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No. wan funds will not 
be used to pay pensions 
t'or mili tn.ry personnel. 

Yes. 

No. 

Will comply. 

No. 

By the formal notificc.tion 
procedureo 

No. Loan t'unds will not be 
used for publicity purposes 
within the UoS. 

These regulatio{JB will he 
complied with. 



{b) Will grant be ma.de to loan 
recipient to pc.y all or any portion 
of such differential as may exist 
between u.s. and foreign-flag 
vessel rates'l 

74. Section 30 tind 31 of PL 93-189 
(FAA of 1973} 

lfNCLIWSlFJ Jt:IJ 

ANN~~ 1, l'tt¥.•' :~ ,,.. :'lt . 
1"xhlb1 t ~~, l't\f-tt' l'i ,,.. ,.,. 

No. 

Will any part of the loan be used No .. 
to finance direct~ or indirect~ 
mill tary or paramill te.ry operations 
by the U.S. or by foreign forces 1.n 
or over Laos, Cambodia, North Vietnam, 
South Vietnam, ·or Thailand? 

75. Section 37 of PL 93-189 (FAA of No. 
!21.lh App. ill. Will any pa.rt 
of this loan be used tt' aid or 
assist. generally or in the reconaa• 
truction of North Vietnamt 

76. App. 112. Will any of the funds No., 
a,propriated or local currencies 
~~enera.tecl ne a result of Al D nssie1-
tance be used for support of polic:e 
or prison construction and ndrnini11tra• 
tion in South Vietnam or for suppc>rt of 
police training of South Vietna.me11e? 

77. App 604. Will any of the funds No~ 
appropriated for this project be used 
to furnish petroleum fuel.a produc«~d 
in the continental United States to 
Southeast Asia for use by non-U.So 
nationals? 



BANCO DEL ESTADO 

LA PAZ 

Head. Office 
Chu±ul:tainba · 
El Alto 
Max Paredes 
Miraflores 
Ville. Victoria. 

.Agencies 

Chul:umani 
Copa cabana 
Coroico 
Cn.ranavi 

SANTA CRUZ 

Head Office 
Los Pozos 
Slate Calles 

Agencies 

Camiri 
Montero 
Portachuelo 
Puerto Suarez 
Ro bore 
San Ige.na.cio 
Valle Grande 

COCHABAMBA 
-~ 

Head Office 
Calatayud 

Agencies 

Aiquile 
Capinota 
Puna ta. 
Quillacollo 

CH!BUIBACA 

Head Office, Sucre 
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B.ApCO lJEiL ~:s·rADO (Cont. ) 

Men er 
Camargo 

POTOSI 

Head O:ffice 

Mencies 

Atocha · 
!J.allagua 
Tupize. 
Uyuni 
Villn:tori 

1rAR1JA 

Hea.d Off:lcc 

Agef!.2!_!! 

Bermejo 
Yacuiba 
Entre Rios 
Villamontes 

PANDO 

Head Office, Cobija 

BENI -
Head Office, Trinidad 

Af;enciec... 

Guaya.rarner:i fl 
Riberalta. 
Magdalena 
Reyes 
San Mat!e.s 
San Borja 
Santa Ana 

ORlJRO 

Head Office 



BANCO AGRICOLA DE BOLIVIA 

LA PAZ OFFICE -
National, La Paz 
Regional, La Paz 

Provincial .Ag~ncies 

Murillo 
Carana.vi 
Coroico 
Chulumani 

COCH.ABAJ.mA OFFIC§ 

Regier.al, Cochabamba 

Cercado 
Aiquile 
Villa Tuna.ri 
Quillacollo 

SANTA CRUZ OFFICE 

Regional, Santa. Cruz 

Provincial .Agencies 

Andres Ibeiiez 
Coni..ara. pa 
Concepcion 
Warnes 
Camiri 

POTOSI OFFICE 

Regional, Potosi 

Provincial .Agencies 
l 

Tomas Frias 
Las Carreras 
Camargo 
Betanzos 
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ANNEX l l, Page :\ or ~) 

QIB!SUISACA OFFICE 

Reg.tonal, Sucre 

Provincial .Agencies 

Oropeza. 
Monteagudo 
Po.d:llla 

TARIJ'A OF~'ICF. ---
Reg:Lonal, 'l'n:rijo. 

E!:2,~ncial A.gencies 

Cerce.do 
Villa Montes 
EDtre Rios 
Bermejo 

BENI OFFICE 

Regional, Trinidad 

Provincial .Agencies 

Cerce.do 
So.nto. Ana. 
Riberalta. 
San Borja 

PANDO OFFICE ---·--
Regional, Cobija 

ORURO OFFICE 

Regional, Oruro 

Provincial .Agencies 

Cercado 
Chall.a.pa ta. 

MONTERO OFFICE 

Regional, Montero 



Banco Agr{ cola (Cont • ) 

Provincie.l Al!!lcies 

,Porta.chuelo 
Buena Vista 

BANCO POPULAR DEL PERU 

La Paz 
Oruro 
Sucre 
Cochabamba 
Santa Cruz 

BANCO DO BRASIL S.A. 

La. Paz 
Santa Cruz 

BANCO NACIONAL DE BOLIVIA 

La Paz 
Sucre 
Cochabamba 
Oruro 
Potosi 
Tarija 
Monteagudo 
Bermejo (Authorized) 

BANCO INDUSTRIAL Y GANADERO 
DEL BEN! ~:dIGBENI) 

Trinidad 

BANCO DE SANTA CRUZ DE LA 
SIERRA 

La Paz 
Santa Cruz 
Cochaban:.ba 

BANCO POTOSI S. A. 

Potos! 
Tarija 

BANCO DE FINANCIAMn;:tiTO 
INDUSTRIAL DE ORURQ S.A. 

Oruro 
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FIRST NATIONAL CITY 13.AMK 

La Paz 

BANCO DE LA PAZ 

(In process of being organized) 

BANCO MERCANTIL 

La Paz 
Cochabamba 
Santa Cruz 

BANCO BOLIVIANO AMERICANO 

La Paz 
Santa Cruz 

BANK OF AM}t:!RICA 

La Paz 
Santa Cruz 

BANCO Dr: LA NACION ARGENTmA 

Ia Paz 
Santa Cruz 

BANCO DI~ CREDITO ORURO 

Oruro 
Potes:! 
Llallague. 
Santa Cruz 
Hua.nuni 

BANCO JUPOTECARIO NACIOi'iAL 

La Paz 
Cochabamba 
Santa C:ruz - Montero 

BA.NCO DE COCHABAMBA 

Cochabamba 
La Paz (To be inaugurated) 

BANCO INDUSTRIAL S. A. 

La Paz 
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CREDIT AVAILABILITY TO THE PRIVATE SECTOR1 1975-197~ 

The attached tables demonstrate the implications of various hypotheses 
concerning inflation, real GDP growth, che balance of payments and 
fiscal situations on credit availability from the bankin~ system to 
the private sect0:r. · Five projections are made, t~ ··rirobuble" pro.iec­
tion, "most fnvornble" pro.1ectlon, "leas fa.vur11tJh: 11 prci,jention, 11 

"relative unfuvoruule" and 11 moet unfnvurn.ble" pro,jcction. Obviounly, 
the r.entre.l Bank ( C/B) would be forced to tuke o.ctiun to neutnd li:c th" 
monetary impact of a balance of payments surplus 11.11d/or fiscnl dcfici t 
in order to prevent rates of inflation deemed unacceptable by the (;OB. 
The projections attempt to define the parameters on which the C/B 
would act. For example, in the "less favorable" case the bald.nee 
of payments surplus would have to be neutralized to avoid undue 
pressures on internal prices, which implies tightening-up credit 
availa.b:llity to the private sector since the C/B would nave little 
control over the Ministry of Finance's budget and fiscal policy. 
The proj~ctions do not attempt to discuss toe question of credit 
allocation within the private sector. 

The projections are based on the following: 1) various balance of 
payments projections; 2) an estimate of imported inflation of about 
13% in 1975, 10% in 1976 and 7% in 1977; 3) an assumed constant 
income velo~ity of money; 4) fiscal projections for the Treasury 
(a preliminary estimate at this st~ge for 1975); 5) estimates of 
deposit drawdowns by the rest oi' the public sector which, combined 
with the Tre11sury estimate, µ;lves net credit t(J ttie puolJ c ocr.tnr 
from the Central Bank; 6) a tr1urnnction dem11.11d l'ur mur1cy (rcl'Lt~<:L1·d 
in the money supply calculation) determined by ttie expected rnte of 
inflation and real growth in the economy; 7) an estimate for credit 
expansion based on the average historical (1970-74) relationship 
between re&erves in the C/B and actual credit expansion -- a crude 
credit multiplier; 8) a money multiplier relating base money to money 
supply based on a ratio. involving an estimate of cash/deposits ratio 
and required reserves; and 9) an implicit marginal propensity to 
import function (built into the balance of payments projection) 
amounting to .23 of GDP growth. All projections are viewed favorable 
or unfavorable in ter:: .>f stabi.lization implicatiom. and for the 
need to take steps to offset the impact of different factors on 
internal stability. 
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'l'he probable projection assUJnes a relatively modc1 ute net drnw­
down of iieposi ts in the C/B by the rest of the public sector of about 
$b 100 million and relatively large net borrowings by the Treasury 
of $b 450 million relfecting def:lci t financing needs. Partly for 
these reasons and partly due to export price assUJnptions, the balance 
of payments is projeeted to E:hift into deficit by US$ 10 million in 
1975 and smaller deficits through 1977, reflecting the Treasury's 
need to cbtain financing 1i'rom the Central Bank. The C/B will probably 
expand cur~ency issue by 23% assuming a constant income velocity of 
money, Approximately 26% of the money supply expansion results from 
an increase in the banking system's deposits which is reflected 
indirectly in the change in required reserves held by the Central 
Bank. For simplification purposes, the projection uses a narrow money 
supply definition to avoid dealing with problems of quasi-money. 
However, the credit multipl1er is based on all required reserves held 
in the Central Bank so that overalJ.. credit nvnil:tbi li ty i G not cir­
cumscribed to the multlplier impact of only incrcn.Be3 in demurirl 
uerosita. lt is assumed that by 19'!7 t!:e cu.sl1/Licpu::ilt f'itt1o will 
dee:.line, lmplying greater confidence 111 the ~ o.nk Lrw syatem which wi Ll. 
obtain greater reeponsibili ty for expanding liquidity in the eco· .orr.y. 
This asseesm~nt is based on the marked decline in the last ten years 
of the cash/deposit ratio. 

II. Favorable Projections 

The most favorable projection s.ssumes a rate of inflation of about 
14% in 1975 and real growth of 6% in the GDP. ?iet drawdowns by the 
rest of the public sector are assumed to be about $b 10 million and 
the net deficit financing req_uire!"':ents to be about $b 250 million. 
Given the relatively small fiscai impact on the Central Bank and the 
expected surplus on the balance of pay1nents,,. the result would lead to 
a stable eA~ansion in the money supply with the private sector benefiting 
through a 27~, expansion in credit available. :Lt presently a.pre ars that 
this favorable combination of events are not very likely. 

The less favorable pro.:jection implieG :Ul lH:acceptnblE: ~'71, rid-.r: 

of infl11tion due almost entirely to a lar1~er t:ilar1c.:e uf p11ymentr; 
surplus. In essence, these eve:-.:ts would be repeti tio:iS of tr1e l'.ffl1 
circUJnstances with the exceptior. that major ir.ternn.l price adjuntments 
(aside from import price increases) would not be required in 1975. 
Import price increases are expected to provide about 13% to the expected 
1975 inflation rate. The most favorable option assumes nearly zero 
internal price adjustments -- particularly for food items (a very 
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optimistic asswnption). To reduce the destab inp '"'ffect of the 
balance of payments surplus, it it: possible that C/E would take 
restrictive action to hold the rnte of inflation to 17°/o implying tha.t 
the private sector would suffer a marr;inal reduction in credit avail .. 
able. This projection is considered unlikely to occur given the 
tentative fiscal requirements for 197) and the likelihood that the 
balance of payments could slip into deficit. 

III. Unfavorable Projections 

The most ur.favorable set fc:.c tors <:~re relnted to a large fiscal 
deficit requiring Central Bank net fir:ancir1r: of about $b 800 million 
and substantial dra.wdowns (net) by the rest c.'£' the public sector of 
$4oo million. This projection v:ould npply substantial price pressure. 
The ba lnnce o ~, payments would probably be farther in deficit than is 
presently projected. All-in-all, the Centrn,l Bank would have to take 
restrictive action to limit the p/p prcl:tem n.nd r<'Gtorc :i der:rec of 
price stabili · y in which case the .Private sector wou ltl suffor, ~iven 
..,he asswnption that the C/B would have little influence over the fi sco.l 
deficit. 

The re la.ti vely unfavorable projectior: is less inflationary thw 
the less favorable project.'...or1: but the cnusE: is ~ internal fiscal 
de!'ici t which would be more in fl a tion~:.ry but for the bah.nee of payments 
leakage. 'fhe fiscal defic1t is est:ir:ated ':lt ~L c•OI) million, but the 
private sc~tor wc·uld still receive a ~'70: incre:_tsc in creditJ in nominal 
terms implyi'.lg that credit 8XS.ilrctlc would be c•nly marginally high8r 
than the rate of inflation. f..ny f\irther ti f'htenin,_s of credit availabil­
ities would fcrce 2 small amo-\.lnt o:' recessionary pressure on the economy. 
The reasonable estimate projects a situation somewhat less restrictive 
on private credit w:i th a bit less :ir:flatior,ary p:::-essure. 

In general, the credit pict'.lre 100'.<.s ::easonably good for the 
private sector L1 1975 provided t:-:e s fiscal rJefici t does n<Jt 
cause extreme pressure on the Central Bank. 



:F.CBA.BLE 
(:millio::.s cf pesos bolivianos)Y 

1974 

I. Net Foreign Assets 2,700 

II. Net Dom Assets - 100 

1) Credit to Public Sector (net) (-50: 
2) C~dit to Private Sector (net) (-50) 

IlI. Currency Issue 

IV. Monetary Base 

v. 

VL 

l) Currency in Circulati~n 
2) Reserves 

.Money Supply 

Credit to Private Sector 

~~t. 

Reserves 

Assumptions 

:.eal GNP 

::.flat ion 

Ccr.stant Velocity 

~·~oney Mult. (l..15) 

'; = \l.15 x IV) 

.~/- ~s.~e -::-:: exchange $b 20.38 = us$ 1 

2,600 

3,450 

(2, 550) 
(900) 

3,968 

3,870 

(4.3) 
(900) 

_/L !2U. _1:t,._ 

.:£9.Q. 2,,500 -100 -
~190 t590 +500 

~650) (600) (4oo) 
\140) (90) (100) 

590 3, l.90 400 

.794 4_,?44 621 

(590) ~3, 140) (4oo) 
(204) (l., 104) (221) 

913 4,881 741 

877 4,747 951 

(4.3) 
(1, 104) 

1975 

+6"/o 

+17% 

197€ A 

2,4oo .:!QQ 

1,1~ +459 ___ 

(l 000' {300) • l I 

(190) (l.50) 

3,590 +350 

4,865 ..m 
(3,5~) (450) 
(1, 325) (28o) 

5,595 839 

5,€9E l,2o4 

(4 .. 3) 

(1:, 325) 

127§. 

+5'1: 

+l~ 

it.r'n 

2_.3_QQ 

l,64o 

1,300 
(34c) 

3,940 

~ 
(3,990) 
(1,6o5) 

6,434 

6,902 

(4.3) 
(l,6o5) 

YiI!.. 
51' 

l~ 

~l~~ 
~ (1) ~ Ii:'. 
.... .::::- Ei:i 
(T 1-4 C'll 

OMH 
.... '"'> M "=ti 

°'' ~ >Q 

.:::-
l\)O 
vu; 



L 

IJ. 

III. 

IV. 

v. 
VI. 

I. 

II. 

III. 

IV. 

v. 
VI. 

( l) 
(2) 

(1) 
(2) 

~~~ 

{l.) 
(2) 

MO.ST FAVORABLE 
(millions of pesos bolivinnos) 
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12:r11 ChnncE· 1!17!> 

Nt' I; l•'oreign As sets ?, ·roo.o 

Net Domestic Assets -100.0 
Credit to Public Sector (-50.0) 
Credit to Private Sector (-50.0) 
Currency Issue 2,600.0 
Monetary B&.se 3,450 
Currency in Circulation (2, 550) 
Required Reserves (900) 

Money Supply (l.08 x MB) 3,958 

Credit to Private Sector 3,870 
Mult. (4.3) 
ReHerves (900) 

300 -
?98.0 

(158.0) 
(140.0) 

598.0 

738.0 
(598.0) 
(14o.O) 

797 
1,032 

19B 
(1o8.o) 
(90.0) 

3, 198.0 

4, 238.0 
(3, 198.0) 
(1, 14o.o) 

4,577 

4,902 
(l+.3) 

(1, llfO) 

LESS FAVOHABLE 
(milllons or pesos4>uli viru1os) 

Net Foreign Assets 

Net Domestic Assets 
Credit to Public Sec1iu.i. 
Credit to Private Sector 

Currency Issue 
Monetary ~e 
Currency in Circulation 
Reserves 

Money Supply 

Credit to Private Sector 
Mult. 
Reserves 

MOST FAVORABLE 

Real Growth + 6'f, 

Inflation 141' 

Constant Velocity 

~ Ctm.ne;e !272. 
2,700.0 

-100.0 
~-50.0~ -50.0 

2,600.0 
3, 450.0 

(550) 
(900) 

3,958 

3,870 
(4.3) 

(900) 

600 

298 

~i~:8~ 
898 

1,198 
(898) 
(300) 

1;294 

1,290 

3r)<) 

IBs:..: 1•'AV0f<Alilli --
-i 61, 

+27% 

3,300 

.J:2!1 
{1o8.o) 
{90.0) 

3,498 
4,698 

(3, 498) 
(1, 200) 

5, 074 

5, 160 
n,. '3 J 

( 1, ~'Y)) 



I. 

II. 

III. 

IV. 

v. 
VI. 

I. 

II. 

III. 

IV. 

v. 
VI. 

RELATIVl!: UNFAVORJ·\BLl'; 
(millions of' pesos bclliianos) 

Est .. 
~~ Chan~ 

Net Foreign Assets 2, 'ZQQ. -300 

Net Domestic Assets :.J.QQ. l,QQO 

1) Credit to Public Sector ( .. 50) (900) 
2) Credit to Private Sector (-50) (lop) 

Currency Issue 2,600 '19Q_ 

Monetary Base ~z450 954 
1) Cur~ency in Circulation (2, 550) (700) 
2) Reserves (900) (245) 

Money Supply 3,96~ 1,086 

Credit to Private Sector 3,870 1,054 
Mult. (4.3) 
Reserves (900) 

MOST UNFAVORABLE 
(millions of pesos bolivia.nos) 

~ ·ch~e 

Net Foreign Assets 2,700 -600 -
Net Domestic Assets -100 +1,200 
1) Credit to Public Sector (-50) (1, 300) 
2) Credit to Private Sector (-50) (200) 

Currency 2,600 5<X? 

Monetary Base 3,450 1,200 
1) Currency in Circulation (2, 550) (900) 
2) Reserves (900) (300) 

Money Supply 3,968 1,380 

Credit to Private Sector ~ 3,870 1,29(} 

Mult. ( 4.3) 
Re"'erves {900) 

t1NCTN>SH'IKU · 
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I'!~(' (, (.1 f () 

!212 

2,400 

9QO 
(850} 
(50) 

J1300 

li, 395 
(3, 250) 
(1, 145) 

5,054 
4,~4 

(4.3) 
(1, 145) 

1975_ 

~J 100 

l.z400 
(1, 250) 

(150) 

3,500 

4,650 
(3, 450) 
(1,200) 

5, 348 

5, 160 

(4.3) 
(1,200) 

RELATIVELY UNFAVORABLE M<X;T UN~'AV<iHAHJJ<: 

Real Growth + 61i ... 61, 
Inflation +21" -t~>~ 

Constant Velocity 



I. Structure and Performance of Product Markets 

A. The General Pattern 
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B. Marketing Processes for Selected Commodities 

1. Wheat 
2. Corn 
3. Rice 
4. Sdybeans 
)., Potatoes 
6. Milk' 
7., other Commodities 

c. Marketing Costs 

1. Marketing Margins 
2. Transportation 
). Transfer Tnxee 

1 J • l!'actor Markets 

A. Seeds 

Bo Imported Inputs 

c. Labor 

' 
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'L'llJ<: A1>1~:y,uAcY or· MARK.We~; f\NJJ 1u:.:•rrumrr1 ON vl\c: lL.l'l'J r::~ 

I. THE STRUCTURl·; AND CONDUCT OF PRODUCT MARKE'l'S 

A. The G.eneral Pattern 

For the most part the structure of Bolivia'' s product markets is 
private sector oriented. Goverrunent intervention in the marketing 
systems generally have been limited to four types: i) attempts to 
administer prices (which has been discussed more fully in a pre­
'W:>us section); ii) direct purchase of commodities, particularly 
milled rice throue;h the National Rice Company and in 1974 a small 
pilot pr0ject for direct procurement of wheat; iii) public invest­
ment in selected processing facilities by the Bolivian Development 
Corporation - a state owned enterprise; and iv) regulatory measures 
usually directed at the processor level. 

Thus the aeric:D. tural sector generally o.n<l smn.l.L f'nrme rn ln 
pn.rtkula.r are o.coustomed to having to meet Lile risk~; or productiun 
fnllure::; and int'lation without non o.ssistruice. 'l'he :;y:..;l.em which 
has evolved involve::. i.;preading risk over more than one crop or live­
stock enterprises and, where possible, producing these crops in more 
than one location, and in maintaining a low cash liquidity level 
and inv~stment in assets which either increase or maintain real 
value ove1 time. The impact of this upon the product marketing 
system is evidenced by the rate of flow of farm commodities into 
the marketing system. Depending upon the storeability of the 
co:rm:nodity, generally less than 50% of that portion of the crop that 
is surplus to subsistence needs is sold immediately following harvest­
ing. Initial sales following harvest provides the im:nediate cash 
for family needs and repayment of other obligation. Thereafter, 
farmers sell the remaining portion of the marketable surplus as 
their need for liquidity occurs. Interim storage is almost alway:;; 
on farm. This accounts for the relatively even flow of small lrJt::> 
of storeable commodities into the marketing sy;~tem ov<::r a lr,n1: 
period following harvest. Funds in excess r;f' faml.ly CJE!r:.:dr; :,_rr; 

invested in livestock whrh is one of the medw.nicmCto bF:dJ'.'.'.'; 1J.f.~11ir1:;t, 

inflation in the rural areas. 
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The typical marketing pattern for most of the commodities signifi­
cant to this project is through country fairs. Relatively few comw 
modities are pur~hased directly at the farm. About ~ of all farm 
commodities produced in the small farmer sector are taken either to 
the local fair or to a larger fair some distance a.way. The lare;er 
fair is often used by local farmers as a check to a1~cert11in whr:Ul' r 
the prlce he has been receiving a.t the local i'air ir. e1~11itnl1JJ: 1lnrl 

rensonr1.b I e in the broader market context. 

Locnl fa.irs are tied together by an inf'orma.L network crJmpr i Gcd 
of country assemblers (most often women), truckers who buy rm their 
own account, or wholesalers who buy from a number of local fairs on 
a regular < r irregular basis. The fair mechanism, as well as the 
central ma1 .'et facilities in urban centers, are relatively ll!lsophisti­
cated open a·r sites or sheltered facilities where buyers can meet 
sellers direc. :ly and inspect the commodities they are lJ..lyinc:. No 
storage or pl 1cessing facilities are available at fair sites and 
commodities art: sold on an as-is where-is basiG with rio 13.tternptG 
to standardize quality or estal:lish price on the basis of grade. 
The rnnny small lo~s assembled at the local fair are segregated by 
quality and concentrated as these commodities move from the local 
fairs to larger fairs, then to major consumption centers where they 
may move into processing channels or be sold to retailers for 
ultimate sale to consumers. Ovmership changes often in thic mar­
keting system, and, given the large number of tuyers and ::;el lerc:, 
competitive forces usually govern the mar kc t. I'rice:: 11rr~ ck t<: nnin1:rJ 
competitively but are strongly influenced by Leve L::: c: l,r,L iJ ::h<:1J lJy 
government price policy. Increasingly, the :.:y::t<:m L: er irni 111~ •l!J'lcr 
more W1iform regulations with the leadership in tli i.c ef['<Jrt l1(:fo(', 

taken by the central government. 

Tl1.::: marketing system described above is C:),..,:ed and operated by 
the private sector and subjected to various forms of interno. l MU 
local government control. While the bulk of products from the 
small fanr sector is sold in this manner, some products may al::0 be 
sold at :rea 1side to truckers or itinerant buyers or directly tv 
processing plants, e.g. flour mills, slaughter houses, etc. In the 
latter case, hawev~r, commodit:i.es are marketed in somewhat larger 
lots than is typical of the small farm sector. 

The above described system is typical of the way most crops move 
through the initial marketing phases. The fair system is relevant 
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to all of the crops which will be addressed in this project with the 
exception of rice. Rice marketing usually involves greHter purti­
cipntion of the fa:rmer in ini tfo_l mill.inc; proee::;ses and Lu nc­
complished through the National Rice Compa11y (l~NA). l•'urther tlctnils 
of this process will be discussed below. Beyond the itd t,, i.1Ll phn.nc 
uf mrtrketing ea.ch comm.odity tends to have itr. own di:::tinc!, mark('t 
r.ystem which is dependent on the nreu where Lhe eommodlty :l~; l~rown, 
proceusing requirements, storability, u.ltirnute utllixutlon :t'.'11 other 
ractors. These process will be discribed for selected commodities 
below. 

' B. Marketing Propesses for Selected Commodities 

Wheat. Most of the wheat grown in Bol:via is stored and consumed 
on the farm where it is produced. It is estimated that only 
10,000-l2,000 of an estimated 65,000 to 70,000 is milled commercia.lly. 
Wheat which is marketed is usually transported by the farmer to local 
fairs where it is sold to assemblers, or less cften sold directly 
from the farm to assemblers who pick the wheat up at the farm gate. 
'frarn:portation of wheat, like most other products, is by truek. 
Est l.nmtt•d l'rdght rates by truck between mu,jur tenninulr. are ::;howri 
ln 'l'11ld1· l . Considering general rond ('(mdiLiun::;, the c·<J:;f".:; r,f' 

trruwport1Ltion seem reasonable. Also, prcviou:; ;.tudi<'::; hnv<~ ::h1Jwn 
l.hat. the eompetitlon between truckers i:: hi.gh a[Jd :;rime tr1wk1:r:: !'rd l 
to eover thelr fixed costs. 

Assemblers may, or may not own a truck but they normo.Lly have 
portable scales and bags. They sometimes provide some credit nnd 
other services to farmers, but the extent of these nctivities is nut 
known. The price of wheat sold at fairs is estimated to brin~ a 
4.5% higher price because of the greater buyer competition, as well 
as the fact that assembler transport costs can be reduced. Control 
of weights is also thought to be better at the fuirs. 

Assemblers resell wheat to flour mills, chicha (a local beverage 
similar to beer) producers, mote (similar to-hominy) producers and 
others. Wheat sold to flour m.ills is graded and the price is based 
upon moisture, extraneous material and test weight. Flour mills are 
obligated, under Bolivian law, to buy all local wheat which is 
offered for sale and pay immediately. Wheat marketed at the flour 
mills is milled and distributed in the form of flour to ho.kers or 
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TABLE l 

UNIFORM TRUCK TRANSPORTATION RATE SCHEDULE 
FOR THE TRANSPORTATION OF COMl>K>DITIES WITHIN 

BOLIV,M AND FOR EXPORT, 1974 

Cost per Co;:;t per 
Cities Serviced 101.4 lbs. M.'l'. !Ji 3 t1.1.nce 

Pesos Peso:.; KM~. 

l.Jfl Pnz - Dam:.!i Cruz ?.7 .00 '.)<)'(.Bo 'J)) 
!,a Pm-. - Cochabamba 12.00 ;)6o. HO l11 J! l 

La Pnz - Oruro 7.'JO l(ij.00 ?jO 
La Paz - Potosi 19.00 ~13.00 5'(11 
La Paz - Sucre 22.00 478.20 74o 
La Paz - Tarija. 33.00 717.30 952 
La Paz - Camiri 44.oo 85f .50 l,2ll 

Cochabamba - La Paz 12.00 260.8o 4o3 
Cochab&mba - Oruro 9,99 195.60 228 
Cochabamba - Santa Cruz 17.00 369,50 500 

Oruro - La Paz 7,50 163.00 230 
Oruro - Cochabamba 9.00 195.60 228 
Oruro - Santa Cruz 26.00 565.20 728 

Santa Cruz - La Paz 27.50 591.no ')()!, 
Stll1ta Cruz - Cochabamba 19.99 36'). '.)0 )()Q 

Dantn. Cruz - Oruro 26.00 36'.J. ~J() ?~ 1 11 
Santn Cruz - Sucre 18.oo j<J_L. 30 {,()i) 

Santa Cruz - Potosi 26.00 565. ;io Tf4 
Santa Cruz - Tarija 40.00 869,50 l,l?O 

La Paz - Materani 15,222.00 330.48 (;6) 
Oruro - Matarani 22,484.oo 532.26 884 
Potosi - Ma.tarani 35,471.00 771.12 i,oe4 

Matarani - La Paz 27,870.00 605 .88 665 
Matarani - Oruro 35, 471.00 771.12 884 
Matarani - Potos! 44,333,00 963,90 l,084 
Matarani Santa Cruz 49,4o7.oo 1,047.06 1,584 
Matarani - Cochabamba 38,005.00 826.20 1,048 

SOURCE: Ministry of Transportation. 
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other manufacturers who pick the flour up at the mill. !3yproductti 
are usually sold at the mill to farrr.ers or truckers who resell to 
farmers. Market outlets for byprodacts appear to be good. Little 
flour is sold for family use in as much as little home baking is 
done. Marketina of wheat for other purposes \chichu, mote, etc.) 
is not well developed because of the small quantities :;old nt u.ny 
point. 

Wheat storage is primarily located at mill sites where 3'7,500 metric 
tons of storage capacity is reported, This appears to be adequate 
to meet any projected increases in domestic production. Installed 
capacity for milling of wheat is currently about 120,000 metric tons 
annually with current milling from domestic production limited to 
less than 10,000 Mr. The remainder of dorn~stic production is either 
consumed on farm, processed through country mills or used in the 
manufacturing of 11 chicha11 or other locally processed products. 

To the extent that domestic supplies were to increase to near milling 
capacity, this would necessitat.i: a shift in thE import mix of wheat 
and wheat flour. In other words, millers wou.ld grind domestic wheat 
first, import additional wheat up to milling capacity and import 
flour to meet the balance of domestic consumption needs. 

Corn. Corn is a trad.i tiono.l crop in Bali via aud ir; u:..;L:d ro r 
human food and animal feed. In general, the hurd corn varletie0 u.re 
used for feed and soft corn iG used for human food. /\bout 11 )1, or t.otal 
production is used for human consumption with the srune amowi t beinr, 
used for animal feed, Some corn is ground in small mills ar,d sold 
for 'mman food. Human food uses include the use in soups, hominy 
and a hot break.fast cereal. Considerable corn, perhaps as much as 
15-203 is used in chicha production. 

Corn prcduction is not connnerciaiized, so the problem of marketing 
is similar to the marketing of wheat in the traditional areas. Most 
corn is stored on the farm until sold to assemblers. Assemblers buy 
corn from farmers at country fairs, or less often at the fann gate, 
and transport it to urban markets. Obviously, considerable off farm 
storage exist~ but no data is available regarding the extent or 
location of this storage. It is probable that it is scattered widely 
and is in small units. 

As with wheat, transportation of corn from farm or fair 
sumption centers is by truck. Movement of corn from :..;trJr11.ge 

to cori­
to pu in l, 
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of utilizo.tion has not been doc•Jillenteu. It probably remuinc large1t' 
in the hands of assemblers unti~ it is disposed of at retail marke~, 
animal production farms, feed mills and processors such as chicha 
producers. Corn differs greatly from wheat in that most of the 
wheat is disposed of at the limited number of flour milis which have 
a fairly large amount of intema..l storage. To the extent that corn 
is milled, it is used mainly as a livestock feed. 

Feed milling capacity in the country consists primarily of many 
small village type mills scattered throughout the area. Best 
estimates are that less than 50,000 metric ton capacity exists, 
mostly in small units of less than 2 tons per day capacity. Sirnilarr 
ly storage facilities for corn are limited. The only Y.n0vm corn 
storage consists of five small silos with n capa.r' i ty of R.Y1(JUt lT) 
tons each, While no doubt other f'n.cLl it i <·:· nre ur;ed ror f·orn :;Ltll'tl.{~l', 
much of tldu i::; of a tempornry ntLture 1.1.11<i inadetJU1ll.1· 1u1d 1111•ffil·i1·11I; 
111 tcrmn nf' loLwcn and hn11d.ll1tg t'Cf]lil rcme11L::. l I; i :: <~::I, l1r;11.tt ·I l,l11d, 
nt .leA.f~t 50,000 m~tr:lc tons ot' nutlU .. lonu.l 1)J' l'n ... 10 ::t,or1.1.gc 1r: JH!(:Jcd 
to ader1uately handle current ::upplics. 

Corn prices have varied widely from year to year and location to 
location. Considering the tonnages involved, and the lack of adequate 
facilities, the marketing of corn is a greater problemthan the market­
ing of any other grain. It is evident from the price variation 
experienced over recent years that improved storage and marketing 
facilities would contribute to a more stable production, greater ef­
ficiency and improved prices to producers. 

Rice. Rice production is concentrated in the Santa Crl!Z area 
and the production has shifted in recent years from large to smaller 
farms. The last significant import of rice was in 1962 and since 
that da"i~e production has been great enough t:~ ·upply local demand 
and some occasional export. 

C•lrrently, all rice i::.: marketed thrrJ11f_'.h ttir: l!t.i.l,i 'A:'.d fd r:r; ';r,,rr.v~r.J 
(F ... NA) which purchase::: mill{;d rice from prlv1J.l,1; 1,_nd ''.'1'1J1':r11l,h•: r·i· ,. 
mills. Marketing of r:i.cc from the mrml.I f'ann : 1·r:tr,r r•1,ril.ir11J•·: 1,., 

fc,llow r1. traditional markctln(!, cyntem. 'I'hn:r: 1~<!111·r1u t..yr::H::· pr•:·11d I: 
l) the farmer may sell to an assembler i.1.t the ru.nn. 1''r<!r1w nl, I J: 
credit advances are made by the assembler to f'iri:incc: harvcr.t i111~. 
The farmer then is obligated to sell to the ac~emblE'r who <;!i'(:t·:; u 
lower price and thus exacts what are probably us·J.rious intere::.;t 
?:ates, ii) the farmer may transport rough rice to the mill and ~ell 
directly to the mill or to speculators. The rice is then dried to 
an appropr·iate moisture level usually on patios in the sun before 
milling, iii) the farmer can talce his rice to the mill, te."ld to the 
drying himself, have it milled nnd then sell the milled ric·e to the 
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com: i ttcrable umount of tim(~ nt the milJ. wni t I rw l'or dryl11v. ::prwc ·, 
tcndlng the grnln during drying and waiting for it to lie mHlcu. 
The totnl we.it involved may run into weeks. 

Be~ause of the difficulties which farmers encounter in trying to 
maintain title during drying and milling, he frequently prefers to 
sell paddy rice to an assembler or speculator at 30-4o% less than 
he would have received if he had maintained title until the rice 
was milled. 

The new 27,000 T. bulk facilities for l".Ough rice constructed in 
1972-73 by ENA in the S~nta Cruz area provides a very attractive 
alternative to this system. The farmer now is able to deliver ro1J€h 
rice, have it graded and receive payment. ENA then dries, mills, 
and stores the rice,and t-ransports it for storage and resale in 
ma,jor con;;umption centers. 

1 t 1fl cli fficult to store mi.L.l.cd rice in Lhc ;:ard;a Cruz at·e~L 

lieeauf~t! ot' high humidity aml inuc<·t1.;. Mo::t rt(·c: i:~, Llu·r<·l'nre, 
truns1x1rted to higher elev1.1tlonc n:.; :~0011 a:.; p11:.;~;lhl.c. 'l'rnnr.portn­
t:i.on ls by trllck. ENA sell::; milled rice to who.le:.;aJcr~:, act:..: u.:.; the 
sole exporter and has also established retail outlet::; ln major 
consumption centers. 

There are 37 rice mills in Bolivia, Twenty eight are located in 
Santa Cruz with a capacity of about 15 tons per day; seven in 
Cochabamba with an average capacity of 4 l/2 tons per day and two in 
La Paz also with a 4 1/2 ton daily capacity. Yearly capacity is 
estimated at 83,000 MT for 200 ten hour operating days b11t this 
could be extended to accomodate any increase in production by 
increasing the number er length of work days, 

The mills are privately or cooperatively owned and arE: <_:'iUipr~'l 

maialy with machinery of Brazilie.n manufact11rE: wi. th r11U,c;r h•.tl l 1 : r:. 
and Er:gelberg type polishers, ENA has ar, emplr,yec al~ <:1v;t. rr: i J 1 1,1, 

purchase rice. Many of these mills have fJ. f,IDh l.J ::VJTfJ.{l/: r::1.vi.':; 1,_., 
or erect temporary facilities until the d <:<:: i:: rn il.l<:'l 11.r11J :;r I 'J. 

I .. ortunately the rice harvcstin{~ ceuson c<.,lnr;irl<:;: wi IJ1 ''· pr;r;,,1; r,f' 

relatively little rainfall in tht: ma.jar prr1dur:ti'JC1 1J.r':!1.::, /1q ii :,j1.11-

ally, some rough rice is stored on tht= i'~trrn tJ.nd d<: l l v<: rr:d ih mil!:: 
later on. Full.y adequate storage fa.cili tiE::f~ fr_,r rlcr~ ru·e lh>ii t•. L 
In addition to the already mentioned 27, 000 MT stor1.1.ge fe.dl:' 11y 
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for paddy rice in Santa Cruz, F.NA also hns ;?2, 000 Ml' or ren LcJ. 
storage capacity for milled rice in Cochabamba. and seven u th er 
locatio~s. All of this is bag storage. While current rice storage 
capacity is marginaJJ.y adequate, additional investments in improved 
facilities especially at the cooperative mill sites is needed and 
wouJ.d undoubtedly reduce marketing losses and increase E!'ficiency. 

Soybean. Soybean production is relatively minor compared to 
other crops grown in Bolivia, However, production is increo.r:ine; 
:-.;ignif'ico.ntly each year. Demand for soybean product£ nppeurc to be 
lnr(.l;e, judged by the volwne of vee;etable oil consumption which 
currently is satisfied basically through imports at the preBe11t time. 
l~urther evidence of this is found in the high prices that the live­
stock industry pays for high protein feed. Soybean oil, of course, 
has competition from other oilseed crops but is a much more 
efficient crop to process, and provides a higher efficient source of 
protein for animal feed. Oilseed processing plants are located in 
Santa Cruz and Cochabamba with a total capacitv of 67 metric tons 
per day. Limited storage capacity is available. These mills are cur­
rently operating at about &J% capacity and managers have indicated 
difficulties in obtaining working capital. An additional 50,000 MT 
of processing capacity is under construction and should be operative 
by January 1976. Given projected increases of oilseed crops, current 
processing capacity should be adequate throughout the life of the 
project, although given the importance of controlled stora.e;e for 
soybeans, it is likely that connnercial credit will be required tG 
pe:nnit processors to acquire inventories at harvest time und hold 
storage through the proce~rning cycle. 

llotatocs. Potatoe, whiclt i:..: the mur~t .impurL1.l.!1t crrJp 1Jn1rl11cE::d 

in Bolivia is grown widely throughout the vaJ.Lt:y 1u1u Ill tip.I 1u1u 
regions. There are many varieties of potatoe::; some of whid1 itrt: 

adapted to specific production zones. Other reL1tteJ tuber crup:..: 
such as oca and papa.liza are also 3rown widely but in smll.ller 
volumes. Potatoes are stored on the farm and move 1D market :in cmall 
lots. Potatoes are generally transported in bags from the fann to 
local fairs by draft animals. They are sold there to assemblers 
who tran3port them to central markets where they are wholesaled to 
small retailers. For the most part potatoes are sold without regard 
to grade or uniformity. 
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~:0rne po tu toes which cut mot be sold or :; to red fl1r J.011g pc rlod~ 
nre processed into chuno and tun ta. in n nlcr L1' 1n:·<~:;c rve thmn. 'TlH·ne 
products a.re local versions of freeze d r i cd nrnJ ev111Jorntcd prodU<'. l.:; 
which have been produced for centu.liea iu the fuuleo.n region. 'fheue 
products are marketed similarly aEl are fresh potatoes. 

No information is avo.ilable on the volume of 011-f'nrm or ul'f-l'ann 
potato storage. However, given the large number or potntoes producers 
and the predominance of small lot marketing, it is believed that most 
of the storage is on farms where holding losses are probably signi­
ficant. 

Milk. Most of the milk which is produced in Bolivia is consumed 
on the farm, however a number of small comr"ercial milk producers 
operate near urban centers. Milk marketing in Bolivia takes two 
general forms - primitive and modern. The primitive system is 
utilized largely in small urban communities outside the ~ajor popula­
tion centers. Raw unpasturized milk is delivered in bulk directly 
to homes in accord with J;!'evious agreements with respect to quanti­
ties and price. Generally auch marketing is done by t~e producer 0r 
his family, In arena more remote from urban marketn excecc milk ir. 
processed into cheese and then transported in L~mall lot::: to 11rhari 
marketB. 

Modern milk marketing is through two Ju.r11,t: Ja i ry prtil'e;:;: lrig 
plant:.; in Cochabamba and La Paz. The:.;e pl.ai;t:; excercil3e :.;tl rr 
quality control on a.ll. milk receipts which are delivered to the 1J.ia11t 
either by the farmer himself or by a contract trucker or are collect­
ed by milk trucks owned by the factory. Milk is purchased on the 
basis of butterfat content and weight. Raw~~~ is pasteurized 
and packaged in small plastic packages and distributedto retailers 
and delivery outlets. Some milk is processed into butter. Current­
ly Bolivia is self sufficient in butter but still finds it necessary 
to import powdered milk to be reconstituted to meet the dena nd for 
whole milk. Processing capacity in both plants appears to be adeq••ate 
to handle considerably larger volumes than are currently being 
processed. 

Other commodities. The food industry and ma.rketing mechariism~ 
for fresh and semi-perishable vegetables and l'ruit are :::ir;nificHnt 
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cmp.l.nyer:; of labor throughout l3oliviu. ('<Jm.:ioJ.lt.lcG tLre 11uld t'r-um 
the f'nrm in small lots, concentrated into t:'.'uek lot.r. for tran:~purL 
to consumption centers, w'holesELl.ed to small vendors and retailed to 
consumers in small lots, but a sig;1!ficant share ~s also sold direct­
ly in retail markets almost always by fa.nn women. Livestock are also 
marketed through the :Lair mechanism although usually they will be 
sold at special livestock fairs which may be held less frequently 
than the other fairs at which a more general line of products is 
traded. Poultry and eggs, like vegetables, a.re often retailed 
directly by farm women. 
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There is relatively little reliable information on the cost and 
efficiency of rnarketlng of the major commodities produced in Bolivia. 
Conclusions can only be inferred from comparison of observed prices at 
various points in the marketing chain· on the assumption that the competitive 
nature of markets will equate price margins with real costs. Available 
dRta indicate that on the average, farmers are receiving from 4o to 50 
percent of the consumer's expenditure on those commodities consumed in 
the major consumption centers. These statistics apparently do not reflect 
transport costs from the fa.rm to the point of the first transfer of owner­
ship which usually is borne by the farm«~r. Most farm prices are calculated 
on the base of the consumer price in La Paz less handling costs and lr_,sses. 
The fa.rm price for potatoes, for example, may be 60 pesos for VJl.4 lb~;. 
at the regional fair, 93 pesos at the wlDl.esale market in La Paz and l'iS 
pesos to La Paz conswners, The following table indicates the avcraw.: 
frunily level who le sale and retail. prices for s1: la;ted eommoui tieH rc,r ti 1<; 

per loci 15X19 to 1973. F'or these commodities anc! most other::: for whier1 price 
dntn nre avnilo.ble, :fnrm prices huve risen more durini~ the five ye11.r p1 ·riod 
1969-13 than either conswner prices or wholesn.le prJ:::e:.;. 

Average Prices of 0elected Agricultural Comruodi +.ies at the F'nrm 
Wholesale, and Retail. Levels, 1969-l'.1 i3 

Commocity Farm Wholesale Retail 
Price 1/ Price 11 Price 1/ .. 

Dn'T~"'tences 

Percent Between 
of' Farm and 

Pes·:) Index Retail Peso Index Retail Pe:::o Index 

C'ul:>a.'1 Yellaw 1969 16 1.00 34 41 100 31 !;7 l"YJ 
Cor:-: 1970 14 87 29 40 ")7 35 li;, ir)i 

1971 15 94 25 37 'lJ 111; L ; 
,I,) l ~,( 

1972 24 150 44 111 lf}() j0 ~)1 l 1 · •. 

1973 48 300 c- ..... ;_i 74 1!;0 11~1 ') J j 'Jh 

Pot::i.toes ic;:,9 l+o 100 4B 64 FY: 11l1 I' Ii 'I}() 

1970 40 100 46 64 LO<; 1rr 1~· 1 1011 

1971 !K) 100 59 63 9B 5'J '.J'.J 11:· 
1972 50 125 49 63 98 4'} ,,, ' J ,): .1,.. 

1973 60 150 46 93 145 46 Ir/ .le•( - , 

~l<iheat 1959 
I ,... 100 45 Bo 100 56 102 4o l' i0 

1970 l«) 100 46 98 a·~ 53 OQ ;1 ,I I _,; 
1971 46 100 46 70 87 53 99 97 
1972 49 loS 52 69 86 t~5 94 
1973 100 217 85 97 121 18 118 1 . ."~ 
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As previously shown, j:;re..nsport costs from and bctwl'c.:n the mn,j11r 
concentration points in the country are a function of distance nttd the; 
level of utilization of equipment. The transport system haa ndoptetl 
fixed freight tonnage rates for most commodities between major consump­
tion centers. The cost of transporting cattle is on a per head basis. 
The variable freight rate system utilized in the country side has not 
been formally studied but is reflected in the residual price received 
Ly farmers at the country fair point. Given the competitive nature of 
the trucking industry, and a gene~ally adequate inventory of rolling 
stock, trl'lllsportation is not seen as a particular marketing constraint. 

3. Transfer Truces 

A multitude of taxes are imposed upon the food industry throUJ.~h~ 
out the marketing system. If the farm wife wishes tr, sell her pr0duce 
a.t thC' local f11ir, she often has to pay A. fee to the Lucul mnrkd. 
Hutliori tie a. n treet vendore are chnrged a rec:, dnl ry product. 1U ut rj -
butore pA.y fl Cee, country neoemblera pA.y l"I. l'ee, ru1d prt 1ccu1d 111< p I n11t11 
11re cho.rv,~d f'~t:e. 

The published tax rate schedules fur tile variou3 munlelp:tll tJ l't; 
indicate a variable rate based upon the day of the week. 'fhuG, vcndorl:, 
country assemblers, wholesalres, processors and so on, if they participate 
regularly in the market, are charged on an annual basis. Irregular par­
ticipants are charged on a daily basis in many markets a variable 
rate as a function of the day of the week. Each market has its own 
fee schedule for ~pecific products bought and sold on that market and 
in many cases the fee schedule is based upon quality of the product sold. 

Internal custorus charge fees for commodities moved between 
markets end a fix rate is applied to each commodity group. Road check 
points are used as revenue generation mechanisms by local corrununities and 
agencies of government. In spite of the large number of small levies 
which may be assessed at various points in the marketing system, the 
aggregate cost of such marketing expenses is small and the impact fallc 
fairly evenly on all commodities moving t-hroueh the market. Without 
more careful nnalyeis of relative price and eupply el1J.etic:itiu; it le 
difficult to determine whether the impact oe thtr;t: 1;riot,1; in lJ<,rr1t; t,y 
the producer or consumer. At any rate, it ir, b•:llc:vcd t;hrit uucli crint,u 
have little effect on the allocation of resr,urcea IIDllJflP, competirw 
enterprises at the farm level. 
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'fhe mnrlrntlng ~ystems dm1crlbed al.Jove hi:;torlca.lly huvc l1e<.m 
mtequa.te to ptore, transport, process and dlstrluute o.c;ricull,uru..l 
produce to consumers with reasonable effectiveness. Pant :::ectCJr 
performance indicates that year to ;'ear production increases or up 
to ten or fifteen percent can be accomodated. While it mm;t lie 
acknowledged that for several couanodities some problems with respect 
to storage and intermediate processing capacity do exist, in genero.J. 
these constraints are not so much constraints on physical capacity 
to handle increased volwnes as they are on efficiency. To be sure, 
marketing losses can be reduced, and costs of storage and transfer 
can be lowered. While it is recognized that investnients in improved 
market facilities are needed and would impact favorably on all 
segments of the agricultural system, no specific reconnnendations can 
be made with respect to type, volume, or locatiori of additional 
facilities without more detailed analysis and feasibility studies. 

As a general proposition it may be concluded that the private 
transportation system is sufficiently respom• i ve to ae;ricul turnl 
sector needs to move the additional volumes 01' pl'oduce which fl.re 
cxpceted t.o be generated by this project l'rom lo('fll 1L::1H'mlJL.Y polril;:: 
to central markets and processor faci.Ll til::..: 111 a Ltm<: l ,y rnru111c r·. 
Again the conclusion of physical adequacy mu:..:t be I envened 11.v l,,lte 
need for improved efficiency. Though, it is ax i.omntic thut o. more 
extensive road system, and irnproved standards or exlsting roads would 
have a favorable impact with respect to a large number of farmers 
for whom access is now a limiting consideration, lack of transporta­
tion infrastructure or facilities are not seen as effective 
constraints to the successful utilization of funds provided Wlder 
this project by the target clientele. 
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Concerning agricultural inputs markets, three gene~al classes of 
production inputs need to be considered here: seeds, imported agro­
chemicals, and machinery and labor. 

A. Seeds 

Generally, for most of the commodities which will be addressed 
by this Project the supply of seeds is adequate to meet demand. Most 
seeds utilized by the small farm sector are of the indigenous variety 
or are from improved stock which have been imported in the past. 
Improved wheat varieties are being produced and multiplied in Bolivia 
by both the National Wheat Institute and the private sector. The 
M1nistry of Agricultl.ll'e also has a small program to produce improved 
seed varieties for a number of crops. Seed for crops such 11.s vel:';eto.bl.c:n, 
soyheans or forage crops may have to be imported in small voJurnen an<l 
subsequently multi plied over one or two 11ea.sons in Bali via. The conum! r­
cial market for seeds is not well developed o.s most farmers produce 
their own or obtain seed from neigbbors. In generat, however, lack of 
seed is not seen as a major constraint to increased production although 
a greater effort to distribute more improved seed type would undoubtedly 
result in some increase in yield. Efforts alone: this line will be under­
taken in cbnjunction with AID's other agricultural assistanc~ efforts 
under the Ag Sector Lo~n and technical assistance project. 

B. Imported Inputs 

All agrochemicals and most agricultural machinery a.re imported 
into Bolivia and hence, conceptually may be treated jointly here. No 
reliable data is available on the quantity of agricultural inputs imported 
into Bolivia although estimates for 1972 indicate that the value of same 
were $ 5.6 million. Farm machinery accounted for over 60 percent with 
the remainder being comprised of fertilizer, seeds, insecticides, live 
animals and veterinary supplies. Fertilizer imports are currently estiIT.i;.tr;:rJ 
at about 5000 MT annua~. 

Virtually all of the modern agrict..l turn..l inputs H.rt 1rnp1 .rtc:d t•.f 
corrunercial importers, some of which hlindle only orlf' 1Jr two i tc:me 1a1d r1thr·rr: 
which handle full lines of inputs including vc1~ctable nec:du, t1J().11.:, r1J11chJ 11c·ry, 
fertilizers, herbacides, i1,sect1.cides and veterinnry drUJ!,s and vnccinei:;. 
There are probably no more than five or six large importers who hnndle 
full lines for distribution on a nationwide basis. There are at least 
26 commercial importers of fertilizers, 24 of pesticides, and 29 of vete­
rinary drugs and vaccines. There are also a considerable number of 
importers who import.only seed, farm tools,machinery or feed concentrates. 
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'l'ht dhtrlbution syotE"n1 fur mn.ior pt·oducth111 inputt:1 ,.~('f\l'l'nl.l.y 
consists of the importer' 8 main office and auppl.,y outlet in l.11 Pm~, with 
branch offices and supply outlets in the capital cities of the prlncipnl 
agricultural departments throughout Bolivia. For some of the larger 
cities in the outlying areas importers maintain branch sales outlets. 
However, the sales in the out:cy-ing areas are handled mainly through 
assigned agents, distributors, redistributors, cooperatives, and associa­
tions such as the rice and cotton growers association, and some sales are 
made from consigned stock. Sales are also made directly by salesmen-cum­
agriculture extension agents who are direct employees of the importers. 
Some sales are made in isolated areas through a responsible person in 
the community who acts as a consif .ee to receive shipment and send payment 
for a single delivery only. 

Both MinAg Extension agents and the sales-extensionist employees 
also tend to support the distribution system by helping farmers to locate 
and use inputs. For example, in the immediate Cochabamba area, there 
are seven private sales-extension agents employed by the private sectcr 
distributors a..nd fifteen Min.Ag extension agents. In addition, some 
coopertttivea have asr6nomoa who act as extension agents for mernbero of 
tho Coop. There are also a number of extension 11.gcnta wl1c1 1trf-! 1trHH1el11.l-.Pd 

with forel~ri orv.a.nizntions nnd mia uion ~~ruupn. 'I'heae l'tp,entn hnvc r.on­
tributed to increased marketing of inputs both u.e n reoult ut' vrov ldlrw 
technical advice on the use of inputs and also in assisting farmers to 
locate sources of supply. They are also useful in helping distributors 
to locate potential buyers for their commodi ... tes. 

The commercial supp:cy- houses are quick to respond to increased 
demand for inputs by the farmers. An example of this occurred last year 
when farmers i~ a valley area some 250 kilometer.:.; from Santa Cruz planted 
500 hectares of tomatoes. Several supply stores inunediate:cy- moved into 
the area. Currently, there are at least three major supply houses plan­
ning to open additional direct sales stores in Tarija this next yea:r 
due to increased demand in that area. On the other hand, the commercial 
sales houses are just as quick to close out unprofitable outlets if sales 
volume cannot be maintained or does not develop. An example of this 
is in Montero where several stores have been closed down in the last 
five years, because the demand simply did not develop as expected. 

Reasonably acctlrate demMd forecnettrw in po.rtic!ult~rl,y c:rlf,Jc·1LI 
for inputs such as agrochemicals, veterinary nuppUcn 1..1.nd B':ed; J'tir IJU<!ll 

COJ1Dl'lodities have a limited shelf lif'e and c11nriot; be nt<irerJ heyrmd 11. 

period of a few months.· Importers a.re al.moat 11.lw1yr: wont tr, err <m 
the conservative aide rather than end up with inventories which have 
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lost their potency and cannot be sold. This tends to work against the 
interests fo the small farmer since he basically can buy only from spot 
stocks while most of th~ larger commercial operators are members of 
cooperatives or produoer groups, such as the cotton associations which 
contract directly with the importers for the needs of their members on 
A. yearly basis. Furthermore, for most importecJ. products there iu a 
lead time involved of at least four months from the dnte llf order t<J 
the time ·when the product is reacy for sale to the fnnners. Thi:; Lonr.; 
lend time makes the forecasting of demand especinll.y difficult for the 
importers at the time they must place orders. Jn 1974 the forecasting 
was further complicated by the world energy shortage, which made it 
necessary to sign advance contracts for products that were daily increas­
ing in price. In at least two cases (Casa Bernardo for insecticides 
and herbicides, and Grace & Cia. for fertilizers) foreign suppliers are 
just now, in November and December, making delivertes on contracts which 
were signed in December of 1973 for April and May 1974 delivery. The 
reason for the delay was that many factories were not able to obtain the 
raw materials particularly petrochemicals which are basic inputs for 
those products. However, as of the time of this report the energy crisis 
has eased considerably and suppliers are promising normal delivery 
schedules for 1975. By far the most important factor to be considered 
in forecasting agricultural input demand is credit availabi.li ty espe­
cially for the small farm sector. If credit is not nvaila.blc wh<'n it is 
needed, the small farmer just cannot buy such lnputs n.s fertil.izers 
and pesticides. Therefore, the amount of available small fnnncr creo1 t 
muot be known ahead of time so that the importers cun consider tide 
when ma.king their yearly contracts in December for delivery the i'ol 1 ow­
ing year. 

Demar.d forecasting by importers has been f'urther complic<i.ted 
by the increasing farm labor costs, making the use of products such 
as herbicides nruch mo=e desirable. Another factor that is having an 
effect on the use of fertilizer, particularly in the Santa Cruz area, 
is that, historically, the farmers have simply cleared more virgin land 
after four or five years whP.n the previously cleared land lost most of 
its fertility and production dropped to a point where planting was no 
longer profitable. Today, most of the land adjacent to the existing 
rural road network has already been cleared, and it now becomes a matter 
of either fertilizing or clearing land some distance away from thE: roa.d. 
Use of moderh inputs such as fertilizer and pesticides can therefore 
lead to more stable tenure relationships. 

Another' development which makes forec11otin~ diffkult 1 ll tl!1d; 
in 1974 agricultural inputs costs increased nt n. much fe.otcr rntr: l.J11u1 
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agricultural product roa.rket prices. Thus, in rna11y IU'ens fnrmcrs are 
beginning to wonder seriously whether they will be able to invest in 
fertilizer at current price and get their investment oack from increased 
production, at today's market prices. This becomes even of greater 
concern when consideration is given to the fact that sometimes crops 
are lost due to circtAlllBtances beyond the farmers' control. 

Input-output price relationship for most imported factors of 
production suggest that adequate incentives exist for more intensive 
use of variable inputs at the current margin of use. Under normal pro­
duction conditions, farrners can expect to receive adequate returns to 
a.111lost all purchased inputs. However, input-output price relationship 
for fertilizer and certain other agrochemical inputs are less fav0rable 
now than they have been previously (over the period of 1968-1972 f0r 
example), and farmers with a history of a high variance in yields will 
and should be much more cautious in their management decisions tu uae 
high cost agrochemical. inputs at present price r11ti os. While price:n rJf 
other inputs - such as hired labor, improved seed varieties, better 
livestock strains, irrigation facilities, selected tylics of mnchlnery 
and other management techniques, have increased, liif~hcr product pr lees 
have served to maintain and in some cases enhance the fensibility of 
using such purchased inputs. With the possible exception of reduced 
incentives to fertilizer use on cereal crops, we do not see W1favorable 
factor-product price ratios as being a constraint to continued use of 
purchased inputs for production of the commodities being contemplated. 

Adequate information with respect to demand projections is seen 
as the major fector which influences the volume of agricultural inputs 
which are imported. .---ccordingly, improved demand forecasting is one 
of the f'unctions which will be f'urther addressed as part of the Mission's 
assistance program to improve sector management and planning W1uer the a 
Agricultural Sector Loan and the companion technical assistance project 
which is also being instituted in the current fiscal year. 

For the present the information that additional credit is beiriv 
made available for the small farm sector should influerice importers ti, 
expand spot inventory orders somewhat. 

Given the apparent willint:ness CJf ttic.: 11rlv1d;1: n1;1:f:.r,r t,r, lrn11r1rt. 
and distribute inputs in both the 11:trge and mnu l l [':Lrrn r:c.:c: l,cJru, the 
Mission does not see that non-availability oi."' inputs will lH: !J m: .. 1or 
constraint to the succe~a of this project. 
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While seasonal labor shortages have resulted in serious problems 
at harvest time for cotton and sugar cane in the Santa Cruz lowlands in 
recent years, it is not expected that labor availability will be a limit­
ing consideration for the conunoditiea which will be produced under this 
lonn. First, most smaJ.l farmers have a diversified enterprise mix 
which diffuses the farm labor requirements cucr n lor11.~cr p•!riod 1if' Umc 
nnd permit·s fuller utilization of family lubor r{'IHmrcca. ::cc1J1HI, wlth 
the exception of rice harvesting and to a lesser exteut wticr1t t11.i.rvvo Unv,, 
most crops do not have a. critical labor requirement which muat lie met, 
in a short period of time. Corn for example can be stored on the 
stalk and harvested over a period of several weeks as the fa.rm family's 
labor resources permit. Similarly, potatoes can be stored in situ over 
a period of time if labor is not irrunediately available for harvest. 
Third, sufficient underutilized labor resources generally can be mobilized 
within most connnunitiea to meet peak labor requirements for planting and 
harvesting. The major exception to this is rice har-resting in the Santa 
Cruz lowlands which requires that the crop be harvested within a few 
days of optimum ripeness. Migrant labor generally has been used to 
supplement family and connnunity labor during this period which also 
overlaps with the cotton picking season and to a lesserextent with the 
sugar cane harvest. But most rice is produced in the small farm sector, 
and the experience of recent yea.rs indicates that previous ties to hi~h­
land communities which supply migrant labor has generally helped tn 
m1tigate seasonal labor shortages among small rice prodllcera. MurcovPr, 
there are indications that capital labor substl tutit,r1 io be1.~irnd 111'. to 
occur in the cotton production sector which sltc•uld <·1wc the <l<:1n1truJ 
for lflbor nt critical harvest period in the lowlnnd nrP.1t. 



PROJECT DESIGN Sm+1ARY 
ANN~:x lV 
Page l of' 6 

LOGICAL FRAMl:WORK 

Project Title & Number: Basic Foods Production 

NARRATIVE SUMMARY 

Pr:(}v.r·run tlool: The broader objective to 
whll'l1 thia project contributes: 

'I'•• ,., dun· HolJvlu' fl food v,11p by meetlnµ; 
l.lw p 1·0.!Pcted growth ~n lmuic food requirc-

1111 ·11'.1; Lt1r<,ugh domeatle productlon. 

OBJECTIVELY VERIFIABLE INDICATORS 

Measures of <1oal Achlevemc11t 

l. llOID<'t:t,lc· pr·11d1J1·Ll1111 .,r l11u:lc· 1'11111h: 

w I J.l inc reH::1• n:: l'111.j.11w:;: 
( l 11 ()()() ::l.011::) 

(increases e,.ldltional to pr"~vluu:~ yeur) 
11-13 Year Yeur Yeur 
Base 1 2 3 

Cereals * 
Oilseeds 
Potatoes & 

Tubers 
Dairy Products 
Pork 
Poul.try meat 
Eggs (dozens) 

422 
5 

685 
105 

20 

16~66 

21.0 
3.0 

33.0 
9.3 

1 

.46 
.9xJ.O 

M whent, corn, rlce, <1uinuu . 

22.0 
3.5 

34.o 
9,7 
1.1 

.46 
lxlO 

22.1 
3.5 

36.0 
11.0 
l.l 

1. lxl;)~ 

r1 '- . .llllllll rh: <>I' l1fl:: Ir· l'r11 id:: w i I I I 1:v1~ I 'd'f' 
an l'o Llow:;: 

( (){)() ' (; Lor 1 ~: ) 
71-'{j Yeu.r Ye11r Yqur 
Hase l 2 ~ 

Cereals 200 200 200 200 
Edible Oils 

& Fats 18 18 18 ld 
Dairy Products 45 45 45 4: 

3. By the end of the third year, the d<:!.:i '_ ·: 
per capita calorie availability viiJ.l ir:c;::c~:::e 

by 20 calories (from the current estiinr<te ·h' 

1, 834) and per capita protein avs.ilo.Q.ili.-1-Ji 
will increase by 2 to 2.~ grams per d~y 
(from the current estimate of l~9) . 



MEANS OF G-OAL VERIFICATION 

Means of Goal Verification: 

Stat:i.Etb;; of Central Bank Implementation 
llnit. 

import Statistics. 

MACAG Proc1uction Data. 

Review of reports and special studies 
to be conducted under other USAID 
Agriculture projects. 

Dnta, reports and special stt:rlies of 
MACAr. offices of Planning, l!~conomics, 
a.11d f.tP_tistics. 

Nnt:i o:;u.l account d.atu of the Ministry 
or Planning. 

'I 
11 
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IMPORTANT ASSUMPT JONS 

Assumptions for achieving goal targets: 

.... 

1. GOB increased allocations of credit for 
basic foods production will. be obtained. 

2. Farmers wi1.l be responsive to the price 
system and price incentives for food pro­
duction will. continue to be favorable. 

3. Farmers actually seek and obtain agri­
cultural credit. 

4. There will be no major downturn in 
economic conditions and favor~hle cost­
:price relations for uertcuJ.Lu:ru.l products 
will prevo.11. 
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NARRATIVE S'l.004ARY 

Project Purpose: , . 

.L. 'l'o achieve within three years signif'­
lca.nt increases in the production of 
l·nn:I i· fDod commodities by a. target group 
1 > r em11 u fannera for whom credit is the 
ma,} or production cons trnin t. 

'
1 To strenghten and institutionalize 

a COP.'lfllercial credit system that will be 
responsive to the continuing credit needs 
of its target small farmer clientele, and 
thereby broaden the participation of the 
small farm sub-sector in the credit 
market. 

3. To bring about an increase in the 
amount of credit the domestic 't!anking 
system makes available for the production 
of foodstuffs. 

ANNEX IV 
Page 3 or6 

OBJECTIVE:LY VER!FIABLE INDICATOR$. 

Conditions that will indicate purpose:has 
been achieved: End of Project status • 

1. Incremental produetion rec:pont::<! off t·1.;­
cipient f'nnne·rG i:i 1w l'rillr.w::: 

( lrt (){){)I;: i in::) 
(increases uddi tioml 0 previous yed-r) 

Year_... Yenr 2 Y.eur 3 

Cereals '.;5.0 5,1 5.1 
Oilseeds .7 .8 .8 
Potatoes & 

tubers 8.o 8.o 9,0 
Dairy Products 2.0 2.1 ?.l 
Pork .25 .25 2'-. :) 
Poultry meat .1 .1 .1 
Eggs (cozens) .2x6 .2x6 .2x6 10 10 lC 
2. a) nwnber of small farm families, either 
ns individuals or in groups, participatin~ 
in commercial credit market under th'.; pro.j»ct 
is o.s t'ollnwti: 

3, 000-11 1 ooo B, ooo- 11 J, ooo 

b) an e:.tabliched redir.:r;<J1J11t I iw: in' U;1 

Central Bank channr::!llir)£; cr<:dl L 'Jll l y 1. i 

farmers meeting the cmall fa.rrucr t'l<"'•'.ilil'i.J i ~1 
crit~ria. 

c) off-farm sales for project credi~ 
recipients increase as followc: 

Present 

Off-farm sales 
$1,000-$2,000 

Year 3 

$2,000-$4,ooo 
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NARRATIVE SUMMA.RY 

MEANS OF VERIFICATION 

Central Bank statistics on credit 
program. 

Central Bank records on banking sys­
Lems lonn portfolios. 

MACAG Production estimates. 

ou.mr:·rrv11:1v v1m11"1 AIU.Ji: IN 111 CJ\'l'un:: 

3, a) Banking system credit for basic 
foods increasea a.long the follow lines: 

Outstanding Be.J.ances (End of Y~arl 
"(millions of $b) ' 

Total Tota.l 
Ag.Credit Food Credit with 

Loan & G<'JB Com-
mitmentn 

Current L, 3'.JO .I 110 

Yenr l r, 'l<Y-J ·~1H 

Ye1lr :: :
1

, o: '.1 l1jH 

Yenr J · · Ir 'O ' I '~ 
( ,{);• 

b ) Hn t lo or l'uou ('red it tu td.a.l dut:c:;:.; ~· 
private sector credit will increase t'rom 
4i (1974) to 9/o'by the end of the third 
year. 

IMPORTANT ASSUMPTIONS 

Assumptions for achieving purpose: 

Increased Food Production rema.im: GOB 
priority. 

- That the: local. nmrlu.:I, i.rw JJNJ [1rl t: i nv 
mechaniDm wi.11 pr<1vidt' inc:1,ril.lv1,1: r,,,. 
incree.Getl ugrir·ultur1tl Jll'111l111:!,i1m, 

That fe.vorf:l.blr.: eJ Jm11t,_i <: •:•mtJI I. i11r1:: 

prevail. 

That the Banking ::;~n:tem ht~·~ ut' will d•..:-­
velop adequate capacity to pl.at:!e addit.ic.1 
al loans. 



ANNEX IV 
Page 5 of 6 

================================-=========================== --·"-~--------
NARRA'f IVE SUMMARY 

Outputs: 
I 

1. Loan applications approved. 

Recuperations (new loans). 

1. Development Division of Central Bar.k 
staffed with Sufficient economic statisti­
.·~ nn:~. 

11 • l"ield offices of Central Bank. 

',, ~~pecial Fund for Economic Developnent 
allocating substanti&.l portion of port­
rolio to agriculture. 

(1. Coordination meetings regularly held 
1.et.wcen Central Bunk, Central MACAG, 
Wheat Institute, Regional Extension 
Serv.ice, NC.OS, and USAID to discuss goals, 
res~onsibilities, and logistics for crop 
campaigns. 

{. Marketing studies. 

ln addition, the following outputs will 
be measured annually: a) storage capa­
city for crops addressed; b) processing 
capacity for crops addressed; c) number 

'of dairy, swine, and poultry operations 
assisted; d) on-farm employment generated; 
;1:id e) degree to which value added in 

·.::o.arketing increases &nd target group captures 
a greater share of con~umer~ expenditures. 
' 

Magnitude of Outputs: 

Year l Year 2 Year,,3 

1. 3,000-4,ooo 5, 500-6, 000 8,0<:>0r:l0,000 

2. $ 2-2.3 $ 4.4-:$4.8 
million million 

< 

3. An a.dditionul 

2 

4. 5 offices in Coclmbwnbn, ~~ucre, 
Ta.rija, Potosi o.nd Santo. r.ru? .. 

4o1i ~;n. Ii oft, 
of total of total of total 
to~ to a~. to~· 

·' 
6. 4/yr. 4/yr. 4/yr. 

7, Studies on potatoes, cereals, oilaeeds, 
and animal proteins produced 1Jy sma\J-

1 farmers completed, 

,1 

11 

I 



ME:ANs OF VERIFICATION 

Central Bank records and reports, 

Min. Ag. Estimates. 
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IMPORTANT ASSUMPTIONS 

Assumptions for achieving outputs: 

- Increased Food Production remains GOB 
priority. 

- That the local marketing and pricing 
mechanism will provide incentives for 
increased agricultural production. 

- That favorable climatic condi t.. i.rm:: 
prevail. 

I - Thut the B1JJildnt~ ~yot~czn ht.i.:: rir 

j velope ud eq un Le cu.puci ty to ri l.tLC (; 

O al loans. 

vi il ~ rJr·­

wld i I, i (JI I -

========.:==============================~!j:=::=::==:================================= 
NARRATIVE SUMMARY 

lnptll.S: 
u. s. ~ million 

A.I.D. GOB!) 
Loan Contribution 

Product:~on Credit 6.o 1.0 
Processing/lt.::1rketing 

credit 1.0 1.0 
C:.ipital 1]0ods Imports 1.0 
t]eneral C:i.·edit ,75 
Mr.trketinc ~1tudy .25 

$8':0 $3.0 

Ki:ANS OF VERIFICATION 

USAID Controller's records. 

Ce'1tral Bank reports. 

Y Note: GOB contribution is to be derj.ved 
from the Central Bank. 

OBJECTIVELY VERIWIABLE INDirATORS 

Implementation Target (Type and Quantity) 
u. S. $ million 

Disbursement Schedule 
Year 1 Year 2 Year 3 

2.45 2.45 2.10 
.10 .10 .6o 
.35 ,35 . 30 
.26 .26 .23 
.13 .12 

$3.89 $3.88 *1.~3 

IMI-'ORTAll'J' f\;:;:IJl.Wl' irn1:: 
-~··-··--· -

GOB contribution made in a Ume 1 y I manner. 

I 
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Cash ~val labia at the b8ginning 
of the year 
SOURCE OE FUNDS 
Loan 511-L-042 
Benco Centr81 Contribu1 ion 
Interest~ Principal: 

5% (unti I 1974) 

:3rlNCQ SEl\fRAL DC: BOLi y ! A 
STATEMENT OF PROJECTED :ousces ANO P.PPLJO.T!ON OF FUNDS 

F'BA-LQAN 511 -L -042 

1 9Tl 197::! 

10, 740,dO 

17,44 7,018 :it.>, 580, I(..•_, 

20,670 42\l,(109 

(IN PESOS SOL!VIAN'JS) 

1974 
r L) 

(3 '.,, 1 33, cA 9) 

10:, 7'27,ok 
34,4bl,01<; 

3,249,813 

1975 1976 

46,?73,2c~ 71,700,48; 

1977 197C; ;9·,~ 

, , I , .. 4 /1 ...,r, .... 
47,~3t. 301 '5~,8.!,5,1·1 ~:..::_,_!_ . .;.!. 

7'f, (since 1975S.D.i15:i2) (I) 
Repayments 

91 501,253 7,983,254 9,866,213 B,66c,37i:l s.,471,t.06 

T7,4f.·7,G3e:; 
3,6i'J,3;:4 46.46,3,"329 "o7, 757.:'ii:l 40,J57.966 51..145.594 45.60g,r,,,,s:;; :_w~~ 

TOTAL 41,35'>,ic>9 153,300,6?8 123,531,914 120,f..31,709 114,650,lut i23,i92,:!1t. l:l:;,r,.;.9,<A5 

USE OF FUNQS 
Retlnanc-1 ng (3) 

Short term 
Medium term 
Long 7erm 

AdministraTive Expenses (4) 
Debt Servi c"l 

Interest to AID 
TOTAL 
Cash avai table at ~he end of the 
year 

3, 678, 325 
2 ,4 1 K,il83 

ti 71, 912 
v,240 

c, ""/.!.'.7, 3C6 

I(), 74 (;, :· 70 

41,2!i4,49J 
27, 356. 3.'.7 

7, 59c, 9~':. 
~68,004 

3351817 
76,493,613 

(5'.,',, i 33,t:49) 

'...5,6P,8,270 24, 378, 7U8 36,588,984 
':-7, L?.5,513 I (i, 585,d05 24. 392, 656 
1(1, 312,643 4 ,6G7, 1c8 b, n5, T38 
i. '.;;59, 925 ? , 714 ,644 <:,280,930 

_-2.i.4481994 2 1955z1CU ='195)1100 
I 0 J • j 1 :•' 34 J '.,,I, 71, 1,425 72, 993,4 08 

4'5,.: ;;.,Le 1
J 71, 79~ ,4r~"tj 4 7,6.7X3,3UI 

(11 For '.implit1catj,·in It has beerc c,,swned that the Supr•Jme :Ju..ree 11?5L interesi rais"' starts in 1975. 

22, 063' .:.:)2 30,eX:,6L'·: 24 , ;, Ii, '.>50 
13,891,706 20, 57:.::,41.3 lf.,44 7, Tfl 
4, 085, 797 5, 7i4. )59 4 , 51~a, a0c, 
L:,818,91tl 2,.+ 76, :;22 /,"'06,116 

2i955z lOC 219551 100 i.i~;.~~E I~ 

4 5,814 ,825 6?..,577,5~4 s.: ,-:A,~,1·.1-

68,~35,231 C.O,C.14,70:. 7~. r;·:;, 77 $ 

(2) The projections for the 2nd s"'mester, 1974 and foliowiny yedrs h~te been made on the ~ssumption th~t there are no oea debt losses. The 
ICl 1 s carry the credit risk. 

(3) Loan terms hJve been estimated ~ccording to po~t exp8r ience. 
(4) The cost of opening and opPratin'.) technical offices have been -~t>s'.lrb-ed by th•. 9;,~c:i Sentr.:il. 
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