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A. Introduction 

RURAL ACCESS ROADS I 
(AID LOAN 511-T-056) 

AND 
RURAL ACCESS ROADS II 

(AID LOAN 511-T-061 AND GRANT 511-0466) 
USAID/BOLIVIA 

I. EXECUTIVE 5UMMARY 

In 1974, only 5 percent of 24,500 kilometers of rural access roads in 
Bolivia were passable without difficulty during the rainy season. The lack of 
passable access roads has inhibited the marketing of agricultural production and 
the distribution of farm iillJutS. This, -jn turn, has limited the development of the 
Bol ivian agricultural sector. 

To assist the National Roads Service (SNC) to upgrade 2,200 kilometer~ 
of local roads to all·-l!leather standards and to expand its capacity to carry out 
a rural roads improvement program, USAID/Bolivia (USAID) started two projects in 
the late 1970's that \'Jere est-imated to cost $38,6/0,0('0 (see Append-Ix A). 

Tile fir'st project (RIJral Access Roads I) is financed under AID 
loan 511-1-056 dat2d September 20, 1976 and road construction is well underway. 
The second project (Rural Access Roads II) is ~inanced IJnder AID loan 511-T-061 
and grant 511-0466, dat2d August 30, 1978. It has not entered the road 
construction phnse yet. 

This is an initial audit of USAID/Bolivia projects for the Rural Access 
Roads I and II. I;~ic; examination covers the period from September 20, 1976 to 
December 31, 1979. 

The pri~cipal objectives of our examination were to determine (1) project 
accomplishments (2) th(= effectiveness of projf-~ct management by USAID/Bolivia and 
SNC (3) the adequacy of support provi1ed to the projects by the National Community 
Development Sf-i"dee (tICDS), the Ministry of Campesino Affairs and Agriculture (MACA), 
ilnd the participating communities and (4) compliance with program requirements. 

C. Concl us ions 

In generdl, VJe believe the Rural Access Roads I and II projects have been 
well-designed. We did, however, find numerous areas where the USAID and SNC could 
improve the m:-!ni}ge~llent of the Rural Roads I project in order to improve project 
implementation. Ollr conclusions are presented in the following paragraphs: 

1. Project Afcomp}ishments 

The Rural Access Roads I project has been implemented much slower 
than planned. As of December 31,1979, only (1) 301.3 kilometers of roads had been 
selected for improvements versus a target of 1 ,100 kilomete~s (2) the equivalent 
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of 236.9 kilometers of roads had been constructed versus a target of 750 kilometers 
and (3) one road was completed under an experimental program versus a target of 4 
roads. 

Delays have occurred in the road selection process because SNC has 
not prepared enough feasib.il1ty studies. The construction of roads is behind 
schedule because of delays in equipment procurement, shortages in cement, equipment 
downtime, lack of voluntary labor, and delays in the construction of small structures. 
The experimental program has moved slowly because SNC has not given it a high 
priority (see page 6 ). 

Delays in completion of the roads have prevented project resources 
from being used as efficiently as planned. This has increased the per kilometer 
cost of the roads by about 43 percent which. in turn, could reduce the cost-benefit 
ratios for the project as well a!: for the roads being built under the project 
(see page 4 ). 

2 • ~~lJia.!1~.~mel'!l 

Our review of SNC management disclosed numerous weaknesses that need 
to be corrected. The review and approval procedures established for the selection 
of road projects have not been followed. The project implementation plan is not 
realistic. Hand tools have been purchased in excess of needs. Loan-financed 
explosives have been used for non-project purposes. Project accounting and property 
management records are not adequate. Cash advances have not been promptly 
liquidated. Ineligible costs may have been financed under the loan. The inde­
pendent audit of SNC books and records did not comply with AID scope requirements. 
SNC salari~s are too low to attract and retain qualified employees. The GOB has 
not contributed to the project all of the funds requi red by the loan agreement 
(see page 8 ). 

3. ~ort of GOB Parti~ating Institutions 

Two GOB institutions (NCDS and MACA) have not supported the project 
as required by agrEements signed \'/ith SNC because of insufficient GOB budgetary 
support and cooperation. As a result. project implementation has been delayed 
because of the lack of voluntary labor needed to build roads and the lack of timely 
data needed to ptepare feasibiiity studies and select proposed road projects 
(see page 17 ). 

4. Technical Assistance 

In general I the technical assistance provided to SNC could have 
been better. There were a few deficiencies in the quality of services provided 
but, more importantly, the quantity of s~rvices provided was considerably less 
than planned. We believe that some of the project problems could have been avoided 
and corrected in a more timely manner if the technical assistance had been provided 
to SNC as planned (see page 19 ). 

5. USAIO Management 

We believe that USAID will have to monitor this project more closely 
than has been done in the past ;n order to identify and/or correct problems on a 
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more timely basis. This would include ensuring that the project review and approval 
procedures are being followed (see page 9 ); that NCDS is providing effective 
promotion to the project (see page 17); that the project selection process is 
preceeding as a planned (see page 6 ); that field trip reports document signifi­
cant problems of a continuing nature (see page 20 ) and that requests for 
corrective acti 0 n, such as the preparation of a revised implementation plan, are 
promptly complied with (see page 10 ). 

The USAID has been very r~sponsive to this audit. While the audit 
was in process, we presented our draft findings to the USAID and they acted 
promptly to start correcting the problems. On March 27, 1980, the USAID wrote the 
Minister of Transportation advising him of the deficiencies disclosed during our 
review and pointed out that the USAID was considering the suspension of activities 
under the Rural Roads II project. To follow-up on the problems cited in the letter, 
top USAID officials met with the Minister of Transportation and representatives from 
SNC and NCDS on April 2, 1980. The USAID asked GOB officials to take the necessary 
corrective action within 60 days so AID could make a determination whether to 
rontinue the program. 

D. Recommendations 

As a result of this audit, we made 13 recommendations to improve the 
implementation of the Rural Access Roads I project. These recommendations were 
made to improve the use of project resources, reduce the cost of project implemen­
tation, improve records, obtain compliance with program requirements and improve 
project implementation planning. 

Prior to the publication of this report, the USAID implemented one 
recommendation included in our draft report and started action to implement other 
recommendations. 
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II. BACKGROUND 

A. Scope of Audit 

We have made an initial audit of USAID/Bo1ivia Rural Access Roads I and 
II projects. Our examination covers the period from September 20, 1976 to 
December 31. 1979. 

The principal objectives of our examination were to determine: 
(1) project accomplishments, (2) the effectiveness of project management by 
USAID/Bo1ivia (USAID) 3nd the National Roads Service (SNC), (3) the adequacy of 
support provi ded to the projects by the Nati ona 1 Community Development Servi ce 
(NCDS), th2 Ministry of Campesino Affairs and Agriculture (MACA), and the pat"tici­
pating communities, and (4) compliance with program requirements. 

Our examination WdS made in accordance with generally accepted allditing 
standards and included (1) discussions with officials of the USAID. SNC, NCDS, 
MACA and the participating communities (2) the review of records of the USAID and 
SNC (3) field trips to the project areas in the Departments of Cochabamba. Santa 
Cruz and Chuquisaca and (4) such other auditinu procedures as we considered 
necessary. 

B. Descrietion of Projects 

In 1974, only 5 percent of 24,500 kilometers of rural access roads in 
Bolivia were passable without difficulty during the rainy season. The lack of 
passable access roads has inhibited the marketing of agricultural production and 
the distribution of farm inputs. This, in turn, has limited the development of 
the Bolivian agricultural sector. 

To assist the Government of Bolivia (GOB) to upgrade local roads to ~11-
weather standards and to expand its capacity to carry out a rural roads improvement 
program, the USAID started two projects in the late 1970 1 s. 

The first project (Rural Access Roads I) is financed under AID loan 
511-T-056 dated September 20. 1976 for $8,500,000. The original estimated completion 
date was December 6. 1980. 

The second project (Rural Access Roads II) is financed under AID loan 
511-T-061 and grant 511-0466 dated August 30, 1978. The loan is for $13,000,000 
and the grant for $300,000. The original estimated completion date was August 30, 
1983. 

The implementing agency for both projects is the National Roads Service 
(SNC) of the Ministry of Transportation, Communications and Civil Aviation. 

The goal of the projects is.to increase the per capita income and improve 
the standard of living of Bo1ivia 1 s rural poor. 
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The purpose of the projects is to (l) improve access to the small farm 
sector by upgrad1ng 2,200 kilometers of local roads to all-weather standards 
(1,200 kilometers under Ruril Roads I and 1,000 kilometers under Rural Roads II) 
and (2) expand and improve the capacity of SNC and participating institutions to 
carry out a rural roads program. At the completion of the projects, it is expected 
that 52,000 small farm families will be benefited by improved access to input and 
product markets (15,000 farmers under Rural Roads I and 37,000 under Rural Roads II). 

Project activities are to be fbcused in the Departments of La Paz, 
Cochabamba, Chuquisaca and Santa Cruz under the Rural Roads I project and in 
Chuquisaca, Potosi and Tarija under the Rural Roads II project. 

Road construction under both project5 is to be done by SNC personnel using 
loan-financed equipment, voluntary labor provided by local communities and 
contractors to build small structures. 

Under the Rural Roads I project, NCDS and MACA are responsible for gather­
ing data needed by SNC to evaluate the feasibility of the road projects. NCDS is 
also responsible for promoting the projects and organizing community labor. 
Representatives from SNC, NCDS and MACA are to form a committee at the National 
level to select road projects in accordance with established criteria. 

Under the Rural Roads II project, the Departmerltal Development 
Corporations (DOC's) are responsible (with assistance from SNC) to pvaluate the 
fea3ibility of the road projects. The DOCs are also responsible for promoting the 
projects and organizing community labor. Representatives from the DDC's and SNC 
are to form the road selection committee at the Departmental level. 

The cOlTDTJunities are to form road corrrnHtees under both projects. The 
committees are to sign agreements with SNC to provide voluntary labor for the 
construction and minor maintenance of the roads. Major maintenance is to be 
performed by SNC. The co~munity road committees are to appoint a monitor who is 
to manage the responsibilities of the committees. 

The estimated cost of both projects is $38,670,000 including GOB and 
community cont;"ibutions ($15,570,000 under Rural Roads I and $23,100,000 under 
Rural Roads II). Loan and grant funds are to be used for construction and other 
equipment, hand tools, construction materials, technical assistance and contract 
costs for the construction of small structures such as culverts, fords, small 
bridges and concrete slabs (see Appendix A). In addition, loan funds are to be 
used for the purchase of maintenance equipment for SNC workshops under the Ru~~l 
Roads II project. SNC is to establish and fund a new Rural Roads Department tRRD) 
which is to be responsible for the implementation of the projects. Construction 
work is to be planned and carried out by SNC personnel using loan-funded 
construction equipment and voluntary labor provided by the communiti~s. The DOC's 
are to fund one-half of SNC's expenses for construction and engineering personnel 
and equipment operation under the Rural Roads II project. 

Technical assistance is to be provided to SNC under both projects. Under 
the Rural Roads I project, $200,000 of loan funds was budgeted for two technical 
advisors for 3 years each. One of the techn1cians was to assist the Director of 
the RRD in overall program planning and lmplementation and the other was to provide 
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advice in equipment operation and maintenance. Under the Rural Roads II project, 
$300,000 in grant funds are to be used to finance about 48 work-months of technical 
assistance in engineering, training and road selection criteria. 

As of December 31, 1979, the obligation and disbursement status of AID 
funding was as follows: 

1) Rural Access Roads I 

AID Loan 5ll-T-056 

2) Rural Access Ro~ds II 

AID Loan 51l-T-061 
AID Grant 511-0466 

C. USAID Management 

Total 

Obligations 

$ 8,500,000 

13,000,000 
300,000 

$21,800,000 

Disbursements -------

$5,992,570 

__ ~358 

12., ~~OO, 928 

The project is managed by one U.S. and one Bolivian engineer assigned to 
the USAIDls Office of Engineering. 

D. Other Comments 

The rate of exchange used in this report is 20.38 Bolivian Pesos to 
$1.00 unless otherwise noted. 

- 3 .. 



III. AUDIT FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 

A. Rural Access Roads I Project 

1. Project Accomplishments 

The project has been implemented much slower than planned. As of 
December 31, 1979 only (1) the equivale~t of 236.9 kilometers of roads had been 
constructed versus a target of 750 (2) 301.3 kilometers of road projects had been 
selected for improvement versus a target of 1,100 kilometers and (3) one road was 
completed under the experimental program versus a target of 4 roads. SNC has 
established a Rural Roads Department (RRD) as required under the loan but the 
management capability of the RRD has not been fully tested because the project has 
been operating at very low rates of efficiency. 

a. Construction of Roads 

The construction of roads has moved much slower than planned. 
As of December 31,1979, work had been started on 20 roads totaling 337.6 
kilometers; 2 of these roads for 24.5 kilometers have been completed and 18 roads 
for 313.1 kilometers are in process. Of the 20 roads started, only the equivalent 
of 236.9 kilometers had been completed as of December 31, 1979 versus a target of 
750 kilometers given in the project implementation plan prepared by SNC (see 
Appendix B). 

Delays in the completion of the roads increases the cost of 
the roads because project resources cannot be used as efficiently as planned and 
because of inflation. This, in turn, could reduce the cost-benefit ratios for the 
project as well as for the proposed road projects. We have estimated that the cost 
per kilometer has increased by about 43 percent from $9,853 for the 1,200 kilometers 
planned under the project to $14,062 for the 236.9 kilometers of road built as of 
December 31, 1979 (see Appendix C). The cost per kilometer has increased mainly 
because the fixed costs for equipment depreciation and SNC operations have been 
spread over fewer kilometers than planned. 

The project was initially delayed because it took 6 months longer 
than planned to procure project equipment. As a result, the construction of roads 
did not start until September 1978 versus a planned date of March 1978. 

The project has been further delayed since September 1978 
because the construction of roads has moved at about one-half the planned rate. 
We estimate that it will take an average of about 12 months to complete the 20 
projects that have been started versus a planned time of about 5.9 months (see 
Appendix B). 

If we assume no improvement in the rate of construction 
progress achieved in CY 1979 (when the equivalent of 214.7 kilometers of roads 
were built), then it will take 5.8 years 1/ to build the 1,200 kilometers planned 
for the project versus 2.8 years estimated in the project implementation plan. 

1 As of December 31,1979, the roads have been under construction for 16 months 
or 1.3 years. We estimate it will take additional 4.5 years to complete the 
remaining 963.1 kilometers assuming a rate of progress of 214.7 kilometers per 
ye~r. 
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Thus, this would delay the completion of the project until June 1984 versus a 
planned date of December 1980. We believe, however, that with anticipated improve­
ments to be made in project implementation as discussed below, the project can be 
completed before June 1984. 

In addition to the above, the principal problems of a continuing 
nature which have delayed the construction of the 20 road projects are listed 
below: 

~~ 
3) 
4) 

Prob1 em 

Shortages of Cement 
Equipment Downtime 
Lack of Voluntary Labor 
Delay in the Construction of Small Structures 

Percentage of Projects in 
which Problems Have Occurred 

55% 
45% 
50% 
95% 

Shortages of Cement in the local market during the last six 
months of 1979 delayed the construction of drainage facilities and other small 
structures. This is no longer a problem because the supply of cement in Bolivia 
has been adequate since January 1980. Also, the USAID has ordered plastic pipe 
under the loan to serve as a sUbstitute for cement pipe and also to provide other 
sizes of pipe not available in the local market. 

Equipment downtime has also delayed construction progress. 
Equipment operations have suffered from a lack of spare parts and the rapid dete­
rioration of the tires of the front loaders. These problems are now in the process 
of being resolved. Most of the spare parts purchased under the loan have now been 
cleared out of customs after average delays in customs of 7 months and the parts 
are being distributed to the field offices. Also loan funds are being used for 
replacement tires ordered for the front loaders. 

The lack of voluntary labor, which the communities were to 
provide, has been a major constraint. The failure of NCDS to effectively promote 
the project was the main cause of this problem which is analyzed on page 17 of 
th is report. 

Delays in the construction of small structures such as drainage 
facilities and bridges has been one of the most serious problems. This has 
adversely affected the completion of all but one of the 20 roads. Eight roads have 
been damaged because SNC was not able to get the drainage structures built before 
the rainy season. The loan agreement allocated $290,000 to finance contracts to 
build small structures. However, SNC has not used any of these funds because they 
wanted to build the structures themselves by using their own masons and voluntary 
labor in order to save money. But, SNC was not able to build the structures as 
fast as planned bec?:lse the communities did not provide enough labor to work with 
SNC masons. At the ~rging of the USAID in October 1979, SNC submitted three 
proposals to the USAIO for approval on the procedures to be used to contract for 
small structures. It appears that the third proposal, submitted in March 1980, 
will be approved by the USAID, thus permitting the correction of this problem. 

In sum, it appears that all of the significant problems 
adversely affecting construction progress have been or were being resolved as of 
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December 31, 1979, except fvr' the lack of voluntary labor. We have included a 
recommendation to correct this problem on page of this report. 

b. Approval of Road Projects 

The National Road Selection COrm1ittee (Committee) has not 
selected road projects as fast as planned because SNC has not prepared enough 
feasibility studies and MACA and NCDS have not cooperated in providing input data 
needed for the studies as required. The.failure to approve enough projects could 
(1) require that equipment be moved greater distances between projects than would 
otherwise be necessaY'y if more projects were approved in an area and (2) delay 
the starting of new projects because of the lack of approved projects. Also, it 
has resulted in th~ starting of one unapproved project because SNC did not have 
any approved projects in the area on which to use its equipment (see page 9 ). 

As of December 31. 1979, 18 projects for 301.3 kilometers had 
been approved by the Committee versus d target of 1,100 !ci 1 o~i1eters estimated in the 
project implementation plan. The lack of a sufficient number of completed 
feasibility stud'ies w'ill prevent the approval of many more projects. As of 
December 31,1979, there were only 6 unstarted projects with completed feasibility 
studies. Feasibility studies have not been prepated as required because the SNC 
p'i'oject economist, 'Jlho was supposed to do the studies~ has been assigned to the 
SNC Accounting Department since October 1979 and NCDS and MACA have not cooperated 
in providing data nceced for studies (see page 17 ), 

To ensure that project pro~)\'ess is IIQt delayed for the lack of 
a sufficient ilumber' of approved projects and eqllipment 'is used as efficientl} as 
possible, we bE::"lieve tllat USAID should require St!C to develop a work plan and 
ensure that ac!equc\te staff is provided to start prepi.iY"ing feasibility studies. 

c. 

qec.ommendation No.1 

USAID/Bolivia should require SNC to J~velop a work 
plan and ensure that adequate staff is provid2d to prepare 
a sufficient number of feasibility studies for proposed road 
pi'ujects. 

E;:~';'2ritnental Program - .-- -,--.---.. -.--.... ~ 

The experilllenta 1 program has lilUV(-:J J:1Uch slower than pl anned 
because SNC has ~1~~7. 'j gned it a low pri or; ty . Delays 'j;l CUinp 1 et; ng the program 
prevent SNC fl'()fll obtaining data that could help U'I€ff1 iinprove the management of its 
rural roads progr'a;n. 

The plan approved by the USI\IO fot the program called for the 
completion of /I. roads by July 1978. As of December 31, 1979~ SNC had started two 
roads of which one has been completed. The other two roads have been selected 
and design work has begun. 

The loan agreement allocated $200,000 to finance the implemen­
tation of the program. The purpose of the program is to identify a broader range 
of options for the more efficient use of human resources. The program is to 
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explore the us= of labor intensive methods and the adaptability of farm machinery 
and equipment in road construction and maintenance. 

As the USAID has very little information on this program, we 
believe they should review progress with SNC to determine whether it has been 
carried out in accordance with the procedures established in the program plan and 
require SNC to correct any problems identified. 

During our exit conference on May 5, 19PO, the USAID indicated 
that a contract advisor has recently arrived who can work wah SNC to improve the 
experimental progrem. 

Recommendation No.2 

USAID/Bo1ivia should (1) review the progress of the 
experimental program with SNC to determine whether the 
program has been carried out in accordance with the 
procedures established in the program plan and (2) require 
SNC to correct any problems identified. 

d. f.!~.nn~(L~.hang2s in Project 

On August 27, 1979, the USAID and SNC agreed through 
Imp1ementatioll Letter No. 13 that SNC should start corlversations with 4 DDC's to 
involve them in the project. The USAID suggested that SNC sign agreements with 
each of the participating DDC's which set forth the responsibilities of both SNC 
and the DDC's along th2 lines of the Rural Access Roads II project. 

Under thes:e circumstances, the participation of NCDS and MACA 
in the project \·:ou1 d no 1 ongel~ be needed to prorllote projects, organi ze corrrnunity 
labor, and prov'jde input data for feasibility studies. Also, most of the burden 
for preparing f(;<"jibility studies would be shifted from SNC to the DDC's. The 
USAID and SNC h21i2V2 that this reassignment of responsibilities will improve project 
imp 1 ementa t'j on. 

Although SNC and the Minister of Transportation have started 
conversations ~·rj'i:;1 tIle DDC's, none of them had agreed to participate in the project 
as of April 30, 1930. The response of the DDC's has been varied. Some have shown 
a keen 'intere:;t '1;1 '~Ile pr()ject while others lack funds to participate or do not 1 ike 
the idea of jO;il'illg an on-~o;ng project. In spit~ of these difficulties, the USAID 
and SNC are mOV"iJlg aheCld with their plan to tr'y to involve the DDC's in the project. 

e. g~.!~l ROc\ds D~..E~rtment of SNC 

SNC has established a separate Rural Roads Department (RRD) to 
plan and imph':i,iC:ilt a rural roads improvement program as required by the loan. The 
RRD was staffed with 293 employees as of December 31, 1979. It has a Central Office 
in La·Paz and four Resident Offices in the Departments of La Paz, Santa Cruz, 
Cochabamba and Chuquisaca. 
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The management capability of the RRD has not been fully tested 
because the project has not been operating at the planned levels of efficiency. We 
believe that if the existing problems delaying project implementation are corrected, 
management weaknesses in the RRD organization will surface as they try to use their 
resources mo~e efficiently. 

2. SNC Management 

Our review of SNC management disclosed numerous weaknesses that need 
to be corrected. The review and approval procedures established for the selection 
of road projects have not been followed. The project implementation plan is not 
realistic. Hand tools have been purchased in excess of needs. Loan-financed 
explosives have been used for non-proj-ct purposes. Project accounting and property 
management records are not adequate. Cash advances have not been promptly 
liquidated. Ineligible costs may t-ve been financed under the loan. The inde­
pendent audit of SNC books and records did not comply with AID requirements. SNC 
salaries are too low to attract and retCl,in qualified employees. The GOB has not 
contributed to the project all of the funds required by the loan agreement. Our 
review of these problems follows: 

a. Road Selection Procedures 

The project participants have not followed the review and 
approval procedures established for the selection of road projects because of weak 
management. These deficiencies could result in the improvement ~f roads that do 
not meet the technical, economic and other criteria established for the projects 
or delay the completion of roads because of the lack of voluntary labor. 

According to Annex I of the Loan Agreement, a National Road 
Selection Committee (Committee) was to be created to select the roads to be built 
under the project. The Cormittee was to consist of one voting member each from 
SNC, NCDS and MACA. The Committee was to be under the general direction of SNC 
but both NCDS and M./\CA were to provide information to assist in rOad selection. 
Each road project se1e~ted was to have the unanimous approval of the three voting 
committee m~mbers. 

AccJrdi ng to the revi ew and appt'ova 1 procedures approvec by the 
USAID under condition precedent 3.02(f) of the loan, the selection of road 
projects consisted of the following four ascending levels of analysis. 

1) NCDS was to perform a preselection review of proposed projects. 
In order to pass the preselection review for a proposed project, it must connect 
to an all-weather road, not exceed 20 kilometers in length, serve an average farm 
density of at least four fams per kilometer'. and serve a zone of influence which 
has significant agricultural potential. 

2) SNC was to determine the technical feasibility of the road 
projects considering such matters as road alignment, types of soils, estimated 
quantities of earth to be excavated and the construction period. 

3) SNC was also to determine the economic feasibility of the 
projects. The estimated benefits and costs of the project were to be determined. 
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In order for a project to be considered it was to have an internal rate of return 
equal to or greater than the opportunity cost of capital which was estimated to 
be 15 percent. 

4) NCDS vias to organi ze Road Committees at the communi ty 1 eve1 
and obtain signed agreements from the communities that they would provide voluntary 
labor for the construction and maintenance of the roads. 

As discussed below, our review of these procedures disclosed 
thai: the Committee has not functioned with all of its required voting members. 
Also, out of 20 road projects started, (1) the Committee had not approved 9 
projects, (2) SNC had not done studies to determine the technical and economic 
feasibility of 3 projects and (3) the communities had not signed agreements with 
SNC to provide voluntary labor for the construction and maintenance of 18 projects. 
Our analysis of these problems follows: 

i) Attendance at Meetings of the National Road Selection Committee 

The Committf:e has not functi oned \."i th its three voti ng 
members as requi red. The Commi ttee 'las met four times to approve road projects. 
However, the representative from MACA has only attended one of these meetings 
Lecause he did not comply with the written notifications received from SNC to 
attend the scheduled meetings. We believe MACA should attend these meetings to 
help ensure that the best projects are selected and because the approval of all 
three voting members is required for project selection (see page 17 ). 

ii) Approval of Projects 

Our review of the minutes of the meetings of the Committee 
disclosed that of the 20 roads started prior to December 31, 1979, the Committee 
had not approved the following 9 projects: 

Name of Road ----
1) San Pedro-Mejillones 
2) Meji1lones-Uyunense 
3) UYllnense-Bronceni 
4) Rodeo-Casa Grande 
5) Casa Grande-Redencion 
6) Tarabuco-Co1chapampa 

8
7) Quepupama-Rodeo 

) Punata-Pacpani 
9) Antofagasta-Est. Bu~n Retiro 

Department 

La Paz 
La Paz 
La Paz 

Chuquisaca 
Chuquisaca 
Chuquisaca 
Chuquisaca 
Cochabamba 
Santa Cruz 

According to the Director of the Rural Roads Department: 

1) The seven roads in the Departments of La Paz and 
Chuquisaca had been approved by the Committee but he could not find copies of the 
m1nutes of the Committee approving the roads. 

2) The Punata-Pacpani road was started without the approval 
of.the Committee because SNC wanted to use project equipment that could not be used 
on another road in the area because of rains. 
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3) He was not aware that work had begun on the Antofagasta-
Est. Buen Retiro Road. 

We believe it is important that SNC not start work on any roads 
until the Com:11itt.ee has documclltcd its approval of th(: PY'oj\~cts to ensure that they 
meet the technicijl, econ0mi~, and other criteria established for the projects. For 
example, \'Ie found tI!at SNC tF,d not perFormed studIes tu (!etermine the economic 
viability of t,f!'((',:: project': 'd:dcII Ilad be::n started \'I~Ulout the approval of the 
Committee (Tal . .l.bl.l·~o"'Col c:har'~"T)"I, Punata--PaC:p.1ni and ilntof?gasta-Es t. Buen Reti ro). 

Of the 20 projects startad, N(US has not obtained signed 
agreements \'lith ll; ((';li!:1;'!nitii:'s l/~o prov"icle l/o"l:JOIlut·y L:I)(;f' for road construction 
and Il!c\ i ntenilIIC.: J S l'eqtri ;""(~d IJY i:lJ::: 521 eC. L"i on pn!c::rI~.!I·~:"; iJi'I.Jr'oved by the USAID under 
condition P;',:;c,2\;"i: 3,0?(r') , I;.:: b21i81f~ t:ll1"L th~ !C"'-:~1;: i.,g~',:~ements with communi-
t i ~; S fla s conti j b"l:, :.J coi.he i ('{j ; 'j LI \"C trJ rJi \) '. i (:;; ':'. if) l! ,;)i i: I;;j" to the p roj ec j' s which 
Iws s i 0,d f i ('2\! i : 'I \! l::~'1 i.''y~:,! en:1': ,i: ,.~i U:I p \":11J I:,:; . >'IIU: " ;.:', i': ~:d 1I s th:\ t the Committee 
has o'!t~~'lo~lkt;d til>.; 1,:qL!·:i'UiC.il~ iii (:.j)p(:Jvi!<:l I'U~;.(! :11'(\;' '.:l':. At the same time, we 
believe thnt the IJS~ID hJS not ad:quately ~onitored campliance with this requirement 
because they 11,1VC: !i(l'./ T, rrpr~':::lt:,ti V2 rreseilt ('Ct C\ n n1(:"~'L"i ngs of the Commi ttee and 
he d'id not Ohji:-::: 'j.J UF~ 0Ill,I'0':,'1 of proj~~ctslui'~h'is ,'1::\:;0(1. 

P,: b,c~lh:ve tllilt SI~C sh:)!lld il'~,t SL11L ~:.;IY n2\,/ projects until 
sigrj(~d agrerl1;;c,:i·. ':'i'~; «J~,;l"iil:;dI7"';i\ t;ie C')II::I:;l,il i:j::::i ,!.1': H . .'t SNC should obtain 
mairl'te;nance c.9:;'C·.~1:-C,iu;' tl":ln iJ1Uj,;(;(·,.'-j ~ii.-;,i~."1 \li;I.·",I. agreements to help ensure 
that cOn1muniti·:.-; 'c';'; 1 \::". i':d~ :':11:";' i i):lct nldilh',I:\"C;~ .-.i'i:d' project completion. 

Il,~,I)mnlenda t i on No. 3 

USAID/Bolivill s!lul!ld 1'0'1"l( ~<ll~ i..) (I) not start 
c~,w ne\'J road projl::.~ts unti'l '~h::) :;::'if~ i:i;1 ,.1pproved in 
arcGrdance wi til es ~t.ih li -"Ii cd PI";:"': :.'i("~ (I') determi ne 
·UII".iugh estahlished p",jCCdUtb l;".~ 'H.~~;':·dldlity of the 
nit!'.: projects tl.at ;:0.'.'C st,::.rLl',j iii ;,i!')IJL tll.~ documented 
appr'OVJl of the Con1ifiitt~'e (\ild en '::;011 m:iiiltenance 
i;lai"('Rm?llts 'i'/it:, cU:'lil1~'!nitiC's YOi' Ulc! 113 :'I\:,jr~cts that were 
st;:!.·l::ed \·lithout agrC'Eiil2nts. 

Th~: implf:I\."t:-.t.·ioii p'l?dl Pi(li-'-r~d '101' UI2 project by SNC on 
February 17,19"17 'is no lon~2t 1'2alisl:ic bee,::..!.;s.:' ur s'iipp~g2 in project implemen­
tation. Oil O..:;b:,L:~.:i'17, 'I9/tl:: l!e U:~.l'dO 1-'(:liL!2~;"L'_:1 hi XII:i)'I':;;nentation Letter No.11 
that SNC pi'epay'i='. aml sui)mit t.o the USi\ID a re'j'j:;cdin·ph.rnentation plan. As of 
Decemb:~r 3 'I. ll";;: ,1, 5r:C 1:;:" d no t r. Ci:!jJ 1 i eJ l'Ii th 'i.:! I';:; \'FqU, ~;:-. :'.11 d the USAID ha d no t 
fo'llovled-·up itIit:: ~;;'!C to obta'in th2 revised pLn. 

To c'nsute that acti ons I'e(lu'j ,'ed tG C"li'i'y out the project are 
taken in all effective and efficient manner ('i.nd t~0,t t~le US:~ID has a realistic 
basis against which to monitor proj2ct progress, ~e b~lieve a new implementation 
plan should be prepared. 

Jj The communit-les have not signed agreements for the 20 projects listed in 
Appendix B except for Cr. Rt. 7-Tiraque and Senda IIr,·Puerto Aurora. 
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Rec~ctat;a!l No.4 

USAID/Bolivia should obtain from SNC a revised 
1mple!'!I(~ntation plan for the project. 

c. Hand Too'is 

I':oi\) hand tool s have been purchased fClr the project than needed 
because less voluntary labor' has been used in cOilstruction than planned. The 
purchase of unrwed',;t! t,)o'is r~<~lce3 the rate of return that Ciln be earned on loan 
funds invested in 't[12 PI'OjC:ct. 

In JailL!,1ry 1980, we found that of thf~15.000 shovels, picks and 
wheel barrows recej;~J by SNC, only 3,800 units hdve be~n delivered to its District 
offices in SCi.tlta C\'LI.:~ Clj\:::l~"~)(,,nba, Chuquisaca and La Paz. Also, of the 900 units 
delivered to HIl: r;sLi"1ct o'l'fice in Slmta Ct'uz~ only '14 UIl'its \'/ere being used at the 
job sites: 

~~ ~1~0 found that similar conditions existed in Santa Cruz 
regardi ng the use of other tYP2S of hand too'l s purchased under the loan. 

l~:, .'I'ls(~II~'::~d the 10v" yatl:~ of ucil'ization of hand tools with 
SNC i~nd tht!y ~);:'i '; ,:":~':rl t;I"'(: 1110i"~ tool s wert~ purchiised tli:Hl are needed by the 
proj(~ct. TI)(;~' i'L'; ,,; li'li>~i;(!~h~\t the sur-ph's t':Jol s :lurchasc;.! under project Rural 
roads I shl)uH iW'I'lO!'(j:l h) s;", c'j sfy about 60 perc€.ilt ,of the tool requi rements under 
the Rural Roar:!.; n [;:')'1·:.:1; (brl··T-06l). 

{'!l Li':'Jitntion for Bids heiS b(;l:!ll 'isslied under the Rural Roads II 
project to pUle;:, "! (",:',;',:: t:L! ;;:::,i!l2: ClUllntHy or 'l;1,lO'15 l~S li:lS purchased under the 
Rural Roads I P,"'; ,(T,. U,li'k:',' these circun:sto.(iC8S~ we b\~lieve the USAID, in 
consultation yr' ~~I :)::'.:i shGI(ld j'edl.!ce the qUdntity of tools to be purchased under 
Rur,ll ROuds 1 r :~I)i,.:~(~, ~'i lie:; quanti ty of tool s IJU;"I:k,s?d under both projects are 
not in exccss .:",-, I,· .,1,;. 

:;,'·!,,:.:,,:,J(':.tion No.5 
~. .." .-.---

lJ(;',:llJ/Co'i';;Jia,in consu'ltilt.1!}/l \'Iith SNC, should reduce 
1'1'1,' (,'.;,i.:,':lty of tools to be plIt'cllased under the Rural Roads II 
jJ',',ij2Ct so l:t:2 cO!llbin2d quantHy of tool s purchased under the 
r:(;: '", 1 l':-:~ds I It!ld I I projects aY'e not i i1 excess of needs. 

:;[<c l~:;(.d ~urne lOJ.i1-f'inancecl (~xplosi'!cs for non-project purposes 
because Llwy d !! ;:).~ l;'j':,~ ,),(1)' :2x/losives to s,:i:i5fy the needs of their Sapecho 
project. The: i .'~,':~ i c,,: or 1 o,",n-fi nanced commodi ti es to non-project purposes reduces 
the amount of ~'f:3~l1;:_:,>; ll'lailr,ble for pI'oject activities, and is contrary to 
Section 4.06 of 'j::::: Loan Ag'i'~:Eillent. 

Based 011 crders given by the Deputy Director of SNC, the 
following louil,·lii':anct::d explosives valued at $16,117 \'iere diverted for use in the 
SNC Sapecho project iil Febl"UalY 1979. 
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Dynamite 
Fuses 
Detonator 
Amonium Nitrate 

200 boxes 
39.345 feet 
20.000 pieces 

500 bags 

On ,January 24, 1980, the Di rector of RRD wrote the Deputy 
Director of SNC requesting the return of the explosives. On January 30. 1980. 
the Deputy Director responded saying that they were ready to return all of the 
explosives except 100 bags of amonium nttrate and 20,000 pieces of detonator. 

Reco"~endation No.6 ---
USAID/Bolivia should require SNC to return to the 

project the explosives used for non-project purposes. 

e. Project R~cords 

SNC has not maintained project records as required by the Loan 
Agreement and Implementation Letters because of the lack of accounting personnel. 
SNC needs accurate, relevant and timely information on the financial and operational 
results of the project so they can improve its management. 

i) Ac~_ounti n9 Records 

SNC has not maintained separate books and records to 
account for pl'oject transacti ons. The project transacti OilS are recorded in the 
same accounts with non-project transactions. Also, SNC has not established separate 
subsidiary aCC(iunts fOt' the AID and GOB contributions by project component. 

We also found that while SNC has kept a separate ~ccount 
for USAID advances they d'id not have complete documentation to support the use of 
funds which has prevented the timely liquidation of the advances (see page 13 ). 

IJe believe this is contrary to (1) Section 4.09 of the 
Loan Agreem2nt ~'/tl'jch states "Tile Borrower shall ... cctuse to be maintained, in 
accordance with sound accolJnting principles and practices consistently applied. 
books and record<; I'e 1 aU ng both to the Project and to thi 5 Agreement. II and 
(2) Attachment J to Implementation Letter No.1 which ~·~tes " ... the Borrower should 
establish subsidiary accounting records and supportin9 files for each project 
component." 

In addition to the above. we believe SNC should open sepa­
rate cost accounts for euch road project to help management plan and control the 
cost of the projects. 

ii) Proparty Mv:..nagement Records 

Our visit to the project warehouse in La Paz disclosed that 
SNC had not prep~ .. id property control cards for spare parts and other conrnodities 
received many months ago because they were still in the process of opening boxes of 
spare parts. We also found that many of the spare parts had been damaged and were 
not suitable for use. 
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Recommendation No.7 

USAID/Bolivia should require SNC to maintain adequate 
accounting and property management records for the project 
as stipulated in Section 4.09 of the loan agreement. 

f. Cash Advances 

SNC has not promptly liquidated cash advances used because of 
inadequate accounting records ana contro~s. Also, the USAID has advanced funds to 
SNC in excess of its short-term (90 day) needs because the funds were not used as 
fast as planned. These conditions have reduced the purchasing power of unused funds 
because of inflation and could facilitate the use of AID loan funds for non project 
purposes. 

From August 1978 through December 1979, the USAID advanced 
$106,513 to SNC of which they have spent $72,976, leaving an unused balance of 
$33,537. Of the funds received by SNC, they have presented documentation acceptable 
to the USAID to liquidate $9,404 of the advances, leaving an unliquidated balance 
of $97,109 as detailed below: 

Date of Advance 

8/31/78 
9/1/78 
11/9/78 

Purpose 

Experimantal Program 
Procurement of Cement Pipe 
Fabrica de Tubos PAM 

Unliquidated Advances 

$ 58,881.25 
35,083.41 
3, 144.06 

Total $ 97,108.72 

On May 5, 1980, the USAID advised us during our Exit Conference 
that SNC had presented documentation to liquidate the advance of $3,144.06 made on 
November 9, 1978. 

Deficiencies found in SNC accounting records and controls were: 

1) SNC had deposited the funds advances by the USAID in the 
same b~nk accovnt witn funds received from other sources

1 
Thi~ is cQntrary to the 

provislons of Attachment J to Implementation Letter No. whiCh prohlblts the 
commingling of AID and other funds. Corrming1ing of the funds facilitates the use 
of AID funds for non-project purposes. 

2) In June 1979, we found that SNC had improperly used $57,409 
of the funds advanced by AID to pay SNC salaries. In July 1979, SNC restored these 
funds to the AID account. It appears that AID funds were used for non-project 
purposes because of an accounting classification error. 

3) SNC did not have records to support most of the expenses 
paid with the funds advanced by the USAID. 

He also found that the USAID had not taken timely action to 
follow-up with SNC to obtain an accounting for the advances. Even though most of 
the funds were advanced in August and ,September 1978 the USAID did not formally 
follow-up with SNC until October 4l 1979. Since then the USAID has followed-up 
in December 1979 and March 1980. un February 11,1980, the USAID advanced SNC 
$60.060 for the improvement of workcamps and the purchase of drainage material 
although the earlier advances had not been liquidated. This advance was made 
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because SNC promised to promptly account for the old advances and because they 
badly needed funds to improve workcamps and purchase drainage materials. In making 
this advance, the USAID said it would not make anymore advances until the old 
advances were liquidated. 

Recommendation No.8 

USAID/Bolivia should (1) obtain documentation from 
SNC to liquidate the outstanding advances as soon as possible 
(2) not make .lllY new advances to SNC unti 1 the old advances 
are fully accounted for (3) require SNC to deposit AID funds 
in a separate bank account and (4) establish procedures to 
determine that any new advances are not in excess of short-term 
(90 day) needs. 

g. Ineligible Costs 

U.S. banks may have improperly paid $6,996 of Bolivian consular 
fees under two letters of commitment issued to finance the procurement of commodi­
ties under AID loan 511-T-056 as shown below: 

Letter of 
Commitment No. 

511-T -5604 
511-T -5603 
5l1-T-5603 
511-T-5604 

Supplier 

Iowa Manufacturing Co. 
John Deere Intercontinental Ltd. 
John Deere Intercontinental Ltd. 
Le Torneau-Westinghouse Trade 

Amount 

$ 1,554.50 
4,203.00 

735.00 
503.50 

$ 6,996.00 

The above fees were shown in the commercial invoices which were 
supported by tax stamps issued by the Bolivian Consulate in the U.S. This indicates 
that the fees may have been paid by the U.S. banks. However, the payment documen­
tation should be reviewed in the U.S. to determine conclusively whether the fees 
were paid. 

Consular fees are not eligible for loan financing according to 
Section 4.05 of the AID Loan Agreement which states: 

liTo the extent that ... corrmodity procurement transactions 
financed hereunder, are not exempt from identifiable 
taxes, tariffs, duties, and other levels imposed under the 
laws in effect in Bolivia, Borrower shall payor reimburse 
the same under Section 4.02 of this Agreement with funds 
other than those provided under the Loan. 1I 

To verify compliance with Section 4.05 of the loan, the USAID 
should ask AID/W to determine whether the above fees have been paid by the U.S., 
banks and, if so, issue a bill of collection to recover the ineligible costs. 
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The U.S. banks may have paid the above consular fees ~ven though 
the costs were not eligible for reimbursement under the letters of commitment. 
Under this procedure, the USAID has no effective means to determine the propriety 
of payments bec.ause the USAID does not review the invoices paid by the banks. The 
USAID has recently started issuing direct letters of commitment to ~uppliers which 
will permit the USAID to better identify ineligible costs. Under the direct 
procedure, the USAID revie\is and certifies invoices \'/hich AID pays directly to the 
suppliers. This procedure also speeds-up payments to the suppliers, avoids the need 
to issue letters of credit and saves commissions charged to AID by U.S. banks under 
the bank 1 etter of c0mmitrnent procedure. Because of the advantages of the di rect 
letter of commitment procedure, we suggest the USAID expand its use to the extent 
that they have ava'i'!able staff time. 

Recommendation No.9 

lfS/HD/Boli'lia should ask AID/W to rletermine whether 
the consular fees were paid under AID loan Sll-T-056, and 
if so~ issue a bill of collection to recover the ineligible 
costs. 

h. 1!lsl~endent Audi t 

The audit of SNC's books and records performed by the Controller 
General of Bolivia for CY's 1977 and 1978 did not entirely comply with the scope 
requirements of Attachment C to Implementation Letter No.1. 

The audit r'eport d'id not include comments on the followi:1g 
matters as requ'j ted by Attnchment C: 

1) An evaluation of the management and internal controls 
afforded by the 8otrovmr' s accounti ng, fi nanci a 1 and operati ng procedures and 
practices. 

2) The borrower's compliance or noncompliance with covenants 
and warranties contained in th2 Loan Agreement. 

3) The provisions of major contracts and agreements. 

We believe that the scope of future audits should be expanded 
to include a rev'ie'i..' of d'~ abo':e matters since it will help the USAID to identify 
and correct problams more promptly. 

Our'j n9 ow' Exi t Conference on May 5, 1980, the USAID/Di rector 
said he recently L~lked to the Controller General of Bolivia about this problem as 
well as the need to do audits on a more timely basis. We suggest, however, that 
the USAID advise the Controller General in writing of the scope deficiencies 
disclosed by our review. 

The USAID has established a reports control system which is 
managed by the USAID ControlleY'. It is mainly used to determine whether the reports 
are submitted on a timely basis. 
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The USAID Controller is not able to comprehensively dstermine 
whether the monitoring reports received by the USAID comply with established 
content requirements because of staffing limitations. We suggest. therefore. 
that the principal burden for determining this be placed on project managers and 
that staff findings be reported to USAID management in the Monthly Project Status 
Reports. 

Recommenda ti on No:..J.Q. 

USAID/Bolivia should (1) ask SNC to follow-up with 
the Controller General of Bolivia to obtain compliance 
with AID audit requirements and (2) require its staff to 
evaluate whether monitoring reports received comply with 
the content requirements established by the USAID and report 
their findings to USAID management in the Monthly Project 
Status Reports. 

i. SNC Salaries -------
SNC has had difficulty in hiring and retaining the services of 

qualified professionals and skilled labor because SNC salary scales are too low. 
The lack of qualified professionals and skilled personnel adversely affects project 
p·'ogress. 

One of the most serious problems SNC has had is hiring a 
sufficient number of qualified surveyors to assist in the design of the roads. As 
the salaries offered by SNC were too low, the USAID resolved the problem by allowing 
SNC to use loan funds to contract six surveyors. 

We also found during our field trip to Santa Cruz in January 
1980, that many of the project employees believed the SNC Resident Engineer was not 
adequately qualified to direct and supervise the work being done in the area. 

Recommendation No. n 
USAID/Bolivia should encourage SNC to increase its 

salary scales for professionals and skilled labor to 
levels that will enable them to employ and retain 
qualified personnel. 

j. GOB Contribution 

The GOB has not complied with its financial conmitments as 
required under Annex I of the loan because of its weak financial position. As shown 
below, the GOB has contributed only $1,425,000 to the project through December 1979. 
which is only 54 percent of the amount required under the loan agreement. 
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Year 

1977 
1978 
1979 

1980 

261 
1 ,181 
Llli.. 
2,625 

1 ! 285 

256 
735 
981 

.1 p 973 

1 ,801 

lJ 

74 34 
266 408 

--lli --.W. 

lJM.. 1,425 

Y Y Y 
We do not believe the shortage in the GOB contribution has 

Significantly affected project progress because less funds were needed than planned 
due to delays in project implementation. The project was delayed mainly for reasons 
other than SNC funding. The lack of funds, however, has contributed to delays in 
clearing commodities from customs, hiring personnel and obtaining spare parts. 

We believe the USAID has adequately monitored the contribution 
of funds by th~ GOB and, therefore, make no recommendation. 

3. ~ort of GOB Partlc~ting Institutions 

Two GOB institutions (NCDS and MACA) have not supported the project 
as required by agreements signed with SNC because of the lack of suffi~ient GOB 
budgetary support and cooperation. As a result, project implementation has been 
delayed because of the lack of voluntary labor needed to build roads and the lack 
of timely data needed to prepare feasibility studies and select proposed road 
projects. 

a. NCDS 

NCDS has not supported the project as required by the NCDS/SNC 
agreement signed on February 10, 1977 because of a lack of funds to employ and 
support the needed staff. The lack of NCDS support has contributed to the lack of 
voluntary labor provided by communities which has significantly delayed the 
construction progress of many projects. 

According to the NCDS/SNC agreement, NCDS was to: 

i) Assign a voting representative to the National Road Selection 
Committee. 

ii) Employ eight full-time promoters to: 

(a) Assist in subproject site identification and selection. 

(b) Organize the community road committee, which was to be the 
formal body representing the community during project construction. 

11 Includes SNC contribution for fuel I training and central 
fully funded from the project budget. 

;~ Data is not available yet. 
]V Converted to dollars at rate of exchange of 24,975 pesos 
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Ic) Give promotional assistance to the recipient community to 
ensure that the requ red voluntary labor force is provided during the construction 
phase; and 

(d) M.intain the community road committee so that it is capable 
of mobilizing the work groups ne.ded to undertake minor road maintenance. 

Our review of NCDS compliance with this agreement disclosed they 
had not fully complied with tr.e provision to provide efght fUll-time promoters. 
Partly as a result of this, the communit~es have not provided sufficient labor which 
has aaversely affected construction progress iV 10 of the 20 projects started as of 
December 31, 1979. 

From March 1977 through December 1979 NCDS has only provided 
77.8 work-months of fu ll-time promoter services which is lar short of the 272 work­
months we calculated ,/Ore required by the SNC/NCDS agreement. On April 4, 1980, 
NCDS advised us that they do not have any promoters working in the Departments of 
Santa Cruz and Cochabamba , and that they have not recefved any reports on the work 
done by two of fts regu lar employees who were assigned to the Department of 
Chuquisaca as furl -~t~e promoters in October 1978. NCDS has not provided effective 
promotion to the project because of the lack of funds to pay adequate salaries to 
attract and retai h promoters and also to provide them with adequate support for 
transportation and travel. 

Because of the crucfal role played by NCDS promoters fn the 
i dentifica tion of projects and the mobilization of communfty labor, we believe ft 
is important that the USAID correct the problem . As suggested by the USAID, thfs 
could inc'l ude us ing loan funds to provide NCDS with sufficient resources to 
contract promoters and provfde them wfth adequate logistic support. We also believe 
that NCDS shoul d be required to report the progress made in improving the effective­
ness of its promo t·lona l services. 

ile.co.rnendation No. 12 

USAID/801i'J1a should (1) ens ure tha t sefficfent funds 
are pro vided to effectively promo te the project and 
(2) requi re SNC to repor t on the progress made in achieving 
this objective. 

b. MACA 

HACA has not supported the project as required by an agreement 
i t si gned with SNC on February 10, 1977 because of a lack of cooperation by MACA 
staff. MACA pa,·tici pation in the project could help to improve the road project 
selection process . 

Acc~din~ to the MACA/SNC agreement, MACA was to appoint a 
representati ve te be a memb~;~ of the National Road Selection Committee (Commfttee). 
Th is representati ve was also 'to supervise extension agents who were to work part­
time on the proj ect in preparing agricultural reports needed for the selectfon of 
proposed road plojects. Also, MACA was to proviae the Economi~t of SNC with data 
needed to determlne t e economic viability of the projects. 

We found that MACA has provided almost no assistance to the 
project. The MACA representati ve has only attended one of four meetings held by 
the Committee to select project s even though he received advance written notifi­
cation of, the meetings from SNC (see page g ). Also, MACA has not provided 
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any agricultural reports to SNC to help in project evaluation and selection which 
has shifted the burden of obtaining this data to SNC. The MACA representative told 
us he was not familiar with the provisions of the MACA/SNC agreement. 

He believe the USAID should notify MACA of these performance 
deficiencies and obtain a commitment from MACA that they will support the project 
as required. 

Recommendation No. 13 

USAID/Bolivia should obtain a commitment from MACA that 
they will support the project as required by its agreement 
signed with SNC on February 10, 1977. 

4. Technical Assistance 

In general. the technical assistance provided to SNC could have been 
improved. There werr a few deficiencies in the quality of services provfded but 
more importantly the quantity of services provided was considerably less than planned 
We believe that some of the problems of this project could have been avoided or 
corrected in a more timely manner if the technical assistance had been provided to 
SNC as planned. 

As shown below, only 26.5 work-months of technical assistance were 
provided to SNC versus 56 work-months planned under the project as of December 31, 
1979. 

Work-months of Technical 
Type of Assistance as of 12/31/79 Source of 
Advisor Period of Contract Planned Actual Financing __ _.._. ___ a."'_' __ 

General 11/1/77 to 1 0/9/78 26 11.5 Loan 056 
Equipment 10/1/78 to 12/31/80 30 15.0 Loan 056 

Total 56 26.5 - = 
VI::! do not believe the reduction in the quantity of services to be 

provided by the Equipment Advisor has had a significant adverse effect because 
construction did not start until September 1978 and the advisor arrived in October 
1978 and is still on board. 

HO'l1ever, the qual i ty and quantity of servi ces provi ded by the General 
Advisor has 11UI't tile project. The General Advisor was contracted for a two-year 
period beginning November 1, 1977 under AID loan 511-T-056. However, the contract 
was terminated o,fter almost one year because he could not get along with his 
counterpart (Chief of the RRD) and his performance was not satisfactory. The 
contractual duties of the General Advisor were to advise SNC for the: 

a. Planning and implementation of all project activities. 

b. Development and implementation of evaluation activities. 
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c. Coordination of activities between the central and regional offices 
and identification of problems and formulation of recommended solutions. 

d. Contemplation of necessary measures for the continuation of activi­
ties after project completion. 

e. Planning and evaluation of the experimental program. 

f. Coordination with the USAID. 

According to the Chief of the Rural Roads Department of SNC. the 
advisor only provided assistance to thA experimental program and s~ch assistance 
was not satisfacto'(y. 

Th~ project has not had a General Advisor since October 1978 because 
SNC did not want to use loan funds to pay for the services of the advisor. Thus. 
the USAID decided to wait and contract the services of a General Advisor with grant 
funds provided under the Rural Access Roads II project. A contractor was selected 
in April 1980 to provide the services of a General Advisor and a Training Advisor. 
As the USAID has acted to contract the technical assistance needed for the project. 
we make no recommendation. 

5. USAI D J:,LeJ d Tri p Reports 

At the time of our review the USAID did not have any written 
procedures spcc1'G'ing when field trip reports should be prepared. During CY 1979. 
USAID enginc~rs took 14 field trips to project areas but only prepared reports for 
5 of these tr'jps. He believe that field trip reports should be prepared when 
significant prob'lclis of a continuing nature are identified to serve as a basis for 
cor'rect'ing (,-,'or! 'folw\'!ing-up on the problems and fOI" inforrn'ing other USAID officials 
of the f"i nd i i1gs • 

Based on a Y'(~commendation in our draft audit report. the USAID issued 
a Local Notice on April 30, 1980. which established written procedures for the 
preparation and exchange of field trip reports. We have, therefore. withdrawn the 
recornm2i1da t'j on. 

B. Rura l_~~~.~!::.:~;l1.9a(L;_LL Project 

The project is in its early stages of implementation but is already about 
one year behind schedule. The loan/grant agreement was signed on August 30. 1978. 
Bids for tile P1j't'cl'ic;se of equipment and other commodities were not published until 
February 11,1980 versus a target date of March 15.1979 estimated in the project 
implementation p10,t1 prepared by SNC. This delay was mainly caused because the 
USAID deliberately held up the publication of bids until they were reasonably 
assured th3t SNC ~Jould begin the construction of workshops needed for equipment 
maintenance. SNC did not promptly prepare plans and schedules for workshop 
construction; also, the GOB did not provide its contribution ($200,000) to finance 
the construction of the workshops until February 1980 because of pol itica1 problems 
at the end of 1979. In April 1980, a contractor was selected to provide technical 
assistance to SNC. The USAID estimates that the construction of roads can begin 
under the project by the end of 1980 when the equipment arrives. 
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APPENDIX A 

ESTIMATED PROJECT COSTS FOR RURAL ACCESS ROADS I AND II AS OF 12/31/79 
(IN THOUSANDS OF DOLLARS) 

I~nd Construction Maintenance Technical 

Rural Access Roads I 

Construction 
Equ1pment 

..lQ.~.lL and Spare Parts To01s Materials 

Contracts for 
Construction of 
Sma 11 Structures Equipment Assistance Other 

Contin­
gencies 

AID Loan 511-T-056 
SNC 
NCDS 
MACA 
Communities 

Total 

Rural Access Roads II 

AID loan 511-T-061 
AID Grant 511-0466 
SNC 
DOC's 
Communities 

Total 

Gri'.nd Total 

8,500 
3,910 

40 
20 

2.J.QQ. 
15,570 

13,OO() 
300 

4,130 
3,280 
2,390 

5,800 

6,]00 

~700 

12,50Q. 

150 

150 

280 

280 

,..". 
,¥V 

1 ,850 

1 ,470 

Y 
11/ Consists of $10,000 for training and $200,000 for experimental program. 
~I Includes $30,000 for training and $320,000 for materials. 
3/ Estimated value of community ,"ight-awilYs. 

290 

900 

900 

1,190 

1,030 

200 

275 

275 

475 

210 l! 

770 §! 1,850 
25 

375 
515 

220 !J 

990 2,765 

1,100 ~ 

Operating 
Expenses 

3,910 Y 
40 
20 

3,000 §/ 

3,755 4f/ 
2,765 81 
2,170 ~ 

8,690 

15,660 

4/ Includes $230,000 for improvement of maintenance facil ities and offices, $60,000 for training and $330,000 for materials. 
~ Consists of $300,000 for training, $225,000 for vehicles, ~35,000 for surveying instruments, $80,000 for radios and $100,000 for evaluations. 
~ Estimated value of voluntary labor to be provided by communities. 
~~ Consists of $120,000 for community labor for maintenance costs and $100,000 for community right-aways. 
[j Includes $2,590,000 to be provided by the DOC's to SNC for operating expenses. 
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APPENDIX B 

ANALYSIS OF 20 ROAD PROJECTS 
STARTED AS OF 12/31/79 

Percent Equivalent Planned 
No. of of Work Kilometers Start Estimated y 

De~artmentlProject Kilometers Completed Comf!leted Date Start Comf!leted Planned Actual to Coml!lete 

Def!artment of La Paz 
Carrasco-Fernandez 20.0 85% 17.0 3/78 1/79 6.0 12.0 14.1 
San Pedro-Meji11ones W.O 85% 15.3 3/78 9/78 6.0 15.5 18.2 
Meji11ones-Uyunense 23.0 90% 20.7 3/78 9/78 6.0 15.5 17.2 
Uyunense-Bronceni 21.0 65% 13.6 1/79 9/79 4.0 3.5 5.3 
San Lorenzo-Meji11ones 20.0 25% 5.0 1/79 9/79 4.0 3.5 14.0 

Def!artment of Chuguisaca 
Quepupampa-Rodeo 9.5 100% 9.5 3/78 10/78 9/79 7.0 11.0 11.0 
Rodeo-Casa Grande . 20.3 97% 19.7 3/78 1/79 7.0 12.0 12.4 
Casa Grande-Redencion 18.8 87% 16.4 3/78 8/79 7.0 4.0 4.5 
Tarabuco-Co1chapampa 15.4 25% 3.8 3/78 11/79 7.0 2.0 8.0 

Def!artment of Cochabamba 
Cr. Rt. 7 - Tiraque 15.0 100% 15.0 3/78 1/79 3/79 7.0 2.0 2.0 
Cr. Rt. (Km. 71) - Corani 12.0 80% 9.6 3/7:>' 9/78 4.0 15.0 18.7 
Corani -Tab 1 ero 16.1 60% 9.7 3/78 9/78 4.0 15.0 25.0 
Senda III-Puerto Aurora 20.0 60% 12.0 3/78 10/79 4.0 3.0 5.0 
I vi rgarzama-Va 11 e lIennoso 19.0 90% 17.1 3/78 4/79 4.0 8.0 8.8 
Punata-Pacp,lnl 13.0 20% 2.6 11/79 1.5 7.5 

~~rtment of Santa Cruz 
Villa Bush - Km. 20 20.0 45% 9.0 3/78 10/78 7.0 14.5 32.2 
Buena Vista-Colonia Huaytu 18.5 95% 17.6 3/78 12/78 7.0 12.5 12.1 
San Car1os-Buen Retiro 13.0 80X 10.4 3/78 5/79 7.0 7.5 9.3 
Buen Retiro-Antofagasta 16.0 75':, 12.0 3/78 10/79 7.0 3.0 4.0 
Antofagasta-Est. Buen Retiro 9.0 10% _._9 3/78 12/79 2d 1.0 10.0 

Total s 337.6 236.9 5.9 'Y 12.0 = = 

~ Percent of work completed times number of kilometers planned. 
Elapsed time divided by percent of work completed. 
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APPENDIX C 

PLANNED AND ACTUAL COST PER KILOMETER OF ROADS 

Planned Actual 
(Life of Project) As of 12[31[79 

Costs 

1} AID Loan 
- Depreciation for Equipment and 

Spare Parts $ 2.053.780 1/ $ 773.314 
- Other Costs 2.700.000 y 521,000 

2} Community Contribution 3.100,000 611 ,971 
3) MACA Contribution 20.000 
4) NCDS Contribution 40,000 
5) SNC Contribution 3,910,000 1 ,425,000 

Total Costs $11 ,823,780 $3,331,285 

Number of Kilometers 1 ,200 236.9 ===- ==-== 

Cost Per Kilometer $ 9,853 $ 14,062 

Estimated cost of equipment and spare parts ($5,800,000) x planned months 
of use (34) ; estimated iife in months (96). 

~ ~ 
Y 

Amount of loan $8,500,000 - Cost of Equipment and Spare Parts ($5,800,000). 

Estimated cost of eguipment and spare parts ($5,800,000) x actual months of 
use as of 12/31/79 (16) ~ estimated life in months (120). 

Actual loan disbursements for other costs as of 12/31/79. 

Estimated value of community contribution ($3,100.000 x 236.9 kilometers 
completed as of 12/31/79 T planned kilometers to be built (1,200). 

Actual SNC contribution as of 12/31/79. 
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LIST OF REPORT RECOMMENDATIONS 

Recommendation No.1 

APPENDIX D 
Page 1 of 3 

USAID/Bolivia should require SNC to develop a work 
plan and ensure that adequate staff is provided to prepare 
a sufficient number of feasibility studies for proposed 
road projects. (Page 6.) 

Recommendation No.2 

USAID/Bolivia should (1) review the progress of the 
experimental program with SNC to determine whether the 
program has been carried out in accordance with the 
procedures established in the program plan and (2) require 
SNC to C0Y'rect any problems identified. (Page 7.) 

Recommendation No.3 

USAID/Bolivia should require SNC to (1) not start any 
new road projects until they have been approved in 
accordance with established procedures (2) determine 
through established procedures the acceptability of the 
nine projects that have started without the documented 
approval of the Committee and (3) sign maintenance agree­
ments with communities for the 18 projects that were started 
without agreements. (Page 10.) 

Recommendation No.4 

USAID/Bolivia should obtain from SNC a revised 
implementation plan for the project. (Page 11.) 

Recommendation No.5 

USAID/Bolivia in consultation with SNC, should reduce 
the quantity of tools to be purchased under the Rural Roads II 
project so the combined quantity of tools purchased under the 
Rural Roads I and II projects are not in excess of needs. 
(Page 11.) 

Recommenation No.6 

USAID/Bolivia should require SNC to return to the 
project the explosives used for non-project purposes. 
(Page 12.) 
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Recommendation No.7 

APPENDIX D 
Page 2 of 3 

USAID/Bolivia should require SNC to maintain adequate 
accounting and property management records for the project 
as stipulated in Section 4.09 of the loan agreement. 
(Page 13.) 

Recommendation No.8 ---------
USAID/Bolivia should (1) obtain documentation from 

SNC to liquidate the outstanding advances as soon as possible 
(2) not rnak,: cn) new advances to SNC until the old advances 
are fully iJcci.\unted for (3) require SNC to deposit AID funds 
in a separate bank account and (4) establish procedures to 
determine that any new advances are not in excess of short-term 
(90 day) needs. (Page 14.) 

RecorrJTlendation No. 9 "------
USAID/Bolivia should ask AID/W to determine whether the 

consular fees were paid under AID loan 511-1-056, and if so, 
issue a bill of collection to recover the ineligible costs. 
(Page 15.) 

~ec9mrnet~~~~i..2.n No~ 

USAID/Bolivia should ask AID/W to determine whether the 
consll"ic',r fees \12re paid under AID loan 511-1-056, and if so, 
iSSU2 a bill of collection to recover the ineligible costs. 
(Page 16.) 

USAID/Golivia should (1) ask SNC to follow-up with the 
Contl'o"i"lc( G2iv:"al of Bolivia to obtain compliance with AID 
audH i':::r:l!h'(~:,::ilts and (2) requ"ir-e its staff to evaluate 
whc'lJ:el' IIloilitor"j ng reports recei vcd comply with the content 
reqll'irAillnnts 2scablished by the USAID and report their 
findings to USAID management in the Monthly Project Status 
Reports. (Pa~8 16.) 

RCCOlnlilCildation l~o. 12 
--~'--'-'--'-.. ----~.---

USAID/Bolivia should (1) e~sure that sufficient funds 
ere pro'/i ded to effecti vely promote the project and 
(2) require SNC to report on the progress made in achieving 
this objective. (Page 18.) 
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Recommendation No. 13 

APPENDIX D 
Page 3 of 3 

USAID/Bolivia should obtain a commitment from MACA 
that they will support the prcject as required by its 
agreement signed with SNC on February 10, 1977. (Page 19.) 
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LIST OF REPORT RECIPIENTS 

Cop1es 

Deputy Administrator, AID/W 1 

Assistant Admini.strator - Bureau for Latin America and the Caribbean 
(LAC), AID/W 5 

Assistant Administrator, Office of Legislative Affairs (LEG), AID/W 1 

Controller, Office nf Financial Management (OFM), AID/W 1 

Mission Director, USAID/Bolivia 5 

Bolivia Country Officer, ARA/AND/B, AID/W 1 

General Counsel, GC, AID/W 1 

Director, LAC/DP/PO, AID/W 3 

Director, OPA, AID/W 1 

DS/DIU/DI, Room 813, SA-1B, AID/W 4 

PPC/E, AID/W 1 

DS/AGR, AID/H 1 

Auditor General? AID/W 1 

AAG/AFRICA (West, AID/vI 1 

AAG/AFRICA (East), Nairobi, Kenya 1 

AAG/E, Cairo, Egypt 1 

AAG/EA, Manila, Phillipines 1 

AAG/NE, Kat'achi ~ Paki stan 1 

AAG/W, AID/W 1 

AG/EMS/C&R, AID/W 12 

AG/PPP, AID/W 1 

AG/IIS, AID/W 1 

AAG/LA Bolivia Residency 1 

AAG/NE, New Delhi Residency 1 
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