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AGRICULTURAL SECTOR
USAID/BOLIVIA

EXECUTIVE SUMMARY

Introduction

Bolivia is the poorest country in South America and has the lowest agricultur-
al productivity rates on the continent.

In August 1974 USAID/Bolivia (USAID) published an assessment of the Bolivian
agricultural sector. The assessment reviewed the performance of the sector over
recent years and identified and analyzed the problems that have restricted agri-
cultural development in Bolivia. Since FY 1975, the USAID has started 20 projects
with a total estimated cost of about $243 million of which the USAID is to finance
$179 million (see Appendix A). These projects were designed to help the Government
of Bolivia (GOB) overcome the problems identified in the sector assessment and.to
increase the incomes and standards of 1iving of the small farmers.

Scope

This is the first overall audit of the agricultural sector and covered the
period from January 1, 1975 to September 30, 1979. Because o7 the significance
of the agricultural sector credit programs being assisted by AID, we are cov»ring
them in a separate report (Audit Report No. 1-511-80~11, issued May 29, 15¢0).
A11 other findings and recommendations resulting from our review are included ir
this audit report.

The principal objectives of our examination were to determine as of September
30, 1979 (1) the impact of USAID projects on the performance of the agricultural
sector since the beginning of CY 1975; {2) the extent to which USAID programs have
assisted the GOB in overcoming the constraints to agricultural development; (3) the

degree to which AID provided resources have been effectively and efficiently utilized;

and (4) the adequacy of USAID management of projects in the agricultural sector.
Conclusions
In general, we believe the USAID has (1) formulated an adequate program

strategy since 1975 to heip the GOB accelerate the development of its agricultural
sector, and (2) developed an adequate group of well-designed projects to increase

..the per.capita income and standards of-1iving-of the-rural-poor.  We did find,” —

however, several areas where the USAID and GOB could improve the management of
their agricultural sector programs in order to have a greater impact on sector
performance. Our major corclusions are presented in the following paragraphs:

Impact of USAID Assisted Programs

It appears that no progress has been made since 1975 to achieve the
USAID's sector goal of increasing the per capita income and standard of living of
rural people. Per capita Gross Domestic Product (GDP) for the agricultural sector
decreased in real terms at an annual rate of 1.7 percent from 1975 to 1978 compared
to an increase of .4 percent during the period 1972-78.
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USAID programs have had a minimal effect in improving the performance -
of the agricultural sector and in overcoming the constraints identified in the
1974 Sector Assessment because of (1) slow implementation of some of the older
USAID projects and the newness of other projects (2) inadequate GOB policies
and financial support to the sector and (3) bad weather conditions which have
reduced yields of some crops.

In order to increase the effectiveness of AID assistance and accelerate _
the development of the agricultural sector the GOB needs to (1) increase finan- -
cial support to public sector agencies (2) adept pricing policies that provide :
greater production incentives to small farmers (3) increase the supply of
fertilizer and improved seed and (4) increase the services provided the soil
testing laboratories (see page 4 ).

Training

The USAID plans to provide advance degree training to 69 public and
university employees working in the agricultural sector. The purpose of this
training is to upgrade the level of public administration which was identified as
a major constraint to the development of a more vigorous-agricultural sector in = _
the 1974 Sector Assessment.

Our review of the training program disclosed that (1) GOB salaries of
returning participants with advanced degrees and professional employees are too
low to attract and retain qualified emnloyees (2) the USAID has not followed-up
with returned participants to identify and correct any job-related and future
training problems (3) USAID participant training records are not adequate and
(4) Ministry of Campesino Affairs and Agriculture (MACA) has not billed a returned
participant for breach of contract (see page16).

Commodities

The GOB procurement, management and utilization of commodities can be -
improved. Excessive delays in the procurement of AID-financed commodities have
adversely affected the impiementation of many agricultural sector projects. s T
Control over the receipt, storage, and distribution of commodities is weak.

Claims for lost commodities are not promptly filed and recoveries are not used
to replace commodities lost. Commodities are not promptly delivered to project
sites so they can be used as intended (see page 26 ).

—— Te C h n 1. Ca 1 AS S 1. S t a n C e et aone et e L sin it 8 42k e - s mananin e -

The implementation of agricultural sector projects has been adversely
affected because the technical assistance being provided has suffered from (1)
the lack of effective counterpart relationships, (2) the lack of Snanish language

proficiency of some advisors, (3) inadequate work plans, (4) lack of the timely
recruitment of advisors, and (5) inadequate mix of technical skills to effect-
ively respond to problem areas (see page 26).

Construction

Construction activities under the agricultural sector projects have



moved much slower than planned. Out of 25 projects planned for the sector under H
AID loans 050, 053 and 059, 2 have been completed, 15 are in process and 8 had T
not been started as of September 30, 1979. According to the project papers for . A
these loans, the construction activities were to have been completed by September :
1978 under loans 050 and 053 and by October 1980 under loan 059.

Our review of construction activities financed under the agricul tural
sector projects disclosed that (1) the GOB has not committed enough funds to ,
complete two penetration roads (2) the GOB has not prov1ded sufficient funds to k.
effectively maintain and operate project equipment which has delayed the con-
struction of access trails (3) MACA has not promptly obtained land and Tand
titles for eight facilities to be built under the Agricultural Sector II project -
which has delaved the start of construction and (4) GOB supervision and USAID
- inspections of construction activities have not been made frequently enough to
assure that preblems are promptly identified (see page 31)

USAID Management

We believe that USAID management of the agricultural sector projects
can be improved. We found numerous examples where the USAID has riot taken timely
and effective action to identify and/or resolve problems related to GOB pricing
policy, use of AID-financed equipment, construction, counterparts and compliance }
with project provisions. However, the USAID has recently taken acticn to reduce
procurement de]ays (see pages 22 & 23). In addition, we found that improvements
can be made in project evaluation procedures, implementation planning controls,
the design of logical frameworks, and procedures used tc control the implement-
ation of recommendations made in evaluation and audit reports. This should result
1n rore realistic 1mp1ementat1on of recommendations made in evaluation and audit

~cports (see page 38).

1o

Recommendations -

We have made 23 recommendations to improve the implementation of the
agricultural sector projectc. These recommendations were directed at correcting
~ problems related to sector1a1 constraints, training, commodities, technical C T
—assistance;constructionand USAID ‘management. ~ The 1mp1ementat1on of these T
recom mendat.ons should increase the effectiveness of AID assistance and accelerate
the development of the agricultural sector.

While this audit was iu process, the USAID took action to implement 6
.additional reccmmendations 1nc1uded in our draft report.




o

BACKGROUND

A. Scope of Audit

We have made an audit of USAID/Bolivia (USAID) programs to the agricultural
sector. This is the first overall audit of the agricultural sector and covered
the period from January 1, 1975 to September 30, 1979. Because of the signifi-
cance of the agricultural sector credit programs being assisted by AID, we are
covering them in a separate report (Audit Report No. 1-511-80-11 , issued
May 29, 1980). A1l other findings and recommendations resulting from our review
are included in this audit report.

As of September 30, 1979, the USAID program to the Bolivian agricultural
sector consisted of 20 active loan and grant projects with a total estimated cost
of about $243 million of which the USAID is to finance $179 million (see Appendix
A). Fourteen of these projects were directly related to agriculture and 6 were
partialty related. We made a detailed review of 11 loan and grant projects direct-
ly related to agriculture. These projects are identified in Appendix A.

No detailed review was made of the other three projects directly related _
to agriculture or the six projects partially related to agriculture because of
racent audits, limited disbursements, or planned audits in the future. However,
we included these precjects in our overall analysis of the sector to the degree
deeined necessary.

We also reviewed five prior audits of agricultural sector projects. The
major Yindings of these audits were that most of the projects were behind schedule,
some of the project implementation plans were not realistic, and the Government of
Bolivia (GOB) was not providing adequate financial support to some of the projects.
Recommendations were made that the USAID evaluate some projects to correct problems
and that implementation plans be updated. The five reports included 43 recommenda-
tions of winich 25 were closed as of September 30, 1979. The remaining 18 open
recommendations were made in an aud1t report pub11shed in August 1979 (Audit

~ Report No. 79-22). oo o ™

The principal objectives of our examination were to determine: (1) the

impact of USAID projects on the performance of the agricultural sector since the

beginning of CY 1975; (2) the extent to which USAID programs have assisted the

- GOB 1in overcoming the constraints to agricultural development; (3) the degree -

to which AID provided resources have been effectively and efficiently utilized;

and—(4)-the—adequacy of USAID management of projects in the agr1cu1tura] sector.

Our examination was made in accerdance with genera]]y accepted auditing
standards and included (1) discussions with officials of the USAID and GOB

mmpemert iy —agencies Tor proJects (Zythe review of records of the USAID and
GOB. implementing agencies (3) field trips to all project areas except the Beni and
(4) such othcr auditing procedures as were considered necessary.
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B. Characteristics of Bolivian Agriculture

Bolivia is the poorest country in South America and has the highest
percentage of its population in rural areas. Bolivia's rural population is faced
with a number of serious problems ranging from extremely low per capita income
"to the lowest nutritional intake levels in South America, the highest rates of
illiteracy, and the lowest agriculture productivity rates on the Continent.

In 1978, the population of Bolivia was estimated to be 4.8 million
persons of which 58 percent or about 2.8 million persons were 1living in rural -
areas and engaged in agricnlture. USAID estimates that small farmers represent .
90 to 95 percent of the rural population and that they comprise about 530,000
small farm families.

C. GOB Organizatijons Supporting Agriculture

There are numerous GOB organizations that support the agricultural sector
at both centralized and decentralized levels. At the centralized level are the
Ministry of Campesino Affairs and Agriculture (MACA), the Ministry of Industry and
Commerce (MIC) and the Ministry of Planning and Coordination (MPC). MACA's
responsibility is to monitor the whole sector, particularly with respect to policy
formulation and coordination of activities of different institutions at the decen-
tralized levels. MIC has responsibility to oversee (1) pricing and marketing of
some agricultural products, (2) development of agro-industrial enterprises at the .
decentralized levels, and (3) controlling imports and exports of agricultural .
products. MPC has responsibility for coordination of all planning activities of
the central government agencies. v

The decentralized institutions are normally under the control of a
ministry with the Minister having authority to appoint the director or the
president of the institution. However, they are autonomous in their budgets and
decisions. .

At the dentralized level there are 9 development corporations, 14 public
institutions and 4 public enterprises.

D. USAID Assessment of the Agricultural Sector

‘ In August 1974, the USAID published an assessment of the Bolivian

agricultural sector. The assessment reviewed the performance of the sector over

recent years and identified and analyzed problems that restricted agricultural
—development—in-Bolivias

, The assessment showed that while the economy in general was improving
between 1962 and 1972, the agricultural sector was not performing satisfactorily

VN WP

output in agriculture declined at an annual rate of .7 pércent ddr%ng this period.
Agriculture plays a key role and is fundamental to Bolivia's general economic
process. Thus, it is necessary to have significant increases in the agricultural

output to accelerate the development of the overall economy.

-2 -




The 1974 assessment concluded that development of the Bolivian
agricultural sector was restricted because of poor organizational structure,
lack of sufficient budget support, inadequate planning capacity, lack of agri-
cultural credit, limited availability and high cost of inputs, absence of a
sufficient number of qualified personnel, deficient transportation system and
inadequate policies. Considering the restraints and the significance of the small
farm sector, the USAID formulated a strategy with a geographicat and commodity
focus to increase the productivity and per capita incomes of small farmers.

E. Description of USAID Programs

The assessment pointed out that in order to assure the proposed USAID
programs would be efficiently managed and have the maximum positive impact, the
GOB would have to (1) improve policies to provide greater production incentives
(2) increase salaries to attract and retain qualified personnel (3) undertake
reorganizations to strengthen public agencies and (4) increase budget support.to .
provide an adequate level of public services. To assist the GOB in this effort,
USAID initiated a series of projects. As of September 30, 1979, USAID had 20
active and 4 proposed projects directly or partially related to agriculture. The
total estimated cost of these 24 projects was about $275 million of which AID
would finance about $211 million and the GOB would finance the remaining $63
million (Appendix A). .

In general, the USAID assisted projects were designed to (1) improve
research and extension services (2) provide credit to small farmers and agri-
business (3) establish cooperatives (4) upgrade agricultural universities (5)
improve planning (6) support colonization projects (7) develop transportation
facilities (8) expand GOB capability to provide inputs and other services (9)
provide formal training to public employees and (10) develop rural infrastructure
projects. A more complete description of the USAID assisted projects and related
accomptishments are included in Appendix G. .

F. USAID Management

The USAID Office of Rural Deve]opment manages 10 ofwthewJ4 act1ve,pr03ectsw

‘d1rect1y related to agriculture. This office has 9 professional employees consist-

ing of 7 U.S. direct hires and 2 foreign nationals.  The .other four projects
directly related to agriculture are managed by one U.S. direct hire employee and
one fore1gn national emp]oyee a551gned to the USAID's Off1ce of Deve]opment
Resources. ‘

G 0ther COMmMents -

Bolivian Pesos have been convertod to do]]ars in th1s report at the rate

of exchange of 20 pesos to $1.00 unless otherW1se noted.




AUDIT FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

A. Impact of USAID Assisted Programs

USAID programs have had a minimal effect in improving the performance cf
the agricultural sector since 1975 and in overcoming the constraints identified
in the 1974 sector assessment. The major factors that have Timited the impact of
USAID programs have been (1) slow implementation of some of the older USAID pro-
. jects and the newness of other projects (see Appendix G) (2) bad weather conditions
and (3) inadequate GOB policies and financial support to tie sector.

During the last 6 years (1972-78) the performance of the agricultural
sector has improved compared to the previous 10 year period (1962-72). Real Gross
Domestic Product (GDP) for agriculture has grown at an annual rate of 2.8 percent
¢iring the last 6 years compared to a rate of 1.9 percent during the previous 10

- vear period. Although the performance of the agricultural sector has improved,
it continues to lag the growth rate of the whole economy (see Appendix E).

It appears that no progress has been made since 1975 to achieve the USAID's
sector goal to increase f?e per capita income and standard of Tiving of rural
people. Per capita GDP =/for the agricultural sector decreased in real terms at
an annual rate of .7 percent from 1975 to 1978 compared to an increase of .4 per-
cent during the period 1972-78 (see Appendix E).

We believe that USAID programs could have a greater impact on sector
performance in future yesars once the objectives of on-going projects are achieved
and planned programs are started to upgrade the GOB extension service and expand
the amount of credit available to small farmers.

_ The weak performance of the agricultural sector from 1975 to 1978 is
5. pported by 3 sharp reduction in the annual growth rate of crop production in
netric tons 2 During the period 1975-78, total crop production excluding
sugar cane on]y grew at an annual rate of .81 percent compared to a rate of 3.09
percent during the period 1972-78 (see Appendix C). The fall-off in the rate of.

“growth-in-production-was—caused- by-a- peak1ng of~yield-growthfor most" commod1t1es
between 1974 and 1976 and a reduction in the rate of new Tand brought under cu1t1—
vat1on s1nce 1975 (see Append1 <es D and E)

;j"_Ihe_USALD“does-not.have_anyastat4st4chto d1rect1y—measure—thé~ﬂncrease~1n"per

capita income but such stat1st1cs are being deve]oped under the Farm Po11cy
Study Project.

Z_/ This assumes-that there was not 3 c':nn‘ fica £ "
*“quwwya]ye“ptod cts to ]1ght we1ght h1gh -val e products.

: *1




An analysis of individual crop yields indicated that many of them peaked
between 1974 and 1976. In 1977, the yields of many crops grown in the highlands
and valleys fell significantly because of a drought. In 1978, yields recovered
but because of a freeze the rate of recovery was less than it might have otherwise
been. Yields were also adversely affected because (1) new technologies have not
been disseminated and adopted by the farmers and (2) GOB pricing policies have
kept farm level prices too Tow to provide adequate incentives for farmers to risk
investing in inputs needed to increase yields.

Inadequate GOB policies and financial support have also limited the
impact of USAID projects. Below we analyze five of these constraints which should -
be corrected to increase the effectiveness of USAID projects and accelerate the
development of the agricultural sector.

1. GOB Financial Support ‘ , ‘ -

In general, the GOB budgetary support to public agencies serving -
agriculture has been inadequate to provide the services necessary to effectively
support the development of the sector and the implementation of AID-financed -
projects because of the weak financial condition of the GOB. Also, the GOB has
not allocated adequate budgetary resources to agriculture because it has given
higher priority to other sectors. From 1974 to 1978, the percent of total GOB
budget from both internal and external sources, a]]ocated to agriculture has fallen "
10.29 to 9.26 percent.

The 1974 Sector Assessment estimated that public sector budgets . -
serving agriculture would have to be increased at a real rate of 15 percent per
year to provide adequate public services. As a result of this conclusion, the
GOB submitted a plan under condition precedent 3.01(d) of the Agr1cu1tura1 Sector
I loan to increase the MACA budget and those of its decentralized agencies at a
real rate of 15 percent per year from 1975 to 1979 with National Treasury funds
A review of the MACA budget (to which we have added those of IBTA and CIAT) L
shows thatvit was only increased at a real rate of 9.3 percent during this per1od

-.The. rea1 rate of- growth in the MACA, IBTA and CIAT budgets on.a_per_ -~

'Mcapiﬁé eﬁployee basis was even lower than on a tota1 budget basis because the
total personnel. employed by these institutions increased from 997 in 1975 to

1,284 in 1979. During this period, the per capita enployee budget only grew

at a real rate of 2.7 percent which was not adequate to raise salaries to compe-
titive levels and provide sufficient funds for operating expenses.

1/ The budgets of IBTA (Bolivian In5t1tute of Agricultural Technology) and

CHAT {TropicatAgricuTtural Research Center) were added to the MACA budget
_.since these institutions were established.-in 1977-to- take over funct1ons
previously performed by and budgeted under MACA.
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The failure of the GOB to adequately increase budgets for agriculture

has adversely affected the level and quality of public services and the use of
AID-financed assistance. Examples where budgets should be increased are:

a)

The IBTA soil testing laboratories did not have sufficient

~ funds to buy chemicals and hire personnel needed to effectively

use AID-financed soil testing equipment (see page 14 ).

Low salaries paid by public agencies serving agriculture have

prevented them from employing an adequate number of personnel

with advanced degrees. Public employees with advanced degrees
have only increased from 21 in 1974 to 23 in 1978. ‘

The lack of budgetary support to the National Cooperative
Institute (INALCO) reduced the effectiveness of technical
assistance provided under the Smaill Farmer Organizations
project (Grant 511-0452).

The lack of enough qualified counterparts in MACA's Planning
Division has reduced the effectiveness of technical assistance

‘financed under the Farm Study Policy, the Basic Foods Production

and Marketing and the Agricultural Sector II projects (see pages
27 and 28).

- IBTA's Regional Office in Cochabamba did not have an economist

to work with an advisor financed under Basic Food Production
and Marketing project. This prevented the project from helping
IBTA develop a capacity to test the economic viability of
research findings (see page 27 )

The National Institute of Colonization (INC) did not have
sufficient funds to effectively maintain and operate project
equipment which has contributed to construction delays under

“the Subtropical Land Development project (see page 33).

IBTA and CIAT did not have sufficient funds to increase their “

staffs and cover operating expenses needed to upgrade the -
- extension services. As a result, the services have been unable

to effectively disseminate new technologies to the small farmer.

L

h)__IBTA_did_not_have sufficient_funds_to_publish_the research _

results of many experiments. ‘ '

The lack of an adequately financed extension service has reduced

_the effectivencss of technical assistance provided to IBTA under
lrthe>§asjcthqd,PrOQUction andrMarketing project (see page 56).

The failure of the GOB}tb‘prompt1y provide funds to‘its'oi1
processing plant in Villamontes delayed the payment of funds to
farmers who sold soybeans and peanuts to the plant under the

USAID-financed land clearing project. This has adversely affected
farmers-attitudes toward the project and has reduced demand for -

land clearing services.

- 6.. L




'k) MACA supervision of AID-financed construction projects has been
Timited because of a lack of funds for travel expenses and
transportation (see page 36 ).

1) Public salaries are not high enough to retain AID-financed
participants with advanced degrees. The 1974 Sector Assessment
pointed out that most public employees trained under USAID and
other programs in the 1950s were lost by the early 1960s because
of low salaries. The USAID is financing the advance degree
training of 69 public employees under its agricultural sector
projects. Our follow-up review of 2 of 16 returned participants
disclosed that one of the returnees has resigned because of a
low salary (see page 19).

m) The GOB has not contributed to the BAB $1,000,000 of loan capital

and $25,000 of funds for operating expenses for the Small Farmer
Credit Program (SFCP) as required under AID Loan 511-T-059.
However, the Bolivian Agriculture Bank (BAB) has (1) contributed
the $1,000,000 of loan capital to the SFCP Fund from its own
resources and (2) requested that the GBB include in its budget .
for CY 1980 the contributions required to be made to the program.

n) The lack of funds to employ and support enough qualified
.counterparts in IBTA and CIAT has reduced the effectiveness of
technical assistance provided under the Basic Foods Production
and Market1ng project. The contractor estimates that when its
contract is completed in 1982 after seven years of assistance,
IBTA will not be able to carry out a research program at the
current level of effort without further assistance.

o) IBTA did not have sufficient funds to prompt1y deliver AID-
- financed commodities to project sites wh1ch de]ayed the use of
_ commod1t1es (see page 26 ).

A

The USAID has recogn1zed and acted to he]p the GOB reso]ve its

L problem of not be1ng able to provide sufficient counterpart to AID prOJects The
problem is more serious now because of the current economic crisis in Bolivia.

The USAID has reduced estimated GOB counterpart requirements for 1980 from

slightly over $19 million to $12.6 million. For example, the USAID has designed

a proposed Agricultural Extension project for 1980 to limit the financial require-

ments-to*be-piaced ~onthe GOB T ATS0, funds will be made available under the

USAID's P.L. 480 Title III program as well as under loans from the World Bank and

International Monetary Fund to prov1de some of the GOB counterpart requ1rement for

new AID projects.

While the above. act1ons will-limit the- adverse f1nanc1a1 1mpact of

. new prbgram starts on GOB budgetary resources, it does little to help the GOB

provide adequate support to existing projects. In fact, starting new projects
could make it more difficult for the GOB to support existing projects because

budgetary resources m1ght have to be spread more thinly over a greater number of |




The basic Tong-run problem is that the GOB is not making a rational
use of its resources. To improve the effectiveness of its activities, the GOB
should spread its budgetary resources over fewer activities which are of the
highest priority. By cutting back on low priority activities, the GOB could save
enough funds to adequately fund its continuing programs and employ qualified public
servants.

Based on the above analysis, we do not believe it would be prudent
to finance any new USAID projects to the agricultural sector in Bolivia until the
GOB provides adequate budgetary support to its public agencies to ensure that
AID-financed assistance is being used effectively under existing agricu]tura]
projects. Also, in order to provide the USAID with greater leverage in the future,
we suggest that covenants be included in new project agreements which would requ1re
the GOB to increase and maintain its pub11c sector budgets at an acceptable level
to ensure that AID-financed assistance is used effectively.

Recommendation No. 1

The AA/LAC should consider not authorizing
any new agricultural projects for USAID/Bolivia
until the GOB provides adequate budgetary
support to its public agencies to ensure that
AID-financed assistance is being used effect-
jvely under existing agricultural projects.

2. GOB Price Policy

GOB price policy is geared more to keeping consumer prices low for
pelitical reasons than providing adequate prices to farmers to cover their cost
o7 production. ‘As a consequence, the rate of growth in product1on of most food
comnod1t1es has increased at a slower rate than the growth in demand (see page 58 ).
This resulted in the need for the GOB to 1mport potatoes in 1978 and 1979 and
r1ce and corn in 1979

= Accord1nq to the Qupreme Decrees governing GOB. pr1c1ng po]wcy, MACA
<1s responsible for determining the costs nf production and setting prices at the
farm level and the M1n1stry of Industry and Commerce (MIC) at the retail level.

Prices at the farm level can be effect1ve1y controlled on]y when "
the commodities produced by the farmers have to be sold to a processing plant.

These commodities include sugar, soybeans, peanuts, rice, wheat, cotton, cacao,
‘tea, and coffee. The prices paid to the farmers by the processing. p]ants are set
by MIC after cons1der1ng the cost of product1on, the process1ng and market1ng
costs, and the des1red retail price.. L »

?
. . Pr1ces of-other products that are marketed d1rect1y to- the consumer.
W1thout process1ng, such as potatoes, corn, citrus, and vegetab]es, are generally
only controlled at the retail level. Thus, the retail pr1ces indirectly control
the prices received by the farmers. However, since it is more difficult to control
prices at the retail level, there is a frec® market for these commod1t1es than
“those that have to be. so]d to a process1ng plant.. IR
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The following is an example of the undesirable effects of GOB
pricing policy for sugar. By Supreme Decree 16581, dated June 18, 1979, the
GOB set a price of $13.50 per metric ton for the sugar cane growers when the
estimated cost of production of the growers was $17.60 per ton 1/. The GOB also
set a selling price for refined sugar produced by the mills of $15.00 T?r cwt
when the estimated cost of production of the miils was 319.15 per cwt =/. As a
result of these prices, both the farmers and sugar mills lost money in 1979
which could recuce the amount of sugar cane produced in 1980. The retail price
of sugar to the consumer has not changed since 1974, rema1n1ng at a price of
$.335 per kilo.

In general, we believe a free market price policy combined with a
Timited GOB price stabilization program would probably result in a more efficient
allocation of resources at the farm level and accelerate the rate of growth of
production for those commodities in which Bolivia has a comparative advantage.

AID loan 511-T-052 included a covenant (Section 5.05) under which
the GOB agreed to "... analyze on a continuing basis governmental pricing policies
which affect types of basic foods financed under the Project and, where indicated,
to implement policies providing greater production 1ncent1ves for those basic
foods".

Also, AID loan 511-T-053 included a similar covenant (Section 5.05)
which stated: "The Borrower agrees to develop price policies which will provide
small farmers with incentives to increase production. In establishing such poli-
. cies, Borrower shall consider the costs to such farmers for needed investments,

~ seed, fertilizers, pesticides and materials, as well as the cost of credit."

" Based.on our review of GOB price policies, we do not believe the
GOB has complied with these covenants which has contributed to the failure of
production t0 keep pace with the growth in demand for many bas1c farm commedities.

According to the USAID, they have tepeated]y ta]ked to top GOB

off1c1a’s about the need to adopt.more realistic pricing pclicies. However,-the -

USAID—-has—not" taken“any“act1on“to enforce the GOB price policy covenants 1nc1uded
~in AID loans 052 and 053. It is unlikely that the USAID could get the GOB to
~comply with these covenants in the near future because of the influence of po]i-
tics on the pricing process. We believe, however, that the USAID should urge the
~ GOB to demonstrate to policy-makers the adverse economic effects of the current
-pr1c1ng po]1c1es which will provide greater production 1ncent1ves to small farmers.

1/ Cost est1mates were obtained from MACA




Recommendation No. 2

USAID/Bolivia should (1) urge the
GOB to adopt pricing policies as required
by section 5.05 of AID Loans 511-T-052 and
053 and (2) assist the GOB in price policy
analysis. ‘

3. Fertilizer

‘ The use of fertilizer in Bolivia has not increased during the 1970s
because of the lack of action by the GOB to foster the development of a domestic
fertilizer industry. Also, the USAID has not acted to implement the recommenda-
tions of a 1978 AID-financed study to increase the supply of fertilizer. The lack
of fertilizer is a major reason for Bolivia's low level of agricultural producti-
vity.

' As shovin below, fertiTizer imports have increased very little during
the 1970s. ‘

Metric Tons 1/

Year of Fertilizer
1970 9,373

1971 , 6,885

1972 6,899

1973 ‘ 13,743

197¢ 5,499

1975 7,915

1976 7,331

1977 ‘ 6,696
1978 9,509

-Except for_organic_ fertilizer, all_ of Bolivia's_fertilizer_

requirements are imported. About 80 percent of all 1mported fert111zers go into

‘the product1on of potatoes

We_do not believe that private business as presently organized will

be able to promptly meet the supply requirements of an increase in demand for

fertilizer caused by the use of more advanced techno]ogy and a rapidly expanding

credit program &/ which will more than double irn size by 1983. Also, whatever ;
supply requirements which the private sector w111 be able to sat1sfy w111 probab]y
be done at unreasonable pr1ces

2

rui/ dData obta1ned from unpub11shed 1nformat1on prOV1ded by MACA S Market1ng

‘ D1v151on

2/ As of June 30, 1979, the GOB and AID had budgeted under existing and. proposed

projects. about $52 million for. cred1t to.- sma11 farmers of which about. $]5

- million was disbursed.




In November 1978, the International Fertilizer Development Center
(IFDC) did a feasibility study on establishing a fertilizer industry in Bolivia
under a USAID contract. IFDC estimated that demand for fertilizer would increase.
300 percent by 1982 and that agricultural productivity of some crops could be
increased from 17 to 192 percent 7Trom the use of fertilizer.

IFDC reported that there are about 20 firms in the business of
importing and selling fertilizer in Bolivia. Most of these firms are commercial
companies set up as local representatives of foreign manufacturers. Fertilizers -
must compete with other imported products within the Tocal company on a compara-
tive margin. If the returns for fertilizers are low in comparison, the companies
quickly lose interest and do not import or store any type of fertilizer. The
~importing companies with this attitude generally do not plan ahead and dov not
purchase at the best possible time or price; they do not anticipate the need to
warehouse or stock products in advance. They simply pass on to the consumer the
cost of importing the type of fertilizer brought into the market place. The
small farmer is forced to purchase whatever nroducts happen to be imported by the
local distributors even though this may not meet his technical needs. The prices
are usually not favorable to the farmer when compared with prices paid by other
farmers in the world. In addition, the small farmer receives little or no tech-
nical service, credit assistance, or delivery facilities which would norma]ly be
expected from fertilizer distributors. Also, most of the fertilizer is sold in
larger urban centers and not in the rural areas where it is needed mostly because
of the lack of adequate distribution systems.

- IFDC recommended the estab]ishment of a fertilizer blending and
bagging plant. Initially, the plant would exclusively use imported raw materials -
which would Tater be combined with some domestically produced materials. The total
financing for the plant was estimated at $3,198,060 consisting of a plant invest-
ment of $240,000 plus working capital of $2,958,060. This level of investment . -
would provide a capacity in excess of 20,000 metric tons a year and could operate
at a profit of $343 900 a year with an average sales price of 5260 per metric ton.
This would result in a cost savings of a $140 per metric ton when compared. to

—current_retail-prices- ofw$400~a~ton for“18 46=0— fert111zer*ton51st1ng of nitrogen
and phosphorus ‘ ‘ .

Another opt1on recommended by IFDC in Tieu of a p1ant would be to
1mport the fert111zer directly in bags to supply the needs of the small farmers.
The cost per bag  would be higher than using the option of a.plant but still Tower
than current_market_prices..—Also,—this-option-could-be—implemented-more—quickly—

- with a lower total investment and has already been done on a small scale by the . =
Integral Cooperat1ves (ICs) estab11shed under the Small Farmer Organizations:
prOJect

A]though the USAID agreed with the recommendations of the IFDC. . e
~study, they had not taken any action to implement the recommendations as of
December 31, 1979. However, prior to the IFDC study the USAID established a
program to - 1mport bagged fertilizer for the members of the IC' s under the Small
Farmer Organ1zat1ons progect . ‘ ‘
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To try to implement the recommendations of the study, the USAID
should promote the project with key officials of the GOB and private sector and
provide them with copies of the report.

In sum, we believe an increase in the supply of low-cost fertilizer
to meet demand projections would henefit the small farm target group and increase
agricultural productivity.

Recommendation No. 3

. USAID/Bolivia should take action to try
to implement the recommendations of the IFDC
study.

4. Improved or Clean Varieties of Certified Seed

The production of certified seed by MACA's Seed Division only
increased from 914 metric tons in 1974 to 1,003 tons in 1979 mainly because of
a lack of an effective p1an to promote the use of improved seed by credit programs
and the GOB extension service.. In.1979, MACA's two AID-improved seed plants only
operated at about 15 percent 1/ of capacity. MACA's performance in the production
of seed will have to be great]y increased over the next several years if subsian-
tial gains are to be made in agricultural productivity.

Accord1ng to the USAID, the use of improved seed for soyheans, corn
and rice can increase yields by 38, 132 apd 148 percent, respectively. Also,
CID/IBTA research findings show that yields of potatoes can be increased 316 per-
cent by mainly us1ng c1ean seed plus fertilizer. :

. WACA has two seed processing p]ants in operat1on with a total capacity
of 6 864 metric tons plus one piant under construction, one being 1mproved, and
two planned with a total capacity of 12, 272 metr1c tons.

: The~U§AID—4s~f1nancnng-amprovements and- equ1pment«fon«three«ex1st1na
plants and the construction and equipment for three new plants. In addition, USAID
plans to finance the services of a seed.advisor under a contract with the Chemonlcs
Internat1ona1 Consulting Division (Chemon1cs) to advise MACA in the area of seed
quality control, production, processing, and distribution. The USAID also has
budgeted $250,000 under the Agricultural Sector II loan to increase the capital of

_._MACA! _Rotat1ng-Seed_Fund_whleh_Js.io be_used_to_ purchase_seed quwn by farmers.

(v

In 1979, MACA only produced 4/10 of 1 percent of the tota] seed that
would have been requ1red to p]ant a]i of the hectares of the fo]]ow1ng crops grown ‘

‘ in Bo'lw-;a m 1978

1/ This percent represents the estimated capac1ty of MACA's two seed p1ants

- d1v1dcd by 1 003 tons of seed produced in 1979
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Metric Tons of 1/
Seed Required
to Plant all the

Metric Tons of Seed

Percent of Seed

Hectares Grown Production Produced in 1979 toZ
Crops in 1979 “in 1979 Total Requirements
Corn 8,973 . 122 1.4% _
Potatoes 195,000 181 % -
Wheat 7,990 409 5.0%
Rice 8,750 45 .5%
Soybeans 971 205 21.1% !
Peanuts 810 - -
Barley 11,510 27 2%
Oats 300 14 4.7%
Total - 234,304 1,003 4%

sion_service.

Below, we estimated that the effectivé'demgnd for certified seed
could increase from 7,029 metric tons in 1978 to 21,321 tons in 1983 provided the .
use of improved seed is adequately promoted by credit programs and the GOB exten- -

Estimated Percent of -

2/

Farmers Able to Buy Seed

Farmers Not
Under Formal

Effective Demand for Seed 3/

Year - ‘USAID Other Credit Programs Total (Metric Tons)

1978 1.4 .6 1.0 3.0 7,029 .
1979 2.0 Q. 1.2 a1 90606

1980 2.7 1.2 1.4 5.3 12,418 | |
1981 3.5 - 1.5 1.6 6.7 15,698 . ra

1982 4.3 1.8 1.8 7.9 18,510 o

1983 5.0 2.1 2.0 9.1 21,321

Seed required to plant one hectare (estimated by USAID) times hectares

of crops planted in 1978
Statistics Division)

(obtained from unpublished data provided by MACA's

~ able to b
“in 1978,

2/ _The percent,of;farmersﬁab]e toibuy,seed,is,representedrby!thewestimatéd; ~~»
percent of farmers reached by USAID and other credit
~farmers not receiving formal credit.‘

programs plus other

- Effective demand Was'determined by multiplying the‘percent of‘smaii farmers
qyﬂseed_by,the‘to;alﬁseed,requirements,for,cropSvunderAcu]tiyation.w .
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The annual production capacity of MACA's f seed plants in operation
plus the 4 plants to be completed (19,136 metric tors) —/ indicates that MACA
should have enough capacity to sat1sfy effective demand through 1983.

The main factor limiting an increase in seed production is the lack
of demand for seed. There are alse production problems, such as seed quality,
that the USAID plans to address with technical assistance to be prov.ded under
the Chemonics contract

— Demand for seed can be created through the credit and extension
programs. The USAID in their reply to our draft report stated that they plan to
start an Agricultural Extension project in FY 1980 which will promote the use of
certified seed. However, it will take several years for this project tc have a
significant impact on demand because it is new and will have a limited geographi-
cal focus. The quickest way to create demand for certified seed on a national
scale is to encourage farmers to use the seed through the AID-financed credit
programs managed by the BAB and BCB. To achieve this end, the managers of the
MACA Seed Division and the credit programs should collaborate tc develop produc-
tion and promotional plans. For example, the managers of the credit precgrams
- would need to know the types and amounts of seed that would be available and
MACAs Seed Division would need to know the amoun! of seed required by the cred1t
programs.

- To ensure that the demand for certified seed is increased to
effect1ve1y use AID-financed production capacity, we believe that the USAID
~+ should work with MACA, tl.2 BAB, and the BCB to promote the use of seed.

Recommendation No. 4

USAID/Bolivia should work with MACA, the
BAB and the BCB to help them develop plans to
increase the demand for certified seed so AID-
f1nancnd product1on capacxty 1s ‘effectively

—— : - - ~-useds i, e

- _f”5. Soil Testing Capacity

The operation of IBTA's soil test1ng ‘aborator1es will have to be
- improved in order to effectively use AID-financed equipment and run soil tests

—for-an—increased-number- of—sma]T-Farmers-nnc1ud1ng*those -receiving—crop—production
loans under USAID credit programs. Such soil tests are needed to properly
determine the fertilizer needs of the soil in order to increase agricultural
productivity. ‘

o - TherUSAID believes, and we agree, that the first priority of the
soil testing laboratories should be used to support the research program to

~develop better fertilizer recommendations and the second pr1or1ty is to support
the soil test1ng needs of the small farmer ‘

-

~According to IBTA/CIAT research results supported by the Consort1um

“~for- Internat1ona1 Development (CID), a good body of information exists in Bo]1v1a*:"‘"“”T -
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to make fairly reliable fertilizer recommendations. According to CID; an AiD-
financed contractor, the technological status on making fertilizer recommendations
is as follows:

Confidence Level of

Crops Area Recommendations
1) Potatoes Whole Country 90%
2) Corn : Santa Cruz and Cochabamba 80%
3) Wheat, Oats
‘& Barley Upper Cochabamba Valley 80y L/
4) Rice Santa Cruz ‘ 80% 2/

As a general pract1c§7 fertilizer applications in Bolivia have been
553 ’ based on regional recommendations As pointed out in our recent audit of the
e . CROFOC program, (Audit Renort No. 79- 22, dated 8/28/79), regional recommendations
: - did not result in an efficient and effective application of fertilizers for _
potatoes grown by the farmers under the IC program in Potosi. ‘At the request of
the IC in Potosi, CID had CIAT run soil tests on 175 samples taken from the
farmer's fields in 1978. The test results showed that 48 percent of the samples
- were extremely low in phosphorus, 41 percent were medium to low and 11 percent -
were high. CID concluded that based or IC's proposed fertilizer applications
following regional recommendations, 59 percent of the farms sampled would not
receive the proper rate of fertilizer; some would receive too much (11 percent)
and others (48 percent) would not receive enough to bring about the best produc-
“ : tion levels. ‘

According to CID, the best production responses will generally be
obtained based on soil tests from farm fields. Regional recommendations would
normally only g1ve good resu]ts when they apply to an area where fertilizer has

- not been used in the past. ‘

The USAID has po1nted out,. and. we agree, .that for the country as -

a- ~wholes—credit-resources—could-be-used- more efficiently and effectively by not
~ making -¥ertilizer recommendations to bring about the best production Tevels. The
. reason for this is the marginal rate of return on using additional fertilizer
- increases at a very slow rate after a certain amount of fertilizer is applied.
‘Thus, by only applying fertilizer up to this point, credit funds could be made
available to more farmers for fertilizer resulting in a higher cost-benefit ratio N

K wd b

in-the-use-of—funds—for—fertilizers

- IBTA has three 5011 testing 1aborator1es - one each in La Paz,
Cochabamba and Trinidad - and CIAT has one Taboratory in Santa Cruz The USAID

has purchased_new soil-testing—equipment—for—the—taboratories—intaPaz, Cochabamba

and- Santa Cruz under the Agricultural Sector I'Loan and for the one in Trinidad.
““under ‘the Exploratory Research project. IBTA also plans to build a new 1aboratory
in Tar1Ja ‘ N _

«.--1/--Percentage-to- be reached by April 19801“
2/ Percentage.to be reached by July 1980

3/—Regional—recommendations—established— f1xed-fert1T12ér requ1rements by
crop -for common -areas of the country.:
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The three largest laboratories in La Paz, Cochabamba and Santa Cruz
each have an estimated capacity to test 25,000 samples per year provided they are
adequately staffed and funded. This gives the country a total potential capacity
of 75,000 samples per year from these three laboratories. This capacity should
be adequate to handle the soil testing requirements of small farmers over the
next several years.

' However, the IBTA soil testing laboratories are unable to operate
at anywhere near full capacity because of staffing, budgetary and equipment
problems. For example, the laboratory in La Paz only made 1,145 soil tests in
1978.

Problems that prevent the laboratories from operating at full
capacity are: (1) the number of personnel assigned to the laboratory in La Paz
is not sufficient (2) only one person has been assigned to work in the laboratory
in Cochabamba (3) nobody has been assigned to the laboratory in Trinidad (4) some
of the AID-financed equ1pment delivered to the 1aboratory in La Paz cannot be used
because of broken or missing parts (5) the laboratory in Trinidad Tacks enough
space to install all of the equipment (6) most of the laboratories suffer from a
lack of funds to buy chemicals needed to make the soil tests (7) personnel need
to be trained in how to set-up mass production systems and (8) the laboratories
need more sample holding trays to meet mass production requirements.

In sum, the laboratories will not be able to meet the soil test1ng
requirements from the introduction of improved technologies and an expanded small-
farmer credit program until the stafiring, budgetary and equipment problems are
resolved.

The USAID believes it may be better for the GOB to close some of its

_ _1aborator1es in order to be able to adequately staff and fund the operat1on of the

other 1abowator1es

‘Recommendat1on No 5

‘ USAID/Bo11v1a shou]d ensure that IBTA
- develops a strategy to resolve the:operation-
al problems of its soil testing laboratories
in order to effectively use AID-financed soil
testing equipment and meet the needs of a
more modern agricultural sector. ‘

B. Training

Our review of the tra1n1ng program disclosed that (1) GOB sa]ar1es of

returmng participants with advanced degrees and protessional employees are Too

Jow-to attract-and retain qualified employees -(2) the USAID has not followed-up . .. -

with returned participants to identify and correct any job-related and future.

‘training problems (3) USAID participant training records are not adequate and

(4) MACA has not billed a returned participant for breach of contract.

— e The USAID. has budgeted $1,990,000 under the Agr1ru1tura1 Sector I and II
_ projects for the tra1n1ng of public and university employees working in the agri-

cultural sector.. .The purpose of this training was to upgrede the level of pub11c
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administration which was identified as a major constraint to the development of a
more vigorous agricultural sector in the 1974 Sector Assessment. The upgrading of
public sector employees will also have the benef1t of reducing the need of costly
technical assistance provided by fore1gn donors

The training program consists of the training of 118 employees in other
countries of which 6% are to get advanced degrees (64 Masters and 5 PHD degrees).
Of the 69 employees selected for advanced degree training, 16 have returned, 36
are in training and 17 were being processed for training as of September 30, 1979.
The institutions that will benefit from the advanced degree training program were
as follows: \

: Number of
Institutions Trainees
MACA ' 34
Universities 13
IBTA 11
BAB 5
CIAT -3
NCDS 3

Our review disclosed several problems that could interfere with the
accomplistiment of the program goal to upgrade the level of public administration
serving agriculture in Bolivia.

1. Salaries of Professiona] Emplovees

' Salaries of professional emp]oyees working at MACA, IBTA and CIAT
~are not high enough to attract and retain qualified emp]oyees The 1974 Agr1-

" cultural Sector Assessment pointed out that most of MACA's employees trained . ..
—under-USATD-and-other-programs—in—thHe 1950's were lost by the ear]y 1960's

because of Tow, noncompetitive salar1es ' ‘

As can be seen below, the average salaries of the profess1ona1
emp]oyees of the CBF, BAB and Ministry of Finance were 86 percent greater than
those paid by MACA in 1974, and that by 1978 the sa]ar1es of the other agenc1es

\was-stL]1_82,percent—qreater—than~those of~MACA:




: 1
Gross Annual Salaries of GOB Agencies Y

1974 1978

Percent 2/ Percent

MACA  Others 2/ of Diff. MACA  Others &  of Diff.
Director $4,991 $10,463 109% .$9,100 $18,916 107%
vepartment Head 3,866 8,379 116% 8,400 14,200 69%
Division Head 3,566 5,924 67% 5,950 11,200 88%
‘University Graduate 2,625 3,957 51% 4,550 6,675 46%
Total Average $3 852 $ 7,193 _86% $7,000 $12,747 _82%

This indicates that MACA was not successfu1 in keeping its salaries

at the same level paid by other public agencies even though in 1976 MACA did
increase its salaries to an average of other agencies under condition precedent
3.02(e) of the Agricultural Sector I loan (511-T-053)

In 1977, IBTA and CIAT were established to take over the MACA
~functions of research and extension. An analysis of the salaries paid by these
institutions in 1979 to technicians with university degrees showed that MACA -
salaries had increased very 1ittle since 1978 and they were only slightly greater
than those paid by IBTA but much less than those of CIAT:

Average Annual Gross Salaries 1
Paid in 1979 to University Graduates

MACA IBTA CIAT
P]ahningv . %464 $ - $ -
- Research - 4,884 6,441
_ Extension - .. . .= 4,481 4,798

The Agricultural Sector‘Assessment indicated that the salaries of
MACA should be increased at an average annual real rate of growth of 15 percent
from 1975 to 1979 so they would be competitive with the salaries paid by other

organizations in Bolivia. —As can be seen below, MACA IBTA and CIAT were not
- successfu] in achieving this target: S

1/ Data was obtained from payrolls

-2/ Average of CBF, BAB and Ministry of Finance
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_did - not increase his sa1ary

Average Annual Gross Salarijes for 1979

Actual 2/ Target Y

MACA Planning Office

Office and Division Heads $9,100 $14,135
Technical Staff 4,674 - 9,093
IBTA .\
Research Technicians $4,884 $ 7,410
Extension Technicians 4,441 6,109
CIAT |

Research Technicians $6,441 $ 7,410
Extension Technicians 4,798 6,109

Also, MACA has not increased the salaries of profess1ona1s with MS
and PHD degrees to levels competitive with those paid in the international market
by 1978, in accordance with a plan submitted under condition precedent 3.02(e) of
the Agricultural Sector I Toan.

While MACA, IBTA, NCDS and the BAB do not have a policy of increasing -

- the salaries of returning participants with advanced degrees, CIAT does have such

a policy. MACA, IBTA, NCDS and the BAB pay returned participants the same salary
they earned before they departed for training while CIAT provides them with an
increase of about $1,800 per year. Unless the policies of MACA, IBTA, NCDS and
the BAB are corrected, it could eventually result in the loss of many of the
returned participants with advanced degrees as happened in the 1960's.

We followed-up on tno’Of the 16 returned participants with advanced

degrees. We found that one of them (who worked at MACA's Soils Division in Tar1& a)

left MACA 6 months after return1ng to get a job in the private sector because MACA
The_other returned_participant (who_is MACA's :

Departmenta] Director in Potosi) is still work1ng W1th MACA but 1s dlssat1sf1ed

.+ - because his salary was not increased.

‘In sum, MACA, IBTA and‘CIAT should increase salaries of their
professional personnel to an average of other public sector agencies and MACA,
IBTA, NCDS and the BAB shouid establish a policy of providing salary increases

for returning participants with advanced degrees. Unless these deficiencies are
corrected, these 1nst1tut1cns will have problems in attracting and keeping quali-
fied emp]oyees needed te upgrade pub11c adm1n1strat1on

i

2/ Data was obtained from’ payro]]s

Ji, -

l/ :Target 1s based on an average annua] rate of growth of 15 percent from

71975 to 1979 in addition to the rate of growth of. 1nf]at1on as measured
by the deflater index for GDP. o
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In order to provide the USAID with greater leverage than obtained
under past agreements, we suggest that future agreements with MACA inciude a
covenant that MACA and its agencies increase and maintain salaries at acceptable
lTevels.

Recommendation No. 6

USAID/Bolivia should encourage (1) MACA,
IBTA and CIAT to increase the salaries of its
professional employees to levels that are
competitive with other public agencies and (2)
MACA, IBTA, NCDS and the BAB to establish a
policy of providing salary increases to return-
ed participants with advanced degrees.

2. Follow-up of Returned Participants

Although many participants have returned to Bolivia over a yedr ago,
the USAID has not yet followed-up with the returnees to identify and correct any
training or job problems. We feel such follow-up is important to determine (1)

- whether the training programs were adequate, (2) whether the returnees are satis-
fied with their salaries and other employment conditions and (3) whether the
~returnees have been given assignments to permit them to make effective use of
their education. The prompt jdentification and correction of job-related problems
will hopefully result in a high rate of retention of returnees which is needed to

- . up-grade public services and accelerate the development of the agricultural sector.

. In our draft report we recommended that the USAID follow-up with
returned participants. However, we withdrew this recommendation because the
GOB at the request of the USAID contracted an advisor .under the CID contract on
February 18, 1980 to fo]]ow -up with returned part1c1pants

3. Part1c1pant Tra1n1ng Records

A selective review of 16 USAID training files for part1c1pants in.

~_e,trammgu.f"or advanced- degrees under-AID- Loanw511 T 053-disclosed-a- couple-of
def1c1enc1es ‘

F1rst, 11 of the’f11es':ev1ewed d1d not conta1n'a copy of the
~scholarship contract signed between the participant and MACA (sponsor1ng insti-
_ tution) because the USAID has not established procedures requiring submission of .

_ s1gﬂed_gontracts_to_the_USAIprr1or_to_the—deoarture—oﬁ«the participant~—-—rhe
PI0/Ps signed by the sponsoring institutions require the participant to sign a
:‘_scho1arch1p contract before depart1ng which commits the participant to continue
- in the service of the sponsoring institution for a specified period of time. To
-_assure that the contracts are signed before the pav-‘f'1r‘1n1n+c leave—for—trataings

i we believe this requirement should be modified to require the subm1ss1on of signed. -~ W.;ﬂ
~~contractsto the USAID" before the” USAID author1zes the departure of the part1c1pant.

: | : Second one of the five: S1gned contracts found in USAID files
~obligated the participant to iepay his salary costs, but not the AID-financed
tra1n1ng costs in the event the part1c1pant does not return td v1s JOb and work




for a certain perjod of time. This has happened because the sponsoring
institution does not always use the contract forms provided by the USAID. To
assure that the contracts signed will give the GOB and/or AID a legal basis to
collect both salary and training costs in the event that the contract is not

- complied with, we believe the PI0Q/P scholarship contract provision should be
modified to require that the signed contracts are satisfactory to the USAID. ‘

Based on our draft audit report the USAID established procedures
to obtain a copy of the signed scholarship contracts before part1c1pants depart
for training. We have, therefore, deleted a recommendation in our draft report
that these procedures be established. '

4. Compliance with Scholarship Contract ' S _

We found that MACA has not tr1ed to co11ect the sa]ary costs pa1d
to a returned participant who resigned from his job with MACA Soils Division in
Tarija on January 2, 1979 before completing the two years of service required by
his scholarship contract. This participant was sent to Mexico to obtain an MS
degree and was financed under PI0/P 511-T-053-1-60038 for a total cost of $18,099.
The participant Teft Bolivia on July 30, 1976 and returned on August 10, 1978.
The GOB will not be able to. bill this participant for the AID-financed training
costs of $18,099 because MACA did not include a prov1s1on 1n his scho]arsh1p
contract that he would have to pay these costs

We believe it is 1mportant however, that MACA file a claim against
this part1c1pant for salary costs (even though no AID-financed costs can be
recovered) to serve as a deterrent to prevent other AID-financed participants from
leaving their jobs before the end of their contractual period. This will help
to assure that the GOB obtains the max1mum benefit from AID f1nanced part1c1pants

' Recommendat1on No 7

USAID/Bolivia should request MACA to : -
* file a claim against the returned partici- ‘ ‘
..pant who resigned from his job prior_to:

complying with the emp]oyment terms of h1s B
,.scho1arsh1p contract. :

C. Commodities

: The'GOB hrocurement, managemént and utilization of commodities can be-
.mproved—~—Excess1ve“de1ays inthe procurement of AID-financed commodities have

adversely affected the jmplementation of many agricultural sector projects. Control
over the receipt, storage, and distribution of commodities is weak. Claims for
“Tost commodities are not promptly filed and recoveries are not used to replace

—eommodities—tostT—Commodities are not prompt]y de11vered to prOJect s1tes so they
__can be used_as. 1ntended




1. Procurement

a. Delays

‘ In general, excessive delays in the procurement of AID-financed
commodities have adversely affected the implementation of many of -the agricultural
sector projects. For example, under the Exploratory Research project, the farm

equipment arrived in January 1979 (28 months after the grant agreement was signed).

This prevented the initiation of farm work at the research station in Trinidad and
affected the morale of IBTA personnel. Under the Sub-Tropical Lands Development -
project, the purchase of equipment needed by INC personnel for the design of two
roads took considerable time, slowing the design of the roads. Under the Agricul-
tural Sector I project, action to purchase 35 vehicles was started in July 1976
but only 3 of those vehicles had been received as of December 20, 1979. This has
reduced the level of service that could have otherwise been provided by IBTA's
extension service. Under the Agricultural Sector Il project, five tractors which
were to be rented to farmers for planting under the landing clearing project, have
not arrived yet even though the bid was awarded on June 12, 1978. This will make
it difficult for farmers, whose land was cleared with project financing, to plant
their crops.

A test check of commodities procured under the Agricultural
Sector I project disclosed that it took an average of 678 days between the dates

the Invitations for Bids were published and the dates the commod1t1es were c1eared
from customs. ‘

' : Excessive de]ays have occurred in the following steps of the
procurement process:

1) Preparing the Invitation for Bids (1FBs)
2) Awarding bids

3) Approv1ng contracts

_.4)-_QOpening-Letters-of- Cred1t
“5) Shipping. commod1t1es<
6) C]ear1ng commod1t1es from customs ‘

Poon~GOB_management_and_cumbersome.procedures have contnjbuted

to most. of the unnecessary procurement delays. Short of taking the procurement
process out of the hands of the GOB, the quickest way to speed it up is to try

- to get GOB to simplify its procedures for award1ng and approving contracts and

r]pamnn rnmmndﬂ"np: from_customs

i)"*GOB'Approva]”of'Coﬁtract”AWardsland Contracts“f”""‘

Frequently, the GOB is unable to award the contract
v-w1th1n the 90 day per1od ‘that. the supp11er quarantees the pr1ce after the bid

N
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opening. Sometimes this results in price increases or rebidding the contract.
The award of the contract is frequently delayed more than 90 days because a GOB -
committee must approve the award by a Supreme Decree signed by the Cabinet and
President of Bolivia. :

The GOB approval of the procurement «contract has also
contr1buted to procurement delays. After the procuring Ministry and supplier
sign the procurement contract, it has to be approved by the Ministry of Planning
and Coordination, the Office of the President, and the Office of the Controller.
The procuring Ministry will not request the issuance of the letter of credit to
the supplier until all approvals have been obtained. ‘

In their response to our draft audit report the USAID
stated it recognized that considerable time could be saved if the GOB adopted more
simplified procedures for awarding and approving contracts. To correct this
problem, the USAID has modified the terms in its new loan agreements to try to
alleviate the most serious delays in the procurement process. However, it is too _
early to determine if these efforts will be effective.

ii) Custom Clearance

Changes in GOB custom clearance procedures could save
a s1gn1f1cant amount of time. A test check of time needed to clear veh1c1es from
customs in 1979 disclosed that it took MACA an average of 187 days..

Several years ago, the GOB agencies were al]owed to
clear commodities from customs quickly by using bonds prior to submitting the
formal Tiberating documents. However, since many GOB agencies abused this privi-
lege, it was rescinded and now all agencies have to go through the formal proce-
dure before they can get commodities out of customs. The formal procedure
requires the preparation of a liberating document which is submitted to the

‘ M1n1stry of F1nance with a consular and commercial 1nvo1ce

After approva] is obtained, “the documents are subm1tted*

"fo customsnwhere~Jl~s1gnatures~are required-before-the-commodities—can—be-released

from customs. The number of approvals required to liberate commodities provide
ample opportunity to block or delay the processing of the documents. One reason
controls are so tight is to try to prevent GOB agencies from adding commod1t1es

'to the. 11berat1ng documents which are not entitled to duty-free entry.

As.a__result_of recent_efforts-madewby~the—USAID/D1rectorw

the M1n1stry of Finance established an office in December 1979 to help interna-
tional agencies with customs clearance problems. The USAID said that th1s off1ce
has he]ped in c]ear1ng some AID- f1nanced commod1t1es from customs

In our draft report, we recommended that the USAID

“try-to-get the GOB to adopt~simplified procedures for clearingicommodities from

customs. Since the GOB has established an office to help 1nternat1ona‘ agencies

with customs clearance problems, we have withdrawn this recommendatlo We

believe, however, if this office is unable to substantially reduce the time AID-.

financed commodities are kept in customs, the USAID should try to get the GOB to

adopt. s1mp]1f1ed procedures,: such as a bond1ng arrangement with-USAID assuranreS”W“'

of comp11ance

-B- ﬂ_,g,”f,f"~‘Vf;e,n;,”"me




~b. Procurement Plans

Unless the efficiency of the procurement process is improved,
the USAID should consider increasing the lead time included in project procurement
plans to make them more realistic. This should help to ensure that commodities -
are received when they are needed thus reducing instances where project imple- :
mentation js adversely affected by the delayed receipt of commodities.

2. Commodity Management

GOB controls over the receipt, storage and distribution of commodities
are weak. Also, claims for lost commodities are not promptly filed and recoveries
are not used to replace lost commodities. The fo]]ow1ng is an ana]ys1s of signi-

- ficant weaknesses noted during our examination.

a. Receipt, Storage and Distribution of Commodities

AID-financed commodities are not being properly received, stored
—and distributed. Appropriate procedures have not been established and storage
facilities are too small. Thus, AID-financed commodities may not be used in
accordance with the terms and conditions of agreements.

MACA is in charge of clearing all commodities from customs,
including those to be delivered to IBTA, CIAT and the Universities. MACA does
not issue receiving reports for commodities received from customs. As items are
received, only a check mark is placed on the vendors commercial invoice o packing -
list which in our view does not provide adequate internal control. Pre-numbered
receipts should be used and signed by the receiving officer. Space should be _
provided on the receipt to note any damages or defects to commodities to serve as a
basis for claims aga1nst supp11ers, 1nsurance compan1es, and carriers.

o MACA storage fa0111t1es in La Paz are too small. Most commod1t1es
are de]1vered to the warehouse after they are cleared from customs. The storage
facilities consist of two buildings - four by five meters in size. Our inspection -

"of the buildings.disclosed that the buildings were overcrowded. Since MACA does .
not have “enough space, 3, it prefers to Kkeep sone cpmmod1t1es “stored"in"customs?

" The MACA warehous1ng operation in La Paz has not estab11shed
1nventory controls. The warehouseman does not keep any inventory records to
record receipts and deliveries. As a result, the warehouseman does not know what
commodities are stored in the warehouse. . Thus shortages can not be determined
-From—-physicai—inventories—and- d1str1but1ons~can-not—be—made—1n—an~order1y—manner

—Commod1t1es are d1str1buted to agenc1es without issuing shipping not1ces

IBTA and CIAT research stat1ons at San Ben1to Tora]aya and

fac111t1es for AID f1nanced commod1t1es These stat1ons do noi know what commod1- ﬂhms,.,,m.gwsuﬁ.w
t1es they are supposed to receive in the future. , ' '

‘ We have not 1nc1uded a recommendat1on that MACA, IBTA and CIAT
estab11sh adequate con*rol over AID-financed commodities because there is virtually
o procurement remaining under the projects. Thus, to establish better controls at




this time would not be worth the effort. The USAID stated in their response to
our draft audit report that they will require adequate controls for new projects.

b. Claims

We found several deficiencies in the processing of claims for
lost commodities and the handling of refunds received from claims.

- | . i) Unfiled Claims

: MACA has not yet filed a claim for $5,393.85 of Entomological
laboratory supplies (financed under Alu Loan 511-T-053) even though Lloyds Insurance

Co. has certified that the commodities were lost. These supplies were purchased
under IFB 3/77 dated October 26, 1977.

Also, MACA has not yet filed a claim for two HP 97 Packard
printing calculators valued at $2,080 which have not been received even though
they were shipped on July 17, 1978. These calculators were financed under AID
loan 511-T-053. They were purchased under IFB 2/77 dated July 15, 1977.

- ‘ The failure to file claims réducesfthe amount of resources
: available for project activities. '

Recommendation No. 8

~ USAID/Bolivia should ensure that MACA

files claims for the Entomological Tabora-

tory supplies and the two printing calcula-
tors totaling $7,473.85.

i) Insurance Recovery

L o - The National Institute of Colonization (INC) recovered
$4,889.67 from the Atlantic Mutual Insurance Co. for the shipping loss of 72 pieces

~.of pipe purchased from Epayo under the Sub-Tropical Lands.Development project.

The~funds—recoveredvere deposited with the Cerntral 3ank of Bolivia on April 1T, -

1979 in Account No. 13-317. The project manager of INC said the funds will not:

be "...used to replace or repair any material damage or any loss of goods

insured..." as required by Section 6.08 of AID Loan 511-T-050. We, therefore,

‘believe that the USAID should request a refund as authorized under Section 8.06

of the Loan Agreement which states that AID may require the Borrower to refund = =

- A—an -disbursement—not-made-or-used—in-accordance-with-the-terms—of-this————
agreement..." IR o o ‘ . :

In their response to our draft audit report thé USAID stated




Recommendation No. 9

USAID/Bolivia should obtain a
refund from INC of $4,889.67 for ‘
insurance proceeds recovered but not
used to replace the lost pipe.

3. Use of Commodities under Exploratory Resecarch Project

IBTA has not delivered some commodities financed under the
Exploratory Research project sites because of the lack of funds to pay for
transportation costs. This has prevented the project from receiving the benefits
that the commod1t1es ‘were intended to provide.

On March 14, 1980, we found that following commodities were stored
at IBTA's Experiment station jn Patacamaya.

1) One John Deere tractor

2) Two Forrage Chopers

3) One Disk Harrow

4) One Rotary Mower

These commodities were received by IBTA six months ago but had not
been de11vered for use at the experiment stations in Trinidad and Cobija because
IBTA Tacked funds to pay for transportation costs. We believe the USAID should

require IBTA to promptly deliver the commod1t1es to prOJect sites so the commo-
d1t1es can’ be used as 1ntended ‘ ‘

‘Recommendation No. 10

USAID/Bolivia should require IBTA to
~promptly deliver commodities financed:

under the Exploratory Research proaect to
the project s1tes

D. Technical‘AsSistance”

The implementation of agr1cu1tura1 sector projects has been adversely

—affected- because‘the"techn1ca1‘asswstanCE“beﬁhg‘ﬁYGVﬁded has suffered from (1)
“the lack of effective counterpart relationships, (2) the lack of Spanish language
proficiency of some advisors, (3) inadequate work plans, (4) lack of timely recruit-.
, ment of advisors, and (5) inadequate mix of techn1ca1 sk111s to effect1ve1y respond

to pT obtemareas:

1. Countekcécts'

©The lazh of counterpart re]at10nsh1ps has Timited the effect1veneso‘

-’of techn1ca1 assistance in upgrading GOB capabilities as planned under three

contracts/projects. We did not find any evidence that the USAID has tried to. T P

“”correct ‘these counterpart prob]ems as of December 31, 1979

e 2y
ES—




a. Consortium for International Development (CID)

The Farm Management Economist employed under the CID contract I~

(511-101) Y in December 1977 was not providing any assistance to upgrade the
capability of IBTA's Research Division in Cochabamba to test the economic viabi-
lity of research results and to recommend improved technologies. This activity

was to have been the advisor's principal function according to his job description -
included in the contract. No assistance was provided as planned because IBTA did
not have any counterparts working in agricultural economics. However, the advisor
has been working with MACA officials on marketing problems which was an area also
included in his job description.

CID has reported that without an agricultural economics staff
it will not be possible for IBTA to know the economic factors that influence the
farmers' activities, to know what new technology to emphasize initially, or to
know the potential returns that would accrue from on-farm adaptation to an adop-
tion of new technology. We thus believe that it is important that the USAID
encouirage IBTA to employ an economics staff. Also, the employment of such a staff
will provide a counterpart to the CID advisor so he can achieve the principal
function of his job description. o,

As of December 31, 1979, the USAID had not taken any action to
encourage IBTA to estab11sh an eccnomics staff so the counterpart problem can be
resolved. ‘

Recommendation No. 11

USAID/Bolivia should (1) try to get
IBTA to establish an eccnomic staff to
provide a counterpart for the Farm Manage-
ment Economist and, if not successful, (2)
ensure that MACA amends the CID contract
(511-101) to either delete the position of |
Farm Management Economist or revise the
job.description so CID can meet 1ts contrac-»n...nrn

“‘tual ob11gat1ons

b. Chemonics Internat1ona1 Consulting Division (Chemonics)

- The Ch1ef og/Party/Sector1a1 Planning adv1sor employed under the
Chemonics contract (511-111) £/in June 1979 has not been able to develop a counter-

part—retationship-within- MALALs~p]ann1ng~off1ces-*Thxs—haS"prevented~the-adv1sor——-
from providing part-time assistance to MACA in the development of an agricultural
planning, evaluation and control .system and in the preparation of agricultural
policy studies required by the Chemonics contract. The advisor has tried to estab-

__official was too busy to work with the advisor.

1/ This is a host- country contract financed under the Basic Food Product1on and |

Market1ng project (511-0451)

2/ This is a'host country contract f1nanced under ‘the Sma]] Farmer Product1on f”’“

project (511 0481)
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Recommendation No. 12

USAID/Bolivia should (1) try to get MACA
to provide a qualified counterpart for the
Sectorial Planning advisor and, if not success-
ful, (2) ensure that MACA amends the contract
(511-111) to revise the job description of the
advisor so Chemonics can meet its contractual
cbligations.

c. Farm Policy Study Project

: ‘ ~ Counterpart relationships have not been established under this
project (511-0485) with MACA's Planning Division to analyze data collected from
six project-financed studies and to participate in the preparation cf a new sector
assessment.

MACA's Statistics Division was to participate in the data
collection and tabulation of surveys. MACA's Sectoral Planning Division was to
participate in data analysis. Between project inception in March 1978 and
Decembeir 31, 1979, three surveys have been undertaken (Socio-Economic Farm Survey,
Credit Ana]ys1s, and National Crop Technology Survey). MACA's Statistics Division
has participated act1ve1y in data collection and tabulation with the USAID project
manager and contractors in doing these surveys. However, the Planning Division has
not peiformed any analysis of these survey results as well as a 1977 survey of the
Southern valleys because no counterpart relationships have been established. The
part1c1pat1on of the Planning Division in the project is ne ded in order to upgrade
Bolivia's agr1cu]tura1 sector1a1 planning capacity (the subgoa] of the project).

‘ . The USAID project manager believes that the Planning Division haS‘
a 1imited number of employees adequately qualified to assist in the analysis of '
survey results. However, the analytical capability of the Planning Division will
bﬁ 1mpro;ed once the four part1c1pants being trained at the MS level return to
. their jobs ‘ ,

- Recommendation—Nb;~13

“USAID/Bolivia, in coordination
with MACA's Planning Division, should
- develop a work plan which will iden-
tify MACA counterparts and their -
responsibilities_in_performing_activi=

ties under the Farm Study P011cy ‘
project (511-0485). ‘

2. Snan1sh Ldngugge Canab1]1tv of CID Adv1snrs

- T Severa] adv1sors emp]oyed ‘under- the CID contract since June-1975"
d1d not have adequate Spanish language proficiency which reduced their effect1veness
in training counterparts. This problem was caused because there were no contract.

- requirements establishing the level of Spanish proficiency needed.




1 iﬂ.nll

T a CID repoft prepared in July 1979. . This report disclosed that of 351 experiments

As of December 31, 1979 one of the nine CID advisors in Bolivia
can not speak Spanish. This, however, has not reduced the effectiveness of this
advisor's assistance because his counterpart speaks English.

.We have deleted a recommendation in our draft audit report that
the CID contract be amended to establish adequate Spanish language requirements
because the USAID advised us there is only one more technician scheduled to arrive

- under the contract and his Spanish is excellent.

3. Composition of CID Technical Assistance Team

The CID contract (511-101), which was amended in February 1980, no -
Tonger provides for the services of a research advisor to upgrade the policy-making
capability of IBTA which is needed to develop better research programs.

Since inception of the CID contracts in July 1975 A 37 work-months -
of assistance has been provided at the national and departmental levels of IBTA
to develop the policy needed to design an adequate research program at the experi-
ment station ievel. However, the effectiveness of some of this assistance was
reduced because of the poor job performance of the first advisor.

According to CID, the National Director of IBTA and the Departmental
Directors give very 1ittle policy guidance on the commodities and technical areas
to emphasize in the development of a research program. As a consequence, the

.technical focus of research plans, which are mainly deve10ped by technicians at

the Experiment Station level, has been too narrow to give a high degree of produc-
tive research results. ‘

The adverse effect of this lack of policy guidance was documented in
conducted by the three research stat1ons in the project area during 1977 and 1978,
only. 25 percent of the experiments produced information that could be used:as a
basis for recommendations to farmers. The CID report also pointed out that 71
percent of the tests dealt exclusively with some aspect of crop variety improve- .

- ment. - Also, the technical staff at_all research_stations_ is_almost.exclusively——

oriented twoard plant breeding and variety improvement. As-a result of this, CID

reported a Tong-term building program will be required to develop the needed exper-
~ tise in other areas of plant patho]ogy, entomology, weed sc1ence, soil science
and economics. ‘

To better'1mprove the capab111ty of IBTA to develop pol1cy~;bg;~wjjj__

produce more useful research results, CID believes it is important to provide
techn1ca1 assistance in th1s area.

The CID contract has author1zed the emp1oyment of a research advisor -

—to carry out his function but his position has been vacant since October 12, 1978.
~-Initially,-IBTA did not- want another‘research advisor.—However,-a: ‘research-advisor~

1/ The first CID contract (511 -92) covered the per1od from July 1, 1975 to

~_ November 30, 1977 and the second CID contract (511-101) covered. the oo
. per1od from December 1 1977 to the present. . N




was finally nominated and approved to fill this position in December 1979 but CID
cancelled the filling of this position because of uncertainty over the future of
the CID contract due to AID/W cuts in grant funding for USAID programs.

In February 1980, the USAID obtained the concurrence of MACA to
reduce the number of long-term advisors under the CID contract from 10 to 7 because
the availability of grant funds for the project was reduced. In revising the
- project focus, the position fo research advisor was eliminated from the project
description because the Chief of Party provides part-time assistance to IBTA in
policy development, the contract was to mainly focus on potatoes, and IBTA Tacked
adequate organizational stability and leadership.

- We believe, however, that because IBTA does not have the capability
to develop policy to produce more useful research results, the USAID should con-
sider adding a position of a research advisor to the CID contract in the future
if funding becomes ava11ab]e and it is determined that such assistance would be
effective.

4. Measurement of CID Performance

One of the greatest problems that the USAID has with the CID contract
is the difficulty in determining whether CID efforts are directed into the most
productive areas and what benefits have been produced as a result of these efforts.
We believe these prob]ems can be largely resolved by mod1fy1ng the content require-
ments to be included in CID's annual work plans and by revising the performance

~indicators included in the logical framework.

a. Work Plans

The annual work plans prepared by CID genera]]y only listed ‘the
exper1ments and activities to be undertaken by CID technicians and their counter-
parts. Thus, it was.not possible to determire whether the planned activities were =
being directed at the most productive areas and what benefit could result from the
activities. We beljeve, therefore, that Tists of activities should be supported..

;_hy,a,statement;oﬁ~the~problemswthat*theéactdvdtdes~are~exrected~to-overcome~and
the benefits‘that cou]d be produced from a correction of these problems.

We discussed the need for better work plans with the USAID and
- CID personnel in August and September 1979. On February 1, 1980, CID published a
new annual work plan which included justifications and ob*ect1ves for all activi-

_ties to be undertaken_by._. CLD_ady1sorse*_We_have,~therefore,_W1thdrawn-the-recom

mendat1on 1nc]uded in our draft audit report that CID fimprove its work plans.

b. Logical Framework

The 1og1ca1 framework prepared for the proaect financing the

“CID contract-does not-provide an effective means ‘to measure CID performance. ThiS'"“ o

prob]em is discussed in deta11 on page 41 of this report
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5. Delay in Contracting Technical Assistance

The Central Bank of Bolivia (BCB) has been without the services of
a long-term technician since July 20, 1979 to advise in the implementation of the
Agribusiness and Artisanry (A&A) project (511-0472). According to the USAID, this
proaect has suffered from a lack of effective promotion which was to be one of the
services to be provided by the contract advisor.

The project agreement authorized the financing of 2 years of
Tong-term technical assistance for the A8A project. The services of one advisor
were contracted for 12 months from July 21, 1978 to July 20, 1979 under a contract
(511-104) with Servicios Técnicos del Caribe (STC). The advisor was to provide
help in program promotion, implementation, evaluation, and rediscounting opera-
tions. According to the USAID, the promotional services provided by the advisor
were not satisfactory and as a result the contract was not extended for an addi-
tional year. The USAID and BCB have made a couple of attempts to find ¢nother
advisor but without success as of December 31, 1979.

On January 30, 1980, the BCB requested the, USAID to contract
directly an advisor under the A&A project for a period of one year. On February 12

1980 the USAID rrquested other AID Missions in Latin America to submit informa- -

tion on individuals or firms that could provide technical assistance to the project _

Recommendation No. 14

USAID/Bolivia should promptly contract
the services of an advisor for the A&A project.

E. Construction

Construct1on activities under the agricultural sector projects have o

- moved much slower than planned. Out of 25 activities planned for the sector under
- AID loans 050, 053 and 059, 2 have been completed, 15 are in process and 8 have
.. not beenHStarted as of»September~30,~1979-(see-Appendix»F);-'According to the:

project papers for these loans, the construction activities were to have been
completed by September 197¢ under 10ans 050 and 053 and by- October 1980 under
Toan 059.

Our review of construction activities‘financed under the agricu]tura]
sector projects disclosed (1) the GOB has not committed enough funds to complete.

two—penetration roads—whichcould delay the compietion of the roads (2) the GOB
has not provided sufficient funds to effectively maintain and operate project
equipment which has delayed the construction of access trails (3) MACA has not

promptly obtained land and Tand titles for eight facilities to be built under the

..(4) GOB supervision and.USAID inspections of. construction activities have not-been--

Agricuttural—Sector I project which has delayed the start ot construction and

made frequent]y enough to assure that problems are promptly 1dent1f1ed - -

Delays in the comp]et1on of construction projects prevents farmers from
receiving the benefits within the planned time frames and increases the cost of

~ the prOJects because of inflation.




1. GOB Funding Deficit

There was a funding deficit of $58,403 as of December 31, 1979 to
complete the construction of the San Julian-Casarabe and Chane-Pirai penetrat1on
roads financed under the Subtropical Lands Development project (511-T-050) as
shown below:

Revised contract cost estimates:

Chane-Pirai Road o $5,185,780
San Julian Road 4,456,123

$9,641,903
Less: Funds Committed .
AID Loan 511-T-050 ¢r,517,500
GOB Contribution (P.L. 4G..
Title 111, GOB Counterpart
and GOB Treasury) - 3,066,000 9,583,500

Funding Deficit $ 58,403

This deficit could delay the completion of the roads and has
occurred because INC has not yet agreed to fully cover an increase in the cost
of the roads which has amounted to $1,587,500. Costs have increased mainly
because the plans of the Chane-Pirai road were changed to (1) add a bridge over
the Chane River and (2) raise the roadbed and add more culverts to prevent flood-
ing. :

Considering the recent devaluation of the Bolivian peso and price
and salary increases decreed by the GOB in December 1979, we believe that the
cost of the roads and the funding deficit could increase further. The USAID is
sending a form letter to all Borrowers reminding them that unit prices may have
to be adjusted under construction contracts and urg1ng them to appo1nt a team to
‘rev1ew costs. ‘ ,

Under Sect1on 4.02 of the Loan Agreement, the GOB has agreed to

- contr1bute any funds. in.addition to the loan required to.complete the construc-

tion. " Therefore, we believe that USAID should ensure that the GOB contr1butes
Athe funds needed to comp]ete the two roads.

Recommendation No. 15

USAID/Bolivia should obta1n from iNC

revised— cost“est1mates—and‘a-fund1ng plan
to cover the deficit in construction of
. the two roads.

M-

2.—De _ys i LOHSCY‘UCU‘IUH OT HCCESS lr'ans

‘ ~ The construct1on of access tra1ls under the Subtrop1ca1 Lands

‘ Development project (511-T-050) is far behind original projections which can
~delay the settlement of farmers into the project area. According to the project
paper, INC using loan-financed equipment, was to build 800 kilometers of trails

__for 100 settlements by September 1978. The target for access trails has been




]

reduced to 210 kilometers because of a reduction in the project scope and errors
in estimating the original number of kilometers to be built. As of September 30,
1979 only 90 kilometers of trails have been completed or about 43 percent of the
revised target. ‘

The main causes of the slow progress were (1) the procurement and
use of five excess property Caterpillar D-8 tractors which did not give good
service and (2) the lack of sufficient INC funds to adequately maintain and oper-
ate project machinery and equipment.

To resolve the equipment problems the USAID has (1) encouraged INC
to build an equipment repair workshop which is under construction (2) agreed to
purchase tools for the workshop and (3) purcihased three new tractors with loan
funds in 1978. :

However, we could find no evidence that the funding problem has
been resolved.

The INC auditor for the Santa Cruz area told us that funds received

from the GOB in support of project activities have been insufficient to cover the

cost of spare parts, supplies, fuel, and oil to keep construction equipmant and
machinery running. This condition was reported in prior AG Audit Report 78-15,
dated 4/28/78. No recommendation was made in that report because the USAID sa1d
they had resolved the prob]em

In summary, we believe INC needs more funds to maintain and operate
its equipment to accelerate the construction of the access trails. The USAID
indicated in their response to our draft audit report that they will continue to
negotiate with INC to prov1de for eqitipment maintenance and 0perat1ng costs

Recommendat1on No. 16

USAID/Bolivia should ensure that INC
allocates sufficient funds to adequately

—

—mai-ntain-and- operate pPOJert equ1pment

3. ~ MACA De]ays in Starting Construct1on Activities

‘ Progress of planned construct1on activities has moved very s]owly
under the Agricultural Sector II project because MACA has not promptly obtained
land and land titles. Delays_in_the_construction-of-the-planned-activities—has

increased the cost of the facilities because of inflation and will prevent the

farmers from rece1v1ng the benef1ts w1th1n the intended time frame.

_The loan anrppmnnf was c'lnnnrl in—November—1977-and—t re—project—
paper est1mated that all construction shou]d be completed in October 1980. ‘As . .
~-can-be seen below, of the 11 construction activities planned for this project,

only 2 have been completed,-1 is in process and 8 have not been started as of

N September 30, 1979 (see Appendix. F)

e
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Percentage of

Construction Activity Location Work Completed

1) MACA Building (remodeling) La Paz : 100%

2) Potato Silo for Seed Plant Betanzos - 100%

3) Rural Electrification for Seed Plant - 'Betanzos 15% 1/
4) Seed Processing Plant Yacuiba --

5) Seed Processing Plant - Zudanez -

6) Housing for Seed Processing Plant betanzos 4 -

7) Agricultural Service Center Tarija -

8) Agricultural Service Center Potosi -

9) Seed Processing Piant (Improvements) Tarija a --

10) Seed Processing Plant (Improvements) Cochabamba ' -

11) Seed Processing Plant (Improvements) Warnes : -

As of November 30, 1979, MACA had not solicited proposals from
consultants to design the eight unstarted projects. The project paper estimated
that this should have been done in March 1978 (5 months after the loan agree-
ment was signed) in order to have the construction completed within 31 months
or by October 1980. If the procurement of the design work is started in May 1980,
it wi]]‘probab]y take until November 1983 (using the 31 month time frame esti-
mated in the project paper) before construction is completed. This would mean
that the project may have to be extended 12 months beyond its estimated comp]et1on
- date (Novemb\r 24, 1982) in order to permit the completion of construction.

The main problems which have delayed the start of construct1on is
that MACA has not prompt]y obtained the land or titles to land on which to build
the two seed processing plants and the two Agricultural Service Centers (ASC).

- MACA has reported that it obtained land for the ASC in Tarija in January 1979, for

the ASC in Potosi in November 1979, and for the Seed Processing in Yacuiba in

- August 1979. However, they have not yet presented evidence of clear title to the
land to the USAID as required by condition precedent to disbursements for construc-

tion projects under Section 5.4(a) of the loan. MACA has not yet obtained any

' land for the seed processing p]ant in Zudafiez. ‘

: i At_the_request-of-the. USAID, MACA prepared a- rev1sed—ﬂmplementat1on
plan on October 9, 1979 for the construction of the six seed processing projects.
‘A review of the n]an indicates that it is unrealistic and that the time frames
estimated to achieve the specific events will have to be expanded. Also, MACA
has not taken any action to implement the plan. For example, the p]an projected
~ that the dinvitation for proposals for the contract1ng 0of . an engineering firm

would be prepared and approved_by_ the USAID_by November_20,-1979. This-was-not

~done as of December 31, 1979. According to the USAID project manager, MACA was
unable to take action as p]anned because there were two changes in host govern-

* ment adm1n1strat1on in November 1979

;/ Accord1ng to the USAID prOJect manager, th]S fac1]1ty was comp]eted in.
October 1979 S




to obtain land and valid titles for the remaining construction projects.

—

In our view, design work could be started right away on the
1mprovements to be made for the seed processing plants in Betanzos, Cochabamba,
Tarija and Warnes because MACA has valid title for these properties. Also, it
is possible that the design work could be started on the construction of the seed

_processing plant in Yacuiba and the ASCs in Tarija and Potosi if MACA can produce

evidence of valid titles for the land. However, the start of work on the seed
processing plant in Zudafiez will be held up until MACA obtains the land for this
facility. Continued delays in the construction of these eight projects increases
the cost of the projects because of inflation, and prevents the farmers from-
receiving the benefits that these facilities were intended to provide. We believe, °
therefore, that the USAID should apply more pressure on MACA: (1) to prepare an
invitation of proposals to contract a consultant to start design work for the
construction of those facilities where MACA has land with valid titles, and (2)

Recommendation No. 17

USAID/Bolivia should require MACA to (1)
promptly prepare an invitation of proposals:
“to contract the services of a consultant for
- the design of facilities where MACA has land
with valid titles and (2) obtain land and

valid titles for the remaining projects.

‘4. GOB Construction Supervision : S co_

In general, we found that GOB was not supervising the construction
of fac111t1es under agricultural sector projects frequently enough to prompt]y
identify prob]ems ' o .

a. Agr1cu1tura1 Sector I SubprOJects

‘The -construction of seven of the eight fac111t1es f1nanced

"under the Agr1cu1tura1 Sector I proaect are beh1nd schedule as shown be]ow

Percentage of Comp]et1on

o Activity (Locat1on) -7 Date Projected - Actual
Seed Process1ng Plant (Warnes) ‘ /79 21% , 229 10 :
Experimental Station (San Benito) 3/79 94% 239 1/ ¥
Experimental Station (Toralapa) L 8/79 86% 65%_1/
T EXperimental Station (Chinole) - 7/79 100% 74% 1/ I
Experimental Station (Saavedra) - . 9/79 25% 30% ¥
~Agricultural Service Center (Sucre) 9/79 31% . 5% « '
~Agricultural Service Center (Santa Cruz) ~ 8/79 . 33% , 25y 1/ -
Agricultural Service Center (Cochabamba) 9/79 29% o 52 .

‘l/ Accord1ng to the project manager the fac111t1es were comp]eted in 12/79

11/79 12/79 10/79 and 1/80 respect1ve1y S T T T T s




In September 1979, we visited prOJefts at San Benito, Toralapa,
Saavedra, Warnes, Chinoli, Cochabamba, and Sucre, where numerous bu11d1ngs and
other facilities were being constructed. FExcept in Warnes, Cochabamba and Sucre,
we saw little or no construction activities at the locations visited.

' IBTA and CIAT officials interviewed during our trips to
Cochabamba, Sucre, and Santa Cruz stated that the contractors were making very
T1ittle effort to complete the building on schedule. The majority of the construc-
tion items under the contracts have been subliet to various individuals. The
contractor's participation in the construction has mainly been confined to the

- procurement of mater1als with very Tittle supervision of the subcontractor's

werk.

MACA has responsibility for supervising the construction of
improvements to the four experiment stations and the construction of the other
facilities is being‘supervised by engineering firms.

IBTA and CIAT officials in charge of the four experiment
stations told us that MACA and IBTA inspectors did not visit the construction
sites on a frequent basis. As a result, the station Directors at San Benito and
Saavedra had to spend a considerable amount of their time supervising construction
activities. The responsibility to superv1se the stations at San Benito, Toralapa
and Chinoli was ass1gned to an IBTA engineer 1iving in La Paz and the respons1b111-
ty for the station in Saavedra was ass1gned to an engineer of the Deve1opment

- Corporation of Santa Cruz (CORDECRUZ). Also; two MACA engineers stationed in La

Paz were supposed to help oversee construction activities but they did not visit
any of the job sites during the last 4 months of 1979 because of the lack of
travel funds and vehicles as well as political problems. In our view, MACA should
increase the frequenry of its supervision of the construction of the uncompleted

- experiment station in Saavedra and any new projects started so- prob]ems can be
‘ prompt]y identified and corrected.

‘ Recommendat1on No. 18

-—”USAID/Bo14V1a should- worka1th MACA

“to develop a plan to quperv1se AID-

b. Agricu]tuka] Service Centefs (ASCs)

The construct1on of the_Iwo_ASCs_fwnanced unden-the—Subtrop1 al

Lands Deve]opment is far behind schedule. The construction of the ASC in the

“San Julian area was scheduled to be completed on July 22, 1979, but only 55

percent of the construction had been compieted as of September 28, 1979. The

ASC in the Chane-Piray was to be completed on Juns 25, 1979 but nnTu 78 percent

of the construct1on was comp]eted as of September 27, 1979

| Construct1on worP has been delayed because of (1) heaVy rains

--and flooding (2) contractor 1iquidity problems, and (3) the lack of materials,
.- particularly cement. Also, INC'did not establish an efficient system to process.
. the contractors' pay requests which delayed payments to the contractor for work -
coperformed.. . s L P e R i e




We also found that construction supervision was not made with
sufficient frequency to promptly identify and correct problems.

INC had never assigned a res1dent engineer to supervise
construction. The supervision of the construction of the ACSs was assigned to
a topographer of INC but because of his mu1t1p]° responsibilities he was not able
to carry out his supervisory respon51b111t1es in a satisfactory manner. After our
field trip to the project area in September 1979, INC informed us they hired a
resident engineer effective October 15, 1979, to do the inspection work in both
the Chane-Pirai and San Julian-Casarabe areas.

5. USAID Inspection of Construction Projects

The USAID was not inspecting construction projects with sufficient
frequency to assure that problems were promptly identified and that reliable
information was obtained on construction status.

For example, we found that the USAID Monthly Act1V1ty Report for

June 1979 did not accurately report the status of construction of an ASC financed
under the Subtropical Lands Development project. The report stated that the
contractor had begun painting and finishing work on the Chane-Pirai ASC. During
our visit to the construction site on September 27, 1979, the painting and
finishing had not been started and there was no construction activity. The report
also stated that INC began work on foundations for the additional butler building
at the Chane-Pirai ASC. We found that no such foundation had been started as of
the date of our visit in September 1979. The USAID had obtained its data on
- construction status from INC project representat1ves rather than direct observa-

tion.

The USAID's surveillance over the construct1on activities of the-

N Agr1cu1tura1 Sector I project has been limited. The freguency of field trips by

USAID engineers was not sufficient to assure effective execution of the eight
- ‘construction projects. During the first 10 months of 1979 the USAID averaged
Qabout 1 tr1p every 3 months. L o

USAID eng1neers do not believe they can 1ncrease the frequency of

inspections over construction activities because of recent reductions in personnel.

U.S. engineers have been reduced from 3 to 2 employees and local engineers from
6 to 4 employees. In order to assure that the number of .inspections are not
reduced because of staffing cuts, the Office of Engineering p]ans to assign

inspection respons1b111t1es on_i an-area,rathen_than a— proaectwba<1°

To reso]ve the above 1nspect1on prob]em, we suggest that the USAID
deve1op a schedule of inspections to visit construction sites which uses personnel
from both the engineering and other USAID offices . All USAID offices—should—

~ exchange copies of inspection reports prepared. While non- engineering personnel

~~wWill-not-be qulified-to verify whether the technical requirements of the project
are being fulfilled, they should be able to ascertain many problems affecting
‘construction progress. By using this combined approach, we feel the USAID should
be able to mobilize enough resources to-adequately inspect construction projects
in-order to promptly identify problems and adequately determine project status.

-3




The USAID indicated in their response to our draft audit report
that they are preparing a plan to inspect the various constructjon projects and
inspection reports are shared with concerned offices. However, we believe
procedures should be established to do this on a continuing basis. Therefore,
we make the following recommendation: :

Recommendation No. 19

. USAID/Bolivia should establish procedures
which provide for the preparation of‘1nspect1on
schedules for construction projects using per-
sonne]l from various USAID offices.

F. USAID Management

Our review of USAID's management of Agricultural sector projects disclosed
that improvements should be made in project evaluation procedures, implementation
planning controls, the design of logical frameworks, and procedures used to control
the implementation of recommendations made in evaluation and audit reports. In
addition, USAID has not taken timely and effective action to (1) ensure that the
GOB adept pricing policies to provide greater production incentive for farmers to
increase production as required under two AID Loans (see page 8 ) (2) require
zffective use of AID-financed soil testing equipment (see page 14 ) (3) resolve
counterpart problems for contractors (see page 26 ) (4) increase the Tevel of
USAID inspections of AID-financed construction prOJects to identify problems more
promptly and obtain reliable information on the status of construction (see
page 31 ) (5) pressure MACA to promptly start planned construction projects
{see page 31 ) and (6) verify that the Central Bank of Bolivia has used subloan
repayments under the FRA T program for relending to small farmers:as required
under AID Loan provisions. By making changes in procedures and contro]s and
obta1n1ng actions and documents from GOB agencies, the USAID should be able to
1mprove the management of its agr1cu1tura1 sector prOJects

1. Proaect Eva]uatlon

Our review of the proaect eva]uat1ons conducted by the USAID
1nd1cated that (1) the reports can be improved and published more promptly (2)
the design of logical frameworks can be improved to provide more meaningful
evaluations and (3) a follow-up system could be set-up to close recommendations
to assure that they are implemented and documented in a manner sat1sfactory to
top management ‘ . ‘ ‘

a. Regort

Our review of the USAID evaluations of seven agr1cu1tura1

proaects disclosed that (1) two of the reports were published without recommenda-
tions-even-though-the preject-analysis discussed-problems requiring-corrective- - oo s

zction (2) logical frameworks indicators included in one evaluation report were
not evaluated and (3) some reports were not promptly published. The correction
of these deficiencies should result in a better and more t1me]y identification.

and correct1on of prOJect prob]ems




i)‘ Lack of Recomﬁendations

The evaluation of the Basic Foods Production and Marketing
project was published on July 11, 1978 without any recommendati . The report
indicated that a "fine tuning" of the CID contract might be needed to assure that
the work done by research stations is (1) more directly translated to the require-
ments of the small farmer and (2) producing results of direct utility to the .
target group. The covering memorandum to the evaluation report stated that a
contract team reviewed the CID contract in April 1978 and that the recommendations -
of this team are under review for poss1b]e incorporation into the CID contract in
the com1ng months.

The final evaluation of the Exploratory Research project
dated May 25, 1979 indicated that there were several remaining project activities
that should be undertaken with financing from other on-going projects. However,
no recommendation was made to develop a plan to identify and implement these acti-
~vities in the Project Evaluation Summary.

ii) Lack of Indicator Evaluation

The evaluation of the Agr1cu1tura] Sector I project compared
actual production and yields to the subgoal targets but provided no explanation -
why most of the targets were not achieved. : -

iii) Lack of Timely Evaluations

The evaluations of the Farm Policy Study and the Basic
- Food Production and Marketing projects were drafted by the USAID project managers
~in June and September 1979 but had not been pub]1shed as of December 31, 1979 R

, The draft reports were subm1tted to the USAID 0ff1ce of
~ Development Planning and Evaluation but that office did not prompt]y review the
.reports ‘

_Based-on-our- draft~report-the USAID—establwshed procedﬂres —-

‘to overcome the above def1c1enC1es We therefore make no recommendation in. this. ,
final report. =~ ‘ _ ‘ ‘ v ' ' -

b. Log1ca1 Frameworks

Qur_ rev1ew.o£_enght_agr1cu1tural—prOJects~W1th ~estimated- comp]et1on

dates extending beyond CY 1980 disclosed that no logical framework has been prepared
for the Subtropical Lands Development project and that there were some design pro-
blems in the frameworks for the other seven. projects which can reduce the effective-

ness Of USAID evaluations The seven nrnwnr~+c with logieal f. AREVOrKS m_'c'

'”Agr1cu1tura1 Sector 11

. Farm Policy Study
Agricultural Sector I .
Basic Foods Production and Market1ng
Small Farmer Organizations R -
Productivity -Credit Guaranty Program (PCGP) -~ o
Agribusiness & Artisanry (A&A) ‘

I N D wN —
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;~4mpact on—the~target group)-

—production-and-yield-estimates—for-the-whole-country—rather-than-the-target-area

i) Program/Sector Goals

While the sector goals are essentially the same for the
seven projects, some of the objectively verifiable indicators used to measure
goal achievement (1) were not the same for most projects, (2) did not always
relate to goal achievement and (3) were not always quantified.

The sector goal for the seven projects was to increase per
capita income and standards of 1iving of rural people except for two projects
where the goal was expanded to also include the urban poor as part of the target

group.

Although the USAID has standardized its sector goal, we

- found that most of the indicators used to measure goal achievement were not the

same. We, thus, believe that the measurement of the sector goal would be facili-
tated if the USAID would also establish standard indicators to measure goal

achievement.

‘ The USAID is conducting income surveys under its Farm Policy
Study project to obtain data to measure goal achievement which is a slow and
costly process. In addition to income surveys, we believe that the growth in per
capita GDP for agriculture could be used to indirectly measure goal achievement.
The advantage of th1s indicator is that it can be obtained more quickly and at a
Toweir cost from Jata published by the BCB at the end of each year. The disadvan-
tage is that it may not measure the rate of change in per cap1ta income as
effect1ve]y as income data obta1ned from surveys.

ii) Subgoa]

L Our review of the 1og1ca1 frameworks d1sc1osed that some of
the subgoa] 1nd1cators can not effectively measure the impact on the target group.
They were also inconsistent between similar projects and were improperly used to

- measure the achievement of the broader sector goal (Four of the seven agr1cu1tura]

projects reviewed have subgoa1s which are used to measure the direct economic

The Agr1cu1tura1 Sector 1 and the Basic Foods Product1on ‘

- and- Market1ng projects -had the same subgoal and indicators (annual growth rates

of yields and production for selected crops). However, growth rate targets were
not the same for each project. Also, the growth rate targets were based on

(intermountain. valleys of Central Bolivia and Eastern 1ow1ands) Thus, it was
‘not possible to measure the ach1evement of the subgoa] in the prOJect area, using
these 1nd1cators ‘ : , ‘ ‘

The 1nd1cator for the Farm Po11cy Study prOJect did Pt

) prOV1de an effective means to measure the achievement of the subgoal. The sub- =

goal of the project is to .improve GOB sectorial planning capacity through the
collection and analysis of reliable rural base level information. The indicator
was the successful completion of all seven prognct activities with new and pre-
sently employed GOB technicians. In our view those studies could be successfu]1y
comp]oted ‘without" s1gn1f1rant1y upgrad1ng the GOB- p]ann1ng capacity- because of =

,Hr,ﬂQMTHAM.M




Timited GOB input. We believe, therefore, that a different qualitative 1nd1cator
should have been developed to measure subgoal achievement.

‘ We also found that subgoal indicators were being improperly
used to measure the achievement of the sector goal for three projects (Small Farmer
Organizations, PCGP and A&A). In the future, we suggest that when a subgoal
indicator is established to measure the economic impact on the target group of a
project that they be used to measure the achievement of a subgoal rather than the
sector goal. .

iii) Purpose and Qutputs

: Our review of the purpose and output targets and related.
indicators disclosed that some of the indicators did not effectively measure the
achievement of the purposes and outputs.

The logical framework prepared for the Basic Foods Product1on
and Marketing project does not provide any effective means to measure CID

e (Contractor) performance. At the subgoal level, annual growth rate targets were

established for yields, production, and land area in production for basic crop and

Tivestock products in the project area. If these targets are not achieved, CID

cannot be heid responsible because they have no control over whether improved

technologies are adopted by the farmers. The project purpose for technology

development is to develop improved technologies for 'use by the small farm sector

in the project area. We believe the best way to measure the accomplishment of

the project purpose (which is mainly under control of CID) is to calculate the

~current potential yields and net income per hectare from basic crops and live-

stock production based on existing technology and then estimate the growth rates

- -that could be realized in potential yields and net income through the development

. of new technology. In this way the impact of new technology on yields and net
incomes could be measured to determine whether the proaected growth. rates have —

been achieved. ‘ :

The Agr1cu1tura1 Sector IT proaect 1nc1udes an output. to
1mprove sectora] —~planning- which—is—not—specific- enough to—serve—as—aTgood measure -

of performance. We believe this output should be expanded to include the five
specific activities that were to be 1mproved as outlined in the prOJect descrip-
tion on the 1oan/grant agreement." : ‘ ‘

‘Based on our draft report, the USAID estab11shed procedures
to_rey1ew.and_correct.def1c3enc1es-4n-Jog1ca1—frameworks—but ~had-not—yet-acted

to establish a standard set of indicators to measure the achievement of the
sector goa] We, thus, make the following recommendat1on ‘

Recommendation No—20

'USAID/BOi1V1a should ‘establish standard
indicators to measure the ach1evement of the
sectoral goal.

‘- 4-1 )




c. Recommendations

Our review of 25 recommendations included in the project
evaluation summaries for 5 projects disclosed that 2 of the recommendations were
not 1mp1emented and that action taken to 1mp1ement 4 recommendations were not
documented in USAID files.

We believe the USAID should establish a follow-up system to
close recommendations made in evaluation renorts to help assure that required
actijons are promptly taken, are documented and are satisfactory to top management.
Also, the follow-up files would serve as a source of information which could be
used in subsequent evaluations.

Based on a recommendation in our draft audit report, the USAID
set-up a follow-up system to monitor the closing of recommendations made in evalua-
tion reports. We have, therefore, de]eted the recommendation.

2. Implementation Planning

Our reV1ew of GOB 1mp1ementat1on planning for eight agricultural
sector proaects with estimated completion dates after CY 1980 disclosed that
current plans have been submitted for only the PCGP project as shown below:

Date Last Plan Submitted

-~ Project : by GOB or Approved by USAID

1) Subtropical Lands Deve]Opment | - , |
~ (511-7-050) R - | 6/27/78

'2) Basic Food Production and. Market1ng o ' ' o
~ 0 (511-0451) o 3/11/76

7-3)-vAgr1cu1tura1 Sector 1

(s11-T-053) = 3711776

- 4) 'Sma11‘Farmer Organizations. ' o - R
(511-T-055 and 511—052) ‘ - o 6/24/76

5) Agr1cu1tura1 Sector IT

~(ST1=T=059 amd 5T1=0481) ‘ 372778~

6) Agr1bus1ness and Art1sanry (AA) ‘ , o
(511-T- 060 and 511~ 0472) : o ‘ . ... 1/28/78 -

,.1.,:7),,‘,A,Farm Po'l']cy Study. .. A RGO S
- (511-0485) - . g : ‘ None

- 8) 1Product1ve Cred1t Guarantee Program (PCGP)‘ .
(51] 0486) o o S 12/7/78




No plan was submitted by MACA for the Farm Policy Study project
because none was required by the grant agreement. We suggest that an implementa-
tion Tetter be issued to establish a planning requirement.

The p]ans for the other six projects are no longer realistic because
of slippage in project 1mp1ementat1on To ensure that the actions required to
carry out these projects are taken in an effective and efficient manner, we suggest
that new implementation plans be prepared for these projects.

In the more recent agricultural projects (Agricultural Sector II,
A&A and PCGP) the USAID has established a requirement by Implementation Letter .
that the GOB submit updated implementation plans by January 1 of each year. We
believe this is a good idea and suggest that this requirement also be established
by implementation letter for the other projects that will extend into CY 1981.

We also believe that the USAID Controller should estab]ish an
1mp1ementat1on planning control system to monitor GOB compliance with the sub-
mission of annual plans 1like they have done for progress reports. This should
help to assur2 that implementation plans are current and realistic.

Recommendation No. 21

- USAID/Bolivia should (1) obtain current
implementation plans from the GOB for the : ‘ -
six projects with outdated plans, (2) estab- -
1ish a planning control system to monitor : '
GOB compliance with the submission of
.-annual plans.

3. Prior Audit Recommendations

Our review of 24 prior audit recommendations disclosed that the
GOB had not effectively implemented six of the recommendations. These.recommenda- ._

_tions_were_closed— based-on-action- ~reported— by—the USAID*”“The*four aud1t“reports“"““'
1nc1uded in our rev1ew were: ’ . .

| | ~ T | No. of
~ Report No. Date of Report = Project - - Recommendations
77441 1-22-75 FRA T (511-L-042) 3
©77-18 12-10-76  FRA I and 11 (511-L-042 8 052) 10
77-16 12-10-76 Agricultural Sector I .
TS BIeTe e S e
78-15 4-20-78  Subtropical Lands Devel. L
- ~(511-T-050) L
. _
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We did not include in our i-eview the recent audit of the Small
Farmer Organizations project containing 19 recommendations (Report No. 79-22,
" dated August 28, 1979) because 18 of the recommendatlons were open as of
- September 30, 1979.

. The prior audit recommendations which have not been effectively
1mp1emented are analyzed be]ow

a. Subtropical Lands Development (Audit Report 78-15)

i) Currency of Project Accounting Records and Independent
Financial Audits

INC has not maintained its project accounting records on a
current basis and arranged for timely independent audits of the project as requested
under Recommendation No. 2. This recommendation was closed in August 1978 based
cn a USAID letter asking INC to comply with the recommendation.

In November 1979, we found that INC had only posted project
rtransact1ons to its books through February 1979 and that project financial state-
ments for 1977 and 1978 had not been audited. In response to our audit, the
"M1s§1on indicated it will negotiate with GOB to attempt to fund audits with Loan
Fun s

- ~1i)  Adequacy of Project Accounting Records

INC has ma1nta1ned its account1ng records and reports in
conformance with the cost breakdowr established in the project financial plan as
‘required by Recommendation No. 3. However, these records were not maintained
in =1 adequate manner. This recommendat1on was closed in August 1978 based on
a statement made by the USAID that a new accounting system had been des1gned for
INC and that the accounting records and ‘reports were being maintained ina
~satisfactory manner. . ‘

We*found_Inat the.Jedger sheets. for each Toan_component -

were incomplete and loosely filed. Also, many disbursements were posted. w1thout
“indicating the date of transaction, vouchers and the payees. = INC said that the
expenditure reports submitted to the USAID are summarized direct from paid vouchers
rather than from the ledger sheets. The reports looked a]]rxght but they are

not adequately supported by the accounting records.

111) Proaect Account1ng Records for GOB Contr1but1on

INC has not estab11shed account1ng records to show the
GOB contr1but10n to_the project by the cost components of. the financial plan of the

Loan Agreement as required by Recommendation No. 4. This recommendation was
~closed in August~1978 based on a USAID statement -that-a new accounting-system-had -
“been designed for INC to reflect the GOB contributions by ccst component and that
work implemented under the new system 1s v1rtua]1y complete. ‘ ,

INC was in the process of preparing records to show the GOB
éﬂ contr1but1on by -cost -components. but th1s has on]y been-done up to.CY. 1975

)/
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iv) Calculation of GOB Contribution

INC has charged the salaries of 28 employees to the project
payroll even though these employees do not work on the project. In addition, INC
has not charged the salaries of 17 employees who work on the project to the project
payroll. This is contrary to recommendation No. 5 and as pointed out in the prior
audit report, this procedure overstates the GOB contribution to ‘the project. -

This recommendation was closed in August 1978 on a USAID -
statement that they had verified on a test basis that project payrolls only included
employees working on the project.

Recommendation No. 22

USAID/Bolivia should ensure that
project records maintained by INC are
audited, updated, adequately supported,
maintained in accordance with project L
cost categories, and only include charges ‘
related to the project.

b. FRA I (Audit Report No. 77-18) | | : .

i) Spare Parts

The problem of replacing some unsuitable spares for 101 jeeps
purchased under the FRA I Toan has not been resolved as was intended by Recommenda-
tion No. 6.

' MACA purchased 101 CJ-6 jeeps for its extens1on service. The
CJ 6 jeeps proved inadequate for conditions in Bolivia and the supplier replaced = .
the jeeps with CJ-5s. About 50 percent of $22,000 in spare parts were not su1tab1e,

- for the new model. Our follow-up on this problem disclosed that the supplier

(Howson) agreed to replace the unsuitable spare parts.. .The supplier. picked up the -

__parts-but-has- not-yet- delivered—the-replacement-parts—to~MACAT This recommenda-

tion was closed in March 1977 based on a MACA letter to the USAID which stated -

- arrangements had been made with the supp11er to retarn the spare parts and receive

comparable parts for the replacement jeeps. . : .

. Based on a recommendat1on in our draft aud1t report, the
USAID fo]lowed up_with_the_supplier—and-determined—that—half-of—the- spare‘parts

have been delivered to MACA and the other parts will be de11vered soon. We have,
therefore, deleted the recommendat1on ‘

-

. regularly reconcile- accounts with-its Intermediate Credit Inst1tut10ns leaves the o

- c. FRAI (Aud1f Report No. 75-41) - ST SRR \

“TheCentral Bank of Bolivia has not per1od1ca11y reconc11ed

‘1ts accounts with its Intermediate Credit Institutions as recommended (Recommenda-“

tion No. 3). Our review disclosed that there were substantial differences between

the accounts of the Central Bank and the BAB and State Bank under the AID-financed

credit programs (FRA I, FRA Il and SFED). The failure of the Central Bank to

re11ab1]1ty of account1ng contro] over the credit funds in doubt.

R _45_




This recommendation was closed in March 1975 based on a
promise by the Central Bank to reconcile its accounts with Intermediate Credit
Institutions on a quarterly basis.

Recommendation No. 23

USAID/Bolivia should obtain evidence
from the Central Bank of Bolivia that
adequate procedures are being implemented
to regularly reconcile its accounts with
the Intermediate Credit Institutions under
AID-financed credit programs. '
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APPENDIX A

FINANCIAL STATUS OF ACTIVE AND PROPOSED PROJECTS DIRECTLY AND PARTIALLY RELATED TO AGRICULTURE 5/ Page 1 of 2
T - - As of 9/30/79
Project Costs ($) AID Funding ($)
Projects Start Completion Total AID GOB ObTigations . Disbursements
I ACTIVE PPOJECTS |
A. Direclly Related| to Agriculture |
Subtrgpical Lands Dev. (511-T-050) 4/ 9/19/74 2/19/81 18,054,000 9,700,000 8,354,000 9,700,000 7,367,713
Basic|Food Production (5]1-T-052)¥4 4/24/75 3/2/80 9,963,855 6,963,855 3,000,000 6,963,855 6,234,464
Basic[Food Production & Marketing {511-0451)
7B . : : 4/25/75 9/30/82 6,900,000 6,900,000 - 4,624,130 3,615,748
Agricltural Sector I (511-T-053)]4/ - - 4/24/75 9/22/80 14,850,000 9,200,000 5,650,000 9,200,000 7,172,366
Small|Farmers Organization (511- 452% 4/29/76 5/31/80 3,417,000 3,417,000 - 3,346,851 2,480,109
Small| Farmer Organizations 5]1-T}05 ) 3/24/176 3/24/80 13,850,000 7,500,000 6,356,000 7,500,000 3,387,070
Exploratory Research {51]-0464) 4 . 9/30/76 9/30/80 690,000 500,000 190,000 458,643 314,532
-Agricyltural Sector 1 (511-1-059) 4/ - 11724/77 . 11724/82 17,330,000 11,300,000 6,030,000 11,300,000 3,603,022
Small|Farm Production (511-0481) 4/ 11/24/77 11/24/82 2,200,000 2,200,000 - 1,400,000 150,835
Agribusiness & Aftisanry 511-T-060) 4/ -1/9/78 12/31/82 10,070,000 6,200,000 3,870,000 6,200,000 263,043
- Agribpsiness & Artisanry (511-0472) 47 . 1/9/78 12/31/82 400,000 00,000 - 400,000 59,467
Farm Policy Study (511-0485) 4/ 3/23/78 9/30/81 1,583,000 1,115,000 468,000 772,000 105,244
P.L. ¢80, Title III (Local Currency) 5/31/78 12/31/83 63,900,000 63,900,000 - 63,500,000 1/ 3,965,727
Productive Credit Guaranty Program 4/ 7/21/78 12/31/81 3,750,000 2/_ 2,500,000 2/1,250,000 _ 2,5C0,000 2/ =~ -
. Subtotal 166,957,855 131,795,855 35,162,000 128,265,479 - 38,718,901
B. Pértit]lgﬁRelate to Agriculture
’ Rural|Access Roads I éSI]-T-OSG) 9/20/76 12/6/80 15,570,000 8,500,000 7,070,000 8,500,000 5,903,719
Village Developmént (511-T-062) 8/23/78 8/23/83 23,260,000 15,300,000 7,960,000 15,300,600 1,013,520
Village Development 551]-0499) 8/23/78 8/23/83 300,000 300,000 - 300,000 65,744
Rural|Access Roads 1 551]-T-061) - 8/30/78 8/30/83 22,800,000 13,000,000 9,800,000 13,000,000 -
- Rural|Access Roads II . 5]]-0466& . 8/30/78 8/30/83 ,000 300,000 - 300,000 -
Deparimental Dev! Corp. (511-T-065) - 9/20/79 9/20/84 13,500,000 10,000,000 3,500,000 10,000,000 -
‘ Subtotal - : 75,730,000 47,400,000 28,330,000 47,450,000 6,982,983
j Total Active Project§' 242,687,855 179,195,855 63,492,000 175,665,479 45,701,884
IT PROPOSED| PROJECTS DIRECTLY RELATED TO- AGRICULTURE
Agricgltural Creéit {511-0538) . b FY-80 - 17,003,000 17,000,000 ~ - 3/ 17,000,000 -
Impreyement of Agr. Extension (51;-0502) FY-80 - 7,000,000 7,000,000 -3/ 7,000,000 -
Agricylture Dev.lin Coca Zones (£11-0500) FY-£0 - 4,000,000 4,000,000 - 3/ 4,000,000 -
Small|Farmer Org! IT (511-0489) | - FY-80 - 3,800,000 _ 3,800,000 - 3/ _ 3,800,000 -
| | subtotal ‘ 31,800,000 31,800,000 - 31,800,060 -
.~ Grand Total Active & Proposed Projects 274,487,855 210,995,855 63,492,000 207,465,479 45,701,884

=47 -




£
VD
1
K
i
3
4!

-

NOTES

v
2/

3

GRS
S

[
APPENDIX A
Page 2 of 2
Th1s amount. only 1nc1udes agr1cu1tura] prograns. The Title III program is for a total of $75,000,000.
AID apd GOB guaranty author1ty. ' : i
Data [is. not available.
Inclufded in audit. C :
Data was obtained from loan and grant agreemerts.
:
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APPENDIX B
; I
ANALYSIS OF YIELDS PER HECTARE FOR ALL CROPS IN BOLIVIA 6/ L o . o é
From 1964 to 1978 — : : BRAS
. @
_ Annual Growth Rates 3/ ;
Yields Per Hectare in Kilos -+ T19%4 - 1972 - 1975 :
)Y 2/ to “to to :
1964 1972 1975 1978 1972 1978 1978 :
Cereals 981 1,094 1,140 1,086 1.37 (.23) (2.21) ;
Tubers 4/ 5,305 7,128 7,011 6,764 3.76 . - { .87) (1.19) a
- Vegetables 2,740 3,366 3,358 3,253 2.61 - ( .57) .. (1.05) ;
Fruit ) 12,701 13,007 12,637 1,821 .30 (1.58) (2.20) :
Production for Industry 5/ 1,231 1,445 - 1,360 1,512 2.02 .76 3.59 :
Stimulates 822 ) 898 962 1,009 1.1 . 1.96 i 1.60 :
Forages 5,735 6,992 7,613 6,851 - 2.51 _ .34 {3.45) } P
: : : : i i
Total Excluding Sugar Cane 2,653 3,308 3,343 3,255 3.75 { .27) ( .89) :
Sugar Cane 40,222 39,947 45,501 41,000 (.09) 43 (3.41) 1
Grand Total 3,823 4,887' 5,405 5,876 3.12 ;li 2.82 _E i
F
| -
NOTES
1/ - Average for 3 year period from 1963 to 1965 , : A : i ) o
2/  Average for 3 year period from 1971 to 1973 ' - S - : ; ' b
%/ Negative rates of growth are shown in brackets ) S : : : ; o
4/ Potatoes, yuca, etc. ’
5/ Soybeans, cotton, peanuts, tobacco, and rubber ; N ’ :
6/ Data from 1964 to 1975 was obtained from Bulletin No. 2 publisher by MACA's Statistics Division. Data from 1976 to 1978 was -

SR

- obtained from unpublished information provided by MACA's Statistics Division.

- 49 -




e R )

[

APPENDIX C

. ANALYSIS OF PRODUCTION OF ALL CROPS IN BOLIVIA &/
From 1964 to 1978 :

" 6/ . Datla from 1964

1 DA

1

ta from 197

- 50 -

to 1975 was obtained from Bulletin No. 2 published by MACA's Statistics Division.
6 to 1978 was obtained from unpublished information provided by MACA's Statistics Division.

Annual Growth Rates 3/
; Froduction in Metric fons 1964 1972 1975
L S BR/E 2/ to to to
‘Crop Citegories 1964 1972 1975 1978 1972 1978 1978
Cereal§ : k43,693 500,271 591,980 569,775 1.51 2.19 {(1.27)
“Tubers|. 4/ -746,367 969,305 1,179,660 1,221,050 3.32 3.92 1.16
Vegetables 226,527 294,796 331,765 325,630 3.35 1.67 ( .62)
Fruit 347,285 534,293 610,520 644,500 5.53 3.17 1.82
Production for Industry 5/ 111,308 77.890 102,469 99,755 27.28 4.21 ( .89)
Stimulates , 111,691 23,160 29,785 46,358 9.10 12.02 15.89
-Forageg 260,667 - 479,400 526,500 548,110 7.90 2.27 1.35
E . » | , - -
Total Excluding)Sugar Cane : 2,047,538 2,879,015 3,372,679 3,455,228 4.35 3.09 .81
Sugar Qane 598,833 1,566,480 2,366,500 3,246,620 5.79 12.91 11.12
f- o
Grand Total 3,046,371 4,445,495 5,739,179 6,701,848 4.84 7.08 5.30
NOTES: v
1/ Avdrage for 3lyear period from|1963 to 1965
2/ : Avdrage for 3jyear period from|{1971 to 1973
3/ | Nedative rates of growth are shown in brackets
4/ . Potatoes, yuca, etc. :
5/ ' Soybeans, cotton, peanuts, tobacco and rubber



ANALYSIS OF LAND USED FOR ALL CROP PRODUCTION IN BOLIVIA

From 1964 to 1978

Hectares in Production
/

1/ 2

Crop Categories 1964 1972 1975 1978
Cereals 452,372 457,158 519,020 534,200
Tubers 4/ 140,684 135,980 168,246 180,500
Vegetables 82,677 87,563 98,795 100,100
Fruit 27,30 41,076 48,310 54,520
Froduction for Industry 5/ 9,182 53,894 75,295 65,980
Stimulates 14,206 . 26,116 30,930 45,918
Forages 45,449 68,500 69,150 80,000

Total Excluding Sugar Cane 771,911 870,287 1,009,746 1,061,218
Sugar Cane 24,833 39,213 52,010 79,186

Grand Total 796,744 909,500 1,061,756 1,140,404

Wil
NS

4/  Potatoes, yuca, etc.

-
[y

5/  Soybeans, cotton, peanuts, tobacco and rubber
6/ Data from 1964 to 1975 was obtained from Bull
Data from 1976 to 1978 was obtained from unpublished information provide

Average for 3 year period from 1963 to 1965
Average for 3 year period from 1971 to 1973
Negative rates of growth are shown in brackets

etin No. 2 published by MACA's Statistics Division. =
d by MACA'S—Statistic§,Division.,

- Annual Growth Rates

“IAPPENDIX D

, 1972
“to - to to
1972 1978 _1p78
'J13 : 2.63 97 -
( la2) 4.83 2137
iy 2.26 44
5i22 4,83 4111 2
24176 3.43 (af31). 3
7.9 9.86 14{08 - 3
5.26 2.62 498
| o - F
].}5], 3.36 1170 © i
'5.88 12.43 15l04 ,
_1.67 _3.84 2141 4

1975
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4/ APPENDIX E
ANALYSIS OF GROSS GOMESTIC PRODUCT FOR BOLIVIA -
FROM 1972 T0 1578

: firass Lomestic Product Gross_Domestic Product Per Capita
: : 17 37 " Annual 17 737 Annual 2/ 17 Annual 17 Annual 27

Year/Pefiod . © . Jotall Growth Ret>  AgricuTture Growth Rate Total Growth Rate Agriculture - Growth Rate
19721 - . ) $694,950 - $125,600 - $164.50 - $ 29.80 -
1973 743,000 6.9 131,400 4.6 172.35 4.8 30.45 2.2
1974 o 788,500 6.1 136,250 3.7 178.80 - 3.7 20.90 1.5
1975] . ) 832.050 5.5 145,350 6.7 184.40 kK| 32.20 4,2
1976 885,500 . 6.4 149,550 2.7 151.85 4.0 32,40 .€
1977 : - 917,188 3.6 144,500 (3.4) 194,25 1.3 30.60 {5.6)
1978|. ; » 945,850 - 3.2 147,800 2.3 195,80 .8 30,60 -

1972 to|1978 A .- i' - 8.3 - 2.8 3.0 - .4

1975 to|1978 - 4.4 .6 2.0 (1.7)

f‘
1/ 'Dollars converted from 1970 constant pesos
2/ Negative growth rates are shown! 1n brackets
3/ Thoysands of dollars : !

R .
3/ 'Datd from 1972|to 1977 was obtained from the BCB statistics bulletin No, 233,
‘Datd for 1978 was obtained from unpub)ished information p-ovided by the BCB.
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AFPENDIX F

Page T of 2

STATUS OF CONSTRUCTION PROGRAM
- FOR AGRICULTURAL SECTOR AS OF 9/30/79

Work Progress .5/

ol Date Estimated Percent
escriiption Location _ Started Co;t Date Completed
Constructipn in Proaress :
A, Agric|iturai Sec&or I (Loan 511-7-053)

-~ Seed Processing Plant I Harnes 6/79 140.81¢ 7/79 22%
Experfimental Station flmprovements 1/ San Benito 11/78 106,347 3/79 23%
Experfimental Statxon Improvements) T/ Toralapa 10/78 142,418 8/79 65%
Experfmental Station (prrovewents T/ Chinoli 10/78 59,736 7/7% 74%

- Experfmental Station (Improvenents) 1/ Saavedra 6/79 146,360 9/79 30¢ 2/
Agriciltural Service Center - Sucre 7/19 152,713 9/79 5% 2/
-Agricyltural Service Center Santa Cruz 68/79 85,472 8/79 25%
Agricyltural SerVice Center . Cochabamba 6/79 544,284 8/79 5% 2/

B. A ricx]tura] Sector II (Loan 5]1-T-059)

- MACA ing (Remcdeling La Paz 12/78 - 27,530 4/79 100%

Potat 5110 for Seed Plant . Betanzos 10/78 9,880 8/79 100%
‘ Rural|Electrification for Seed P]Fnt : Betanzos 7/79 7,117 9/79 154 2/
C. Subtrgpical Lands Development (Loan 511-T-050) - :
San Jtilan-CasaraEe Road {100 kilometers$ San Julian 5/78 4,456,123 6/79 40%
ChaneqPirai Road|(77.25 k110meters) Chane-Pirai 9/77 5,185,780 6/79 57%

 Acces§ Trails (2]0 kilometers) San Julian n/a 1,106,000 9/79 43% 3/
Potable Water Wells (50 wells) San Julian n/a 277,000 9/79 72¢ 3/
Agricyltural Service Center San Julian 4/78 112,900 9/79 55¢ §/
Agricyltural Service Center ; Chane-Pirai 4/78 112,300 8/79 8% ~

D. - Rural |Access Roads I (Loan 511 T-JSS)
216.5TkiTometers |of roads (10 projects) Various 9/78 2,808,828 8/79 53%

=53 4




APPENDIX F
Page Z of 2

_Wnrk Progress 5/

’ : L Date Estimated Percent

Description o Location Started Cost Date Completed

S : 3
LI fConstruct1on Planned but n)t yet Started
;77 B ; | A, _Agriéultura] Sector - II (Loan 511-T—059) ,
4 - o Seed |Processing Plant - ] o Yacuiba 10/80 n/a - -
i ! 1 ‘Seed |Processing Plant Zudaiiez 5/80 n/a - -
: Housing for Seed Processing Plant Betanzos ) 5/80 n/a - -
: Agricultural Service Center . Potosi n/a n/a - -
; Agricultural Service Center Tarija n/a n/a - -
i Seed |Processing Plant|(Improvements) Cochabamba n/a n/a - -
g -Seed |Processing Plant{(lmprovements) Tarija n/a n/a - -
‘ Seed Process1ng Plant (Improvewents) Warnes n/a nfa - -
' B. Rura] Access Roads [ (Loan 511-T-056) : '
983,45 km, of roads l ; Various n/a 12,761,172 - -
€. . Rural Access Roads II: (Loan 51]-T-061)
1000 km. of roads o - Various n/a 23,100,000 - -
x Tota] B3

1/ [onsists of training centers, dormitories ‘offices, library, workshop greenhouse, etc,
2/ [Estimated by auditors during field trip at end of September 1979.
3/ Estimated by GOB officials.|

4/ [Estimated by USAID and Contractor.-

5/ Based on Contractors progress payments.,
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APPENDIX G
Page 1 of 12

DESCRIPTION AND ACCOMPLISHMENTS OF AGRICULTURAL SECTOR PROJECTS 1/
AS OF SEPTEMBER 30, 1979

Presented below are project descriptions and accomplishments for (a) 14
active projects directly related to agriculture (b) 6 active projects partially
re}ated to agriculture and (c) 4 proposed projects partially related to agri-
cul ture. ‘

1. Active Projects Directly Related to Agriculture

In genera1 the goal of all progects directly related to the agricultural
sector was to increase the per capita incomes and standards of 1iving of the
sma11 farmers or rural poor.

a) Subtropical Lands Development

This project is financed with AID Loan 511-T-050 dated September 17,
1974 for $9,700,000. The total estimated project cost including the GOB contr1-
bution is $18 054 000. The National Institute of Colonization (INC) is the
implementing agency‘for the project. The estimated completion date for the
project is February 19, 1981,

The objective of the project was to help 4,000 new farmers settle in
an area north of the city of Santa Cruz over a 4 year period in addition to

providing some supporting services to 6,000 farmers already in the area plus an

estimated 1,000 farmers who would spontaneous1y move into the area.

This project has moved much slower than planned. The USAID has extended
the project two years to February 19, 1981 to permit the completion of 177.25 -
ki]ometers of access‘roads, 210 kilometers of access trails and two agricultural
service centers. - The major problems that have affected the timely completion of -

- construction activities have been contracting delays, inadequate design of roads
- by INC, poor weather conditions, lack-of-GOB-support—to—INC— for- operat1ng

expensea, and lack of contractor 11qu1d1ty. S

As of September 30, 1979 1,440 new Farmers have been settled into the

area. At the project comp]et1on, the USAID estimates that 2,000 new farmers will

be settled versus an original target of 4,000, While INC p1ans to settle another
600 farmers in the area after prQJecr_complei1on,_Jt,w111 not-be-possible—to

reach the original target of 4,000 farmers because some of the land was too 10w
to perm1t settlement and other land was privately owned.

The USAID only disbursed $149 656 _out of 4500, 000 nJangeé_ﬁgp_a_epedqf————ﬂ

program established under the project. In May 1979, the USAID terminated the

- credit.program because -the BAB-was-not- able to prompt1y move and recover subloan

|

1/ In Eﬁ1s section, pesos have been converted to do11ars at the rate of $b20 38

to $1.00.
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funds. Repayments of funds subloaned are to be put into the BAB's Small Farmer
Credit Program (SFCP) which is to supply the credit requirements of farmers in
the project area.

b) Basic Food Production and Marketing

This project is financed under AID grant 511-0451 dated April 25, 1975.
~ The total estimated cost of the project is $6,900,000 with an estimated comple-
tion date of September 30, 1982. MACA is the implementing agency for the project.

The purpose of the project was to provide technical assistance to MACA,
IBTA and CIAT to increase production of basic foods crops and livestock products
-~ and to increase factor productivity in the small farm soctor of the intermountain
va}1eys of ¢entral Bolivia and developing agricultural areas of the lowlands in
Bolivia.

The specific ob3ect1ves were to strengthen, improve, and coordinate in
the regions of interest (1) agri:ultural research (2) agricultural extension
(3) sector planning and (4) higher agricultural education.

Technical assistance has mainly been provided through MACA contracts
with Consortium for International Development (CID) starting on June 27, 1975.

Our review of the technical assistance provided by CID under this
contract indicates that good progress has been made in assisting IBTA and CIAT
develop new technologies and upgrading higher agricultural education. However,
little has been achieved in sector planning and agricultural extension because
of a lack of qualified counterparts and GOB support., For this reason assistance

to MACAs P1anning Division was terminated in January 1979 and assistance to the

extension service will be phased-out once the current advisor's tour is over.
To improve the GOB extension service, the USAID p1ans to start a new proaect
- (see page 65). . |

c) Agr1cu1tura1 Sector I

This— prOJect~qs~f1nancnd under AID-Toan-511 T-053 -dated- Apr11~24w—4975
for a total of $9 200,000, MACA is to be implementing agency for the project.

- The total cost o7 the project including the GOB contribution is $14,850,000.
The estimated comp]et1on date for the project is September 22, 1980.

The subqoa] of the project was to increase product1on and factor pro-

__~__duct1v1ty_of basic_food- crops_and_JJvestock_produced_nn.the-smllI_farm sub=-sector
of the intermountain valleys of central Bolivia and the developing agricultural
~areas of the lowlands of eastern Bolivia. ‘

Loan funds were_ to be used fore

“=1)="The construction and- -equipping of three Agr1cu1tura1 Service ™
Centers and two seed process1ng plants.

2) Physnca] 1mprovements and equ1pment for fouf éXperiment‘stétions.
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age

3) Supporting equipment‘and vehicles for public sector agencies
and universities,

4) Capital of $5 000,000 to start a Small Farmer Credit Program
(SFCP) to be managed by the BAB,

[

5) Training personnel.

The project completion date has been extended one year to September 22,
1980 because of slow implementation of some project components. As of September
30, 1979, we found that all eight construction activities had been started but
not had been completed, (see Appendix F). Construction activities have not been
completed as planned because the MACA did not promptly obtain land titles and
did not adequately design the facilities to be constructed. Of the 79 partici-
pants to be trained under the project, 62 have compieted their training and 17
are still in training. The USAID and GOB contributions to the SFCP were '
disbursed one year ahead of schedule or by August 1978.

~d)  Basic Food Production

This project is financed under AID loan 511-T-052 dated April 24, 1975

for $8,000,000. The total estimated cost of the project 1nc1ud1ng the GOB contri-

bution is $11 ,000,000. The Central Bank of Bolivia (BCB) is the implementing

~agency for the project The estimated completion date for the project is March

3, 1980.

The project consists of making funds available through the Agricultural
Refinancing Fund (FRA II) of the BCB for relending to small farmers and agri-
business to increase the production of basic food items, Loan funds were to be
made available to subborrowers through participating Intermediate Credit

- Institutions (ICIs) for production credits, the purchase of machinery and equ1p-

ment, and processing and marketing loans. ICIs were to include private and
pub11c banks, the BAB, and non- bank1ng financial institutions. = .

This project has been extended 18 months to March 3,.1980_and

"$1 036 +145~0f-the—Toan—was deobligated by the USAID in February 1979 because of

the s]ow movement of loan funds by the BCB. Since less than 50 percent of the

“AID loan had been disbursed by June 1979, the USAID temporarily increased the

interest spread going to the BAB (from 8 to 10 percent) and suspended disburse-

ments to the BAB under the SFCP. These actions provided adequate incentives for

the BAB to move loan funds and as a result, the AID loan was fully disbursed_by

December-31,—1979-—~Also;—the—subToans™ 0Utstand1nq and commitments made by the

~ BCB as of September 30, 1979 exceeded the capital of the FRA II Fund by -
‘354 299,936 which the BCB will have to cover from its own resources.

The—geatl—of—the- prUJECt Wasto increase the product1on of basic food

. |
_\l‘—‘. o

LA |
commod1t1es to meet the additional food.needs arising out of-demand-shifts-

““resulting from population growth and higher per capita income. The goal

contemplated that additional foorl supply requirements could be met from domestic

~ production rather than higher imaort levels. It was also assumed that only about
22 percent of the credit required to achieve the product1on targets wou1d come
from the FRA II prOJect and the baTance from other sources. R i
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‘As can be seen below, the annual growth rate targets for production
from 1975 to 1978 were not achieved except for animal proteins and oilseeds.

Annual Production
Growth Rates
‘ Actual from 1/
" 'Targets 1975 to 1978

1. Cereals:
Corn 3.4 2.78
Rice - 3.4 (11.21)
, Quinoa 3.4 ( 5.94)
2. 011 Seeds :
Soybeans 4.5 30.02
Peanuts , 4.5 4,68
3. Potatoes and Other Tubers 4.8 1.16
4, Animal Proteins
MiTk 6.2 6.80
- Eggs _ : 5.9 n/a
Poultry | 8.7 - 7.88
Pork 5.1 5.27

"]/ Calculated from data ob*ained from MACA's Statistics Division

The Tow rates of growth dur1ng the 1975-78 per1od was ma1n1y the resu1t 3'

of poor weather conditions and GOB pricing po11c1es

As a result of the fa11ure of production to 1ncrease at a suff1c1ent

| rate to satisfy domestic demand, wheat and flour imports increased by 54,464

- metric tons from 1975 to 1978, Also, the GOB has had to_import potatoes in 1978

-of-$3-417-000—-‘The National— Community Development Service (NCDS) s the
implementing agency for the project. The estimated comp]et1on date of the project

~and rice, corn and potatoes in 1979.

e) Small Farmer Orcan1zat1ons

" The project is financed under AID loan 511-T-055 dated April 29, 1976
for a total of $7,500,000 and AID grant 511-0451 dated March 1, 1976 for a total

1s May 31, 1980. The total estimated cost of the grant/1oan project 1nc1ud1ng
the GOB contr1but1an is $17,267, OOO o , N

The. purpose of . proaect is to. he1p NCDS.. .(1).develop.four viable. Integralw.wam i

Cooperat1ves (ICs) and other small farmer organizations, (2) strengthen the
manager1a1 and technical capabilities of NCDS and other cooperative development
agencies; and () assist cooperatives and "non- cooperative" rural community
groups 1n deve]op1ng ama11 enterpr1ses and economic infrastructure prOJects

-
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The membership of each IC was anticipated to average 1,500 members by
the end of project (September 1980). The ICs are to provide agricultural credit, -
and technical and marketing assistance to their members. -

Grant funds were to be mainly used to provide technical assistance to
NCDS to carry out the project. On May 13, 1976, NCDS contracted Robert T. Nathan
Assoc1ates (RNA) to provide technical assistance to the project. As of September
1979, RNA has provided 27.1 work years of long-term technical assistance to
the progect

As pointed out in our recent audit of the Small Farmer Organizations -
project, we did not believe that the USAID investment in the NCDS contract with
RNA as of March 31, 1979 was worth the cost. This was caused by (1) the poor
quality of some assistance provided (2) lack of GOB budgetary support and (3)
time spent by the contractor on activities not directly related to the current
project during the first 15 months of the contract because the project was
redesigned by the USAID in August 1977.

: Loan funds were to be mainly used to establish a Revolving Credit Fund
(CROFOC) ($5,453,000) to provide agricultural loans to the ICs for relending
to its members,

The project has moved sTightly slower than anticipated. Four integral
cooperatives were formed as of September 1979 (slightly behind projections)
with a total membership of 3.279 farmers. As of September 30, 1979, $2,262,292
of the AID loan had been disbursed to CROFOC for subloans to cooperatives versus
proaected disbursements of $4,290,000.

On December 19, 1979, AID/W approved a revision of the proaect paper
which will transfer the respons1b111ty for implementing the project to the
National Federation of Savings and Credit Cooperatives (FENACRE) and reduce the
size of the long-term technical assistance team from 9 to 4 members, In .-
addition, the completion date for the loan/grant project is to be extended 18
months to September 24, 1981. The NCDS contract with RNA is to be terminated ,
~ on December 31, 1979 but will be converted to a direct AID contract and extended
to_August_ 30,~1981 : ‘

f)- EAp1oratory Research in Farm1ng System

o ~ . This project is financed under AID grant 511- 0464 dated September 30,
1976 for $500 000. The total estimated cost of the project was $690,000. The
implementing agencies for the_ proaect_were_IBTA,_the-Development-Corporatdons—

of the Beni (CODEBENI) and the Development Corporation of Northeast (CORDENO)
~The est1mated completion date was September 30, 1980. ,

The principal purpose of the project was to assist—the GOBdevelop—ap

propriate technology for small farms of the north and central 1ow1ands in the -
~-Departments-of-the Beni- and Pando. ~Grant funds were to be used to provide long- =
~ term technical assistance, commodities and training to upgrade three agr1co1tura1
research stations Jocated in Trinidad, Riberalta and Cob1Ja The stations in .
Tr1n1dad and R1bera1ta were managed by IBTA and the one in Cob1Ja by CORDENO
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The project was terminated in April 1979 because of the unscheduled
departure of the project advisor. It was decided to finance the several re-
ﬂq maining project activities from other on-going USAID projects.

: g) Agricultural Sector II

The project is financed under AID loan 511-T-059 and grant 511-0481
dated November 24, 1977. The Toan is for $11,300,000 and the grant for ‘
$2,200,000, The total estimated cost of the 10an/grant project including the
GOB contr1but1on is $19,530,000. MACA is the implementing agency for the
project. The estimated comp]et1on date is November 24, 1982,

‘The purpose of the project was to (1) increase the availability of
needed inputs to the small farmer and provide the farmers with credit to finance
the inputs (2) to develop the sector's human resources and (3) to improve

- sector management and coordination.

Loan funds were to be used mainly for:

1) The construction and equipping ofvthnee seed processing plants
- , and the upgrading of three existing facilities.

2) The construction and equipping of 3 Agricultural Service Centers.
3) Training
4) Capital of $250,000 for the MACA seed fund

5) Additional capital for the SFCP of $5,950,000 which included
-~ a special line of credit of $2,450, 000 for c1ear1ng 10,000
- ‘ hectares in the humid Chaco.
- Except for the +rainfng and SFCP components of the project progres" has
- been slower than anticipated. The project paper estimated that the eleven con-
struction activities for the project would be completed by October 1980. However,

—only—two-have-been-completed,-one-is—in-process—and-eight—have-not-been-started

as of September 30, 1979. Construction activities have been de1ayed because MACA b B

has not prompt]y obta1ned land and land t1t1es.

- Also, only 658. 5 hectares have been cleared under the land c1ear1ng
project as of- Septenber 30, 1979 versus a target of 2,687.5 hectares because of

__JJ_over1y_restr1ct1ve_sub_1oan_requ1rements__(2)_the_Jack_of harvest1nq equipment
3) delays in paying. farmers for crops sold to the GOB o1l processing plant and ‘
(4) lack of sufficient land clearing equipment. Of the 39 participants trained
under the project, 20 are in training and 19 are being processed. The USAID has

~dishursed $1,722 962 under the SECP which is $772 962 more than—planned—as—of —
September 30, 1979. The USAID has not disbursed any funds for the Revo]ving Seed
“Fund” because MACA® haS not increased its seed product1on. ) o

- Grant funds were to be used to provide technical assistance to the
project.. On May 4, 1979, MACA contracted Early California Industries Inc.

represented by Chemon1cs Inter‘natwna1 Consu1t1ng D1v1s1on of Chemon1cs Industr1es. “l S
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(Chemonics) to provide the technical assistance to the project. The contractor
was to assist MACA with (1) seed technology development (2) sectoral planning,
data management, organization and methods (3) the expansion of the SFCP program
and (4) the project to clear 10,000 hectares in the humid Chaco.

The contract period was for two years with a possible extension for a
third year. Chemonics was to provide the services of seven Tong-term advisors
(150 work-months) and up to 30 work- months of short-term advisors during the
first two years of the contract.

h)  Agribusiness and Artisanry (A3A)

The project was started on January 9, 1978 and is financed under AID
Toan 511-T-060 for $6,200,000 and AID grant 511-0472 for $400,000. The Central
Bank of Bolivia (BCB) is the implementing agency for the proaect The estimated
completion date for the project is December 31, 1982, The total estimated cost
of the loan/grant project including the GOB contribut1on is $10,470,000,

The project purpose was to establish an integrated program of loans and
technical assistance for agribusiness (which benefit small farmers) and urban
and rural artisanry through ref1ndne1ng and technical assistance funds to be ‘
managed by the BCB. . ‘ -

The refinancing fund was to consist of an initial capitalization of
$9 000,000, of which $6,000,000 was to be provided by AID Toan funds and
$3,000,000 by the GOB. These‘resoutces were to be used to refinance eligible
subncans made by the private and public banking system in Bolivia, as well as
other -non-banking financial institutions which were accepted by the BCB as - -

- Intermediate Credit Institutions (ICIs).

. The Technical Assistance Fund (FAT) was to be used to f1nance (1) tech-
nical assistance to subborrowers for preinvestment studies and subproject imple-
mentation (2) the promotion of the program (3) training of ICI personnel, and
(4) studies to identify potential projects. R ' ‘

'The;EAI;waS~to*neeeive;an;ini%4éq¥hohtribd£¥0h4bF~S4OO§OOO40veF*fouh*““”

years-and ‘also receive a portion of the interest earned on each subloan made .
under the project. The initial contribution to the FAT was to be made up of
$200,000 from the BCB and $200,000 from the AID grant. ,

As of September 30, 1979 $652,057 of subloans have been refinanced- -
versus a target of $1,275, 000_e5t1mated_qn the—proJect paper~—Factors—that—have——

sTowed the program are. (1) a 7 month GOB delay in satisfying conditions precedent -
(2) delays in project promotion (3) a lack of ICI Tiquidity caused by fear of a
devaluation of the Bolivian peso and (4) competition from FRA II funds which

offered the ICI's a h'lGhPY‘ interest - cnraar’ of two perceﬂt ‘fo}n thc safte typruf :
1oans as granted under the A&A program : :

' ' Because of the deva]uat1on of the peso in December 1979, which should
‘alleviate the 1iquidity problem, we feel this program will move funds. rapidly 1f
the interest spreads earned under the A&A and FRA II programs are equa11zed and
the prcgram 1s effect1ve1y promoted
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1) Farm Policy Study

This project is financed under AID grant 511-0485 dated March 23, 1978
for $1,115,000. MACA is the implementing agency for the project. The est1mated
comp]et1on date for the project is September 30, 1981. The total estimated cost
of the proaect including the GOB contribution is $1,583,000.

‘ The subgoal of the project is to improve Bolivia's rural sectoral
- - planning capacity through the collection and analysis of reliable base Tevel
information.

The project is to finance technical assistance to assist MACA in- the
preparation of six studies and a new sector assessment.

Since project inception in March 1978 to December 31, 1979, three surveys
have been undertaken. In addition, a 1977 survey of the Southern Valleys was to be
analyzed under this project. MACA's Statistics Division has participated actively
in data collection and tabulation but the Planning Division has not performed aty
analysis of survey results. The participation of the Planning Division in the
project is needed in order to upgrade Bolivia's agricultural sector planning
capacity. No studies have been completed as of December. 31 1979 and the project
is about 1 year behind schedule.

j) P.L. 480, Title III

_ This project in effect represents a qrant of $75,000, 000 in Tocal currency
to be generated from the sale of aqrvcu1tura1 commodities 1mported under P.L. 480
Title I. Of this total, $63,900,000 is to be used for 12 projects directly related
to agriculture. The aoreement was signed on May 31, 1978 and has an estimated
completion date of December 31, 1983, The agreement provides that if the GOB uses
the Tocal curiency sales proceeds from the commodities imported and financed under
“P.L. 480 Title I for a Food for Development Program, the debt will not have to be
repa1d as authorized under Title III of P L. 480

In order to assure that the efforts financed under the: T1t1e III program
will. be additional.to .those that Bolivia is- present]y undertaking, the-GOB agreed:

—to—establish—a—gnal to increase the public sector investment ‘budget by 100 percent
for the f1ve year. per1od 1978- 1982 compared to the 1973-1977 period.

- Many of the Title III prOJects comp1ement and ex:iand other AID grant
‘Joan projects and are to be used as GOB counterpart contr1but10ns for new AID
projects. :

As of September 30, 1979 $3,965, 727 has been disbursed to T1t1e III
SprrOJECLS compared to proaected d1sbursements of 39, 000 000

) uctive tredit Guaranty Vroaram \PLhP)

| " On July 21, 1978 the USAID entered into a Productwve Cred1t Gtaranty ,
Program under. proaect 511-0486 with the Central Bank of Bolivia (BCB). The
est1mated comp1et1on date of thc program is December 31, 1987. S :

,‘;ﬁézn:MWﬁweﬂ
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The principal objective of the PCGP program is to provide institutional
credit to persons or groups who presently lack access to such credit because they .
possess insufficient collateral to meet the normal requirements of the lending
institutions. A guaranty fund (PCGP Fund) was to be established in the BCB for .
the purpose of guarantying 75 percent of eligible loans made by private financial

institutions under the PCGP program in Bolivia. The PCGP Fund was to be capitalized

with a guaranty commission paid on each loan made under the system, and will be
supported with up to $2.5 million in AID guaranty authority and up to $1.25 million
from the BCB. Funds for lending under the guaranty program will come from the

k-

resources of the participating lending institutions or from established refinancing _

‘Tines of credit administered by the BCB.

The loans to be guaranteed under the PCGP program are for agriculture,
agribusiness, artisanry, rural housing and community development projects.

This program has guaranteed Toans at a slighter faster rate than
projected. As of September 30, 1979, the program had guaranteed loans for a total
of $895,385 versus a target of $500 OOO

2. Active PrOJects Part1a11y Related to Agr1cu1ture

a) Rural Access Roads I and II

Rural Access Roads I project is financed under AID loan 511-T-055 dated

September 20, 1976 for a total of $15,570,000.

Rural Access Roads II project is f1nanced 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 total project cost for Rura1 Roads I is $15,570,000 and thé cost

“‘for Rural Roads II is $23,100,000. The estimated conp]etwon date for Rural Roads

I is December 6, 1980 and the date for Rural Roads II is August 32, 1983. The

implementing agency for both prejects is the Nationa]'Road Servica (SNC).

The -purpose of both projects is to (1) improve access to the small farm .

 §§5£0? by tpgrading 2,200 kiTometers of local roads to all veather standards
(1,200 kilomaters under Rural-Roads ‘I and 1,000 kilemeters under Rural Roads II)

and (2) expand and improve the capacity of SNC and part1r1nat1ng institutions
to carry out a rural road program. At end of both projects, it is axpected that
52,000 small farm families will be benefited by 1mnruved access to input and

"'product markets.

The Rural PRoads I. project is to focus its activities in the Departnenfs' 
of La Paz, Cochabamba, Chuquisaca and Santa Cruz and the Rural Roads II prOJect

dn Chuqu1saca, Potosi and Tarija.

SNC is.to help to. upgrade the . roads W1th 1oan- f1nanced -equipment -and: -

‘materials and the local communities are to contribute labor. The Departmental
Development Corporations (DDCs) are to be responsible for the feasibility analysis

of road. subprojects and the organization of community labor under the Rural Roads

II project. The MNational Community Development Service (NCDS),}a]so has this
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responsibility under the Rural Roads I project.

‘As of September 30, 1979, only the equivalent of 115 kilometers of roads
were completed versus a target of 687 kilometers under the Rural Access Roads I
project. No disbursements have been made under the Rural Access Roads II project
‘because the conditions precedent were recently satisfied on May 11, 1979.

b) Village Develonment

- The project is financed under loan 511-T-062 and grant 511-0499 dated
August 23, 1978. The loan is for a total of $15,300,000 and the grant for
$300,000.‘ The estimated cost of the loan/grant proaect 1nc1ud1ng the GOB contri=-
bution is $23,560,000. The estimated comp1et1on date is August 23, 1983. The
National Commun1ty Deve1opment Service (NCDS) is the implementing agency for the
project.

The purpose of the project is (a) to assist the GOB in the development
and execution of about 1,225 rural economic and social infrastructure projects
- through community action, (b) to promote the permanent initiative of rural
- communities to maintain, through adequate organization, completed projects and

to execute self-help projects, and (c) to strengthen the promotion capability
of NCDS. ‘ ‘

~ Economic infrastructure proaects are to consist of roads, bridges. small
irrigation systems and river or erosion defenses. Social 1nfrastructure projects
are to consist of schools, health posts, potable water systems and latrines.

" Loan funds are to be used mainly to cover the cost of the infrastructure

projects. The communities are to provide at least 40 percent of the total sub-
project cost in labor, materials or cash. ,

As of September 30, 1979, $1,013,520 has been d1sbursed under the Toan
“and $65 744 under the grant. - , .

‘c) Departmenta1 Corporat1ons '

Th1s proaert is financed under AID xoans 511 -T- 060 and 511 N-065 dated

September 20, 1979 for a total of $10,000,000, The total estimated cost of the o

prOJect 1nc1ud1ng the GOB contribution is $13,500,000. The estimated completion
date is September 20, 1984. The nine. Departmenta1 Development Corporat1ons (DDCs)

are to be 1mp1ement1ng ¢gencies for the project under the overa]] superv1s1on of =

the Ministry of Planning and Coord1nat1on (”PC)

. The goal of th1s progect is to 1mprove the standard of 11v1ng of the
rural and urban poor (target group). The purpose of the project is to enhance
-the outreach capability of the DDCs to.identify and implement subprOJects wh.ch

Nl

 ‘w111 be of d1rect benef1t to target group commun1t1es. ‘

: Loan funds are to be used to cover the cost of subprogects for agr1-
cultural development, storage facilities, agroindustry, water resources/water
control, land improvement, marketing facilities, potable water systems, re-
forestation, rural electrification and urban development. . .
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At the end of the project it is estimated that 35 to 50 subprojects are
to be completed.

Technical assistance to help the DDCs improve their capability to
implement subprojects is mainly to be provided under the !ISAID's Rural Development
Planning project financed under AID grant 511-0471.

3. Proposed Projects Directly Related to Agrﬁcu]turé'for FY 1980
a) Agricultural Credit (511-0538)

The proposed project consists of a loan of $15,000,000 and a grant of =
$2,000,000 for FY 1980. The executing agencies for the GOB are to be the
Agr1cu1tura1 Bank of Bolivia (BAB), the Mational Federation of Credit Unions
(FENACRE) and La Merced Multipurpose Cooperative. The project is estimated to
have a 4 year implementation period.

The goal of the project is to increase the net income and standard of
Tiving of small farmers and the rural poor of Bolivia. The purpose of the project _
is to strengthen the capacity of Bolivia's public and private sector institutions
to meet a Targe and rapidly expanding small farm sector demand for credit. ‘

The project is to channel $14,100,000 in agricultural credit to the
BAB, $10,450,000 of which will be ava11ab1e tor expansion and reinforcement of
its Sma11 Farmer Credit Program (SFCP)., Of the remaining funds, the BAB is to. ]
subloan $3,000,000 to FENACRE, which in turn wiil make these funds available to -
its member credit unions for small farm lending. The La Merced cooperative is to
receive $650,000 in loan capital during years three and four of the project from
the BAB for 1ts campesinc credit program. - -

: The project is to provide $2,000,000 in grant- funded 1onc-term techn1ca1
ass1stance to help strengthen the adm1n1strat1ve structures and credit management
capabilitias of the BAB and FENACRE ~

The 10an and grant agreement. for this. progect were. s1gned on January 9

S ‘ ‘ . .-
- b) ‘ImProvement of Agri¢u1tura1 Extéhsion’(511 0502) B o

~ This proposed project cons1sts of a 1oan for $5 000 000 and a grant for -
~ $2,000,000 for FY 1980. o

: The purpose-of the project is to 1nprove and expand .the flow of com= ;
munication of appropriate technology to small farmers, and to ensure that the _

~ problems of the sma11 farmers are properly understood and researched.

. jn1ca1 advice to farmers. Assuming that each extensionist can work with 50 farmers -

IBTA and CIAT currently have about 100 extensionists that provide_ tech- ;w

o only ahout 5,000 out of the est1mated 530,000 smail farmers can be reached by the -
extension serV1ce. . v
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This project proposes a new, low cost small farmer technology communica-
tions system. The first element is to be the employment of trained farmer para-
~ technicians, who, working under the supervision of an expanded extension staff,
will perform almost all direct contracts with farmers. The second element will
be the introduction of modern audio-visual equipment and techniques including the
"use of mass media, and the development of appropriate extension messages.

The project contemplates the expansion of IBTA's extension staff to
400 agronomists and the training of 2,000 farmer para-technicians. The exten-
sionists are to supervise the para-technicians who will work directly with the
farmers. It is estimated that the para-technicians will be able to effectively
reach 100,000 small farmers.

c) Agricultural Development in Coca Zones (511-0500)

The proposed project consists of a loan of $3 500,000 and a grant of
$500 000 for FY 1280. The purpose of the project is to 1mp1ement agr1cu1tura1
market1ng, production and agro- 1ndustry activities which will allow farmers in
coca growing zones to maintain or improve present income levels when coca
production is reduced to legal in-country consumption levels.

The target group is to consist of 70,000 sma11 farm families and residents
of the small towns of the Yungas and Chapare zones.

d) Small Farmers Organization II (511-0489)

The proposed project,consists of a grant of $3,800,000 for FY 1980.
The purpose of the project is to provide technical assistance (1) to expand the
- number of integral cooperatives started under Small Farmers Organization project
I (see page 58) from 4 to 16 and (2) to assist in the development of a national
cooperat1ve organ1zat1on. : '
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LISTING OF RECOMMENDATIONS

Recommendation No. 1 - Page 8

The AA/LAC should consider not authorizing
any new agricultural projects for USAID/Bolivia
until the GOB provides adequate budgetary
support to its public agencies to ensure that
AID-financed assistance is being used effect-
ively under existing agricultural projects.

Recommendation No. 2 - Page 10

USAID/Bolivia should (1) urge the GOB to
adopt pricing policies as required by section
5.05 of AID Loans 511-T-052 and 053 and (2)
assist the GOB in price policy analysis.

Recommendation No. 3 ~ Page 12

USAID/Bolivia should take action o try
to implement the reccmmendations of the IFDC

study.

Recommendation No. 4 - Page 14

o Recommendation No. 5 - Page 16

USAID/Bolivia should work with MACA,
the BAB and the BCB to help them develop =
plans to increase the demand for certified
seed so AID-financed production capacity
is effectively used.

 USAID/Bolivia should ensure that IBTA -

~.-develops a strategy to resolve the opera-

tional problems of its soil testing labora-

~tories in order to effectively used AID-

financed soil testing equipment and meet the

needs of a more modern agricultural sector.

‘Récommendation No. 6 - Page 20

~USATD/BoTivia should éncouragé (1)

-..MACA,-.IBTA -and-CIAT -to-increase the-— -

salaries of its professional employees to
levels that are competitive with other
public agencies and (2) MACA, IBTA, NCDS
and the BAB to establish a policy of

~_providing _salary increases. to.returned .. . .. ool
- participants with advanced degrees..

=BT =
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Recommendation No. 7 - Page 21

USAID/Bolivia should request MACA to
file a claim against the returned partici-
pant who resigned from his job prior to
complying with the employment terms of his
scholarship contract.

Recommendation No. 8 - Page 25

USAID/Bolivia should ensure that MACA
files claims for the Entomological labora-
tory supplies and the two printing calcula-
tors totaling $7,473.85

Recommendation No. 9 - Page 26

USAID/Bolivia should obtain a refund

from INC of 54,889.67 for insurance proceeds

recovered but not used to replace the.lost
pipe. '

Recommendation No. 10 - Page 26

USAID/Bolivia should require IBTA to
promptly deliver commodities financed under
the Exploratory Research project to the
proaect sites. v

‘Recommendat(on No. 11 - Page 27

-~ USAID/Bolivia should (l) try to get

~IBTA to establish an economic. staff to

provide_a_counterpart_for: the Farm Manage- -~

‘ment Economist and, if not successful, (2)

ensure that MACA amends the CID contract

(511<101) to either delete the position of
Farm Management Economist or revise the job
description so CID can meet its cnuntratua]

i ob]1qat1ons

Recommendat1on No. 12 - Page 28

‘USAID/Bolivia should (1) try to get

MACA to provide a qualified counterpart

~=-for-the-Sectorial- P]ann1ng ‘Advisor-and, s

if not successfui, (2) ensure that MACA

~amends the contract (511-111) to revise

the job description of the advisor so
Chemon1us can meet its COHtYuCtUo] ‘

-~ 68 - .. .
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Recommendation No. 13 - Page 28

USAID/Bolivia, in coordination
with MACA's Planning Division, should
develop a work plan which will identi-
fy MACA counterparts and their respon-
sibilities in performing activities
under the Farm Study Policy prOJect
(511-0485).

Recommendation No. 14 - Page 31

USAID/Bolivia should promptly
contract the services of an advisor
for the A&A project.

Recommendation No. 15 - Page 32

USAID/Bolivia should obtain from INC
revised cost estimates and a funding plan
to recover the deficit in construction of
the two roads.

Recommendation No. 16 - Page 33.

USAID/Bolivia should ensure that INC
allocates sufficient funds to adequately
maintain and operate project equipment.

Becommendatfon No. 17 - Page 34

USAID/Bolivia should require MACA to

(1) promptly prepare an invitation of pro--
posals to contract the services of a
.consultant. for the design of facilities- - - -

—where MACA has Tand with valid titles and
(2) obtain land and valid titles for the -
rema1n1ng prOJects v

Recommendation No. 18 - Page 36

USATD/BoTivia—shouTd-work-With-MACA

- to develop a plan to supervise AID- f1nanced
construct1on proaects ‘ ‘

—Recommendation No- 19 =—Page 38

USAID/Bolivia should establish
procedures which provide for the prepara-
~ tion if 1nspect10n schedules for construc-
- tion projects using personnel from var1ous
‘ USAID off1ces e -
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Recommendation No. 20 - Page 41

USAID/Bolivia should establish
standard indicators to measure the
achievement of the sectoral goal.

Recommendation No. 21 - Page 43

USAID/Bolivia should (1) obtain
current implementation plans from the
GOB for the six projects with outdated
plans, (2) establidh a planning control
system to monitor GOB compliance with
the submission of annual plans.

Recommendation No. 22 - Page 45

USAID/Bolivia should ensure that
project records maintained by INC are
audited, updated, adequately supported,
maintained in accordance with project
cost categories, and only include charges
related to the project.

Recommendation No. 23 - Page 45

USAID/Bolivia should obtain evidence
from the Central Bank of Bolivia that .
adequate procedures are being implemented
to regularly reconcile its accounts with .
the Intermediate Credit Institutions under
- AID-financed credit programs.




LIST QF REPORT RECIPIENTS

. AAG/LA Bolivia Residency - - .

Deputy Administrator, AID/W 1
Assistant Administrator - Bureau for Latin America and
the Caribbean (LAC), AID/W 5
Assistant Administrator, Office of Legislative Affairs (LEG), AID/W 1
Controller, Office of Financial Management (OFM), AID/W 1
Mission Director, USAID/Bolivia 5
Country Officer, ARA/AND/B, AID/W 1
General Counsel, GC, AID/W 1 1
Director, LAC/DP/PO, AID/W 3
Director, OPA, AID/W 1
DS/DIU/DI, AID/W 4
Auditor General, AID/W 1
AAG/AFRICA (West), AID/W 1
'AAG/AFRICA (East), Nairobi, Kenya 1
MAG/E, Cairo, Eqvpt 1
ARG/EA, Manila, Phillipines 1.
AAG/NE, Karachi, Pakistan 1
MG, ADDM 1
AG/EMS/CSR, AID/W 12
~—RG/PPP, IO 1
AG/11S, AID/M | 1
TTC/TTS/Panama - 1
e i, .
DS/AGR, ATD/M 1
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