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Government sought to cxmand thc economy through hydrocarbon and
mineral develooment. The aagricultural sector rececived only little
support, and minimum efforts werc exmended to develop the produc-
tive potentinl and exmort nossibilitics or to deal with rural vov-
erty. The volitical framework was, and still is, unfavorable for
ranid agricultural dcvclonment, one of the main weaknesses being
Government ‘s nrice molicy, which kceps food nrices artificially low
to benefit short-term intercsts of the urban consumers and the
miners. In addition, the overvalucd oxchanege rate and the present
tariff system distorts the input/output nricing nroccss.

1.1% Sinece the late 19503, the Government has imposed price con-
trols over most ngricultural vroducts in response to strong polit-
fenl nressure from t'e urban wonulation and powerful labor unions,
strivine to improve the standard of living of their members. Con-
trolled priccs were normally below the real market pricec and neaa-
tively affucted farmers’' inecentives to inerensc output and invest-
ments.  Adoption of new technologics and applicttion of modern
inputs were imnnired, oroductivits stagnated, and the price difter-
entinl betwecen Bolivin and neighborine countrics encouraged congider-
able smugpeline, Ag a result, the supply of agricultural products
dropped And cven cxaccrbated the difference between admini stered
prices and renl market prices. This trend was reversed to some Ox-

tent in 1974 when the Government partially relaxced its price controls
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on some commodities allowing prices to move toward their comparable
world market levels, Prices of commoditics produced in the Tow-
lands improved more than thosc produced in the Altiplano and Valles.
1.16 Bolivia's currency is overvalued, thus increasing fond im-
ports and limiting agricultural exnorts. In 1972, the Government
set the cxchange rate of USF1 to $h. 20, wherc it remains, cven
though wprices in Rolivia have incrcased faster than thosc of its
major trading partners. Another factor disturbing market forces

is the tariff and subsidy system. Dxport taxes are one of the most
important revenuc sources for the Government and arc therefore hish,
while import tariffs increasc the vprices of most agricultural innuts.
In addition, the “overnment, by nrovidine pricc subsidics, hag lim-
ited exports of certain commoditics, including suzar and coffee,

and nromotcd imports of wheat flour, lard, cdible versetable oils

and dairy nroducts.

1.17 In the last few ycars, however, Government authoritics have
recognized the immortance of the scetor and have sought to stimulate
agricultural production. The national development plan for 1976

to 1980 emphasizes food production incrensing cxports, and rcduction
of rural poverty. 8o far, however, the Govcrnment has failed to
transform its ovcrall development objcetives into a conducive volicy
framework with a detailed scctor stratemy. While increased attention
is given to implementing apricultu 21 nrojcets with external asstst-

ance, the Governmeut has donc little to amend pertincent policies
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releting to agriculture which are in fact necessary nrerequisites
to success of the nroject.

1.18 Interest ratcs for agricultural credit vary from 10 to 187,
Commercial banks levy uo to 187 on loans to farmers. Middlemen
charge up to 107 per month for short-term credit. The Governwent's
policy on intcrest on agricultural loans calls for 129 in all agri-
cultural devclooment projects and doces not differertiate between
sizes of farm oncrations.

Prescnt Government Policy

1.19 The 197(-80 develorment plan established the following ob-
jectives for the agricultural sector: incressc the domestic sunply
of consumables and primary products: increase and diversify exports
of agricultural nroducts by increasing the nroductivity of cxisting
cultivated lands nnd by .openin~< new Jands into production; improve
ment of marketing circuits 5o 25 to reduce costs and increasc re-
turns to the voroducer: increase participation of rural population

in economic and social ectivitics throush vrograms of integrated
rural) devclopment,

1.20 These objectives arc to be achicved through the 'ollowing:
the npromotion of interrated rurnl develorment vrojects in selected
areas with the view of optimizing the use of regources nnd achiceving
a better balanee hetween nroduction nnd internal and external demands

fnstitutional recoreanization for better sunporting the development
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process; organization of input distribution and output marketing

to reduce excessive profiteering by interredimries: price vpolicies,
based upon production costs and levels of productivity, which will
stimulate development in the agriculturce sector while avoiding sub-
sidizing inefficiency; 8dontion of mechanisms for extending credit
in support of prioritics of the plan; adopntion of fiscal measures
for encourasing agricultural cfforts.

1.21 Lacking a global definition of agricultural volicies, these
are dcfined in an ad-hoc fashion by certain more or less isolated
interventions, c.g., the Agrarian Reform and encourtgoement of ponu-
lation mirsration from the densely scttled Altinlano to the undermopu-
lated Oricnte arca, nrice fixing decrces afteeting consumer prices
and to a legscr extent wroducer prices; operation of cercedit institu-
tion with specinl consideration «<iveu to cneouraging cxports (cotton
and coffec) on the one hand and imnort substitution (milk and fruits
nn the other. While certnin of these interventions tive had and
continue to have a favorable impuet. on develovment, others have been
neutral or have hnd a nepative ianact, While the Arrarian Reform
and stimulus to coloizotion hnve encournped nroduction by the small
nroducer, the oncrationnl credit institution lendine, chicfly

to a larger producer, hns failed to nrovide the supnort needed by the
small farmer. Price fixing has tended to favor the consumer over

the producer,
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C. Main Development Constraints

1.22 The Governmenv 's agricultural development strategy has to
overeome a number of coanstraining factors. Problems cxist in the
nroduction system aud in the social organization of the s .ctor as
well as in its marketing system and in institutional services. The
main development issues arc the imbhalances hetween natursl resources
and the distribution of Bolivia’'s nonulation, the low level of re-
source exnloitation, the nmrevalence of the extended subsistence econ-
omy and poverty, the lack of gupnortine services, and inedequate
marketing svstems.

Resource Imbalance

1.23 The m2'n develonment constraint ‘n Ral’'via's agricultural
sector is the imbalance between its natural resources and the dis-
tribution of its rural nopulation, While most of the country's
peasants are ovcrcrowded in the Altivlano and the Valles, vast
areas in the Oriente, with its fertile soils and o fuvorable cli-
mAte, remain spmarscly populnted. The Altinlano, which accounts
for about 427 of the rural nonulation, compriscs only 28% of the
country's c¢oltivated land and contributes only 12 to the agricul-
tural GDP. Iigh altitude (11,700 to 11,000 feet), 2 cold, dry,
harsh climate, and low soil fertility make sneoriculturc risky and
less nroductive that the Lowlands, Likewise, the Yungns and Valles

also have about 27 of the rurnl ponulation, comrisc 387 of Bolivia'g
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cultivated land, and contribute some 34Y to the agricultural GDP.
The Lowlands, comprising about 3%, of the cultivated land, account
for only about 167 o1' Bolivia'g rural nopulation and contribute

some L& to the agricultural GDP, Its natural resources are largely
untouched, with only o small part of the total arca suitable for
cultivation actually in use. In thc Beni, livestock pwoduction
could bc inerensed substoantially and the area around OSanta Crugz
could he develoncd for rain-fed apriculture. With irrigation,
Bolivia's Chaco reminn could be developed for asriculturc. With

the develonment of these areas, BRolivia could become scli-sufficient
in most apgricultural commodities and could exnort relatively large
surpluses,

Inadcquate Resource Exploitation

1.2k On most farms throuzhout Rolivia, 1and use intensities and
nroductivity arc low and could be substantially increased, nartic-
ularly in the Altinlano. There, agriculture is still based on tra-
ditional methods; practically no fertilizer nor araded or certified
geeds of improved varietics arc used and madern farm machinery is
almost non-cxistent. Althourh naturnl regources nre limited if come
pared to the Lowlands, there 's s5till seope for improvements.,  In-
creases in yiclds have been nchicved in arens that receeived ndequate
levels of technienl ngsistance and eredit and constitute examilcs

of nossible development. In the Valles there are relntively lnrece










































TABLE 1

5

STATISTICAL SUMMARY OF COLONIZATION IN BOLIVIA

1,977

SIZE OF CONCESSION

AREAS OF OOLONIZATION TYPE No. OF FAMILIES POPULATION
(Hectares)
Alto Seni Region
Caranavi Spontaneous 14,372 144,707 57,480
Alto Beni Gov. Directed 4,565 - 66,032 18,262
Chapare Region
Chapare Spontaneous 7,812 122,051 31,266
Chimore Gov. Directed 1,816 - 6,120 7,224
€anta Cruz Region
Yapacani Spontaneous 2,518 79,580 12,076
Yapacani Gov. Directed 1,986 99,300 7,944
Buen Retiro Gov. Directed 794 39,700 3,176
3an Pedro - Chane Semi~-directed 8,887 268,690 35,548
Cotoca Gov. Directed 53 7,650 212
Robore Spontaneous 2,369 84,950 10,216
Cordillera Spontaneous 2,689 140,850 10,516
San Julian Semi-~-directed 581 29,059 2,324
Mennonites Foreign 339 44,838 2,954
Ckinawans Foreign 714 81,872 4,714
Japanese Foreign 371 35,288 1,451
Other Regions
Casarabe-5an Borja Spontaneous 860 13,940 3,440
Taraji Spontaneous 674 13,480 2,696
Uncontrolled Areas Spontaneous 11,000 110,000 40,000
TOTALS 62,000 1,418,108 230,105
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II. TUE FROJECT AREN

I.. Physical Features

2.C1 The area of the proposed project lies between
tha Ric Crande on the west and the San Julian River on the
cast. The railroad joining Santa Cruz with the Brazilian
frorntier marks the southern limits. Treopical rain forest
some 180 ims. tc the north of the railroad marks the

northern bcundary.

2.02 Tre project arc: ccnsiste of two discrete parcels,
cne which ic settled (scttlemant becgan in about 1979 and
will be complcted in 1233) and a zecond parcel which is to
be scttled as soon as minimal road infras*+vucturc i

providcd, approximatcly 1363 to 1637,

2.03 The firct arca =of dircct impact cf thce project
Xnown as San Julian Hortil consistis of some 2,500 km? to

the north of vhe Pucrts, 3ancgas San Rumoer road (cum-

monly rcfrred to as the German Road). The scttlement

area cxtende 100 km. soutl? te north and 15 t2 25 km. cast

tc west. The arca is traverced in part by the Pto. Bancgas-

San hamon road at the south crd and by an all-weather road
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(still under construction but due to be completed in 1980)
running north-wvesterly from the Pto. Banegas ~ San Ramon
rocad. Thisc area is approximately 75. percent settled.

Vhen settlement iz completed some 2,400 families will have
been settled, cach on 50 hectare plots, nrganized into 60
village centers. Some farm units, settled spontaneously,
are interspersed with and/or lie along the organized

scttled arca, will also be influenced by the project. Like-
wisc; adjacent lande on either side - between the colonized
area and the San Julian river on the east - ranging in width
from 15 to 30 m., which may Le opened to colonization by
extension of lateral access roads, wculd alsc Lenefit from

the prcject.

2,04 Taking intc account the potential continuing
settlement in the area, some spontancous settlement and
existing private farms and ranches, it is estimated that
by 19392 there will ke some 3,000 colonists on 50 hectare
I1lots, 200 scttlements of plots ranging from 50 tou 500
hectares and 160 with more than 500 hectare heoldings, ap-

pProximately.

2.05 I.ccess to the project arca 1s seriocusly restricted

by the Rio Grande over which there is no bridge. Without
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a bridge to service the project its successful implementa-

tion would not be economically in feasihle.

2.06 The ecology of this arcea changes in a south--to-
north direction of from that of a relatively dry, subtropic-
al setting with a relativecly low forest consisting prin-
cipally cf lew-growing leguminous species at the southern
end tc a higli, humid, tropical forest at the northern end,
Annual rainfall ranges from approximately 290 mm. at the
southern end to 1,300 mm. at the northern end. Most of
the rainfall (70 to 80 percent) comes during the summer
mcnths, Wovemiser through April. Winter rains occur, being
more common and heavier in the northern parts. June, July
and hugust are the driest months. Gcils are aluvial
depogits mnstly of Class I and II (U.S. Comprchensive

Classification System).

2.07 Thc average mean monthly temperaturc at the Gene-
ral Saavedra Experiment Station which is parallel to the
project arca ic 18.€°C in July and 25.4°C in January.

While the area is usually frost-frec, an occasional frost
increases the rigk factcr in producing purely tropical

crcps south of Nuclec 38 (ANNEX 3).



2.908 Rice and maize are tlhie principal crops prcducted
in the area. & wide variety ~f fruits and vegctalbles are
also produccd, mostly for local zonsumption. 9nly limited
livestuek enterprizes have developed so far. The area
appears to he suited for a wider range of commercial crope,
e.g. snybeans, suvgar cane, cotton, perhaps also wheat; a
wide range of livestock enterprices:; as well as tropical
and subtropical fruit and vegetable. Limited infrastruc-
ture and limit~d demonstrated production technelogy and
systems have limited prcductinn to the Rasic sul:eistance

crops utilizing a slach and burn technclngy.

2,09 The seccnd project arca (San Julian South) extends
southward from the Ptc. Banega: - St. Ramon road parallel

tc the Rio Grande toward tha Santa Cruz -~ Corumba (Brazil)
railroad. This ~rea ic lergely unscttled and deveid of

roads except for limited trails.

2.10 The cculegical setting is similar te the southern-
most reachce “f the San Julian North area, with precipita-
tion decreasing in the southerly direction. The vegetation
grades increasingly toward a low forest dominated by legu-

rinous species (mesquitc). 7PMnaual precipitation ranges
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from 90C - 1000 mm. in the north tc 800 - 900 in the socuthern
most parts. Most of the rainfall occurs during the summer

months, November to March. Winter rains are very limited.

2.11 The area is similar to extensive arcas lying on
the western side <f the Ric Grande which are necw cultivated
in cotton, sugar cane, maize ccrn and, more recently,
scybecans. The arez is apparently suited to these creops as
well asg othere such as peanuts; cascava, wieat and wide

variety of fruits, vegetables and livestock.

B. Population Characteristics

2.12 The project area known as San Julian North is
presently populated by approxime :ely 1800 Families of
predominantly Quechna and Aymera cethnic groups. -“Mestizos®
and Lowlanders make up a small but significan porcentage
cf the population. The area known as San Julian South is
uninhabited, althcugh it will likely be settled by peaple

with socio-cultural backgrounds similar tc those in San

Julian North.

2.13 Typically, ynung mcn ceme from the Highlands ard

Upper Valles as migrant laborers cn the larger commercial
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farms in the Santa Cruz - Montero area, where they learn

of the colonization program.

2,14 Typically the settlers are young with small young
families. Surveys indicee that all of the adult males

and 37% of the females speak Spanish. .ymara and Quechua
are the languages of the homes. 50% of the populaticn over
five years <ld appraise themselves as heing literate in

Spanish.

2.15 It is difficult to assess the per capita income
nf the group at the present, due to the lost or deferred
income returned in resettlement. They leave a oopulation
whose per capita annual income is less thar €106. The
first year of scttlement they rcalize little or no income.
Following the first ycar, due to the limited irea of land
that they can cultivate, and due to the remotencess of
marketa, their income is largely in the form of subsistance
food crops. Ns time passes and they hecome better adapted
they increase cash crop production as they are able, parti-

cularly rice and maizc.

2.16 The settlers would be classified as “ecarly

adopters”, as demonstrated by their decision to break ties
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settlcment land, merely by outside jpcrsons nresenting ap-
parcntly valid deeds of title and demanding jiccsesion.

(2) It is nct clear that any of the colonists, some settlad
as long as ten jears, have rzceived dceds of title to the
parcels they occupy.

(3) There hag not Lecen a Jdetailed land usc rotentials
survey of th: area hence there arc cases of settlers re-
ceiving 'lots, part of which are not entirely arabhle due
to marshlan?, vhich constitutes 21 cocial inccuity in land
distributicn.

(1) Thc green belts have rnot bHeen assigned. The settlers
feel that the green belts should be assigned to them. In
the mecantime, thesc areas, totaling 25,170 hectarecs, are

Deing indiscriminately exploited of their Setter timber.

Utilization

2.1% Tyj-ically the scttler clears one hectare a year
by slach-and~burn ant abandon it to second--gruwth bush

tho fourth year.

M this rate he Yeeps 3 hectarces under cultivation while
continuing tou clcar the forest. This amounts teo inofficiont
une of his labor in clearing and excossive warcte of tho

foroct that he folls.
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D. Marketing

2.29 Settlers commence subsistance farming upon arrival
and market surpluses as they occur. Surpluses increase as
the years of accumulated resources and experience increase.
The prcject arca is extremely issolated, due first to its
location near the center of the continent. Secsondly, it is
critically isolated to the east of Rio Grandec, over which
there is no accesible brildge. The river is crossed only
with difficulty for the duration of the long intensive rainy
reascen (three months). It ic estimated that the cosat of
transpcrting agricultural commodities across the river
equals at least 20% of their market value. Scttlement of
the fFroject arca would not be cconomically feasible with-
out a bridge accross the Ric Grande which provides the
settlers rcady access to Bolivian and export markets. With
guch access, along with technical assistance, settlers

could bce expected to rcadily adopt cooperative marketing

programs which would be relatively officient.

F. Instituticnal Supnort

INC

2.21
Tho National Institute for Colonization (INC) was established

in 1265 ac the Instituto do Colonizaci®n de Dosarrolls de
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Comunidades Rurales. This institution was charged with
research, planning, crganization and evaluation of the
national plans for colonization and rural community deve-
lopment. 1In 1962, The Divisidén of Rural Community Develop-
ment was separated from the organization, leaving the INC
as a scparate institution under the Minister of Agriculture
and as a decentralized entity with autonomy with respect

to crganization, administration and finances. 1In 1973, the
INC was given exclusive jurisdiction over the colonization
of certain lands know as Zone E which includcd most of the

area opcned to colonization at that time.

2,22
The principal function of the INC werc defined as follows:

determine and apply policies governing colonization; provide
a coordination function for “ringing to bear the cfforts

of other state institutions in support of colonization
efforts; detcrmine if projects developed for colonization
conform to national objectivcs and national plans for rural
development; promote inter-institutional arrangements for
support of cclonization; define means of financing coloni-
zation programs; study mcans of restructuring spontancous
colonizaticn; plan and supcervisc colonization programs,
doterminc arcas to be colunized; oricnt the now scttlors;

and grant titlas to proporty to scttlers.
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The INC structure is regionally decentralized with four
zonal cffices within each of which are scparate action units.

The lattcr usually refer to individual projects.

Wwithin the INC there has bheen a large nrcliferation of
departments - there are 12 departments -~ manv ¢f which over-
lap in functions thecsc of othor irstituticons. Clear dofini-
tion of objectives, division of respensikility and defini-
tion of programs are frequently lacting. The llanning de-
rartmont has made little progress in defining leng term
kplans. Chort term plans are Jeveln:;ed op a ycear-to-ycar

basis with no guidanc: from lcngcr term »lanning.

2.23
The personnel of tko INC arz he~vilyv concentrated in the

officc in La Paz ~ 33% of all pcrmancent cmployces. Of the
372 employeas in 1778 only 50 were classed at the profaes-
sional level. In the San Julian colonization projcct there
wera 111 emploayees with unly somz 15 at thc professional

level.
2.2h
lluch of the forcgoing proklems are traccable to failure

to promulgatc ctatutes defining and limiting the basic atri-
bution of the institution. 7. global study of the organiza-

tion and rcsponsibilitics of the MACA which is currently in
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progress, may clarify the position of the INC. defining its

rcles and responsibilities.

2,25
CIAT

El Centro dc Investigacién Agricola Tropical (CIAT) has

the principal responsibility for publicly assisted agricul-
tural decvelopnent in 3anta Cruz Dopartment, which includes
the projoct site. CIAT is an instrument of "inistry of
Campasinn Affairs and Agricultur: (F\CA). 1Its principal
support comcs from the National hudget through *AC. and
from the CODECRUZ (The Derartmental Development Ccrperation).
It receives minimal suppert from the Gabriecl 2ené Moreno
University, Santa Cruz, and thn Chambher of Tariculturc of
the Oricnt; Santa Cruz. CIAY op.ratcs a regional experi-~
ment station at Saavedras in an ccelogical zono similar to

the project site.

2,26
In addition to a minimal Bclivian staff, this activity is

suppcrted by arca scientists provided by the United Kingdom
Ovarscas Development liission, investigating coils, cotton
production,. livestock and asturce, two scicntints provided
by AID (agronomy and entomology) and two scientists
provided "y thc Republic of Chinn, invastigating oil plants

ond pincapple producticn.
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D recont arpraisal of CIAT's rescarch program found it to

be short of operating funds in terms of the work that 1t
“should e’ doing. The appraisal aic~ noted that while
imprrssive results had been oachieved in identifying cenviron-
mentally adapted, high-yiclding crop varicties, and in toest-
ing weed control tuchnolcgy, little had been done tc improve

the cfficicnecy of farming systems.
2,27
The cxtension clement of CINT, headquarters in Santa Cruz,

cffectively consists of seven extension field agencices.
Sincc it 15 considered that thev are alrcady josted too
sparscly tc adequately service their current clientel, the
propostd project could expect ne extension assistance from
CIAT withcut providing it funds to omploy and sunport ad-

ditional pcrsonncl.

B2

2,08
Tho Ngricultural Bank of Bolivia (BAl), which was ustablishcd

with U.5. financial and tcchnical assistance (n the 1930'n

is the principal gource of agricultural credit fn e country.

2,0
BAB has buen a major principlu in thu devoiopmont of thoe

commorcial agricultural suctor of Santa Cruz Dopartmont


http:aluquat.ly
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which was a reflection of the country's lcng-range develop-

ment strategy adopted in 1210 (The Dohen Report).

“Small farmer" loans make up only atout 5% of the Bank's
portfolis. This is due largely to the follewinag circumcs-
tances:
1. The strategy to mechanize the Santa Cruz Plain was
successful, developing clients with rapidly expand-

ing credit necceds.

2. Loan projects to improve ranching in Santa Cruz
and in the Beni greatly cxpanded the Bank's ro-
sourcce along with incrcecasing t'«< percentage of
1te pertfolic in large-scale loans.  These rrojects
nave tended te command the services of the Bank's

must annle perconnel.

3. The Bank has rr:intained a 12% interest rate to all
clicntn, shich has not been cnough to create and
rervice small-farmer pertfolio on a break-even

hasir.

4. Thc Gevernment and its cupportors from the outside
have not beon consistont in their quest for financial

support to nrall-seale farmers.
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Recent appraisals indicate that BAB is currently in a weak
financial position, due to delincuences or defaults on a
number of large-scale agricultural,psey agribusiness loans,
inflation, and the Bank's inability to raise loan capital
from the economy it suprcrts. Intensive “studies” of the

Bank's situation are in progress.

SNC

2,30
The National Recad Service (SNC) has bcen developed in largec

part with U.S. technical assistance. s the Governments'
agency for planning construction and maintcnance of public
roads, SNC has cuccessfully planned, contracted and super-
vised the construction of thousandc of kilometers of roads,
largely financed by external sources, in tiie past three
decades. The contracting and supervicing of <he planning,
design and construction of the roads anticipacted in the

proposed project are well within the capabilities of SNC.

MPSSP

2,31
The Ministry of Social Services and Public Health is imple-

menting with USAID assistance, a rural hcaltl service de-

livering system from "ontoro. Jlthough largely inaccessille
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due to no bridge accross thc Rio Grande, the proposed
preoject site is within the bounds of the Montero health
rervice project. The Montero nroject trains nurses aids
and other auxiliary local personnel, and it helps communi-
ties organize and orient voluntary health committees, yhich
altogether form a relatively cfficient, albeit thin health
scervice delivery system. The physical grouping of the
peoplc at the propoused project ideally accommodates such

a svstem,

2.32
MIN. EDUCACIOL;

The Ministry of Education has a policy of providing and
paying teachers for comnunitics who provide the pupils and
school sheltor (up £ certain limits, no doubt). This
program ir working as far up as the fifth yee~ in the pro-
posed project zone. Although the settlers are pleased
witk the system, the schools are void of school supplies

and learning materials.

FIDES

2.33
Fundacifn Integral de Desarrollo (FIDES) was created in

1977 as an outgrowth of the previous cooperative cfforts



of several religeous organizations together with Bolivian

institutions, principally INC, in colonization programs,

2.34
Prior to the creaticn of FIDES, in 1968 the technical staff

of the Methodist, Catholic and enonite groups working in
the Santa Cruz are~ organized the United Church Couneil
(UCC) in an effort tc resettle fiood refugees. Based upon
this expericence the UCC undertcok to assist colonist in
the carly stages of settlement. the pionzcer stage. This
assistance consisted primarily of providing crientation

in the necw environment and certain social and health
services and material and technical support. Thus evolved
the orientation program which was formalized in the San
Julian project by agrecment between the INC ané the UcCcC.
This program has becn highly successful. This program was
largely managed by UCC staff utilizing supporting person-

nel from the UCC and INC technical staffs.

2.35
FIDES was organized as a ncn~-profit private organization

to sponsor and manage rural devalopment programs. Its
hoard of directors inclule besides the Bolivian indivi-~
duals four members of the UCE. By virtue of this relation-

ship with the UCC, Fides is particularly well cualified to
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assist and to participate actively in the planning, de-
velopment and execution of colonization projects, es, .cial-

ly during the pionecer stage.

F. Infrastructure

2.36
As mentioncd above the project site lies to the east of

Rio Grande, which without a Lridge crossing, partially
isolates it from the rest »f the country. There is a all-
weather road from Montecro to Pucr-o Bancgas which is the
conventional ferry crossing of the Rio Grande to the project
site. Therc is an all-weather road from the cast leading
from Pucrtc Bancgas to the San Julian river beyond which
it will .intersect the Santa Cruz t» Trinidad roa? which is
under construction. An all~-weather road extends from the
latter road some 80 kilometers northward through the area
of the proposed wroject known as San Julian North. Dry
weather roads penetrate that area of the project zone 5
kilometers ‘ , from either side of the main penetration

road at 5 kilometer intervals (ANKEX 3).

2- 37
M four-inch, closed water well, equipped with a hand pump,

is located at the center of cach nucleo, and serves the

40 families which are clustered in the nucleo village.
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There are minimal to less than adequate headquarters and

orientation facilities on the San Julian North site.

There is no infrastructure on the San Julian South site.
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IIXI- THE PROJECT

A, Objectives

3;01 The obje ctive of the project is to provide the physicael and in-
stitutional infrastructure and technical sunport elements required to
cause the colonists in the San Julian colonization area to move from an
essentlally subsistence egriculture based on slash-and-burn technology
to a more commercially oriented, sustainable, permanent system of agro-
livestock production,

3.02 The aghievement of this objective is seen as necessary (a) to
provide for the graduel improvement in the living standard and quality
of life of the colonist; (b) to provide stability and viability to
small-scale agriculture; (c) to provide a means for more rational re-
source management in the orea--halting or reducing deforestation and
the conversion of tropical forests on some of the best soils of Bolivia
to low quality, tropical gress lands; (d) the establighment of an
ecologically stable environment in the arca, baged on combinationg

of anual crops, pastur®, perennial crops and forest; (e) to contrie-
bute to the national economy through increased production and market-
ing, reducing the need to import foods and by increasing exportable
surpluses; and (f) demonstrating & system suitable for use as a model

for future colonization projects and for training Bolivian personnel,
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Table 3

PROJ.CT COST SUMMARY
Rio Grande Rridge

{us$1, 000 's}

Item Pre- Years Total
investment 1 o) 3 h
Planning ané design 917.4

Construction 3,08h.5 3,039.1  2,030,1 ,049.9 9,173.6
Sunervision 183. 5 183.5 93.h 90.0 €50, h
Connecting road . 55,0 25.0 80,0
Total 917.k  3,238,0 3,222,6  2,178.5 1,164.9 9,804,0
157 Contingency 137. € L8s, 7 L83, L 326, 8 174.7 1,470, 6
Total 1,055.0 3,723.7 3,706,0  2,505.3 1,339.6 11,2746

Inflation 10% per
year P 372, W83 3335 2215 1,375.7
TOTAL 1,055.0 h,096.1  h,154,3 2,838,8 1,561.1 12, 650. 3

-— m
Table L
Miscellaneaus Components
(US$1, 000 's)

Manasement Unit 75.0 75.0 75.0 75.0 300.0

Sunnort to INC for
lonz-term rlenning 200, 00 100,0 100,0 100, 0 500, 0
Total 27%.0 175.0 175.0 175.0 800, 0
107 Contingency 7.5 17.5 17.5 17.5 60.0
Totnl, 302, 5 192.5 192.5 192, 5 860, 0
Inflation 10/ per year 30.3 00,0 2h. b 26.8 103.7
TOTAL 332, 8 21h, 16,9  219.3 983.7

tmm:_;:
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Table 5

PROJECT COST SUMMARY

Summary of Tables 1-k

(Us$1, 000 's)

Item Pre- Years Total
investment 1 2 3 I
Totals 1,589.6 8,174,2  8,2L5,L4 7,110.9 13,687.1 28,807.2
Credit Revolving '
Fund 4,500.0

GRAND TOTAL

33,307.2
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IV. PROJECT IMPLEMENTATION

A, Organization and Administration

4.01 A semi-autonomous project management unit on the
order of that established for the Ingavi project and expected
to be also applied to a projected Omasuyos - Los Andes Rural
Development project, will be established under the egis of
MACA to direct and manage the implementation of the project.
The participation of the several MAGA Agencies ~ INC, CIAT,
BAB, SNDR as well as those of other ministries, e.g. MPSSP,
MEC, SNC will be directed and coordinated by the project

unit.

4.02 A Board of Directors with membership from MACA,
Ministry of Finance, YPSSP, CODECRUZ, BAD, Ministry of Edu-
cation will . :ve as a policy-making and advisory body,
proiding guidelines and approving budgets for project
implementation. The chairmanship would ke held by the MACA
representative. The Board of Directors with approval of
the Bank will apoint a project director who will serve as
'dte oxecut{we secreotary and as the chief implementation

officer of the project.
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4.03 The project management unit will ectablish its

own organizational structure and administrative and operation-
al norms, and it will be provided an operational hudget

from project funds. The project director will ke supported

by a deputy project director and management and technical
personnel as required to supervise and manage the execution

of the several implementation functions of other entities.

4,04 The project management unit will contract for or
otherwise secure the service of the several agencies which
will be participating in proje:zt implementation e.g. BA3,

SNC, CIAT, INC, FIDFES, WrP.

4.05 The project uircctor will be recponsible for pro-
ject implementation within the policies and guidelines
established by the board of directors and in accordance
with the programs and kudgets approved by the board and
defined in agreements reached between the government and
the Bank. The management unit will include ecvaluation,
accounting ard clerical personnel. Technical advise will
be provided by externally recruited specialists who will

be assigned to the project on long, or, short term basis

(III, above).

4,06 The loan funds provided %y the Dank will be de-

posited with the Central Bank. Digbursements to executing
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agencies - SNC, CIAT, INC, BAB, etc. will be made directly
by the Central Bank upon authorization of the project

management unit and consicstent with progress made.

2. The Technical Assistance and Credit Delivery System

4.07 The key elenent of the consolidation program in
the San Julian North colony is the establishment of a stable
and producive system of agriculture adaptable to the small
farmer. 1In order to accomplish t!ic it will be necessary

to introduce and demonstrate a nurmber of production models.
These have been developed rased upon availakle research
information in the arca. Additional and no doubt improved
models are expected to cmerge from the research on farming

systems provided for in the project.

4.08 The adaptation and demonstration of these models
on a sufficient scale to permit cevaluation and transfer of
the systems to the colonistec will reauvire a technical staff
of 19 individuals assigned as residents in the project
area., CIAT will bhe recuested to assune the primary respon-

sibility for the rescarch and extension program.
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The resecarch work will involve tlie Saavedra Experiment
station to whick additicnal facilities and personnel will
be provided to carry out adaptiv¢ research in farming
systems. The extension staff will be posted in the project
area. AN director and deputy director will e stationed at
the Agriculture Service Center. Fersonnel of the técnico

agrénomo level will %e posted in each HADEPA.

4.03 At the nucleo level, auxiliary acsistants re-
cruited in the nucleo and paid small salaries to

assist the técnico agrbnomo. The research coxtension staff

will e supported Ly organizations/coopcratives agents,
especially in the arca of group action, to improve market-~
ing, input and concumer goods distrilution and in establich-
ing small scale agroindustries as well as services vhich

the farmer will necd. ilome improvement agents will foster

tetter nutrition and health cara.

4.10 What may scem to be a particularly intensive
extonsion service i3 juctified on the ':asis that the San
Julian consolidation project ic the first organized cffort
at colono consolidation {ir the Santa Cruz arca and will be
introducuiiy a vwholy nev system of agriculture in a tropic-

al forested area. “he project will thus scrve as both a



learning and a training experience for thc Boliviun insti-
tutions involved. As projecc implementation progresses it
will be possible to reduce the numbers of personncl by

transferring them to adjoining settlement arcas.

4.11 A rural Zinancial services unit will be established
at the project site. (This term ic used in recognition that
while production credit is critical to socio-economic progress,
the settlers' financial service needs are much Lroader, many
holding precidence over production). 2 credit agent and a
clerk/cashier postcd at the project site, will proccss most
production loans in the field, thus increasing the efficiency
and expediting the lending process. Application for long .
term invcstment loans, along with appraisal data, will be
referred to the BAB Agent in liontero where prompt ac.tion

would be anticipated.

Jdith the gencral availability, in the ncarby centers of
¥ontero and Santa Cruz, of all of the inputs which are ex-
pectid to e needed specific provision for vholesale supply
of inputs will not he necessary. 7o provide for local disg-
tribution, cxisting cooperative structures will be
strenghteoned and thre creation of new oncs cncouraged.
Credit will be provided to assist these organization in

maintaining adeoquatz stocks ot reoquired inputs.
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4.12 It is proposcd that a strong, multipurpoce cooper-
ative be developed, embracing the project population with
subordinate service units at thc NACEPAs. Among other
services (production input suppliec, consumer goods supply
and marketing) the cooperative would operate a savings and
investment program and provide other financial services,

such as selling money orders to the settlers. As the project
progresses the cooperative could aspire to provide complete

sanking services.

4.13 While initially the Agricultural/Community Center
farm will “ec the principal source of scad and plant material,
encouragement will be given to privatz individuals to under-

take to providn these services.

va



C. San Julian South (new colonization area)

4.15 During Lthe life of the projecct it is expected
that about 3 NADEPAS i.e., 27 nucleos or 1080 units will

te settled in San Julian South. 1In the first ycar the
principal activitics will he constructiorn of the bhasic
transportation infrastructure; tre layout of tic first
group nuclcos, well construction for potal:le water and in
the organization of the administrative and tcechnical struc-
tures for the crientation prograrm for the first group of

colonos.

4.1€ The first group of cclonns will “¢ rcecceived
during th¢ months June to July for participation in the
orientation program so as to be prepared to plant the firat
crop with the beginning of the rainy gcascen ia October-

November.,

4,17 The orientation period provides an cpportunity

for the now settler to hacome estolished bhofore the first
agriculturc cycle. During this period he huilds his houde
and clears approximately one hectarce of forcst for his tirst
crop. At the same timce he roecelives instructions in health
carc and in agriculturc technulogy peculiar to the tropical

setting. Scod is providod fur the firat agriculturc cyclao,









Agrarian Reform

4,22 The Agrarian Reform Scrvice will collaborate with
INC in identifying the San Julian South project site, and
will, with outside preinvestment assistance conduct a
cadastral survey of the site and further certify that the
title to the site is truly unincumbercd and exclusively
availalkle for colonizatinn with the proposed project assisg-

tance.

4.24 The Agrarian Reform Office will clarify the terms
nf grants for colcni:ation, bring the iscuance of decds of
title to San Julian North settlers up to date and remain

current of thesec issuances.

SNC

4.25 The responsibility for constructior and mainte-
nance of primary wcnetration roads will rest with SHC.
Congtruction of thceoe ruads will be done under contract
with supcrvicion »y SNC. In new cuolonization arcas and
oxtonsicn Lf old unas the deaign of lateral roadu will bo
the respensibility of SNC.  SNC will alno suporvise the
conatruction ~f the lateral roadgvhether by countract or

by INC forcae account.
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E. Monitoring and Evaluation

4.33 Both process and product tyse evaluation will be
em:1loyed in monitoring the projcct. A hase line interview
was conducted in 1979, which establiched basic socio-eco-
nomic characteristics of the pcpulation and characterized
ite basic economic skills. This survey would be repcated
annually beginning the second preoject ycar, on an indicative
sample kasis tc indicate trendc, to measure the rate of
adopticn »f new tachnology; to evaluate the new technology
and to uncover unanticipated arcas of wealnesscs in the

program,

4.34 In the sccond and fourth years of the preject,
procass cvaluation would he made with the assistance cf
evaluatior cxperts whe arc external to the project. The

following clements would be appraised

1. Bagsic philosophy and design,
a. obsourved reliability
b. adaptability
2. Plannud rusowurcens and uvents: Timelinans and adoquacy of
a, Infrastructure
bhe dnrtituticnal rupport
C. tuchntcal arnfztancu

d. supporting comnudition
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3. Unplanned resources and events:

- effect on planned project outcomes

4.35 The baseline interview survey should be repeated
near tbe end of the project to obtain data against which

socio-economic change may bhe measured.












would be {140,380,

5.0.6 In comparison, at the tenth year of exploitation, the
averape, 50-hectare farm employing the traditional model would in-
clude three hectares in annual crops, cultivated at an intensity
of one to one and one~half crops per year, three tenths of a

hectare of tree crops and garden crops, two and one-half hectare

of native grass pasture and 6.2 hectares of barbecho, or abandoned

land. Thirty-eight hectares would remain in forest. The annual
income of the farm would £2,148 and the net worth would be

#26,750. (Annex ).
















farm for limited periods, primarily to overcome customarily depressed

harvest-season prices, but also to facilitate group assembly and market-

ing.

Maize and rice would be the principal commodities stored, although

other, strictly subsistence commodities would be accommodated.

6.15 Storape facilities will be accompanied by a drying patio for

sun-drying rain and other conunoditics.

Local Prccessing

6.16 Small-scale agribusiness would develop i. the project area,
first for custom threshing of rice, soybeans and peanuts than for

processing mllk,

Group Markeling

6.17 ‘'The scttlers at the project site undertook group marketing of
maize by auvanced contract in 1979, ‘This practice it expeclted to grow,
cventually, into a marketing cooperative with subsotantial volumca, foy the

major crops, al least.



VII.

FINANCIAL ANALYSIS

— .. — — - .a

7.01 The farm output accruable to the project will result in a
substantial improvement in income of the sottlers and at the some

time contribute t~ substantial capitalization of the farm unit.

According to the model farmers will show a unegative cash
incowe during the first year as comparced to a suall caesh income
for the traditional production systew. This is due to the auorti-
zation of investments made during the first year. Fron the second
year onvari the cash income from the project nodel is greater
than that for the traditional model. This spread will continue to
increase over time. During the fifth and tenth yoars the per=
contapge increases over the traditional fara model are calculated
to be 000/ and 2,000/ respectively. These values refer only to
cash incoie, including rewuneration to family labor., Other
bonefits in the form of increwmsed consumption of a more divere-

Bifioed dict are also expucted to be congoquential,



7.0.2 Equally important as the expansion of cash incomes is the
capitalization of the farm unit. Under the traditional system capi-
talization is limited to the value of cleared land, pasture and
livestock, which grow at a relatively slow rate. The project
production model also begins with a slow rate of capitalization.
However, it ...creases rapidly as land is destumped the livestock herd
increases; animal traction and mechanical threshiug are introduced;
and additions are made to farm infrastructure -~ storage and drying
facilities for grain and livestock related infrastructure.rhe level
of on-the-form capitalization is expected to reach a level tenfold
that of the traditional farw model after ten years. Not included in
these calculations is the anticipated reduction in the rate of de-

forestation.

7.03 The income per farm is expected to rise from /52,622 in the
first year to about {44,405 by the tenth year, while on-the~farn
capitalization is expected to attain the fipurc of {142,380 by the

tenth year.

7. b By comparinon, the farm income for the traditional uodel
is estimated to grow from w2 during the firat year of settlement to

2,148 in ten yoar, and the net worth is expected to reach (6,750,
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VIII, ECONOMIC ANALYSIS

A, Benefits and Justifications

8.01 The proposed project is divided into three separate elements

each of which is analized scparately.

The San cJulian North Consolidation Component

8.02 By 1990 about 2,400 families shall have been settled in the
project site. The settlement is expected to grow to some 3,150 fami-
lies 1, the third year of .uc project., These families arec mostly recent-
ly settled (one to three years) except for a few older settlers who
settled spontaneously beginning in 1970, Typically, the settlers have
arrived without any capital and with virtually no ‘“echnical or manager-
ial knovledge of tropical agriculture. Thelr production activitics
have folloved the usual pattern for settlement in the tropical forest
areas, i.c., initially, the slash-and-burn production of subsistence
crops of rice and maize with limited production of fruit and vegetables.
Their production expunds gradually until marketable surpluses are
generated. A limit is rapidly reached, however, due to the limited
arca of land that a farmer can cultivate using the farming system and
production methods they have adopted. Further expansion ol production
and income is generated by introducing livestock enterprises. This is
glgo limited by the poor quality of pastures regulting from the syr'em

and limited land area.
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8.03 Under the project these limitations are removed by introducing
a system of continuous land use through teclhinical advisory services and
by providing credit for the initial stages of capitalization. Finally,

the farm becomes self-capitalizing to a large extent.

8.04  The value of incremental production under the project is estim-
ated to be $us.330,650 during the first year, increasing to $us.2.3
million by the fifth year and $us.h million by the tenth year. The
production will consist mainly of food crops, including feed grains,

The increcasc iniproduction of feed together with lejuminous pastures
and forape will be marketed throu h the livestock enterprises. It is
expected that the milk produced will be largely processed locally in
small plants., An expandling market for feed {rain appears to be develop-
ing in the livestock producin; areas of the Beni, where surpluses from

the project area will likely find a ready market.

8.05 Other significant project outputs include transferable experiences
gained in the development of a stable agricultural system and the train-
ing provided to participating; Bolivian personnel. Ixperience with colo-
nization in tropical forest arcas over a period of some 29 years has
shown that. the mere settlement or' coloniste on lend doen not necesn-
sarily lead to the emerpgence of o sell-sustaining rrovth and development.,
Althouph in peneral the lot of the colonist in wsually improved from
that which vas obtained in the overcrowded Altiplano, the level of

improvement rather quickly reaches a limit Leyond which it is daifficult
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to surpass due to the lack of better technology and of capital. This
project is the first scrious effort to consolidate a settlement area.
In introducing an efficient, scientifically and socially sound techno-
logy for eonsolidating settlements, the project will contribute to

reducing the costs and time lag in launching new colonization projects

in a self-sustaining development pattern,

8.06 The projecct will have o very significant impact on forest

resources., Under the traditional syastem the forest is papidly destroyed

85 new land is clearcd while land is retired tp.non-productive barbecho cach
year, Over the 20-year period .ie project farm model will require only
about one-fourth as mech cleared land as the traditional system to

maintain the same arca under cultivation,

The San Julian South New Settlement Component

8.07 The San Julian South component would provide the infrastructure
(roads, wells, and administrative structures) for 2,100 families and
assist in settling 1,080 during the life of the project. The early
phase will consist primarily of establishing basic infrastructure., By
the end of the project, approximately 360 familics iould have been
settled for three years, 350 families for two yearc and 360 families
for one year. Vith minor modifications to accommodate sodll and climatic
differences, the systems and procedure?d proposed for the Sen Julian
North component would be used. Up to the end of the projcct 50 percent

of thelr production would be retained for subsistence. The road infra-
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cluding approximately 2,000 hectares of marshland in the projoct

area, be preserved as an environmental control point area and wild-

life refugc.

8.21 gimilar measurcs would be taken in planning the San Julian

South area,



























