
AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON. D.C. 20523 

ACTION MEMORANDUM FOR THE ACTING ASSI5 ADMIN TOR, LAC
 

FROM : 	LAC/DR, Dwight B. John
 

SUBJECT : 	Bolivia Agribusiness and Art anr A&A) Project
 
(511-0472)
 

Action Requested: Your approval of a change to the Project
 
Authorization is requested.
 

Background: The original project purpose was to establish a system
 
of promotion and financing for agribusinesses and artisanry
 
activities which benefit the rural poor. The project was authorized
 
and an initial obligation was made in January, 1978. Activities
 
were suspended in 1980 as part of an overall suspension of AID
 
assistance to Bolivia. Project activities were reinitiated in 1983,
 
and the project purpose was changed at that time to improving and
 
expanding the system for promoting and financing private
 
agribusiness and artisanry enterprises through commercial banks and
 
other financial institutions. The Bolivian Central Bank is the
 
implementing agency. The LOP funding is $17.4 million ($1.2 million
 
grant; $16.2 million loan), of which $10 million has been obligated
 
($800,000 grant; $9.2 million loan). As of May, 1985, slightly less
 
than $6.6 million had been expended.
 

There has been virtually no implementation progress over the last
 
year. The Mission believes that the Central Bank depa-,tant charged
 
with implementation has not approved additional subloa-is ,or largely
 
political reasons. The Mission has sought another implementing
 
agency to take over implementation responsibility. As a result of
 
this effort, the Ministry of Planning recently officially requested
 
that the Ministry's Departmental Development Corporation (DDC)
 
Coordination Unit be assigned responsibility for the project. In
 
the Mission's judgement, this Unit is performing well under two
 
other A.I.D. financed Projects - Departmental Development
 
Corporations (511-0471) and the Disaster Recovery Project
 
(511-0581), and has demonstrated ample ability to manage refinancing
 
resources.
 

The Project 	Authorization and the Project Agreement identify the
 
Central Bank as the implementing agency. The Mission has requested
 
(TAB A) that AID/W modify the language of the Authorization to
 
facilitate the change in implementing agency.
 

Discussion: The A&A project was identified as a problem project and
 
discussed at the recent Bolivia pipeline review. The reasons for
 
the slow implementation progress - the Central Bank's cumbersome
 
administrative procedures, and the possible political motivations of
 
the Bank's unionized employees - were noted. The Mission was
 
encouraged to seek alternative implementation arrangements for the
 
project. The Mission's claim that the DDC Coordination Unit is
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performing well in its 
other roles is not borne out by disbursements
 
under the DOC project to date. However, the Mission is convinced
 
that the large number of subprojects in the final approval stage

under that project will be reflected in increased disbursements in
 
the coming reporting period. While we 
are not wildly enthusiastic 
about loading additional responsibility on the DDC Coordination (f
Unit, we don't doubt the Mission's argument that it will be a clear 
improvement over the existing arrangements. 

The Project Authorization has been amended twice, and is somewhat
 
complex. The Mission requested a minor wording change to facilitate
 
the change in the implementing agency. In our review of the
 
suggested change, it became apparent that more extensive
 
modifications were needed. 
 The attached Authorization Amendment
 
No. 3 was drafted here and has been cleared by phone with the
 
Mission.
 

Recommendation: 
 That you sign the attached Authorization Amendment

(TAB B) and approve the attached cable (TAB C) which transmits the
 
test of the Amendment to the Mission.
 

Attachments: TAB A - La Paz 05421 (LOU)
 
TAB B - Authorization Amendment
 
TAB C - Outgoing Cable
 



AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON. D.C. 20523 

PROJECT AUTHORIZATION
 

(Amendment No. 3)
 

Name of Country: Bolivia 

Name of Project: Agribusiness and Artisanry 

Number of Project: 511-0472 

1. .Pursuant to Section 103 of the Foreign Assistance Act of 1961,
 
as amended, the Agribusiness and Artisanry project for Bolivia was
 
authorized on September 27, 1977 (the "Authorization"). The
 
Authorization was amended on December 12, 1977, and again amended in
 
August of 1983. The Authorization is hereby further amended as
 
follnws:
 

a. Paragraph 5 is amended to read as follows:
 

Except as A.I.D. may otherwise agree in writing, prior to
 
disbursement or the issuance of documents pursuant to which
 
disbursement will be made for other than technical
 
assistance activities, the Government of Bolivia will
 
furnish to A.I.D. in form and substance satisfactory to
 
A.I.D.:
 

(i) evidence that the Central Bank or such other
 
implementing entity agreed upon in writing by A.I.D. and
 
the Government of Bolivia has established the Project
 
technical assistance fund and assigned adequate staff to
 
administer it;
 

(ii) 	a time-phased implementation and evaluation plan for all
 
components of the Project; and
 

(iii) 	a copy of the operating manuals to be used by the
 
Central Bank or such other implementing entity agreed
 
upon in writing by A.I.D. and the Government of Bolivia,
 
and eligible intermediate credit institutions describing
 
the functions of each in the implementation of the
 
Project and containing the procedures, regulations and
 
eligibility criteria applicable thereto.
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b. Paragraph 6 is amended to read as follows:
 

Except as A.I.D. may otherwise agree in writing, prior to
 
disbursement or the issuance of documents pursuant to which
 
disbursement will be made for a computer terminal for the
 
Central Bank or such other implementing entity agreed upon
 
in writing by A.I.D. and the Government of Bolivia, the
 
PGovernment of Bolivia will furnish to A.I.D. in form and
 
substance satisfactory to A.I.D. a detailed plan for the use
 
of the computer terminal, including a description of the
 
ielationship of the system to the organization of the
 
recipient, a maintenance program for the terminal and a
 
program for training the recepient's staff in use of the
 
terminal.
 

c. Paragraph 7 is amended in part, as follows:
 

(v) Bolivia will select the long term advisor for the
 
Central Bank or other implementing entity and the
 
consulting firm to train Central Bank or other
 
implementing entity and intermediate credit institution
 
(ICI) personnel within 90 days of the notice that all
 
conditions precedent, except those in Section 5.3 of the
 
Project Agreement, have been met;
 

(vi) 	The Central Bank or other implementing entity as part of
 
its review of refinancing requests requiring foreign

exchange will satisfy itself that no problem exists that
 
would impede or delay approval by the Exchange

Commission of the required foreign exchange and,
 
concurrently with the approval of such refinancing
 
requests, issue a statement to the Exchange Commission
 
supporting the borrower's request to purchase foreign
 
exchange.
 

(vii) 	The Central Bank or other implementing entity will
 
ensure that A.I.D.'s regulations with regard to
 
procurement with funds from the Agribusiness and
 
Artisanry refinancing facility are included in its
 
agreements with participating ICIs and in each loan
 
agreement issued by participating ICIs for projects

partially financed through the refinancing facility and
 
will take whatever steps are necessary to ensure that
 
these procurement regulations are followed;
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(xi) Is hereby deleted.
 

d. Delete Paragraph 8.
 

2. Except as expressly modified or amended hereby, the
 
Authorization remains in full force and effect.
 

Acting Assistant Administrator
 
Bureau for Latin America
 

and the Caribbean
 

JUL 18 1985 

drafter:GC/LAC:MReidy 5_ Date______ 

Cleekrances:
 
LAC/SA:PFarley Date.J_
 
LAC/DR:EZallman ..j Datei
 
LAC/DR:DJohnsor .0. Date
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